
 

 

T E C H N I C A L  M E M O R A N D U M  

To: City of Sausalito 

CC: M-Group 

From: Jason Moody and Ashleigh Kanat 

Subject: Economic Development/Redevelopment Feasibility of 
Regulatory Alternatives in the Marinship; EPS#161159 

Date: August 23, 2019 

This memorandum evaluates the potential (re-) development feasibility 
of prospective light industrial, office/R&D, retail/service, and live/work 
uses in Sausalito’s Marinship neighborhood based on a range of zoning 
and regulatory alternatives. It has been prepared by Economic & 
Planning Systems, Inc. (EPS) as part of a consultant team hired by the 
City and led by M-Group to update the City’s General Plan. 

The future of the Marinship should reflect the community’s vision for this 
special area, building upon the unique, waterfront setting, the rich 
shipbuilding history, the thriving artist culture, the specialized maritime 
activities, its strong fiscal contribution to citywide revenues, and 
emerging economic opportunities. The economic analysis is not the only 
answer, but it is one lens that highlights how modifications to various 
regulatory and/or zoning requirements may help address ongoing issues 
of fiscal sustainability and infrastructure investment issues facing the 
area (and the City) in the coming decades. 

The intent of this economic analysis is to help provide a framework and 
a modeling tool for thinking about opportunities and tradeoffs the 
community will need to grapple with in developing a vision for the 
Marinship. More specifically, the analysis is designed to provide a 
general indication of what regulatory “levers” (e.g., floor area ratio 
(FAR), allowed uses, parking requirements) the City can consider to 
improve the attractiveness of specific building prototypes from the 
perspective of property owners, business operators, and/or prospective 
real estate developers.  

The conclusions are based on readily available information and project 
assumptions applied to a set of hypothetical and relatively generic 
development prototypes. This analysis is intentionally non-specific about 
any single property; instead, the actual performance and outcome of a 
particular property or project will depend on a variety of factors that 
cannot be known for certain in advance, including project design and 
entitlement considerations, actual development costs, financing terms, 
and macro-economic trends.  
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I .  Mar ins h ip  C ontex t  

Based on an analysis of existing conditions by the M-Group, the Marinship consists of more than 
225 acres of land, approximately 100 parcels (96 unique Assessor Parcel Numbers (APNs) and 
108 parcels, including split parcels), and more than 1.3 million square feet of developed square 
feet. Of the total square footage of developed space, approximately 30 percent is office/R&D, 20 
percent is retail/service, 17 percent is light industrial, not quite 2 percent is live/work, and the 
rest is publicly-owned.  

Figure 1 demonstrates that the existing development in the Marinship is built at a relatively low 
intensity; more than one-half of the Marinship is developed at an FAR of 0.25 or lower.  The 
average FAR of the entire area is 0.13.  This number needs to be interpreted in context, 
however, as a number of the waterfront parcel boundaries extend into the bay. This means that 
a portion of their parcel land areas (from which FAR is derived) is underwater and cannot be 
developed, causing reported FARs to be lower than they would be if only the buildable land area 
was counted.  

Figure 1 FAR Distribution of Marinship Parcels 

Sources: Current Land Uses from City of Sausalito Community Development Dept. "Marinship Business and Land 
Use Inventory Report" (March 2011); Parcel and building footprint data from Marin County Open Data (March 
2017); M-Group; Economic & Planning Systems, Inc. 
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The 225 acres is owned by approximately 61 unique landowners, as shown in Figure 2. The 
majority of the Marinship area (60 percent) is owned by just six owners (two public and four 
private). The remaining 40 percent of the area is spread among 55 different owners.  

Figure 2 Marinship Square Footage by Ownership 

 

Sources: Sources: Current Land Uses from City of Sausalito Community Development Dept. "Marinship Business 
and Land Use Inventory Report" (March 2011); Parcel and building footprint data from Marin County Open Data 
(March 2017); M-Group; Economic & Planning Systems, Inc. 

 

I I .   Ana ly t i ca l  F ramework  

For the purposes of this analysis, development feasibility is defined as a project that is likely to 
generate a level of financial return typically needed to sustain existing businesses and attract 
interest/investment in the real estate industry.  It is evaluated using a development pro forma 
model that simulates the expected cash-flow from a defined building prototype (i.e., an office or 
retail project). 

Residual Land Value 

As a proxy for development feasibility, EPS has estimated the likely residual land value for 
several building prototypes: light industrial, office/R&D, retail/service, and live/work.  Residual 
land value is defined as the difference between total project development costs (including profit 
but excluding land costs) and the market value of the finished product. Residual land value can 
provide an indication of what a real estate investor/developer might be willing to pay for vacant 
land assuming the type of project under consideration can be built. 
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More specifically, a negative residual land value is a signal that the potential revenue opportunity 
is insufficient to justify the development costs, much less support land acquisition. A positive 
residual land value indicates some degree of feasibility. Whether the project is truly “feasible” 
will vary depending on the particular motives of the land owner and/or developer. For example, if 
the residual land value is positive, but just barely, a current land/business owner may be 
incentivized to reinvest in the property in the form of tenant improvements. A more robust 
positive residual land value, if it is sufficient to acquire land, may interest a real estate 
investor/developer. Any residual land value beyond what is needed for land acquisition may 
indicate potential capacity to support future infrastructure financing; however, this analysis does 
not estimate that potential capacity as that would require an analysis of each parcel.  

While a residual land value analysis is the industry-accepted modeling framework for evaluating 
development feasibility, it is important to remember that an existing land owner who operates 
his/her own business onsite may have a different perspective on feasibility. Feasibility for an 
owner/user may be better evaluated with a business cash flow analysis, tailored to each 
business. Similarly, any specific circumstances related to tax credits or other project-specific 
financing assumptions are not considered here. Such an analysis is beyond the scope of this 
study. 

Summary of Scenarios 

Each building prototype is evaluated under four development or redevelopment scenarios to help 
shed light on current opportunities that may exist in the context of the current regulatory 
environment as well as future opportunities. These scenarios have been defined to test the 
economic implications of critical land use parameters that are important to the planning process, 
including land use type, allowable uses, density, and parking requirements, among others. Note 
that the City’s Fair Traffic Initiative precludes changes to allowable FARs in the Marinship, so 
these scenarios are for information and context only. 

The four scenarios are described below and summarized in Table 1: 

Existing (As Built) 

The Existing, or “As Built,” scenario is evaluated for two reasons: 1) to have a baseline against 
which to compare the other scenarios; and 2) to understand whether the economics of the “as 
built” building prototypes would support development under current market conditions.  

M-Group’s analysis of the existing development indicate that the FARs of existing development in 
the W zone are effectively understated because many of the parcels in the W zone include lot 
area that is undevelopable because it is underwater. For this reason, to better reflect existing 
development densities, the FARs in the I zone are used in the Existing scenario. 

The rents used in this scenario are based on current rents (through July of 2019) in the 
Marinship, as reported by CoStar Group. 

Allowable FAR 

The Allowable FAR scenario is intended to answer the question of whether the differences 
between existing densities and allowed densities are sufficient to incentivize a property owner to 
incur the redevelopment costs that would be required in order to achieve higher income 
associated with more leasable space. The rents used in this scenario are the same as those used 
in the Existing “As Built” scenario because the only change the scenario is evaluating is FAR.  
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In the case of the office/R&D and retail/service building prototypes, it appears that, on average, 
the existing development exceeds the allowable FAR (i.e., what is there would not be permitted 
today). Consequently, for these uses it is likely that only a few, if any, of the properties in the 
Marinship would have a financial incentive to develop new space.  

In the case of live/work, the Allowable FAR scenario does not apply as this use is not currently 
allowed. Only the light industrial prototype appears to have significant new development 
potential under the maximum allowable FAR, that is, only with the light industrial prototype is 
there enough of a difference between the existing “as built” FARs and maximum allowable FARs 
to make a meaningful difference.  

Use Change 

The Use Change scenario assumes investment of tenant improvements to ready the existing 
space for higher-rent-paying tenants but no net new leasable square feet. This scenario is 
intended to answer the question of whether a property owner would incur the tenant 
improvement costs to achieve higher income associated with a higher-paying tenant if uses were 
not restricted. The rents used in this scenario are “aspirational” in the sense that the analysis is 
demonstrating the rent premium that may be achievable if use restrictions were to be relaxed. In 
most cases, office rents of $60/sq.ft. per year are used as the “proxy” rents in this scenario, 
which can only be achieved if use restrictions are modified and property owners make 
commensurate improvements to the property. As explained below, in the case of live/work, the 
Use Change scenario is not evaluated.  

Increased FAR 

The Increased FAR scenario increases the allowable FAR, as high as is achievable, before hitting 
up against site capacity constraints. There are two primary site capacity constraints that the 
analysis takes into consideration: lot area that is encumbered with circulation infrastructure 
(e.g., roadways) and on-site parking requirements. In some cases, as much as one-quarter of 
the lot area is unavailable for development/redevelopment because it is traversed by a road. 
While this does not affect every parcel in the same way or to the same extent, the model 
assumes that 20 percent of the lot area may not be available. 

The onsite parking requirements also affect the Increased FAR scenario. For example, as the 
developed square footage increases (with FAR increases), the number of parking spaces also 
increases. The model assumes all development must comply with the parking requirements and 
that all parking will be provided on-site as surface space. At a certain point, any increases to 
allowable FAR cannot be parked on-site, and this site capacity constraint is what limits the FAR 
increase. This scenario includes a “fit test” to make sure the developable lot area, the structure 
coverage, and the required parking are all compatible.  The rents used in this scenario are higher 
than in the Existing “As Built” scenario because the quality of the space is improved through the 
redevelopment process, but not as high as if use restrictions were relaxed.  

 



Technical Memorandum August 23, 2019 
Development/Redevelopment Feasibility of Regulatory Alternatives in the Marinship Page 6 

 
 

Z:\Shared\Projects\Oakland\161000s\161159SausalitoGP\Waterfront Analysis\161159_Marinship Feasibility_2019Aug23.docx 

Table 1 Summary of Scenarios and Key Assumptions  

 
 
 

Light Industrial 
Floor Area Ratio (FAR) 0.23 Floor Area Ratio (FAR) 0.40 Floor Area Ratio (FAR) 0.23 Floor Area Ratio (FAR) 0.44
Parking Req. (per 1,000 sq.ft.) 2.2 Parking Requirement 2.2 Parking Requirement 3.3 Parking Requirement 2.2
Annual Rents (per sq.ft.) $30 Annual Rents (per sq.ft.) $30 Annual Rents (per sq.ft.) $60 Annual Rents (per sq.ft.) $45

Office/R&D
Floor Area Ratio (FAR) 0.31 Floor Area Ratio (FAR) 0.15 Floor Area Ratio (FAR) 0.31 Floor Area Ratio (FAR) 0.47
Parking Req. (per 1,000 sq.ft.) 3.3 Parking Req. (per 1,000 sq.ft.) 3.3 Parking Req. (per 1,000 sq.ft.) 3.3 Parking Req. (per 1,000 sq.ft.) 3.3
Annual Rents (per sq.ft.) $50 Annual Rents (per sq.ft.) $50 Annual Rents (per sq.ft.) $60 Annual Rents (per sq.ft.) $55

Retail/Service
Floor Area Ratio (FAR) 0.33 Floor Area Ratio (FAR) 0.15 Floor Area Ratio (FAR) 0.33 Floor Area Ratio (FAR) 0.47
Parking Req. (per 1,000 sq.ft.) 2.0 Parking Req. (per 1,000 sq.ft.) 2.0 Parking Req. (per 1,000 sq.ft.) 3.3 Parking Req. (per 1,000 sq.ft.) 2.0
Annual Rents (per sq.ft.) $30 Annual Rents (per sq.ft.) $30 Annual Rents (per sq.ft.) $60 Annual Rents (per sq.ft.) $45

Live/Work
Floor Area Ratio (FAR) 0.40 Floor Area Ratio (FAR) Floor Area Ratio (FAR) Floor Area Ratio (FAR) 0.78
Parking Req. (per 1,000 sq.ft.) 1.5 Parking Req. (per 1,000 sq.ft.) Parking Req. (per 1,000 sq.ft.) Parking Req. (per 1,000 sq.ft.) 1.5
Annual Rents (per sq.ft.) $36 Annual Rents (per sq.ft.) Annual Rents (per sq.ft.) Annual Rents (per sq.ft.) $60

n/a n/a

Note: Allowable FAR under Office/R&D 
and Retail/Service is not meaningful 
because FAR of existing development 
exceeds allowable.

Note: Use change under office/R&D is 
not meaningful because Office/R&D 
rents are the proxy for highest 
achievable rents.  

Existing (As Built) Allowable FAR Use Change Increased FAR

Seeking to answer: would a property 
owner build this use at this density 
today given achievable rents?

Seeking to answer: would a property 
owner incur the redevelopment costs to 
achieve higher income associated with 
more leasable space? 

Seeking to answer: would a property 
owner incur the tenant improvement 
costs to achieve higher income 
associated with a higher-paying 
tenant? 

Seeking to answer: Would a FAR 
increase incentivize a property owner 
to incur the redevelopment costs to 
achieve higher income associated with 
more leasable space? 
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Table 2 provides an illustrative definition of the type of space contemplated for each of the 
prototypes and includes several examples of the types of businesses that could occupy the 
space. This list is not exhaustive. 

Table 2 Summary of Potential Uses by Prototype  

 

 

Light Industrial

Light industrial space is characterized by single-story, larger, contiguous floorplates, with connections that 
can accommodate higher demand for utilities (e.g., power, water pressure). Uses may generate noise and/or 
dust/debris; roll-up doors may allow for increased natural light and ventilation. While there may be some 
customer-generated trips, most trips would be from employees and deliveries. Light industrial uses may 
create adjacency conflicts. Example business types may include but are not limited to the following:

→ Marine-oriented Construction and Repair 
→ Recording Studios
→ Textiles (Manufacturing)
→ Storage
→ Print Shops
→ Yacht/Boat Charters

Office/R&D

Office/R&D space may reflect traditional office floorplates, but are trending towards more open floorplates 
that are more suited to creative and R&D-type uses. This building type lends itself to multiple stories if zoning 
allows. Information and technology connections and capacity are available and finishes and fixtures will be of 
sufficient design and quality to attract tenants. While there may be some customer-generated trips, most trips 
would be from employees. Example business types may include but are not limited to the following:

→ Financial/Accounting Offices
→ Creative Design/Marketing Agencies
→ Technology Companies
→ Architects/Engineers
→ Business Consulting

Retail/Service

Retail/service space may be stand-alone or ancillary to another primary building type. Retail uses tend to 
require single stories and larger floorplates and may require more parking to accommodate customers. 
 Example business types may include but are not limited to the following:

→ Ancillary space part of a light industrial or office use
→ Beauty Shops/Salons/Spas
→ Restaurants
→ Grocery Stores
→ Retail Stores (e.g., tangible goods such as books, jewelry, bikes, etc.)
→ Medical Offices

Live/Work

Live/work space may mimic either office/R&D or light industrial spaces in terms of building type but will 
include habitable space for sleeping, eating, bathing, etc. This space does not typically generate a lot of trips; 
most trips would be from residents and their guests. Live/work space is often attractive to artists.

→ Art Studios



Technical Memorandum August 23, 2019 
Development/Redevelopment Feasibility of Regulatory Alternatives in the Marinship Page 8 

 
 

Z:\Shared\Projects\Oakland\161000s\161159SausalitoGP\Waterfront Analysis\161159_Marinship Feasibility_2019Aug23.docx 

It should be noted that the financial feasibility thresholds for an owner-user (e.g., current 
land/property owners in the Marinship) may vary significantly from those presented herein.  For 
example, owner-users are generally less focused on the financial returns from a real estate 
investment per se given their chief goal of creating suitable workspace for their primary line of 
business.   

It is important to note that the building prototypes and related financial assumptions presented 
herein are relatively generic. Actual building design and resulting financial outcomes will be 
affected by variety of factors that have not been considered in detail at this point and remain 
subject to a high degree of uncertainty.  These include, without limitation, site conditions, 
existing uses that are “grandfathered” or otherwise inconsistent with current zoning, land use 
and building design, as well as business cycle considerations.   

It is also important to recognize that while the financial analysis assumes a vacant one-acre site, 
almost all of the parcels in the Marinship contain existing development.  Accordingly, the cost of 
“buying out” or demolishing these existing uses would also need to be factored into the analysis 
of any particular project and could vary significantly depending on specific circumstances.   
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I I I .  Key  F ind ings  

The results from this initial development feasibility analysis are summarized in Tables 3 through 
6 and briefly described below.  Detailed calculations are provided in Appendix A.   

1. The analysis of the existing development in the Marinship highlights several 
important factors currently affecting property owner financial motivations and (re-) 
development feasibility.  

The analysis of the Existing “As Built” scenario establishes a baseline against which to 
compare the other scenarios and helps explain, in part, the development and investment 
patterns (or lack thereof) observable in the Marinship. For example, on average, the existing 
office/R&D and retail development exceeds the allowable FAR in both in the Industrial (I) 
zone and the Waterfront (W) zone. A property owner with current FAR in excess of what 
would be allowed today will not be economically motivated to apply for permits/approvals 
that might jeopardize his/her “existing/non-conforming” status. The analysis of existing 
conditions also highlights how many of the privately-owned parcels in the Marinship are 
constrained by circulation infrastructure, such as roadways. Sometimes as much as 26 
percent of a parcel is a private street, though the average ranges from 16 percent to 26 
percent. At the same time, there are a few parcels that are not encumbered in this way.  

2. Of the four building prototypes evaluated, only the office/R&D and the live/work 
prototypes command rents that would support development at densities consistent 
with the Existing “As Built” scenarios.  

At existing FARs and given current rents, the office/R&D and live/work prototypes generate 
positive residual land values and, therefore, may be attractive from a real estate 
development perspective. Notably, the “As Built” density far exceeds the allowed density for 
office/R&D, so the current regulatory context would not permit new development consistent 
with existing densities. Similarly, the live/work prototype is not currently permitted at any 
density, so new development consistent with what is there now would not be allowed. 

3. For the light industrial and retail/service building prototypes, the analysis indicates 
that there is no financial incentive (i.e., the residual land value is negative) to 
develop at the current allowable densities.  

The analysis indicates that not only do the light industrial and retail prototypes show a 
negative residual land value under the Existing “As Built” scenario, the additional FAR that 
could be achieved under the Allowable FAR scenario is not sufficient to incentivize 
redevelopment of the property. As noted previously, this does not necessarily mean that a 
specific property owner/user would not have a business incentive to invest in site and/or 
tenant improvements, but that would have to be evaluated on a case-by-case basis. 

4. In general, relaxing the use restrictions drives value more than increasing the FAR 
allowances, in part because increases to the allowable FAR are limited by the 
parking requirements. 

The Use Change scenario affects the value of the real estate in large part because increased 
rents can be realized without all new construction; rather, the analysis is framed to reflect 
tenant improvements to ready the space for a new user, which, even if substantial, are not 
as costly as new construction. That said, increasing FAR is often an important driver of value. 
In the case of the Marinship, and as noted above, the analysis assumes all development must 
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comply with the parking requirements and that all parking will be provided on-site as surface 
space. At a certain point, any increases to allowable FAR cannot be parked on-site, and this 
site capacity constraint is what limits the FAR increase.  Easing/waiving parking requirements 
could change this relationship.  

In the case of the live/work prototype, the Use Change scenario is not evaluated for two 
reasons: 1) the building type does not lend itself to a superficial use change in the same way 
that light industrial or retail may; and, 2) the “aspirational” rents for live/work are not 
materially different than the proxy rents used for the other use change scenarios and, 
therefore, do not warrant further detailed analysis. 

5. Of those building prototypes and under those scenarios in which a positive residual 
land value is generated, it is important to realize that these values still may not be 
large enough to incentivize development given site acquisition costs and the need to 
“buy-out” existing, economically viable buildings.
At the same time, the economic motivations of an owner-user can deviate substantially from 
those of a typical real estate developer because they are driven by a broader range of 
business considerations with significant implications on the “bottom-line.” These include, 
without limitation, existing business relationships, employee commute patterns, relocation 
costs, among others. While a residual land value analysis is the industry-accepted modeling 
framework for evaluating development feasibility generally, a business cash flow analysis 
would be an alternative way of thinking about investment feasibility for an existing land 
owner who operates his/her own business onsite.

6. While the economic challenges facing the Marinship could potentially be overcome 
through comprehensive urban design and infrastructure investment that improves 
existing circulation and parking to accommodate additional development, this would 
require a strategic public-private partnership between the City and existing 
property owners to effectively activate required land use policy changes and 
financial resources.
This economic analysis focuses on the independent actions a single property owner might 
consider under alternative regulatory and market scenarios, but an effective public-private 
partnership could yield more significant opportunities for value creation. The form of such a 
partnership could include planning for the area (e.g., the current General Plan update 
process) and/or could include City support of land-based public financing tools, such as 
Community Facilities Districts, Special Assessment Districts, parcel taxes, etc. Several options 
are described in more detail on pages 17 – 20. The multitude of land owners in the area and 
the fact that much of the circulation infrastructure is privately-owned may complicate 
implementation of a strategic/comprehensive project area development and urban design 
program.
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Table 3 Light Industrial Summary of Initial Development Feasibility Results 

 

  

Project Parameters Amount Amount Amount Amount

Development Program
Gross Land Area (acres) 1.000 1.000 1.000 1.000
Gross Land Area (sq. ft.) 43,560 43,560 43,560 43,560
Floor Area Ratio (Excluding Parking) 0.23 FAR 0.40 FAR 0.23 FAR 0.44 FAR
Gross Building Area (sq. ft.) 10,019          17,424          10,019          19,166          
Number of Stories 1      Floors 1      Floors 1      Floors 1      Floors
Lot Coverage (sq. ft.) 23% Net to Gross 40% Net to Gross 23% Net to Gross 44% Net to Gross 19,166
Leasable Area (sq. ft.) 85% Efficiency Ratio 8,516            85% Efficiency Ratio 14,810          85% Efficiency Ratio 8,516            85% Efficiency Ratio 16,291          
Parking Spaces (Surface) 2.2 spaces / 1,000 GSF 22                 2.2 spaces / 1,000 GSF 39                 3.3 spaces / 1,000 GSF 33                 2.2 spaces / 1,000 GSF 43                 
Parking Spaces (sq.ft.) 350.0 sq.ft. / space 7,700            350.0 sq.ft. / space 13,650          350.0 sq.ft. / space 11,550          350.0 sq.ft. / space 15,050          

Total Development Costs $4,263,153 $6,218,667 $1,516,886 $6,678,788

Market Value $2,875,126 $5,000,219 $6,229,439 $8,250,361

Residual Land Value (per acre) ($1,221,000) ($1,072,000) $4,147,000 $1,383,000

Sources: City of Sausalito; M-Group; CoStar Group; Discussions with Marinship property owners and tenants; Economic & Planning Systems, Inc.

Existing (As Built) Allowable FAR Use Change Increased FAR
Assumption Assumption Assumption Assumption
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Table 4 Office/R&D Summary of Initial Development Feasibility Results 

 

  

Project Parameters Amount Amount Amount Amount

Development Program
Gross Land Area (acres) 1.000 1.000 1.000 1.000
Gross Land Area (sq. ft.) 43,560 43,560 43,560 43,560
Floor Area Ratio (Excluding Parking) 0.31 FAR 0.15 FAR 0.31 FAR 0.47 FAR
Gross Building Area (sq. ft.) 13,504          6,534            13,504          20,473          
Number of Stories 1 Floors 1 Floors 1 Floors 2 Floors
Lot Coverage (sq. ft.) 31% Net to Gross 15% Net to Gross 31% Net to Gross 24% Net to Gross 10,237
Leasable Area (sq. ft.) 85% Efficiency Ratio 11,478          85% Efficiency Ratio 5,554            85% Efficiency Ratio 11,478          85% Efficiency Ratio 17,402          
Parking Spaces (Surface) 3.3 spaces / 1,000 GSF 45                 3.3 spaces / 1,000 GSF 22                 3.3 spaces / 1,000 GSF 45                 3.3 spaces / 1,000 GSF 68                 
Parking Spaces (sq.ft.) 350.0 sq.ft. / space 15,750          350.0 sq.ft. / space 7,700            350.0 sq.ft. / space 15,750          350.0 sq.ft. / space 23,800          

Total Development Costs $5,899,774 $3,695,081 $1,192,059 $8,409,950

Market Value $6,996,834 $3,385,565 $8,396,201 $11,668,914

Residual Land Value (per acre) $965,000 ($272,000) $6,340,000 $2,868,000

Sources: City of Sausalito; M-Group; CoStar Group; Discussions with Marinship property owners and tenants; Economic & Planning Systems, Inc.

Existing (As Built) Allowable FAR Use Change Increased FAR
Assumption Assumption Assumption Assumption
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Table 5 Retail/Service Summary of Initial Development Feasibility Results 

 

  

Project Parameters Amount Amount Amount Amount

Development Program
Gross Land Area (acres) 1.000 1.000 1.000 1.000
Gross Land Area (sq. ft.) 43,560 43,560 43,560 43,560
Floor Area Ratio (Excluding Parking) 0.33 FAR 0.15 FAR 0.33 FAR 0.47 FAR
Gross Building Area (sq. ft.) 14,375          6,534            14,375          20,473          
Number of Stories 1 Floors 1 Floors 1 Floors 1 Floors
Lot Coverage (sq. ft.) 33% Net to Gross 15% Net to Gross 33% Net to Gross 47% Net to Gross 20,473
Leasable Area (sq. ft.) 85% Efficiency Ratio 12,219          85% Efficiency Ratio 5,554            85% Efficiency Ratio 12,219          85% Efficiency Ratio 17,402          
Parking Spaces (Surface) 2.0 spaces / 1,000 GSF 29                 2.0 spaces / 1,000 GSF 13                 3.3 spaces / 1,000 GSF 48                 2.0 spaces / 1,000 GSF 41                 
Parking Spaces (sq.ft.) 350.0 sq.ft. / space 10,150          350.0 sq.ft. / space 4,550            350.0 sq.ft. / space 16,800          350.0 sq.ft. / space 14,350          

Total Development Costs $5,069,340 $3,189,208 $1,269,688 $6,528,348

Market Value $4,125,181 $1,875,082 $8,937,891 $8,812,886

Residual Land Value (per acre) ($831,000) ($1,156,000) $6,748,000 $2,010,000

Sources: City of Sausalito; M-Group; CoStar Group; Discussions with Marinship property owners and tenants; Economic & Planning Systems, Inc.

Existing (As Built) Allowable FAR Use Change Increased FAR
Assumption Assumption Assumption Assumption
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Table 6 Live/Work Summary of Initial Development Feasibility Results 

 

Project Parameters Amount Amount

Development Program
Gross Land Area (acres) 1.000 1.000
Gross Land Area (sq. ft.) 43,560 43,560
Floor Area Ratio (Excluding Parking) 0.40 FAR 0.78 FAR
Gross Building Area (sq. ft.) 17,424           33,977           
Number of Stories 1 Floors 2 Floors
Lot Coverage (sq. ft.) 40% Net to Gross 39% Net to Gross 16,988
Leasable Area (sq. ft.) 85% Efficiency Ratio 14,810           85% Efficiency Ratio 28,880           
Parking Spaces (Surface) 1.5 spaces / 1,000 GSF 26                  1.5 spaces / 1,000 GSF 51                  
Parking Spaces (sq.ft.) 350.0 sq.ft. / space 9,100             350.0 sq.ft. / space 17,850           

Total Development Costs $7,031,633 $12,677,225

Market Value $7,091,220 $25,351,110

Residual Land Value (per acre) $52,000 $11,153,000

Sources: City of Sausalito; M-Group; CoStar Group; Discussions with Marinship property owners and tenants; Economic & Planning Systems, Inc.

Existing (As Built) Increased FAR
Assumption Assumption
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IV .  Key  Assumpt ions  

The financial analysis conducted herein is based on prototypical building assumptions related to 
construction costs per unit (e.g., per building square foot or per parking space) and achievable 
market rents.  The detailed assumptions and calculations for each building prototype are 
provided in Appendix A and described further below. 

Development Program 

As noted, the building prototypes and scenarios evaluated in this analysis have been defined to 
test the economic implications of critical land use parameters that may be important to the 
visioning process for the Marinship, including land use type, allowable densities, allowable uses, 
and parking requirements, among others.  It is important to note that some of the building 
protypes would not actually be allowed within the Marinship because of the Fair Traffic Initiative 
but are presented for analytical purposes.  For example, an office building in excess of 0.15 FAR 
is not currently allowed, but this product type is evaluated at a higher density to demonstrate 
the implications of increased density on an office development’s financial performance. Several 
other key project elements include: 

 Project size:  For simplicity and ease of comparison, all projects are assumed to occur on a 
one-acre site, with a 20 percent allowance for circulation infrastructure. 

 Parking: All parking is assumed to be surface parking at an average size of 350 square feet 
per space. Required parking ratios are assumed as follows: 

— Light Industrial: one parking space for every 450 square feet of floor area (Citywide 
ratio) 

— Office/R&D: one parking space for every 300 square feet of floor area (Citywide ratio) 

— Retail/Service Commercial: one parking space for every 500 square feet of floor area 
(specific to the Marinship) 

— Live/Work: 1.5 parking spaces for every unit (Citywide multifamily ratio). Each live/work 
unit is assumed to be 1,000 square feet.  

Development Cost Assumptions 

The development cost assumptions are based on a variety of sources and industry standards 
which are for the most part fixed across all the scenario on a per unit basis, unless otherwise 
indicated.  Key assumptions include: 

 Building Construction Costs: Building construction cost (or “hard” cost) cover the direct 
inputs (e.g., labor and materials) association with developing each of the specific prototypes 
evaluated, including site preparation.  The estimates are based on data from various cost 
estimating reports and tailored to the building prototypes used in the analysis.1  The analysis 
also assumes site preparation costs of $25 per land square foot to account for demolition 
grading, utilities installation and related activities, except in the Use Change scenario in 

 

1 These include “Current Construction Cost” by Saylor and “Current Construction Cost with RS Means 
Data” by Gordian. 
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which the structure stays as-is and the investment in the building is in the form of tenant 
improvements. 

 Tenant Improvement Costs: In each of the scenarios, tenant improvement costs are 
assumed to ready the space for the specific needs of the incoming tenant. In most cases, 
tenant improvements are assumed to be approximately $30 per building square foot, except 
the Use Change scenarios require higher tenant improvements.  

 Building Permits and Fees: The analysis assumes full payment of the City’s existing 
applicable permits and charges. The City does not charge development impact fees. 

 Indirect or “Soft” Costs: Indirect (or “soft”) costs cover non-construction related expenses 
such as architecture and engineering, project management, financing, marketing, 
commissions, general administration, builder fees, insurance, property taxes, and the like. 
These costs are based on industry standards and equate to about 25 percent of hard costs.   

 Parking Costs: This analysis assumes surface parking costs of $5,000 per space. Structured 
or underground spaces can range from $25,000 per space (above-grade structure) to more 
than $75,000 per space (below grade, with water table considerations). 

 Developer Profit: Developer profit covers the expected rate of return necessary to 
incentivize a real estate investor to pursue the projects under consideration.  It is estimated 
at 12 percent of total project cost, excluding land. As noted previously, an owner/user may 
approach profit requirements differently than a developer. 

Project Operating and Market Value Assumptions 

The factors market factors affecting project value include rents and capitalization rates, as 
further described below.  

 Commercial lease rates: Commercial lease rates are provided for the Marinship by CoStar 
Group for each of the building prototypes, except the live/work space. For this prototype, 
EPS relied on interviews with current tenants of existing live/work space. For the Existing “As 
Built” scenario and the Allowable FAR scenario, current lease rates are used. For the Use 
Change scenario, office/R&D rents are used as a proxy for higher rent paying tenants. 
Because the Increased FAR scenario requires such significant investment in the space, it is 
assumed that the quality of the construction and finishes will be such to attract somewhat 
higher paying tenants, even if the allowed use does not change.  Table 4 provides a 
summary of the rent data used in the analysis.  

 Net Operating Income (NOI): The NOI calculation takes into account an annual vacancy 
allowance of 5 percent as well as standard building operating cost assumptions of 
approximately 20 percent. 

 Capitalization rates: A “cap rates” is a standard metric in commercial real estate that can 
be used to convert net operating income into a market value.  Data on cap rates can be 
garnered from actual transactions on existing buildings (e.g., building sales and lease rates).  
A lower cap rate translates into a higher market value and vice versa.  This analysis assumes 
cap rates between 5.5 and 6.5 percent depending on the use and the scenario.  
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Table 7 Commercial Lease Rates in the Marinship and Citywide 

 

V.  F i sca l  Sus ta inab i l i t y  Cons idera t ions  

A recent analysis of sales tax revenue by geographic zone in the City indicates that 
approximately 40 percent of the City’s sales tax revenue comes from activity in the Marinship. 
Therefore, an important component of fiscal sustainability, beyond being able to cover General 
Fund costs each year, is protecting current businesses that contribute to the City’s fiscal 
revenues and improving the City’s ability to appropriately plan for and deliver needed capital 
improvements. The need for infrastructure s is particularly true in the Marinship. On the revenue 
side, the General Plan can improve fiscal outcomes by focusing on land use development and/or 
redevelopment opportunities that generate relatively high rates of property, sales, TOT or other 
tax revenues. The City’s residents can also vote to introduce new special taxes for general 
purposes or specific uses (such as Measure O, which was approved by voters in 2014 and expires 
in 2024 or the recent increase in the business license tax rate), but this outcome falls outside the 
General Plan Update process. While the General Plan Update can consider opportunities to grow 
the City’s assessed value, the City cannot change the property tax rate since State law regulates 
property taxes. 

VI .  Pub l i c  F inanc ing  Im p l i ca t ions  

While this analysis does not include estimating the infrastructure investment required in the 
Marinship, by most reports, the current and imminent infrastructure needs in the area are 
substantial. Needed investment includes circulation, pedestrian safety, utilities upgrades, storm 
water management, and sea level rise protection. Potential changes to the regulatory context are 
not likely to result in meaningful private-sector investment without the City engaging as a 
partner (i.e., establishing financing mechanisms, such as a Community Facilities District (CFD), 
applying for regional/state grants, etc.). Select options are generally described below. 

Market Area and Land Use Category

Light Industrial $31.52 per sq.ft.

Office/R&D $52.24 per sq.ft.

Retail/Service $30.00 per sq.ft.

Live/Work $36.00 per sq.ft.

Source: CoStar Group; discussions with Marinship property owners and tenants.

[1] As reported by CoStar for properties in the Marinship as of August 2019. Full 
service rents assume that property owners cover all building operating costs.

Average Annual Lease Rate
(Full Service) [1]
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Land-Secured Tax Revenue 

Assessment districts charge special tax assessments on land owners, businesses, or residents 
within the district’s boundaries to fund specific district-wide improvements. Commonly used 
assessment districts include Community Facilities Districts, Special Assessment Districts, 
Business Improvement Districts, and Landscape and Lighting Districts. Districts that could be 
used to fund improvements in the Marinship are discussed below. The City will need to determine 
which, if any, warrant further consideration. 

Mello-Roos Community Facilities Districts 

California’s Mello-Roos Community Facilities Act of 1982 allows for the creation of a 
special district authorized to levy a special tax and issue tax exempt bonds to finance 
public facilities and services. A community facilities district may be initiated by the 
legislative body or by property owner petition and must be approved by a two-thirds 
majority of either property owners or registered voters (if there are more than 12 
registered voters living in the area).  

Because there is no requirement to show direct benefit, Mello-Roos levies may be used to 
fund improvements of general benefit, such as schools, fire and police facilities, libraries, 
and parks, as well as improvements that benefit specific properties.  

Special Assessment Districts (1911, 1913, 1915 Acts) 

California law provides procedures to levy assessments against benefiting properties and 
issue tax-exempt bonds to finance public facilities and infrastructure improvements. 
Assessment districts, also known as improvement districts, are initiated by the legislative 
body (e.g., city council), subject to majority protest of property owners. Assessments are 
distributed in proportion to the benefits received by each property as determined by 
engineering analysis and form a lien against property. Special assessments are fixed 
dollar amounts and may be prepaid, although they are typically paid back with interest 
over time by the assessed property owner. Only improvements with property-specific 
benefits (e.g., roads, sewer and water improvements) may be financed with 
assessments. 

Property Business Improvement Districts 

A type of special assessment district, Business Improvement Districts can generate 
revenue to fund or finance capital improvements, streetscape enhancements, ongoing 
maintenance, etc. Businesses located within a defined business improvement district are 
required to pay an additional tax to fund projects, improvements, or programming within 
the district’s boundaries.  

Landscape and Lighting Maintenance Districts 

Landscaping and lighting maintenance districts may be used for installation, 
maintenance, and servicing of landscaping and lighting through annual assessments on 
benefiting properties. They may also provide for construction and maintenance of 
appurtenant features, including curbs, gutters, walls, sidewalks or paving, and irrigation 
or drainage facilities. Additionally, they may be used to fund and maintain parks above 
normal park standards maintained from General Fund revenues. 
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Implementation Considerations 

District-based assessments require voter approval of two-thirds of the owners of property within 
the district. The City may find that existing property owners may be opposed to new taxes, even 
if there is clear benefit. 

Parcel Tax 

Parcel taxes are excise taxes on real property based on either a flat per parcel rate or a varying 
rate depending on use, size, and/or number of units on each parcel, and they can be used for 
any municipal purpose. Parcel tax rates are normally weighted in some capacity, such as by size 
of parcel, density of parcel, or demographics of parcels. Rates also often vary by land use 
depending on the nature of the infrastructure or services to be funded.  

Parcel taxes are often used to finance bonds that are sold to fund capital projects. The annual 
revenues are used to make annual debt service payments and cover administration costs and 
required reserves. Parcel tax revenue also can be used to fund annual operations and 
maintenance expenses. 

Implementation Considerations 

In California, increasing or extending a parcel tax, which is imposed for a special purpose, 
requires a two-thirds approval by voters, based on Proposition 218 passed by voters in 1996. 
Otherwise, only a simple majority vote is needed if the funds are to be used for general 
purposes. Communities are more likely to support parcel taxes for parks and schools and other 
highly visible community-serving facilities or services. 

City-Based Funding 

Enhanced Infrastructure Financing Districts 

Enhanced Infrastructure Financing Districts (EIFDs) are forms of tax increment financing 
available to local public entities in California. Local agencies may establish an EIFD for a given 
project or geographic area to capture incremental increases in property tax revenue from future 
development. In the absence of an EIFD, this revenue would accrue to the City’s General Fund 
(or other property-taxing entity revenue fund). EIFD funds can be used for project-related 
infrastructure, including roads and utilities, as well as parks and housing. EIFDs cannot be used 
to finance operations and maintenance expenses. Unlike prior tax increment 
financing/redevelopment law in California, EIFDs do not provide access to property tax revenue 
beyond the local jurisdiction’s share. 

Senate Bill 628 established EIFDs as a similar, but more flexible version of Infrastructure 
Financing Districts, where the scope of eligible projects is more expansive and the 
voter/landowner threshold to pass a bond is 55 percent instead of a two-thirds majority (as 
required for Infrastructure Financing Districts).   

Implementation Considerations 

While any tax increment, no matter how small, will generate revenue that can be reinvested in 
infrastructure, it is important to note that, in most cases, the percentage of the local property 
tax available to California cities is low (ranging from $0.10 to $0.20 of every property tax dollar). 
On average, the City of Sausalito’s  General Fund currently receives approximately 11.4 percent 
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of each property tax dollar, after accounting for shifts to other entities.2 Moreover, the use of 
local property tax to support infrastructure financing has fiscal implications for California cities. 
Dedicating tax revenue to infrastructure limits funding for new public services costs associated 
with development. 

General Obligation Bonds 

A general obligation bond is a type of municipal bond that is secured by a state or local 
government's pledge to use legally available resources, most typically including property tax 
revenues, to repay bond holders. General obligation bonds are limited to capital improvement 
expenditures and are also limited in their use to the precise purposes outlined in the authorizing 
ballot measure. Commonly, general obligation bonds are restricted to specific capital uses like 
street improvements, drainage improvements, and parks and recreation.  

General obligation bonds allow public entities to finance at a low fixed rate over the useful life of 
the asset. The incidence of burden of general obligation bonds is upon all property owners in the 
issuing jurisdiction proportional to the value of their property. It is this very broad base of 
funding that provides excellent security for general obligation bonds, thus typically garnering the 
lowest interest rate of any municipal debt instrument.  

Implementation Considerations 

For new general obligation bonds in the future, if the bond is being secured for unrestricted 
purposes through property taxes, a simple majority vote is needed to raise the property tax rate. 
Creation of general obligation bonds requires two-thirds voter approval if they are for specific 
purposes. 

Grants 

Investigation of potential grant funding for infrastructure is appropriate for the Marinship. Grants 
provide external funding from regional, state, and federal sources, but reflect local priorities. 
Many grants require local matches. Apart from local match requirements, there are significant 
staff costs associated with grant funding, including staff time during the application process and 
during the project. Grant funding is often limited to capital improvements, with maintenance 
responsibilities falling to the local jurisdiction. Grant revenue is inherently unpredictable and 
highly competitive, but, still, may be worth pursuing.   

 

2 The City of Sausalito receives a reduced share of the property tax revenue generated in the City 
because fire services in the City are provided by the Southern Marin Fire District, which is funded with 
a share of property tax revenue. 
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Table A-1
Light Industrial, Marinship
Sausalito General Plan Update; EPS #161159

Project Parameters Amount Amount Amount Amount

DEVELOPMENT PROGRAM (red denotes inputs that vary; blue denotes assumptions that are derived)
Gross Land Area (acres) 1.000 1.000 1.000 1.000
Gross Land Area (sq. ft.) 43,560 43,560 43,560 43,560
Floor Area Ratio (Excluding Parking) 0.23 FAR 0.40 FAR 0.23 FAR 0.44 FAR
Gross Building Area (sq. ft.) 10,019           17,424           10,019           19,166           
Number of Stories 1              Floors 1                Floors 1                Floors 1                 Floors
Lot Coverage (sq. ft.) 23% Net to Gross 40% Net to Gross 23% Net to Gross 44% Net to Gross 19,166
Leasable Area (sq. ft.) 85% Efficiency Ratio 8,516             85% Efficiency Ratio 14,810           85% Efficiency Ratio 8,516             85% Efficiency Ratio 16,291           
Parking Spaces (Surface) 2.2 spaces / 1,000 GSF 22                  2.2 spaces / 1,000 GSF 39                  3.3 spaces / 1,000 GSF 33                  2.2 spaces / 1,000 GSF 43                  
Parking Spaces (sq.ft.) 350.0 sq.ft. / space 7,700             350.0 sq.ft. / space 13,650           350.0 sq.ft. / space 11,550           350.0 sq.ft. / space 15,050           

REVENUE ASSUMPTIONS (red denotes inputs that vary)

Avg. Lease Rate (Full Service)1 $30 /net sq. ft./yr. $255,479 $30 /net sq. ft./yr. $444,312 $60 /net sq. ft./yr. $510,959 $45 /net sq. ft./yr. $733,115
Parking Revenue $0 Month $0 $0 /Month $0 $0 /Month $0 $0 /Month $0
Vacancy Rate 5.0% ($12,774) 5.0% ($22,216) 5.0% ($25,548) 5.0% ($36,656)
Gross Revenue $242,705 $422,096 $485,411 $696,459
(less) Operating Expenses 20.0% ($48,541) 20.0% ($84,419) 20.0% ($97,082) 20.0% ($139,292)
(less) Commissions 3.0% ($7,281) 3.0% ($12,663) 3.0% ($14,562) 3.0% ($20,894)

Subtotal ($55,822) ($97,082) ($111,644) ($160,186)
Annual Net Operating Income $186,883 $325,014 $373,766 $536,273

Capitalized Value 6.5% cap rate $2,875,126 6.5% cap rate $5,000,219 6.0% cap rate $6,229,439 6.5% cap rate $8,250,361

DEVELOPMENT COSTS
Permits and Fees

Permits 2.5% of direct costs $71,428 2.5% of direct costs $104,192 2.5% of direct costs $25,415 2.5% of direct costs $111,901
Total Permits and Fees $71,428 $104,192 $25,415 $111,901

Hard Costs

Building Construction Cost2 $140 /Building sq. ft. $1,402,632 $140 /Building sq. ft. $2,439,360 $0 /Building sq. ft. $0 $140 /Building sq. ft. $2,683,296
Tenant Improvements $30 /net sq. ft. $255,479 $30 /net sq. ft. $444,312 $100 /net sq. ft. $851,598 $30 /net sq. ft. $488,743
Parking  (Surface) $5,000  / space $110,000 $5,000  / space $195,000 $5,000  / space $165,000 $5,000  / space $215,000
Site Work $25 / Land sq. ft. $1,089,000 $25 / Land sq. ft. $1,089,000 $0 / Land sq. ft. $0 $25 / Land sq. ft. $1,089,000
  Total Direct Costs $2,857,111 $4,167,672 $1,016,598 $4,476,039

Soft Costs (red denotes inputs that vary)
Legal, Insurance & Warranty 3.0% of direct costs $85,713 3.0% of direct costs $125,030 3.0% of direct costs $30,498 3.0% of direct costs $134,281
Architecture & Engineering 5.0% of direct costs $142,856 5.0% of direct costs $208,384 5.0% of direct costs $50,830 5.0% of direct costs $223,802
Builder Fee 5.0% of direct costs $142,856 5.0% of direct costs $208,384 5.0% of direct costs $50,830 5.0% of direct costs $223,802
General & Administrative 2.5% of direct costs $71,428 2.5% of direct costs $104,192 2.5% of direct costs $25,415 2.5% of direct costs $111,901
LEED Certification 3.0% of direct costs $85,713 3.0% of direct costs $125,030 3.0% of direct costs $30,498 3.0% of direct costs $134,281
Financing Costs 6.0% of direct costs $171,427 6.0% of direct costs $250,060 6.0% of direct costs $60,996 6.0% of direct costs $268,562

Total Indirect Costs 24.5% of direct costs $699,992 24.5% of direct costs $1,021,080 24.5% of direct costs $249,067 24.5% of direct costs $1,096,630

Subtotal, Development Fees, Direct and Indirect Costs $3,628,531 $5,292,943 $1,291,079 $5,684,570

Contingency (% of subtotal) 5.0% $177,855 5.0% $259,438 5.0% $63,283 5.0% $278,633

$456,766 $666,286 $162,524 $715,584

Total Costs $4,263,153 $6,218,667 $1,516,886 $6,678,788

RESIDUAL LAND VALUE (per acre) ($1,221,000) ($1,072,000) $4,147,000 $1,383,000
Per Land Square Foot ($28) ($25) $95 $32

(1) Based on current market data for Sausalito.
(2) EPS estimate based on data from various cost estimating reports and tailored to the building prototypes used in the analysis. Cost estimating reports include “Current Construction Cost” by Saylor and “Current Construction Cost with RS Means Data” by Gordian. 
(3) Unleveraged return on costs based on an industry standards.

Developer Profit (red denotes variable 

input)3 12% 12% 12% 12%

of total costs 
(excludes land, profit) 

Use Change

of all costs (excluding 
land)

Assumption

of total costs 
(excluding land, 
profit) 

of total costs 
(excluding land, 
profit) 

of total costs 
(excludes land, profit) 

Assumption

of all costs (excluding 
land)

of all costs (excluding 
land)

Assumption
Existing (As Built) Allowable FAR Increased FAR

of all costs (excluding 
land)

Assumption

Economic & Planning Systems, Inc. 8/22/2019 Z:\Shared\Projects\Oakland\161000s\161159SausalitoGP\Waterfront Analysis\161159_Marinship RLV Analysis_2019Aug21.xlsx



Table A-2
Office/R&D, Marinship
Sausalito General Plan Update; EPS #161159

Project Parameters Amount Amount Amount Amount

DEVELOPMENT PROGRAM (red denotes inputs that vary; blue denotes assumptions that are derived)
Gross Land Area (acres) 1.000 1.000 1.000 1.000
Gross Land Area (sq. ft.) 43,560 43,560 43,560 43,560
Floor Area Ratio (Excluding Parking) 0.31 FAR 0.15 FAR 0.31 FAR 0.47 FAR
Gross Building Area (sq. ft.) 13,504           6,534             13,504           20,473           
Number of Stories 1              Floors 1                Floors 1                Floors 2                 Floors
Lot Coverage (sq. ft.) 31% Net to Gross 15% Net to Gross 31% Net to Gross 24% Net to Gross 10,237
Leasable Area (sq. ft.) 85% Efficiency Ratio 11,478           85% Efficiency Ratio 5,554             85% Efficiency Ratio 11,478           85% Efficiency Ratio 17,402           
Parking Spaces (Surface) 3.3 spaces / 1,000 GSF 45                  3.3 spaces / 1,000 GSF 22                  3.3 spaces / 1,000 GSF 45                  3.3 spaces / 1,000 GSF 68                  
Parking Spaces (sq.ft.) 350.0 sq.ft. / space 15,750           350.0 sq.ft. / space 7,700             350.0 sq.ft. / space 15,750           350.0 sq.ft. / space 23,800           

REVENUE ASSUMPTIONS (red denotes inputs that vary)

Avg. Lease Rate (Full Service)1 $50 /net sq. ft./yr. $573,903 $50 /net sq. ft./yr. $277,695 $60 /net sq. ft./yr. $688,684 $55 /net sq. ft./yr. $957,122
Parking Revenue $0 Month $0 $0 /Month $0 $0 /Month $0 $0 /Month $0
Vacancy Rate 5.0% ($28,695) 5.0% ($13,885) 5.0% ($34,434) 5.0% ($47,856)
Gross Revenue $545,208 $263,810 $654,249 $909,266
(less) Operating Expenses 20.0% ($109,042) 20.0% ($52,762) 20.0% ($130,850) 20.0% ($181,853)
(less) Commissions 3.0% ($16,356) 3.0% ($7,914) 3.0% ($19,627) 3.0% ($27,278)

Subtotal ($125,398) ($60,676) ($150,477) ($209,131)
Annual Net Operating Income $419,810 $203,134 $503,772 $700,135

Capitalized Value 6.0% cap rate $6,996,834 6.0% cap rate $3,385,565 6.0% cap rate $8,396,201 6.0% cap rate $11,668,914

DEVELOPMENT COSTS
Permits and Fees

Permits 2.5% of direct costs $98,849 2.5% of direct costs $61,910 2.5% of direct costs $19,973 2.5% of direct costs $140,906
Total Permits and Fees $98,849 $61,910 $19,973 $140,906

Hard Costs

Building Construction Cost2 $170 /Building sq. ft. $2,295,612 $170 /Building sq. ft. $1,110,780 $0 /Building sq. ft. $0 $180 /Building sq. ft. $3,685,176
Tenant Improvements $30 /net sq. ft. $344,342 $30 /net sq. ft. $166,617 $50 /net sq. ft. $573,903 $30 /net sq. ft. $522,067
Parking  (Surface) $5,000  / space $225,000 $5,000  / space $110,000 $5,000  / space $225,000 $5,000  / space $340,000
Site Work $25 / Land sq. ft. $1,089,000 $25 / Land sq. ft. $1,089,000 $0 / Land sq. ft. $0 $25 / Land sq. ft. $1,089,000
  Total Direct Costs $3,953,954 $2,476,397 $798,903 $5,636,243

Soft Costs (red denotes inputs that vary)
Legal, Insurance & Warranty 3.0% of direct costs $118,619 3.0% of direct costs $74,292 3.0% of direct costs $23,967 3.0% of direct costs $169,087
Architecture & Engineering 5.0% of direct costs $197,698 5.0% of direct costs $123,820 5.0% of direct costs $39,945 5.0% of direct costs $281,812
Builder Fee 5.0% of direct costs $197,698 5.0% of direct costs $123,820 5.0% of direct costs $39,945 5.0% of direct costs $281,812
General & Administrative 2.5% of direct costs $98,849 2.5% of direct costs $61,910 2.5% of direct costs $19,973 2.5% of direct costs $140,906
LEED Certification 3.0% of direct costs $118,619 3.0% of direct costs $74,292 3.0% of direct costs $23,967 3.0% of direct costs $169,087
Financing Costs 6.0% of direct costs $237,237 6.0% of direct costs $148,584 6.0% of direct costs $47,934 6.0% of direct costs $338,175

Total Indirect Costs 24.5% of direct costs $968,719 24.5% of direct costs $606,717 24.5% of direct costs $195,731 24.5% of direct costs $1,380,879

Subtotal, Development Fees, Direct and Indirect Costs $5,021,521 $3,145,024 $1,014,607 $7,158,028

Contingency (% of subtotal) 5.0% $246,133.62 5.0% $154,156 5.0% $49,732 5.0% $350,856

$632,119 $395,902 $127,721 $901,066

Total Costs $5,899,774 $3,695,081 $1,192,059 $8,409,950

RESIDUAL LAND VALUE (per acre) $965,000 ($272,000) $6,340,000 $2,868,000
Per Land Square Foot $22 ($6) $146 $66

(1) Based on current market data for Sausalito.
(2) EPS estimate based on data from various cost estimating reports and tailored to the building prototypes used in the analysis. Cost estimating reports include “Current Construction Cost” by Saylor and “Current Construction Cost with RS Means Data” by Gordian. 
(3) Unleveraged return on costs based on an industry standards.

of all costs (excluding 
land)

12% of all costs (excluding 
land)

of total costs 
(excluding land, profit) 

of total costs 
(excluding land, profit) 

of total costs 
(excludes land, profit) 

of total costs 
(excludes land, profit) 

12%
Developer Profit (red denotes variable 

input)3 12% of all costs (excluding 
land)

12% of all costs (excluding 
land)

Existing (As Built) Allowable FAR Use Change Increased FAR
Assumption Assumption Assumption Assumption
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Table A-3
Retail/Service, Marinship
Sausalito General Plan Update; EPS #161159

Project Parameters Amount Amount Amount Amount

DEVELOPMENT PROGRAM (red denotes inputs that vary; blue denotes assumptions that are derived)
Gross Land Area (acres) 1.000 1.000 1.000 1.000
Gross Land Area (sq. ft.) 43,560 43,560 43,560 43,560
Floor Area Ratio (Excluding Parking) 0.33 FAR 0.15 FAR 0.33 FAR 0.47 FAR
Gross Building Area (sq. ft.) 14,375           6,534             14,375           20,473           
Number of Stories 1              Floors 1                Floors 1                Floors 1                 Floors
Lot Coverage (sq. ft.) 33% Net to Gross 15% Net to Gross 33% Net to Gross 47% Net to Gross 20,473
Leasable Area (sq. ft.) 85% Efficiency Ratio 12,219           85% Efficiency Ratio 5,554             85% Efficiency Ratio 12,219           85% Efficiency Ratio 17,402           
Parking Spaces (Surface) 2.0 spaces / 1,000 GSF 29                  2.0 spaces / 1,000 GSF 13                  3.3 spaces / 1,000 GSF 48                  2.0 spaces / 1,000 GSF 41                  
Parking Spaces (sq.ft.) 350.0 sq.ft. / space 10,150           350.0 sq.ft. / space 4,550             350.0 sq.ft. / space 16,800           350.0 sq.ft. / space 14,350           

REVENUE ASSUMPTIONS (red denotes inputs that vary)

Avg. Lease Rate (Full Service)1 $30 /net sq. ft./yr. $366,557 $30 /net sq. ft./yr. $166,617 $60 /net sq. ft./yr. $733,115 $45 /net sq. ft./yr. $783,100
Parking Revenue $0 Month $0 $0 /Month $0 $0 /Month $0 $0 /Month $0
Vacancy Rate 5.0% ($18,328) 5.0% ($8,331) 5.0% ($36,656) 5.0% ($39,155)
Gross Revenue $348,230 $158,286 $696,459 $743,945
(less) Operating Expenses 20.0% ($69,646) 20.0% ($31,657) 20.0% ($139,292) 20.0% ($148,789)
(less) Commissions 3.0% ($10,447) 3.0% ($4,749) 3.0% ($20,894) 3.0% ($22,318)

Subtotal ($80,093) ($36,406) ($160,186) ($171,107)
Annual Net Operating Income $268,137 $121,880 $536,273 $572,838

Capitalized Value 6.5% cap rate $4,125,181 6.5% cap rate $1,875,082 6.0% cap rate $8,937,891 6.5% cap rate $8,812,886

DEVELOPMENT COSTS
Permits and Fees

Permits 2.5% of direct costs $84,935 2.5% of direct costs $53,434 2.5% of direct costs $21,273 2.5% of direct costs $109,380
Total Permits and Fees $84,935 $53,434 $21,273 $109,380

Hard Costs

Building Construction Cost2 $125 /Building sq. ft. $1,796,850 $125 /Building sq. ft. $816,750 $0 /Building sq. ft. $0 $125 /Building sq. ft. $2,559,150
Tenant Improvements $30 /net sq. ft. $366,557 $30 /net sq. ft. $166,617 $50 /net sq. ft. $610,929 $30 /net sq. ft. $522,067
Parking  (Surface) $5,000  / space $145,000 $5,000  / space $65,000 $5,000  / space $240,000 $5,000  / space $205,000
Site Work $25 / Land sq. ft. $1,089,000 $25 / Land sq. ft. $1,089,000 $0 / Land sq. ft. $0 $25 / Land sq. ft. $1,089,000
  Total Direct Costs $3,397,407 $2,137,367 $850,929 $4,375,217

Soft Costs (red denotes inputs that vary)
Legal, Insurance & Warranty 3.0% of direct costs $101,922 3.0% of direct costs $64,121 3.0% of direct costs $25,528 3.0% of direct costs $131,256
Architecture & Engineering 5.0% of direct costs $169,870 5.0% of direct costs $106,868 5.0% of direct costs $42,546 5.0% of direct costs $218,761
Builder Fee 5.0% of direct costs $169,870 5.0% of direct costs $106,868 5.0% of direct costs $42,546 5.0% of direct costs $218,761
General & Administrative 2.5% of direct costs $84,935 2.5% of direct costs $53,434 2.5% of direct costs $21,273 2.5% of direct costs $109,380
LEED Certification 3.0% of direct costs $101,922 3.0% of direct costs $64,121 3.0% of direct costs $25,528 3.0% of direct costs $131,256
Financing Costs 6.0% of direct costs $203,844 6.0% of direct costs $128,242 6.0% of direct costs $51,056 6.0% of direct costs $262,513

Total Indirect Costs 24.5% of direct costs $832,365 24.5% of direct costs $523,655 24.5% of direct costs $208,478 24.5% of direct costs $1,071,928

Subtotal, Development Fees, Direct and Indirect Costs $4,314,707 $2,714,456 $1,080,680 $5,556,525

Contingency (% of subtotal) 5.0% $211,488.61 5.0% $133,051 5.0% $52,970 5.0% $272,357

$543,144 $341,701 $136,038 $699,466

Total Costs $5,069,340 $3,189,208 $1,269,688 $6,528,348

RESIDUAL LAND VALUE (per acre) ($831,000) ($1,156,000) $6,748,000 $2,010,000
Per Land Square Foot ($19) ($27) $155 $46

(1) Based on current market data for Sausalito.
(2) EPS estimate based on data from various cost estimating reports and tailored to the building prototypes used in the analysis. Cost estimating reports include “Current Construction Cost” by Saylor and “Current Construction Cost with RS Means Data” by Gordian. 
(3) Unleveraged return on costs based on an industry standards.

of all costs (excluding 
land)

12% of all costs (excluding 
land)

of total costs 
(excluding land, profit) 

of total costs 
(excluding land, profit) 

of total costs 
(excludes land, profit) 

of total costs 
(excludes land, profit) 

12%
Developer Profit (red denotes variable 

input)3 12% of all costs (excluding 
land)

12% of all costs (excluding 
land)

Existing (As Built) Allowable FAR Use Change Increased FAR
Assumption Assumption Assumption Assumption
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Table A-4
Live/Work, Marinship
Sausalito General Plan Update; EPS #161159

Project Parameters Amount Amount

DEVELOPMENT PROGRAM (red denotes inputs that vary; blue denotes assumptions that are derived)
Gross Land Area (acres) 1.000 1.000
Gross Land Area (sq. ft.) 43,560 43,560
Floor Area Ratio (Excluding Parking) 0.40 FAR 0.78 FAR
Gross Building Area (sq. ft.) 17,424           33,977           
Number of Stories 1              Floors 2                 Floors
Lot Coverage (sq. ft.) 40% Net to Gross 39% Net to Gross 16,988
Leasable Area (sq. ft.) 85% Efficiency Ratio 14,810           85% Efficiency Ratio 28,880           
Parking Spaces (Surface) 1.5 spaces / 1,000 GSF 26                  1.5 spaces / 1,000 GSF 51                  
Parking Spaces (sq.ft.) 350.0 sq.ft. / space 9,100             350.0 sq.ft. / space 17,850           

REVENUE ASSUMPTIONS (red denotes inputs that vary)

Avg. Lease Rate (Full Service)1 $36 /net sq. ft./yr. $533,174 $60 /net sq. ft./yr. $1,732,817
Parking Revenue $0 Month $0 $0 /Month $0
Vacancy Rate 5.0% ($26,659) 5.0% ($86,641)
Gross Revenue $506,516 $1,646,176
(less) Operating Expenses 20.0% ($101,303) 20.0% ($329,235)
(less) Commissions 3.0% ($15,195) 3.0% ($49,385)

Subtotal ($116,499) ($378,620)
Annual Net Operating Income $390,017 $1,267,555

Capitalized Value 5.5% cap rate $7,091,220 5.0% cap rate $25,351,110

DEVELOPMENT COSTS
Permits and Fees

Permits 2.5% of direct costs $117,813 2.5% of direct costs $212,403
Total Permits and Fees $117,813 $212,403

Hard Costs

Building Construction Cost2 $175 /Building sq. ft. $3,049,200 $185 /Building sq. ft. $6,285,708
Tenant Improvements $30 /net sq. ft. $444,312 $30 /net sq. ft. $866,408
Parking  (Surface) $5,000  / space $130,000 $5,000  / space $255,000
Site Work $25 / Land sq. ft. $1,089,000 $25 / Land sq. ft. $1,089,000
  Total Direct Costs $4,712,512 $8,496,116

Soft Costs (red denotes inputs that vary)
Legal, Insurance & Warranty 3.0% of direct costs $141,375 3.0% of direct costs $254,883
Architecture & Engineering 5.0% of direct costs $235,626 5.0% of direct costs $424,806
Builder Fee 5.0% of direct costs $235,626 5.0% of direct costs $424,806
General & Administrative 2.5% of direct costs $117,813 2.5% of direct costs $212,403
LEED Certification 3.0% of direct costs $141,375 3.0% of direct costs $254,883
Financing Costs 6.0% of direct costs $282,751 6.0% of direct costs $509,767

Total Indirect Costs 24.5% of direct costs $1,154,565 24.5% of direct costs $2,081,549

Subtotal, Development Fees, Direct and Indirect Costs $5,984,890 $10,790,068

Contingency (% of subtotal) 5.0% $293,353.87 5.0% $528,883

$753,389 $1,358,274

Total Costs $7,031,633 $12,677,225

RESIDUAL LAND VALUE (per acre) $52,000 $11,153,000
Per Land Square Foot $1 $256

(1) Based on current market data for Sausalito.

(3) Unleveraged return on costs based on an industry standards.

12% of all costs (excluding 
land)

(2) EPS estimate based on data from various cost estimating reports and tailored to the building prototypes used in the analysis. Cost estimating reports 
include “Current Construction Cost” by Saylor and “Current Construction Cost with RS Means Data” by Gordian. 

of total costs 
(excluding land, 
profit) 

of total costs 
(excludes land, profit) 

Developer Profit (red denotes variable 

input)3 12% of all costs (excluding 
land)

Existing (As Built) Increased FAR
Assumption Assumption
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