I.
Executive Summary

1. Burke Lakefront Airport is an underperforming, money losing operation that occupies nearly five hundred acres of prime downtown, lakefront land.  As an airport, the site operates at a net loss of  $1.2 million per year, subsidized by Hopkins.  In the wake of the recent terror-related downturn of the air industry, this loss should only increase.

2. This land is the largest assembled downtown, lakefront parcel in a major real estate market in the nation.  In light of the value of such land, keeping Burke as an airport represents an immense opportunity cost for the community.

3. Burke’s function as a reliever airport, while significant, is not irreplaceable.  Lorain County Regional Airport is located less than 4 miles farther from Hopkins than is Burke.  Further, this airport is currently expanding operations and runway capacity, and seeking business.  Finally, plans to upgrade this airport to meet Hopkins’ reliever demands can be implemented over the protracted amount of time it will take to close Burke.  Thus, the argument that no suitable reliever exists is not valid.

4. Although Burke’s airport may be of some convenience to Cleveland’s corporate community, the argument that it is essential is not valid.  Greater Cleveland has lost more Fortune Five Hundred companies over that last 30 years than any other major market.  In addition, only a minor percentage of the region’s top companies and CEO’s are situated closer to Burke than they are to other regional airports.  Clearly the presence of a downtown Burke has not functioned to keep businesses centered in Downtown Cleveland.

5. Recent public discourse on the lakefront has revealed a universal desire for more public access to Lake Erie’s shores.  Burke Lakefront Airport stands as perhaps the most significant impediment to achieving this goal due to security issues associated with airports.  In order to effect the public will of increased lakefront access, closing Burke must be considered seriously.

6. Recent studies of housing trends indicate strong demand for owner-occupied housing in downtown Cleveland.  However, the current market offering is heavily skewed toward rental, thus leaving untapped demand.  Further, research conducted by this class and other market analysts indicate that this site can demand a market premium due to its lake access and downtown views.

7. Based on projections of demand for housing and retail that could be supported on a redeveloped Burke site, the city of Cleveland could likely reap no less than $37.4 million in combined income and real estate taxes.  In light of both the city and the state’s recent economic woes, such revenue would provide a huge boost to the city’s coffers.

8. Modern economic theory argues that cities attract workers not with jobs, but with welcoming environments.  Creating an enormous, dynamic new neighborhood with cutting edge housing and ample public space will put Cleveland on the development map.  This development should have a catalyzing effect on the entire region, and should attract new investment throughout the city.

II.  Debunking Burke Myths


Overview

Throughout this semester we have heard time and again that an operational Burke Lakefront Airport is essential to a healthy Cleveland.  If Burke were to be closed, the Cleveland Business community would suffer immeasurable harm, the traffic backup at Hopkins would create massive logjams to the Cleveland airspace and cost commercial carriers millions of dollars, and the Cleveland Air Show and Grand Prix would be forced from their traditional home.   All of these comments come at a time when Burke continues to operate at a $1.1 million deficit, and the City of Cleveland recently reported a $12 million deficit for fiscal year 2003 (Cleveland Plain Dealer, 4/30/03).  However, languishing on Cleveland’s doorstep, along the banks of Lake Erie, rests the most valuable, preserved, undeveloped, contiguous assemblage of downtown, lakefront land in the entire nation.  At a time when city and regional leaders bemoan the fact that the city is losing people and suffering “brain drain,” hampered by budget restraints, and attracting too few of the “creative class,” the leadership has a chance to act and forever change our lakefront into usable and profitable development. This paper will debunk any such myths concerning what a closed Burke Lakefront would result in for the City and region, and to state, unequivocally, that this Burke Lakefront Airport can be shut down for the betterment of the economic, social, and cultural good of all Clevelanders. 


FAA Obligations and Airspace Issues

The first and main argument supporters made for keeping the Burke site as an airport is the fact that the Federal Aviation Administration would not allow a reliever airport to close without repayment of funds.  Further, the air traffic flow at Hopkins would become so congested that the major commercial carriers would face astounding financial losses due to the delays that would result upon Burke’s closing.   However, the City of Cleveland and the Department of Port Control would only owe approximately $6 million dollars to the FAA as detailed by Section 509(d) of the Airport and Airway Improvement Act of 1982 (49 USC 47107).  In comparison to the hundreds of millions- and potentially billions- of dollars that will be invested and developed on this site, six million dollars is a minute price to repay.  

Other pro-Burke supporters state that closing BKL is too much of a political headache.  It is argued that special interest groups including business interest at Burke, recreational aviators, and others with a stake in the airport would create too much of an impediment to close the site to air travel.  This same conundrum was transpiring in Chicago with FAA, city, and State of Illinois leaders arguing about the value and future of Chicago’s lakefront airport: Meigs Field (Chicago Tribune, 4/13/03).  Mayor Richard Daley facing this pro-airport propaganda and FAA backlash, moved beyond these threats and proceeded to bulldoze the runways.  A leader with the fortitude and strength to stand up to the pro-Airport constituency could follow Mayor Daley’s lead, by permanently closing Burke Lakefront Airport.  Furthermore, the future economic deficits that Burke could rake up paint an even bleaker picture

  According to The Airport Master Plan, research has predicted a deficit of $3.3 million for last fiscal year, and, by 2017, the deficit is expected to reach as high as $7.4 million (ibid).   Supporters and detractors continue to argue about the “fuzzy numbers” used on each side, but it is important to note that the figures used by the Aircraft Owners and Pilots Association were dismissed by the Daley Administration in his recent battles over Meigs Field (Chicago Sun-Times, 3/31/03).   Perhaps it is not too far-reaching to counter a Burke-supporter’s argument by stating that the roughly $1.25 million lost each year at an operational Burke could be used to reimburse the Federal Aviation Administration if Burke is shut down.  For a supporter to base his argument on the notion that the Airport should not be closed in bad economic times due to the $6 million the City would owe the FAA seems myopic, when simultaneously the operations at Hopkins are underwriting Burke’s very existence.  No one has concrete data to speak as to whether a majority of Burke’s traffic will truly switch services to Hopkins.  Ned Hill questions whether Burke’s clientele is “better suited for either Akron-Canton or a smaller airport, such as Cuyahoga County” (ibid).   What is understood, however, is that Burke Airport operates under a yearly deficit and is subsidized by the operations at Hopkins. 

Another argument maintained by Burke supporters is the notion that Burke Airport is Hopkins’ designated reliever airport and is therefore irreplaceable.  In times of peril or air space congestion, any plane- large or small- can land at Burke Lakefront Airport.  Thus, if Burke Lakefront Airport were to be closed, a suitable reliever airport within the same proximity to Hopkins must be found.  The clear solution to replacing Burke as Hopkins’ designated reliever lies in the rapidly expanding, Lorain County Regional Airport.  According to AirNav.com, Burke Lakefront airport rests approximately 12.4 miles Northeast of Hopkins airport, less than 4 miles further from Hopkins than is Burke. Further, the often overlooked but nonetheless important Lorain County Regional Airport, which currently has a 5,000 ft. runway is expanding and seekig business.  Further modification will have to be performed to accommodate larger aircraft, but Lorain County could be a wonderful reliever airport as it sits only 16.2 miles due west of Hopkins.  While this change from BKL to Lorain County would require some time to accommodate modifications to their runways and terminal space, the FAA’s regional air traffic system already is based on site, and the airport already full field lighting and full instrument landing systems devices as mandated by the FAA, as shown on the FAA’s website.  Thus, the role of a potential replacement reliever airport to take over Burke’s operations could be found if the proper work is done to extend Lorain County Regional’s runways.  But, this change is a minor one and can certainly be completed in a relatively short period of time, meaning the argument of pro-Burke supporters that a suitable reliever airport could not be found anywhere, is effectively rebutted.  


Cleveland’s Business Needs  

The second major pro-Burke argument stems from the notion that a downtown airport is a monumental asset for the business- particularly downtown business- community.  Without Burke sitting such a short distance from the heart of Cleveland’s business district, the City’s business climate would begin to suffer significantly.  The convenience and accessibility that makes Cleveland such an attractive home to the business and corporate travelers would be sacrificed.    Yet over the last thirty-plus years, perhaps no other city in the United States has lost as many business and corporate headquarters and as much corporate clout as that of Cleveland.  While Burke sat on the shores of Lake Erie effectively serving Cleveland’s business community, Fortune 500 companies continued a mass exodus.  The following chart was publicly released by the Growth Association which speaks to the corporate and business closing or relocating from this region:

	NE OHIO’S FORTUNE 500 PICTURE

	Fortune 500 Companies (2003)
	Lost Fortune 500 Companies

	Goodyear
	Akron
	Standard Oil/BP
	Downtown

	Eaton
	Downtown
	TRW
	Lyndhurst

	National City
	Downtown
	Ameritrust
	Downtown

	KeyCorp
	Downtown
	Stouffer's 
	Solon

	First Energy
	Akron
	BF Goodrich Co.
	Akron

	Progressive
	Mayfield Village
	Firestone
	Akron

	Sherwin-Williams
	Cleveland
	Figgie Intl.
	Cleveland

	Parker-Hannifin
	Cleveland
	Rubbermaid 
	Wooster

	Office-Max
	Shaker Hts.
	White Consolidated
	Cleveland

	
	
	LTV Steel
	Cleveland


 
source:  Greater Cleveland Growth Association (2003)

Cleveland was once home to 900,000 residents and the third-most number of Fortune 500 companies in the nation.  In recent times, we have witnessed the bleeding of more than half of Cleveland’s residents through attrition to the suburbs or complete abandonment of the entire region.  Our Fortune 500 stalwarts have slowly started their mass exodus out of the City and region, with many simply relocating to nicer cities (BP-Chicago, Rubbermaid-Atlanta) or others becoming extinct.  When more than half of a given city’s Fortune 500 cities have departed a city over the course of a generation, and business pundits continue to cite the tremendous advantage that Burke gives the Cleveland community, skepticism should become apparent.  This city’s own newspaper, The Plain Dealer, writes continuously about the region’s “quiet crisis”: the lack of high-tech jobs and high-tech labor force, otherwise known as the “creative class.”  But, where is this creative class?  They are in cities and locations where public green space is valued and where jobs are plentiful, where an atmosphere of risk-taking and creativity abound.  Austin, Portland, San Francisco, Chicago, and Boston are all examples of cities where a youthful work force has clustered creating a vibrant, exciting community.  


Cleveland is the antithesis of the above examples.  Public green space is limited, very few jobs are to be found, and most college graduates flee the region to cities where such desirables are found.  Yet here in Cleveland, critics defend the need to maintain a 488+ acre airport over the rationale that it is the backbone to our corporate and business community.  Meanwhile, companies continue to leave town and move on, taking workers and generations of Clevelanders with them; however, our airport still remains.


Another wonderful point in the continued debate over whether the airport serves the needs of Cleveland’s business community, is the examination of where today’s largest companies are located in the Cleveland area, and where their CEO’s reside.  This is important because it will diagram whether Burke is truly as convenient to the homes and workplaces of those most likely to utilize the “convenience and accessibility of Burke,” as contended by the pro-airport camp.  The research indicated that Downtown Cleveland is no longer the concentrated hub of Cleveland’s business community.   Edge areas like Montrose, Rockside Road, Akron, I-271 corridor have become the noveau-hubs of corporate business in Cleveland.  According to Crain’s Cleveland Book of Lists 2003, of the 102 largest companies in Cleveland, only 22% remain Downtown.   A significant portion of Northeast Ohio’s largest companies reside in suburban environments like Beachwood, Richfield, and Akron.  These locations are certainly not served by Burke Lakefront, as a majority of the corporate jets utilize the Cuyahoga County Airport in Richmond Heights and Akron Fulton Airport.  

Further supporting the notion that Downtown Cleveland does not benefit from Burke Lakefront’s existence is the exploration of where Cleveland’s CEO’s from the same 102 largest companies reside.  Not unexpectedly, the vast majority of Cleveland’s power brokers do not reside in the city of Cleveland.  Rather, they tend to cluster in Eastern suburbs like Gates Mills, Pepper Pike, Hunting Valley, and Bentleyville.  Certainly, the majority of these CEO’s do their flying at the Cuyahoga County Airport which is well supported by the fact that County Airport has become the “regional corporate jet garage of choice” (EcoCity Cleveland).   The following table and maps illustrate where in the Northeast Ohio region, the largest businesses and their executive officers’ reside:

	SUMMARY TABLE: City of Business & CEO residence

	TOTALS:  Companies
	TOTALS: CEO Homes

	Downtown (21)
	Pepper Pike (5)

	Mayfield Heights (5)
	Bratenahl (2)

	Akron (9)
	Beachwood (5)

	Cleveland (29)
	Lakewood (2)

	Wickliffe (3)
	Hunting Valley (7)

	Elyria (2)
	Cleveland Heights (8)

	Medina (2)
	Shaker Heights (9)

	Westlake (3)
	Summit County (7)

	Beachwood (3)
	Gates Mills (8)

	Richmond Hts. (2)
	Bentleyville (4)

	Solon (4)
	Moreland Hills (3)

	Strongsville (2)
	Orange Twp. (2)

	Bedford Hts. (3)
	Lyndhurst (2)

	Kent (2)
	Cleveland (2)

	Chardon
	Lorain County (2)

	Streetsboro
	Strongsville (2)

	Macedonia
	Glenwillow

	Twinsburg
	Solon

	Oberlin
	Valley View

	Broadview Hts.
	Bay Village

	Barberton
	Euclid

	Warrensville Hts.
	University Heights

	Hiram Twp.
	North Royalton

	Valley City
	Woodmere

	Lodi
	Medina County

	Highland Hills
	Brecksville

	 
	Rocky River

	 
	Woodmere

	 
	Waite Hill

	 
	Chardon

	 
	Washington, DC


These tables and maps reveal that the vast majority of the corporate elite in the Greater Cleveland region reside in suburbs miles away from the runways of Burke.  This is confirmed by the high number of corporate jets based at County Airport in Richmond Heights and very few based at Burke. Another significant portion of the CEO population located outside the county, with many residing in Summit, Geauga, and Lake Counties.  Very few CEO’s lived in the City of Cleveland or even inner-ring suburbs that would make Burke their likely airport of choice for corporate travel.  But, this raises an even larger question regarding who utilizes Burke, if the number of corporate takeoffs and landings is not significant.

According to data compiled by Khalid Bhakur, August 2002,  there were approximately 92,000 flight operations in 2001 or 275 per day.  The largest proportion of 2001 Burke flights, or roughly 34,000 of these flight operations, were termed “Touch and go’s.”  “Touch and go’s” are synonymous with flight school traffic, meaning over a third of Burke’s operations were performed by flight schools.  Because flight schools operate smaller Cessna’s and Fokker planes, flight school operations could be easily relocated to many other airports in the region.  Airports like Akron Fulton, Lorain County, and Medina County have flight school operations based on site, so the addition of displaced Burke flight schools would not be airport-less.   Another large segment of air operations that utilizes Burke are the news, police, and medical helicopters that are based there.  Approximately 17,000 helicopter operations occurred at Burke in 2001.  Finding a new home for the helicopters could be difficult, but an important fact is that not a large parcel of land is required for the storage of helicopters.  There are plenty of empty lots and areas, including Downtown, where helicopters can safely be based for their various needs.  

The last significant subgroup of operations that takes place at Burke Lakefront is termed “itinerant,” or corporate based travel.  Approximated to be 21,000 flights per year or 56 per day, this segment of the population is the critical group of business travelers that must be protected. However, if one stops to think, these 56 flights could easily be rerouted to other airports.

Land Usage

According to some Burke supporters, the 488+ acre, lakefront site should not be decommissioned as an airport, because it is illegal under Ohio law to take public landfill property, with is owned under the Ohio Constitution by the State of Ohio, and sold to private interests.  This indeed presents a slight conundrum.  Acccording to the wording of Ohio doctrine, “The State’s title is as trustee for the people of the State to ensure the public’s right to use the water free from obstruction or interference of private parties” (Ohio Constitution).  This language speaks to the premise that the general public must have complete access to the lakefront.  We believe that any plan to decommission the airport into development would require an amendment to the Ohio Constitution, to codify the premise that lakefront access, via a perimeter trail and path, similar to those maintained in Cincinnati along the Ohio River Dockage area, would constitute a permissible land use. Furthermore, Cleveland lakefront parks: Voinovich and Gordon are both subject to the public trust doctrine as well, and our Burke Lakefront plan would mirror these parks in that the general public would have complete access to lakefront areas.   The Burke Lakefront land would open up 488 acres that is currently non-accessible to the public, and promote public access and/or navigable rights via pleasure or ferry watercraft.  The State of Ohio would be hard-pressed to argue against a plan that takes land previously off-limits to the general public, and to redevelop the area with hundreds of acres of public green (park) space to be completely clear and open for the residents of the City and State of Ohio.  

Summary

It seems myopic that pro-Burke supporters can base a “Save the Airport” argument on the preservation of an airport that is served by helicopters, flight schools, and a minute level of itinerant operations.  For 25 years, proponents of the airport have cited the tremendous asset this airport provides for the City and its business community.  Yet over this same period, the City has lost more Fortune 500 companies than any other American city, and the airport continues to remain.  Furthermore, in recent weeks, we have witnessed what some view as our model lakefront city- Chicago- and its mayor, bulldoze the runways of its lakefront airport citing little need for such a land use on such valuable property.  If Burke is closed, the $6 million owed would be small change compared to the development that could be constructed, as well as the quality of life benefits that could result due to an accessible lakefront.  An amendment to the Ohio Constitution would most likely be needed to allow such State-owned lakefront property to be marginally sold or leased to private/non-public developers.  However, as stated by the Court, such a land use change from public and private is permissible so long as the land use promotes public access and navigable rights for general public use (ORC 1506.11).  This city’s leadership should look at the dollars regarding closing the airport and determine whether the airport should continue to operate.  However, do not continue to promote the notion that our business community absolutely needs it, and even moreover, that our FAA obligations are too cumbersome to facilitate a Burke shutdown.  $6 million dollars is small change when talking about a property that occupies such a tremendous amount of lakefront and continues to operate in the red.  

II.  Determining Housing Demand


The Cleveland State University students in the Planning Capstone Seminar conducted a brief telephone survey of 206 respondents in the spring of 2003.  Calls were based on a stratified random sample selected from listings in the May 2002 Cleveland area telephone directory.  Two community types were selected based on telephone exchanges.  “Urban-type” suburbs, characterized by concentrations of higher-density housing and commercial development, included Cleveland Heights, Shaker Heights and Lakewood.  The suburban communities ringing the Cleveland metropolitan area comprised the “traditional” suburbs type.  83 responses were from the “urban-type” suburbs and 113 from the “traditional” suburbs.  The survey analysis suggests that the demand for housing on the Burke site could support over 5,000 units.  

The target population supporting this conclusion  was identified based on three factors.  The first assigned respondents a rating of between +2 and +3 of their interest in living in the described new “neighborhood of townhouses, loft units, and condominiums within one mile of downtown Cleveland, on a tree-lined boulevard with nearby freeway access, adjacent to waterfront parkland, and connected to a system of biking/walking trails”.  The rating scale was on a range of -3 to +3.  Second, respondents that were considering a move within the next year were added due their interest in the market.  Finally, respondents that were specifically interested in living in a townhouse or stacked flat were included.  This factor was based on the assumption that high density housing types would be necessary in order to cover costs.  5.3% of the sample population qualified for the target population.  

The survey analysis projects the number of “interested” households in the Cleveland suburbs to be 10,628.  Applying various “successful sale” penetration rate assumptions to these projections of highly interested households yields a range of annual absorption levels from 245 to 1,050.  A higher penetration rate was applied to “urban-type” suburbs than “traditional” suburbs since respondents from this sample were believed to be more favorable to living downtown.

The supportable housing demand for a 25-year period also accounted for annual outmigration.  The 20% outmigration rate was phased in over the first five years.  This rate is typical for Cuyahoga County and also matches our survey (41 of 206, or 19.9%, anticipated moving within the next year).

	
	
	
	
	YR 1
	YR 5
	YR 10
	YR 15
	YR 20
	YR 25

	AGGRESSIVE SCENARIO
	
	
	
	
	
	
	

	Units vacated (households moving out)
	0
	702
	936
	1013
	1038
	1046

	New units needed (households moving in)
	1050
	348
	114
	37
	12
	4

	Total housing units supported
	
	1050
	3856
	4793
	5100
	5201
	5234

	
	
	
	
	
	
	
	
	
	

	MODERATE SCENARIO
	
	
	
	
	
	
	
	

	Units vacated (households moving out)
	0
	351
	468
	506
	519
	523

	New units needed (households moving in)
	525
	174
	57
	19
	6
	2

	Total housing units supported
	
	525
	1929
	2397
	2550
	2601
	2617

	
	
	
	
	
	
	
	
	
	

	CONSERVATIVE SCENARIO
	
	
	
	
	
	
	

	Units vacated (households moving out)
	0
	164
	218
	236
	242
	244

	New units needed (households moving in)
	245
	81
	27
	9
	3
	1

	Total housing units supported
	
	245
	900
	1119
	1190
	1214
	1221



Even the aggressive scenario is probably on the low side.  The housing that will be constructed on the Burke site is unique and thus should induce demand.  First, it has a prime waterfront location close to downtown.  Second, as a new construction development, this project will compliment, not compete with existing downtown housing that is predominantly rehabbed older buildings.  In fact, there is a strong preference in many buyers for newly built homes with modern amenities.  Third, other studies of Cleveland’s downtown housing demand have resulted in higher estimates.  A 1995 report published by The Urban Center of the Maxine Goodman Levin College of Urban Affairs concluded that at least 20,313 households in the Cleveland region are interested in new housing in Cleveland.  This figure is almost double the 10,628 interested households identified in the 2003 Capstone report.  The 1995 report was based on a 1994 survey of residents of Cuyahoga County plus areas of six surrounding counties.  It is possible that the Capstone survey did not capture a large portion of the potential market, people living outside of Cuyahoga County.  Fourth, the new development at the Burke site will not have the same problems identified by suburbanites when considering moving downtown.  Among these concerns, as identified in a 2000 report by the Housing Policy Research Program at The Urban Center, are convenience shopping (grocery store, movie store, drycleaners), parking, and affordability.  

As described in the site plan, the new community at Burke will have a mix of retail, including convenience shopping for the residents of the site and surrounding neighborhoods.  The additional units in the area combined with existing households will be adequate to support some of the amenities that have been excluded in the past.  In addition, the parking concern has been addressed.  The 2003 survey reflected that the target population would like an average of 1.3 garage spaces per unit.  This has been incorporated into the site plan.  Further, extension of light rail through the community provides opportunities for public transportation.  The high density of the new community is ideal for a transit-oriented development.  Finally, although the new community at Burke will certainly include some high end housing options, a mix of unit types and range of prices will cater to a variety of households.  


The target group identified a number of amenities that it would desire in the new development.  Among those that averaged +1 and greater were a public biking trail/ walking path, view of Lake Erie, next to lakefront public park, view of downtown skyline, close to downtown, proximity to freeway interchange, adjacent to retail and access to marina/boat slip.  The new land use plan for the Burke site includes all of these amenities.


The target group also identified features that were undesirable.  Among these disamenities was exposure to aircraft fuel fumes, small-plane takeoff/landing noise, adjacent to Burke Lakefront Airport and view of airport activity.  None of these features will be an issue with the airport removed.  Capped landfill of river dredging, remediated brownfield, and within ½ mile of railroad were also on this list.  Misperceptions regarding environmental contamination will need to be addressed through education and marketing.  

[image: image1.wmf]Table 1. Redevelopment Costs for Burke Lakefront Airport

Land

$1

Hard Costs

$69,635,000

Soft Costs

$2,000,000

Project Administration

$1,200,000

Loan Fees

$1,400,000

Lease Settlement

$450,000

Demolition

$6,725,601

Brownfield Remediation

$4,000,000

FAA Loan Payoff

$6,500,000

Park Development

$2,000,000

Total

$93,910,601


Other notable characteristics of the target population are a split interest in rental and purchase units, as well as single-adult and multi-adult households. This observation suggests that housing on the Burke site can sustain both for-sale and rental units, in a range of sizes from one-bedroom to three or four.  There may be little demand for housing at the Burke site for households with children.  90% of the households in the target population do not have children.  The indicated price range for rental units is between $350 and $1000.  The price range for the target population is lower than the favorable movers group, those that did not specifically indicate interest in living in multi-family housing.  

Other townhouse developments in the City of Cleveland demonstrate the expectation of a market for units in the $250,000 to $350,000 range, perhaps countering the lack of such evidence from within this survey target group.  

The plan for the Burke site includes eight different housing products at various prices.  Among these products is single-family detached homes and cluster housing.  By providing these options, the pool of interested households almost doubles (10.2% of sample population).


The 2003 Capstone survey suggests that a healthy demand for housing on the Burke site exists.  The new community at Burke offers a product that does not exist anywhere else in the County.  That is, newly constructed housing in close proximity to downtown and on the lake.  The variety of housing product and price will further increase the appeal.

IV.   Residential Housing Financing Analysis

Introduction

      The focus of this capstone assignment is to determine the re-development possibilities of Burke Lakefront Airport (BLA).  Currently, our class is working on three re-development scenarios for BLA. The first scenario involves redeveloping Burke into a deluxe airport, with a public park.  Scenario #2 proposes a multi-use site with airport, residential housing, commercial space, and public park space.  The third scenario would eliminate the airport and add residential, retail, office and park space on the site.

      The purpose of this report is to provide the costs involved in site demolition and preparation for implementing scenario #3.  Table 1 summarizes the redevelopment costs involved in the (BKL) site demolition and construction of 400 residential units of market rate housing.  Table 2 projects the potential gross rent, sales and first year expenses for implementing scenario #3. Table 3 provides maximum loan calculations based on the net operating income in Table 2.  Table 4 briefly summarizes financing sources for this project and will be discussed in more detail.  All tables are in the appendix at the back of this report. 

Burke Lakefront Airport-General Data

Burke Lakefront Airport (BLA) is a general aviation airport commissioned by the FAA.  The airport is located at North Marginal Way, Cleveland, Ohio.  The BLA site is approximately 480 acres of land and located one mile northeast of downtown Cleveland.  The airport terminal is 57,750 square feet.  Burke Lakefront Airport has two runways.  The main runway is 6,198 feet long and 150 feet wide.  The secondary runway is 5,200 feet long and 100 feet wide.  The facilities available to fixed base and transient users include a mix of storage hangars, apron tie-down spaces, terminal facilities, fueling services, automobile parking areas, and other aircraft maintenance related services.  Two fixed-base operators, Million Air and Business Aircraft Center, service BLA.  

Residential Market Analysis 

The excerpt below was taken from the Housing Demand Survey written by Pitt Curtis for the purposes of determining the demand and potential housing market client that would want to live on the Burke Lakefront site.

As part of data-gathering efforts associated with their consideration of future development scenarios for the Burke Lakefront Airport site in Cleveland, Ohio, 17 students in the Planning Capstone Seminar at Cleveland State University’s Maxine Goodman Levin College of Urban Affairs conducted brief telephone surveys with 206 individuals in the Cleveland metropolitan area during March and April 2003.  Respondents agreed to participate after being called in the course of a stratified random sample selected from listings in the May 2002 Cleveland area telephone directory.  The survey had three related objectives:  (1) to identify the level of potential consumer interest in the Burke site as a location for future multi-family housing (townhouse, loft, and multi-story condominium or rental units); (2) to outline certain broad characteristics of the submarkets to which such housing at Burke would appeal; and (3) to estimate the impact of certain site- and development-related characteristics on housing consumer interest.  Responses were sought from residents of two hypothetically distinct suburban community types: three suburbs (Lakewood, Cleveland Heights, and Shaker Heights) with concentrations of higher-density “urban-type” housing and commercial development; and the more traditional suburban communities ringing the Cleveland metropolitan area.

Survey responses showed 11 households (5.3% of the sample) which should have strong potential interest in higher-density housing at the Burke site, based upon anticipated plans to move, very favorable response to a description of the potential neighborhood, and expressed preference for multi-family housing.  Extrapolation of those data across the full Cuyahoga County suburban population suggests the existence of a potential high-interest target market for Burke housing of over 10,000 households per year; varying penetration rate assumptions (essentially wild guesses) for this target market yield demand estimates of 245 to 1,050 units per year.  Likely demand seems about evenly split between rental and purchase units and between single-adult and multi-adult households; however, most of the interest appears to exist in households without children, and the market for units priced above $225,000 may be limited.  The data seems to confirm the hypothesized greater interest among residents in the “urban-type” suburbs.  Environ​mental or lifestyle-related issues appear to be important to potential residents: greenspace and aesthetic (view) factors were consistently seen as positive amenities, while airport presence (noise) and brownfield concerns present disamenities.

The housing survey provides crucial insight into the preferences of the home buying market that would be willing to live on the former Burke Airport Site.  The demand estimates for housing ranges from 245-1,050 units per year.  Further, likely demand seems about evenly split between rental and purchase units and between single-adult and multi-adult households; however, most of the interest appears to exist in households without children, and the market for units priced above $225,000 may be limited.  The survey also reveals little demand for households with children.  The amenities that the respondents showed greater enthusiasm for were Lakefront Public Park, Boulevard with median, Biking trail/walking path, and Residents’ private park.  Most of the disamenities respondents ranked highly were Exposure to aircraft fuel fumes, Small-plane takeoff/landing noise, View of airport activity and High-rise building.

Phase One


The first phase of redeveloping Burke Lake front Airport calls for complete demolition of the airport, terminal, runways, and most hangar buildings.  Based on the residential market analysis, only 400 units of residential housing will be added in the first phase.  The number of units in phase one is conservative, based on the risk of the location for housing.  However, the unit breakdown is as follows: 100 will be low-rise apartments (1000 SF), leasing for $1000/month.  Construction costs on these units total $81,000/unit.  The second housing product available will be 200 stacked flats or condominium (1200 SF and 1700 SF), selling for $145,000-$175,000.  Construction costs total $89,000/unit.  The last housing product scheduled for BLA are 100 townhouses (2500 SF), selling for $225,000.  Construction costs total $150,000.  Included in this phase of development is the construction of a Community Center at (25,000 SF).  Construction costs total $2,600,000.  Phase one also calls for a Marina and Restaurant, totaling 12,000 SF at a cost of $1,600,000.  Further, 100 acres of the site will be developed for recreational use (Parkland=25% of site acreage).  

Redevelopment Costs, NOI and Expenses

[image: image2.wmf]Table 4. Financing Sources

Construction Loan

$12,000,000

Developer Equity

$6,500,000

Clean Ohio Fund

$10,500,000

Port of Cleveland -Bond

$65,000,000

Funding

Total

$94,000,000

Table 1 illustrates the BLA Redevelopment costs totaling $101,910,602.  The largest expenditure involves the hard costs of new construction, totaling $69,635,000.  Within these costs, the developers are assuming the land can be leased from the state of Ohio for $1.00.  The reason for this is due to the fact that the State is not the business of selling land, but fostering economic development.  Small expenses like settling current leases on the BLA site total $450,000.

Brownfield remediation is a large concern for this site as it is made up of solid waste, toxic river dredgings and other hazardous materials.  Twenty-two acres of the BLA site must be capped and kept from public use.  The developer has projected $4,000,000 for additional brownfield sites on the parcel that may need remediation.  

NOI

The developers have assumed all 100 rental units will be leased up during the first year of operation.  Of the stacked flat units, 50 of each size unit are assumed to sell.  The townhouse units are assumed to move slower, with only 50 out of the 100 units sold by the end of the first year.  Table 2 (Appendix) illustrates the Net Operating Income (NOI) and Expenses for the first phase of this development.  The potential gross rent is $1,440,000, with gross unit sales totaling $27,500,000.  The effective gross income totals $26, 942,100 after figuring a vacancy loss on the rental units of 7%.  Additional expenses totaling $4,126,400, yielding a NOI of $22,815,700.  Table 3 presents the calculation of the cash available for debt service.  Based on a NOI of $22,801,750, the cash available for debt service is $19,001,458.  Cap rate return is 22%.  Table 3 (Appendix) also includes the calculation of the maximum loan amount of $189,069,237. 

Financing

Financing sources for this project involve private and public investment in Table 4.  In response to the brownfield issues, a Clean Ohio grant is being sought to finance $10,500,000 of the project.  This grant would finance the brownfield remediation sites and offer some additional infrastructure fundng where needed.  The Port of Cleveland would finance the bulk of the project by issuing revenue bonds to fund $65,000,000 of the development.  Many times the Port of Cleveland prefers becoming the agency that leases the land to the developer until the revenue bonds expire.   This type of arrangement may work well given the location of this site and the overall objective of the Port Authority in developing large capital improvement projects.  A construction loan will be taken out for $20,000,000 that will transfer to permanent financing after construction is complete.  The developer equity investment will total $6,500,000, which will close the financing gap on this project.  Additional sources of funding could be considered if the structure of the development changes.  For example, Community Development Block Grant Funds could be sought if the tenant mix of the housing included low-income housing residents.  A Tax increment financing (TIF) district could be created for the BLA site.  The objective of this kind of financing allocates all tax revenues generated in this district, directly back into the district to fund [image: image3.wmf] Table 2. Net Operating Income and Expenses for BLA

    Residential Units (Income)

Total Revenue

Total First Yr.

# of Units

Sq. Footage

Type

Rent/Cost

Per Month/Year

Revenue

100

100,000

Apartment

$1000/month

$1,200,000

$1,200,000

100

250,000

Townhouse

$225,000/unit

$11,250,000

$11,250,000

200

290,000

Stacked Flat

$147,000/unit

$7,350,000

$7,350,000

$175,000/unit

$8,750,000

$8,750,000

Condo Fees

$15,000/month

$180,000

Totals

400

640,000

$28,730,000

Expenses

Operating Expenses

$1,976,000

Real Estate Taxes

$631,725

Reserves for Replacements

$1,000,000

Vacancy Credit/Loss 7%

$2,011,000

Totals

Total Expenses

$5,618,725

Net Operating Income

$23,111,275

   

 Tax Revenues on First Year Sales-

1.95%

Residential-$556,725

2.50%

Commercial-$75,000

construction of the future phases of development.  

Conclusion
The redevelopment of BLA offers an opportunity to radically change the image of the Cleveland waterfront.  Currently, the airport is operating at a fiscal deficit of about $1.2 million per year.  Further, with the selection of other regional airports (Akron-Canton Regional Airport, Cuyahoga County Airport and Lost Nation) offering newer facilities and a closer location for the flying client is a better option.  In addition, this plan calls for over 100 acres of parkland, a Marina, Community Center, Future retail and commercial space that will offer services and amenities to the residents of Burke Landings. The other capital improvements such as the redevelopment of the Boulevard and the straightening of I-90 offer crucial opportunities for linkages into this proposed new urban neighborhood.      

Appendix__________________________________________________________________

[image: image4.wmf]Table 3. Burke Lakefront Airport

Calculation of Maximum Loan Amount

(4) Potential Gross Income

$28,730,000

Expenses

(5) Vacancy Credit/Loss 7%

$2,011,000

(7) Operating Expenses

$1,976,000

(8) Real Estate Taxes

$631,725

(9) Reserves for Replacements

$1,000,000

Total Expenses

$5,618,725

(10) Net Operating Income

$23,111,275

(11) Debt Service Coverage Ratio         1.20

Cash Available for Debt Service

$19,013,416

Mortgage Constant

10.05%

Cap Rate Return 

22%

Maximum Loan Amount

$189,188,218
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Urban Design and Land Usage

Housing Products

Millionaire’s Mile

· 200 stacked flat units total in 40 replicated historic Cleveland mansions

· Features: 1-2 BR, 1.5-2 BA; 900 sf – 1,575 sf, 100 foot frontage

· Price Points: mid-$100s to mid-$200s.

The Edge

· 155 individual condominium units replicating houseboat living

· Features: 1-3 BR, 1-2.5 BA; 900 sf – 2,000 sf, 17 foot frontage

· Price Points: low-$100s to mid-$200s

· 600 units total in four 10-story apartment buildings w/ surface parking

· Features: 1-2 BR, 1 BA; 750 sf – 1,200 sf

· Price Points: $900 - $1,500/month

Burke Towers

· 1,200 units total in four 20-story high rise residential apartments and condominiums

· Features: 1-3 BR, 1-2 BA; 900 sf – 1,500 sf

· Price Points: $1,125-$2,500/month rental; mid-$100s to low-$300s for sale

Wright Estates

· 133 single family detached homes

· 46 acres buildable land

· Features: 3-4 BR, 3 BA; 2,600 sf – 4,000 sf; 100 foot frontage

· Price Points: mid-$300s to high-$400s

Burke Homes

· 1,100 cluster homes

· 101 acres buildable land

· Features: 2-3 BR, 1.5-2.5 BA; 1,350 sf – 2,350 sf; 50 foot frontage

· Price Points: mid-$100s to mid-$200s

North Coast Townhouses

· 100 townhouses  

· Features: 2 BR, 2 BA; 1,800 sf; 25 foot frontage

· Price Points: mid-$200s

Aviation Assisted Living

· 268 units total in historic conversion of Aviation High School into affordable assisted living facility with two three story tower additions

· Features: 1 BR, 1 BA; 850 sf

· Price Points: $750/month

Mainstreet Apartments

· 100 market rate apartments above retail/commercial uses on E. 40th street

· Features: 1-2 BR, 1 BA; 750 sq – 1,000 sf

· Price Points: $750 to $1,000/month

Total Apartment Units:


700

Total Condo/Apt. High Rise Units:
1,200

Total Stacked Flats: 


200

Total Condominiums:


155

Total Townhouses:


100

Total Cluster Homes:


1,100

Total Single Family:


133

Total Assisted Living:


268

Total Units: 



3,856

Public Facilities

· 9 hole public golf course – 40-acre site with club house, restaurant, and pro shop

· 30-acre public park – open green space

· 1.5 miles of marina

· ½ mile of public beach

· 25,000 square feet of convenience retail/commercial space

· 100,000 square feet of main street retail/commercial/public services

· 180 room hotel, restaurant, and conference center

· 2,200 square foot skate park

· 4,400 square foot Cleveland Sports Complex

· 400 meter ice skating pond

· Three public piers

· New home for Hulett Ore Unloaders and Euclid Beach Carousel

· Public boat ramp

· Public art

· New high technology high school

This plan envisions a new and energized waterfront for Cleveland at the Burke site through public amenities, parkland, and many housing options. This cohesive and attractive design knits the neighborhoods on the bluff with the new Burke Lakefront and will incorporate environmentally sound design with exciting recreational activities that are not currently available in Cleveland.  

Several goals were kept in mind when creating the master plan for the redeveloped Burke site: 

· open the lakefront to the residents of Cleveland through public space, trails, marinas, and amenities

· create a lively urban waterfront for a great north coast city

· produce a coordinated development plan that can be implemented over time

· promote sustainable and low impact development in the waterfront neighborhood

· develop many different housing products that would attract people to the City of Cleveland

· create a new neighborhood that uses the latest technological advances

Challenges: Many design challenges were inherent in the Burke site. First, the site is quite large at nearly 500 acres which requires creative planning. Second, the fill and river dredgings that created the site require nontraditional design and construction. Third, the City’s financial condition does not make it feasible for the entire site to be converted into purely public uses. Fourth, the site is quite windy because it is flat and at the water’s level. And finally, much public and political consensus building must take place before any redevelopment happens at the Burke site.

Opportunities: Again, the site is quite large at nearly 500 acres – while also a challenge, it allows for many different uses to be considered. Second, this is one of the only sites in the city of Cleveland that allows for large scale development on the waterfront. Third, the breakwall calms the waves from Lake Erie prior to reaching the shore. Fourth, the creation of the site with dikes has created several coves that provide safe harbors for boats. Fifth, it is adjacent to downtown with spectacular views of the City and of Lake Erie. And finally, this may be the last chance that Cleveland has to create a premier model neighborhood.  

Much attention has recently been focused on accessibility to Cleveland’s lakefront. Mayor White brought major institutional development to the downtown waterfront just west of Burke near E. 9th Street. While these were impressive accomplishments, the current uses are just building blocks that must be used to create a worldclass waterfront. 

Mayor Campbell is now attempting to build upon these improvements with the relocation and slowing of the Shoreway into a tree-line boulevard, which will open vast amount of land near the lake for development. Burke is the piece of the puzzle that would truly transform Cleveland’s downtown into a vibrant lakefront city.  Also important in the planning context of the area is the housing development currently under construction at Quay 55, just east of the Burke site. 

Prior to undertaken any development, it is important for the city to continue its public consensus process and learn how Clevelanders believe the site should be developed. It is clear from early meetings that the residents of northeast Ohio would like for the airport at Burke to be closed in order to open the lakefront up for public uses. Once consensus has been achieved, the City should undertake a master planning process to map the development’s land uses and institute zoning, land use, and design guidelines for the site. This will ensure that the vision for the lakefront will be continued over the long-term of the 15-20 year phasing of development. 

A good example to use for guidance would be the plan created and currently being implemented at the Stapleton development in Denver by Forest City Enterprises. This is truly an awe inspiring example of what can be accomplished through thoughtful urban design and planning. 

Our plan for the Burke site took into account the public responses that were recorded at the landfront meetings held by the city of Cleveland. It also considered the current Cleveland market conditions of a soft office market with a very high downtown vacancy rate.
 Other considerations were taken into account as well, such as the appropriateness of placing industrial or big box uses on the site since less desirable land will be made available for this type of development south of the relocated Shoreway. And finally, financial feasibility was taken into account as well as the amenities and housing options currently available in the Cleveland area. With this data in mind, our group realized that an important synergy with existing development could happen if housing is built on the eastern part of the Burke site and public uses are constructed on the western portion of Burke.

Phase One: 

Because of the size of the Burke site, it is important to phase this project over many years. Our plan proposes to make the first phase private sector development of housing on the eastern portion of Burke. Several reasons make this the initial phase. First, the land on the eastern portion of Burke is not paved or being actively used by the airport. This means that as soon as the airport is closed, the land could be developed without the City needing to allocate funds towards the demolition of the Burke runways. Second, regardless of the timing of the realignment of the Shoreway, this portion of the Burke site is accessible by way of North Marginal Road. Third, this land is closest to the Quay 55 site and enjoys protected water along the eastern edge of the site. 

Phase one would focus mainly on land from the eastern edge of Burke to E. 38th Street. As the attached master plan shows, this area would include many different housing options. Because of the secluded nature of this portion of the site, some of the most exclusive housing with the highest market rates would be constructed here. It is important to note that Cleveland is void of an entirely high-end neighborhoods. From the eastside to the westside, there are no options for those who want to enjoy an elite lifestyle. As a result, people are moving further into the suburbs because of this missing option. Developing the Burke site will allow for a housing product to be offered that will meet this demand and allow Cleveland to capture this tax revenue. 

Main Street: Phase One would be anchored by a main street along East 40th Street that would create a small downtown mixed-use development.  The street would include approximately 100,000 gross leasable area of street level commercial space with 100 market rate rental units above and two 200 space public parking garages. The retail mix would include convenience retail such as a supermarket, dry cleaner, bank, bookstore, and coffee shop. Public facilities such as police and fire stations and a library and post office would also be available on the main street. This street would provide the vital function of creating a small town neighborhood feel to the redeveloped Burke site. A spur of the waterfront line will come through this main street in order to encourage alternative transportation to and from downtown Cleveland. And restaurants will be encouraged in the commercial spaces. 

Another key feature would be a state of the art Science and Technology Charter School to be located on the west side of the main street. The Stapleton development in Denver was successful at including such a school into its development thanks to donations from the Gates Foundation and Hewlett Packard. While we expect that many residents in the Burke Site will be empty nesters or young professionals, we strongly believe that the long term viability of this neighborhood and the City will be an excellent school. This is the perfect place for Cleveland to create a national model in teaching methods and smart construction techniques, as well as a way start to create a thickness in science-skilled Clevelanders for our future economy.   

Point Public Park: The site would also be anchored in the northeast with a waterfront park that would include a landmark sculpture or structure and many benches, water fountains, flowers, trees, and other public amenities. West of the park along the water would be a marina. Green space and a public promenade along the water would connect this park with the much larger public green space and amenities on the west side of the Burke site. It was important to our group to integrate the housing neighborhoods with the green space and paths would be created throughout. 

The Edge: South of the park along the water would be a development called “The Edge” which consists of apartments and condominiums.  Four apartment buildings are proposed immediately south of the park, each 10 stories with 150 units and a total of 160,000 square feet. Each building would be named after a classic airplane manufacturer: Convair, Douglas, Ford, and Martin. Rent rates would be $900 to $1,500/month. 

South of the apartments, along the water at the eastern edge of Burke, to Aviation High School would be a new and exciting development that would replicate living in a houseboat community. The units would be designed in all sizes (and therefore would sell at price points between low-$100s and mid-$200s) and would be located right on the water’s edge and be connected through a series of wooden docks. Parking would be in the rear of the units. This novel concept is a product not available anywhere in the Cleveland market and should prove to be popular to both established, wealthier families who could choose larger units as well as to young professional. Twenty percent of the units would be sold to low income residents so as to qualify for low income housing tax credits and provide affordable units on the water. Each unit would have a boat slip available for use. 

Wright Estates: Immediately west of the northeast waterfront park over to East 40th Street and down to Aviation High School would be an area called the Wright Estates. This site has 46 acres of buildable land and would be a very exclusive development with large lots and high square footage. 133 units would be constructed. Price points would be mid-$300s to high-$400s. 

North Coast Townhouses: Just west of the park would be a condominium development that would span west to East 40th Street. These 100 townhouses would would overlook public green space and the marinas to the north. Price points would be mid-$200s. 

Burke Homes: West of E. 40th Street to E. 38th Street, and surrounding the Science and Technology High School would be dense cluster homes. Burke Homes would begin construction in Phase One and continue into Phase Three once the Burke airport runways have been removed and sufficient market demand has been proven for this product. In total, 1,100 cluster homes are planned for this area which has 101 acres of buildable land (total of Phase One to Phase Three construction). The units will be 3-4 stories high and will sell at market rates of mid-$100s to mid-$200s. 

Cleveland Sports Complex: In addition to the housing to be built during Phase One, the City of Cleveland should start the public use development of the western portion of Burke with the proposed Cleveland Sport Complex. This would be an exciting new state of the art public recreational facility for the twenty-first century. This facility would a City owned recreational center, including swimming pools, weights, aerobic classes, courts, and yoga. The facility would be fee based, but would be such a nice facility that people from downtown, as well as the neighborhoods and outlying communities would take advantage of its offerings. Adjacent to the facility would be a skate park designed by extreme sport participants as well as a shallow lake, which would be iced over in the winter for ice skating. Both the ice skating and extreme sports facilities would be connected to the main sports complex. Cleveland has been looking for a location of a skate park and this would be the best location for this important and lucrative amenity. 

Phase Two:

Phase Two would begin approximately five years from the start of development of the site. It focuses on the public uses on the western portion of the site. In addition to much landscaped open space in the Phase Two development, our plan includes tennis courts, public washrooms, water fountains, benches, the Carousel from Euclid Beach, and a new home for the Hulett Unloaders. Although some of these amenities could be started in tandem with the Phase One housing development, it will take the City some time to determine the bond financing that will be necessary and conduct the RFPs for the design of the facilities. Further, waiting until Phase Two will allow for the Burke runways to be removed from the site. These runways would be used in construction, land contouring, or for fill materials. 

Public Amenities: Phase Two consists of the land from the eastern edge of the Burke site to approximately East 30th Street. Along the eastern edge of the site, marinas would be added to the waterfront. Hornblowers restaurant would remain in its current location. The USS Cod would be moved further north along the shoreway and a public boat ramp would be constructed at the Cod’s current location. As the attached Master Plan shows, a ½ mile beach would be added at the straight stretch of land prior where the site juts north. Piers for both fishing and ferry service would be constructed at the northwest corner of the Burke site. This ferry service would connect the Burke lakefront with E. 9th Street, the Flats, and Dike 14. Next to the piers would be the three Hulett Unloaders, which would be a nice visual focal point for the waterfront that would be visible from the Shoreway and harken back to Cleveland’s industrial past. 

Burke Towers: The sports facility would be adjacent to two twin tower high rise apartment buildings that would be given membership privileges to the Cleveland Sports Complex. Burke Towers would be the closest housing on the site to downtown Cleveland and would consist of 1,100 total units and 620 space parking garage (consisting of approximately three floors of space).  The units would be a mix of apartments and condominiums, 20% of which would be affordable so that Low Income Housing Tax Credits could be utilized to assist with the construction costs. The units would encourage young professional residents by offering a rent-to-condo option. This would not only ease the burden of purchasing a new home, but also hopefully act as an incentive to keep young professional in Cleveland. This location was chosen as a driver for the public amenity section so that much activity would be on the western part of Burke in the evenings. 

Hotel, Restaurants, and Retail: On the western most corner of the Burke site would be a 180 room luxury hotel with restaurants and meeting rooms adjacent to the beach and marinas. Although there is a soft market for hotels in Cleveland today, we believe that in five years, the market will be better and that regardless there would be a draw for guests who are able to stay right on the waterfront. All of these uses would put a critical mass of people on the waterfront with these vibrant activities. 25,000 square feet of convenience retail space and restaurants are planned to be split between in two locations and another spur of the waterfront line would enter the site at E. 18th Street and travel up to the Huletts. Public parking lots would be available on the site, but the public would be encouraged to ride the waterfront line by lower parking prices at the municipal lot. 

Millionaire’s Mile: Along the moved Shoreway (or along North Marginal Road if the Shoreway is not relocated) would be another very exciting and trademark housing development for the Burke site. Replicas of 40 mansions from Cleveland’s historic Millionaire’s Row would be recreated as multifamily stacked flat dwellings. These mansions would consist of approximately 5 units (depending on the exact mansion) and would contain one low income unit that would be smaller in size. The stacked flat condominiums would be attractive to many segments of the population and the market rate units would range in price from high-$100’s to mid-$200’s. This construction would be an amazing homage to Cleveland’s past and would be a much desired housing product currently not available in Cleveland. Residents could in essence own a piece of Cleveland’s past. In addition, market research shows that stacked flats are one of the most desirable housing units today.

Public Golf Course: Behind the Millionaire’s Mile mansions would be a top notch 9-hole public golf course. It is envisioned that this course could possibly be designed and sponsored by IMG as their hometown signature course. It is important to note that this course could be a good source of revenue for the City of Cleveland if it is properly maintained and managed. It is also a design solution for a section of the Burke site that cannot be built upon. Since a portion of the site has waste of the quality that cannot be disturbed with digging or vegetation penetration, a golf course is a good use for this large piece of land. Rubble from the runways can be used to contour the land once it has been properly capped. A clubhouse with bar, restaurant, and pro shop is planned at the western edge of the course. A parking lot would be built directly in front of the clubhouse going north to the retail node near the water. 

Aviation Assisted Living: At the southern point of the Burke site on North Marginal Road is Aviation High School. Our plan proposes to use Historic Tax Credits to renovate the high school into an elderly assisted living facility. The school would be perfect due to its large hallways, cafeteria, and classrooms. Further, a pharmacy and doctors offices would be located on the first floor of the building. The residents would have access to a private portion of land adjacent to the building that overlooks the water. A new addition to the building in the form of two three story towers is proposed. This would afford views of Lake Erie and would be attractive to those seniors who enjoy locations such as the Euclid Beach high rise in North Collinwood. Rental rates for these units would be $750/month.

Phase Three:


Phase Three of the site is the middle of the Burke site which is between East 30th and East 38th Street. As the final phase of development, the market will dictate what exact type of housing unit is constructed. We plan to continue the Burke Home construction to complete the site and build around the golf course. Ribbons of green space and trails can connect the various parts of the Burke site through the Burke Homes. 

Our plan meets the stated objectives. It creates a lively and livable waterfront community that will be active in all seasons and all parts of the day. The housing products will satisfy market demand and provide options not currently available in the Cleveland. Not only will new residents we brought into the city of Cleveland, but existing residents and especially young professionals may be encouraged to remain in the city limits. If executed property, this development could be the shining neighborhood in Cleveland. 
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� Curtiss, Pitt. 2003.  “Burke Lakefront Airport Site: Housing Demand Survey.” PDD 611: Planning Capstone 


� Grubb & Ellis Co. reported a 19.5% vacancy rate in downtown Cleveland at the beginning of 2003. This is the highest level since the early 1990s. Stan Bullard “Hard Times Call for Better Office Offers” Crain’s Cleveland Business (March 31-April 6, 2003) at 20. 
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[image: image6.wmf]Table 1. Redevelopment Costs for Burke Lakefront Airport

Land

$1

Hard Costs

$69,635,000

Soft Costs

$2,000,000

Project Administration

$1,200,000

Loan Fees

$1,400,000

Lease Settlement

$450,000

Demolition

$6,725,601

Brownfield Remediation

$4,000,000

FAA Loan Payoff

$6,500,000

Park Development

$2,000,000

Total

$93,910,601
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    Residential Units (Income)

Total Revenue

Total First Yr.

# of Units

Sq. Footage

Type

Rent/Cost

Per Month/Year

Revenue

100

100,000

Apartment

$1000/month

$1,200,000

$1,200,000

100

250,000

Townhouse

$225,000/unit

$11,250,000

$11,250,000

200

290,000

Stacked Flat

$147,000/unit

$7,350,000

$7,350,000

$175,000/unit

$8,750,000

$8,750,000

Condo Fees

$15,000/month

$180,000

Totals

400

640,000

$28,730,000

Expenses

Operating Expenses

$1,976,000

Real Estate Taxes

$631,725

Reserves for Replacements

$1,000,000

Vacancy Credit/Loss 7%

$2,011,000

Totals

Total Expenses

$5,618,725

Net Operating Income

$23,111,275

   

 Tax Revenues on First Year Sales-

1.95%

Residential-$556,725

2.50%

Commercial-$75,000
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Calculation of Maximum Loan Amount

(4) Potential Gross Income

$28,730,000

Expenses

(5) Vacancy Credit/Loss 7%

$2,011,000

(7) Operating Expenses

$1,976,000

(8) Real Estate Taxes

$631,725

(9) Reserves for Replacements

$1,000,000

Total Expenses

$5,618,725

(10) Net Operating Income

$23,111,275

(11) Debt Service Coverage Ratio         1.20

Cash Available for Debt Service

$19,013,416

Mortgage Constant

10.05%

Cap Rate Return 

22%

Maximum Loan Amount

$189,188,218
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Construction Loan

$12,000,000

Developer Equity

$6,500,000

Clean Ohio Fund

$10,500,000

Port of Cleveland -Bond

$65,000,000

Funding

Total

$94,000,000
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				Park Development						$10,000,000						Table 3. Burke Lakefront Airport

								Total		$101,910,602						Calculation of Maximum Loan Amount

																(4) Potential Gross Income								$28,730,000

				Table 4. Financing Sources												Expenses

																(5) Vacancy Credit/Loss 7%								$2,011,000

																(7) Operating Expenses								$1,976,000

				Construction Loan						$12,000,000						(8) Real Estate Taxes								$631,725

																(9) Reserves for Replacements								$1,000,000

				Developer Equity						$6,500,000						Total Expenses								$5,618,725

				Clean Ohio Fund						$10,500,000						(10) Net Operating Income								$23,111,275

																(11) Debt Service Coverage Ratio         1.20

				Port of Cleveland -Bond						$65,000,000

				Funding												Cash Available for Debt Service								$19,013,416

								Total		$94,000,000						Mortgage Constant								10.05%

																Cap Rate Return				22%

				,												Maximum Loan Amount								$189,188,218

						,
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		Table 2. Net Operating Income and Expenses for BLA

				Residential Units (Income)																		Total Revenue				Total First Yr.

						# of Units				Sq. Footage				Type				Rent/Cost				Per Month/Year				Revenue

						100				100,000				Apartment				$1000/month				$1,200,000				$1,200,000

						100				250,000				Townhouse				$225,000/unit				$11,250,000				$11,250,000

						200				290,000				Stacked Flat				$147,000/unit				$7,350,000				$7,350,000

																		$175,000/unit				$8,750,000				$8,750,000

																		Condo Fees				$15,000/month				$180,000

				Totals		400				640,000																$28,730,000

														Expenses

														Operating Expenses												$1,976,000

														Real Estate Taxes												$631,725

														Reserves for Replacements												$1,000,000

														Vacancy Credit/Loss 7%												$2,011,000

				Totals																		Total Expenses				$5,618,725

																				Net Operating Income						$23,111,275

				Tax Revenues on First Year Sales-

				1.95%		Residential-$556,725

				2.50%		Commercial-$75,000
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				Table 1. Redevelopment Costs for Burke Lakefront Airport

				Land						$1

				Hard Costs						$69,635,000

				Soft Costs						$2,000,000

				Project Administration						$1,200,000

				Loan Fees						$1,400,000

				Lease Settlement						$450,000

				Demolition						$6,725,601

				Brownfield Remediation						$4,000,000

				FAA Loan Payoff						$6,500,000

				Park Development						$10,000,000						Table 3. Burke Lakefront Airport

								Total		$101,910,602						Calculation of Maximum Loan Amount

																(4) Potential Gross Income								$28,730,000

				Table 4. Financing Sources												Expenses

																(5) Vacancy Credit/Loss 7%								$2,011,000

																(7) Operating Expenses								$1,976,000

				Construction Loan						$20,000,000						(8) Real Estate Taxes								$631,725

																(9) Reserves for Replacements								$1,000,000

				Developer Equity						$6,500,000						Total Expenses								$5,618,725

				Clean Ohio Fund						$10,500,000						(10) Net Operating Income								$23,111,275

																(11) Debt Service Coverage Ratio         1.20

				Port of Cleveland -Bond						$65,000,000

				Funding												Cash Available for Debt Service								$19,013,416

								Total		$102,000,000						Mortgage Constant								10.05%

																Cap Rate Return				22%

				,												Maximum Loan Amount								$189,188,218

						,
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		Table 2. Net Operating Income and Expenses for BLA

				Residential Units (Income)																		Total Revenue				Total First Yr.

						# of Units				Sq. Footage				Type				Rent/Cost				Per Month/Year				Revenue

						100				100,000				Apartment				$1000/month				$1,200,000				$1,200,000

						100				250,000				Townhouse				$225,000/unit				$11,250,000				$11,250,000

						200				290,000				Stacked Flat				$147,000/unit				$7,350,000				$7,350,000

																		$175,000/unit				$8,750,000				$8,750,000

																		Condo Fees				$15,000/month				$180,000

				Totals		400				640,000																$28,730,000

														Expenses

														Operating Expenses												$1,976,000

														Real Estate Taxes												$631,725

														Reserves for Replacements												$1,000,000

														Vacancy Credit/Loss 7%												$2,011,000

				Totals																		Total Expenses				$5,618,725

																				Net Operating Income						$23,111,275

				1.95%		Residential-$556,725

				2.50%		Commercial-$75,000
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				Table 1. Redevelopment Costs for Burke Lakefront Airport

				Land						$1

				Hard Costs						$69,635,000

				Soft Costs						$2,000,000

				Project Administration						$1,200,000

				Loan Fees						$1,400,000

				Lease Settlement						$450,000

				Demolition						$6,725,601

				Brownfield Remediation						$4,000,000

				FAA Loan Payoff						$6,500,000

				Park Development						$10,000,000						Table 3. Burke Lakefront Airport

								Total		$101,910,602						Calculation of Maximum Loan Amount

																(4) Potential Gross Income								$28,730,000

				Table 4. Financing Sources												Expenses

																(5) Vacancy Credit/Loss 7%								$2,011,000

																(7) Operating Expenses								$1,976,000

				Construction Loan						$20,000,000						(8) Real Estate Taxes								$631,725

																(9) Reserves for Replacements								$1,000,000

				Developer Equity						$6,500,000						Total Expenses								$5,618,725

				Clean Ohio Fund						$10,500,000						(10) Net Operating Income								$23,111,275

																(11) Debt Service Coverage Ratio         1.20

				Port of Cleveland -Bond						$65,000,000

				Funding												Cash Available for Debt Service								$19,013,416

								Total		$102,000,000						Mortgage Constant								10.05%

																Cap Rate Return				22%

				,												Maximum Loan Amount								$189,188,218

						,
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		Table 2. Net Operating Income and Expenses for BLA

				Residential Units (Income)																		Total Revenue				Total First Yr.

						# of Units				Sq. Footage				Type				Rent/Cost				Per Month/Year				Revenue

						100				100,000				Apartment				$1000/month				$1,200,000				$1,200,000

						100				250,000				Townhouse				$225,000/unit				$11,250,000				$11,250,000

						200				290,000				Stacked Flat				$147,000/unit				$7,350,000				$7,350,000

																		$175,000/unit				$8,750,000				$8,750,000

																		Condo Fees				$15,000/month				$180,000

				Totals		400				640,000																$28,730,000

														Expenses

														Operating Expenses												$1,976,000

														Real Estate Taxes												$631,725

														Reserves for Replacements												$1,000,000

														Vacancy Credit/Loss 7%												$2,011,000

				Totals																		Total Expenses				$5,618,725

																				Net Operating Income						$23,111,275

				Tax Revenues on First Year Sales-

				1.95%		Residential-$556,725

				2.50%		Commercial-$75,000





Sheet3

		






_1113307113.xls
Sheet1

				Table 1. Redevelopment Costs for Burke Lakefront Airport

				Land						$1

				Hard Costs						$69,635,000

				Soft Costs						$2,000,000

				Project Administration						$1,200,000

				Loan Fees						$1,400,000

				Lease Settlement						$450,000

				Demolition						$6,725,601

				Brownfield Remediation						$4,000,000

				FAA Loan Payoff						$6,500,000

				Park Development						$2,000,000						Table 3. Burke Lakefront Airport

								Total		$93,910,601						Calculation of Maximum Loan Amount

																(4) Potential Gross Income								$28,970,000

																(5) Vacancy Credit/Loss 7%								$2,027,900

																(6) Effective Gross Income								$26,942,100

				Table 4. Financing Sources												Expenses

																(7) Operating Expenses								$976,988

				Construction Loan						$20,000,000						(8) Real Estate Taxes								$1,400,000

																(9) Reserves for Replacements								$750,000

				Developer Equity						$6,500,000						Total Expenses								$4,126,400

				Clean Ohio Fund						$10,500,000						(10) Net Operating Income								$22,801,750

																(11) Debt Service Coverage Ratio         1.20

				Port of Cleveland -Bond						$65,000,000

				Funding												Cash Available for Debt Service								$19,001,458

								Total		$102,000,000						Mortgage Constant								10.05%

																Cap Rate Return				22%

				,												Maximum Loan Amount								$189,069,237

						,
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		Table 2. Net Operating Income and Expenses for BLA

				Residential Units (Income)																		Total Revenue				Total First Yr.

						# of Units				Sq. Footage				Type				Rent/Cost				Per Month/Year				Revenue

						100				100,000				Apartment				$1000/month				$1,200,000				$1,200,000

						100				250,000				Townhouse				$225,000/unit				$11,250,000				$11,250,000

						200				290,000				Stacked Flat				$147,000/unit				$7,350,000				$7,350,000

																		$175,000/unit				$8,750,000				$8,750,000

																		Condo Fees				$15,000/month				$180,000

				Totals		400				640,000																$28,730,000

														Expenses

														Operating Expenses												$1,976,000

														Real Estate Taxes												$1,400,000

														Reserves for Replacements												$1,000,000

														Vacancy Credit/Loss 7%												$2,011,000

				Totals																		Total Expenses				$6,387,000

																				Net Operating Income						$22,343,000

				Tax Revenues on First Year Sales-

				1.95%		Residential-$556,725

				2.50%		Commercial-$75,000
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