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First, the Application for relief, developed through pre-application meetings with the 

Department of Planning and Development, is for two (2) separate variances, one (1) use variance, 

and one (1) dimensional variance: 

1. Table 12 – 1 for “Dwelling – Multi-family” in an R-2 Zone 

a. (Use Variance) 

 

2. Table 14 -1 parking, 26 spaces proposed, 71 required based on the 71-unit proposal, 

amounting to 45 spaces worth of relief 

a. (Dimensional Variance) 

 

As submitted into the record, the application itself, by and through its Appendix “A” which is 

incorporated by reference herein, includes a detailed analysis of the proposal relative to the 

application’s questions. The following summarizes the Applicant’s responses to the questions in 

Appendix A as presented in Application Appendix A and additional testimony and evidence 

submitted into the record as of the April 13, 2022, Providence Zoning Bord of Review meeting: 

1. The hardship is the fact that the structure is a 50,000 square foot historic nursing facility 

in an R-2 zone on an abnormally large lot which is already a fully occupied parcel 

completely bounded by streets. 

 

2. The unique characteristics: 

a. Land – The abnormally large site occupies an entire city block with the exception 

of a single residential structure built into the center of the Northerly boundary of 

the site making it an odd “U” shaped lot that is otherwise bounded by four (4) roads 

b. Structure – The layout of the 50,000sqft nursing facility has a myriad of small 

rooms and it is a contributing historic structure which requires minimal alterations 

(i.e. limited to no changes of the exterior, windows, hallways, stairwells, devising 

walls etc.) 

 

3. (a) The hardship, again, namely, is the fact that the structure is a 50,000 square foot 

historic nursing facility in an R-2 zone on an abnormally large lot which is already a fully 

occupied parcel completely bounded by streets, is not caused by an economic disability.  

 

3. (b) The hardship, again, namely, is the fact that the structure is a 50,000 square foot 

historic nursing facility in an R-2 zone on an abnormally large lot which is already a fully 

occupied parcel completely bounded by streets, is not caused by a physical disability. 



Exhibit 1 
Summary of Application for Relief 

 

4. The owner/applicant has taken no prior action with respect to the property. 

 

5. The variances are not being sought primarily for greater financial gain1 because: 

a. Use Variance - The only economically viable option for a 50,000sqft historic 

nursing facility is a Dwelling Multi-Family use. 

b. Dimensional Variance – The number of units is driven by the layout of the existing 

structure. The number of parking spaces is limited by the availability of physical 

space on the land. The building dictates 71 units, the land dictates 26 parking 

spaces. 

 

6. The requested relief is the least relief necessary because: 

a. Use Variance – The only relief less than Dwelling Multi-Family, is Dwelling – 

Three Family. That would result in three (3) units of 16,666.67sqft apiece. That is 

plainly inappropriate. 

i. There are no viable alternative uses. Please refer to Appendix A response 7 

for a use-by-use analysis.  

b. Dimensional Variance – The proposed unit count is drive by the historic structure, 

and the proposed parking is driven by the limited site. There building requires that 

there are no fewer units than 71, and the land is maxed out at 26 parking spaces.  

i. There are no viable alternative uses. Please refer to the architectural 

schematic and presentation from Kevin Diamond, specifically his testimony 

regarding maintaining existing walls (comparison of the grey and yellow 

walls) relative to the letter from the Historic Tax Credit Expert citing the 

risks associated with changing the walls.  

 

 
1 This Application Question 5 parts from the State Law legal standards. The Application Question is about the 
reason for the variances sought but the state law is a question seeking to define the hardship. This critical 
distinction changes the “primarily for greater financial gain” standard from a measurement about the existing 
conditions to a measurement about what the changes might do. This change inappropriately moves the legal 
standard from a straightforward review of knowable facts regarding the present financial issues of the site (the 
hardship) to a complicated, multivariable speculation about what might occur as a direct or indirect result of 
granting the relief (to what extent might variances impact costs, revenue, and value over the long term and short 
term). 
 
The impact is that a lay board with particular insight into the current character of a neighborhood is being asked to 
perform the duty of financial real estate experts capable of analyzing the sort of financial projections and market 
analysis set forth in the Financial Packages attached hereto. This burdensome shift in duty imposed upon laypeople 
would not appear to be the intent of the General Assembly.   
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No language has been altered or added, however there are annotations to aid in interpretation. 
Specifically:  

 Immaterial language is struck and grayed.  
 Where there is a breaking out of the controlling law, that break out is in red.  
 The words hardship and relief have been bolded and underlined to call out their distinct 

roles. 
 

Rhode Island General Laws §45-24-41 

[…] 

(d) In granting a variance, the zoning board of review, or, where unified 
development review is enabled pursuant to § 45-24-46.4, the planning board or 
commission, shall require that evidence to the satisfaction of the following 
standards is entered into the record of the proceedings: 
  

(1) That the hardship from which the applicant seeks relief is: 
(i) due to the unique characteristics of the subject land or structure 

and  
(ii) not to the general characteristics of the surrounding area;  
(iii) and is not due to a physical or economic disability of the 

applicant,  
a. excepting those physical disabilities addressed in § 45-24-

30(a)(16); 
  

(2) That the hardship:  
(i) is not the result of any prior action of the applicant and 
(ii) does not result primarily from the desire of the applicant to 

realize greater financial gain; 
  

(3) That the granting of the requested variance: 
(i) will not alter the general character of the surrounding area or 
(ii) impair the intent or purpose of the zoning ordinance or the 

comprehensive plan upon which the ordinance is based; and 
  

(4) That the relief to be granted is the least relief necessary. 
  
(e) The zoning board of review, or, where unified development review is enabled 
pursuant to § 45-24-46.4, the planning board or commission, shall, in addition to 
the above standards, require that evidence is entered into the record of the 
proceedings showing that: 
  

Commented [DC1]: Hardship is not defined by the 
statute. Under the well settled rules of statutory 
interpretation, this means the word "hardship" must be 
given its plain and ordinary meaning. 
 
Merriam-Webster defines Hardship as: "something that 
causes or entails suffering or privation" 
 
(and further defines privation as the state of being 
deprived) 

Commented [DC2R1]: Critically, "relief" and "hardship" 
are distinct. 

Commented [DC3]: Greater is does not mean "more" its 
correct definition is: 
 
"Having much more than average degree or quantity" 
Oxford Learner's Dictionary 

Commented [DC4]: Properly restated: 
 
The hardship does not result primarily from the desire of 
the applicant to realize greater financial gain. 

Commented [DC5R4]: Critically, this DOES NOT SAY that 
the "RELIEF" does not result primarily from the desire of the 
applicant to realize greater financial gain.  

Commented [DC6]: "Relief" is not defined by the statute. 
Under the well settled rules of statutory interpretation, this 
means the word "relief" must be given its plain and ordinary 
meaning. 
 
Merriam-Webster defines "relief" as: "legal remedy or 
redress" 

Commented [DC7R6]: As a "remedy or redress" this 
requires that the statute must be construed liberally. See 
Ayers–Schaffner v. Solomon, 461 A.2d 396, 399 (R.I.1983). 
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(1) In granting a use variance,: 
(i) the subject land or structure cannot yield any beneficial use if it 

is required to conform to the provisions of the zoning ordinance. 
Nonconforming use of neighboring land or structures in the 
same district and permitted use of lands or structures in an 
adjacent district shall not be considered in granting a use 
variance; and 

  
(2) In granting a dimensional variance, that the hardship suffered by the 
owner of the subject property if the dimensional variance is not granted 
amounts to more than a mere inconvenience. The fact that a use may be 
more profitable or that a structure may be more valuable after the relief is 
granted is not grounds for relief. The zoning board of review, or, where 
unified development review is enabled pursuant to § 45-24-46.4, the 
planning board or commission has the power to grant dimensional variances 
where the use is permitted by special-use permit if provided for in the 
special use permit sections of the zoning ordinance. 

 

The City of Providence Zoning Ordinance’s standards for granting a variance, set forth in PVD 

Code §1902(B) mirror the State Statutory standards except they add the following requirement: 

5. In addition to the above, the Zoning Board of Review, or the City Plan 
Commission, as part of unified development review, will consider the written 
opinion of the Department of Planning and Development prior to making a decision 
on a variance petition. 

 

Commented [DC8]: Liberal construction for the purpose 
of facilitating a remedy here would appear to give the 
opinion of DPD critical weight when the DPD makes findings 
and a recommendation to support relief. 
 
In other words, it appears that the power of the findings 
and recommendation within the written report of the DPD 
should result in the granting of relief absent material 
evidence submitted into the record to the contrary.  
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DECISION

SHEEHAN, J.

*1  This is an appeal from a decision of the Providence
Zoning Board (Board). Ten citizens (plaintiffs) who
reside in the neighborhood of 99 Hillside Avenue,
Providence, Rhode Island, where the Jewish Home for
the Aged (Jewish Home) is located, appeal the Board's
June 13, 1996 decision granting defendant Hillside
Health Center Associates, L.P.'s (Hillside) request
for variances. Jurisdiction is pursuant to G.L.1956 §
45-24-69.

Facts/Travel

In April, 1995, Hillside filed an application
with the Board pursuant to Section 902 of the
Providence Zoning Ordinance (Ordinance) requesting
permission to be relieved from Sections 200,
303(15.3), 704.2(A,B) and 705.6(D) of the Ordinance.

Hillside sought to expand the Jewish Home which
had previously functioned as a nursing facility.
Specifically, Hillside sought to increase the intensity
of the use of the facility by increasing the maximum
number of residents and by creating additional parking
spaces. As a result, Hillside sought relief from
the regulations governing the expansion of a non-
conforming use, front and side-yard paving limitations,
and landscaping.

The Jewish Home ceased operating as a nursing facility
in 1993 when the owner of the facility, a non-profit
corporation called The Jewish Home for the Aged
(JHARI), voted to close the facility as a result of
substantial financial losses it was incurring. See, Ruth
Meyer v. Jewish Home For The Aged Of Rhode Island,
C.A. No. 93-5374, Decision at 6. (R.I. filed Jan. 19,

1994). 1  On October 18, 1993, JHARI entered into a
conditional sales agreement to sell the Jewish Home
to Hillside, and subsequently, Hillside applied to the
Department of Health to transfer ownership of the
home and its license. (Tr. at 23.) The license is on a
“hold” status pending the sale of the Jewish Home and
the Department of Health's approval of the transfer of
the license to Hillside.

1 In Meyers, the plaintiffs sought equitable
relief to prevent JHARI from closing the
Jewish Home and liquidating their assets by
selling the buildings. The trial justice denied
relief on the basis that the Home was on the
verge of “financial collapse,” that it would
quickly become insolvent if it continued to
operate, and that the plaintiffs had failed to
show “waste, fraud, conflict of interest, or
bad faith.”

On April 20, 1996, the Board held a public hearing
on Hillside's proposal to increase the existing 254
bed facility to a 275 bed facility. Specifically,
Hillside requested 236 beds in the main structure
and 39 assisted living units in the annex building.
Hillside presented four expert witnesses at the hearing.
Hillside's Chief Financial Officer, John Montecalvo
(Montecalvo), a licensed nursing home administrator
for ten years and a manager of approximately 900
nursing home beds in Rhode Island, testified regarding
the need for the increased intensity in use. Montecalvo
testified that, “in order [for the project] to be affordable
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under the current reimbursing and Department of
Health regulations, it's necessary for us to have an
optimum number of beds to support what the costs
are for the facility.” (Tr. at 18.) Montecalvo further
testified that he had conducted a financial analysis of
the project by “running all the numbers for a 200 bed
up to a 250 bed.” (Tr. at 18.) In addition, Montecalvo
testified that the main facility would operate at a loss if
it operated with less than 236 beds, and he testified that
the main facility would lose several hundred thousand
dollars per year if it operated with 200 beds. (Tr. at 18.)

*2  In regard to the annex building, Montecalvo
testified that he began his financial analysis at 18
beds and ended at 45 beds and he testified that the
annex building would generate a reasonable return
of six to eight percent if it operated with 39 beds
given the renovations that needed to be completed and
given the type of care that assisted living requires.
Moreover, he testified that the annex building would
lose approximately $140,000 on an annualized basis if
it operated with 18 beds. Finally, Montecalvo testified
that the proposal to utilize one building for assisted
living and one for a nursing facility was the result of
the unique circumstances and age of the two buildings.

Gene Mancino (Mancino), of Mancino Associates
Architects, an expert in architecture, testified that there
was “no other elderly care design or use” for the
annex building. (Tr. at 15.) Jim Cronan, (Cronan)
a professional Engineer and expert in the area of
parking and traffic design issues, testified that the
expansion of parking was sufficient to service the
use of the facility. James Sloan (Sloan), a real estate
expert, testified that in their present conditions, the
buildings are functionally obsolete as either a nursing
or an assisted living facility. Sloan further testified
that because the building's only feasible use is as a
nursing or assisted living facility that the Board's denial
would constitute a serious hardship and the loss of all
beneficial use of the property. Finally, Sloan testified
that the relief requested was the least amount necessary
and that the proposal would not have a negative impact
on the surrounding property values.

Approximately seven citizens (objectors) testified in
opposition to the project. The objectors testified that
increasing the number of beds in the Jewish Home
would increase existing traffic, parking, noise, and

pollution problems associated with the operation of the
Jewish Home. State Representative Gordon D. Fox,
Councilman Kevin Jackson, and State Senator Rhoda
Perry all expressed their opposition to the plan.

At the end of the hearing, the Board voted to continue
its decision for a month in order to “go back and re-look
at the property” and to consider the objections raised
by the residents. (Tr. at 54.) On June 25, 1996, the
Board granted the variance request subject to fourteen
restrictions which it placed on the operation of the
facility. On July 2, 1996, the appellants filed a timely
appeal with this Court.

The appellants contend that Hillside failed to establish
that “it was denied all beneficial use of the property
and that granting a the [sic] variance is necessary to
avoid indirect confiscation of the property.” Further,
appellants assert that Montecalvo was an interested
party whose testimony was not supported by financial
statements or cost data. Appellants also contend that
the hardship from which Hillside sought relief was the
result of Hillside's “prior action” of entering into a
conditional sales agreement with JHARI in violation
of G.L.1956 § 45-24-41.

*3  Alternatively, Hillside contends that Montecalvo's
testimony was consistent with the trial justice's
decision in Meyers not to enjoin the closure and sale
of the Jewish Home. In addition, Hillside contends that
the appellants cannot rely upon material outside the
certified record as support for their appeal. Finally,
Hillside argues that the hardship from which it seeks
relief was not self-created because the hardship pre-
existed in the inability of the 254-bed facility to operate
without sustaining losses.

Standard of Review

Superior Court review of a zoning board decision
is controlled by G.L.1956 (1991 Reenactment) §
45-24-69(D), which provides:
“(D) The Court shall not substitute its judgment for
that of the zoning board of review as to the weight
of the evidence on questions of fact. The court may
affirm the decision of the zoning board of review
or remand the case for further proceedings, or may
reverse or modify the decision if substantial rights of
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the appellant have been prejudiced because of findings,
inference, conclusions, or decisions which are:

(1) In violation of constitutional, statutory, or
ordinance provisions;

(2) In excess of the authority granted to the zoning
board of review by statute or ordinance;

(3) Made upon unlawful procedure;

(4) Affected by other error of law;

(5) Clearly erroneous in view of the reliable, probative,
and substantial evidence of the whole record; or

(6) Arbitrary or capricious or characterized by abuse
of discretion or clearly unwarranted exercise of
discretion.”

When reviewing a decision of the zoning board, a
justice of the Superior Court may not substitute his
or her judgment for that of the zoning board if he or
she conscientiously finds that the board's decision was

supported by substantial evidence. Apostolou
v. Genovesi, 120 R.I. 501, 507, 388 A.2d 821, 825
(1978). “Substantial evidence as used in this context
means such relevant evidence that a reasonable mind
might accept as adequate to support a conclusion and
means an amount more than a scintilla but less than a
preponderance.” Caswell v. George Sherman Sand and
Gravel Co., Inc. 424 A.2d 646, 647 (R.I.1981) (citing

Apostolou, 120 R.I. at 507, 388 A.2d 824-25).
The reviewing court “examines the record below
to determine whether competent evidence exists to
support the tribunal's findings.” New England Naturist
Ass'n, Inc. v. George, 648 A.2d 370 (R.I.1994) (citing
Town of Narragansett v. International Association of
Fire Fighters, AFL-CIO, Local 1589, 119 R.I. 506, 380
A.2d 521 (1977).

Variances

In the instant matter, Hillside sought both a variance
to increase the intensity of the existing nonconforming
use of the Jewish Home and a dimensional variance

from the regulations regarding front and side-yard
paving limitations, parking, and landscaping. As a
result, Hillside had the burden of proving under

G .L.1956 § 45-24-46(C)
(1) That the hardship from which the applicant seeks
relief is due to the unique characteristics of the subject
land and not to the denial of the general characteristics
of the surrounding area; and is not due to a physical or
economic disability of the applicant, excepting hereto
those physical disabilities addressed in § 45-24-30(16)
herein;

*4  (2) That the hardship is not the result of any prior
action of the applicant and does not result primarily
from the desire of the applicant to realize greater
financial gain;

(3) That the granting of the requested variance will not
alter the general character of the surrounding area or
impair the intent or purpose of the zoning ordinance or
the comprehensive plan upon which the ordinance is
based; and

(4) That the relief to be granted is the least relief
necessary.

In seeking a use variance Hillside had the additional
burden of proving the Jewish Home could not yield
any beneficial use if it was required to conform to
the provisions of the zoning ordinance. Moreover, in
order to prevail in their request for a dimensional
variance, Hillside had the burden of proving that they
would suffer a hardship amounting to more than a
mere inconvenience if the Board denied their request
for a variance. The mere fact that a use may be more
profitable or that a structure may be more valuable after

the relief is granted is not grounds for relief. G.L.
(1956) § 45-24-46(D)(2).

In considering a request for a use variance, the
Board must determine whether denial of the request
would deprive the owners of all beneficial use of
their property so as to amount to confiscation of the

property. Rozes v. Smith, 120 R.I. 515, 388 A.2d
816 (1978). In contrast, in considering a request for a
dimensional or viti variance, the Board must determine
whether denial of the requested relief would have
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an adverse impact amounting to more than a mere

inconvenience. Bamber v. Zoning Board of Review,
591 A.2d 1220, 1223 (R.I.1991).

Hillside contends that they satisfied the standard for
a use variance pursuant to Vican v. Zoning Board of
Review, in which the Rhode Island Supreme Court
noted that a use variance may be granted where there
is evidence that the cost of using the property for
the permitted use is so prohibitive that it would in
effect amount to deprivation of all beneficial use.

103 R.I. 429, 238 A.2d 365 (1968). The record
reflects that the Board heard testimony that the Jewish
Home could not operate at less than 275 beds without
incurring substantial economic losses. (Tr. at 17-19.)
Further, Sloan testified that due to the “functional
obsolescence” of the buildings there is no use for
the Jewish Home for purposes other than use as a
nursing facility. (Tr. at 34.) With respect to dimensional
relief, the record also contains testimony that 44
additional parking spaces are necessary to comply
with zoning requirements regarding the number of
parking spaces needed to operate a 275 bed facility
and that front and side-yard paving limitations and
landscaping requirements are necessary to create those
additional parking spaces. (Tr. at 4-6.) Consequently,
the record reflects that the Board had evidence before
it that denial of the use variance would result in the
deprivation of all beneficial use of the property and that
denial of the requested dimensional variances would
amount to more than a mere inconvenience.

*5  The appellants contend, however, that Hillside's
evidence with respect to the use variance was not
probative because Montecalvo, who testified regarding
the economic viability of the Jewish Home, was an
interested party. Hillside argues that Montecalvo's
testimony was probative in regard to the issue of the
financial viability of the facility and that his testimony
was consistent with the other experts' testimony. In
addressing the issue of the testimony of an interested
party, our Supreme Court in Michaud v. Michaud,
stated:
“in such a situation a trier of fact may well be
compelled to question the entitlement of such evidence
to credence. Where, however, the evidence of a party
to the action is not contradicted by direct evidence, nor
by any legitimate inferences from the evidence, and it

is not opposed to the probabilities; nor, in its nature,
surprising, or suspicious, there is no reason for denying

to its conclusiveness.” 98 R.I. 95, 200 A.2d 6, 8

(1964) (quoting Hull v. Littauer, 162 N.Y. 569, 57
N.E. 102 (1900)).

Therefore, even assuming that Montecalvo was an
interested party, the Board was not required to
disregard his testimony. Furthermore, the objectors
and the Board had the opportunity to cross examine
Montecalvo to determine bias. In fact, a review of
the record indicates that the Board did question
Montecalvo regarding his calculations, the project's
start-up costs, Hillside's corporate structure, and
potential taxpayer liability for the financing of the
project in the event of a default. (Tr. at 19-24).
Thus, the Board had an opportunity to cross-examine
Montecalvo to determine any bias he might have had.

The appellants further claim that Montecalvo's
testimony did not constitute probative evidence
because his testimony was not supported by financial
statements or cost data. The appellants cite Gaglione v.
DiMuro, 478 A.2d 573 (R.I.1984) for the proposition
that statements of economic unfeasibility that are mere
conclusions and unsupported by financial statements

or cost data do not constitute probative evidence. 2

However, in Gaglione, the court did not state that
financial statements or written cost data are the only
types of evidence considered probative on the issue
of economic unfeasibility. Furthermore, in the case at
bar, the record reflects that the Board had before it
Meyer v. Jewish Home for the Aged of Rhode Island, in
which a trial justice of this Court denied the plaintiffs'
request for an injunction to prevent JHARI from selling
the Jewish Home. (Tr. at 7.) In Meyer, the trial justice
referenced, in great detail, the financial losses that led
to the closing of the Jewish Home. (Record Ex. A.)
In addition, Montecalvo testified regarding the cost of
acquisition and the cost of making renovations. (Tr.
at 21-22). He also testified that the main building is
“functionally obsolete” as a nursing facility. (Tr. at 21.)
As a result, the record contains probative evidence of
a loss of all beneficial use.

2 The appellants apparently inadvertently
cited Doyle v. McNulty which begins on the
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last page of Gaglione v. DiMuro, 478 A.2d
573 (R.I.1984). As Gaglione supports the
appellants' proposition, this Court will refer
to Gaglione in this decision.

*6  The appellant also contends that the requested
variance would alter the surrounding neighborhood
area. Appellants point to the testimony of the residents
who opposed the variance. In Smith v. Zoning Board
of Review of the City of Warwick, this Court noted
that the lay opinions from neighboring property owners
on the question of the effect of a proposed use on
neighboring property values and traffic conditions had
no probative force. 103 R.I. 328, 334, 237 A.2d 551,
(1968). In the case at bar, the record reflects that the
objectors testified, based on their personal experiences,
about the problems with traffic, noise, and pollution
which resulted from the Jewish Home being located in
a residential neighborhood. However, it is well settled
that lay testimony is not probative with regard to traffic
issues or property values.

Further the appellants contend that the relief Hillside
sought was not the least amount of relief necessary.
In support of their assertion, appellants point to
correspondence in which Hillside's attorney admitted
that the Jewish Home could operate with less than 275
beds. (Ex. 2.) This Court cannot consider evidence
outside the certified record. Section 45-24-69 requires
the zoning board of review to “file the original
documents acted upon by it and constituting the record
of the case appealed from or certified copies thereof,
together with such other facts as may be pertinent.”
The certified record before this Court does not contain
the correspondence referred to by the appellants.

Finally, the appellants argue is that the relief which
Hillside sought is a result of Hillside's entering
into a conditional sales agreement to purchase the
Jewish Home. Section 45-24-41(c)(2) requires that the
hardship from which the applicant seeks relief not be
the result of any prior action of the applicant or result
primarily from the applicant's desire to realize greater
financial gain. In determining whether the hardship
from which an applicant seeks relief was self-created,
our Supreme Court has held that the fact that an owner
knew a lot was undersized or otherwise didn't conform
to zoning requirements would not provide the basis for

a denial of his application for a variance. DeStefano
v. Zoning Board of Review, City of Warwick, 405 A.2d
1167, 122 R.I. 241 (1979). In the instant matter, the
Board had evidence before it that the facility was
obsolete and could not function as a nursing facility in
its present condition and had been closed as a result
of its inability to function without incurring substantial
economic losses. Accordingly, the record demonstrates
that the hardship from which Hillside sought relief was
not self-created. After review of the entire record, this
Court finds that the decision of the Board is supported
by reliable, probative and substantial evidence, and the
appellants' substantial rights have not been prejudiced.
Accordingly, the appeal is denied, and the June 13,
1996 decision of the Providence Zoning Board of
Review is affirmed.

*7  Counsel shall prepare the appropriate order for
entry of judgment.
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180 George M Cohan Financial Analysis

Prepared April 19, 2022 by Dustin De]ube

Introduction

PUoYidence iV cXUUenWl\ e[peUiencing a VhoUWage of aYailable hoXVing, making Whe cUeaWion of

addiWional hoXVing XniWV noZ moUe impoUWanW Whan eYeU. YeW Ueal eVWaWe deYelopmenW caUUieV man\

UiVkV. To aWWUacW capiWal, inYeVWoUV UeTXiUe maUkeW UeWXUnV commenVXUaWe ZiWh Whe UiVk, and beloZ

maUkeW financial UeWXUnV make deYelopmenW XnYiable.

Ke\ financial meWUicV and UeWXUnV ZeUe calcXlaWed foU Whe UedeYelopmenW of 180 GeoUge M Cohan

inWo 71 UeVidenWial XniWV XVing a d\namic VpUeadVheeW-baVed model. The model VhoZV WhaW

inYeVWmenW UeWXUnV, eYen ZiWh 71 XniWV, aUe beloZ aYeUage, WheUeb\ demonVWUaWing, pXUVXanW Wo

R.I. Gen. LaZV �45-24-41(2) ³ThaW Whe haUdVhip [ . . . ] doeV noW UeVXlW pUimaUil\ fUom Whe deViUe

of Whe applicanW Wo Ueali]e gUeaWeU financial gain.´

The financial model ZaV VXbVeTXenWl\ modified Wo eYalXaWe Whe impacW of UedXcing Whe oYeUall

XniW coXnW Xpon Whe pUojecW¶V feaVibiliW\. The model ZaV XVed Wo cUeaWe a VenViWiYiW\ anal\ViV of

XniW UedXcWion and calcXlaWe ke\ financial meWUicV acUoVV a Uange of 61 Wo 71 XniWV. The model

illXVWUaWeV hoZ each diValloZed XniW fXUWheU negaWiYel\ impacWV Whe feaVibiliW\ of deYeloping 180

GeoUge M Cohan, WheUeb\ demonVWUaWing WhaW a UVe VaUiance alloZing foU Whe XVe DZelling -

MXlWi-Famil\ aV defined in PUoYidence Zoning Code �1204, iV in facW Whe leaVW Uelief neceVVaU\

and Whe VXbjecW VWUXcWXUe cannoW \ield an\ beneficial XVe if iW iV UeTXiUed Wo confoUm Wo Whe

peUmiWWed XVeV in an R-2 ]one pXUVXanW Wo R.I. Gen. LaZV �45-24-41(d-e).1 FoU all Whe Vame

UeaVonV, a XniW coXnW of 71 ZiWh 26 paUking VpaceV iV Whe leaVW Uelief neceVVaU\ and an\ Uelief leVV

Whan WhaW ZoXld amoXnW Wo a haUdVhip gUeaWeU Whan a meUe inconYenience pXUVXanW Wo R.I. Gen.

LaZV �45-24-41(d-e).

1 FoU fXUWheU eYidence heUeof, pleaVe Vee e[peUW UepoUW and WeVWimon\ of Paige BUonk aV
VXbmiWWed inWo Whe UecoUd.
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Building the Financial Model

The fiUVW VWep in cUeaWing Whe oUiginal financial model ZaV deYiVing a VchemaWic deVign (inclXded

aV E[hibiW A), WhaW ZaV boWh efficienW and VenViWiYe Wo Whe hiVWoUic naWXUe of Whe pUopeUW\. To WhiV

end, a ³lighW WoXch´ appUoach ZaV XWili]ed. UniWV ZeUe cUeaWed in a Za\ WhaW paid homage Wo Whe

bXilding¶V e[iVWing configXUaWion ZiWh ZindoZ, hallZa\, VWaiUZell locaWionV laUgel\ conWUolling

Whe XniW coXnW; Whe VWUXcWXUe iWVelf inheUenWl\ VeWV a fXncWional minimXm XniW coXnW aW 71. When

Whe opWion Wo cUeaWe a neZ XniW pUeVenWed iWVelf, UaWheU Whan VXbdiYiding pUe-e[iVWing VpaceV inWo

VmalleU XniWV, laUgeU XniWV ZeUe cUeaWed. FoU e[ample, neZl\ cUeaWed XniW 301, a 1 bedUoom, iV Whe

laUgeVW XniW in Whe bXilding aW 1,150 VTXaUe feeW. AlWhoXgh WhiV iV a laUge enoXgh Vpace Wo

VXbdiYide inWo VmalleU XniWV, Whe Vpace in iWV enWiUeW\ ZaV inVWead pUeVeUYed aV one laUge XniW. In

oWheU inVWanceV,  Vome Vmall XniWV WhaW alUead\ e[iVWed and coXld Ueadil\ be UepXUpoVed ZeUe kepW

inWacW Wo aYoid needleVVl\ incUeaVing conVWUXcWion coVWV.

The deciVion Wo alUead\ minimi]e XniW coXnW b\ aYoiding VXbdiYiVion of laUge VpaceV and cUeaWing

laUgeU XniWV iV illXVWUaWed b\ Table 1 beloZ. Specificall\, boWh Whe median and aYeUage Vi]e foU

neZl\  cUeaWed XniWV aUe gUeaWeU Whan foU WheiU pUee[iVWing coXnWeUpaUWV.

Table 1 - Median and Average SQFT for Existing and New Units

8QLW 7\SH 7RWDO MEDIAN (SQF7) A9ERAGE (SQF7)

E[LVWLQJ 43 365 419

NHZ 28 445 465

AfWeU Whe pUopoVed planV ZeUe compleWed, Whe pUopeUW\ managemenW Weam and leaVing VpecialiVWV

UeYieZed Whe VchemaWic planV WogeWheU and eVWabliVhed Whe maUkeW UenW foU each XniW, baVed Xpon

e[peUience and compaUable UenWalV. TheVe UenWV ZeUe compiled inWo a pUojecWed UenW Uoll (E[hibiW

B) , Zhich inclXdeV Whe monWhl\ UenW, XniW W\pe, VTXaUe fooWage, and Whe UenW peU VTXaUe fooW foU

each XniW.
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A conVWUXcWion bXdgeW ZaV cUeaWed WhUoXgh a VimilaU collaboUaWiYe pUoceVV inYolYing aUchiWecWV,

conVWUXcWion manageUV and VXbconWUacWoUV. BaVed Xpon Whe planV, anWicipaWed conVWUXcWion

maWeUial needV and coVWV foU iWemV VXch aV VheeWUock and flooUing ZeUe deWeUmined XVing

hiVWoUical daWa deYiVed fUom Whe conWUacWoU¶V hiVWoUic bXdgeWV foU WheVe iWemV. ElecWUical,

plXmbing, and mechanical eVWimaWeV ZeUe obWained fUom VXbconWUacWoUV afWeU Whe\ had been

pUoYided ZiWh Whe pUopoVed VchemaWicV, WoXUed Whe bXilding, and UeYieZed Whe Vcope of ZoUk in

depWh. The conVWUXcWion bXdgeW iV inclXded aV E[hibiW C. The WoWal PUojecW CoVW ZaV eVWimaWed Wo

be $12.95M, Zhich iV Whe VXm of Whe conVWUXcWion bXdgeW, $7.75M, and Whe pXUchaVe pUice of

$5.2M.

Ne[W, a pUojecWed pUofiW and loVV VWaWemenW VpUeadVheeW ZaV cUeaWed (inclXded aV E[hibiW D).

ReYenXe ZaV deUiYed fUom Whe UenW Uoll and paUking coXnW and inclXdeV a Yacanc\ facWoU of 3%.

E[penVeV XVed in Whe pUofiW and loVV VWaWemenW ZeUe deUiYed fUom a combinaWion of hiVWoUical daWa

pUoYided b\ Whe SelleU, PUoYidence LiYing hiVWoUical daWa, and indXVWU\ aYeUageV.

BaVed Xpon Whe pUojecWed pUofiW and loVV VpUeadVheeW, an addiWional VpUeadVheeW ZaV cUeaWed Wo

eYalXaWe caVh floZV fUom Whe deYelopmenW oYeU a 10 \eaU hold peUiod folloZed b\ a h\poWheWical

Vale of Whe pUopeUW\. The pUojecWed Vale pUice ZaV deWeUmined b\ Waking Whe NOI in \eaU 10 and

diYiding iW b\ Whe WeUminal cap UaWe, Zhich peU PZC, a laUge inYeVWoU VXUYe\, aYeUaged  6.12%.

DebW ZaV modeled fUom Whe WeUm VheeW pUoYided b\ Bank Rhode IVland. TogeWheU, WheVe WZo

VpUeadVheeWV compUiVed Whe model, Zhich ZaV XVed Wo calcXlaWe Whe folloZing ke\ financial

meWUicV:

Net Operating Income (NOI) - NOI iV Whe \eaUl\ income leVV Whe \eaUl\ opeUaWing e[penVeV.

Loan Amount - The amoXnW of financing pUoYided b\ Whe bank

Federal Historic Tax Credits - eTXal Wo 20% of TXalified UehabiliWaWion e[pendiWXUeV and baVed

Xpon conVXlWanW adYice and paVW e[peUience, eVWimaWed Wo be 16% of WoWal bXilding impUoYemenWV

Cash Requirement (Cash)- Whe amoXnW of CaVh, oU ETXiW\, UeTXiUed fUom inYeVWoUV Wo fXnd a

pUojecW

Loan Payment - Whe WoWal inWeUeVW and pUincipal pa\menWV dXe in a \eaU
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Cash Flow - The amoXnW of diVWUibXWable caVh geneUaWed b\ Whe deal. The CaVh FloZ iV eTXal Wo

Whe NOI leVV Whe Loan Pa\menW.

Capitali]ation Rate - The CapiWali]aWion RaWe (CAP Rate) iV a meWUic XVed Wo compaUe Whe

financial peUfoUmance of Ueal eVWaWe inYeVWmenWV.  The Cap RaWe iV calcXlaWed b\ diYiding Whe

(NOI) b\ Whe YalXe of an aVVeW. ImpoUWanWl\, Whe CAP RaWe iV noW diUecWl\ dependenW on inWeUeVW

UaWeV; Zhile iW iV a  YeU\ helpfXl meWUic Wo compaUe Whe YalXe of Ueal eVWaWe aVVeWV and YiabiliW\ of

pUojecWV in Whe Vame inWeUeVW UaWe enYiUonmenW, becaXVe iW doeV noW Wake inWo accoXnW inWeUeVW UaWeV,

iW cannoW b\ iWVelf be XVed Wo calcXlaWe a Vpecific UaWe of UeWXUn Zhen debW iV inYolYed.

Cash on Cash Return - The CaVh on CaVh ReWXUn (Cash-on-Cash), iV a YeU\ impoUWanW meWUic

foU deWeUmining Whe YiabiliW\ of an\ poWenWial inYeVWmenW in Ueal pUopeUW\ and WheUefoUe a

maWhemaWical deWeUminanW of pUojecW YiabiliW\. IW meaVXUeV Whe peUcenW UeWXUn an inYeVWoU makeV

on a Ueal eVWaWe aVVeW in UelaWion Wo Whe CaVh ReTXiUemenW needed Wo pXUchaVe Whe aVVeW. IW iV

calcXlaWed b\ Waking Whe diffeUence beWZeen Whe NOI and Whe Loan Pa\menW, and When diYiding

WhiV diffeUence b\ Whe CaVh ReTXiUemenW. IW VhoZV an inYeVWoU ZhaW Whe \ield on WheiU CaVh Zill

be. Unlike Whe CAP RaWe, Whe CaVh-on-CaVh WakeV inWo accoXnW inWeUeVW UaWeV.

Internal Rate of Return (IRR) - The IRR iV anoWheU impoUWanW commonl\ XWili]ed Za\ Wo YalXe

a Real EVWaWe aVVeW. IW WakeV inWo accoXnW caVh floZV oYeU Whe dXUaWion of an inYeVWmenW, inclXding

Whe iniWial CaVh ReTXiUemenW aV Zell aV a Vale. AV an e[ample, if one ZeUe Wo inYeVW $1,000 and

UeceiYed $10 each monWh foU a \eaU WhiV ZoXld geneUaWe a higheU IRR higheU Whan Whe Vame

$1,000 inYeVWmenW if paid $120 aW Whe end of a \eaU. In each caVe, Whe inYeVWoU makeV $120 in a

\eaU, bXW in Whe fiUVW caVe Whe inYeVWoU UeceiYeV mone\ VooneU UaWheU Whan laWeU.

Using the Model to Evaluate the Impact of Unit Reduction

The financial model ZaV VXbVeTXenWl\ modified Wo eYalXaWe Whe impacW of UedXcing Whe oYeUall

XniW coXnW Xpon Whe ke\ economic meWUicV deWailed aboYe.

The fiUVW VWep in modif\ing Whe financial model ZaV XndeUVWanding hoZ Whe XniW coXnW UedXcWion

ZoXld be accompliVhed. The oYeUall appUoach Waken ZaV Wo minimi]e Whe negaWiYe impacW on Whe

pUojecW¶V feaVibiliW\, and Wo WhaW end, VeYeUal conVideUaWionV ZeUe Waken inWo accoXnW. RaWheU Whan

Vimpl\ foUgoing Whe deYelopmenW of a ceUWain nXmbeU of XniWV, Zhich ZoXld haYe had Whe laUgeVW

negaWiYe impacW on Whe pUojecW b\ UedXcing Whe leaVable VTXaUe fooWage, conVideUaWion ZaV inVWead
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giYen Wo conVolidaWing paiUV of WZo adjacenW XniWV inWo a Vingle laUgeU XniW. The laWWeU appUoach

decUeaVeV Whe oYeUall XniW coXnW bXW pUeVeUYeV Whe WoWal leaVable VTXaUe fooWage. The hope ZaV

WhaW WhiV anal\ViV coXld be XVed Wo idenWif\ Whe feZeVW nXmbeU of XniWV poVVible WhaW coXld keep

Whe pUojecW Yiable.

SeYeUal facWoUV  ZeUe Waken inWo conVideUaWion in deWeUmining Zhich XniWV Wo conVolidaWe.

ConVXlWaWion ZiWh MUV. Kim SmiWh, hiVWoUic Wa[ cUediW conVXlWanW, UeYealed WhaW Zhile iW iV

paUamoXnW Wo pUeVeUYe Whe VWaiUZellV and coUUidoUV, Vome XniW conVolidaWion ZoXld be accepWable

depending on ZhaW hiVWoUic feaWXUeV, if an\, ZoXld be alWeUed WhUoXgh Whe conVolidaWion pUoceVV.

FoU e[ample, conVolidaWion b\  going WhUoXgh a maVonU\ Zall VWill UeTXiUeV Whe Zall iWVelf Wo be

mainWained.

AnoWheU facWoU Waken inWo conVideUaWion ZaV Whe neZl\ cUeaWed XniW¶V maUkeWabiliW\ and UenWal

YalXe UelaWiYe Wo Whe WZo pUecXUVoU XniWV. AV XniWV geW laUgeU, Whe UenW peU VTXaUe fooW e[hibiWV

logaUiWhmic deca\. ThiV iV illXVWUaWed in E[hibiW E  Zhich chaUWV UenW peU VTXaUe fooW YeUVXV

apaUWmenW Vi]e. While WhiV gUaph ZaV cUeaWed XVing daWa fUom oWheU UenWal XniWV in DoZnWoZn

PUoYidence and WhXV cannoW be XVed Wo diUecWl\ calcXlaWe UenW foU WhiV locaWion, Whe Vame pUinciple

holdV WUXe. UniWV Wo be combined ZeUe choVen caUefXll\ Wo minimi]e Whe decUeaVe in UenW of Whe

combined XniW UelaWiYe Wo Whe VXm of Whe UenW of Whe Xncombined XniWV. Again, Whe pXUpoVe of WhiV

anal\ViV and appUoach ZaV Wo maWhemaWicall\ idenWif\ Whe feZeVW  nXmbeU of XniWV neceVVaU\ Wo

mainWain pUojecW YiabiliW\.

The VaYingV in conVWUXcWion coVWV achieYed WhUoXgh conVolidaWing Vpecific XniWV ZaV  alVo

caUefXll\ conVideUed. ConVolidaWing XniWV VaYeV mone\ on WhoVe conVWUXcWion coVWV WhaW aUe

calcXlaWed on a peU XniW baViV. FoU e[ample, going fUom WZo (2) VWXdioV Wo a Vingle 1 bed/1baWh

XniW VaYeV Whe conVWUXcWion of an enWiUe baWhUoom. AW Whe Vame Wime, WheUe aUe ceUWain coVWV WhaW

onl\ paUWiall\ decUeaVe and VWill oWheUV WhaW don¶W decUeaVe aW all. In Whe e[ample aboYe, Whe coVW of

bXilding kiWchenV Zill paUWiall\ decUeaVe, becaXVe alWhoXgh one leVV kiWchen haV Wo be bXilW, Whe

neZ laUgeU XniW Zill UeTXiUe a laUgeU kiWchen. OWheU e[penVeV, inclXding XpgUading Whe elecWUical

VeUYice, VheeWUock, and flooUing, Zill noW diffeU aW all.
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FXUWhemoUe, iW iV leVV e[penViYe Wo conVolidaWe adjacenW XniWV in open VpaceV WhaW haYe \eW Wo be

bXilW oXW aV compaUed ZiWh conVolidaWing  XniWV WhaW aUe alUead\ paUWiWioned off in WeUmV of

eVVenWialV VXch aV plXmbing and elecWUical. The laWWeU haV Whe addiWional coVWV of demoliVhing Whe

paUWiWion ZallV, UeUoXWing an\ elecWUical and plXmbing foXnd ZiWhin WhoVe ZallV, and if going

WhUoXgh a bUick Zall, Whe added coVW of VWUXcWXUal maVonU\ ZoUk. The bXilding planV in iWV cXUUenW

configXUaWion foU UefeUence aUe inclXded aV E[hibiW F.  AddiWionall\, dXe Wo Whe naWXUe of Whe

VWUXcWXUe of WhiV bXilding, alWeUing ZallV on Whe loZeVW leYel haV VWUXcWXUal impacWV on Whe

VWUXcWXUeV aboYe. Commonl\, WhiV bXilding haV a Zall and VXppoUW VWUXcWXUe WhaW UepeaWV on each

leYel. In oWheU ZoUdV, iW iV noW poVVible Wo fUeel\ eliminaWe a Zall on Whe fiUVW flooU ZiWhoXW

impacWing Whe Zall aboYe iW on Whe Vecond and WhiUd and Vo on.

The 20 XniWV ZhoVe combinaWion ZaV eVWimaWed Wo haYe Whe leaVW impacW Xpon pUojecW feaVibiliW\

aUe VhoZn beloZ in Table 2 in oUdeU of WheiU impacW, VWaUWing ZiWh Whe leaVW. ConVolidaWing WheVe

XniWV decUeaVeV Whe oYeUall XniW coXnW b\ 10, bUinging Whe WoWal doZn Wo 61 XniWV. FoU each paiU of

conVolidaWed XniWV, Whe conVWUXcWion bXdgeW ZaV UeYieZed and adjXVWed line b\ line, and Whe VXmV

of WheVe adjXVWmenWV aUe VhoZn in Table 2 in Whe colXmn WiWled ³ConVWUXcWion SaYingV.´ The Wable

alVo inclXdeV Whe pUopoVed UenW foU Whe neZl\ cUeaWed XniW UelaWiYe Wo Whe UenW of iWV pUecXUVoU

XniWV.

Table 2. Impact of Unit Consolidation Upon Construction Costs and Rent

TRWaO
UQLWV

UQLWV
FRPELQHG DHVFULSWLRQ CRQVWUXFWLRQ

SaYLQJV
RHQW PUH

CRQVROLGaWLRQ
RHQW PRVW

CRQVROLGaWLRQ
DHFOLQH
LQ RHQW

71 NRQH N/A 0 N/A N/A $0

70 116 & 118 (1) 1 EHG 1 EDWK & (1) VWXGLR FRPELQHG LQWR (1) 2 EHG
1 EDWK (880 SQF7) $25,257 $3,200 $2,816 -$384

69 119 & 120 (2) 1 EHG 1 EDWK FRPELQHG LQWR (1) 2 EHG 2 EDWK
(1,220 SQF7) $16,323 $3,750 $3,450 -$300

68 502 & 503 (1) 1 EHG 1 EDWK & (1) VWXGLR FRPELQHG LQWR (1) 1 EHG
1.5 EDWK (875 SQF7) $19,192 $3,300 $2,538 -$763

67 202 & 204 (2) VWXGLRV FRPELQHG LQWR (1) 1 EHG 1 EDWK (575
SQF7) $16,622 $2,630 $1,915 -$715

66 102 & 104 (2) VWXGLRV FRPELQHG LQWR (1) 1 EHG 1 EDWK (575
SQF7) $16,622 $2,600 $1,885 -$715

65 106 &108 (2) VWXGLRV FRPELQHG LQWR (1) 1 EHG 1 EDWK (585
SQF7) $16,622 $2,600 $1,885 -$715
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64 206 & 208 (2) VWXGLRV FRPELQHG LQWR (1) 1 EHG 1 EDWK (585
SQF7) $16,622 $2,630 $1,915 -$715

63 207 & 209 (2) VWXGLRV FRPELQHG LQWR (1) 1 EHG 1 EDWK (570
SQF7) $16,622 $2,630 $1,915 -$715

62 107 &109 (2) VWXGLRV FRPELQHG LQWR (1) 1 EHG 1 EDWK (550
SQF7) $16,622 $2,600 $1,885 -$715

61 201 & 203 (2) VWXGLRV FRPELQHG LQWR (1) 1 EHG 1 EDWK (565
SQF7) $16,622 $2,630 $1,915 -$715

Model Variables

The WZo YaUiableV XVed in Whe modified model ZeUe Project Cost, calcXlaWed b\ UedXcing Whe

oUiginal pUojecW coVW of $12.95M b\ Whe collecWiYe Construction Savings deWailed in Table 2,

and Whe Decline in Rent, WhaW alVo UeVXlWed fUom each paiU of XniWV WhaW ZaV conVolidaWed. TheVe

YaUiableV ZeUe XVed in Whe model Wo UecalcXlaWe Whe ke\ financial meWUicV foU a WoWal nXmbeU of

XniWV Uanging fUom 71 doZn Wo 61. The fXll financial model iV VhoZn beloZ aV FigXUe 1 .
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Results

The UeYiVed financial model ZaV XVed Wo calcXlaWe ke\ financial meWUicV acUoVV a WoWal XniW coXnW

Uanging fUom Whe oUiginal pUopoVal of 71 doZn Wo 61. The UeVXlWV aUe VhoZn beloZ inTable 3.

Table 3.  Key Financial Metric Heat Map  for a Total Unit Count of 61-71 Units

UQLWV
PURMHFW

CRVW
DHFOLQH
LQ RHQW

LRaQ
APRXQW CaVK NOI

LRaQ
Pa\PHQW

CaVK
FORZ

CAP
RaWH

CaVK-RQ
CaVK IRR

IRR Z/
Ta[

CUHGLWV

71 $12.950M $0.00K $9.600M $3.57M $0.751M $0.610M $0.155M 5.80% 4.35% 8.13% 10.26%

70 $12.925M -$4.61K $9.575M $3.57M $0.747M $0.609M $0.153M 5.78% 4.28% 7.99% 10.12%

69 $12.908M -$8.21K $9.535M $3.59M $0.743M $0.606M $0.152M 5.76% 4.24% 7.94% 10.07%

68 $12.889M -$17.36K $9.435M $3.67M $0.736M $0.600M $0.150M 5.71% 4.10% 7.81% 9.93%

67 $12.873M -$25.94K $9.340M $3.75M $0.728M $0.594M $0.149M 5.66% 3.97% 7.68% 9.81%

66 $12.856M -$34.52K $9.250M $3.82M $0.721M $0.588M $0.147M 5.61% 3.85% 7.54% 9.67%

65 $12.839M -$43.10K $9.150M $3.91M $0.713M $0.582M $0.146M 5.56% 3.74% 7.42% 9.56%

64 $12.823M -$51.68K $9.060M $3.98M $0.706M $0.576M $0.144M 5.51% 3.62% 7.28% 9.42%

63 $12.806M -$60.26K $8.960M $4.06M $0.699M $0.570M $0.143M 5.46% 3.52% 7.16% 9.30%

62 $12.789M -$68.84K $8.870M $4.14M $0.691M $0.564M $0.141M 5.41% 3.41% 7.01% 9.16%

61 $12.773M -$77.42K $8.775M $4.21M $0.684M $0.558M $0.140M 5.35% 3.31% 6.88% 9.03%

A heaW map ZaV cUeaWed foU Whe ke\ financial peUfoUmance meWUicV, CAP RaWe, CaVh-on-CaVh,

and inWeUnal UaWe of UeWXUn (IRR). The midpoinW foU Whe heaW map foU each meWUic ZaV deUiYed

fUom daWa Waken fUom Whe PcW and RERC inYeVWmenW VXUYe\V, boWh of Zhich aUe bUoad  maUkeW

VXUYe\V compleWed b\ Ueal eVWaWe inYeVWoUV WhaW VeUYe aV a meWeUVWick foU accepWable financial

UeWXUnV. The UangeV ZeUe e[WUapolaWed fUom Whe UangeV aUoXnd inVWiWXWional daWa fUom WhoVe daWa

VeWV. The CAP RaWe aYeUage ZaV 5.71% (Uange 3.89%-8.08%), Whe IRR aYeUage ZaV 8.72%

(Uange 6.59%-13.17%), and Whe CaVh-on-CaVh aYeUage ZaV 8.62% (Uange 7.92%-9.32%).

Loan Amount

The Loan AmoXnW (Loan) foU each XniW coXnW ZaV deWeUmined baVed Xpon Whe WeUm VheeW

pUoYided b\ Bank Rhode IVland. One of Whe coYenanWV in Whe WeUm VheeW iV WhaW Whe DebW SeUYice

CoYeUage RaWio (DSCR), defined aV Whe UaWio of NOI diYided b\ Whe annXali]ed loan pa\menWV

(Loan Payment), be gUeaWeU oU eTXal Wo 1.25. While Whe bank haV oWheU coYenanWV, VXch aV a loan

Wo YalXe noW Wo e[ceed 75%, foU WhiV paUWicXlaU pUojecW iW iV Whe DSCR WhaW iV Whe limiWing facWoU

and conWUolV Whe ma[imXm Loan. The Loan ZaV VolYed foU a DSCR of 1.25 in Whe WhiUd \eaU,
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Zhich iV Whe \eaU afWeU Whe conVWUXcWion inWeUeVW-onl\ peUiod endV. AV Whe NOI dUopV ZiWh each

XniW WhaW iV UemoYed, Vo Woo mXVW Whe Loan Wo mainWain a minimXm DSCR of 1.25.

Cash

The CaVh ReTXiUemenW (Cash), alVo knoZn aV eTXiW\, WhaW iV UeTXiUed foU an\ giYen WoWal nXmbeU

of XniWV ZaV calcXlaWed b\ Waking Whe PUojecW CoVW plXV ceUWain cloVing coVWV aVVociaWed ZiWh

obWaining a commeUcial loan, leVV Whe Loan. AV Whe Loan decUeaVeV foU each XniW WhaW iV

diValloZed, Whe CaVh incUeaVeV.

NOI

The neW opeUaWing income (NOI) ZaV calcXlaWed b\ Whe model. IW WakeV inWo accoXnW Whe UedXcWion

of UenW WhaW UeVXlWV fUom each paiU of XniWV WhaW aUe conVolidaWed, and alVo facWoUV in UedXced

e[penVeV WhaW aUe dependenW Xpon Whe gUoVV UenW, VXch aV managemenW feeV, WhaW alVo geW UedXced.

The NOI decUeaVeV foU each XniW WhaW iV diValloZed.

Loan Payment

The Loan Pa\menW ZaV calcXlaWed baVed Xpon Whe WeUm VheeW fUom Bank Rhode IVland and

facWoUV in Whe inWeUeVW UaWe (4.82% aV of ApUil 19Wh), a 30 \eaU amoUWi]aWion peUiod, and Whe Loan

deWeUmined aV noWed aboYe. The Loan Pa\menW iV UelaWed Wo Whe Loan AmoXnW, and alVo decUeaVeV

ZiWh each XniW WhaW iV UemoYed.

Cash Flow

The CaVh FloZ iV eTXal Wo Whe NOI leVV Whe Loan Pa\menW. The CaVh FloZ decUeaVeV aV Whe

nXmbeU of XniWV decUeaVeV.

Capitali]ation Rate

The CAP RaWe decUeaVeV aV Whe XniW coXnW iV UedXced fUom 5.8% foU 71 XniWV doZn Wo 5.35% foU

61 XniWV.

Cash on Cash Return

10



The CaVh on CaVh ReWXUn (Cash-on-Cash) decUeaVeV aV Whe XniW coXnW iV UedXced, dUopping fUom

4.35% foU 71 XniWV all Whe Za\ doZn Wo 3.31% foU 61 XniWV.

Internal Rate of Return (IRR)

The IRR decUeaVeV aV Whe XniW coXnW dUopV, declining fUom 8.13% foU 71 XniWV all Whe Za\ doZn

Wo 6.88% foU 61 XniWV.

IRR with Federal Historic Tax Credits

FedeUal HiVWoUic Ta[ CUediWV (Tax Credits) UepUeVenWV Whe annXali]ed amoXnW of Wa[ cUediWV

e[pecWed Wo be geneUaWed b\ Whe deal. The Ta[ CUediWV decline VlighWl\ ZiWh XniW coXnW UedXcWion

becaXVe of Whe conVWUXcWion coVW VaYingV Ueali]ed WhUoXgh XniW conVolidaWion. Ta[ CUediWV aUe

W\picall\ allocaWed Wo Wa[ cUediW inYeVWoUV WhUoXgh comple[ paUWneUVhip agUeemenWV.  The

comple[iW\ VXUUoXnding WheiU XVage XndeU Whe Wa[ code and Whe 5-\eaU Wime hoUi]on oYeU Zhich

Whe\ aUe allocaWed makeV Whem leVV aWWUacWiYe Wo inYeVWoUV Whan caVh, and aV a UeVXlW, Whe\ aUe

W\picall\ diVcoXnWed fUom WheiU face YalXe. ThiV model diVcoXnWV Whem b\ a facWoU of 30% and

XVeV Whem Wo UecalcXlaWe an IRR facWoUing Whem in aV a caVh diVWUibXWion.

Discussion

DeYelopmenW of Ueal eVWaWe, and in paUWicXlaU Whe adapWiYe UeXVe of hiVWoUic bXildingV aV planned

foU 180 Geoge M Cohan, caUUieV man\ inheUenW UiVkV ± UiVkV inclXde, bXW aUe noW limiWed Wo,

conVWUXcWion going oYeU  bXdgeW oU Waking longeU Whan e[pecWed, inabiliW\ obWaining UeTXiUed

peUmiWV and appUoYalV , and floaWing inWeUeVW UaWeV YaUiabiliW\ Zhich can dUamaWicall\ impacW

pUojecW feaVibiliW\. UnfoUWXnaWel\, man\ of WheVe UiVkV haYe alUead\ come Wo paVV foU WhiV pUojecW,

inclXding VXbVWanWial incUeaVeV in inWeUeVW UaWeV fUom Whe Wime Whe offeU ZaV made WhUoXgh Woda\.

GiYen Whe inheUenW UiVkV in inYeVWing in Ueal eVWaWe, no pUiYaWe maUkeW paUW\ Zill aVVXme Whe

XpfUonW coVW of an\ Ueal eVWaWe UedeYelopmenW pUojecW ZiWhoXW a UeWXUn commenVXUaWe Wo Whe

inYeVWmenW placed aW UiVk. In oWheU ZoUdV, ZiWhoXW a minimXm UeWXUn WhaW compenVaWeV inYeVWoUV

foU WheiU ZillingneVV Wo UiVk WheiU CaVh on UedeYeloping a hiVWoUic pUopeUW\, Whe\ Zill noW do Vo.
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The oUiginal financial model XVed Wo XndeUZUiWe Whe UedeYelopmenW of 180 GeoUge M Cohan inWo

71 XniWV ZaV modified Wo aVVeVV Whe impacW of XniW coXnW UedXcWion on pUojecW YiabiliW\. The

model demonVWUaWeV WhaW foU eYeU\ paiU of XniWV WhaW iV conVolidaWed, Whe ke\ financial

peUfoUmance meWUicV ± CAP RaWe, CaVh-on-CaVh, and IRR - all decUeaVe. AV Whe CaVh-on-CaVh

and IRR aUe alUead\ faU beloZ ZhaW Whe maUkeW UeTXiUeV aV fXUWheU deWailed beloZ, an\ fXUWheU

UedXcWion eVVenWiall\ UendeUV Whe pUojecW XnfeaVible.

ThaW all WhUee meWUicV decline ZiWh Whe UedXcWion of each XniW iV noW Xne[pecWed, foU Whe\ all aUe a

fXncWion of Whe neW opeUaWing income (NOI).  The gUaph beloZ VhoZV Whe peUcenWage decline in

boWh NOI and PUojecW CoVW UelaWiYe Wo Whe oUiginal pUopoVal ZiWh 71 XniWV aV a fXncWion of XniW

coXnW. IW illXVWUaWeV hoZ NOI dUopV off aW a VWeepeU UaWe Whan PUojecW CoVW WhUoXgh XniW

conVolidaWion. Again, impoUWanWl\, WheVe meWUicV aUe all alUead\ beloZ ZhaW Whe maUkeW UeTXiUeV,

leaYing no Uoom foU Whem Wo be fXUWheU decUemenWed.

Figure 2. Graph Illustrating the % Declines in NOI & Project Cost vs. Unit Count

The e[WUa pUemiXm WhaW Ueal eVWaWe inYeVWoUV UeTXiUe Wo compenVaWe foU Whe e[WUa UiVk aVVociaWed

ZiWh Ueal eVWaWe inYeVWmenWV iV UeflecWed in Whe VpUead WhaW inYeVWoUV UeTXiUe beWZeen

CaVh-on-CaVh, oU Ueal eVWaWe \ield, and Whe U.S 10 YeaU TUeaVXU\ NoWe, Zhich iV YieZed aV a ³UiVk

fUee´ inYeVWmenW. TheVe VpUeadV aUe VhoZn in Table 4. AccoUding Wo Whe 1Q2022 RERC
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InYeVWmenW SXUYe\,  a bUoad  maUkeW VXUYe\ compleWed b\ Ueal eVWaWe inYeVWoUV Zhich VeUYeV aV a

meWeUVWick foU accepWed VWandaUdV, aV of 1Q2022 inYeVWoUV UeTXiUe a VpUead of 5.5% beWZeen Whe

10-YeaU TUeaVXU\ and Ueal eVWaWe \ield.

Table 4. Cash-on-Cash Required by Real Estate Investors vs 10-Year Treasury

ImpoUWanWl\, Whe TXaUWeUl\ aYeUage foU 1Q 2022 foU Whe 10 YeaU TUeaVXU\ ZaV 1.9%, bXW iW haV

Vince climbed oYeU a fXll poinW higheU Wo 2.92% aV of ApUil 19Wh.  Table 4 alVo VhoZV hoZ Whe

VpUead beWZeen Whe 10-YeaU TUeaVXU\ and Ueal eVWaWe \ield haV Uanged fUom 5% Wo 6.4% Vince

1Q2018.  Appl\ing WheVe VpUeadV Wo Whe ApUil 19Wh 10-YeaU TUeaVXU\ UaWe of 2.92% impXWeV a

UeTXiUed CaVh-on-CaVh Uange of 7.92% - 9.32%. AV a conVWUXcWion pUojecW ZiWh an aVVociaWed

incUeaVed UiVk pUofile, Whe Ueal eVWaWe \ield foU 180 GeoUge M Cohan ZoXld need Wo be aW Whe high

end of WhiV Uange aV compaUed ZiWh oWheU VWabili]ed aVVeWV. HoZeYeU, Whe CaVh-on-CaVh foU Whe

UedeYelopmenW of 180 GeoUge M Cohan eYen ZiWh Whe pUopoVed 71 XniWV iV onl\ 4.1%, Zhich iV

VignificanWl\ beloZ Whe loZeVW \ield UeTXiUed Wo aWWUacW inYeVWoUV. ThiV iV cleaU pUoof WhaW Whe XVe

YaUiance iV noW being VoXghW pUimaUil\ foU gUeaWeU gain and WhaW Whe fXll 71 XniWV UeTXeVWed iV in

facW Whe leaVW Uelief neceVVaU\.

The pUojecW¶V alUead\ beloZ-maUkeW CaVh-on-CaVh iV a UeVXlW of Whe inWeUeVW UaWe UiVk deVcUibed

aboYe WhaW iV inheUenW in Ueal eVWaWe deYelopmenW. InWeUeVW UaWe UiVk iV fXUWheU amplified in

conVWUXcWion pUojecWV becaXVe of WheiU paUWicXlaUl\ long lead WimeV and Whe Wendenc\ Wo fi[ UaWeV

onl\ Xpon conVWUXcWion compleWion. AV a caVe in poinW, Zhen Whe offeU Wo pXUchaVe 180 GeoUge M

Cohan ZaV Vigned back in NoYembeU 2021,  Whe 10-YeaU TUeaVXU\ ZaV onl\ 1.44%; aV of ApUil
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19Wh 2022, iW haV moUe Whan doXbled Wo 2.92%. To pXW WhiV in peUVpecWiYe, Whe loan inWeUeVW UaWe aW

WhaW Wime Whe offeU ZaV made ZoXld haYe been 3.38%, and aV a UeVXlW Whe debW VeUYice coYeUage

UaWio ZoXld haYe impUoYed. ThiV ZoXld haYe alloZed foU Whe loan amoXnW Wo incUeaVe Wo Whe fXll

$10,500,000 deWailed in Whe WeUm VheeW, and Whe CaVh-on-CaVh ZiWh WheVe paUameWeUV incUeaVeV Wo

an aWWUacWiYe 7.69%. The UiVe in inWeUeVW UaWeV haV decUeaVed Whe CaVh-on-CaVh UeWXUn fUom 7.69%

all Whe Za\ doZn Wo 4.1%, eYen ZiWh Whe fXll 71 XniWV.

The pUojecW inWeUnal UaWe of UeWXUn (IRR), like CaVh-on-CaVh, iV alVo dependenW on inWeUeVW UaWeV,

and WheUefoUe alVo mXch loZeU Whan maUkeW UeTXiUemenWV. Table 5 conWainV daWa fUom PcW,

Zhich iV anoWheU laUge inYeVWoU VXUYe\, and VhoZV an aYeUage IRR of 8.72% foU non

inVWiWXWional inYeVWoUV  (non-inVWiWXWional inYeVWoUV aUe VmalleU enWiWieV VXch aV PUoYidence LiYing

WhaW don¶W inYeVW in YeU\ laUge aVVeWV ZiWh inVWiWXWional fXndV, like an inVXUance compan\).

Table 5. PwC Investor Survey Containing Key Investor Metrics
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In compaUiVon, Whe IRR foU Whe UedeYelopmenW of 180 GeoUge M Cohan ZiWh Whe fXll 71 XniWV  iV

onl\ 8.13%, beloZ Whe aYeUage of 8.72%, and again leaYing no Uoom Wo UedXce Whe XniW coXnW

beloZ 71. ThiV UedemonVWUaWeV Whe need foU Whe fXll 71 XniWV and highlighWV WhaW Whe moWiYaWion

behind Veeking Whe XVe YaUiance iV noW one of gUeaWeU financial gain  and WhaW Whe fXll 71 XniWV

UeTXeVWed iV Whe leaVW Uelief neceVVaU\.

Again, pXUVXanW Wo R.I. Gen. LaZV �45-24-41(d-e), Whe haUdVhip, namel\ Whe facW WhaW Whe 50,000

VTXaUe fooW nXUVing faciliW\ and iWV peUmiVVible XVe iV fXncWionall\ obVoleWe, doeV noW UeVXlW

pUimaUil\ fUom Whe deViUe Wo Ueali]e gUeaWeU financial gain. SepaUaWel\, bXW foU all Whe Vame

UeaVonV, Whe Uelief needed, namel\ Whe need foU Whe DZelling - MXlWi-Famil\ ³XVe´ ZiWh 71 XniWV

and iWV VXbVeTXenW and coUUeVponding dimenVional need foU 26 paUking VpaceV, iV baVed on Whe

XniTXe chaUacWeUiVWicV of Whe land and iV Whe leaVW Uelief neceVVaU\. An\ UedXcWion Wo Uelief

UeTXeVWed foU Whe paUking VpaceV iV moUe Whan a meUe inconYenience becaXVe iW WhUeaWenV pUojecW

YiabiliW\ WhUoXgh iWV coUUeVponding UedXcWion in XniW coXnW.

In Whe model, in oUdeU Wo illXVWUaWe WheiU XVefXlneVV, Ta[ CUediWV aUe inclXded in a Vecond IRR

calcXlaWion ZheUe Whe\ aUe WUeaWed aV caVh diVcoXnWed aW 70% of WheiU face YalXe. ThiV UedXcWion

Wo face YalXe UeflecWV Whe maUkeWplace foU WheiU moneWi]aWion aV Zell aV incUeaVed coVWV aVVociaWed

ZiWh WheiU XVage; conVXlWing feeV aUe e[penViYe, and foU WhiV pUojecW, Zill coVW anoWheU $25,000 noW

facWoUed inWo Whe model elVeZheUe. The comple[ legal VWUXcWXUe alVo addV VignificanW legal coVW.

FXUWheUmoUe, Whe deVign UeTXiUemenWV WhaW haYe Wo be folloZed in oUdeU Wo obWain Ta[ CUediWV

dUiYe Xp conVWUXcWion coVWV, again effecWiYel\ UedXcing Whe YalXe of Ta[ CUediWV. Be\ond WheVe

XpfUonW coVWV, Ta[ CUediWV cannoW be XVed Wo offVeW ceUWain Wa[ liabiliWieV, VXch aV Velf emplo\menW

Wa[, and foU moVW people, acWiYe income aV Zell. ThXV, Zhile Whe\ aUe aZaUded oYeU 5 \eaUV, iW

ma\ Wake mXch longeU Whan WhaW Wo Ueali]e WheiU benefiW, fXUWheU effecWiYel\ UedXcing Whe IRR. FoU

WhiV UeaVon, eYen Whe 70% figXUe XVed in WhiV model ma\ be Woo high. While Ta[ CUediWV ceUWainl\

can help a pUojecW, Whe e[WenW Wo Zhich Whe\ do Vo iV YeU\ difficXlW Wo accXUaWel\ meaVXUe, and iV

moVW likel\ leVV Whan WhiV model ZoXld VXggeVW.
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The CAP UaWe in iWVelf iV moUe in line ZiWh maUkeW e[pecWaWionV. WiWh 71 XniWV, Whe CAP RaWe iV

pUojecWed Wo be 5.8%. The aYeUage CAP RaWe foU PZC NoninVWiWXWional pUopeUW\ ZaV 5.71%, YeU\

cloVe Wo Whe pUojecWed CAP RaWe foU 180 GeoUge M Cohan. The diffeUence of nine hXndUedWhV of

a peUcenWage poinW, eVpeciall\ giYen Whe UiVkV inYolYed, iV noW UemoWel\ ³conVideUabl\ beWWeU Whan

aYeUage.´  IW iV ZoUWh noWing WhaW Zhile CAP RaWeV aUe noW diUecWl\ dependenW on inWeUeVW UaWeV,

Whe\ aUe likel\ Wo incUeaVe aV inWeUeVW UaWeV UiVe.  The band of inYeVWmenW capiWali]aWion UaWe iV a

WechniTXe XVed Wo deWeUmine CAP RaWe UeTXiUemenWV foU a giYen CaVh-on-CaVh \ield. FoU a

CaVh-on-CaVh \ield of 6% ZiWh an inWeUeVW UaWe of 4.82%, WhiV calcXlaWion impXWeV a CAP RaWe of

6.26%.2 ThXV, Zhile Whe pUojecWed CAP RaWe iV in line ZiWh 1Q 2022 maUkeW e[pecWaWionV, iW iV

likel\ Wo fall VhoUW of CAP RaWeV foXnd in fXWXUe VXUYe\V.

The UeYiVed financial model demonVWUaWeV WhaW conVolidaWing XniWV Wo UedXce XniW coXnW, eYen

Zhen done in a WhoXghWfXl manneU Wo minimi]e Whe economic impacW, haV a cUiWicall\ negaWiYe

impacW Xpon Whe pUojecW¶V economicV, making an alUead\ anemic pUojecW enWiUel\ noW Yiable. EYen

Whe cXUUenW pUopoVal of 71 XniWV UepUeVenWV an inYeVWmenW WhaW Whe cXUUenW maUkeW ZoXld noW

VXVWain. In oWheU ZoUdV, WhiV pUopoVal UepUeVenWV gUeaWeU inYeVWmenW in Whe bXilding foU leVV UeWXUn

Whan Whe maUkeW Zill beaU. To pXW in Whe WeUmV of XVe YaUiance paUlance, if Whe bXilding ZaV UeVold

ne[W monWh, 71 XniWV iV leVV Whan Whe leaVW Uelief neceVVaU\ foU pUojecW YiabiliW\.

The UiVkV aVVociaWed ZiWh inYeVWing in hiVWoUic bXilding UedeYelopmenW aUe m\Uiad and

challenging, and ceUWain UiVkV inclXding Uapidl\ UiVing inWeUeVW UaWeV, haYe alUead\ negaWiYel\

impacWed Whe pUojecW. ThiV iV Zh\ Vo man\ hiVWoUic pUopeUWieV Uemain XndeU-deYeloped oU

abandoned. The VWUXcWXUeV and WheiU legal XVeV aUe commonl\ noW Yiable maUkeW inYeVWmenWV and

WheUefoUe VXch bXildingV Vlip inWo deca\. Taking inWo accoXnW Whe CaVh-on-CaVh, IRR, and CAP

UaWe, if Whe bXilding ZeUe Vold Woda\ in WhiV cXUUenW inWeUeVW UaWe enYiUonmenW, eYen Whe 71 XniW

pUopoVal iV noW Yiable aW Whe cXUUenW pXUchaVe pUice. An\Whing leVV Whan Whe 71 XniWV makeV Whe

pUojecW noW feaVible.

2 MoUWgage ConVWanW (6.36%) [ Loan Wo ValXe (74.1% ) = 4.71%
ETXiW\ DiYidend RaWio (6%) [ ETXiW\ RaWio (25.9%) = 1.55%
Band of InYeVWmenW CapiWali]aWion RaWe 6.26%
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ThiV financial anal\ViV makeV iW cleaU WhaW Whe UeTXeVW foU a XVe YaUiance doeV noW UeVXlW pUimaUil\

fUom Whe deViUe of Whe applicanW Wo Ueali]e gUeaWeU financial gain. FoU all Whe Vame UeaVonV, a XniW

coXnW of 71 ZiWh 26 paUking VpaceV iV Whe leaVW Uelief neceVVaU\, and an\ Uelief leVV Whan WhaW

ZoXld amoXnW Wo a haUdVhip gUeaWeU Whan a meUe inconYenience pXUVXanW Wo R.I. Gen. LaZV

�45-24-41(d-e). The UeTXeVWed Uelief iV WhXV cUiWical Wo UedeYeloping WhiV hiVWoUic bXilding inWo

UeVidenWial XniWV and bUeaWhing neZ life back inWo an iconic PUoYidence bXilding.
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Exhibit 6 

Comprehensive Plan Citations 

 

1. P. 122, LU3 Maintain and Enhance Residential Areas, Subsection B promotes the adaptive reuse 

of historic non-residential buildings in residential areas through increased residential density. 

2. P. 22-23 Limited Areas for Growth  

a. There is a discussion about facilitating density in former Mill Buildings, this project is 

comparable in concept 

b. 2.3 Opportunities Smart growth calls for infill and higher densities 

3. P. 25, Sustainability and the Environment, Goal 1 –  

a. Reuse and Infill is sustains historic buildings as well as sustains the health of the city 

through appropriate density 

4. P. 35, Sustainability and the Environment, Objective SE4: Sustainability and the Built 

Environment, subsection F is a specific call out for the reuse of existing buildings  

5. P.39 is a specific call out to funding the State Historic Tax Credit to make historic structures 

viable, this Federal Historic Tax Credit Project is no different 

6. P. 44 Objective BE5 Preservation Planning, subsections A and B look to prevent displacement 

through rehabilitation of structures of historic merit 

7. P. 45, Objective BE 7, Neighborhood Character and Design, Subsection E-1 – focus of 

rehabilitation of infill in residential areas 

8. P. 110, LU2 Direct Growth, Subsection B3, specifically calls out the encouragement of the 

adaptive reuse of historic structures where financially feasible.  

a. The proposal today comes at 0 cost to the City 

9. P. 56 – Housing – Create, Revitalize and Preserve 
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