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A.	Financing Plan 
The FCGP team members have unsurpassed 
reputations in the market for consistently 
delivering on commitments and as a result 
enjoy strong long-term relationships among 
the industry’s leading lenders and equity 
partners.

The partners have used a variety of financing 
sources on projects of similar and greater 
size to our contemplated development 
proposal for the City of Falls Church 
Site.  As noted, EYA and PNH have raised 
approximately $1 billion in project equity 
for their developments from among the 
most well regarded real estate investors.  
Most recently EYA partnered with JBG on 
11 development projects valued at more 
than $1 billion.  PNH partnered with PSP, a 
large Canadian pension fund, to finance and 
develop The Wharf, valued at $2.3 billion 
alone.  In addition to third-party equity, 
both EYA and PNH are well capitalized and 
typically invest between 5% and 15% of 
their capital into projects they sponsor.  
Neither EYA nor PNH syndicate their equity 
requirements.  Regency uses its own capital 
for development projects and enjoys a 
market capitalization of $15 billion.  Equity 
return requirements are currently targeted at 
between a 12% and 18% IRR.

In addition to our access to institutional 
equity, we have long-standing relationships 
with lenders. In the last three years EYA has 
secured more than $451 million and PNH 
more than $903 million in construction and 
permanent debt financing for real estate 
development projects. We have reviewed 
our proposal with M&T Bank, Wells Fargo 
Bank, and Eagle Bank, three of our lending 
partners, and they have all expressed 
enthusiasm for financing the project. 
As an example, we have included in the 
Appendix several reference letters from the 
aforementioned lenders, including one from 
Doug Vigan, Group Manager of M&T Bank, 
expressing the bank’s interest in providing 
us with debt financing for the project and 
stating that EYA “has significant borrowing 
capacity and access to capital to secure 

construction funding required to acquire and 
develop” the Site in question. As a result of 
our deep financial strength, access to capital 
will not be a constraint to developing the plan 
in the time frame and sequence proposed.

In consultation with our lenders, and based 
on our experience, we expect to finance the 
project with an Acquisition and Development 
loans and a Construction loans. The total 
commitment from the bank is 60% to 75% of 
the total costs, and the remaining costs will 
be funded by cash equity and sponsor equity. 
These modest leverage levels ensure that the 
project will not be over burdened with debt 
expense and therefore mitigate financial risk.

The expected terms for construction 
financing are as follows: 

Interest Rate: 225-250 bps over LIBOR
Loan-To-Value: 65% - 75%
Debt Service Coverage Ratio: 1.10 - 1.20
Debt Yield: 8% - 9%
Maturity Date: 48 months with two, one 
year options to extend 	

The expected terms for permanent financing 
are as follows: 

Interest Rate: 160 bps over 7 year UST
Loan-To-Value: 80%
Debt Service Coverage: 1.25
Term: 7 years

Amortization: 30 Years

B.	Risk Mitigation 
The FCGP team, including our financial, and 
general contractor partners, have uniquely 
deep experience in the uses proposed and 
the DC metro market.  Our knowledge, 
relationships and experience ensures our 
approach identifies and mitigates the 
inherent risks to development, including 
market, entitlement, cost, and financial risk.

•	 Market Risk – Our team is experienced 
in each product type proposed and our 
development plan thoughtfully diversifies 
product type to maximize absorption and 
create a sense of place in the initial phase 
to ensure optimum rents and sales prices.
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•	 Entitlement Risk – Our land plan was 
developed in accordance with the City’s 
goals for the Site.  Our team is unrivaled 
in its approach to community engagement 
in the approvals process and in the 
success achieved.  We will bring that same 
community-oriented outreach to meet the 
stakeholder’s goals for the project.

•	 Cost Risk – Through our experience 
in each of the product types we have 
an understanding of land development 
and construction costs.  In fact, EYA 
serves as general contractor for its land 
development and most of its vertical 
construction.  In addition, our team 
members are currently engaged with 
our General Contractor partners.  We 
intend to work side by side with them 
in a Design-Assist relationship to make 
sure construction budgets remain within 
underwriting assumptions.

•	 Financial Risk – As noted earlier, each 
of the partners is extraordinarily well 
capitalized with strong equity and lender 
relationships.  The partners are long-term 
investors and are not bound to short-term 
metrics.

C.	Use of Public Funds and Subsidies 
Proper usage of public funds and subsidies 
centers on establishing guidelines and 
metrics for the use of “public” funds as part 
of the capital stack to support development 
projects and applying these metrics in a 
disciplined manner to the successful funding 
of projects.  It is critical that these funds 
are deployed strategically and through a 
controlled approach that ensures the funds 
are applied in the most appropriate manner 
to support and leverage projects that 
generate the best return for the investment. 
More specifically, any public funds or 
subsidies would be applied to the project in 
a manner that would assist in supporting a 
feasibility gap and would comply with the 
guidelines and best practices prepared to 
ensure prudent use of the public funds.  A 
brief summary of public policy best practices 
is summarized as follows:

1.	 Would this project happen (as desired) 
without public investment? (The “But For” 
test.) 

2.	 How much public investment is 
appropriate? (The corollary of the “But 
For” test.)

3.	 What specifically are the key public 
stakeholders receiving in return for the 
investment? 

4.	 What is the amount of private investment 
being made in the project (that is, will the 
public investment adequately leverage 
private investment)? 

5.	 Will there be sufficient surplus tax 
revenues, after the public investment, to 
cover costs of public services required for 
the project?

6.	 Is the proposed investment economically 
efficient (i.e., more tax revenues or 
benefits than the no-investment 
alternative)? 

7.	 What are the risks associated with the 
investment and have the risks been 
addressed? 

8.	 Will the public support the public 
investment?  What is necessary to build 
public support?

Both a quantitative and qualitative approach 
will be utilized for the evaluation and 
development of public investment programs 
for the project.  The quantitative analysis is 
required to evaluate the financial feasibility, 
funding gap, and fiscal capacity.  The 
qualitative analysis is required to ensure 
that the investment program presented and 
recommended for implementation meets the 
highest standards of public policy as outlined 
above.  These analyses along with the public 
policy best practices will be employed to 
determine the appropriate amount and use 
of the public funds and subsidies necessary 
for the project to proceed.

D.	Potential Revenue-Generating 
Ideas for the City 

The Project is anticipated to generate 
significant direct and indirect benefits to the 
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City. Fiscal impacts and employment impacts, 
direct and indirect, will create significant 
opportunities to the City beyond the land/
ground lease payments and future real 
property taxes.

In addition to the on-going land/ground 
lease payments and future real property 
taxes, the Project may be able to utilize the 
use of special assessments as an additional 
revenue source to leverage public funding 
necessary to support the feasibility gap. 
Special assessments can be levied both as 
a back-up to tax increment financing and as 
a standalone source of financing over and 
above the otherwise applicable tax revenues 
created by the Project. In Virginia, special 
assessments are commonly levied using 
a single purpose entity referred to as a 
community development authority or “CDA.”

A CDA often serves as a valuable tool to 
minimize risk to the City, to lower the cost of 
the financing, compared to a standalone TIF, 
and to ensure the developer stands behind its 
promises to the City. The special assessment 
levied with a CDA is a form of a minimum tax 
guarantee that ensures the developer will 
produce the taxes it promises, and these will 
be sufficient to repay the bonds issued by the 
CDA.  A CDA also allows bonds to be issued 
apart from the City, so that it is clear the City 
is not responsible for the repayment of the 
bonds. A CDA also allows the appointment of 
a board, which acts as an advisory board to 
the City Council and is focused specifically 
on the goals for which the CDA was created. 
When applied as a “backup assessment,” 
the minimum tax guarantee provides extra 
security to bondholders and typically can 
result in a lower interest rate compared to a 
TIF only security structure. 

Special assessments are also a beneficial 
means for creating additional revenues 
by the project when the revenues already 
created by the Project are not sufficient to 
successfully fund the feasibility gap. Special 
assessments are often able to be passed 
through mixed-use commercial development 
leases, creating minimal impacts to the 

Project while maximizing the ability of the 
Project to leverage financing among various 
parcels under potentially differing owners. A 
more thorough evaluation of the financing 
would be necessary to determine the 
appropriate amount of special assessments 
that could be levied on the property types. 
In some cases, for example with apartments, 
special assessments are not typically able to 
be passed through to the tenants.  However, 
it is possible that a successful means for 
structuring the special assessments can 
be evaluated and levied such that it able 
to generate sufficient additional capital 
necessary for the Project.

E.	 Impact on Financing Terms from 
Ground Lease vs. Fee Ownership

Ground leases present a subset of risks to 
lenders that are not found within typical 
fee simple structures. Construction and 
permanent loan terms and availability are 
typically adversely affected by the presence 
of a ground lease in lieu of a fee simple 
transaction. Although there are distinct 
benefits to a ground lease, a substantial 
amount of up-front legal work is required to 
mitigate lender concerns regarding leasehold 
interest in lieu of land collateralization. Some, 
but not all, concerns that lenders may face 
when providing financing developments with 
ground leases are as follows: 

•• The leasehold interest is subordinate to fee 
interest in the property;

•• Lender’s rights and remedies with respect 
to the collateral are limited by the terms of 
the ground lease;

•• Tenant’s default can cause the ground 
lease to terminate, causing the lender to 
lose its collateral; 

•• In the event of default and the lender 
forecloses on the collateral, the lender 
becomes the new owner of the ground 
lease, and subject to the terms therein.

CONFIDENTIAL - Not Releasable Under VFOIA




