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Critical Review of Cushing Village Financial Impact Report

October 18, 2012

I. Overview

Any large development brings not only benefits to the town, but costs and potential risks as well. It is
critical that both positive and negative factors be evaluated objectively. This allows the net financial
gain (if any) from a project to be more accurately assessed; and Town officials to take contractual or
other precautions to protect the town�’s taxpayers against surprise financial costs.

In October of 2012, Starr Legacy Partners submitted a Financial Impact Report (FIR) for their proposed
Cushing Village (CV) development in Cushing Square. Chris Starr is the principal behind both the
development and Starr Legacy Partners.

There are eight affected parcels. Six are currently used for commercial activity. The remaining two
include a municipal parking lot on which Mr. Starr has an open purchase and sale agreement; and a
section of property at the end of Horne Road that has been granted to Starr at no cost for use in his
project, should the municipal lot sale be completed.

Mr. Starr has stated that the current FIR was prepared by himself. However, it is largely derivative of an
October 2010 draft FIR prepared on Starr�’s behalf by the Boston based firm Four Point Associates, Inc.
The current FIR also contains a footer normally associated with legal documents, suggesting that Mr.
Starr�’s attorney may also have assisted on the effort.

II. Key Findings

This paper reviews the main elements of Starr�’s financial impact analysis and highlight potential areas
where assumptions or calculations appear problematic; or where additional data transparency is
needed. It also flags potential steps the Town can take to protect taxpayers in areas where financial
impacts are uncertain and could end up be materially higher than projected by the developer.

The most substantial elements of Mr. Starr�’s review on Town finances are projected property tax
revenues and impacts on schools. Thus, these areas are reviewed first. Smaller impact areas are then
addressed in turn. The key findings are:

 Estimates of net property tax increases appear to be too high. Baseline property tax
assumptions reflect multi year depreciation of physical structures Mr. Starr plans to demolish.
This inflates the gains from Mr. Starr�’s project. The approach used to project property taxes,
and the comparables chosen, need to be verified by the Town, as the methodology does not
match the approach used by the Board of Assessors, and benchmarks a rental property against a
condo one. Finally, the scenarios presented do not examine marginal property tax impacts from
moving from an overly large project to an appropriately sized one. This may be the most
important metric to the Planning Board in evaluating the financial impact of various
development options.
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 Estimates of educational costs associated with the project are too low. The assumed students
per project bedroom dropped by 30% between the 2010 draft FIR and the current one, with no
explanation. Studies used to justify the assumptions are incompletely cited, with key
information on their age, properties evaluated, or potential conflicts of interest missing. Where
locality information is provided, the studies often apply to districts with lower ranked school
systems, or to a wide mix of communities for which many in the sample would not be
comparable. Mr. Starr has also improperly excluded educational fixed costs, in violation of his
own chosen FIR methodology. The financial risks to the Town from this element of the FIR are
significant, particularly given that Mr. Starr�’s development will become among the least
expensive venues to enter the Belmont Public Schools. In addition to improving the estimates,
the Town should bond the project against delivering more students than they have stated they
will bring. This is particularly important given that many Belmont schools are at or near
capacity.

 Projected property tax increases on commercial properties in Cushing Square will create dual
pressures on the existing small retailers: higher rents and dislocations should their landlords
decide to redevelop their parcels. These pressures will offset some or all of the gains they will
eventually see from additional residents of the Square. Retail configurations may begin to shift
to formats more attractive to chain stores than to sole proprietorships.

 Other items for which the FIR quantifies gains are missing the offsetting costs. This includes
the cost of sale for the municipal lot, and some potential loss of public spaces; disamenities
during the construction period; and incremental municipal oversight costs of the project. It is
inappropriate to count only the revenue gains.

 Excise cost assumptions indicate potential problems in parking assumptions. Assumptions on
vehicles for the CV project are much lower than the vehicle count in the study the FIR relies on
for assessing vehicle values.

III. Property Tax Projections: Most Important Tax Scenario
Was Not Assessed; FIR Assumptions Need Vetting by the Town

Although commercial space was one of the selling points of his project in earlier iterations, Mr. Starr has
migrated to a larger and larger share of residential composition over time. Because demands on
municipal services are easier to predict for commercial and retail tenants, the shift to residential
increases the financial risks to the town. Issues arising in Starr�’s property tax projections are:

1) Baseline property tax assumptions are likely understated. As shown in the Table 1, assessed values
on Starr�’s parcels have dropped by nearly 17% since 2007. Central factors include contamination on one
parcel (and the resultant demolition of the building) and a general decline in property quality as site
maintenance waned on parcels slated for demolition. Although the assessed value on the municipal lot
has risen in the most recent year, it too remains more than 16% lower than its value in 2007. Assessed
values of the properties Starr purchased in market transactions (the Tops Cleaner�’s site was owned by
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Starr�’s family previously and transferred for a symbolic $1) are only 50 65% of Starr�’s purchase price.
This indicates that the developer also understands the current assessments are artificially low now.

Any decision on these properties will create clarity on their future use, and generate higher tax valuation
to the town then the baseline used in the current FIR.

2) The FIR estimates property taxes for only one scenario, overstating the trade offs associated with
choosing an appropriately scaled rather than a huge project. The current FIR compares only the
proposed development formulation to the current (depressed) assessed value of the parcels. From a
Town planning perspective, additional scenarios are relevant. If the Planning Board believes the current
developer proposals continue to exhibit excessive height and mass, the property tax scenarios do not
drop to zero, but only to the somewhat lower tax projections associated with an appropriately scaled
development. Any decline in gross property tax revenues is further muted by the fact that municipal
costs will also drop somewhat, resulting in a smaller reduction on a net property tax basis.

3) Property tax estimates for residential units rely on a single point estimate. Starr uses the property
taxes per square foot in 125 Trapelo (across the street) as a conservative proxy for the likely property
taxes on Cushing Village. He argues that the valuation per square foot in his new development would be
expected to be higher, and along with it the property taxes.

There is some logic to this claim. However, the Board of Assessors has evaluated Cushing Village in the
past using cap rates, not value per square foot comparables. They should (a) confirm that the approach
used by Starr is accurate; (b) confirm that there are no material differences in how to value rental
properties (Cushing Village) versus condos (125 Trapelo); (c) evaluate more than a single benchmark;
and (d) present a range estimate rather than a point estimate on anticipated tax revenues as this is
more reflective of project uncertainties.

They should also bring to this assessment the dynamics of abatements in circumstances such as CV. Past
conversations with RE developers indicated that it was not uncommon for a new development to have a
higher tax/sf upon completion; for the town to crank up assessments on surrounding parcels; for this
attempted increase to be successfully resisted by surrounding, older properties; and for the new
development to then receive an abatement based on comparable rates to the older properties a year or
two later.

4) Property tax estimates for commercial properties may improperly ignore the land component.
Starr compares five commercial properties on a tax/sf basis and notes wide variation. This calculation
seems to divide total property taxes by the square footage of interior space, and is therefore inaccurate
for parcels (such as Starbucks) with significant land without building cover.

5) The projected increase in property taxes on surrounding commercial parcels of 40% (FIR, p. 12) is
likely enough to trigger redevelopment of surrounding parcels at higher densities; and the
displacement of existing tenants both due to rising rents and to construction. Most retailers did not
come out publicly to support Mr. Starr in his recent letter attacking the Planning Board; the majority of
the property owners did. While the purpose of the Cushing Overlay was to increase the vibrancy of
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Cushing Square, care and attention is needed now to ensure that the scale and configuration of the CV
development does not result in the loss of the small businesses that make Cushing Square so special.

IV. Impacts on the Schools: More Uncertain than Presented in FIR; Bonding Needed

As noted below, the current FIR makes a number of assumptions likely to understate both the number
of school age children living in CV, and the cost of these children to the system. The Town needs not
only to adjust the projections to reflect known problems but also to require educational bonding to
protect against the remaining uncertainties.

1) Studies used to estimate students per unit are inadequately cited and may be improperly
compared to Belmont. Missing information of import includes when studies were done (some are more
than 10 years old); which communities they included (not all towns in Massachusetts are relevant
benchmarks); and any conflicts between the study author and the purpose of the report. Some
potential issues:

 Bonz Associates: appears to include multiple communities around Boston; not all would be
relevant. A sub sample average for high performing districts close to Boston would provide a
much better proxy than a state wide average.

 Avalon Bay owns and operates multi family housing all over the country, and may have an
incentive to favor lower school impacts from their properties since it could ease their path in
building new ones. The study, focused on 40B, may include multiple states as well as non
comparable communities within the State. Again, focusing on towns similar to Belmont is
critical.

 The CHAPA study reference appears incorrect. The numbers reported are exactly the same as in
Starr�’s 2010 draft FIR, but the sourcing is different. In the 2010 report, he cites a 2003 study of
multiple towns. That analysis is old, pre recession, and relied on even earlier demographic data.
Yet for his 2012 FIR, he is citing the CHAPA numbers in his table, but lists a study of a 40B project
in Needham, MA by the Community Opportunities Group in his footnotes.

 The Connery study is based on properties in Methuen, MA, likely not a solid proxy for Belmont.

In general, these studies are expected to understate school age children in CV for a few reasons. First,
more desirable school districts tend to pull in more parents willing to sacrifice housing amenities or size
in order to get their children into a good school system. Belmont�’s proximity to Cambridge and Boston
and easy access for commuters including graduate students, combined with CV�’s configuration as small
rental apartments, all suggest that student populations in CV will be higher than many of the towns Starr
is using as comparables in the cited studies. Further, the towns mentioned within the FIR as
constraining family�’s incentives to move into the Belmont district (Newton, Lexington, Weston, and
Wellesley) also generally have higher �“entry�” costs for a family seeking good public schooling for their
children. This weakens Starr�’s argument. Further, recessions tend to push people to downsize housing
and leave private schools; both factors would tend to increase the number of school age children in the
proposed rental apartments in Belmont.
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2) The assumed number of school age children per CV bedroom dropped by more than 30% (from 18
to 12) between the draft FIR in 2010 (p. 9) and the current one (p. 9). There is no explanation for this
change. It is notable that the number of total bedrooms in the project is virtually unchanged (187 in
2010, 188 today). While 1 BR units dropped, the number of 2 BR units has remained the same for
affordable units and actually risen by 8 for market units. The increase in 2 BR units would be expected
to increase the number of school age children, not decrease them.

3) Belmont should require educational bonding, as was done in Lexington, in order to protect itself
against unexpected increases in school age children in CV and other planned developments. There will
be no way to precisely estimate the number of children CV will bring into Town. Further, it is not in the
developer�’s interest to admit there will be more children then he claims, as his project could drop to
property tax negative.

Absent the town funding a detailed, independent study of the issue, bonding is a clean way to proceed.
If the developer truly believes his own estimates of school age children, he will have no trouble bonding
against exceedances. Copies of Lexington�’s agreement were provided to the Planning Board some
months ago, but additional copies can be sent upon request. Lexington required funding of a trust fund.
Surety bonds may be an alternative as well, so long as counter party risk of the surety is properly
addressed.

4) Starr has improperly excluded 20% of educational costs from his calculation of offsetting costs of
his project. The FIR argued that the marginal cost of new students drive variable, but not fixed costs
and that therefore the fixed costs of the school system should be ignored in assessing the impact of
students from his development on town costs. This reduction should be reversed for two reasons. First,
it violates Starr�’s own stated principle of municipal averaging; that approach was used for calculating all
of his other FIR components. Second, the marginal cost of new students in the Belmont system �–
including from CV �– is likely to be far higher than the average, not lower. This is because Wellington is
already at capacity; Chenery near capacity; and the other elementary schools average 25 pupils per
classroom. A marginal costing approach, as Starr has proposed, would in fact require the Town to apply
the full cost of new school or classroom construction to Starr�’s project, should his buildings tip the town
into needing the new physical capital. Students from the property may also require services well in
excess of the average �– we simply don�’t know. Cost uncertainty cuts both ways, including on the fixed
costs.

5) The argument that students moving from other housing into CV should not count in the student
impact of the property is incorrect. While the student in the apartment may not constitute a new
entrant into the schools, the property recently vacated by the family is then open to have children move
there. The overall demand for educational services still rises as a result of the development. Similarly,
while it is theoretically possible that some CV tenants would send their children to private school
(another factor the develop uses to claim his student estimates are conservative), the market
positioning of the units as small rental properties suggest this is very unlikely to occur.
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V. Motor Vehicle Excise Taxes: Input Data Suggests Potential Parking Problems

The FIR predicts about $18,000 in incremental excise taxes per year from vehicles in CV. Though the
figure is small relative to property tax revenues, the estimates still seem soft. The assumptions are
interesting, however, for what they are saying about the number of vehicles.

1) Vehicle counts used to assess excise taxes appear unrealistically low. Starr assumes that there will
be 118 vehicles associated with the 118 residential units, or one car per unit (0.63 cars per bedroom).
This is lower than he has assumed in past years.

Yet the Pembroke study he used to generate vehicle values (which drive his excise tax figures) estimated
1.24 vehicles per 1 bedroom unit and 1.75 vehicles per two bedroom unit. Based on the CV proposed
configuration (48 1 BR x 1.24) + (70 2 BR x 1.75), there would be 182 cars, more than 50% higher than
Starr�’s predictions. While the excise tax impact of this disparity is not that large, the variance would
create very different parking demand profiles. In the past Starr has argued that vehicle ownership will
be lower due to proximity to bus lines. The degree to which is claim is valid should be assessed
empirically �– less for the FIR than for the parking review. TheTown should be able to model likely
vehicle ownership rates based on existing vehicle registrations in multi family housing along bus routes
in Town. Higher vehicle counts for CV residents could create spillover pressures where residential
parking demand crowds out municipal access to spots within the Cushing Village development. This
problem will be more acute if enforcement of the municipal spots is delegated to building management
rather than conducted by the Town.

2) Valuations per car appear to be mis specified. Starr uses average valuations per car from the 2010
draft FIR of $4,736 for those owned by occupants of 1 BR units and $8,298 for those owned by
occupants of 2 BR units. There is no logical reason for such a large disparity in the vehicle quality
owned by 1 BR renters versus 2 BR renters; in fact, single people with no children may well be able to
afford more expensive cars. It also just so happens that multiplying the 1BR rate by the 1.75 vehicle
number in the 2BR units comes within $10 of the valuation ($8,288) of an average vehicle in a 2 BR unit.
Thus, it may be there were arithmetic errors that need correcting (i.e., that the figures were an attempt
to scale average vehicles values per bedroom to larger sized units). Further, it is not at all clear that
vehicles in Pembroke are a good proxy for what people drive in Belmont.

VI. Other Available Funds

The FIR estimates that CV will generate $23,000 per year in other available funds, a category that
includes free cash, stabilization funds, and Community Development Block grants. Unlike State Aid, it is
not clear that all of these categories actually increase in size as the resident count rises. Rather, a pre
existing pool of funds may simply be getting divided amongst more people. This distinction would
matter in what offsetting revenues are properly attributed to the CV project.
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VII. Public Works Costs

The FIR assumes no impact on power, water, and sewer costs because these are enterprise funds where
users pay into the system to cover fixed and variable costs. Rate design for these entities often average
system costs across users to ensure revenue adequacy (i.e., total collections equal or exceed total costs).
However, revenue adequacy is a different role than accurate cost accounting, and cross subsidies from
one class of users to another are common in many rate designs. The Town should assess whether any
development (the issue is relevant not only to CV) will trigger capital expenditures sooner or on a larger
scale than what would otherwise have been needed. Like public schools, this occurs when the added
demand from the development tips the pre existing system (be it schools, sewer trunk lines, or power
transmission infrastructure) over its allowable capacity forcing substantial capital upgrades. How to
address such an occurrence through rates is a political and policy decision; but the Town should at least
know if and when it is occurring.

VIII. One Time Municipal Revenues

The FIR tallies one time revenues to the town from CV. There are two main categories: proceeds from
an asset sale (the municipal parking lot); and extra permitting fees. The presentation is simplistic and
misleading. The parking lot sale revenues need to be offset by the cost of making that sale, including
dealing with Mr. Starr�’s attempted suit of the Town over the P&S. Further, the town should
appropriately benchmark the proceeds of any asset sale against the market value of that asset and the
cost of replacing it in order to determine whether Belmont is, on net, better off.

Mr. Starr rightly points out that the main function of the municipal lot is being largely replaced in his
development. But the replacement is not identical. First, there appear to be 52 spots in the current lot,
which will be replaced by 50. There are also some likely (4 on Horne Road) and some possible (on
Williston, Trapelo, Common, and Belmont) losses of on street spots as a result of the CV development.
The net retention of spaces would be the most accurate factor to include. Finally, the quality of the
replacement spaces are not identical to the current ones, as they will be underground, further away
from stores, and facing possible competition from CV residents if (as is likely) there are insufficient
residential spots. All of these factors would tend to reduce the net one time gain from the sale below
$850k.

On the municipal fees, the permit fees paid by CV are not mere windfalls. Big projects require significant
extra work for town officials. Offsetting expenses would be appropriately included.

IX. Impacts on Local Businesses

The FIR estimates over $9 million in local area business profits and wages. This is the result of running
construction costs through a regional impact models to estimate direct and spillover benefits of the
project spending. It is useful to keep this value in context. First, Starr has not netted out existing
employment and salaries from his calculations of the impact of his new development (see p. 12).
Second, regional impacts from construction and spillover spending were linked to local benefits in
earlier CV presentations. But Starr has no restrictions on whom he hires, where they come from, or
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where the materials they buy to use on site come from. Nor would one expect him to. But the
implication is that the majority of the regional impacts will accrue across a much larger geographic
region than simply the Town.

There are also offsetting costs of the building activity, though these will primarily be borne locally.
There will be increased noise and traffic, disruption of commuting routines, and probably more difficulty
parking. Thus, while the construction workers will buy their lunch in Cushing Square, other people who
used to go there may steer clear. Wasted time in traffic (which economists also often try to quantify)
would also rise.

As was the case with property tax revenues, the incremental reduction in local spending benefits from
selecting a properly scaled project relative to CV�’s profit maximization scale will be relatively small.
Whatever net benefits do accrue will not drop to zero.

X. Property Tax Impacts on Adjacent Parcels

The FIR estimates increased property tax revenues on surrounding properties of at least $47k/year. As
with many of Mr. Starr�’s other claims, this one is more complicated than he suggests.

 Higher property taxes on small retailers may force some of them to close, a big loss to the
square were this to affect keystone businesses such as Ohlin�’s, Ben Franklin, Aram�’s or Winters
Hardware.

 Higher cap values per square foot are a strong driver for other landowners to redevelop their
parcels at a similar density as Mr. Starr. This creates urbanization concerns for the Square
overall, and compounds the risk of rising rents to existing retailers with the additional risk of
being dislocated as landlords embark on larger scale renovation of their parcels. Larger retail
footprints, as has been proposed by Starr in the past, also tend to favor chain stores over the
individual proprietorships that give Cushing Square its unique flavor.

 Adjacent residential properties face a mix of possible outcomes. If the scale of CV is too large,
they may see a reduction in property values. If the development results in sharp increases in
commercial property real estate taxes, some spillover onto retail valuations would be expected.
Neighbors would be rewarded for enduring two years of extra traffic and construction with
higher property taxes.

IX. State Aid

The approach for estimating incremental state aid seems reasonable.
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Table 1. Cushing Village Parcels: Ownership and Valuation Trends

Parcel name Current owner Former owner Purchase 
Date

 Purch Amt 2012 Assessed 
value/Starr 

purchase price

Assessment, 
FY12

Assessment, 
FY10

Assessment, 
FY07 

 % Change 
in Value, 
2007-12 

 % Change 
in Value, 
2007-10 

Comments and Data 
Source

Belmont Municipal 
Parking Lot

Town of Belmont n/a Open P&S 850,000$      135.4% 1,151,000$  1,086,000$  1,378,000$   -16.5% -21.2% Belmont Assessor; Starr 
has P&S, but not paying 
any taxes (or purchase 
price) until takes 
ownership.

End of Horne Road Town of Belmont n/a Open P&S -$             -$                -$            -$            -$             n/a n/a Usage rights granted at no 
cost at time municipal lot 
sale goes through.

112 Trapelo Road 
(Starbucks)

Smith Legacy 
Partners II

Paul Green (NY, 
NY)

2/25/2010 2,280,000$   53.8% 1,226,000$  1,226,000$  1,244,000$   -1.4% -1.4% Feb. 2010 purchase: 
$224k plus mortgage 
discharge of $2,040,000.

102-104 Trapelo Rd (Corner 
lot SS Pierce)

Smith Legacy 
Partners (Chris 
Starr)

Lesley Ferolito, 
Trs.

4/2/2008 1,800,000$   65.6% 1,181,000$  1,181,000$  1,175,000$   0.5% 0.5% Belmont Assessor

505 Common Street 
(Laundromat, Bank)

505-507 Common 
Street LLC (Chris 
Starr)

Richard M. 
Yanofsky et al., 
Trustees

7/3/2007 1,500,000$   52.9% 794,000$     794,000$     906,000$      -12.4% -12.4% Belmont Assessor

527 Common Street (CVS 
site)

527 Common Street 
LLC (Chris Starr)

Richard M. 
Yanofsky et al., 
Trustees

7/3/2007 2,631,608$   65.5% 1,724,000$  1,724,000$  1,724,000$   0.0% 0.0% Belmont Assessor

495-501 Common St. (Tops 
Cleaners)

495-501 Common 
Street Series LLC; 
Smith Legacy 
Partners Series LLC 
(both Chris Starr)

Jenkins Starr LLC 
(Chris Starr)

4/7/2006 1$               n/a 341,000$     341,000$     1,288,000$   -73.5% -73.5% Not sure why two LLCs 
listed as owners; FY10 
assessment includes zero 
value for building; No MA 
filing for Common St. 
LLC.  Transfer value of $1 
was an estate transaction, 
not an arms-length sale.

Totals, excluding municipal lot 8,211,609$   5,266,000$  5,266,000$  6,337,000$   -16.9% -16.9%
Totals, including municipal lot 9,061,609$   6,417,000$  6,352,000$  7,715,000$   -16.8% -17.7%

Property tax payments, current and projected based on lot purchase price, completion of lot sale
Based on purchase price Based on assessed value

  Rate per $1000 of valuation 13.35$         13.35$         
  Amount paid on currently owned property 109,625$      70,301$       Purchase price scenario 

understates actual due to 
$1 sale of Tops site and 
free transfer of Horne road 
parcel.

    Baseline taxes at current rates, once title on parking lot shifts 120,972$      85,667$       


