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July 6, 2016     

 
 
LaVern Murphy 
Deputy Director of Economic Development 
Village of Matteson 
4900 Village Commons 
Matteson, Illinois 60443 
 
 
Dear Ms. Murphy, 

The Village of Matteson (Client) engaged Hunden Strategic Partners to perform a highest and best use 
analysis to redevelop and enhance the area known as Lincoln Mall. Given the nature of the assignment, 
HSP provided a comprehensive understanding of the highest and best uses, the future market potential and 
the feasibility for office, residential, hospitality, retail and specialty development in the area. The attached is 
our final executive summary. 

This deliverable has been prepared under the following general assumptions and limiting conditions: 

! The findings presented herein reflect analysis of primary and secondary sources of information 
that are assumed to be correct. HSP utilized sources deemed to be reliable, but cannot 
guarantee their accuracy.  

! No responsibility is taken for changes in market conditions after the date of this report and no 
obligation is assumed to revise this report to reflect events or conditions occurring after the 
date of this report. 

! HSP has no control over construction costs or timing of construction and opening. 

! Macroeconomic events affecting travel and the economy cannot be predicted and may impact 
the development and performance of the project.  

We have enjoyed serving you on this engagement and look forward to providing you with continuing service. 

Sincerely yours, 

 

HUNDEN STRATEGIC PARTNERS  



 

 

EXECUTIVE SUMMARY 
The Village of Matteson engaged Hunden Strategic Partners to perform a highest and best use analysis to 
redevelop and enhance the area known as Lincoln Mall. The community is interested in understanding the 
market demand and developments opportunities at the Mall site. The analysis will aim to provide the Client 
with a comprehensive understanding of the highest and best uses, the future market potential and the 
feasibility for office, residential, hospitality, retail, and specialty development in the area and at specifically 
selected sites. 

Components of this executive summary report include: 

! Lincoln Mall Site History 

! Economic & Demographic Profile of Matteson 

! Restaurant and Retail Market Analysis 

! Residential Market Analysis 

! Office Market Analysis 

! Hotel Market Analysis 

! Specialty Market Analysis 

! Recommendations 

! Demand and Financial Projections 
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SUMMARY OF CONCLUSIONS 
The following is a summary of the primary data analyzed and results. 

Lincoln Mall Site History 

The Lincoln Mall, which opened in 1973, featured 989,000 total square feet of indoor space. The mall opened 
with four anchor tenants:  Carson Pirie Scott, JCPenney, Montgomery Wards, and Wieboldt’s, of which 
Carson’s is the only tenant still in operation. The Lincoln Mall, which was renovated in 1993 and featured 90 
to 100 inline stores, officially closed in January of 2015. With the exception of Carson’s, the entire building is 
sitting vacant.  

The following figure shows the layout for the Lincoln Mall. 

Figure 1 

 

The mall site sits just north of a new 126,000-square foot Target and a 104,000-square foot JCPenney, both 
of which opened in 2007. 

The following figure shows the current site of the Lincoln Mall and the surrounding area.  
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Figure 2 

 

As of May 2016, the Cook County Land Bank Authority had taken control of the 48.42-acre mall property 
under the No Cash Bid program. The Village of Matteson has consent of foreclosure on the 48.42 acres 
through receiver certificates, which is a lien on the property, and serves as first mortgage. The Land Bank 
Authority purchased tax certificates to the mall and is going through the redemption period, which is expected 
to end by the end of the year. The back taxes are $2.7 million. The following figure shows Lincoln Mall 
ownership. 



 

Village of Matteson Market and Needs Assessment  Executive Summary – Page 4 

Figure 3 

 

As the figure shows, Carson’s currently owns 145,000 square feet of space. Though Carson’s has made 
investments and improvements to separate from the shuttered mall, they are open and able to reconfigure. 
Sears holding (blue area) owns a ten-acre site that is for sale and the Village of Matteson is negotiating an 
option to purchase. The 8.5-acre green area is owned by the Mid America Real Estate Corporation. In total, 
there are 48.42 acres available for redevelopment. 

Economic & Demographic Profile 

Local market area characteristics such as population, demographics, a diversified economy, access, quality of 
downtown and tourist attractions influence the potential demand for all real estate developments.  

The following table below shows population change in the United States, Illinois, the MSA, and the Village of 
Matteson. 
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Table 1  
Population and Growth Rates

Population Percent Change
1990 2000 2010 2014 Estimate 2000-2014

United States 248,709,873 281,421,906 308,745,538 318,857,056 13.3%
Illinois 11,430,602 12,419,293 12,830,632 12,880,580 3.7%

Chicago-Naperville-Elgin MSA 8,239,820 9,157,540 9,461,105 9,554,598 4.3%
Village of Matteson 11,378 12,928 19,009 19,156 48.2%

Source: U.S. Census Bureau, Hunden Strategic Partners
 

The Village of Matteson has experienced significant growth compared to the MSA, state, and country 
throughout the last 14 years. The population of the Village has increased by nearly 50 percent since 2000. 
This growth represents an attractive asset to any developer.  

Heavy populations of enrolled students suggest that the market will continue to reap the benefits of a more 
innovative and educated workforce. The following table summarizes the higher education institutions within 20 
miles of Matteson. 

Table 2 
Higher Education - Matteson

Institution Location
Distance from 

Zip Code (miles)
Highest 

Degree Offered Enrollment
Governors State university University Park, IL 3 Doctorate 5,776
Prairie State College Chicago Heights, IL 6.7 Associates 4,574
South Suburban College South Holland, IL 9.4 Associates 4,329
Trinity Christian College Palos Heights, IL 10.6 Masters 1,406
Saint Xavier University Chicago, IL 12.6 Masters 4,073
Moraine Valley Community College Palos Hills, IL 14.1 Associates 15,286
Chicago State University Chicago, IL 14.1 Doctorate 5,211
City College of Chicago-Olive-Harvey College Chicago, IL 14.1 Associates 4,572
Purdue University-Calumet Campus Hammond, IN 15.6 Doctorate 9,501
City College of Chicago-Richard j Daley College Chicago, IL 16.4 Associates 8,914
Calumet College of Saint Joseph Whiting, IN 17 Masters 1,072
Lewis University Romeoville, IL 17.6 Doctorate 6,689
Joliet Junior College Joliet, IL 18 Associates 15,776
City Colleges of Chicago-Kennedy-King College Chicago, IL 19.2 Associates 5,313
Indiana University-Northwest Gary, IN 19.2 Masters 6,052

Total Enrollment 98,544

Source: National Center for Education Statistics, HSP  

As the table shows, there are nearly 100,000 enrolled students within 20 miles of Matteson.  

The following figure shows the median household income by zip code for the Matteson area.  
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Figure 4 

 

As shown in the figure, the median household income in the Village of Matteson is approximately $63,000 per 
year. This is consistent with the median household incomes in the areas to the north and south of the Village. 
Matteson lies on the eastern border of higher incomes areas, as shown by the $105,000 median household 
income in Frankfort, while zip codes to the east of the site are typically lower.  

The following figure presents the median home sales price in the Matteson area. 
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Figure 5 

 

Consistent with the median household income, the Village of Matteson straddles the area higher priced 
housing to the west and lower priced housing to the east. The Village of Matteson is in the upper-mid level of 
housing prices, with a median house sales price ranging from $106,000 to $193,000 throughout most of the 
Village.  

The following figure shows traffic counts on major roads and stoplights surrounding Lincoln Mall. 
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Figure 6 

 

As shown in the figure, there is steady traffic flow on the Lincoln Highway (Route 30) and west of the site on 
Cicero (Route 50). Traffic on I-57 represents a significant potential demand generator for any development at 
the Lincoln Mall site. Proximity of major thoroughfares presents an ease of access advantage, as well as 
additional visibility, to any new development. In addition to heavy traffic surrounding the site, major local 
employers and hospitals, as well as downtown Chicago health and supporting suburban jobs, represent key 
demand generators in the area.  

SWOT Analysis  

The following SWOT analysis summarizes the strengths, weaknesses, opportunities, and threats identified for 
the Village of Matteson.  

Strengths 
! Growing population 

! Solid demographics 

! Existing retail and hotel assets 

! Accessibility and visibility (Major roads) 
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Weaknesses 
! Retail trending to west toward higher income areas 

! Vacancy and movement of businesses 

! Older built environment versus newer areas 

Opportunities 
! Major redevelopment site at Lincoln Mall 

! Game changer developments due to access/visibility, but only with serious Village incentives 

! Multifamily & townhouses for young dollars 

Threats 
! Without action to reverse course, vacancies and moves to other areas may continue 

! Aging population 

Restaurant and Retail Market Analysis  

There are several retail shopping nodes that currently exist in the Village of Matteson. According to 
conversations with local brokers, retail nodes have been struggling to maintain occupancy. Experts stated that 
retail needs to be consolidated, not expanded, and that retailers are moving east and west of the Village of 
Matteson.  

The following figure shows the retail shopping districts in Matteson and the surrounding area. 
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Figure 7 

 

As shown in the figure, there are many shopping areas surrounding the Village of Matteson, particularly to the 
north in Orland Park and Tinley Park. The local Wal-Mart closed its Matteson location and is relocating three 
miles to the east in Olympia Fields as a Super Wal-Mart. A Super Wal-Mart is also opening in Richton Park.  

According to conversations, retail rental rates are between $10-20 per square foot. Real estate taxes are 
perceived as high in the area, and in many cases, the taxes equal the amount of the lease. Common Area 
Maintenance (CAM) is typically in the $3.00/SF range. 

The following figure shows the leakage/surplus by industry subsector in Matteson. Positive numbers represent 
leakage, while negative numbers represent surplus. 
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Figure 8 

 

As the figure shows there are surpluses in six categories and shortages, or leakage, in seven categories.  The 
Village is leaking retail spending in the furniture, electronic, restaurant, gasoline, sporting goods, and non-
store retailer industry subsectors.  

The following figure shows more detailed leakage/surplus by individual industry group for Matteson.  

Figure 9 
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As the figure shows, there is significant leakage in various industry groups. Conversations with stakeholders 
indicated interest in furniture and electronic stores, as well as an outlet mall, though that would require 
significant investment.   

Restaurant Market Analysis 

Currently the Village of Matteson offers an effective mix of quick-service and fast casual options, but lacks sit-
down dining options. Breakfast options in the market are also very limited, according to interviews.   

The following map shows the locations of evening restaurants and quality dining options in the area 
surrounding the site. 

Figure 10 

 

As shown in the figure, the majority of the local quality dining options are located along Lincoln Highway at the 
I-57 exit. Additional fast casual dining options in the area surrounding the site include Panera Bread, Pizza 
Hut, Chipotle, Five Guys, and Rosati’s Pizza. Conversations with local experts indicated that there is market 
opportunity for casual and high-end dining options in the market such as a steakhouse, though it may require 
additional effort on the part of the Village. National chains, such as Houlihan’s and TGI Friday’s, were also 
suggested throughout interviews.  

Residential Market Analysis 

In 2004 and 2005, the Village of Matteson averaged over 400 new home starts per year. The past five years 
(2011-2015) have shown an average of four new home starts per year due to the declining housing market in 
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the U.S. In addition, from 2014 through 2015 there were 167 resale transactions and 127 REO transactions in 
the Village of Matteson. Currently, the median price for a single-family home is $125,000 with a median size 
of 1,600 square feet, which equates to $81 per square foot. The following map shows the residential areas in 
the Matteson area. 

Figure 11 

 

Analysis suggests that there is also a less than adequate supply of apartment complexes in the Village of 
Matteson. There is also a growing demand for senior housing. The rental market comes from housing, 
townhome and condo market that is available for rent. The following table shows the apartment supply in the 
Village of Matteson. 
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Table 3 

 

The apartment supply, as shown above, is comprised of older properties that are all located along 
Lindenwood Drive. These properties, which average approximately $1.00 per square foot in rent, are 
completely occupied. There are currently no available apartments for rent in Matteson.  

Ryland Homes, which recently merged with homebuilder Standard Pacific to form CalAtlantic Group, is in the 
process of a major residential project between Cicero Avenue and Interstate 57, south of Vollmer Road in 
Matteson. The company plans to build 126 single-family homes, 72 townhouses, and 27 quad buildings 
equipped with four rental units each. The 63-acre development, which will also include a park with walking 
trails, will have a major positive impact on the residential situation in Matteson.  

Additional feedback regarding the residential market included: 

! 2.2 acres of land are necessary to construct a five story, 100-unit apartment building.  

! Currently the Millennial age group is unable to return to the area after college because there are 
no affordable housing options available. Apartments would allow this group to return to the area.  

! Any residential projects need to be accessible to the train station, and it is important to include 
clubhouses and pools. 

! Overall, stakeholders were divided on the housing potential. The strongest desire is for 
townhome developments. 

The Village of Matteson currently is comprised of approximately 90 percent single-family homes. Analysis of 
the market suggests that there is a definite need for senior housing, multi-family, apartments and townhomes.  
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Office Market Analysis  

Available office space in the Village of Matteson is very limited. The following map shows the locations of 
office spaces in the Matteson area. 

Figure 12 

 

As the map shows, most of the office spaces are close to I-57 along Lincoln Highway. To the north there is a 
large draw for office tenants in Tinley Park. The following table shows the office supply in the Matteson area. 
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Table 4 

 

As the table shows, there is generally a higher vacancy in larger buildings in Matteson. Interviews conducted 
with local brokers indicated that larger tenants will search a ten-mile radius for available space. Lease 
properties are supporting large vacancies despite limited availability and generally good quality. Additional 
feedback indicated that taxes are high in this area, which makes it less attractive for landlords and tenants, 
and tenant improvements are cost prohibitive for short-term leases. Qualified tenants must have a certificate 
of occupancy, a business license and inspection for approval. Overall, analysis suggests that there is not a 
strong market opportunity for office spaces in the Village of Matteson. 

Hotel Market Analysis 

The competitive hotel market in the Village of Matteson is composed of mid-sized, midscale to upper midscale 
hotels. The largest hotel, the 202-room, upper midscale Holiday Inn Chicago Matteson Convention Center, is 
the local market leader in terms of size and quality. The following map shows the locations of the hotels in the 
Village of Matteson and the surrounding areas. 



 

Village of Matteson Market and Needs Assessment  Executive Summary – Page 17 

Figure 13 

 

As the map shows, there are several hotel clusters either along I-57 to the south or I-80/294 to the north, with 
a few individual properties located off of the interstate. The following table presents the competitive set hotels 
for the Village of Matteson. 

Table 5 
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There are five properties in the competitive set with a total of 586 rooms, all within one mile of the site. The 
largest property, the 202-room Holiday Inn Chicago Matteson Convention Center, is also the oldest, which 
opened in 1984 and underwent a massive renovation in 2012. This property accounts for nearly one third of 
the rooms in the competitive set. The Holiday Inn is full-service and offers nearly 20,000 square feet of total 
function space. The average age for the hotels in this competitive set is 22 years. 

The following table shows the occupancy by day of the week per month for the twelve months starting in April 
of 2015. Days of the week with occupancy between 75 and 80 percent are shown in yellow, suggesting mild 
displacement and unaccommodated demand, while orange shows days with 80 to 90 percent occupancy, 
suggesting very likely displacement. Days in red indicate occupancy greater than 90 percent for the set, 
suggesting near-certain displacement. 

Table 6 

Sunday Monday Tuesday Wednesday Thursday Friday Saturday Avg
Apr - 15 43.9% 54.8% 59.6% 59.5% 56.6% 63.5% 71.3% 58.4%
May - 15 54.8% 57.5% 62.6% 63.9% 62.4% 72.0% 79.5% 65.1%
Jun - 15 54.4% 67.1% 70.0% 75.2% 68.6% 75.2% 82.6% 70.3%
Jul - 15 59.0% 65.1% 73.5% 69.0% 70.0% 83.2% 84.8% 72.3%
Aug - 15 61.6% 60.9% 66.7% 64.3% 62.2% 72.7% 82.9% 67.4%
Sep - 15 62.3% 60.2% 64.2% 67.3% 62.2% 73.9% 86.9% 68.0%
Oct - 15 58.2% 64.8% 67.0% 65.6% 62.3% 66.2% 76.8% 66.1%
Nov - 15 40.1% 49.9% 51.7% 53.8% 52.9% 61.4% 60.5% 52.4%
Dec - 15 36.0% 44.7% 47.9% 46.9% 51.8% 43.4% 53.2% 46.5%
Jan - 16 33.8% 43.5% 44.6% 48.1% 43.9% 47.1% 53.3% 44.9%
Feb - 16 46.7% 44.7% 48.4% 51.1% 41.1% 57.0% 69.1% 50.9%
Mar - 16 41.6% 52.0% 54.3% 55.7% 49.9% 68.9% 78.5% 56.9%
Average 49.2% 55.5% 59.2% 60.0% 57.1% 65.5% 73.3%

Sources: Smith Travel Research   

Occupancy Percent by Day of Week by Month - April 2015 - March 2016

 

Each cell is an average of four specific dates, for example Wednesdays in July averaged 69.0 percent 
occupancy. As shown, Saturday occupancy May 2015 through October 2015 was consistently high, with all of 
those days over 75 percent occupancy. Weekday occupancy is lower, ranging from 55.5 percent on Mondays 
up to 60.0 percent on Wednesdays. As in all markets, Sunday occupancy is the lowest, averaging 49.2 
percent. The seasonality demonstrates Matteson is a very leisure dominated market and does not have 
strong corporate demand during the week.  

The following table shows the ADR by day of the week per month for 2015. The yellow cells represent ADR 
values from $90 to $100, the orange cells represent values from $100 to $110, and the red cells are all values 
above $110.  
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Table 7 

 

The highest average daily rates occur on Fridays and Saturdays in August, at $111.68 and $117.05, 
respectively. The market has some variance on a monthly basis, from an average of $76.60 in January to an 
average of $102.08 in July. There is little fluctuation between averages during the week, ranging from $83.00 
and $85.00. Overall, Saturdays have the highest ADR during the week. 

Hotel occupancy is low during the week, so the viability of new hotels will be minimal. Hotel performance 
would be boosted by a youth sports development, but only during the weekends, which are already stronger 
than during the week. 

Specialty Market Analysis 

Waterpark 

In addition to traditional real estate uses, HSP analyzed the market opportunity for specialty uses at the site of 
the Lincoln Mall, specifically waterpark and youth sports. 

The overall market for indoor waterparks is projected to increase over the next five years. Waterpark 
performance has recovered at a faster pace than the economy as a whole, and indoor waterparks typically 
leverage other attractions to create a tourist destination. The greatest appeal is in cold weather climates, 
offering an escape from winter temperatures. 

An indoor waterpark would create a highly magnetic development. Matteson fits the geographic region and 
district vision of waterpark planners, and the proximity to the I-57 is a great asset. The footprint and parking 
required are more conducive than other uses for the current situation. On average, indoor waterparks have 
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400 connected hotel rooms, with one parking space per room and a 25 percent increase for transient visitors, 
which would require 500 spaces, or approximately five acres. 

Youth Sports 

Conversations with local representatives indicated that the Chicago Southland has been looking to develop a 
sports complex for years. There is great interest from a number of parties, but no money for the project. The 
Matteson Community Center has been a hub for basketball and is considered to be the best facility in the 
market other than the Southland Center in Lynwood. There are currently several softball facilities in the 
market. The strongest local need is for multipurpose fields, followed by indoor event space and baseball 
facilities. Ideally a sports development would have eight to 12 multipurpose fields. 

Matteson is the perfect location for a sports complex with the visibility from the interstate, restaurant and hotel 
and solid infrastructure. While a sports development would have a tremendous impact on Matteson, the 
project would require 100 percent public investment, plus potentially an ongoing operating subsidy, depending 
on several factors. 

In addition to sports and waterparks, additional demand interviews indicated that there is a strong desire for 
an entertainment or recreation development as part of this project. Movie theaters and go-carts were brought 
up in demand interviews, as well as casinos, though a casino development is highly unlikely.  

Recommendations 

Future trends indicate more of the same for most real estate types. Retail will be a challenge, but Matteson 
could miss the residential opportunities identified if a plan is not established.  Today’s citizens want a walkable 
environment, as is shown by the growing movement back to community downtowns. Residents do not want to 
rely on cars for every errand, and millennials and young families continue to be attracted to dense, walkable 
areas with safe and fun things to do without having to drive long distances. Authenticity and go-local 
movements are also strong; as other suburbs are making a name for themselves with downtown 
environments.  

Major Implications from the analysis include: 

! Traditional retail and grocery has and will continue to be a challenge along with office and hotels 
unless something moves the needle to change the current environment.  

! Restaurants and residential are both opportunities that would work. Youth sports is also an 
opportunity, albeit it would require public costs.  

! A waterpark hotel could be an opportunity.  

! A dense mix of uses of all these opportunities will likely require public incentives. 

It is recommended to develop a walkable Town Center, incorporating a relocated Carson Pirie Scott into the 
retail mix, either as an out lot like Target and JCPenney or within the district. The recommended project 
includes restaurants, with some additional retail, on the ground floor and small offices above. Multifamily 
apartments should be developed above the ground floor retail. HSP also recommends the inclusion of a 
public plaza, green space with an amphitheater, and a surrounding walking trail.  
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The following matrix shows the market opportunity and the likely public incentive level required per option. 

Figure 14 

Opportunity Matrix & Likely Public Incentive Level

Market Opportunity Public Incentive Level
Low Medium High Low Medium High

Traditional Retail X 15 - 25%
Boutique/Specialty Retail X  15 - 25%
Big Box Retail X 15 - 25%
Grocery X 15 - 25%
Outlet Mall X 15 - 25%

Full-Service Hotel X 40 - 50%
Select-Service Hotel X 15 - 25%
Waterpark Hotel X 20 - 33%

Fast Casual Restaurant X 0 - 5%
Casual Sit-Down Restaurant X 5 - 15%
Higher End Restaurant X 15 - 25%

Multi-Tenant Large Office X 25 - 30%
Single/Multi-Tenant Small Office X 15 - 25%

Multifamily X 5 - 15%
Senior Living X 5 - 10%
Condos/Townhomes X 15 - 25%

Youth Sports Complex X 100%
Public Plaza/Amphitheater X 100%

 

As shown, fast casual and casual sit-down restaurants, along with multifamily housing, each have high market 
opportunity in Matteson and would require minimal public incentives. Analysis suggests that the local market 
can also support a youth sports complex and public plaza/amphitheater, but funding these options would 
require 100 percent public incentives.  

The following table presents the recommended potential breakdown of spaces by use. 
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Table 8 

 

The following figure shows the same percentages in pie chart form. 

Figure 15 

 

The following shows a geographical representation of the proposed development. 
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Figure 16 

 

Based on the proposed distribution of uses recommended in this report, the Village of Matteson had storm 
water calculations performed. These calculations indicated that the required detention volume based on the 
above assumptions is approximately 17 acre-feet and the approximate land area necessary to provide the 17 
acre-feet would be seven acres. The required volume control, based on the proposed distribution of uses, is 
approximately 3.33 acre-feet and the land area required will depend on how this gets provided. If the existing 
round detention facility is not used as it is now, there is potential to modify this area into an amenity that also 
helps to provide some of the volume control. 

Economic Development Incentives and Tools 

The Village of Matteson has several incentives available to provide funds for a development at the site. The 
following figure presents the TIF and business districts in the Village of Matteson. 
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Figure 17 

 

As has been mentioned, quality developers will not respond until the Village of Matteson owns the land to be 
developed. Preparing the land for development will result in a faster and more efficient development process, 
in addition to making the overall situation more attractive. HSP recommends that the Village go through the 
process of unencumbering the land before offering it to developers. It is important that Matteson remains 
realistic about incentives. The Village may need to offer significant incentives upfront in order to jumpstart the 
process.  

Demand and Financial Projections 

HSP prepared demand and financial projections based on the market analysis conducted in this study. The 
following table shows the estimated budget by project element. 
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Table 9 

Estimated Budget by Project Element

Units or GLA (SF) Development Budget*
Multifamily 130 Units $16,250,000
Townhomes 45 Units $7,500,000
Live/Work Office 30 Units $8,700,000
Restaurant 60,000 SF $10,500,000
Retail 60,000 SF $7,800,000
Carsons (moved) 80,000 SF $10,000,000
Grocery 40,000 SF $5,600,000
Office Above Retail/All Mixed-Use 40,000 SF $5,400,000
 $71,750,000

Estimated Budget by Project Element

Per Unit or Per SF
$125,000
$166,667
$290,000

$175
$130
$125
$140
$135

Source:  HSP
 

HSP estimates a total development budget of $71.8 million.  

The following table shows the projected multifamily market performance of the Matteson competitive set.  

Table 10 
Projected Multifamily Market Performance - Matteson Competitive Set

Year Total Stock
Occupied 

Stock
New Supply/ 
Completions

New Demand/Net 
Absorption Vacancy Rate

Rental Rate 
Growth

2015 215 211 0 0 2.0% 3.00%
2016 215 211 0 0 2.0% 3.00%
2017 277 247 62 36 10.9% 2.00%
2018 340 283 63 36 16.9% 2.00%
2019 340 319 0 36 6.3% 2.00%
2020 340 334 0 15 1.9% 2.00%
2021 340 334 0 0 1.9% 2.00%
2022 340 334 0 0 1.9% 2.00%
2023 340 334 0 0 1.9% 2.00%
2024 340 334 0 0 1.9% 2.00%
2025 340 334 0 0 1.9% 2.00%
2026 340 334 0 0 1.9% 2.00%

Source:  Hunden Strategic Partners
 

HSP projects that the new multifamily units will be almost entirely absorbed by the market by 2020. 

The following table shows the projected performance of Matteson apartments. 
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Table 11 
Matteson Apartments - Projected Performance

Year
Submarket 
Occupancy

2015 98.0%
2016 98.0%
2017 89.1%
2018 83.1%
2019 93.7%
2020 98.1%
2021 98.1%
2022 98.1%
2023 98.1%
2024 98.1%
2025 98.1%
2026 98.1%

Source:  Hunden Strategic Partners

Matteson Apartments - Projected Performance

Subject 
Occupancy

Comp Set 
Rent/ SF

Penetration 
Rate (Rent)

-- $1.05 --
-- $1.08 --

28.8% $1.10 110%
57.6% $1.13 110%
86.4% $1.15 110%
98.4% $1.17 110%
98.4% $1.19 110%
98.4% $1.22 110%
98.4% $1.24 110%
98.4% $1.27 110%
98.4% $1.29 110%
98.4% $1.32 110%

Source:  Hunden Strategic Partners

Matteson Apartments - Projected Performance

Subject Average 
Rent

--
--

$1.21
$1.24
$1.26
$1.29
$1.31
$1.34
$1.37
$1.39
$1.42
$1.45

 

HSP projects an average rent of $1.21 in year and anticipates a rise to approximately $1.40 by 2025.  

The following table shows the multifamily financial projection. 

Table 12 
Multifamily Financial Projection

 Year 1 Year 2 Year 3 Year 4 Year 5

Units 125 125 125 125 125 125
Rent/SF  $1.21 $1.24 $1.26 $1.29 $1.31
Average SF/Unit 1154 1154 1154 1154 1154 1154
Average Monthly Rent/Unit  $1,400 $1,428 $1,457 $1,486 $1,516
Gross Potential Rent  $2,100,190 $2,142,194 $2,185,037 $2,228,738 $2,273,313
Other Revenue per Unit/Year $308 $308 $314 $320 $327 $333
Other Potential Revenue per Year $38,500 $39,270 $40,055 $40,857 $41,674
Gross Potential Revenue $2,138,690 $2,181,464 $2,225,093 $2,269,595 $2,314,987
Vacancy Rate 71.2% 42.4% 13.6% 13.6% 13.6%
Gross Effective Revenue $615,943 $1,256,523 $1,922,480 $1,960,930 $2,000,148

Expenses $3,255 $406,850 $586,260 $630,471 $641,785 $653,324
Expense Ratio 66% 47% 33% 33% 33%
Net Operating Income $209,093 $670,263 $1,292,009 $1,319,145 $1,346,824

Source:  Hunden Strategic Partners
 

HSP projects a net operating income of more than $1 million by year three.  

The following table shows the supportable financing for multifamily. 
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Table 13 
Supportable Financing - Multifamily 

Constr. Year

Net Operating Income $0
Working Capital Withdrawal
Interest and Debt Reserve W/D $293

$293
Debt Service Payment ($293)
Net Income to Repay Equity $0

Princ. Amount*** $6,500
Interest  $293
Less Payment ($293)
Loan Balance $6,500

Assumptions
Loan Amount ($000's) $13,000
Amortization Period (Years) 25
Loan Interest Rate 4.5%
Annual Debt Service Payment ($000's) ($877)
Equity:  

Equity & Other ($000's) $1,550
Private Debt 13,000

Total Private Financing $14,550
Public Gap Subsidy $1,700

Project Amount ($000's) $16,250
 
Debt (Private) Coverage Ratio
Return on Equity
Return on Assets**

**On project cost.

Source: HSP

Supportable Financing - Multifamily 
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

$209 $670 $1,292 $1,319 $1,347 $1,374 $1,401 $1,429 $1,458 $1,487
$230 $0 $0 $0 $0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$439 $670 $1,292 $1,319 $1,347 $1,374 $1,401 $1,429 $1,458 $1,487

($438) ($438) ($877) ($739) ($739) ($739) ($739) ($739) ($739) ($739)
$1 $232 $415 $580 $608 $635 $662 $690 $719 $748

$13,000 $12,708 $12,403 $12,222 $12,003 $11,774 $11,535 $11,286 $11,026 $10,755
$585 $572 $558 $519 $510 $500 $490 $480 $469 $457

($877) ($877) ($739) ($739) ($739) ($739) ($739) ($739) ($739) ($739)
$12,708 $12,403 $12,222 $12,003 $11,774 $11,535 $11,286 $11,026 $10,755 $10,473

Refi   
$12,403  

30  
4.25%  
($739)  

 
10%   
80% 89% LTV
90%
10%

$125,000 per unit $108 per SF

1.00               1.53          1.47          1.78          1.82          1.86          1.90          1.93          1.97          2.01         
0.0% 15.0% 26.8% 37.4% 39.2% 40.9% 42.7% 44.5% 46.4% 48.2%
1.3% 4.1% 8.0% 8.1% 8.3% 8.5% 8.6% 8.8% 9.0% 9.2%

 

HSP projects a total project amount of $16.25 million, including $1.7 million in public subsidy.  

The following table shows the townhome financial projections. 

Table 14 
Townhome Financial Projection

 Year 1 Year 2 Year 3 Year 4
Total

Units Sold 45 9 12 15 9
Sale Price per Unit  $208,333 $212,500 $216,750 $221,085
Total Sales Revenue $1,875,000 $2,550,000 $3,251,250 $1,989,765
Average SF/Unit 1,333        1,333               1,333              1,333              1,333              

Cost per Unit (Developer) $166,667 $166,667 $170,000 $173,400 $176,868
Total Cost $1,500,000 $2,040,000 $2,601,000 $1,591,812
Net Profit $375,000 $510,000 $650,250 $397,953

Source:  Hunden Strategic Partners
 

HSP projects a net profit of $375,000 in year one. 

The following table shows the supportable financing for townhomes.  
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Table 15 
Supportable Financing - Townhomes

Constr. Year

Net Operating Income $0
Working Capital Withdrawal
Interest and Debt Reserve W/D $144

$144
Debt Service Payment ($144)
Net Income to Repay Equity $0

Princ. Amount*** $3,200
Interest  $144
Less Payment ($144)
Loan Balance $3,200

Assumptions
Loan Amount ($000's) $6,400
Amortization Period (Years) 20
Loan Interest Rate 4.5%
Annual Debt Service Payment ($000's) ($492)
Equity:  

Equity & Other ($000's) $1,100
Private Debt 6,400

Total Private Financing $7,500

Supportable Financing - Townhomes
Year 1 Year 2 Year 3 Year 4

$375 $510 $650 $398
$0 $0 $0 $0
$0 $0 $0 $0

$375 $510 $650 $398
($246) ($246) ($492) ($357)
$129 $264 $158 $41

$6,400 $6,196 $5,983 $5,895
$288 $279 $269 $251

($492) ($492) ($357) ($357)
$6,196 $5,983 $5,895 $5,789

Refi  
$5,983  

30  
4.25%  
($357)  

 
15%   
85% 85% LTV

100%
Project Amount ($000's) $7,500
 
Debt (Private) Coverage Ratio
Return on Equity
Return on Assets**

**On project cost.

Source: HSP

$166,667 per unit    

1.52               2.07          1.32          1.12          
11.7% 24.0% 14.4% 3.8%
5.0% 6.8% 8.7% 5.3%

 

HSP anticipates a total project cost of $7.5 million.  

The following figure shows the mixed-use, retail, restaurant, and grocery component projections.  

Table 16 
Mixed-Use Retail/Restaurant/Office/Grocery Component Projection

 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Gross SF (Not including Carson's) 260,000 260,000 260,000 260,000 260,000 260,000 260,000 260,000 260,000 260,000 260,000
Weighted Rent per SF $15.38 $15.38 $15.69 $16.01 $16.33 $16.65 $16.99 $17.33 $17.67 $18.03 $18.39
Gross Potential Revenue $4,000,000 $4,080,000 $4,161,600 $4,244,832 $4,329,729 $4,416,323 $4,504,650 $4,594,743 $4,686,638 $4,780,370
Vacancy  45% 25% 12% 12% 12% 12% 12% 12% 12% 12%
Gross Effective Revenue $2,200,000 $3,060,000 $3,662,208 $3,735,452 $3,810,161 $3,886,364 $3,964,092 $4,043,374 $4,124,241 $4,206,726
Occupied SF 143,000 195,000 228,800 228,800 228,800 228,800 228,800 228,800 228,800 228,800
Tenant Billings/SF $12.00 $12.00 $12.24 $12.48 $12.73 $12.99 $13.25 $13.51 $13.78 $14.06 $14.34
Tentant Billings $1,716,000 $2,386,800 $2,856,522 $2,913,653 $2,971,926 $3,031,364 $3,091,992 $3,153,831 $3,216,908 $3,281,246
Gross Revenue  $3,916,000 $5,446,800 $6,518,730 $6,649,105 $6,782,087 $6,917,729 $7,056,083 $7,197,205 $7,341,149 $7,487,972
Expenses/SF $13.86 $13.86 $14.14 $14.42 $14.71 $15.00 $15.30 $15.61 $15.92 $16.24 $16.56
Expenses $3,603,600 $3,675,672 $3,749,185 $3,824,169 $3,900,653 $3,978,666 $4,058,239 $4,139,404 $4,222,192 $4,306,636
Net Operating Income $312,400 $1,771,128 $2,769,545 $2,824,936 $2,881,434 $2,939,063 $2,997,844 $3,057,801 $3,118,957 $3,181,336
NOI % 8% 33% 42% 42% 42% 42% 42% 42% 42% 42%
Expense Ratio % 92% 67% 58% 58% 58% 58% 58% 58% 58% 58%

Source:  Hunden Strategic Partners  
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HSP projects a net income of more than $300,000 in year one and a net income of more than $3 million by 
year eight.  

The following table shows the supportable financing for mixed-use GLA. 

Table 17 
Supportable Financing - Mixed-Use GLA

Constr. Year

Net Operating Income $0
Working Capital Withdrawal
Interest and Debt Reserve W/D $596

$596
Debt Service Payment ($596)
Net Income to Repay Equity $0

Princ. Amount*** $13,250
Interest  $596
Less Payment ($596)
Loan Balance $13,250

Assumptions
Loan Amount ($000's) $26,500
Amortization Period (Years) 25
Loan Interest Rate 4.5%
Annual Debt Service Payment ($000's) ($1,787)
Equity:  

Equity & Other ($000's) $3,700
Private Debt 26,500

Total Private Financing $30,200
Financing Gap $7,800

Project Amount ($000's) $38,000
 
Debt (Private) Coverage Ratio
Return on Equity
Return on Assets**

**On project cost.

Source: HSP

Supportable Financing - Mixed-Use GLA
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

$312 $1,771 $2,770 $2,825 $2,881 $2,939 $2,998 $3,058 $3,119 $3,181
$600 $0 $0 $0 $0 $0 $0 $0 $0 $0

$0 $0 $0 $0 $0 $0 $0 $0 $0 $0
$912 $1,771 $2,770 $2,825 $2,881 $2,939 $2,998 $3,058 $3,119 $3,181

($894) ($894) ($1,787) ($1,507) ($1,507) ($1,507) ($1,507) ($1,507) ($1,507) ($1,507)
$19 $878 $982 $1,318 $1,375 $1,432 $1,491 $1,551 $1,612 $1,674

$26,500 $25,905 $25,284 $24,915 $24,467 $24,000 $23,513 $23,005 $22,476 $21,925
$1,193 $1,166 $1,138 $1,059 $1,040 $1,020 $999 $978 $955 $932
($1,787) ($1,787) ($1,507) ($1,507) ($1,507) ($1,507) ($1,507) ($1,507) ($1,507) ($1,507)
$25,905 $25,284 $24,915 $24,467 $24,000 $23,513 $23,005 $22,476 $21,925 $21,349

Refi   
$25,284  

30  
4.25%  

($1,507)  
 

10%   
70% 88% LTV
79%
21%

$146.15 per SF $0 per SF

1.02               1.98          1.55          1.87          1.91          1.95          1.99          2.03          2.07          2.11         
0.5% 23.7% 26.6% 35.6% 37.2% 38.7% 40.3% 41.9% 43.6% 45.3%
0.8% 4.7% 7.3% 7.4% 7.6% 7.7% 7.9% 8.0% 8.2% 8.4%

 

HSP projects a total project amount of $38 million.  

The following table shows the estimated budget by project element.  

Table 18 

Estimated Budget by Project Element

Units or GLA (SF) Development Budget* Likely Public Share Per Unit or Per SF
Multifamily 130 Units $16,250,000 $1,700,000 $125,000
Townhomes 45 Units $7,500,000 $0 $166,667
Live/Work Office 30 Units $8,700,000 Combined w/ Mixed Use $290,000
Restaurant 60,000 SF $10,500,000 Combined w/ Mixed Use $175
Retail 60,000 SF $7,800,000 Combined w/ Mixed Use $130
Carsons (moved) 80,000 SF $10,000,000 $3,000,000 $125
Grocery 40,000 SF $5,600,000 Combined w/ Mixed Use $140
Office Above Retail/All Mixed-Use 40,000 SF $5,400,000 $7,800,000 $135
 $71,750,000 $12,500,000

Infrastructure, internal roads, landscaping Estimate $1,230,000 $1,230,000
Non-Residential Parking 1,405                        Spaces $3,512,500 $3,512,500 $2,500
Greenspace/Park/Bandshell 6                             Acres $2,700,000 $2,700,000 $450,000

$7,442,500 $7,442,500

Total Investment $79,192,500 $19,942,500
25% of Total Development

* Not including parking
Source:  HSP  
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HSP projects a total development budget of $79.1 million, including a likely public incentive of $19.9 million.  
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ABOUT HUNDEN STRATEGIC PARTNERS 
Hunden Strategic Partners is a full service real estate development advisory practice specializing in 
destination assets. The firm provides a variety of services for all stages of destination development in the 
following primary areas: 

! Real estate market and financial feasibility and financial consulting 

! Owner’s representation and operating consulting 

! Strategy and master planning 

! Public incentive analysis 

! Economic, fiscal and employment impact analysis (cost/benefit) 

! Economic and tourism policy/legislation consulting 

! Organizational development 

! Research and statistical analysis 

! Developer solicitation and selection; Private management company solicitation and selection 

Hunden Strategic Partners professionals have provided all of the above services for hundreds of client 
projects worldwide for the public, non-profit and private sectors. In addition, our professionals have prior 
professional career experience in municipal and state government, economic and real estate development, 
hotel operations and non-profit management. Over 80 percent of our clients are public entities, such as 
municipalities, counties, states, convention bureaus, authorities and other quasi-government entities 
empowered to conduct real estate, economic development and tourism activities. 

Limiting Conditions 

HSP relied on primary and secondary sources of information for the assumptions made in this report and 
assumes these sources to be accurate. Assumptions created for the analysis were based on the data 
available to HSP during the study period as well as professional judgment. 

The Project is assumed to be owned and operated in a first-class manner by the parties who have operated 
similar facilities. 

No responsibility is taken for unforeseen events occurring after the date of the analysis, including war and 
terror attacks, natural disasters and major economic recessions. 

This report is intended to be used as a tool for decision-making by the contracting parties related to this 
Project and for no other purpose.  

 


