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B A C K G R O U N D
Section 4.B “Affordability Requirements” of 
EOHLC’s Compliance Guidelines for Multi-Family 
Zoning Districts has set limitations related to 
affordability requirements to ensure consistency 
with the state’s law for as-of-right zoning. 

Specifically, municipalities must require no more 
than 10% of units in a project to be affordable 
units, and the cap on income of families or 
individuals who are eligible to occupy those units 
at no less than 80% of Area Median income. 

Exception to this guidance is permitted for 
affordability requirements between 10% and 20% 
of affordable units if it is supported by an 
Economic Feasibility Analysis.
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RKG’s economic feasibility model uses locally-sourced data to determine how changes to inclusionary zoning 
could impact the financial performance of a potential project. At its most basic level, the model is designed to 
capture construction and operational costs and compare those to potential revenues to determine if the project 
will meet or exceed local return expectations.

The model has the capability to test variations across nearly all data points to test the sensitivity of dozens of 
variables on financial feasibility. This includes variability in construction costs, land costs, operational costs, 
development type and size, location within the community, and more. The model is also set up to test changes in 
affordability metrics such as the percentage of affordable units, target AMIs, unit thresholds, and more.

While the model is a powerful tool to understand the impacts of changes to inclusionary zoning and the 
sensitivity of modifying assumptions, it is not intended to be the only analytic or encapsulate the exact specifics 
of a deal.

THE ECONOMIC FEASIBILITY MODEL IS A PROFORMA-BASED EXCEL MODEL THAT IS DESIGNED TO TEST THE 
FINANCIAL IMPACT OF POTENTIAL POLICY CHANGES AGAINST THE FINANCIAL RISK/REWARD OF A 
POTENTIAL INVESTMENT.
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The economic feasibility modeling is based upon three principal components: construction costs, 
operational revenues, and operational costs. Each component relies upon several market-based 
and financial inputs for the model to be effective. The primary inputs for which local data was derived 
include, but is not limited to:

Construction Costs
Soft costs – design and preparation
Hard costs – materials and construction
Land costs – physical location

Operation Costs
Financing costs – debt and equity to pay for the project
Marketing, management, repairs, property taxes

Operational Revenues
Rental rates and sale prices
Parking revenue
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To conduct an economic feasibility analysis for the proposed zoning, RKG must make several 
qualifications and assumptions to create a series of archetypal development projects that would 
trigger the affordability requirement based on the zoning. It should be noted that these development 
scenarios do not include any site-specific information, agreed-upon purchase prices, site plans or 
building designs. More specifically:

• There are no architectural plans or building specific plans/estimates.

• The model assumes the parcel is easily developable meaning hard cost estimates for new construction do not 
assume added costs such as major site improvements, blasting, demolition, or infrastructure costs.

• Land costs are derived from residual land values, assessment data and market comparable as this model is not 
an actual site-specific land acquisition pro forma.

• Construction hard costs and assumptions are based on an average within the market and are derived from 
interviews with developers and contractors as well as data RSMeans.

• Interest rates and financial assumptions are based on the point of time of the analysis. Evolving 
macroeconomic conditions can alter the financing of projects such as a slow down in rent growth, higher costs 
of capital, and changing cap rates.
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Construction Costs Input Source

Land Acquisition (per unit) $60,000
Assessment Data; 

CoStar
Total Land Costs Variable Assessment Data

Soft Costs (percentage of hard costs) 20% Local Developers
Hard Costs (per SQFT)

Residential - RS Means
Commercial Stick Built $283 RS Means/Developers
Commercial Podium - RS Means/Developers
Commercial Steel - RS Means
Parking Assumptions

Parking Ratio (district dependent) 1.25 Town of Westwood
Parking Cost by Type

Surface (per space) $8,000 Recent Projects
Structured (per space) - Local Developers
Underground (per space) - Local Developers

Operations & Expenses Input Source
VACL (percentage) 5% Moody’s Analytics
Operating Expense (% of EGI) 23% Local Developers
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Revenue Sources Input Source
Rents by Bed Count (per SQFT)*

Studio/Efficiency $2.28 CoStar/Market Comps
One Bedroom $3.78 CoStar/Market Comps
Two Bedroom $3.19 CoStar/Market Comps
Three Bedroom $2.93 CoStar/Market Comps

Sale Value (per SQFT)
Other Income

Parking Revenue (surface)
(per month per space) $100 Recent Developments

On-Site Laundry (per month) N/A N/A
Other (please list) N/A N/A

Financial Input Source
Lending Rate (Percentage) 7.0%

Local Developers / CoStar

Lending Term (Years) 30
Debt Equity Ratio 70/30
Cap Rate 5.2%
Return Expectations

Internal Rate of Return (IRR) 15%
Return on Cost (ROC) 6.5%
Cash on Cash (CoC) 5.5%



FINANCIAL ANALYSES

The model measures three financial outcomes using 
three different metrics; Cash on Cash (COC), Return 
on Cost (ROC), Internal Rate of Return (IRR). Each 
measure represents a decision point for those 
involved in the transactions that make residential 
development financially feasible:

 COC – Investors/Developers
 ROC – Investors/Developers
 IRR – Developers/Operators

PROJECT EXAMPLES

To test the financial implications of different 
project types in the districts, the model was 
constructed with data local to Westwood and its 
submarket and scenarios were generated using 
a range of project sizes that matched what the 
MBTA Compliance Model projected for the 
district. 

To highlight these differences, this report 
provides examples of how different 
development and district assumptions can 
impact economic feasibility.
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M O D E L  O U T P U T S

THE CORE FUNCTION OF THE ECONOMIC FEASIBILITY MODEL IS TO UNDERSTAND HOW CHANGES IN 
POLICY AND PROJECT TYPE IMPACT FINANCIAL RETURNS COMPARED TO MARKET EXPECATATIONS.
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Source: Redfin Housing Market Data

In November 2024, the national average for a 
30-year fixed rate mortgage is 6.96%. The 
stabilization of rates from their recent highs 
have driven recent demand for housing and 
increased home purchase volume.

Like many suburban markets in the Boston 
Metro, tight inventories have contributed to 
these high sales prices. For Westwood, median 
sales prices have continued to far outpace the 
Metro average.

Rising home prices positively correlate with 
rents meaning that as home prices have grown, 
so too have rents in Westwood and the Boston 
metro, a trend that has persisted since 2021. 

In the recent quarters of 2024, higher vacancy 
rates across the market have been enough to 
slow year-over-year rent growth from recent 
double-digit growth in 2022. Despite this 
seeming slowdown, rent growth in the Boston 
Metro still exceeds the national average.
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Source: CoStar, Oxford Economics

Within the Boston Metro market, 
Westwood lies in the Route 1 South 
submarket. Comparing the submarket 
asking rents to the Boston Metro, rents 
track below the metro average but growth 
in asking rents have kept pace with the 
broader market particularly in recent 
years. 

Similar to home prices, rent growth in the 
submarket accelerated in 2021 and 
remains stable at record highs. Recent 
economic forecasts further support that 
future rent growth is expected to remain 
stable at these higher asking rents 
throughout the market.
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Source: CoStar, Oxford Economics

The vacancy rate in the 93 North multifamily 
submarket is 3.2% which is 1.1% lower than it was 
this time last year. Over this period there have 
been 270 units of positive absorption, and 200 net 
deliveries suggesting continued demand for 
multifamily in the submarket.

The 93 North submarket has added approximately 
900 units over the last three years. Over this same 
period, rents have increased 16.4% compared to 
the Boston metro average of 12.9%.

Despite the recent slow down in multifamily 
production and uncertainty around interest rates, 
CoStar has a number of projects slated for delivery 
over the next year across the 93 North submarket.
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Source: HUD Office of Policy Development & Research, 2024

Westwood falls within the Boston-Cambridge-Quincy, MA HUD Metro FMR Area. The following affordable 
rents are derived from 50% of AMI levels for 1-person to 5-person households. This economic feasibility 
analysis for Westwood tests the viability of an affordable requirement of 15% of units at 80% of AMI for 
projects of eight (8) or more units. 

Maximum Affordable Rents by AMI (all utilities included in rent)

Unit Type 30% 40% 50% 60% 70% 80% 90% 100% 110% 120% 130% 140% 150%

Efficiency $757 $1,018 $1,278 $1,539 $1,799 $2,060 $2,320 $2,581 $2,841 $3,102 $3,362 $3,623 $3,883

1BR $805 $1,084 $1,363 $1,642 $1,921 $2,201 $2,480 $2,759 $3,038 $3,317 $3,596 $3,876 $4,155

2BR $908 $1,225 $1,541 $1,858 $2,174 $2,491 $2,807 $3,124 $3,440 $3,757 $4,073 $4,390 $4,706

3BR $1,010 $1,364 $1,717 $2,071 $2,425 $2,778 $3,132 $3,486 $3,839 $4,193 $4,547 $4,900 $5,254

4BR $1,099 $1,486 $1,873 $2,260 $2,647 $3,035 $3,422 $3,809 $4,196 $4,583 $4,970 $5,358 $5,745
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The economic feasibility analysis conducted by RKG provides key 
insights regarding the relative impact on economic feasibility 
resulting from the change in inclusionary zoning requirements. 

To that end, RKG modeled multiple prototypical development 
scenarios by calibrating the model with market-based 
assumptions and tested the findings against real world examples. 

The financial model calculates the basic go/ no-go decision a 
developer must make about a potential project. The decision to 
pursue a project comes down to overall financial return and risk 
exposure.

The model tests Internal Rate of Return (IRR), Cash on Cash (COC), 
and Return on Cost (ROC) metrics. This analysis focuses on the IRR 
and ROC metrics, as IRR can vary based on the specifics of the 
deal (current market expectation sits at 15% preferred, 12% 
minimum), the ROC gives a clearer sense of the return on 
investment (current market expectation targets 6% - 7%).

The market scenario analysis provides an assessment of how a 
project would perform financially based on market averages for 
acquisition, construction, operation, and reversion. 

The analysis presents the performance of projects when using 
the proposed set aside rate of 15% for projects eight (8) dwelling 
units or more at the proposed Area Median Income (AMI) target 
of 80% of AMI.

RKG tested the development feasibility across several scenarios 
testing project size (number of units), construction typology, and 
across the districts the town is considering for MBTA 3A 
compliance:

• MUMFROD 1 Subdistrict

• MUMFROD 2 Subdistrict

• MUMFROD 3 Subdistrict

The following pages detail the results of multiple development 
scenarios for the district to demonstrate the sensitivity and 
overall level of economic feasibility.
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Results Overview
 Based on the results for Westwood across project scenarios, market rate asking rents are strong enough to support projects with a 

15% set aside at 80% of AMI for projects built using wood frame construction with surface parking, which meets the requirements 
for the proposed MBTA districts.

 Across the three proposed districts, assumptions for submarket rents and wood frame construction costs resulted in projects that 
fell below market expectations although not in the realm that a developer would not undertake the project. Very minor changes in 
construction costs or rent assumptions would bring the project to meet or exceed market expectations for IRR and ROC measures.

 The Route 1 South multifamily market continues to see tight vacancy despite slower take up of new developments across other 
submarkets in the Boston metro region meaning demand for units remains strong. Recent Costar research reports that multifamily 
rents continue to grow at a steady rate despite unit openings outpacing absorption which is contrary to national trends.

 Despite these macroeconomic trends, demand for multifamily remains strong and there continues to be new construction in the 
pipeline. Given these trends and potential further interest rate cuts in the future, rents are likely to remain strong in the submarket 
which would continue to support development including those with the aforementioned affordability levels.
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Source: Town of Westwood, RKG Associates

The figure provides the summary zoning inputs from the MBTA Compliance Model.  Based on these inputs, development 
scenarios performed in the EFA will meet the following requirements: 3 - 4.5 stories (wood frame construction), and a 
parking ratio of 1.25 per dwelling unit. Based on the town’s MBTA zoning proposal, developments involving the creation of 
eight (8) or more dwelling units are subject to the inclusionary housing requirements.



E F A  M O D E L  R E S U L T  –  1 5 %  S E T  A S I D E  A T  8 0 %  O F  A M I
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Source: Town of Westwood, RKG Associates

RKG’s economic feasibility model uses locally-sourced and market level data to 
determine how zoning requirements impact the financial performance of a potential 
project. The model is designed to capture construction and operation costs and 
compare those to potential revenues to determine if the project assumptions will 
meet or exceed local return expectations, which is analogous with economic 
feasibility.

The scenarios modeled capture unit scenarios, parking spaces per dwelling unit and 
building height requirements for the proposed MBTA districts the town is considering 
for MBTA 3A compliance

The range in unit sizes is intended to encompass the range of results from the 
compliance model’s final lot multi-family unit capacity as well as the minimum 
scenario that triggers the affordability requirement. 

Based on RKG’s pro forma models for the districts, projects with a 15% set aside at 
80% are economically feasible although the return numbers do fall below market 
expectations. Sensitivity testing revealed that a very minor change resulting in lower 
construction costs or slight increases in per square foot rents would create ROC and 
IRR figures in the market range. Across all project sizes, rents and wood frame 
construction result in return on cost measures (ROC) and internal rates of return (IRR) 
that fall within market expectation. 

For the smaller unit sizes, returns fluctuate slightly based on the rounding of the 
affordable units. As projects scale, IRRs and Return on Cost trends stabilize benefiting 
from economics of scale and wood frame construction supported by strong rents.

MUMFROD 1 Subdistrict

Unit Counts IRR COC ROC
8 13.90% 3.29% 6.58%

25 13.39% 2.92% 6.46%
50 13.29% 2.84% 6.44%

100 13.58% 3.06% 6.51%
150 13.48% 2.99% 6.48%

MUMFROD 2 Subdistrict

MUMFROD 3 Subdistrict

Below market expectation

Not economically feasible

Unit Counts IRR COC ROC
8 13.90% 3.29% 6.58%

25 13.39% 2.92% 6.46%
50 13.29% 2.84% 6.44%

100 13.58% 3.06% 6.51%
150 13.48% 2.99% 6.48%

Unit Counts IRR COC ROC
8 13.90% 3.29% 6.58%

25 13.39% 2.92% 6.46%
50 13.29% 2.84% 6.44%

100 13.58% 3.06% 6.51%
150 13.48% 2.99% 6.48%
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8 units – stick construction – surface parking – 15% set aside – MUMFROD1

25 units – stick construction – surface parking – 15% set aside – MUMFROD1

P R O F O R M A  S C E N A R I O S  1 0 - Y E A R  P R O F O R M A

Source: Town of Westwood, RKG Associates
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50 units – stick construction – surface parking – 15% set aside – MUMFROD1

100 units – stick construction – surface parking – 15% set aside – MUMFROD1

P R O F O R M A  S C E N A R I O S  1 0 - Y E A R  P R O F O R M A

Source: Town of Westwood, RKG Associates
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150 units – stick construction – surface parking – 15% set aside – MUMFROD1

P R O F O R M A  S C E N A R I O S  1 0 - Y E A R  P R O F O R M A

Source: Town of Westwood, RKG Associates
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8 units – stick construction – surface parking – 15% set aside – MUMFROD2

25 units – stick construction – surface parking – 15% set aside – MUMFROD2

P R O F O R M A  S C E N A R I O S  1 0 - Y E A R  P R O F O R M A

Source: Town of Westwood, RKG Associates
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50 units – stick construction – surface parking – 15% set aside – MUMFROD2

100 units – stick construction – surface parking – 15% set aside – MUMFROD2

P R O F O R M A  S C E N A R I O S  1 0 - Y E A R  P R O F O R M A

Source: Town of Westwood, RKG Associates
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150 units – stick construction – surface parking – 15% set aside – MUMFROD2

P R O F O R M A  S C E N A R I O S  1 0 - Y E A R  P R O F O R M A

Source: Town of Westwood, RKG Associates
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8 units – stick construction – surface parking – 15% set aside – MUMFROD3

25 units – stick construction – surface parking – 15% set aside – MUMFROD3

P R O F O R M A  S C E N A R I O S  1 0 - Y E A R  P R O F O R M A

Source: Town of Westwood, RKG Associates
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50 units – stick construction – surface parking – 15% set aside – MUMFROD3

100 units – stick construction – surface parking – 15% set aside – MUMFROD3

P R O F O R M A  S C E N A R I O S  1 0 - Y E A R  P R O F O R M A

Source: Town of Westwood, RKG Associates
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150 units – stick construction – surface parking – 15% set aside – MUMFROD3

P R O F O R M A  S C E N A R I O S  1 0 - Y E A R  P R O F O R M A

Source: Town of Westwood, RKG Associates
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