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Executive Summary
City Of Yes

Solara Garden Residences is a Mixed-Use, Mixed-
Income project located in Sunnyside, in the western 
part of Queens. The development will take advantage 
of the City of Yes (COY) zoning code update to both 
maximize lot coverage ratio and minimize costs by 
eliminating parking requirements and having open 
shop labor wages during construction.

Credits

The lot is an environmental designated location (E-
272), requiring the project comply with noise & 
hazardous materials. Given this, the development 
team matched the long pre-development period 
expected by the environmental phase I & II studies, to 
apply for both Brownfield Tax Credits (BTC) and 
Low-Income Housing Tax Credits (LIHTC), to both 
support the project’s complex pre-development 
process in addition with a high land basis. In total, the 
project will receive financial support from these 
programs totaling $8.4 M, equal to 13% of total 
development costs.

Buildout

The total buildable will be 95,190 SF and the 
development will have a height of 115 FT. The 
project will have an L-Shape cascading design that 
maximizes the allowed height and building envelope. 
An efficiency ratio of 87% and a program mix of 99 
residential units across 71,760 SF, with 80% 
market rate & 20% permanently affordable 
housing at 50% AMI, integrates with 10,950 SF of 
commercial space on the 1st floor, maximizing the 
street front alongside Queens Blvd. 

Schedule

The project will have a 16-month pre-development 
schedule, which aligns with the expected timeline of 
the Environmental Phase 1 & II and the long and 
complex process of LIHTC funding. A 20-month 
construction and 12-month lease up periods follow 
with a Perm Loan expected at year 4 at a 6.25% 
interest rate. An exit is projected in year 5 at a 4.9% 
cap rate, 12 months after conversion.

Underwriting

The underwriting process projects a 5.4% overall 
vacancy rate, 5% across the residential units and 8% 
across commercial spaces, higher than market. We 
expect operating expenses of the residential program 
to be 40% of effective gross income inline with 
multifamily projects. 

The project will take out a $34.7 M construction 
loan at an 8.1% interest rate. The proposed sources 
& uses, combined with the development timeline, 
result in a 96% loan utilization rate. A permanent 
loan of $35.9 M, will take out the construction loan in 
Year 5 at a 6.25% interest rate

Partnership

The total development cost of the project $64.4 M, 
equivalent to 677 PSF. The project is looking for
$21.3 Mn of Equity, in a JV structure split of 90/10, 
The equity investor will have a preferred return of 
10% and the sponsor will have a 20% promote 
thereafter. There will be a second hurdle at 18% and 
a 30% promote thereafter to the sponsor. 

Returns

The expected internal rate of return and multiple on 
invested capital at the JV level is expected to be 
18.8% and 2x respectively . 
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Development Vision

Challenges ~ Land Basis

The site, although small in scale at 19,000 SF ~ .43 
acres, had two challenges that most of the time break 
a deal. The first, was the high price basis of the land. 
The previous buyer, bought the site in Dec. 2022 at 
$10.9 M, creating a floor on the purchase price and an 
anchored price expectation. 

E-Designation

The second, is that the site has an environmental 
designation (E-272) for noise and hazardous 
materials. This creates additional risk, both in terms 
of potential increased costs during the pre-
development period and timeline uncertainty.

Given these two challenges an analysis of how to 
structure the deal with the seller was of most 
importance to the deal’s success. 

Deal Structures ~ Land Pledge

The first analysis carried out during the group project, 
was for the seller to pledge the land for $8.75 M in 
return for an equity position at the deal level on an 
unlevered basis. This allowed the project to have a 
16.9% IRR at the JV level and a total price paid for 
the land of $12.9 M on the base case scenario, a 
1.18x multiple on the seller’s initial investment. 
Although a creative way to solve the high basis 
problem an alternative solution if the seller didn’t 
want to take development risk should be thought of.

Escrow

The alternative proposed structure is for the seller 
to get paid what he paid for the land ($10.9 Mn) but 

with two caveats. 

The sponsor assumes a maximum site work and 
environmental phase 1 & 2 studies of $1 M, 
everything above that is reduced from the land 
purchase price of $10.9 M. 

Secondly, the project assumes it will receive both 
Low-Income Housing Tax Credits and Brownfield 
Tax Credits for $5 M & $3.4 M respectively. These 
play an important part in making the project pencil 
and are a crucial part of the capital stack at 13% of 
total development cost. Thus, the money received by 
the seller will sit in escrow until the authorities 
approve the credits (approximately ~12 months).

No Tax Credit Scenarios

If no credits are received there are three options, the 
money is returned to the buyer and the buyer will 
lose some pursuit costs, the seller agrees to sell the 
land at $4.9 M or at $8.9 M paid in month 36, since 
without those credits the LP returns are 8.3%. In 
contrast, the returns for the proposed purchase prices 
of $4.9 M or $8.9 M in year 3, are both 15.9% to the 
LP. 

The preferred scenario highlighted in blue below, both 
for the seller and the buyer is that the project receives 
the tax credits. 

4



Concept & Proposed Program

Following with the City of Yes requirements, the 
proposed program aligns with the diversity and 
inclusion that the district and community uphold as 
a vital community asset. 

Affordable Component

The proposed unit mix includes 20 permanently 
affordable housing units, 10 1-bedroom and 10 2-
bedroom units. 20% (4 units) will be at 40% AMI, 
given that the total SF of affordable housing exceeds 
10,000 SF and 80% (16 units) at 52.5% AMI, with an 
income averaging of 50% AMI for the 20 units. 
This creates rents that are 50%-57% below market 
rents and support the development of affordable 
housing in the neighborhood, a key issue for the 
community board members and the community. 
The affordable units will be scattered among different 
floors, as required by COY. 

Market Rate Component

The project also has 79 market rate units, 20 
studios, 29 1-bedrooms and 30 2-bedrooms, all with 
open floor layouts and flexible living spaces. These 
unit mix aligns with the market demographics of the 
neighborhood of young professional and small 
families.  

Retail Component

On the commercial end, the development will have 4 
retail spaces and 1 community facility. The 
development will look for tenants that fit the 

commercial district needs assessment report. All 
commercial spaces front Queens Blvd, exposed to 
the highest foot traffic.

Amenities

The development will also provide key amenities in a 
rooftop gym, laundry and storage facilities on the 
ground floor. There will also be an urban farm with 
partner Queens Botanical Garden. The Urban Farm 
looks to complement and partner with Bliss Plaza on 
46th St. There will also be open green gardens above 
each setback that plays tribute to the Sunnyside 
Gardens Historic District. 
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Neighborhood History, Context & Ecosystem

Location

Sunnyside is surrounded by Woodside, Astoria, Long 
Island City and Maspeth. Once marshland it was 
converted into rural farms by French settlers in the 
1800s. By the 1900s, the incorporation of Queens
into NYC, the construction of Queensborough 
Bridge, Sunnyside Yards and the expansion of the 
rail line infrastructure, laid the groundwork for 
neighborhood expansion. 

Demographics

Gradually the neighborhood evolved into a bedroom 
community and became home to a large immigrant 
population mostly of Irish, German, Dutch and 
Eastern European descent. This diversity has 
continued with increasing number of Latinos and  
Asians, blending into the neighborhood and bringing 
in their own traditions and culture. Foreign born 
population currently stands at 53%, the second 
highest district and stands in comparison to 22% for 
NYC and 13% for the whole US.

Local Institutions

The family-friendly neighborhood boasts many 
community institutions, longstanding 
establishments, and active civic organizations that 
promote local collaboration. These include the 
Turkish Cultural Center, the Ecuadorian American 
Cultural Center and the Thalia Hispanic Theatre.  

Keeping it Queens ~Derisking Retail 
Component

In keeping in line with the development’s motto of 
“keep things Queens”, and given the rich cultural 
history and incredible diversity, Solara Garden will 
look out for retail tenants and partners that enhance 
and enrich this tradition. We will be looking to 
partner with the Queens Botanical Garden to 
manage and operate our Urban Farm concept. The 
tenant mix will have a Cantonese and Ecuadorian 
restaurants, a Turkish delight and an Irish pub, a Vet 
Clinic and a clothing store with 18 East Co. We will 
also look to partner with Queens Public Library, 
who will operate our English Learning Facility, 
given that 40% of the residents self-identify to 
having limited English proficiency, the 7th lowest 
out of 59 districts in the 5 boroughs. 

In summary, the neighborhood’s diverse retail, 
historic architecture, and residential offerings 
enhance its appeal. Its tight-knit, culturally diverse 
community makes Sunnyside a highly desirable 
place to live, work, and grow, offering strong 
potential for future development. 
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Physical Site, Connectivity & Stakeholders

Access to Midtown

Sunnyside offers easy access to major job centers in 
Manhattan, Maspeth, and Astoria via the 7 train, 
bus lines, and bike routes. The site is a 15-minute 
ride form the largest office base in the nation, in 
Midtown, making the site a well demanded location 
by young professionals and small families as the low 
vacancy rate of 1% per CoStar shows. 

Livability

The location also offers family-friendly livability.
The neighborhood is highly walkable, with a mix of 
residential, retail, schools, and supermarkets, 
along Queen Blvd, Greenpoint Ave, 47 Ave and 43 
Ave, supporting strong pedestrian activity. 

Attracting Foot Traffic

The project sits along an important commercial 
corridor at the intersection of 48th street and 
Queens Blvd, two blocks east of rail line # 7 stop at 
46th, where Bliss Plaza is located. Bliss Plaza, a 
public plaza, was created in 2014 by NYC DOT 
through their Neighborhood Plaza Program, where 

the plaza is visited daily 61% of the time by the 
community. The development’s Urban Farm in 
partnership with Queens Botanical Garden, looks 
to integrate with Bliss Plaza programming and other 
community events to activate and enhance the 
quality of the retail offering the development will 
have. 

Design Rationale

The site is located just two avenues south of the 
Sunnyside Garden historic district, one of the first 
planned communities in the US since 1924. The 
development wanted to “keep things Queens”, as 
this is an important aspect of the Community Board 
2 report, thus the project designed open gardens on 
each setback providing a sense of historical 
meaning and appreciation to the history of the 
neighborhood. 

Given that the project will sit across the rail line #7 
that turns and follows Roosevelt Avenue and 48th St, 
the building will have double pane windows to 
reduce the noise coming from the rail line. The 
design also retracts to the southeast, as it setbacks, 
giving it a sense of space from the rail line.
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Market Overview - Income & Employment 

Sunnyside ~ Demographics

Sunnyside presents a population of around 45,000.
There has been a 7% population decline since 2010
of about 5,000, not attributed to people leaving but to
smaller household size from 2.4 in 2010 to 2.2 in
2023. Median age has increased from 36 in 2010 to
39 in 2023, but still of a young age. Racial diversity
has remained steady over the last 15 years with
Hispanics being 36% in 2023 vs 37% in 2010,
Whites being 30% in 2023 vs 31% in 2010 and
Asians staying at 28% in both periods of time.

Family households are 55% and 45% are non-
family households. From these non-family
households, 80% are living alone and 20% are
seniors over 65.

Employment

Commuting to work has decreased from 20% to 15%
and public transportation has also decreased from
70% to 60%. Work from home increased 15% from
2% to 17%, while walking and other means
exhibited also growth to 8% from 5%.

65% are employed and 5% are unemployed. The
other 30% are not in the labor force.

Income

A healthy median household income of $81,000 in
2023 has increased from $72,000 in 2010 and the
mean of $105,000 has increased $20,000 since 2010.
8% of households are considered in poverty vs 9%
in 2010.

Housing stock

Total housing units has decreased from 22,785 in
2010 to 22,650 in 2023. Rental vacancy rate has
stayed steady at 2.8%, implying a constrained housing
supply given the low vacancy rate. 20 or more units
represent 55% and 72% have 3 or more rooms. 78%
are renters and 22% are homeowners. 60% of
housing units have no parking. 50% are paying
more than 30% for rent (are rent burdened), and
20% are paying more than 50% (severely rent
burdened.

Given the neighborhood profile, the development
will provide much needed housing of smaller units
and lower number of bedrooms, and the commercial
space will cater to the Asian and Latino populations
that are well represented. The design of the units was
greatly influenced from the increase in work from
home seen in the neighborhood profile.
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Submarket Analysis & Key Indicators  

Sunnyside Multi-family Overview

Most deliveries have been in Long Island City and 
Astoria, although there has been a healthy number of 
deliveries in Sunnyside as well providing a glimpse of 
strong absorption rates. Although there has been an 
increase in deliveries, the absorption rate has 
outpaced deliveries, making the vacancy rate stand 
at 1% at the end of 2024. 

Given the age of the housing stock where one third 
of the stock is from 1939 or earlier and only 15% is 
from 2010 onwards, there is a clear need and 
demand for newer construction, that fulfills the 
demands of this new generation and that has the 
amenities they are looking for.

Given the supply/demand imbalance, the effective 
rents are very close to market rents, and market 

rents have exhibited higher than average rental 
growth given the limited supply in the last decade. 
Effective rents stand at $3,876 or $4.79 psf, 
equivalent to $57.5 psf per year for class 4- and 5-star 
apartments. 

Future deliveries are nonexistent, only Long Island 
City is expecting 1,400 units in late 2027 and will be 
something to keep an eye on given the large number 
of units that could impact the market with higher 
vacancy. Although they are in a different location and 
cater to a different audience, it will be something to 
monitor and incorporate in the leasing strategy of 
Solara in 2028. 

Cap Rates for 4–5-star units have increased almost 
150 bps and have since stabilized at 4.9% since early 
2024.    
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Rent Comps multifamily & retail
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Rent Comps multifamily

For rent comps, three properties were chosen as 
shown above that were near the site and had similar 
amenities and unit mix. 

The yellow building is Vida 52 and is the closest 
comp, built in 2023. It is 87 units, 9 stories and has a 
gym, roof deck and parking. The green building, 
next to Vida was built in 2022 and is 40 units and 7 
stories, with no known amenities. The last comp is 
the pink one called the Orion, it is on 39th street and 
was built in 2024 and has 8 stories and 48 units. It 
also has a roof deck, a laundry room, a media room 
and parking.

The market rents at these properties are $5.59 psf fro
studios, $5.26 psf for 1-bedrooms and $5.36 for 2-
bedrooms. The proposed rent for Solara is 5.7% 
lower than the market rent observed at these 
properties.  

Rent Comps Retail 

For retail comps, a 1-mile radius was studied on 
Compstak and transactions were observed for the last 
4 years and including a 2016 observation from a 
space across from the site. In all there were 12 
transactions that had similar characteristics as the 
proposed retail for the project and have an average 
triple net rent of $75 psf. Lease term ranged from 5 
years to 15 years. The highlighted transactions in 
blue were selected, as they have a very similar 
tenant and space to the ones in Solara and their rents 
were selected for each of the spaces. 

In summary, Solara retail rents will average $68 psf
vs the observed $75 psf for the market, a 9% 
discount.       



Total ZFA: 95,190 ft 

Zoning District: C4-4A (R7A equivalent) with UAP 
applicability (R6-R10 medium-high density districts) 
which translates into COY guidelines (20% bonus 
FAR, increase height from 85ft to 115ft, 60% AMI 
min. with the UAP untis). 

E-272 designation: Due to noise and hazardous 
materials. This will create a longer pre-development 
period, which is currently underwritten. 

Parking: No parking requirements. Critical reason for 
choosing COY. 

Dwelling Unit Factor: 680ft. Required under COY. 
The project complies and has an average unit size of 
725ft. 

Additional constraints with COY that were 
considered:

 65% of floors must include affordable units 

 If more than 10,000 SF of Affordable housing, 
20% of that must be at 40% AMI band.

 485x eligibility (<150 total units & <100 units 
for additional construction costs advantages in 
having open shop)

 Affordable housing units at 60% AMI per COY 
(proposed 50% because of LIHTC 
requirement)

 Affordable units must have a unit mix 
proportional to market rate units OR at least 
50% shall have 2 or more bedrooms and no more 
than 25% shall be studios

 Under 485x, there is a 3-year tax exemption 
during construction and for the first 25 years of 
operations, the following 10 years are 20% tax 
exempt. 

 If total commercial area is more than 12% of 
ZFA, there will be reduced tax exemption 
benefits by the same  % above 12%.  

Zoning Deep Dive
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Site Plan & Street Plan View

Site Plan ~ Rooftop Gardens

The top plan view highlights a smart stepped design
that prioritizes outdoor amenities and premium 
views. The layout strategically incorporates 
gardens, balconies, and rooftop spaces on upper 
levels, enhancing tenant appeal and rental value.

Cascading Design

The tiered structure not only meets zoning 
requirements but also optimizes natural light and 
ventilation, creating a desirable urban living 
environment.  

Community Facility

An urban farm will be prioritized and planned in 
partnership with Queens Botanical Garden, which 
was founded in 2013 and operate a one-acre farm in 
eastern Queens. The concept will look to be open to 
the public and work hand in hand with partner 
Sunnyside Shines Business Improvement District 
(BID) and the Bliss Plaza programming to increase 
retail foot traffic to the area and enhance retail value 
and tenant stability. 

Urban Farm

Roof Gardens
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Setback Diagram & Exploded Axonometric

Zoning Compliance 

At the maximum setback height of 85 feet, there is a 
sides and front setback of 20 feet, in compliance with 
our R7-A zoning. 

These setbacks are carefully considered to align with 
local regulations while optimizing the site’s 
development potential within the allowable 
parameters. 

Materials Rationale

Exterior Materials are chosen with the idea of 
“keeping it Queens”, thus the following materials:

Dyed Steel – Adds a modern, durable, and distinctive 
aesthetic and lays in juxtaposition to the train tracks 
visual coherence. 

Glass – Double Pane glass, minimizes train noise and 
reduces energy consumption during the winter 
months. 

Brick – Provides warmth, texture, and a timeless 
urban neighborhood character. 

13,250 SF

12,187 SF

762 SF

9,510 SF

1,460 SF

6,180 SF

3,510 SF

2,310 SF



Ground Floor Plan

Ground Floor  ~ Amenities 8,335 SF

The residential lobby entrance will be on Queens 
Blvd and will lead to two elevators that operate 11 
floors and 99 units. Next to the elevators there will be 
a laundry and storage facility of 1,025 SF. These 
which will create income for the project of $50 dollars 
per unit/month only for the market rate units. 

The urban farm will have ~5,000 SF of space and 
will be operated and managed by the Queens 
Botanical Garden. In our underwriting we don’t 
include potential income from this amenity,, this could 
change in the future. 

Commercial Space ~ 9,400 SF

The five commercial spaces are strategically designed 
to maximize visibility, accessibility, and tenant 
diversity, creating a well-balanced retail mix. The 
strong Queens Blvd frontage and dual-street exposure 
ensure a high-demand leasing environment, making 
this development a prime opportunity for sustained 
commercial success. 

On the corner of 49th and Queens, there will be a Pet 
Clinic operated by Veterinary Care Group. This 

location will enhance their coverage of Queens and 
complement their locations in Astoria and central 
Queens.

Next to the lobby to the west on Queens Blvd, there 
will be an Irish pub and Turkish delicatessen, 
catering to the large populations present in the 
neighborhood. The development will partner with 
Sissy McGinty’s pub and Turkiyem Market, both 
with presence in Queens

The development will look to partner with a clothing 
brand for space #3, 18 East. For the last space, the 
development will look to have two restaurants with 
convenient access to the Urban Farm fresh’s 
products in a Cantonese and Ecuadorian 
Restaurants. 

Community Facility ~English Learning ~ 
1,550 SF

For our last space and next to the pet clinic, we want 
to partner with Queen Public Library, to operate an 
English Learning Facility, given the high need of 
English proficiency in the neighborhood.
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Floor Plan Below Setback (Fl 2-5)

Floors 2-5

Floors 2 through 5 follow a typical residential layout 
with a balanced mix of unit types. The design 
efficiently maximizes residential density while 
incorporating affordable housing options, catering to 
a range of tenants and ensuring compliance with 
housing incentives. 

The unit mix reflects a deliberate strategy to 
prioritize smaller, more affordable living spaces, 
directly targeting young professionals, singles, and 
small families who dominate the Sunnyside rental 
market. 

Affordable Units

The second floor has 7 1-bedroom and 1 2-bedroom 
units. This will help the development have as many
number of units on the lower floor, which has the
lowest rent, but also spread the other 12 units evenly

accross the other floors to comply with COY in having
at least 65% of the floors having affordable units. 
Floors 3 and 4 have 2 1-bedrrom and 3 2-bedroom 
units each and floor 5 has 2 2-bedroom unit, for a 
total of 17 affordable units below the setback. Their
was also an intention to have the majority of the
affordable units face the rail line, as these will have
the greatest difficulty in leasing, given the noise
coming from it.  

Market Rate Units

The second floor has 4 studio, 4 1-bedroom and 3 2-
bedroom units. Floors 3 and 4 have 6 studios and 6 2-
bedroom units each. Floor 5 has 3 studios, 1- 1 
bedroom and 9 2-bedroom units. 24 of the 30 2-
bedroom units are below the setback, given the
floorplate is bigger and they fit easier. 
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Floor Plan Above Setback (Fl 6-10)

Floors 6-10

Continuing with the floors above the setback, the 
standout features are the 8,374 SF open terrace 
scattered across these floors and offering rooftop 
private and public gardens, BBQ areas, and 
lounging spaces. This design targets tenants seeking 
premium amenities, with outdoor spaces that 
encourage social interaction and wellness. The 
terrace adds significant value, supporting higher 
rents and tenant retention.

Each floorplate varies given that each floor setbacks 
following the cascading design and zoning 
compliance. 

Affordable Units

There will be just a few affordable units above the 
setback. 1 1-bedrooms and 1 2- bedroom unit on the 

6th floor and 1 1-bedroom unit on the 7th floor.  

Market Rate Units

The 6th Floor will have a studio, 8 1-bedroom and 2 
2-bedroom, while the 7th floor will have 7 1-
bedroom and 1 2-bedroom units. Floor 8 will have 3 
1-bedroom and 1 2-bedroom units, floor 9 will have 
2 1-bedroom and 1 2-bedroom units and floor 10 
will have 1 1-bedroom and 1 2-bedroom units.

Floor 11

On the last floor we prioritized a roof top gym, to 
take advantage of the views and standout across the 
competitive set of 5-star buildings that are in the area. 

16
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Market-Rate Design & Sustainability Features

Efficient Layouts

Each unit balances functionality and comfort 

Optimized Space

Open floor plans and smart storage maximize 
livability and prioritize work from home (WFH).

Target Audience

Studios suit singles, 1-beds fit professionals, and 2-
beds work for small families. 

Design Consistency

Common elements like centralized kitchens and 
well-placed bathrooms enhance usability.

17

Sustainability Design Features ~building 
materials

Working hand in hand with the design team, the 
development will look to incorporate as many 
building materials as possible that have low 
embodied carbon as well as have a minimum 
impact on the development cost. Materials like 
recycled steel, reclaimed wood & hempcrete will be 
studied for sustainability impact and value 
engineering. 

Energy Efficient Design

Low-emission glass and double pane windows will 
reduce heat gain and loss and will contribute to 

energy efficiency. The green roofs and open 
gardens will provide insulation, reduce heat 
transfer and enhance aesthetics. 

The development will rely on passive solar design 
principles to optimize the building’s orientation and 
maximize natural light. The development will also 
incorporate energy-efficient HVAC systems. 

Water-saving features

Using low-flow toilets, showerheads and faucets 
will help conserve water resources. There will be a 
rainwater and greywater harvesting systems that 
will be utilized in the roof gardens and urban farm



Development Budget & TDC

Total Development Budget

The total development budget for Solara Garden 
Residences is $64.4 M, equal to 676 psf. A sensitivity 
analysis on different range of hard costs was run, 
giving a range in TDC of $600-$750 psf.

Important Line items

Hard costs are the biggest line item and account for 
60% of TDC, followed by the land price at 17% of 
TDC, given the high basis of $574 psf. The site prep 
costs of $1.2 M, are high given the environmental 
phase I & II studies, cleanup and consulting fees. 
Another important line item are the capitalized 
interest, which has a 10% buffer, that the lender will 
underwrite for. Legal and permits & fees are also 

high given the complexity of applying to LIHTC and 
BTC

Sensitivity Analysis

A sensitivity analysis on return metrics at the JV 
level were ran for both hard cost and operating 
expenses. On a base case scenario, the LP gets an 
19% IRR and 2.1x multiple. On the low- and high-
end scenarios, the LP investor gets an 13% and 24% 
IRR and 1.6x and 2.5x multiple respectively. This 
shows there are potential upsides and a covered 
downside for the investor. 

The development budget is also used to calculate the 
LIHTC credits. The eligible basis for the tax credits 
amount to $10.6 M.
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Operating Proforma & Key Metrics

Proforma ~ Key Assumptions

Gross potential rent stands at close to $5 M. The 
breakdown comes form 20 affordable units 
generating yearly revenue at 50% AMI equal to 
$28.5 psf/year. The other 79 units, which are market 
rate, generate yearly revenue of $61 psf/year, 5.7% 
below market comps of $64.8. Given the lender 
underwriting requirements, the residential 
component projects a 5% vacancy rate, 5 times 
market vacancy and has a market cap rate of 
4.9% per Costar. 

Retail 

On the retail side, the project will generate $750K a 
year triple net, at $69 psf/year on average ranging 
from $47 psf in the clothing store to $95 psf in the 
vet clinic. This is below the average market rent of 
$75 psf/year, an 8% discount. The retail was 
modeled with 8% vacancy, almost double CoStar’s 
number and a cap rate of 5.6% per Costar. 

The rental rate and expenses are trended at 2% a 
year and the total operating expenses don’t include 
the real estate taxes given the project benefits from 
the 485-x tax abatement program. That results in a 
net operating income (NOI) of $3.3M in year 1. 



Capital Stack: Const. Loan, Equity & Perm
Construction Loan Sizing

Given the NOI of $3.3 M and Cap Rate of 4.9% 
previously discussed in our proforma, we seize the 
construction loan at 65% loan to cost (LTC) & loan 
to value (LTV) and get a $34.7 M loan at 8.1% 
interest rate. This interest rate has a spread and 
cushion of 375 bps over 1-month SOFR of 4.33%.

Construction Loan Draw

During construction, the project will utilize 96% of 
the approved loan amount and have $3.4 Mn in 
capitalized interest costs.

Sources ~Equity & Credits

The construction loan will be 54% of the sources and 
given the LIHTC and BTC sources of $5 M and 
$3.4 M respectively, the project will require $21.3 M 
of equity, equal to 33% of the total sources. Of that 
equity, we are in deep talks with limited partner 

investors for  90% of that, that are interested in taking 
a position. A minimum position of $2 M will be 
allowed, given flexibility to look for funding from the 
high net-worth individuals (HNWIs) space, the 
small and mid size family offices space and the 
small & medium sized private equity fund space.   

Perm Loan Sizing

The project also sized a permanent loan in month 
49, 12 months after project completion, using loan to 
value (LTV) at 65%, debt yield (DY) at 9.5% and a 
debt service coverage ratio (DSCR) of 1.25. 

The loan amount was debt yield constraint and after 
origination fee, mortgage recording tax and capital 
markets broker fees, the project will receive net 
proceeds for $35.9 M.
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Capital Stack Cont.: LIHTC & BTC
Low-Income Housing Tax Credits ~ LIHTC

The project takes advantage of two sources of 
equity. The low-income housing tax credits 
LIHTC, which for this project get a boost of 30%
given the site is in a qualified census tract. 

A credit price of 0.91 cents of every dollar are 
applied to the 10-year credits to arrive to net 
proceeds of $5 M in tax credits. 

The equity pay in schedule is projected at 10% at 
closing, 30% at completion and 59% with the 
perm loan. 1% is left when the 8609s forms are 
filed.  

Brownfield Tax Credits ~BTC

The second source of equity are the brownfield tax 
credits, which given the environmental designation 
of the site, the Department of Environmental 
Conservation provides in their Brownfield Cleanup 
Program. This credit will amount to $3.4 M and will 
all go into the project at conversion, providing 
another cushion to take out the construction loan or 
as an earlier cash-out to the LP.

Both sources amount to 13% of the uses and go 
along way in making the project financially feasible. 
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Partnership structure GP/LP

The partnership structure for Solara Garden 
Residences is a 90/10 equity split, with 90% of the 
equity provided by limited partners and 10% of the 
equity by the sponsor, Solara LLC. The sponsor is 
looking for minimum LP commitments of $2 M, this 
widens the LP universe to Family Office, HNWIs 
and Private Equity Firms.

The investors will have a preferred return of 10%. 
Above that the sponsor will get a 20% promote. 
There will be a second hurdle at 18%, in which the 
sponsor will have a 30% promote thereafter, paying 
the sponsor a fair compensation if the project 
delivers good financial returns. 

JV Structure

The JV structure will follow tax efficient guidelines, 
and the owner of the property will be SGR LLC a 
non-profit for reasons due to the project having an 
affordable component. The JV SGR LLC will own 
100% of the non-profit and the JV will have class A 
shares and Class B shares, with clear instructions of 
the above structure for class A shares.

Waterfall & GP Fees

The waterfall follows the proposed partnership 
structure, which will be written in the limited 
partnership agreement (LPA) signed between the 
general partner (GP) and the limited partner (LP). The 
general partner will have a 0.5% acquisition fee and 
0.5% disposition fee, as well as a 0.5% asset 
management fee and 0,25% refinancing fee. The JV 
will require 25k of costs per year for operation. 
These fees and the preferred return and promote 
structure can be seen in the below waterfall. 

In summary, the LP will have in our base case 
scenario, an 18.8% IRR and 2.0x equity multiple. 

Partnership Structure & JV Level Waterfall
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Identifying 3 risks ~ Deal Structure

As previously touched upon, the sponsor identified 
the biggest risk as being the high land basis and has 
clearly structured a detailed proposal with the seller to 
reduce this risk to zero with the complex but thought-
out business plan that takes care off all the possible 
scenarios. The seller has agreed with all these 
scenarios and has entrusted the sponsor to execute 
on the business plan as is presented on page 5.  

Potential impact on Hard Costs with Tariffs

The economic uncertainty that the tariffs  have 
created on the economy and on businesses can’t be 
overstated. We have adjusted our development 
budget to conservatively price hard costs on an 
already higher budget and have sensitize the project 
returns on potential hard cost increases. We have an 
advantage that labor costs during construction will 
be cheaper given that the project can hire and pay 
open shop wages, which generally have a 15% lower 
total development cost impact, but material in 
construction can’t be controlled. For the first $25 
psf in hard cost increases, the IRR to the LP is 
negatively impacted and a 17% vs an 18.8% is 
projected. In the case the project has a $50 psf
increase, a 15% increase in costs, the IRR to the LP 
will still be an attractive 15%.  

Cap rate and exit year uncertainty

On every real estate project there is cap rate 
uncertainty, given the correlation to interest rates. 
Given that we are in a high-interest rate 
environment compared to the previous 15 years, we 
don’t see interest rates going much higher than what 
they are today and thus think cap rates should be 
stabilize by now and potentially go down from where 
they are today. We sensitize cap rates and interest 
rates and as can be seen on the low case scenario; the 
project still delivers 15% IRR to the LPs with a 
50bps movement higher in cap rats and there is 
potential upside to get to 22% IRRs if cap rates 
compress in the future.  

An analysis on exit timeline on a deal level was also 
carried out, as there is always uncertainty if the 
capital markets will be open at the time one wants to 
sell the assets, and one needs to be willing to be 
patient if there is a need to be.  A delay in exit 
negatively impacts IRR, but a longer hold implies a 
higher exit multiple, if that is prioritized. 

23

Sensitivity Analysis & Risk Mitigants



Exit & Alternative Exit Strategy
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Exit Strategy

Provided the majority of the historical transactions 
in the neighborhood have been on a private and 
user level (~95%) and most have been under 20 
units, there is a level of uncertainty if there is 
appetite for these type of assets on the institutional 
and private equity level. We believe, that without 
question, there is appetite, it’s just that there hasn’t 
been many developments of this magnitude until the 
past 7 years and one can see there starting to be 
activity, as was the case in 2024, an asset was sold 
for $51.9 M at a 4.9% cap rate.    

Alternative Exit Strategy

Given that in year 4, the project will receive most of 
the tax credits and the construction loan will be paid 
off, 1.5 M could be repaid back to investors. 

The project will have a cash-on-cash return profile 
of 4% in year 4 and increasing every year given the 
amortized loan and increase NOI. 

This leaves flexibility for the project to wait for the 
capital markets to open or be in a better place to 
look for an exit. 
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Conclusion & Project Partners
Investment Objectives

Solara Garden Residences fills a gap in providing 
affordable housing that wasn’t being filled by 
current developers, while also bringing a well 
thought out program and amenities that not only 
meets tenant demand but is coherent with the user 
profile that lives in the neighborhood. The project 
also fulfills both the seller’s expectation of a high 
basis for the land but also delivers a return that’s is 
highly attractive to investors.  

Unique Elements

Unique elements of the project will be the different 
project partners that it will attract, in long time 
community stakeholders like the Queens Botanical 
Garden and the Queens Public Library, as well as 
working hand in hand with Sunnyside Shines BID 
to make the Urban Farm a success, not only for the 
project but also to the community. The success of the 
project’s retail component is tied to the success of 
this partnership, as the increased foot traffic will 
enhance the retail in the development in the long 
term. 

The project has a unique deal structure with the 
seller, and the money will sit in escrow until the 
application for LIHTC and BTC funding is 
successful. This funding helps fill the gap because of 

the high land basis but also makes the project 
financially feasible to the investors by reducing the 
amount of equity and having equity pay-ins that 
complement the project needs

Partners and Partnership Structure

The project looks to partner with limited partner 
investors, with a minimum commitment of $2 M 
per investor. A ticket size that expands the 
universe of investors from HNWIs, to small and 
medium family offices to small and medium 
private equity firms. The project will look to attract 
$19.3 M in equity for a base case return profile of 
18.8% IRR and 2x of equity multiple. 

These investors will have a preferred return of 
10% and will have a highly incentivized sponsor, 
as the sponsor will look to invest 10% of the equity 
required. 

Target Delivery

The project will be completed by mid 20208 and will 
start giving out first distributions in 2029. We 
expect by mid 2030, 5 years into the project, to sell 
the asset, and return the equity and profit to the 
investors.    

Project Partners
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