Market Research

[Insert Introductory paragraph stating that in order to better tailor our efforts in coming up with a use for the building, we met with community leaders as well as some of the potential users of a rehabilitated church to gauge their [interest]. Based on this market research, potential uses are: expansion of senior center, etc. etc.]] 

Senior Center Expansion:

Currently, the Essex/Willsboro Senior Center and Nutrition Site is the only occupant and user of space in the Methodist Episcopal Church. The senior center rents the basement of the building pursuant to a renewable annual lease that provides for a monthly rent of $160 to be paid by Essex County, New York, to the building’s owner, the Town of Essex. The facility is open five days per week to serve hot lunches to seniors who live all over the County, and, while the facility’s attendance averages between 20-25 seniors on average weekdays, it actually reaches or exceeds the basement’s maximum legal capacity on holidays and special occasions. The Town pays for the building’s heating, electricity and insurance. 
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The senior center addresses the site’s lack of on-site parking using several methods. Many of the senior citizens who come to the center for lunch Shuttle bus used by some

· Daily carpooling (6-8 cars on any given day)

· Center has permission to park vehicles on the road shoulder space of St. John’s Rectory and neighbors’ yards
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Activities at the center include:

· Trips

· Visits by a county health nurse for blood work and flu shots

· Van delivers Meals On Wheels (28 meals are delivered to area shut-ins twice per week)

 The senior center is managed by Dennis Everleth, who can be reached at (518)-963-7022.

The managers of the senior center (as well as several of the seniors citizens who regularly visit the center) would like to see the building’s main hall rehabilitated, so that the center could move up into it from the somewhat drab and timeworn basement.  However, Essex Town Board Member Suzanne Perley has strong doubts that Essex County would contribute any funds to the rehabilitation of the main hall, or even increase its monthly rental payment if the main hall were rehabilitated. According to Perley, there are presently several alternative spaces in the county to which the senior center could be relocated. This, coupled with the County’s interest in keeping its costs down and the desire of other areas in the county to lure the senior center away from its present location, make it unlikely that using the church’s main hall as a refurbished senior center would be a viable option for the building.

Art Galleries and Antique Shops: 

The Adirondack Art Association recently moved out of the Union School, located oon RTE 22 to a new location by the Old Dock Restaurant.  ECHO stated they had approximately 8000 visitors last season.   The question must be asked, what is “critical mass” of antique shops and art galleries to attract people without saturation?  Many locals feel too many “tourist shops” not catering to local needs exist.  However, these are the few profitable retail businesses in town able to support rent payments.  Currently there are four antique shops and 2 art galleries operating within the core hamlet area.  Many on the town’s planning board and ECHO feel more shops are needed to increase tourist appeal.

ECHO:

Interviews with Robert Hammerslag indicate more fulltime residents are moving in to the hamlet of Essex with families, after many years of homes being purchased for second vacation homes or retirement homes.  Thus, a new need for community center. 

In 1984, ECHO reported to the Town of Essex that, “Essex Village lacks a large public space suitable for community meetings, dances, movies, and other cultural events.  The main floor of the church is eminently suited and well located for such uses.  The attic should be insulated, a heating system installed. The stage rebuilt, new wiring installed, a handicap access ramp added.  Repair of plasterwork, painting, and refinishing of the floors and new lighting should make this beautiful town-owned space available for public uses which must now be held outside the hamlet.”

Hammerslag also indicated the Union Schoolhouse, vacated by the Adirondack Art Association, is being converted by EHO into a Local Heritage Center and non profit office space. The Methodist Episcopal Church could be used as a working classroom and laboratory space, should a preservation trade school be integrated into the Heritage Center.

Town Supervisor

The Essex Town Supervisor, Ronald Jackson, desires the Methodist Episcopal Church be used for the following:
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Conference center space—with rooms for rent at Inn next door 

· Town meeting space so the town will not need to use the firehouse for large events.

· Community space for activities s residents will not need to use the Grange Hall (5 miles away in Whallonsburgh, New York)

Town Council 

Town Board member, Suzanne Perley, envisions the Methodist Episcopal Church being used for the following:

· A youth center, 

· Allowing Essex Initiatives to use the building for events such as the Christmas Bazaar or Haunted Halloween, 

Wedding Chapel

Based on the Winter Street Center in Bath, Maine, the Methodist Episcopal Church could be rented out for use as a wedding chapel or a banquet hall site.  Cooking facilities are available on the first floor with the Senior Center.   Local Bed and Breakfasts businesses or Inns could rent the Methodist Episcopal Church and cater events there while providing lodging to guests—a package deal.  

Sagadahoc Preservation Incorporated also rents the Winter Street Center (former Winter Street Congregational Church) to local theater groups for plays, the local library for fundraiser events, the humane society for garage sales, and opens the space for other non profits to have meeting there for $50 per afternoon.

Appraisal

Taxes:

The Old Stone Church is a 36’x46’ building on a 45’x50’ lot.  The property is tax exempt, as the Town of Essex owns it.  Should it be sold, any private reuse option will require taxes. It is currently assessed for taxes at $119,670. 

2004-2005 School Tax Rate =16.0925/thousand

School Tax bill=$1926 per year.

2004 Property Tax rate=11.678089/thousand

Property Tax bill=$1397

Total tax bill per year for the property would be $3323 annually or a cost of $277 per month.

Market Value:
Smaller renovated, wood-frame and brick houses nearby recently sold for in excess of $300,000.  Essex residents interviewed hypothesize a selling price of $240,000 on the market should it be sold as is.
Re-Use Options

OPTION 1 – Private (for profit use):

If purchased for $240,000, a $200,000 30-year fixed mortgage could be obtained at 5.91% APR resulting in a monthly payment of $1187.55 (before mortgage taxes, closing costs, etc.)

An additional $72,000 Line of Credit can also be drawn for 5.00% APR against the property valued at $340,000(post renovation appraised value) for a monthly (interest only) payment of $150.

After 12 months, upon completion of construction, the mortgage will have a $197,502 balance remaining.  Refinancing this balance plus the line of credit gives a combined debt of $269,502.  This can be refinanced for 5.708% APR on a 30-year fixed mortgage for a monthly payment of $1,551

During construction payments expended = ($1,187.55 + $150) x 12months = $16,050

40,000 down payment (20%)

28,000 toward 100k renovation cost ($72,000 covered by LoC)

16,050 total loan payments (on $72,000 LoC interest plus 200k mortgage for 1st year)

84,050 total expense before opening business

=$233.47 monthly expense ($84,050 over 30 years before inflation)

$18,612 mortgage payment per year ($1,551 refinanced monthly mortgage payment x 30 years)

$3,323 annual taxes

$9,344 annual upkeep/insurance/heat/maintenance

$31,279 per year costs 


=$2,607monthly expense ($31,279 annually cost)

Total monthly expense ($233 + $2,607)= $2,840
The owner must earn over $2,840 per month ($34,075 annually), every month for 30 years (before inflation) to break even! The building can not be rented for this amount.  

Starting a business here with additional overhead costs (inventory, employee wages etc.) makes this a very difficult proposition.  Even if the business was self-employed, had no inventory costs, and sold items on a 20% commission (i.e. an art gallery), it still would have to gross over $170,375 annually in merchandise sales to have a net profit of $0.

Note: Assumes taxes remain fixed at $119,000 assessment. 

$885 ($10,625 annually) depreciation is also available (340,000 over 32 years)

OPTION 2 – Private (non profit) use:

Assumptions

· The town/American Legion would sell the building at a substantially lower price than market value

· Taxes would be exempt.

$119,000 Purchase price

$100,000 renovation cost


=$219,000 total cost

1261 monthly payment of 30-year loan for $219,000 at 5.718% APR on a building appraised at $340,000 over 30 years.  LTV ratio is 100 percent of costs, but 64% of value after completion due to lower purchase price.

$15,132 mortgage payment per year ($1,261 monthly mortgage payment x 30 years)

$9,344  annual upkeep/insurance/heat/maintenance

$24,476 annual cost


=$2,040 per month

The owner must earn over $2,040 per month ($24,480 annually), every month for 30 years (before inflation) to break even! The building can be rented for this amount if two apartments were made (one per floor).

It is better than the $2,840 required for option 1, due to a lower purchase price and exemption from property and school taxes.

If consignment sales were used here (at a 20% commission), total gross sales would need to be over $120,400 annually. This is still a difficult proposition.

NOTE: Private donations/fundraising on behalf of the Non Profit could reduce the required loan amount required and therefore reduce the needed income.  Perhaps one floor could be used for income production and the other to promote the goals of the organization if donations or grants raised half the funds required. 

OPTION 3 – Public 

· The town retains the building (no purchase price)

· Taxes remain exempt.

· Work is funded by matching grants (50%), town funds (25%), and private donations (25%)

Ideally the town would rent the space periodically to recoup the subsequent annual operating costs, needing to raise only $6792 annually or $566 per month.  

If the senior center retains usage of the first story, then the main sanctuary revitalization would need to yield $406 per month in usage fees to not burden the local taxpayers.

Market research shows this monthly goal could be accomplished in the summer months but not in winter.    

See Pro forma







