Project Introduction

No. 77 – The AC Hotel by Marriott on
6th Avenue of Manhattan, New York
842 AVENUE OF THE AMERICAS
NEW YORK, NEW YORK

Sponsored by:
American Lending Center
A USCIS-Designated EB-5 Regional Center
This document has been drafted based on the appraisal report and other related loan underwriting documents
of the project. It is designed to provide basic project information to EB-5 investors. The EB-5 investment
opportunity described in this plan can only be offered to Accredited Investors as defined in Rule 501 of
Regulation D of the U.S. Securities and Exchange Commission (SEC).

ALC Project #77 – AC Hotel by Marriott on 6th Avenue of Manhattan, New York

About American Lending Center
Sustainable success through integrity, transparency, and accountability.
American Lending Center (ALC) is a U.S. Citizenship & Immigration Service
designated regional center owned by Regional Centers Holding Group (RCH)
in Long Beach, California. ALC offers investment opportunities to immigrant
investors who are interested in obtaining permanent resident status in the
United States through the employment-based fifth preference visa (EB-5)
program. As a licensed non-bank lender in California, in conjunction with
eleven (11) other regional centers also owned by RCH, ALC has successfully
financed a total of sixty-eight (68) EB-5 projects across nineteen (19) states
exclusively through a senior loan structure in the last decade. The US federal
government has either underwritten, or funded part of the budget through
government debentures, or done both in over 95% of these EB-5 projects. ALC
currently holds an impeccable record of 100% project success rate and 0%
investment loss.
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Project Advantages
•

Senior Loan Structure. With ALC, EB-5 capital is always within the first lien
position for loan projects with fixed, tangible assets as collateral. This structure
helps secure and recover the EB-5 funds in case of default or if the business files
bankruptcy (For more detailed analysis, please read the article in Appendix-1). After
the completion of the project, the value of the project is typically more than twice
the construction cost.

•

Small Percentage. The total construction cost is $114 million. EB-5 fund needed is
$10 million, which is only 8.71% of the total project cost. The project’s stabilized
value will be at least $129 million, which is several times of the EB-5 funds.

•

Perfect Location. The project is located right in midtown Manhattan, the heart of
New York City, which is recognized as an international commercial and cultural
center, with more than eight million residents, it is one of the most populous cities
in the nation and one of the largest in the world. After the completion of the project,
the operation will be worry-free and sufficient cash flow will mostly be guaranteed.
The advantage of location has provided foreseeable solid ground for the project’s
success after completion.

•

Alternative Exit Option. ALC’s unique commercial loan vehicle offers a key
alternative exit option for investors on top of refinancing and liquidation of the
properties. This is achieved through selling the loans to other banks and financial
institutions.

•

Construction Jobs Only. Total jobs created by this project will be 277, which is
more than enough for the 20 EB-5 investors. Further, all of the 200 jobs required
for EB-5 are from construction, no need of direct jobs from operation. Therefore,
when the construction is completed, jobs are deemed created. Investors have no
worry at I-829 stage.

•

Third Party Funds Control and Borrower Construction Completion
Guarantee. The senior loan lender has hired a professional construction company
as a third party to provide “Fund Control and Inspection Services” to this project.
The borrower has also offered a deposit to provide a construction completion
guarantee of the project. Together these commitments will ensure accurate fund
use, professional on-site monitoring and full completion of the construction.
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Project Summary
The AC Hotel by Marriott on 6th Avenue of Manhattan, New York has started
construction on April 3, 2019. It will be a select-service lodging facility containing
168 rentable units. The 30-story property will open in 2021, which features a
breakfast dining area and three lounges, 2,486 square feet of meeting space, a fitness
room, a business center, and a market pantry. The subject site’s location is 842
Avenue of the Americas, New York, New York, 10001.
The brand AC Hotel by Marriott brings a new, modern design-style to the selectservice hotel segment. Characterized by signature public areas, including the AC
Lounge, AC Library, and dedicated media rooms, AC Hotels offer design-inspired
accommodations to guests. Representatives with Marriott indicate that the brand
will target urban, niche markets in North America, as the brand maintains an
established presence in Europe.

Hotel exterior rendering
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Hotel lobby

Dining area
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Guest room
The subject site is located in Midtown Manhattan, in the southwest quadrant of the
intersection formed by 6th Avenue and 30th Street, which is favorably located near
Jacobs K. Javits Convention Center, Madison Square Garden, New York City's
Pennsylvania Station, Times Square, and the United Nations Headquarters.

New York City
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This site is in the city of New York, which is a major center for a variety of industries,
such as fashion, textiles and garments, advertising, publishing and communications,
jewelry, design, and technology. Also, it is one of the most popular tourist
destinations in the country. It is home to the United Nations, the Statue of Liberty,
and the Empire State Building. Lincoln Center (the home of the Metropolitan Opera,
the New York Philharmonic, the New York City Ballet and Opera, and the Juilliard
School) is among the world’s most important centers for the performing arts. The
Metropolitan Museum of Art, the Museum of Modern Art, the American Museum
of Natural History, and a number of the city’s other museums and galleries are
internationally respected.

The Statue of Liberty

Empire State Building
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Capital Structure and Source of Fund
Total capital needed is $114 million. ALC will provide $10 million EB-5 funds from 20
investors, wherein each investor invests $500,000.
Project Budget & Capital Structure
Fund Source

Amount

Percentage

Non-EB5 Portion

$40,000,000

34.84%

EB-5 Portion

$10,000,000

8.71%

Mezzanine Loan

$15,000,000

13.07%

Owner Equity

$49,798,022

43.38%

Total Costs

$114,798,022

100.00%

Senior Loan

Senior Loan
43.55%
Developer
43.38%

EB-5
funds
8.71%
Mezzanine
Loan 13.07%

Use of Funds
Fund Use

Amount

Land Purchase

$32,300,000

FF&E

$49,877,251

Hard Construction Costs

$4,611,012

Soft Construction Costs

$10,682,687

Other costs

$17,327,072

Total costs

$114,798,022

Job Creation

Based on $54 million construction
cost (FF&E + Hard Construction
Costs), total jobs created from the
construction and development of
the project is 244, which exceeds the
job requirements for the 20 EB-5
investors’ immigration applications.
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Job Creation
The AC Hotel by Marriott on 6th Avenue of Manhattan, New York has applied RIMS
II methodology for its job creation analysis.
Job creation consists of two parts:
A. Total of $54 million construction cost will create 244 jobs.
B. Upon completion of construction, the project will need at least 20 direct
employees for its operation. To include the indirect and induced jobs, total job
creation at operation stage will be 33.
Therefore, total jobs created by this job will be 277, which could be used for up to 27
EB-5 investors. Currently ALC is only recruiting 20 investors for this project. The
required 200 jobs will be purely from construction, which does not reply on any direct
jobs in operation. As long as construction is finished, jobs are created. Investors have
no worry about job creation issue at I-829 stage.
* For more information of job creation, please see Appendix-2.
The job creation memo of this project is written by Scott Wagner, the Senior
Economist from ALC, specializes in the EB-5 program. From 2011 to 2013, Scott
worked on-site with the USCIS Investor Program division, where he was a team leader
for a group of economic and business consultants that modernized and facilitated
USCIS’s adjudication of EB-5 investment projects. In 2014, Scott founded Wagner
Consulting Group (www.wcgeb5.com), an EB-5 economic advisory firm. Also in 2014,
Scott joined Regional Centers Holding Group as its lead economist. His expertise and
insider perspective have contributed significantly the exponential success of Regional
Centers Holding Group. From 2014 to present, Scott has completed business plans
and economic analysis job reports for more than 50 ALC projects without any
challenges or issues from USCIS.

Management Team
The owner of the proposed subject hotel is 842 Enterprises Inc., which is based in
New York, New York. The president of this company Robert Chun and his family
have many years experiences of real estate development and management,
especially hotel development. One of their hotels, a 135-key Cambria Hotel & Suites
in New York’s Chelsea area that opened in April 2015 is located around the block
from the Subject Property.

8

ALC Project #77 – AC Hotel by Marriott on 6th Avenue of Manhattan, New York

The proposed subject hotel will be managed by Concord Hospitality. Concord
Hospitality Enterprises is hotel developer, owner and third-party management
company headquartered in Raleigh, NC. The company operates/manages over 100
limited and full-service hotels in 22 States and 2 Provinces in Canada. The firm has
‘approved operator’ status with Marriott, Hilton, Choice, Hyatt and IHG.
Concord also manages the Cambria in Manhattan that is owned by the guarantors.
Below are the comparable properties managed by Concord:
•

135-room AC Hotel in Raleigh, NC - opened in March 2017

•

144-room AC Hotel in Gainesville, FL

•

156-room AC Hotel in New Louisville, KY opened in April 2018

•

237-room Hyatt House and 175-room Canopy by Hilton in Washington DC - opened
in October 2017

Sample of Other properties managed by Concord:

Value of the Property
The project's superior geographical location, accurate market positioning,
supporting facilities, high-end design, and comprehensive services will attract a
large number of people to stay at this hotel for either business or leisure purposes.
The business outlook is optimistic. The project construction period is 20 months
and the opening time is expected to be in 2021. According to the appraisal report
provided by HVS, the world's leading real estate valuation and consulting company
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(please refer to Appendix-3), the valuation after completion of the project will reach
US $120 million. After stable operation, the valuation will reach $129 million, which
is several times of the amount of EB-5 loans.

Cash Flow Projection
In order to predict the cash flow and financial status that will be put into use after
the project is completed, the project owner has comprehensively considered the
factors such as project site location, competition status, market analysis, financial
forecast, and tourist flow, which are briefly listed below:
-

The location of the project is excellent, with convenient transportation.
Optimistic economic growth in the future and strong market demand.
The popularity of New York City, which attracts lots of tourists every year.
Large demand for hotel rooms in the area.
Based on the analysis, they concluded highest and best use of this site is the
proposed hotel use.

On the basis of the aforementioned macro-market analysis, the project owner will
make conservative forecasts on the financial operations in the next five years after the
completion of the construction, as detailed in the following table:
5-Year Cash Flow Projection
(In Inflated Dollars for the Fiscal Year)
Year

2021/2022

2022/2023

2023/2024

2024/2025

2025/2026

Total Income

$23,618,000

$25,594,000

$26,362,000

$27,153,000

$27,967,000

Operating
Expense
Net Income

$16,703,000

$18,294,000

$18,861,000

$19,421,000

$19,996,000

$6,915,000

$7,300,000

$7,501,000

$7,732,000

$7,971,000

In summary, the AC Hotel by Marriott on 6th Avenue of Manhattan, New York is a
high-quality EB-5 project. The EB-5 capital is strategically invested as part of a senior
loan that provides the best loss protection in the capital structure in case of loan
default or bankruptcy. Since the job creation plan only counts the construction jobs,
not only the operational risk will be completely kept out of the job creation process
so that it won’t affect the petitions, but also with a borrower’s construction
completion guarantee in place, the petitions won’t be denied due to lack of jobs.
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Appendix -1: Article
MAXIMIZING INVESTOR PROTECTION WITH THE SENIOR LOAN STRUCTURE
Published on EB5 Investors Magazine on May 3, 2018
By John Shen
The primary goal of any EB-5 capital investment is to obtain approval of the EB-5 investor’s I829 petition for permanent residence status in the United States. However, equally important
to the EB-5 investor is the preservation of their capital investment as well as the ability to
recoup their investment, plus any gain, at the conclusion of the EB-5 investment period. The
location of the EB-5 investment in the investment project’s financing capital stack can
therefore have a significant impact on the security, flexibility and ultimately the success or
failure of an EB-5 investor’s investment.
The following diagram illustrates the various capital stack positions typically available for EB-5 investment:

In the vast majority of EB-5 related development projects, EB-5 capital is invested in the form of either
common or preferred equity or deeply subordinated “mezzanine” debt. This is because, among other
reasons, those components of the capital stack are often the most scarce in the marketplace and are what
developers are in most need of. Recently, however, as EB-5 investors become more sophisticated, in
increasing cases EB-5 investors are moving toward senior debt investment opportunities. Let’s discuss the
components of the EB-5 senior loan investment structure and the benefits and challenges of structuring EB5 investments as senior loan investments with an emphasis on the goal of maximizing investor protection.
Layers of the Capital Stack – What Makes a “Senior” Loan Senior?
As illustrated above, there are several layers of debt/equity in a typical EB-5 project capital stack. In the
most secured position is the “senior” debt, which is the first debt claim to be repaid before all other
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creditors in the event of foreclosure or bankruptcy. To secure a senior loan, the borrower must provide the
lender with a first priority recorded security interest in its real property (mortgage or deed of trust) and a
first priority recorded security interest in its personal property (UCC filing). In addition to first lien senior
debt, an EB-5 project may have “subordinated” secured debt which typically consists of debt secured by a
security interest against the project’s real and personal property assets that is subordinate to the senior
loan. Following the senior and subordinated secured debt comes “mezzanine” financing, which typically
consists of a loan that is secured by a pledge of the project borrower’s ownership. In most cases, the
mezzanine secured capital will not have any security interest in the project’s real or personal property
assets. In the event of a default and liquidation, the mezzanine lender can step into the shoes of the
borrower and operate the property in order to preserve any remaining assets for itself after the senior
secured lenders are repaid. Finally, after claims of creditors are paid, claims of equity stakeholders are paid
from remaining funds/assets if any. Equity may be further divided in priority between preferred equity
which has priority over common equity. A comprehensive inter-creditor agreement that provides sufficient
clarity around the collateral realization process and relationship between the lender/investor parties is
important to have executed at the time a transaction is closed so that all the parties understand and agree
to their various roles, right and responsibilities in the capital stack.
EB-5 investment in a senior loan may offer the EB-5 investor the highest level of investment security but it
comes with a high degree of structured finance complexity. First, the rigid senior loan structure does not
organically fit the requirements of the EB-5 program. Therefore, many EB-5 related requirements, some of
which are quite subtle and easy to neglect, must be carefully and creatively incorporated in the senior loan
documents to ensure compliance with the EB-5 program. The most important components of the senior
loan structure that require attention to ensure EB-5 compliance are term, repayment and prepayment:
Senior Loan Term Considerations
Several considerations are in play when setting the term of an EB-5 investment in a senior loan. A loan term
must be established that suits the EB-5 investment timeline, which in most cases is uncertain, while still
being commercially reasonable to the project borrower. It is often the case that the term of the senior loan
may be longer than the actual amount of time that the investor needs to be invested in the project (6-10
years), but because of other considerations the borrower requires a longer senior loan term (20-30 years).
This investment timeline discrepancy may create a risk that the EB-5 investor may be unable to recoup their
investment at the time of final adjudication of their investment petition. EB-5 investor timing issues can be
addressed with interest rate adjustments at certain milestones during the term of the senior in order to
encourage repayment of the senior loan from the project borrower without shortening the senior loan
term.
Senior Loan Repayment Considerations
In order to qualify as a valid investment in the EB-5 Program, the EB-5 investor’s capital must actually be
placed “at risk” for the purpose of generating a return. In addition, the EB-5 capital investment must be
placed “at risk” during the entirety of the EB-5 investor visa application or “sustainment period.” As a result,
payments of principal from the project borrower, even in the form of monthly principal and interest
payments, may be considered a violation of the EB-5 at risk requirements. Therefore, a straight interest only
period (as opposed to a fully amortized payment schedule) must be established in the senior loan
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promissory note with some flexibility to extend that period to cope with likely prolonging of the
immigration process due to visa retrogression for Chinese born immigrant investors.
Senior Loan Prepayment Considerations
It is often the case that during the term of a commercial loan, the borrower may wish to prepay the loan
prior to the expiration of it term. Such prepayment during the EB-5 “at risk” period could be catastrophic to
the EB-5 investors. A lockout provision barring repayment of principal during the investment’s “at risk”
period may be included in the senior loan documents to alleviate this issue. Lockouts are not provision that
borrowers are typically used to seeing. It should be noted that U.S. Citizenship and Immigration Service
(USCIS) has recently opened the door for capital redeployment after job creation from the initial EB-5
project investment through its most recent policy manual revisions. This means that the lockout provision
may become less important in future EB-5 senior loan investments.
Senior Lender Oversight of Construction Management
Most, if not all EB-5 projects, include a significant amount of construction. Management of construction
risk represents perhaps the single greatest challenge to the success of any EB-5 project. The senior lender’s
first priority lien position in the capital stack allows the senior lender to require additional layers of control
and protection on behalf of the EB-5 investors including, but not limited to, requiring that the subject EB-5
investment project include a thorough funds control process consisting of construction monitoring, site
inspections, draw requests, proof of incremental progress, lien release collection and other processes vital
to ensuring a healthy and successful construction project. The prudent senior lender typically employs an
outside third party construction management firm to conduct regular site visits to the project, prepare
detailed progress reports and ensure that all materialman’s liens have been satisfied prior to allowing
further funds to be disbursed into the project. This type of careful construction management will help keep
the project on track and will serve as an early warning detection system for any problems before they can
spiral out of control. Being in the senior lender position, EB-5 investors can ensure that their interests are
protected by requiring that a rigorous funds control process be in place for their EB-5 investment project.
Benefits of Senior Loans for Eb-5
A senior loan structure provides many benefits for EB-5 investors that are not available to other investment
positions in the project capital stack, ranging from control over the project’s investment debt to the
increased flexibility to refund EB-5 investors in the event of a troubled project situation as well as the
ultimate ability to recover the EB-5 investors’ investment funds after final petition adjudication. Meanwhile,
the senior loan is in a better position for deep engagement in construction management through a
professional third party. The senior loan structure therefore can further leverage outside construction
expertise in reducing the project construction risk for the EB-5 investors. On the other hand, the senior
loan EB-5 investment represents the most challenging form of EB-5 investment to structure. It requires a
rigorous and detailed effort along with a flexible project borrower to structure the senior loan transaction
and the senior loan documents to ensure full compliance with all EB-5 rules and regulations. If successful,
however, the benefits can be extremely attractive to both EB-5 investors and borrowers looking for debt to
fill out their construction project capital stack. In the current climate of EB-5 investment uncertainty,
providing additional security and protection to EB-5 investors using the senior loan investment structure
will increase the likelihood of attracting more investors to the project.
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Appendix -2: Job Creation Memo
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Appendix -3: Key Information in the Appraisal Report

Hotel
Address
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Value of Hotel
when completed

Value of Hotel
when stabilized
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