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INTRODUCTION AND SUMMARY 

PURPOSE OF ANALYSIS AND ORGANIZATION OF REPORT 

The City of Puyallup has identified several sites in Downtown that would be suitable for 

redevelopment. Private investment on such sites can only be attractive if there is adequate 

entrepreneurial return on that investment.  Sites identified by the City have been subjected 

to a feasibility analysis to determine whether development is feasible in the near-term, and 

what conditions are necessary for feasibility.  

The City is currently focusing its attention on the Cornforth Campbell site at the corner of 

3rd Street and East Meeker St. The City and a consultant team identified and evaluated four 

development schemes for the site.  Based on a preliminary evaluation, two options were 

identified as most likely to be feasible.  This report documents the results of the feasibility 

analysis of those two options.  It is organized in five sections: Introduction and Summary, 

Development Concepts, Method and Assumptions, Results, and Findings and Conclusions. 

SUMMARY OF ANALYSIS 

Summary of Development Options 

Four development options were originally considered for the site; each was designed to 

reflect applicable zoning standards, site parameters and basic market factors. A description 

and preliminary feasibility analysis suggested that two hybrid options were most likely to 

be feasible and meet City objectives for stimulating Downtown development.  Option A 

includes a lower overall density to minimize the cost of expensive structured parking.  

Option B divides the site into two parcels for the eastern portion.  The two parcels could be 

developed by different developers or by a single developer in two phases.  By developing 

the parcels in phases, the developer(s) could reduce the potential for over-supply in the 

market, and benefit from a more mature market for the second phase.  The combined parcels 

could support a higher overall density.  For both options, the western portion of the site 

would be developed as townhouses to the south with a three-story commercial building to 

the north.  Neither option provides for replacement of the existing public parking within the 
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site.  It is far more economical to replace the public parking on an alternative site in a surface 

parking configuration. 

Summary of Financial Analysis Method 

The identified development options are subjected to a financial feasibility analysis.  The 

proforma feasibility analysis compares the cost of development to completed value to 

determine the entrepreneurial return. Entrepreneurial return is considered the compensation 

to a developer for incurring the risk of undertaking and completing a project. 

Entrepreneurial return for any development plan is compared to a target rate to identify 

whether that option is feasible.  Entrepreneurial return of 15% or more of the development 

cost is within the typical range for feasible development. 

Each of the two options is considered for a base case and a series of incentives that could 

be offered by the City.  The incentives include eight-year (with no dedicated affordable 

housing) and 12-year (with 20% of units as affordable at 80% of median income levels for 

the county) property tax exemptions on the value of improvements (as already available in 

Downtown Puyallup), waiver of impact fees, and/or a write-down in the price of the land.  

A combination of the base case and incentives that provides the target 15% return is 

considered a feasible project and the necessary conditions for feasibility. 

Summary of Financial Results 

The results can be summarized as the projected return for each of the incentive cases for the 

two development options.  For purposes of comparison, the results for Option B are for the 

combined parcels as if built in a single phase.  If the project were built in phases, the second 

phase would timed to take advantage of improved market conditions, and would achieve a 

better return, and raise the overall return for both phases.  



DOWNTOWN PUYALLUP SITES FEASIBILITY ANALYSIS 

PROPERTY COUNSELORS PAGE 3 

 

Summary of Financial Analysis Results 
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Generally, neither option achieve the target return of investment of 15%.  The costs of 

development under assumed conditions are too high relative to the value of the 

completed development, even with generous incentives.  However, the residential rents 

necessary to provide adequate returns are close enough to assumed market rents in many 

cases, that strong growth in demand could push rents to necessary levels within a period of 

approximately five years.  Further, a prospective developer may identify development 

efficiencies to reduce the required cost. 

Summary of Conclusions 

1. Based on the results of the analysis, it’s likely that the development options will only 

be feasible with generous incentives such as the multifamily tax exemption, reduced 

or eliminated impact fees, and a write-down in the price of the land. 

2. While none of the cases achieve the target return under current assumptions, it’s 

possible that a prospective developer might find construction efficiencies and enjoy 

improved market conditions over time. 

3. If the project is required to replace existing parking on the site, that replacement 

should be provided in a surface configuration on a different site.   

4. Assumed market rents for apartment flats are somewhat speculative as there isn’t 

such a product in a mixed-use configuration in Puyallup at the present time.  The 

experience in popular urban neighborhoods in Tacoma provides evidence that there 

is likely demand in Puyallup.  For-sale townhouses are already an established 

product in the market. 

5. With increasing residential demand, it’s likely that gaps between necessary rents (to 

achieve feasibility) and market rents of approximately 10% could be narrowed over 

a five-year development horizon. 

6. The use of the tax exemption program will enhance the feasibility of both options.  

The reduced operating costs under the 8-year exemption provides for a greater rate 

of return.  Under the 12-year program, the foregone income for the affordable units 

would offset the value of the lower operating costs.  

7. Cost premiums associated with soil conditions also affect financial performance.  

The cost of piles or stone columns as well as stormwater catchment basins increase 

projected development costs.  In the case of the catchment basins, the costs are 

assumed based on building footprint.  Low density scenarios have high relative costs 

on this basis, as there are fewer units over which to spread the cost. 

8. Reduction of impact fees would enhance feasibility and make the area more 

attractive to developers.  Impact fees in Puyallup exceed $8,500 per residential unit, 

compared to no such fees in Tacoma. 
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9. The City could also fund further public amenities Downtown to make the area more 

marketable and support higher rents.  Such investments could be funded through the 

Local Infrastructure Finance Tool (LIFT) program. 

DEVELOPMENT OPTIONS 

Four development options were originally considered for the site. The results of the analysis 

of those options suggested several factors that drive the potential feasibility of development.    

Key conclusions of that analysis were: 

• A mixed-use project of the kind considered in all the options will be a pioneering 

project and will require a developer to demonstrate a new product in the local market 

place. 

• The levels of apartment rent necessary to support such a project even with incentives 

will approach the current levels in the most attractive urban areas in the county.  This 

is not unrealistic over the next development cycle. 

• The cost of parking is a major determinant of feasibility.  There are three dimensions 

of this factor: the project can’t support the cost of replacement public parking in a 

structure; the project shouldn’t include any “extra parking” beyond what is required 

for the other uses; and any parking structure should be designed to [be as efficient 

as possible]. 

• The townhouse uses on the western parcel can be a positive contributor to the overall 

feasibility of the project and provide owner-occupied housing.  Smaller townhouse 

units should be considered to provide a product that is more competitive in price 

with single family housing in Puyallup. 

• The breakup of the site into multiple parcels can attract a wider range of potential 

developers.  There is no apparent penalty for the smaller sites in terms of reduced 

efficiency for either parking or residential uses.   Further, if the property were 

developed by multiple developers, they could still choose to cooperate in building 

and operating ground level parking. 

The preliminary feasibility analysis is documented in an appendix to this report.    

Based on these results, two hybrid options were identified as most likely to be feasible and 

meet City objectives for stimulating Downtown development. Option A includes a lower 

overall density to minimize the cost of expensive structured parking.  Option B divides the 

site into two parcels for the eastern portion.  The two parcels could be developed by different 

developers or by a single developer in two phases.  By developing the parcels in phases, the 

developer(s) could reduce the potential for over-supply in the market, and benefit from a 

more mature market for the second phase.  The combined parcels could support a higher 

overall density.  For both options, the western portion of the site would be developed as 

townhouses to the south with a three-story commercial building to the north.  Neither option 

provides for replacement of the existing public parking within the site.  It is far more 
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economical to replace the public parking on an alternative site in a surface parking 

configuration. The options are identified and described graphically by Allied8 Architects in 

Figures 1 and 2.  The options are summarized in quantitative terms in Table 1. 

Figure 1. Option A Massing 

 

Figure 2. Option 3 Massing 

 



DOWNTOWN PUYALLUP SITES FEASIBILITY ANALYSIS 

PROPERTY COUNSELORS PAGE 7 

 

Table 1. 
Characteristics of Development Concepts 

  

As shown in the table and figures, the western portion of the site includes 11 townhouses 

and a three-story commercial building.  The eastern portion of the site includes 114 

apartments and 29,400 square feet of commercial space in Option A and 185 apartments 

Option A

Option B1 

Smaller Site 1

Option B2 

Smaller Site 2

Option B 

Smaller Sites 

Combined

Footprint 65,135              36,874              28,261              65,135              

Residential Units

  Flats 114                   80                     105                   185                   

  Townhouse 11                     11                     -                    11                     

  Total 125                   91                     105                   196                   

Building Area (sf)

  Residential

    Flats 87,256              66,000              79,000              145,000            

    Townhouse 17,325              17,325              17,325              

    Subtotal 104,581            83,325              79,000              162,325            

  Retail 23,200              9,500                3,100                12,600              

  Office 6,200                6,200                -                    6,200                

Total 133,981            99,025              82,100              181,125            

Parking Provided

  Residential (Flats) 114                   80                     105                   185                   

  Retail 27                     4                       1                       5                       

  Office 4                       4                       -                    4                       

  Public -                    -                    -                    

  Extra 4                       23                     27                     

  Total 145                   92                     129                   221                   

Parking (sf) 47,700              32,000              45,400              77,400              

Total Square Feet 181,681            130,500            127,500            258,000            

Net Square Feet

  Residential

    Flats 71,550              53,500              66,200              119,700            

    Townhouse 17,325              17,325              -                    17,325              

  Retail 22,040              9,025                2,945                11,970              

  Office 5,580                5,580                -                    5,580                

Building Efficiency

  Residential

    Flats 82.0% 81.1% 83.8% 82.6%

    Townhouse 100.0% 100.0% 100.0%

  Retail 95.0% 95.0% 95.0% 95.0%

  Office 90.0% 90.0% 90.0%

Average Unit Size (sf)

  Flats 628                   669                   630                   647                   

  Townhouse 1,575                1,575                1,575                

Average Parking Stall (sf) 329                   348                   352                   350                   
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and 18,800 square feet of commercial space.  The average apartment unit is somewhat 

smaller in Option A and the average size of a parking space is somewhat smaller as well.  

As a result, the average cost of a parking space is somewhat lower in Option A, but the 

number of spaces required by code is somewhat smaller in Option B relative to the amount 

off gross square feet of building area. 

METHOD AND ASSUMPTIONS 

FEASIBILITY MEASURES 

The feasibility analysis provides a proforma projection of development performance to 

determine whether a project provides an adequate return to justify the capital investment. 

The proforma feasibility analysis compares the cost of development to completed value to 

determine the entrepreneurial return. Entrepreneurial return is considered the compensation 

to a developer for incurring the risk of undertaking and completing a project. 

Entrepreneurial return for any development plan is compared to a target rate to identify 

whether that option is feasible. A 15% rate for return as a percentage of development cost 

is considered a typical target rate falling within an acceptable range of 10% to 20% 

according to industry standards. Such a rate provides adequate incentive for a developer to 

assume the risk associated with development.  

The value of a completed rental development is estimated as the capitalized value of the 

operating income in a stabilized year for a rental project. The capitalized value is calculated 

by dividing the operating income in a stabilized year by a capitalization rate that reflects 

investor expectations for projects with a comparable level of risk. (For example, applying a 

capitalization rate of 5% to an income stream of $100,000 per year indicates a value of $2.0 

million.)  The stabilized year is three or more years in the future, after construction and 

lease-up. The value of a completed for-sale project is the net proceeds of sale.  Developer 

cost is calculated as the sum of land acquisition, building construction, and soft costs. 

Development costs are expressed in today’s dollars, as if the development proceeds 

immediately. 

FINANCIAL CASES   

The feasibility analysis considers five cases for each option.  The base case reflects each 

scenario without the application of any public programs or incentives.  Additional cases 

reflect the use of an eight year or twelve-year tax exemption.  The fourth case reflects the 

use of an eight-year tax exemption and a reduction in impact fees.  The final case elects an 

eight-year exemption, reduced impact fees, and reduced land price.  The specifics of each 

case are described further below. 

The Multifamily Tax Exemption is available within Downtown for projects resulting in four 

or more units.  Any qualifying project is exempt from taxes on the value of residential 

property improvements. If 20% or more of the units are affordable, the value of 

improvements can be exempt from property taxes for 12 years. For market rent projects, 

improvements can be exempt for 8 years. The estimated present value of this exemption is 

equivalent to reduced operating costs of $1.40 per square foot per year for the 8-year case 
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depending on the residential investment, and $2.00 per year for the 12-year case. Affordable 

rents are defined by state statute as affordable to households making 80% or less of the 

median household income for the area. The median income for Pierce County is identified 

by the federal department of Housing and Urban Development (HUD) as $74,600. The 

average affordable rent for one-bedroom units for households with incomes less than 80% 

of median is approximately $1,195 or $1.90 per square foot per month. 

Elimination of all or a portion of impact fees could also provide a powerful enhancement to 

feasibility.  Cities such as Tacoma have no impact fees, and Olympia has lower fees in the 

Downtown area with the justification that the area is largely built-out and no additional 

infrastructure is needed.  Current impact fees for residential uses are: 

 

Park impact fees for units of 1,000 square feet to 1,999 square feet are $3,291. There are 

also water and sewer system development charges (SDCs). 

The City could eliminate or reduce the traffic and park impact fees for a designated area 

such as Downtown. 

Finally, the City could write down the price of the land in return for a project that meets 

public objectives. These latter assumptions are discussed further in a later section in the 

broader context of incentives that the City can offer. 

CONSTRUCTION COSTS  

Construction cost estimates are based on unit costs that are reflective of similar new projects.  

Assumed costs are significantly higher than in previous analyses because of the increasing 

cost pressures in recent years.  Assumed construction costs can be summarized as: 

 

The cost of parking for the townhouses are included in the overall construction cost. 

These costs are intended to include a premium of $17 to $20 per square foot for stone 

columns or piles for some of the uses.  A use like the townhouses with three story wood-

frame on a spread-slab will have a cost advantage over a larger podium-mounted project 

requiring expensive foundation work.   

  Traffic Impact Fee (/SF or /unit) $2,790

  School Impact Fee (/Unit) $3,454

  Park Impact Fee (/Unit) $2,314

Construction Cost

  Apartments Mixed Use (/sq. ft.) $170.00

  Townhouse $150.00

  Office (/sq. ft.) $165.00

  Retail (/sq. ft.) $160.00

  Surface Parking (/sq.ft.) $5,000

  Aboveground Parking (/sp) $28,000



DOWNTOWN PUYALLUP SITES FEASIBILITY ANALYSIS 

PROPERTY COUNSELORS PAGE 10 

 

There would be an additional cost for a catchment basin at $28 per square foot of building 

footprint.  

LAND PRICE ASSUMPTIONS 

A property price is assumed for each of the development sites in order to make an initial 

determination of feasibility.  The value of a redevelopment parcel is determined by its value 

in its current use.  The Pierce County Assessor values land in the Downtown area at $19 to 

$26 per square foot.  For purposes of this analysis, land price is assumed at $30 per square 

foot. 

 

APARTMENT RENT ASSUMPTIONS 

Assumed apartment rents are derived from a review of current market rents.  Rents are 

assumed at different levels: 

 

The prevailing market rents for apartments in Puyallup is $15.60 per square foot per year 

($1.30 per square foot per month).  The highest rents in Puyallup are for newer townhouse 

units on E. Main St. at $16.80.  The highest rents in Pierce County are in newer mixed-use 

buildings in Downtown Tacoma and the Proctor neighborhood.  In the latter case, rents of 

new Proctor Station project exceed $30 per square foot. The assumed market rents in this 

analysis are intended to reflect a premium over current rents, but short of the rents in the 

most attractive urban areas. 

The affordable rents are assumed at levels determined by income levels at 80% of the area 

median. 

TOWNHOUSE SALE PRICES 

Townhouses are assumed to sell for $250 per square foot.  Under the Multifamily Tax 

Exemption program, the price is assumed at $260 per square foot under the 8-year 

exemption and $265 per square foot under the 12-year exemption to reflect the value to the 

home purchaser of the reduced taxes. 

OTHER ASSUMPTIONS 

The other primary assumptions in the analysis are summarized in the following table. 

Land Cost ($/sq. ft.)

  Redevelopment Central $30.00

Rent (/sq. ft./yr.)

  Apartment Mixed Use $27.00

  Affordable Apartment $22.80

  Office $20.00

  Retail $25.00
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Table 2. 
Other Financial Assumptions 

 

Operating expenses reflect gross leases (landlord pays expenses) for residential uses, and 

office and retail leases are net (tenant pays expenses).   Residential operating expenses under 

the tax exemption cases reflect the net present value of savings over the exemption period. 

RESULTS 

The results of the analysis are summarized for each option in the following pages. 

  

Operating Expense (/sq. ft./yr)

  Apartment Mixed Use $10.80

  MU Apt w/12 yr Tax Exemption $9.40

  MU Apt w/8 yr Tax Exemption $8.80

  Office $1.00

  Retail $1.00

Parking Rent

  Apartments Secure (/sp./mo.) $100.00

  Public (/sp./mo.) $100.00

  Office (/sp./mo.) $100.00

Land Cost ($/sq. ft.)

  Redevelopment Central $30.00

Soft Costs 

  Apartments (% of constr.) 28.0%

  Office (% of constr.) 31.0%

  Retail (% of constr.) 31.0%

Capitalization Rates

  Apartments 5.0%

  Office 6.5%

  Retail 6.5%
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OPTION A 

The results are summarized for a base case, two tax exemption cases, a tax exemption with 

no impact fee case, and a tax exemption with no impact fee and no land cost case. 

Table 3 
Feasibility Analysis of Development Concepts 

Option A 

 

 

The results can be further summarized as follows: 

• The base case has a negative rate of return.  Development costs exceed the project 

value. 

• With use of the MFTE program, the return improves, but the value still falls short 

of the cost. 

• The return under the 8-year tax exemption is greater than the return under the 12-

year exemption because the value of the foregone income for affordable units 

exceeds the value of the reduced operating costs for the additional four years. 

• With elimination of impact fees, the return becomes positive, but still short of the 

target rate. 

• The townhouse and commercial potions exceed the 15% targets under favorable 

incentive cases. 

Base MFTE 8 year MFTE 12 year

MFTE 8 year No 

Impact Fees

8 yr No Impact 

Fees No extra 

Pkg.

8 yr No Impact 

Fees No extra 

Pkg. No Land 

Cost

Description

Site Area (SF) 65,135                65,135                65,135                65,135                65,135                65,135                

Gross Building Area (SF)

  Residential 104,581              104,581              104,581              104,581              104,581              104,581              

  Commercial 29,400                29,400                29,400                29,400                29,400                29,400                

Residential Units 125                     125                     125                     125                     125                     125                     

Parking Spaces 145                     145                     145                     145                     145                     145                     

Estimated Capital Investment

Land Acquisition $1,954,050 $1,954,050 $1,954,050 $1,954,050 $1,954,050 $0

Construction 29,171,730         29,171,730         29,171,730         29,171,730         29,171,730         29,171,730         

Soft Costs 10,083,627         10,083,502         10,083,502         8,691,039           8,691,039           8,691,039           

Total $41,209,407 $41,209,282 $41,209,282 $39,816,819 $39,816,819 $37,862,769

Financial Performance

Annual Operating Income $1,832,473 $1,932,643 $1,918,476 $1,932,643 $1,932,643 $1,932,643

Capitalized Value $33,727,196 $35,730,596 $35,447,258 $35,730,596 $35,730,596 $35,730,596

Sales Proceeds $3,984,750 $4,144,140 $4,223,835 $4,144,140 $4,144,140 $4,144,140

Total Completed Value $37,711,946 $39,874,736 $39,671,093 $39,874,736 $39,874,736 $39,874,736

Entrepreneurial Return ($3,497,461) ($1,334,546) ($1,538,189) $57,918 $57,918 $2,011,968

Return as Percent of Investment -8.49% -3.24% -3.73% 0.15% 0.15% 5.31%
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• The cost of the structured parking represents almost 20% of the building 

construction cost for the apartments, contributing to a need for higher market rents. 

• The apartments become feasible as rents approach the levels in other urban 

neighborhoods in Tacoma.  As market rents in Puyallup increase, the rate of return 

will approach the target rate. 

OPTION B 

The results are summarized for a base case, two tax exemption cases, a tax exemption with 

no impact fee case, and a tax exemption with no impact fee and no land cost case. 

The results are summarized for each smaller parcel and the combined parcel in Tables 4, 5 

and 6 respectively. 

OPTION B1 

Table 4 
Feasibility Analysis of Development Concepts 

B1 

 

The results can be further summarized as follows: 

• The base case has a negative rate of return.  Development costs exceed the project 

value. 

• This option performs better than Option A, primarily because of the higher relative 

amount of the townhouse and commercial uses. 

Base MFTE 8 year MFTE 12 year

MFTE 8 year No 

Impact Fees

8 yr No Impact 

Fees No extra 

Pkg.

8 yr No Impact 

Fees No extra 

Pkg. No Land 

Cost

Description

Site Area (SF) 36,874                36,874                36,874                36,874                36,874                36,874                

Gross Building Area (SF)

  Residential 83,325                83,325                83,325                83,325                83,325                83,325                

  Commercial 15,700                15,700                15,700                15,700                15,700                15,700                

Residential Units 91                       91                       91                       91                       91                       91                       

Parking Spaces 92                       92                       92                       92                       88                       88                       

Estimated Capital Investment

Land Acquisition $1,106,220 $1,106,220 $1,106,220 $1,106,220 $1,106,220 $0

Construction 20,412,638         20,412,638         20,412,638         20,412,638         20,300,638         20,300,638         

Soft Costs 7,163,029           7,162,938           7,162,938           6,225,136           6,193,776           6,193,776           

Total $28,681,887 $28,681,796 $28,681,796 $27,743,994 $27,600,634 $26,494,414

Financial Performance

Annual Operating Income $1,232,339 $1,307,239 $1,296,646 $1,307,239 $1,302,439 $1,302,439

Capitalized Value $23,091,096 $24,589,096 $24,377,236 $24,589,096 $24,493,096 $24,493,096

Sales Proceeds $3,984,750 $4,144,140 $4,223,835 $4,144,140 $4,144,140 $4,144,140

Total Completed Value $27,075,846 $28,733,236 $28,601,071 $28,733,236 $28,637,236 $28,637,236

Entrepreneurial Return ($1,606,041) $51,440 ($80,725) $989,242 $1,036,602 $2,142,822

Return as Percent of Investment -5.60% 0.18% -0.28% 3.57% 3.76% 8.09%
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• With use of the MFTE program, the return becomes positive, but short of the target 

rate.  

• The return under the 8-year tax exemption is greater than the return under the 12-

year exemption because the value of the foregone income for affordable units 

exceeds the value of the reduced operating costs for the additional four years. 

• With elimination of impact fees and land cost, the return is just short of the low 

end of the target feasibility range. 

OPTION B2 

This parcel or phase option is evaluated for a base case, two tax exemption cases, and a tax 

exemption with no impact fee case. 

Table 5 
Feasibility Analysis of Development Concepts 

Option B2 

 

 

The results can be further summarized as follows: 

• The base case has a negative rate of return.  Development costs exceed the project 

value. 

• This option performs worse than Option B1.  There is no townhouse element to 

improve the overall return. 

Base MFTE 8 year MFTE 12 year

MFTE 8 year No 

Impact Fees

8 yr No Impact 

Fees No extra 

Pkg.

8 yr No Impact 

Fees No extra 

Pkg. No Land 

Cost

Description

Site Area (SF) 28,261                28,261                28,261                28,261                28,261                28,261                

Gross Building Area (SF)

  Residential 79,000                79,000                79,000                79,000                79,000                79,000                

  Commercial 3,100                  3,100                  3,100                  3,100                  3,100                  3,100                  

Residential Units 105                     105                     105                     105                     105                     105                     

Parking Spaces 129                     129                     129                     129                     106                     106                     

Estimated Capital Investment

Land Acquisition $847,830 $847,830 $847,830 $847,830 $847,830 $0

Construction 19,007,572         19,007,572         19,007,572         19,007,572         18,363,572         18,363,572         

Soft Costs 6,890,100           6,889,995           6,889,995           5,964,239           5,783,919           5,783,919           

Total $26,745,502 $26,745,397 $26,745,397 $25,819,641 $24,995,321 $24,147,491

Financial Performance

Annual Operating Income $1,203,669 $1,296,349 $1,283,241 $1,296,349 $1,268,749 $1,268,749

Capitalized Value $23,764,150 $25,617,750 $25,355,598 $25,617,750 $25,065,750 $25,065,750

Sales Proceeds $0 $0 $0 $0 $0 $0

Total Completed Value $23,764,150 $25,617,750 $25,355,598 $25,617,750 $25,065,750 $25,065,750

Entrepreneurial Return ($2,981,352) ($1,127,647) ($1,389,799) ($201,891) $70,429 $918,259

Return as Percent of Investment -11.15% -4.22% -5.20% -0.78% 0.28% 3.80%
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• With use of the MFTE program, the return improves, but is still negative.  

• The return under the 8-year tax exemption is greater than the return under the 12-

year exemption because the value of the foregone income for affordable units 

exceeds the value of the reduced operating costs for the additional four years. 

• With elimination of impact fees, and no land cost, the return is still well short of 

the target rate. 

• As a second phase of a full block project, this option offers the opportunity for the 

project to benefit from the demonstrated success of the first phase and an overall 

maturation of the market. 

Options B1 and B2 Combined 

The two smaller parcel results can be combined.  The results would reflect a situation where 

both parcels are developed simultaneously, by either one or two developers.  It doesn’t 

reflect the improved conditions of developing one of the parcels in a second phase. 

Table 6 
Feasibility Analysis of Development Concepts 

Options B1 and B2 Combined 

 
  

Base MFTE 8 year MFTE 12 year

MFTE 8 year No 

Impact Fees

8 yr No Impact 

Fees No extra 

Pkg.

8 yr No Impact 

Fees No extra 

Pkg. No Land 

Cost

Description

Site Area (SF) 65,135                65,135                65,135                65,135                65,135                65,135                

Gross Building Area (SF)

  Residential 162,325              162,325              162,325              162,325              162,325              162,325              

  Commercial 18,800                18,800                18,800                18,800                18,800                18,800                

Residential Units 196                     196                     196                     196                     196                     196                     

Parking Spaces 221                     221                     221                     221                     194                     194                     

Estimated Capital Investment

Land Acquisition $1,954,050 $1,954,050 $1,954,050 $1,954,050 $1,954,050 $0

Construction 39,420,210         39,420,210         39,420,210         39,420,210         38,664,210         38,664,210         

Soft Costs 14,053,128         14,052,932         14,052,932         12,189,375         11,977,695         11,977,695         

Total $55,427,388 $55,427,192 $55,427,192 $53,563,635 $52,595,955 $50,641,905

Financial Performance

Annual Operating Income $2,436,008 $2,603,588 $2,579,887 $2,603,588 $2,571,188 $2,571,188

Capitalized Value 46,855,246         50,206,846         49,732,834         50,206,846         49,558,846         49,558,846         

Sales Proceeds 3,984,750           4,144,140           4,223,835           4,144,140           4,144,140           4,144,140           

Total Completed Value $50,839,996 $54,350,986 $53,956,669 $54,350,986 $53,702,986 $53,702,986

Entrepreneurial Return ($4,587,392) ($1,076,206) ($1,470,523) $787,351 $1,107,031 $3,061,081

Return as Percent of Investment -9.02% -1.98% -2.73% 1.45% 2.06% 5.70%
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The results can be further summarized as follows: 

• The base case has a negative rate of return.  Development costs exceed the project 

value. 

• This option performs better than Option A under the most generous set of 

incentives.  This results from the higher density on the site.  While the absolute 

cost of the apartments exceeds the value, the incremental cost of the additional 

development in Option B is less than the value.  The cost of the catchment basin is 

based on the footprint and doesn’t increase with the additional building area. 

• With use of the MFTE program, the return improves, but is still negative.  

• The return under the 8-year tax exemption is greater than the return under the 12-

year exemption because the value of the foregone income for affordable units 

exceeds the value of the reduced operating costs for the additional four years. 

• With elimination of impact fees and land price, the return is positive, but still short 

of the target return. 

USE OF DEVELOPMENT INCENTIVES 

The use of incentives is discussed further below. 

Multifamily Tax Exemption 

The Multifamily Tax exemption program is arguably the strongest incentive that a local 

government can provide to encourage mixed use development.  As described in the results 

section above, the use of the eight-year exemption for market rate projects can significantly 

increase the entrepreneurial return from new development.  However, by itself, it is not 

sufficient to assure the target rate of return with current market conditions. With likely 

increases in market rents and tax exemptions, projected returns approach target levels for 

the residential portion of a mixed-use project.  The use of a twelve-year exemption isn’t 

supportable for the foreseeable future. 

Reduced Impact Fees 

Transportation, school and park impact fees are approximately $8,500 per unit in Puyallup.  

In comparison, the City of Tacoma has no impact fees. Elimination of all or a portion of 

impact fees could also provide an enhancement to feasibility. Olympia has lower fees in the 

Downtown area with the justification that the area is largely built-out and no additional 

infrastructure is needed.  

Reduced Land Price 

As owner of the three sites, the City can enhance the feasibility of development by offering 

the sites at below market prices.  Such an action is justifiable if the development meets 

stated public objectives, and there is a competitive process for selecting a developer.   
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Downtown Amenities 

There are a variety of public improvements that would enhance the desirability of the area 

and the feasibility of development. Increased marketability can close the gap between 

current market rents and necessary rents.  Downtown Puyallup is an eligible site for the 

Local Infrastructure Finance Tool (LIFT) program authorized by the State of Washington.  

Tax revenue generated by new development in Downtown can be isolated and used to pay 

debt service on bonds issued to fund capital improvements in the area.  Potential investments 

could include: 

• Pedestrian improvements. 

• Expanded bike lanes and trails. 

• Streetscape improvements at select locations. 

• Community open space and park improvements. 

FINDINGS AND CONCLUSIONS 

1. Based on the results of the analysis, it’s likely that the development options will only 

be feasible with generous incentives such as the multifamily tax exemption, reduced 

or eliminated impact fees, and a write-down in the price of the land. 

2. While none of the cases achieve the target return under current assumptions, it’s 

possible that a prospective developer might find construction efficiencies and enjoy 

improved market conditions over time. 

3. If the project is required to replace existing parking on the site, that replacement 

should be provided in a surface configuration on a different site.   

4. Assumed market rents for apartment flats are somewhat speculative as there isn’t 

such a product in a mixed-use configuration in Puyallup at the present time.  The 

experience in popular urban neighborhoods in Tacoma provides evidence that there 

is likely demand in Puyallup.  For-sale townhouses are already an established 

product in the market presently. 

5. With increasing residential demand, it’s likely that gaps between necessary rents (to 

achieve feasibility) and market rents approximately 10% could be narrowed over a 

five-year development horizon. 

6. The use of the tax exemption program will enhance the feasibility of both options.  

The reduced operating costs under the 8-year exemption provides for a greater rate 

of return.  Under the 12-year program, the foregone income for the affordable units 

would offset the value of the lower operating costs.  

7. Cost premiums associated with soil conditions also affect financial performance.  

The cost of piles or stone columns as well as stormwater catchment basins increase 

projected development costs.  In the case of the catchment basins, the costs are 
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assumed based on building footprint.  Low density scenarios have high relative costs 

on this basis, as there are fewer units over which to spread the cost. 

8. Reduction of impact fees would enhance feasibility and make the area more 

attractive to developers.  Impact fees in Puyallup exceed $8,500 per residential unit, 

compared to no such fees in Tacoma. 

9. The City could also fund further public amenities Downtown to make the area more 

marketable and support higher rents.  Such investments could be funded through the 

Local Infrastructure Finance Tool (LIFT) program. 
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APPENDIX 1 

SUMMARY OF CBD CORE ZONE 

Intent and Purpose 

The intent and purpose of the CBD-Core zone is to focus civic, commercial, 

entertainment, cultural and urban residential uses into an intense, compact, walkable 

area served by public transit. The zone and any development standards or guidelines 

applicable to such zone should be liberally construed to enhance opportunities for 

significant and concentrated growth of office space, commercial space, and residential 

projects in the city core in order to achieve increased economic and urban activity levels 

within the zone, where public transit and civic amenities are more available and 

concentrated. This zone is specifically intended to permit higher density, larger, and 

taller buildings in order to develop the city’s core as a regional center with opportunities 

for high density residential uses, unique vistas of public spaces, nearby amenities such 

as recreational and shopping opportunities, or access to commuter rail and other transit. 

The zone should accommodate development projects with an intentional reduction in 

parking requirements and an increase in building scale to accommodate high density 

pedestrian-oriented development in this most accessible of zoning districts. The zone is 

also intended to provide large-scale planned development by public entities or through 

public-private partnerships which provide a clear community benefit. The zone is 

envisioned for innovative development meeting unique community needs. 

Appropriate commercial uses in the CBD and CBD-Core zones are those that promote 

a pedestrian shopping environment that minimizes the dependency on the automobile 

and encourages the use of mass transit by clustering a mix of uses that are accessible on 

foot. 
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Property Development Standards  

Minimum lot area per building site in square feet – 

Minimum lot width 30’ 

Minimum lot depth 70’ 

Minimum front yard setback Refer to PMC 

20.30.031 

Minimum rear yard setback 0 

Minimum interior side yard setback 0 

Minimum street side yard setback 0 

Minimum street frontage 30’ 

Minimum landscaped setback along any common boundary 

with property zoned RS, RM or PDR 

15’ 

Refer to PMC 

20.26.500 

Maximum lot coverage 100% 

Base building height 65' (five stories) 

Maximum building height, with bonuses (see PMC 20.30.032) N/A 

Maximum floor area ratio – 

http://www.codepublishing.com/WA/Puyallup/html/Puyallup20/Puyallup2030.html#20.30.031
http://www.codepublishing.com/WA/Puyallup/html/Puyallup20/Puyallup2026.html#20.26.500
http://www.codepublishing.com/WA/Puyallup/html/Puyallup20/Puyallup2030.html#20.30.032
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APPENDIX 2 

PRELIMINARY FEASIBILITY ANALYSIS 

SEPTEMBER 2018 

PURPOSE OF ANALYSIS 

Phase 2 of the Downtown Redevelopment Site planning study is intended to build on 

previous work to identify an updated development option that is financially feasible, 

physically possible, meets design/use objectives, and utilizes available incentive 

opportunities.  Allied 8 has identified 4 development options for the Cornforth Campbell 

property owned by the City of Puyallup.  This report provides a preliminary feasibility 

analysis of those four options.  Based on these results and discussions with the City and 

planning team, a final option will be identified and subjected to a “second round” analysis. 

DEVELOPMENT OPTIONS 

The four options are shown graphically, and the characteristics are summarized numerically 

on the following pages.  The four options all feature townhouses and a 3-story office/retail 

building on the thin west parcel, and mixed-use apartment/retail buildings on the larger east 

parcel.  The options differ in terms of the amount of parking provided (including the 

replacement of existing public parking), the overall density of the project, and parcelization 

of the site. 
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Figure 1. Option 1 Massing 

 

 

Figure 2. Option 2 Massing 
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Figure 3. Option 3 Massing 

 

 

Figure 4. Option 4 Massing 
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Table 1. Summary of Development Options 

 
  

Option 1. 

Replace Public 

Parking

Option 2. 

Replace Some 

Parking

Option 3.1 

Smaller Site 1

Option 3.2 

Smaller Site 2

Option 3 

Smaller Sites 

Combined

Option 4 

Denser 

Development

Footprint 65,135              65,135              36,874              28,261              65,135              65,135              

Residential Units

  Flats 132                   171                   80                     105                   185                   192                   

  Townhouse 8                       8                       8                       8                       8                       

  Total 140                   179                   88                     105                   193                   200                   

Building Area (sf)

  Residential

    Flats 102,000            130,000            66,000              79,000              145,000            147,200            

    Townhouse 16,800              16,800              16,800              -                    16,800              16,800              

    Subtotal 118,800            146,800            82,800              79,000              161,800            164,000            

  Retail 25,100              12,600              9,500                3,100                12,600              15,500              

  Office 6,200                6,200                6,200                -                    6,200                6,200                

Total 150,100            165,600            98,500              82,100              180,600            185,700            

Parking Provided

  Residential (Flats) 132                   171                   80                     105                   185                   192                   

  Retail 20                     9                       4                       1                       5                       13                     

  Office 5                       5                       4                       -                    4                       4                       

  Public 85                     42                     -                    -                    -                    -                    

  Extra 125                   4                       23                     27                     11                     

  Total 367                   227                   92                     129                   221                   220                   

Parking (sf) 97,000              75,000              32,000              45,400              77,400              78,000              

Total Square Feet 247,100            240,600            130,500            127,500            258,000            263,700            

Net Square Feet

  Residential

    Flats 82,600              106,400            53,500              66,200              119,700            118,450            

    Townhouse 16,800              16,800              16,800              -                    16,800              16,800              

  Retail 23,845              11,970              9,025                2,945                11,970              14,678              

  Office 5,580                5,580                5,580                -                    5,580                5,580                

Building Efficiency

  Residential

    Flats 81.0% 81.8% 81.1% 83.8% 82.6% 80.5%

    Townhouse 100.0% 100.0% 100.0% 100.0% 100.0%

  Retail 95.0% 95.0% 95.0% 95.0% 95.0% 94.7%

  Office 90.0% 90.0% 90.0% 90.0% 90.0%

Average Unit Size

  Flats 626                   622                   669                   630                   647                   617                   

  Townhouse 2,100                2,100                2,100                2,100                2,100                

Average Paking Stall 264                   330                   348                   352                   350                   355                   
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Several characteristics of the options have major consequences for the feasibility. 

 All options include structured parking above grade. The townhouses have their 

own garages at ground level.  The western office retail building would have 

parking in the structure to the east. 

 The first two options provide parking to replace existing surface parking.  In 

addition, Option 1 has a large amount of extra parking beyond what is required 

by code.   

 Options 3 and 4 also have extra parking.  The cost of the extra parking reduces 

the entrepreneurial return from those options. 
 The efficiency factor for the apartment flats in the east building varies from 

81% to 84%, all within a typical range of 80% to 85%.  A higher factor means 

more efficient use of space and more rentable area for a given amount of gross 

building area.   

 The average square feet of parking stalls is a measure of the efficiency of parking 

provided.  Option 1 parking is very efficient at 264 square feet per stall, while 

the other options have 330 to 355 square feet per stall. 

 The townhouses are large at 2,100 square feet each.  At this size, the townhouses 

are comparable in size to single family homes, and the sale price will exceed the 

average price of a home in Puyallup of $305,000 according to Zillow. 

KEY ASSUMPTIONS 

The feasibility methodology and assumptions have been described in the Phase 1 report.  

Assumptions that differ significantly from earlier assumptions are described below. 

• Construction costs have risen dramatically throughout the region.  Based on contacts 

with representatives of the development industry in the region, we have revised 

construction cost assumptions as follows: 

Mixed-use building $170 versus $135 in previous analysis. 

Above ground parking structure $85 per square foot versus $60 in previous 

analysis. 

• At the same time apartment rents have risen rapidly as well.  Potential rents in 

Downtown Puyallup are assumed at $2.25 per square foot per month, compared to 

$1.95 per square foot per month in the previous analysis.  The current estimate is 

based on a discount from rents in attractive urban neighborhoods like Proctor of 

$2.50 per square foot per month. 

• Townhouses are assumed to be for-sale rather than rent.  Assumed sale prices are 

assumed at $250 per square foot.  For a 2,100 square foot townhouse, the price would 



DOWNTOWN PUYALLUP SITES FEASIBILITY ANALYSIS 

PROPERTY COUNSELORS PAGE 26 

 

be $525,000.  If smaller townhouses were offered, prices would be more competitive 

with a single-family home.  The price of a 1,500 square foot town house would be 

$375,000. 

• Affordability levels for development incentives are based on median income in 

Pierce County and affordability factors established in State statutes.  For a one-

bedroom apartment, the affordable rent is $1.90 per square foot per month at 80% 

of median income.  For-sale townhouses are affordable at 115% of median income 

with a price of $525,000. 

FEASIBILITY RESULTS 

As described in the Phase 1 report, a project is considered feasible if the entrepreneurial 

profit, the difference between the value of the competed development and the cost of 

development, equals or exceeds 15% of the development cost.  The value of the completed 

project is calculated as the capitalized value of the income stream for a rental project, and 

the net proceeds of sale for a for-sale project.  The development cost is the sum of land 

acquisition, building construction, and soft costs.  Several cases are considered for each 

option reflecting a combination of incentives. 

The results of the analysis for Option 1 is summarized in Table 2. 

Table 2. Feasibility Results Option 1 

 

 
 

The results can be further summarized as follows: 

• The base case has a negative rate of return.  Development costs exceed the project 

value. 

Base MFTE 8 year MFTE 12 year

MFTE 8 year No 

Impact Fees

8 yr No Impact 

Fees No extra 

Pkg.

8 yr No Impact 

Fees No extra 

Pkg. No Land 

Cost

Description

Site Area (SF) 65,135                65,135                65,135                65,135                65,135                65,135                

Gross Building Area (SF)

  Residential 118,800              118,800              118,800              118,800              118,800              118,800              

  Commercial 31,300                31,300                31,300                31,300                31,300                31,300                

Residential Units 140                     140                     140                     140                     140                     140                     

Parking Spaces 367                     367                     367                     367                     242                     242                     

Estimated Capital Investment

Land Acquisition $1,954,050 $1,954,050 $1,954,050 $1,954,050 $1,954,050 $0

Construction 36,086,815         36,086,815         36,086,815         36,086,815         33,281,815         33,281,815         

Soft Costs 12,315,562         12,315,422         12,315,422         10,775,863         9,990,463           9,990,463           

Total $50,356,427 $50,356,287 $50,356,287 $48,816,728 $45,226,328 $43,272,278

Financial Performance

Annual Operating Income $2,312,429 $2,428,069 $2,411,714 $2,428,069 $2,278,069 $2,278,069

Capitalized Value $43,131,258 $45,444,058 $45,116,962 $45,444,058 $42,444,058 $42,444,058

Sales Proceeds $3,864,000 $4,018,560 $4,095,840 $4,018,560 $4,018,560 $4,018,560

Total Completed Value $46,995,258 $49,462,618 $49,212,802 $49,462,618 $46,462,618 $46,462,618

Entrepreneurial Return ($3,361,169) ($893,669) ($1,143,485) $645,889 $1,236,289 $3,190,339

Return as Percent of Investment -6.67% -1.77% -2.27% 1.32% 2.73% 7.37%
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• With use of the Multifamily Tax Exemption (MFTE) program, the return 

approaches a positive level, but the value still falls short of the cost. 

• The return under the 8-year tax exemption is greater than the return under the 12-

year exemption because the value of the foregone income for affordable units 

exceeds the value of the reduced operating costs for the additional four years. 

• With elimination of impact fees, the return becomes positive but still short of the 

target 15% rate.  The elimination of fees reduces soft costs. 

• The townhouse and commercial potions exceed the 15% targets under favorable 

incentive cases. 

• The cost of the public parking is a burden under these assumptions, although the 

parking efficiency does reduce the effective parking cost. 

• The assumed land price of $2 million is much less than the $6 million cost of the 

public parking, so a write-down is not enough to offset the cost of providing the 

replacement parking. 

The results of the analysis for Option 2 is summarized in Table 3. 

Table 3. Feasibility Results Option 2 
 

 
 

The results can be further summarized as follows: 

Base MFTE 8 year MFTE 12 year

MFTE 8 year No 

Impact Fees

8 yr No Impact 

Fees No extra 

Pkg. No Land 

Cost

Description

Site Area (SF) 65,135                65,135                65,135                65,135                65,135                

Gross Building Area (SF)

  Residential 146,800              146,800              146,800              146,800              146,800              

  Commercial 18,800                18,800                18,800                18,800                18,800                

Residential Units 179                     179                     179                     179                     179                     

Parking Spaces 227                     227                     227                     227                     227                     

Estimated Capital Investment

Land Acquisition $1,954,050 $1,954,050 $1,954,050 $1,954,050 $0

Construction 36,967,335         36,967,335         36,967,335         36,967,335         36,967,335         

Soft Costs 13,055,920         13,055,741         13,055,741         11,338,878         11,338,878         

Total $51,977,305 $51,977,126 $51,977,126 $50,260,263 $48,306,213

Financial Performance

Annual Operating Income $2,240,903 $2,389,863 $2,368,795 $2,389,863 $2,389,863

Capitalized Value $42,947,608 $45,926,808 $45,505,464 $45,926,808 $45,926,808

Sales Proceeds $3,864,000 $4,018,560 $4,095,840 $4,018,560 $4,018,560

Total Completed Value $46,811,608 $49,945,368 $49,601,304 $49,945,368 $49,945,368

Entrepreneurial Return ($5,165,697) ($2,031,758) ($2,375,822) ($314,895) $1,639,155

Return as Percent of Investment -9.94% -3.91% -4.57% -0.63% 3.39%
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• The base case has a negative rate of return.  Development costs exceed the project 

value. 

• This option performs worse than Option 1.  While there is less public parking 

offered, the parking is much less efficient and affects the feasibility of all uses.   

• With use of the MFTE program, the return improves, but the value still falls short 

of the cost. 

• The return under the 8-year tax exemption is greater than the return under the 12-

year exemption because the value of the foregone income for affordable units 

exceeds the value of the reduced operating costs for the additional four years. 

• With elimination of impact fees, the return is still negative. 

• The townhouse and commercial potions exceed the 15% targets under favorable 

incentive cases. 

• The cost of the public parking is a burden under these assumptions, particularly 

with the lower parking efficiency. 

• The assumed land price of $2 million is greater than the $1.5 million cost of the 

public parking, so a write-down could offset the cost of providing the replacement 

parking, but the overall project doesn’t meet target return requirements 

The results of the analysis for Option 3.1 is summarized in Table 4. 

 

Table 4. Feasibility Results Option 3.1 
 

 

Base MFTE 8 year MFTE 12 year

MFTE 8 year No 

Impact Fees

8 yr No Impact 

Fees No extra 

Pkg.

8 yr No Impact 

Fees No extra 

Pkg. No Land 

Cost

Description

Site Area (SF) 36,874                36,874                36,874                36,874                36,874                36,874                

Gross Building Area (SF)

  Residential 82,800                82,800                82,800                82,800                82,800                82,800                

  Commercial 15,700                15,700                15,700                15,700                15,700                15,700                

Residential Units 88                       88                       88                       88                       88                       88                       

Parking Spaces 92                       92                       92                       92                       88                       88                       

Estimated Capital Investment

Land Acquisition $1,106,220 $1,106,220 $1,106,220 $1,106,220 $1,106,220 $0

Construction 20,341,763         20,341,763         20,341,763         20,341,763         20,229,763         20,229,763         

Soft Costs 7,085,250           7,085,162           7,085,162           6,175,663           6,144,303           6,144,303           

Total $28,533,233 $28,533,145 $28,533,145 $27,623,646 $27,480,286 $26,374,066

Financial Performance

Annual Operating Income $1,232,339 $1,307,239 $1,296,646 $1,307,239 $1,302,439 $1,302,439

Capitalized Value $23,091,096 $24,589,096 $24,377,236 $24,589,096 $24,493,096 $24,493,096

Sales Proceeds $3,864,000 $4,018,560 $4,095,840 $4,018,560 $4,018,560 $4,018,560

Total Completed Value $26,955,096 $28,607,656 $28,473,076 $28,607,656 $28,511,656 $28,511,656

Entrepreneurial Return ($1,578,137) $74,511 ($60,069) $984,010 $1,031,370 $2,137,590

Return as Percent of Investment -5.53% 0.26% -0.21% 3.56% 3.75% 8.10%
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The results can be further summarized as follows: 

• The base case has a negative rate of return.  Development costs exceed the project 

value. 

• This option performs better than Options 1 or 2.  The townhouse and commercial 

potions are a larger share of the total project and pull the return up. Also, there is 

no public parking offered.  However, the cost of parking for the other uses is still 

relatively high and affects the feasibility of those uses. 

• With use of the MFTE program, the value approaches the cost, but still falls well 

short of the 15% target return. 

• The return under the 8-year tax exemption is greater than the return under the 12-

year exemption because the value of the foregone income for affordable units 

exceeds the value of the reduced operating costs for the additional four years. 

• With elimination of impact fees, the return becomes positive. 

• The townhouse and commercial potions exceed the 15% targets under favorable 

incentive cases. 

The results of the analysis for Option 3.2 is summarized in Table 5. 

 

Table 5. Feasibility Results Option 3.2 
 

 
 

The results can be further summarized as follows: 

Base MFTE 8 year MFTE 12 year

MFTE 8 year No 

Impact Fees

8 yr No Impact 

Fees No extra 

Pkg.

8 yr No Impact 

Fees No extra 

Pkg. No Land 

Cost

Description

Site Area (SF) 28,261                28,261                28,261                28,261                28,261                28,261                

Gross Building Area (SF)

  Residential 79,000                79,000                79,000                79,000                79,000                79,000                

  Commercial 3,100                  3,100                  3,100                  3,100                  3,100                  3,100                  

Residential Units 105                     105                     105                     105                     105                     105                     

Parking Spaces 129                     129                     129                     129                     106                     106                     

Estimated Capital Investment

Land Acquisition $847,830 $847,830 $847,830 $847,830 $847,830 $0

Construction 19,007,572         19,007,572         19,007,572         19,007,572         18,363,572         18,363,572         

Soft Costs 6,890,100           6,889,995           6,889,995           5,964,239           5,783,919           5,783,919           

Total $26,745,502 $26,745,397 $26,745,397 $25,819,641 $24,995,321 $24,147,491

Financial Performance

Annual Operating Income $1,203,669 $1,296,349 $1,283,241 $1,296,349 $1,268,749 $1,268,749

Capitalized Value $23,764,150 $25,617,750 $25,355,598 $25,617,750 $25,065,750 $25,065,750

Sales Proceeds $0 $0 $0 $0 $0 $0

Total Completed Value $23,764,150 $25,617,750 $25,355,598 $25,617,750 $25,065,750 $25,065,750

Entrepreneurial Return ($2,981,352) ($1,127,647) ($1,389,799) ($201,891) $70,429 $918,259

Return as Percent of Investment -11.15% -4.22% -5.20% -0.78% 0.28% 3.80%
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• The base case has a negative rate of return.  Development costs exceed the project 

value. 

• This option performs worse than Options 1, 2, or 3.1.  There is no townhouse 

element to improve the overall return. 

• With use of the MFTE program, the return improves, but is still negative.  

• The return under the 8-year tax exemption is greater than the return under the 12-

year exemption because the value of the foregone income for affordable units 

exceeds the value of the reduced operating costs for the additional four years. 

• With elimination of impact fees, the return is still negative. 

The results of the analysis for Option 4 is summarized in Table 6. 

 

Table 6. Feasibility Results Option 4 
 

 
 

The results can be further summarized as follows: 

• The base case has a negative rate of return.  Development costs exceed the project 

value. 

• This option performs somewhat like Option 2.  While there is no public parking 

offered, the parking is much less efficient and affects the feasibility of all uses.  

Further, the additional density means more apartment use which performs the 

worst. 

Base MFTE 8 year MFTE 12 year

MFTE 8 year No 

Impact Fees

8 yr No Impact 

Fees No extra 

Pkg.

8 yr No Impact 

Fees No extra 

Pkg. No Land 

Cost

Description

Site Area (SF) 65,135                65,135                65,135                65,135                65,135                65,135                

Gross Building Area (SF)

  Residential 164,000              164,000              164,000              164,000              164,000              164,000              

  Commercial 21,700                21,700                21,700                21,700                21,700                21,700                

Residential Units 200                     200                     200                     200                     200                     200                     

Parking Spaces 220                     220                     220                     220                     209                     209                     

Estimated Capital Investment

Land Acquisition $1,954,050 $1,954,050 $1,954,050 $1,954,050 $1,954,050 $0

Construction 40,159,335         40,159,335         40,159,335         40,159,335         39,851,335         39,851,335         

Soft Costs 14,387,345         14,387,145         14,387,145         12,457,315         12,371,075         12,371,075         

Total $56,500,730 $56,500,530 $56,500,530 $54,570,700 $54,176,460 $52,222,410

Financial Performance

Annual Operating Income $2,469,321 $2,635,151 $2,611,698 $2,635,151 $2,621,951 $2,621,951

Capitalized Value $47,232,246 $50,548,846 $50,079,784 $50,548,846 $50,284,846 $50,284,846

Sales Proceeds $3,864,000 $4,018,560 $4,095,840 $4,018,560 $4,018,560 $4,018,560

Total Completed Value $51,096,246 $54,567,406 $54,175,624 $54,567,406 $54,303,406 $54,303,406

Entrepreneurial Return ($5,404,484) ($1,933,124) ($2,324,906) ($3,294) $126,946 $2,080,996

Return as Percent of Investment -9.57% -3.42% -4.11% -0.01% 0.23% 3.98%
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• With use of the MFTE program, the return improves, but the value still falls short 

of the cost. 

• The return under the 8-year tax exemption is greater than the return under the 12-

year exemption because the value of the foregone income for affordable units 

exceeds the value of the reduced operating costs for the additional four years. 

• With elimination of impact fees, the return becomes positive. 

• The townhouse and commercial potions exceed the 15% targets under favorable 

incentive cases. 

PRELIMINARY CONCLUSIONS 

The results support several conclusions that should inform the selection of a “second round” 

of analysis. 

• A mixed-use project of the kind considered in all the options will be a pioneering 

project and will require a developer to demonstrate a new product in the local market 

place. 

• The levels of apartment rent necessary to support such a project even with incentives 

will approach the current levels in the most attractive urban areas in the county.  This 

is not unrealistic over the next development cycle. 

• The cost of parking is a major determinant of feasibility.  There are three dimensions 

of this factor: the project can’t support the cost of replacement public parking in a 

structure; the project shouldn’t include any “extra parking beyond what is required 

for the other uses; and any parking structure should be designed to approach the 

efficiency levels (square feet per parking space) of Option 1 rather than the other 

options. 

• The townhouse uses on the western parcel can be a positive contributor to the overall 

feasibility of the project and provide owner-occupied housing.  Smaller townhouse 

units should be considered to provide a product that is more competitive in price 

with single family housing in Puyallup. 

• The breakup of the site into multiple parcels can attract a wider range of potential 

developers.  There is no apparent penalty for the smaller sites in terms of reduced 

efficiency for either parking or residential uses.   Further, if the property were 

developed by multiple developers, they could still choose to cooperate in building 

and operating ground level parking. 

 

 


