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introduction
Viking Development Group is pleased to present the following
program in response to The City of Tacoma’s Request for Proposal
(RFP) for the development site located at 728 Market St. Located
adjacent to City Hall and inside the Theatre District; this site is
currently serving as a surface parking lot and is owned by The City of
Tacoma. This program outlines Viking Development Group’s strategy
for delivering a profitable, creative living community that aligns with
the City of Tacoma’s goals.

ii
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executive summary
MEET THE MARQUEE...
Viking Development Group has created a unique development
program for 728 Market St., a City of Tacoma owned surface
parking lot located in a growing neighborhood in downtown
Tacoma. Our proposal increases the vibrancy of the downtown,
adds value to the community, and enhances the City of Tacoma.
We achieve our goal through a creative programming mix, a
unique positioning strategy and an innovative design solution. The
development program respects the history of the neighborhood
while bringing it into its next phase of life.
The Marquee is a mixed use development with amenity rich,
market rate apartments designed for active adults in their 40s,
50s and 60s looking to downsize without compromising quality of
life and while increasing access to nearby amenities. Our target
tenant is looking to escape the hassles of maintaining a single
family home and a yard as their children are establishing their
own lives.They are transitioning to retirement and spending more
time traveling, so they want a home that is low-maintenance and
flexible.They are financially stable and have a considerable amount
of equity in their home. As they downsize, they don’t want that
equity wrapped up in a condominium; they see leasing as an
alternative that gives them more flexibility while allowing them
to take advantage of stable cash flow from retirement savings and
investments.

Development Program
The Marquee consists of approximately 150,250 gross sq ft of
built space across one ground level of retail, two above grade
levels of parking, and five levels of multi-family housing.

The overall program includes 94 apartment
units with amenities including a fitness center,
community kitchen and dining room, community
gardens, workspace and game rooms. A full time
concierge service coordinates housekeeping,
dry cleaning, dinner and theatre reservations.
Common spaces are actively programmed with
activities ranging from art classes, to game night
and community dinner parties, adding vitality and
increasing community interaction.
The ground floor adds retail amenities that will bring new life
to the neighborhood: a 7,001 sq ft international food hall and
two screen movie theatre along Market Street. The food hall will
contain seven different carefully curated food operators under
one roof, creating an attraction for residents and movie theatre
guests in addition to enhancing the dining options available in
the neighborhood. The movie theatre brings an exciting new
entertainment venue that ties in with the neighborhood’s rich
cultural scene.
2
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In addition to our amenity rich apartments, our program includes
two full plates of parking for a total of 122 stalls. One floor of
secure, private parking is exclusively for building residents. The
other floor is devoted to public and employee parking owned
and operated by the City of Tacoma, satisfying a condition of the
RFP and providing parking to support the building’s retail uses as
well as opportunities for monthly permit parking for residents on
evenings and weekends.
While there are a substantial number of units in the pipeline that
create some market risk for this project, the other projects offer
smaller units and are marketed towards a younger demographic.
To mitigate this risk, Viking Development Group is targeting an
under-supplied, in-demand market, as well as providing a superior
product. In addition, although the other projects in the pipeline do
create some additional competition that could affect absorption,
they also help make downtown Tacoma a 24-hour City and a more
lively and desirable location to live.

STRATEGY & FEASIBILITY
Our development will be completed and ready for occupancy in
early 2021, allowing the rest of 2018 to complete land acquisition
through the competitive bid process, roughly 6 months for
permitting, and 18 months for construction. We anticipate
completing lease-up within 12 months of completion (sooner for
our retail spaces, which will be at least 50% pre-leased). Based
on market rents at the closest existing comparable apartment
developments, we project an average rent of $2.86 per sq ft for
the apartments (in 2018 dollars).
While the Tacoma-Lakewood market has over 1,000 apartment
units in the pipeline (roughly a 3% increase in total units in the
market) that could be delivered over the next three years prior
to our opening, vacancy rates are currently 4% for market rate
apartments, and Viking Development Group is confident that our
creative positioning strategy, top-notch amenities and curated
retail tenant mix will allow our development to stand out from
the competition. The Marquee targets a different demographic
and provides a generous package of features and amenities than
the other units in the pipeline. Even with recent increases in
construction pricing, our financial analysis demonstrates that we
can achieve a 7.07% return on cost and 11.72% unlevered IRR.
The Marquee’s equity investors will receive a yield on equity of
18.58% which equates to approximately $1,934,232 of income per
year. The developer’s levered IRR is 9.91% with a total profit of
$6,102,213.

LOOKING SOUTH ON MARKET STREET

PROJECT YIELDS

Total Development Cost

$30,635,244

NOI

$1,934,232

Stabilized Value

$36,737,457

Profit

$6,102,213

Return on Equity

18.58%

Unleveraged IRR

11.72%

Leveraged IRR

21.25%

RISK ANALYSIS
The biggest risk for this development is ensuring the required
rental rates are achieved to make the project a financial success.
This is difficult across all product types as in every instance the
high end of the market needs to be realized. To mitigate this risk,
Viking Development Group is targeting an under-supplied, indemand market, as well as providing a superior product.

COURT D STREET ENGAGEMENT

The cost to develop is also a major concern. If the recent years
rise in construction costs are anything to go by, 5% from 2016 to
2017 alone, it is foreseeable that the hard costs could increase
between now and executing a construction contract once the
land has been acquired.
In a challenging development market compounded by State Farm
Insurance moving out of 250,000+ sq ft by the end of the year,
negatively impacting the downtown office market; the Marriott
Convention Center Hotel breaking ground that is set to deliver
300+ rooms and flood the hotel market; and construction
defect lawsuits that have made condominium development
prohibitively expensive, Viking Development Group has identified
an opportunity to create a unique and viable offering in the
marketplace.

WATERFRONT VIEWS FROM ROOF TOP DECK

Tacoma, WA.
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timeline
The project will be completed in approximately 32 months from the date of this proposal, as shown on the timeline below. Based on
staff’s input, we expect that closing the land sale will take most of the rest of 2018, during which time the design can proceed. We
have estimated 6 months for permitting based on staff advice and 18 months for construction. Retail pre-leasing will occur during
construction, and we estimate 12 months for absorption of the apartment units.

Marquee Development Timeline
2018
Submit Proposal to City
Due dilligence, negotiations, Council action
Design
Permitting
Construction
Retail Pre-leasing
Apartment Lease-up

2019

x

x
x

2021

x
x
x

3/7/2018

4

2020

x
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x
x

x

x
x

x
x

x
x

x
x
x

x

x

x

SITE: 728 MARKET STREET

TACOMA ICONIC ARCHITECTURE

TACOMA LIGHT RAIL

N
TACOMA ICONIC ARCHITECTURE

Tacoma, WA.
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site summary
SITE DESCRIPTION

TRANSPORTATION CONNECTIONS

728 Market St. is a surface parking lot between Market Street and
Court Street in Tacoma, Washington. The existing lot is roughly
level; however, there is a roughly 30-foot retaining wall along the
western edge of the site adjacent to Court D due to the significant
east-west elevation change in this part of downtown Tacoma.
The retaining wall is failing, and will need to be rebuilt during
construction. There are no known environmental contamination
issues at the site, however the water table is near the surface
grade of the parking lot.

The site is located within a half-mile of the I-705 highway on-ramp,
which connects drivers to key highways and state routes including
I-5, SR7, SR16, SR163, SR167, and SR509, providing easy access to
and from the surrounding area by car.

Vehicular access is from Market Street and Court Street, which
are both two lane roads. The site is in the middle of the block. It
is across from City Hall. To the south there is a three story mixed
use building. On the North side, there is a vintage condominium
building that was once a YMCA.
SITE DETAILS

Address

728 Market St, Tacoma, WA 98402

Land Area

.56 acres (24,209 sf)

Tax ID Number

2007080031

Current Use

Parking

Type

Asphalt, Uncovered

Access? Index

In addition to convenient driving access, a variety of public
transportation options are available in Tacoma, including buses,
light rail, commuter rail, and ferries. The Marquee is conveniently
located within walking distance to the Tacoma Link light rail
(0.1mi) which is a free streetcar line that provides connections
to the Tacoma dome Station, University of Washington Tacoma,
and the Museum District. Also within walking distance are three
bus lines (all within 0.2mi) that provide service to Olympia, Lacey,
Hawks Prairie, and Woodland Square.The Link light rail also offers
connections to regional transit options from the Tacoma Dome
station, including daily bus service to and from Seattle provided
by Sound Transit,Greyhound bus service and Amtrak rail service
extending as far north as Vancouver, BC and south to Eugene, OR.
(Source: Piercetransit.org) In addition, The Marquee is located
0.3 miles from three car share locations provided by Zipcar and
RelayRides.

Walkscore - 97, Bikescore - 63

SITE LOCATION

Ht. 3

0-32

N
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REGIONAL CONTEXT

REGIONAL CONTEXT
Tacoma is part of the Seattle-Tacoma-Bellevue MSA,
located in Washington state’s Puget Sound region. The
MSA is comprised of King County, Snohomish County, and
Pierce County (in which Tacoma is located), making it the
13th largest MSA in the United States (Source: Rosenberg,
Matt) with a population of roughly 3.7 million people.

35 minute
(22 mi) to
downtown
Seattle

Tacoma is roughly 22 miles south of Seattle, and
approximately 10 miles from the SeaTac International
Airport. The Port of Tacoma and Joint Base LewisMcChord (located 13 miles southwest of Tacoma) are
major drivers of the local economy. Tacoma’s largest
employment sectors are the military, health care, finance/
insurance, aerospace, trade and logistics, government and
education.

NEARBY TRANSPORTATION

25 minute
(10 mi)
to SeaTac
Airport

Site

Light Rail

N
0 ft

250 ft

750 ft

N
0 ft

4 mi

8 mi

Tacoma, WA.
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neighborhood landmarks & amenities
The neighborhood surrounding the development site is known as the Theatre District for its rich collection of entertainment venues.
The Theatre District is managed by the Broadway Center and is comprised of the Pantages Theatre, the Rialto Theatre and Theatre
on the Square. The three venues provide a total of 2,210 seats for events in the neighborhood, and are continually holding events.
Additionally, the Portland, Oregon based hospitality company McMenamins is under construction on a new location two blocks from
the development site that will host live music, weddings and hotel rooms, furthering the neighborhood’s reputation as a place for live
entertainment. Tacoma’s longest operating farmers market is just two blocks away. Established in 1990, the Broadway Farmers Market
provides fresh foods for the area on Thursdays six months out of the year and is a popular attraction. The retailers in the area are
mostly small independent shops that lend an authenticity to the neighborhood.
The surrounding building stock is predominantly older 1-4 story converted warehouses, office buildings and some multi-family. Across
the street from the development site is the Tacoma City Hall which is a major employer in the area. Although busy during the day with
the various offices and City Hall activity the evenings in the area are relatively quiet except for the theatre events. Farther to the South,
accessible by a relatively short walk or street car ride, is the Tacoma Convention Center and the University of Washington Tacoma,
which provide additional programming and events. Overall, the neighborhood has many of the right ingredients to become a more
vibrant and active area in Tacoma.

8
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Site: Municipal Parking Lot

2

Tacoma Bridge

3

Opera Alley

4

Farmer’s Market

5

Marina

6

University of Washington

7

Rialot Theater

8 Wright Park

9

Historic City Hall
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AMENITIES AND NEAR BY ATTRACTIONS
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entitlement summary
RELEVANT PLANS AND PUBLIC GOALS
The site is part of the North Downtown Subarea Plan, which
expresses a vision of the North Downtown area as “a vibrant,
equitable urban center that offers a rich spectrum of opportunities
to live, learn, work and play.” The North Downtown Subarea
goals include connecting to open space, cultural and heritage, the
waterfront as a focal point, and providing view corridors.
As part of a goal to encourage housing in mixed use centers, the
City also offers a partial property tax exemption for multifamily
housing - the improvement value of the multifamily portion of the
development is exempt for 8 years, or 12 years if 20% of the units
are made affordable at 80% of the Area Median Income (AMI).

DEVELOPMENT CODES & REGULATIONS
The site is located in the Downtown Commercial Core (DCC)
zoning district - a mixed use zone that allows a wide range of
uses and generous height and floor area ratio (FAR) allowances.
The vision for the DCC zoning district is “to focus high rise office
buildings and hotels, street level shops, theaters, and various public
services into a compact, walkable area, with a high level of transit
service.” While the code expresses a preference for retail, office,
cultural, hotel, and governmental uses, residential uses are allowed
outright.
The development code allows development as high as 400 feet.
Allowed FAR is calculated separately for residential and nonresidential uses, such that the total allowed floor area is the sum
of the two. FAR calculations exclude parking and ground-floor
retail that fronts on a sidewalk. While only a 3:1 FAR (for each
of residential and non-residential) is allowed under the base
regulations, there are clear and straightforward density bonus
provisions that allow up to a 6:1 FAR, including:
◆◆ Decorative street lights (0.5 FAR)
◆◆ Incorporating works of art into the public spaces, exterior
façade, or entrance lobby (0.5 FAR)
◆◆ Dedicate 1% for art - works of art or water features
equivalent in value to at least 1 percent of construction
costs located within publicly accessible spaces on site (2.0
FAR);
◆◆ Parking contained entirely within structures or structures
on site (2.0 FAR)
◆◆ Incorporation of affordable housing units (2.0 FAR)
In addition, up to 12:1 FAR is allowed with the purchase of
transferred development rights (TDR) through a County-run
TDR bank.
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Our project would take advantage of the 2.0 FAR bonus for
structured parking, allowing up to 5.0 residential FAR, which is
more than adequate for the proposed development.
The site is located within the “Reduced Parking Area”, where
the only parking requirement is for ADA spaces, which must
be provided consistent with building code regulations as if
one parking space were provided for each residential unit and
one parking space were provided for each 1,000 sq ft of nonresidential development (excluding the first 3,000 sq ft of each
establishment). Basic design standards applicable to the site
require screening of rooftop mechanical equipment, street trees,
decorative treatments for parking garage openings facing a public
street at street level, and a minimum of 20% window transparency
(between 2 and 12 feet above grade, with some exceptions).

PERMITTING & REQUIREMENTS
Land use approvals for the site are streamlined because the
City has already completed an Environmental Impact Statement
(EIS) under the State Environmental Policy Act (SEPA) for the
North Downtown Subarea Plan, which includes the site. All
proposed land uses are allowed as of right, and design standards
are prescriptive standards reviewed with the building permit, so
discretionary reviews are not required. In addition, the project
falls below the thresholds that require a Traffic Impact Assessment,
further streamlining review. The Site Development Permit can
be submitted concurrent with or prior to the Building Permit
application. In order to allow shoring work on the retaining
wall to begin as soon as possible, we propose to submit the
site development application in advance of the building permit
application, and defer mechanical, electrical, and plumbing permits
in order to advance the construction schedule. City staff reports
that permitting for this type of project will likely take between 5
and 7 months.
Other required permitting steps include right-of-way occupancy
permits for construction staging and Work Order permits
for street reconstruction (on Court D) and modifications (on
Market Street). In addition, we will submit our application for the
multifamily property tax exemption at roughly the same time that
we submit our building permit application.
The sale of the site will require approval by both the Tacoma
Community Redevelopment Authority and the Tacoma City
Council. The city’s goals for the sale include generating a return,
taking into account sales and property tax revenue as well as
creation of family wage jobs and other benefits. The land will
likely be subject to a development agreement and restrictive
covenants to ensure the City’s interests in the site.

design program
TARGET MARKET
The Marquee’s concept and design stem from a profile of
our target market resident. While many apartment projects
target Millennials, our target tenants are 40 to 70 years old.
Baby Boomers (aged 52-70) are the largest and wealthiest
generation alive (Source: Fry, Richard), and trends show that
more Baby Boomers are moving to urban areas (Source:
Trapasso, Clare). In a recent report by FreddieMac, 68% of
Baby Boomers saw renting as a strategic choice, with 63%
reporting that renting also fit their current lifestyle; the
same as young millenials (21 - 27) and 16% more than older
millennials (28 - 37). Furthermore 82% of Boomers are of the
opinion that renting is more affordable than owning a house.
When asked how likely they were to purchase a home, 30%
of Boomers said “Not at all Likely”, twice that of the average
response across all age demographics.

INTRODUCING:

Age
Occupation
&
Employment
Status
Hobbies

Current
Home

To help fully characterize our target household, we have
prepared a profile for a hypothetical couple, Kara and David,
who embody the target demographic for The Marquee, as
shown on the right:

Children

Going beyond the resident profile, Viking Development
Group sought to understand what the typical resident would
desire in urban living. By understanding the needs of the
future residents, Viking Development Group conceived of
amenities that responded to those needs and in turn, help
ease the transition from single family home to exciting and
vibrant urban living.

Current
Home

Kara

David

58

61

Marketing Director Attorney - Private
- Freelance and
practice 20 hours a
Consulting 30% of week.
her time.
Rowing, hiking,
Painting, golfing,
cooking, movies
fly fishing, cooking,
and live music.
reading.
Kara and David purchased their home
in 1990 for $130,000 5 years after being
married. Currently their home is valued
at $790,000 and it is entirely paid off.
They own a condominium at La Quinta
Resort & Club near Palm Desert that
they spend 2 months at each year.
Kara and David have two children.
Chelsea is 30 and lives in Seattle working
for Amazon. Kevin is 27 and lives in
Austin, Texas working as a financial
analyst.
In addition to their travel to La Quinta,
Kara and David frequently travel
internationally and visit their son in Austin
1 to 2 times a year.

DESIGN SOLUTIONS:

What Kara & David Want in
Housing
Comfortable Urban Living

How The Marquee Responds

Large units, high end finishes and appliances. Flexible amenities that serve as office, game room
and lounge.
Connected to Community, City Concierge service provides nightly programing and theatre tickets in urban setting.
and Culture
Entertainment
Community kitchen and roof deck can be used to host larger gatherings.
Storage

Storage on each floor for miscellaneous items.

Access to nature

Community garden on parking podium. Rooftop offering panoramic views.

Convenience

House cleaning, dry cleaning, extended leave housekeeping. Concierge service.

Active Lifestyle

Large fitness center. Boat slip discount.

Continuing Education

Artist in residency provides art classes. Proximity to UW Tacoma.

Tacoma, WA. 11

design program

RESIDENT COURTYARD

Throughout the design process, the surrounding area, theatrical
presence, and local arts community served as an inspirational
focal point for the project design. The design of the building
and the cultivation of uses is intended to foster local artist
and community engagement as well as respond to neighboring
elements of Tacoma’s downtown architecture. For example, the
dramatic angle of the building’s courtyard is reflective of the
bold alignment of the City Hall’s building massing. Additionally,
materials like brick will mirror but not mimic the other
surrounding buildings, while elements of architectural details,
such as historic window casings will inspire exterior accents.

KEY AMENITIES & SERVICES

ROOF TOP DECK

The wealth of building amenities available is in
response to the desires of our target market.

◆◆ Concierge
»» Theater tickets
»» Laundry / dry cleaning services
»» Travel advisor
»» Extended home care
◆◆ Fitness Center
»» Group exercise classes
◆◆ Uber & Lyft contracts
◆◆ Community room with work stations
and games - flexible space with a
variety of programming
◆◆ Communal kitchen
◆◆ Guest suite (doubles as a model unit)
◆◆ Artist in residence program with
rotating art selection
◆◆ Boat slip discount
◆◆ Roof deck with views of the Sound
◆◆ Courtyard with outdoor grilling
station and outdoor fireplace
◆◆ Storage units

12 Pacific Northwest NAIOP Competition | MARCH 2018

SCREENED PARKING

FACING SOUTH BUILDING SECTION

FACING WEST BUILDING SECTION

Tacoma, WA. 13

SUSTAINABILITY FEATURES
This project is quality driven, and focused on materials that would best enhance the design goals and objectives; such as, quartz
countertops for its high quality and durability in residential units. Additionally, the project team will search for re-used timbers to
enhance the character of the design, specify low-VOC materials for improved air quality, and will create great quality spaces using
timeless materials which are both environmentally and economically sustainable.
As part of the LEED certification process, this project will use environmentally responsible and sustainable design features. Other
innovative approaches include stormwater flow-through planters that filter and detain water before connecting to the city sewer
system on Court Street, low emission materials, energy star appliances, and heat recovery on mechanical systems. Additionally, the
indoor environmental quality is enhanced by natural light permeability, energy efficient fixtures and finally, the reduction of water
use with non-invasive native plants that have the added benefit of needing fewer fertilizers or pesticides. Wherever possible, local or
regional materials will be chosen to reduce the carbon footprint. More details can be found in the Appendix.

FLOOR PLATE DESCRIPTION
On the ground level, the building features a small-unit storage
area, secure bicycle parking, controlled building access, a business
center?, a leasing office, building lobby, food hall style retail unit
and a movie theater. a pet grooming room?. Levels two and three
are parking floors: a plate of secure resident parking and plate of
public parking. Rising above the levels of parking, the first level
of residential uses begins on the 4th floor. Here, residents can
enjoy amenities including a courtyard with a gas fireplace and
BBQ spaces, private terraces, a fitness center, a community living
room containing a lounge with a gas fireplace and gaming area, and
a family-style, gourmet kitchen opening into a large dining area
available to rent for private events, otherwise the area is open to
the community. The residential floor plates, ranging from the 5th
to 8th floor, have a typical unit mix of five studios, four 1-bedroom,
seven 1-bedrooms with dens, and two 2-bedrooms. Additionally
there is one-term guest rental unit and one unit for the Artist
in Residence. Amenities are interspersed throughout the building.
The project is capped with a rooftop terrace where residents can
admire exclusive views of the Tacoma waterfront and skyline. The
table below summarizes the gross building area and associated
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hard cost assumptions by floor. The average unit size and unit mix
are detailed in the table below:
UNIT MIX

Unit Type

Avg. Size sf

Total Units

% of units

Specialty Units

353

5

5.3%

Studio

573

21

22.3%

1-Bed

769

17

18.1%

1-Bed + Den

684

41

43.6%

2-Bed

1021

10

10.6%

Total

743

94

100.00%

RETAIL (1ST) TYP. PARKING, AND TYP. RESIDENTIAL

RETAIL PROGRAM
Programming the retail provided an interesting
challenge for the development group to solve.
The midblock site does not check the boxes
for what a traditional retail operator typically
requires in terms of visibility and foot
traffic. The solution would need to create
destination retail that attracts people to the
site.Viking Development Group conceived of
an international food hall with seven carefully
curated restaurant concepts. We anticipate
an aggressive pre-leasing campaign to identify
a wide variety of experienced and successful
operators in the Tacoma area and the broader
Pacific Northwest who will appeal to our
target market. Our development will be an
attractive proposition for local restaurateurs,
who are often faced with a lack of capital
and business expertise. Viking Development
Group will provide turn-key restaurant space
for each tenant. (Some of those costs will be
amortized into the rent, helping the project
achieve a stronger return.) This will lower
the financial hurdle to opening a new location
and entice great tenants to The Marquee’s
food hall.
Tying the project together with the Theatre
District there will be a two-screen boutique
movie theater located behind the food hall.
The movie theatre will be another destination
retail tenant that brings evening and weekend
traffic to the site and provides a differentiated
amenity for residents. Viking Development
Group has identified Alamo Drafthouse
Cinema as a target national credited tenant
for the theater. The combination of food hall
and movie theater will provide dynamic and
complimentary retail uses that activate our
site.

MARKET STREET GROUND LEVEL

4TH FLOOR - RESIDENTIAL

PARKING FLOOR PLATE

PARKING

scale: 1/4” = 15’

N

The program includes roughly 48,000 square
feet of parking with access from Court D.
We estimate this will provide capacity for 60
spaces for apartment tenants and 62 spaces
for the City’s public parking. Drivers will
enter the public parking on the upper level
via a ramp from Court D. Access to the
residential parking spaces will be through a
gate from the ramp leading down from the
City’s parking deck. While the City requested
70 parking spaces, we estimate that a full floor
plate of parking will accommodate less than
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MARKET STREET BUILDING FACADE

VIEW FROM COURTYARD

BIRDS-EYE VIEW

70 spaces after accounting for ramping, building core, etc.
Adding a small number of additional spaces elsewhere
would be challenging for building design and more difficult
for the City to manage. However, because the site will
no longer require a driveway access from Market Street,
additional on-street parking spaces will be created as part
of the project, offering nearly the same total number of
public parking spaces as are currently available at the site.
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building systems summary
The building type for this project will be 5 floors of Type IIIA wood frame construction over a 3-story concrete podium. The
building will be equipped throughout with an approved automatic sprinkler system. The combination of Type III fire-resistant wood
frame construction and automatic sprinklers allows us to reach a 5 stories above the concrete podium and a maximum height of
85 feet under the Washington Building Code (which is based on the 2015 International Building Code). Importantly for our site,
given the significant grade change, height is measured from the average of the finished ground level adjoining the building’s exterior
walls. For our site, which has three sides roughly level with Market Street and one elevated roughly 30 feet, we have estimated
this at 7.5 feet above the Market Street elevation, allowing our building to extend to a maximum of roughly 92.5 feet above Market
Street while utilizing cost-effective wood frame construction above the podium. The grade change also allows us to accommodate
two floors of parking above grade while retaining a full floor for retail and residential amenities and five floors of apartments. This
reduces excavation costs and potential water table issues relative to below-grade parking.
We plan on using sustainable materials, an energy efficient design and building envelope, and an extensive green roof system to
achieve LEED certification.

CONSTRUCTION ISSUES

CONSTRUCTION COSTS

Most of the challenges of this project are going to come up in
the beginning stages of construction, particularly during site
work and building the concrete podium that the building will
sit on. Because of the location of the site, it is likely that
there are water table issues below the site, and possible soil
instabilities. Due to this, it will be important to conduct a
geotechnical report and adjust the foundation based on these
findings. If there are soil and water issues, we might have to
drive pilings down to bedrock and build the building on these
pilings. The largest challenge with the site work however is
going to be rebuilding the retaining wall. This is important
as the current retaining wall needs to be replaced but also
because changing the retaining wall to a vertical tieback style
retaining wall will increase the footprint of the site, and allow
us to accommodate more parking stalls and retail space
inside the podium.

In order to account for our use of Type IIIA construction, we
have adjusted our assumed cost per square foot for wood frame
construction upward from the estimate for Type V provided
by Sierra Construction by just under 15% based on the spread
between Type III and Type V construction costs in ICC permit
valuation tables.

Due to the low traffic on Court D street, we will use this
area for as much staging as we can, although we understand
that for the site work and beginning phases of the project, we
will stage items on the site itself or occasionally on Market St,
when absolutely necessary.

Construction costs for the food hall have been estimated using the
top end of the range provided by Anderson Construction, in order
to account for providing a warm shell. On top of the construction
cost, we have assumed $10,000 per vendor (roughly $10 per sq ft)
in tenant improvements, plus allowed for $35 per sq ft of furniture,
fixtures and equipment (FF&E) for the food hall seating area. For
the theater - a credit tenant - we have assumed a standard retail
shell cost with a $40 per sq ft tenant improvement allowance.

We have also accounted for the increased cost of meeting LEED
requirements as follows:
◆◆ Increase hard costs by roughly 2% (based on research
summarized by the U.S. Green Building Council)
◆◆ Increase soft costs by $50,000 of for LEED certification
(based on other project experience)
◆◆ Increase costs for green roof installation by $7 per sq ft

All other construction costs are based either on the unit costs
provided or on pro formas for similar developments.
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demographics
RANKINGS
#1
Seattle-Tacoma-Bellevue
MSA ranked best place for a
healthy retirement (2015)

#25
Best Cities for Business and
Careers - Forbes 2017

#1
WA state ranked #1 for equity
increase on owner occupied
units in the nation 2017

#1
Seattle-Tacoma-Bellevue
ranked the #1 MSA for tech
job growth - Forbes

#6
December 2017, Tacoma ranked
the 6th hippest city in the US
(Source:newstribune.com)

#4
Tacoma as the #4 top city to
retire in - Livability.com, 2015

The population of Tacoma is approximately 211,000 with an unemployment rate
of 5.4%, which is as historically low as it gets.The previous years disproportionate
growth between population & workforce between can be attributed to State
Farm moving-in during 2013 and recruiting locals. This is further backed up by
the unemployment rate in Tacoma which started at 9.7% in 2013 and dropped
to 7.5% by the end of the year. Costar anticipates population growth of around
5.9% between 2017 and 2022, however workforce growth should be expected
to slow down considering State Farms departure in 2018, a market correction
due in the coming years and Tacoma already at its lowest unemployment rate.
The biggest age group in Tacoma is 5-17, followed by 25-34, which explains the
average household being 2.3 residents; two partners and a child. The City also
boasts an older age group, with 37% of the population being over 45, suggesting
workers are coming to the end of their careers and even retiring in Tacoma.
There were over 3,000 homes sold or listed for sale for over $400,000 within
the last three years within roughly an 8 mile radius of the site, and over 1,000
sold or listed for sale for over $550,000 in the same area. Many of the highpriced homes are located in close proximity to the site -- roughly 200 homes
sold for $550,000 or more within the last three years in the area within about
2 miles of the site.
72,000 people visit Tacoma a day (Mon- Fri) to work, which translates to a
net gain in workforce of 16,000. Within a 1-mile radius of the site the area
experiences an influx of 40,000 employees per work day, providing a net gain
of 35,000 in workforce.
With the site located within Tacoma’s theatre district it is encouraging that
pro-rata Tacoma boasts more Artists than Portland, OR, and Seattle, WA. On
the other hand, the Science and Tech workforce is significantly lower than
those two cities, which is a concern considering the University of Washington’s
Tacoma campus has a Science and Tech department. (Data USA 2017)
An August 2017 survey carried out by FreddieMac found that 68% of Baby
Boomers felt renting was a strategic choice, with 63% reporting renting also fit
with their current lifestyle; the same as young millenials (21 - 27) and 16% more
than older millennials (28 - 37), furthermore 82% of Boomers are also of the
opinion renting is more affordable than owning a house.When asked how likely
they were to purchase a home, 30% of Boomers said “Not at all Likely”, twice
that of the average response across all age demographics. Our target tenant has
both the cash and desire to rent.
Median household income is $55,000/year with the biggest employment
industry sector being health care, followed by retail and then accommodation
& food services, and this is reflected across all employment age groups.
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market conditions
NATIONAL ECONOMIC OUTLOOK

NATIONAL MULTIFAMILY

Strong consumer spending, increased private investment and the
new tax plan are expected to drive growth throughout 2018
but as the labor market tightens, employment growth is slowing.
The unemployment rate is at 4.1%, which is considered “full”
employment, therefore an increasing participation rate is required
in order to reverse the slowing growth trend.

Occupancy – Overall market occupancy is 93.7%. Large supply
growth has increased vacancies in stabilized properties. However,
after a slowdown in 2016, the multi-family sector rebounded last
year with demand approaching the highest level on record.

U.S. Economy – According to the advanced estimate for Q4 2017
by the Federal Reserve, the economy expanded by 2.6% YOY, and
the Q3 2017 numbers were finalized at 3.2%. Economists forecast
increased growth in 2018 due to tax cuts, but long term growth
is projected to fall just short of 2% due to an aging workforce,
sluggish productivity and a soaring national debt.
Solid Job Growth – The unemployment rate remains at 4.1%, the
lowest since December 2000, while the overall participation rate
remains steady at 62.7%.The annualized Job Growth rate is at 1.5%.
In January, the 12-month trailing average was down to 176,000 jobs
which is attributed to the lingering impacts of hurricanes and a tight
labor supply.
Wage Growth – In January 2018, hourly earnings rose by 2.9% YOY,
overall the best gains since June 2009. Nonsupervisory worker
earnings (80% of workforce) rose by 2.4% the strongest wage
growth numbers in the last 9 years.
Interest Rates – In December 2017, the Fed raised its interestrate target by a quarter of one percent to 1.25-1.5% while leaving
the 2018 projections effectively unchanged at 2.1% by the end of
this year. Nevertheless, there has been recent speculation that the
Fed might further increase interests rates due to signs of strong
inflation and wage growth. The Fed is expected to raise interest
rates 3 times this year.

Rent Growth – The year ended with rents rising nationally by 2.5%
YOY. Growth is expected to continue at roughly the same rate, led
by strong market fundamentals. Rent growth has slowed in markets
with low affordability, especially for Class A inventory.
Household Formation – Over the past five years, a record setting
average of one million new renter households were formed each
year.
Homeownership Rate – The homeownership rate has been
steadily falling since 2004, when it was at 69.2%. Currently, the
homeownership rate is at 64.2%. The 20 year average is 66.7% as
Millennials age, the rate is expected to increase as well. However,
millennials are still expected to rent longer than previous
generations, have higher amounts of debt, and are less likely to have
the funds needed for a down payment.
Construction Deliveries – In 2018, forecasts include increasing
deliveries, which are expected to reach a cycle peak of nearly
360,000 new units and decreasing occupancy rates as the market
adjust. Those markets with the deepest demand to absorb new
deliveries will be best positioned to see fundamentals rebound
from any near term softening.

Capital Markets – Capital market spending has rebounded after a
slow start in early 2017. Total with sales volume finishing the year
at $124,953,000,000.
Tax Cuts – The recently passed federal tax cuts have put additional
constraints on the LIHTC market. Increasing deficits will strain the
government’s already weak fiscal position. Economist project the
cuts will also likely raise inflation.
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multifamily market

PRICING AND SQUARE FOOTAGE BY PROPERTY

Vacancy Rates
Lease Rates
Absorbtion Rates
Until recently, Tacoma has seen little growth in the multifamily sector. The current supply in the downtown area
includes 3,579 units, of which 1,383 are market rate.
Approximately 279 units were delivered in the last year, 792
units are currently under construction, and an additional
266 units are proposed. If all goes according to schedule
(including proposed projects) roughly 300 units will be
delivered in the first two quarters of 2018, 634 during the
first quarter of 2019, and the remaining 166 delivered by
the end of year 2019. Although this is a fairly large influx
for Tacoma’s standards, the vast majority of these units will
be small studio units marketed toward Millennials. In fact,
Tacoma Town Center units are slated to run no larger than
600 SF. In addition, only one of the projects in the pipeline
(which is still in proposal) will be constructed in the Theater
District, and it will contain at least 20% affordable housing.
So while there are a substantial number of units coming
online, those projects offer smaller units and are marketed
towards a younger demographic. They are also located
outside of the competitive market area of The Marquee.
While they might pose a certain degree of competition by
slowing absorption, they are simultaneously making Tacoma
a more lively and desirable location to live.
An estimated demand of 6,600 new market-rate rentals
in the Tacoma-Lakewood HMA is expected through July 1,
2020. Demand distribution is as follows:
DEMAND BY UNIT TYPE

Studio Unit

1-Bed Unit

2-Bed Unit

3-Bed Unit

330

1,975

2,975

1,325

Demand Drivers: Tacoma’s population increased by
approximately 8,000 people since 2016. This is partially
due to the fact that Seattle’s home prices have doubled
compared to Tacoma’s home prices, and multi-family rent
in Seattle ranks among the top five most expensive in
the nation, pushing resident’s out of the greater Seattle
area, south towards Tacoma. In addition, Tacoma saw a
roughly 2.9% increase in job growth between June 2016
- June 2017, which outpaced the national average.
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Vacancy:Vacancy in Tacoma has been very low due to a lack of new
multi-family development and strong rental demand. However, rents
remains among the lowest in the Puget Sound area, which can be
attributed to the areas low median income.Vacancy for market rate
apartments in Tacoma rose from 1% to 4% between September
2017 and December 2017, much of which can be attributed to The
Grand on Broadway. That project delivered 139 market rate units
during that time. During the same time period, affordable market
unit vacancy rose from 2% to 3%.
Absorption: Since 2013, four of the largest multi-family projects
(including Copperline, Century, The Henry, and Proctor Station)
delivered approximately 720 units to the market. The absorption
of these units averaged 13 units per month, with a total lease up
period averaging 12 months. The most recent delivery, The Grand
on Broadway was approximately 60% leased up 6 months after
opening in late 2017, keeping pace with historic absorption trends,
if not exceeding those trends.
Tacoma Multi-Family Pricing: Although rental rates are relatively
low in Tacoma, compared to other markets, they have increased
8.8% between 2016 and 2017, and 9.3% between 2017 and 2018.
This places Tacoma 6th in the nation in highest year over year
rent increases. In addition, rent in the immediate area trends
approximately 3% higher than the overall City of Tacoma average.
The two newest projects to deliver to the market, (The Grand on
Broadway and The Henry) recieve average rents of $2.80/SF, while
the The Grand on Broadway leads the market with an average rent
of $2.87/SF (see full rent comparison on in the Apendix). While
our pricing reflects current, new product rates, it would be safe to
assume a moderate rent increase of 3.5% per year (much lower
than the past years rent increases), until delivery in 2021 which
could yield around $3.17/SF.

retail market
Vacancy Rates

zoning &
entitlements

Lease Rates
Absorbtion Ratesv

National Outlook:
The national retail market has been strong despite
many articles about the death of retail in the past year.
Key industry metrics were all strong at the end of
2017. Net absorption was a positive 34 million sq ft.
The vacancy rate ended the year at 4.5% and rental
rates average $16.45 per sq ft, a healthy increase of
3.89% year over year.
Local Outlook:
The Puget Sound retail market is strong with many of
the traditional retail demand drivers performing well.
Net absorption across the Puget Sound was a positive
858,000 sq ft in 2017. The vacancy rate was 3.4% and
the average rental rate for the market was $23.35
per sq ft.

PARKING RATES
The City of Tacoma currently owns six public parking facilities
with a total of nearly 2,550 parking spaces. There are dozens
of other parking facilities in and around downtown Tacoma as
well. Daily rates for centrally-located facilities range from $10 to
$15, with lower rates in some locations. Monthly parking rates
are generally between $75 and $135, depending on location. The
surface parking lot on the site currently charges $85 for a monthly
permit and $8 maximum for daily parking. The City garage across
the street charges $100 per month for employee parking permits,
and does not offer public daily or hourly parking.
DOWNTOWN APARTMENT PARKING RATES

Project

Montly Rate

Bella on Broadway

$90

Assigned Garage

Theas Landing

$90

Assigned Surface

The Grand on Broadway Included*

Unassigned Garage

The Henry

$85

Assigned Garage

Villageo

$90

Unassigned Garage

The Marquee

$90

Assigned Garage

* The Grand on Broadway comparable rent rate calculates
have been adjusted to account for parking

However drilling down into the Tacoma Central
Business District submarket tells somewhat of a
different story. Net absorption was a negative 24,300
sq ft in 2017. The vacancy rate increased to finish
the year at 4.2%. The average rental rate was $13.74.
Despite the low average asking rent for existing retail,
new construction asking rents are between $32.00
and $35.00 per sq ft. according to a survey of new
construction rents on CoStar.
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economic model
The table on the right provides a summary of key financial assumptions and returns. Highlights include:
◆◆ Total development cost of $30.6 million ($204 per GSF)
◆◆ Total project value of $36.7 million, for a total profit of $6.1 million
◆◆ Return on cost (cash on cash) of 6.65%
◆◆ Leveraged IRR of 21.25%
Details of hard and soft costs, cash flow, debt and equity, and exit return assumptions are provided in the appendix.

BIRD’S EYE VIEW OF DOWNTOWN TACOMA
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Multifamily
Design Assumptions
Gross SF (including parking & utility)
GSF (excluding parking & utility)
Gross leasable SF
Total Units
Parking Stalls
Cost Assumptions
Land Value per Development Unit ($/NRSF)
Site Infrastructure ($/SF of Site)
Building Shell ($/SF)
Tenant Improvement ($/SF)
Parking ($/Stall)
Soft Costs ($/SF)
Total ($/SF)
Total Cost before financing
Cost per Unit ($/Unit)
Base Yr. Operating Expenses ($/Unit/Month)
Base Yr. Operating Expenses ($/Unit)
Base Yr. Operating Expenses ($/SF/Yr.)
Income Assumptions
Rental Income ($/SF/Mo.)
Rental Income ($/SF/Yr)
Sales Income ($/Usable SF)
Parking Income ($/space/Mo.)
Parking Income ($/SF/Mo.)
NOI
Value Assumptions
Capitalization Rate
Value ($/SF)
Value Total $
Construction Debt Assumptions
Loan to Value
Total Debt
Equity Required to Fund Loan
Interest Rate
Term
Permanent Financing Debt Assumptions
Loan To value
Debt Service Coverage
Total Debt
Equity Required to Fund Loan
Interest Rate
Term
Return Assumptions
Unleveraged Yield on Cost
Leveraged Yield on Cost
Unleveraged IRR
Leveraged IRR

Retail

City Parking

Total

109,018
82,728
69,795
94
60

17,218
14,928
14,928

24,000

0

62

$11.46

$13.40

150,236
97,656
84,723
94
60

$25
$180

$188
$26

$90

$32,000
$30,968
$33
$52
$22
$191
$307
$117
$20,829,824
$5,284,786
$2,796,922
$221,594
$663
$7,955
$6.86 NNN
N/A
$2.49
$29.88

$31,475
$192
$28,911,531
$307,569

$2.80
$33.60
N/A
$90.00
$0.23
$1,625,390

$2.32

$308,842

$1,934,232

5.50%
$285
$31,122,157

5.50%
$326
$5,615,300

5.50%
$245
$36,737,457

N/A

65.8%
$20,011,408
$10,408,151
4.38%
3+1+1
62.9%
1.25
$23,125,490
$13,611,967
5.34%
10/30
8.44%

5.84%

0.00%

7.07%
9.91%
11.72%
21.25%
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risk analysis
Viking Development Group started by carrying out a high level
risk analysis which explored the risks involved with different
development uses and types. The team found that a single use
development presented various market risks and did not meet
the goals and objectives of the project. The litigation that has
surrounded condo development in the recent years made this
proposal disproportionately high in risk when assessing the
potential reward. A primarily retail driven development concept
was deemed impractical, but was still considered as an amenity,
whilst hotel, office, multifamily and storage would likely make up the
majority of a mixed-use program. A decision tree (see appendices)
shows how the the decision to proceed with The Marquee program
was made by comparing the Return of Capitals for a number of
program types.
For The Marquee, a SWOT analysis was performed which
prompted a review of the most prominent project specific risks and
opportunities Viking Development Group would face throughout
each stage of the development process.

RISKS
The Rising Cost to Develop - Construction Costs
Nationwide, construction costs have increased 30% since 2010. In
2017 alone there was a 5% increase in construction costs. (Source:
Turner Construction Cost Index). Tacoma has not been immune to
the increases in construction costs that plague Portland, OR, and
Seattle, WA. However Tacoma has not been able to benefit from
the higher rental rates those two larger markets achieve.
Waiting for the market to plateau is not a solution. To mitigate
rising construction costs a separate permit for the retaining wall
should be obtained with a construction contract locked in as
soon as possible. A construction contract executed at the earliest
opportunity for the development is also advised.
In addition, excavating a pit in an area known for having a water
table close to the surface is risky and can require sophisticated and
costly construction techniques to manage the rise of water into the
site. To mitigate this risk the design locates the complete program
above grade with as little excavation as possible.

Market Conditions - Rental Rates
Striking the most efficient rental rate is imperative and will dictate
how successful our leasing goes.
As is discussed in the multi-family overview, there are not many
comparable products like The Marquee in Tacoma, and those that
are of a similar standard warrant higher rental rates. The risk lies
in justifying higher rental rates to prospective residents, which will
need to be done by carefully selecting the services and amenities
the property should offer.
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Sensitivity Scenario Analysis
For the major risks identified above Viking Development Group
ran a sensitivity scenario to further understand the potential
impact if they occur. This scenario is known as “pessimistic” and
the parameters modified to reflect this happening are shown
below:
PESSIMISTIC SCENARIO

Increased Construction Costs 5% increase in hard costs
Lower multi-family rents achieved

Avg. of $2.70/sf

Increased concession
on multi-family

2 months free rent

Lower retail rents achieved

$28/ on Food Hall,
$25/sf on Theatre

As shown in the comparison table below, the project can weather
these challenges without going in the red.
Viking Development Group also recognizes that the Development
could achieve higher rents and lower construction costs than
anticipated. Using this as an “Optimistic” scenario the inputs
changed are shown below:
OPTIMISTIC SCENARIO

Contingency not used
Higher multi-family rents achieved

Contingency
reduced by 50%
Avg. of $2.95

No concession on multi-family Concessions reduced to 0
Faster lease-up
Higher retail rents achieved

Lease-up increased
from 4/mo to 5.5/mo
$34/sf on food hall,
$32/sf on Theatre

Going one step further, by applying a variety of probability weights
next to each scenario Viking Development Group was able to
assess the impact of each occurring in terms of its likelihood. The
above comparison matrix outlines what VDG feel are the most
reasonable weights, more can be found in the appendices. This
analysis shows that the Marquee will be financially successful
financially, even after accounting for current market risks.

Both scenarios are compared against the projected “Base”scenario as outlined in this proposal. Below:
SENSITIVITY ANALYSIS

OPPORTUNITIES
While development is inherently risky, we also see opportunity in this project.

The Theatre District & Local Artists
The immediate area has a theme the development can immerse itself into. It should seek to take advantage of this as much as possible
with strategically chosen amenities, branding and façade treatments to enhance the community. Furthermore,Tacoma boasts more Artists
pro rata than both Seattle and Portland (see demographics), and with the Arts adding to urban economies by attracting knowledgeable
talent, the Development should seek to encourage this both in and outside the property. (Source: Economic Development Quarterly
2015)

Influx of Weekday Workforce
There is a large net gain in employees during the work week (see Demographics). Introducing retail on the 1st floor which can provide
services tailored towards employees on their commutes or lunch is an attractive selling point when enticing potential tenants.

FOOD HALL DESIGN INSPIRATION
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appendix
MULTI-FAMILY APARTMENT SALES COMPS
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MULTI-FAMILY APARTMENT RENT COMPARABLES

THE MARQUEE

A

B

THE GRAND ON BROADWAY

THE HENRY

Address

1328 Market Street

Address

1933 Dock Street

Year Built

2017

Year Built

2015

Avg. sf

562.50

Avg. sf

726.42

Avg. Rent

$1,612.00

Avg. Rent

$2,114.00

Avg. $/sf

$2.87

Avg. $/sf

$2.73

C

D

PROCTOR STATION

POINT RUSTON

Address

1933 Dock Street

Address

5005 Ruston Way

Year Built

2016

Year Built

2013

Avg. sf

705.00

Avg. sf

855.00

Avg. Rent

$1,839.00

Avg. Rent

$2,326.00

Avg. $/sf

$2.61

Avg. $/sf

$2.72

Address

728 Market Street

Year Built

2021

Avg. sf

776.00

Avg. Rent

$2,127

Avg. $/sf

$2.86
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MULTI-FAMILY APARTMENT PIPELINE

PROJECTS IN THE PIPELINE

Project Name
A
B
C
D
E
F

Address

2018

Status

Q1

Stadium Apartments

102 N G Street Under
Construction
Tacoma Town Center Tacoma Ave & Under
S 21st Street
Construction
Building 11 North
5123 Yacht
Under
Club Rd
Construction
Pine Street 6-plex
4026 S Pine St Under
Construction
Hailey Apartments
1210 Tacoma
Proposed
Ave S
n/a
415 E 25th St
Proposed

Q2

Q3

2019
Q4

Q1

Q2

Q3

Q4

172
534
80
6

Total
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166
100
258

800

economic modeling
FINANCING ASSUMPTIONS
PERMANENT FINANCING
Stabilized Value

Loan Terms

Rate

Loan Amount
Equity
DSCR

63%
37%

Term
Amortization

10
30

10 YR T
Spread

2.84%
2.50%
5.34%

Payment (Monthly)
Payment (Yearly)

CONSTRUCTION FINANCING
Total Construction Cost
Construction Loan before interest reserve
Equity
Loan Terms
Term
Amortization
Rate
LIBOR
Spread
Development Timeline
Construction duration (months)
Lease up / stabilization (months)

64%
36%

PERMANENT LOAN SIZING
Interest Rate
Amortization
Debt-Coverage Ratio
Loan Limitations
Stabilized NOI (Year 3)
CAP Rate
Supportable Mortgage
Annual Debt Service

DCR
5.34%
30
1.25
$1,934,232
$23,125,490
$1,547,385

LTV
5.34%
30
70%
$1,934,232
5.50%
$24,617,496
$1,647,219

$128,949
$1,547,385

$28,911,531
$18,503,380
$10,408,151

3+1+1
I.O.
1.58%
2.80%
4.38%
18
11.8

Interest during development
Construction loan interest reserve
Construction loan plus interest reserve
Equity

$36,737,457
$23,125,490
$13,611,967
1.25

$1,508,028
65.8%
34.2%

$20,011,408
$10,408,151
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SOFT COSTS
Permit Fees
Architectural & Engineering% of hard costs
Tax Abatement Application
LEED certification
Signage
Retail Leasing Fees
Security
Insurance
per 1000 of HC
$
Overhead
per month
$
Property Taxes during development
Land Use Consultant
Marketing
Title Policy for Construction
Title Policy for Site Acquisition
Legal Fees
Appraisal
2,676 $
Food Hall FF&E
Apartment lobby & amenity space FF&E
Total Soft Costs
CONTINGENCY
Site Contigency
Hard Cost Contingency
Soft Cost Contingency
DEVELOPER FEE
Developer Fee

$
6.0% $
$
$
$
$
$
8.00 $
5,000.00 $
$
$
$
$
$
$
$
35.00 $
$
24.1% $

2,546,160
1,236,295
5,000
50,000
25,000
55,489
20,000
164,839
90,000
46,958
5,000
200,000
15,000
10,000
200,000
5,000
93,643
200,000
4,968,383

$200,000
$3,546,755

$901,712

$519,916

$
$
$
$

53,250
1,030,246
124,210
1,207,705

$42,600
$737,949
$88,969
$869,518

$10,650
$184,487
$22,242
$217,379

$0
$107,810
$12,998
$120,808

$

1,065,532

$852,425

$213,106

$
$
$
$

100,057
1,508,028
115,627
1,723,712

$

28,911,531

$
$
$

30,635,244
204
325,907

$20,829,824
72.05%
$22,071,703
$276.49

$5,284,786
18.28%
$5,599,866
$249.90

5% of site costs
5% of hard costs
2.50% of soft costs
Total Contingency
4% of hard & soft costs & site

FINANCING COSTS
Financing Fees (Construction Loan)0.50% of construction loan
Construction Interest
Financing Fees (Permanent Loan) 0.50% of takeout loan
Financing Total
Total Project Cost before financing
% of project cost
Total project cost with financing
Total cost per GSF
Total cost per unit
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$93,643

$2,796,922
9.67%
$2,963,675
$123.49

PROJECT ASSUMPTIONS
LAND
Total Site Area
Land Purchase Price
Price per SF
Estimated Property Taxes on Land
BUILDING INFORMATION
Total Building GSF (W/Parking)
Total Building GSF (w/o Parking)
Gross Leasable SF (Retail + MF)
Multi Family Leasable SF
Retail Leasable SF
APARTMENTS
Building Information

$
$
$

24,209
1,000,000
41.31
15,762.11

PROPERTY TAX ESTIMATE

Land Value
Building Value
Building Value excluding MF
Real Market Value
Taxable Value (year 1)
Tax Rate per $1,000
Estimated Taxes (Year 1)

150,236
93,178
77,722
69,795
14,928

$
$
$
$
$
$
$

Theater & Food Hall
Retail Information

Number of Floors
5.0
Theater GSF
Average GSF per Floor
15,650
Food Hall GSF
Housing GSF (including ground floor)
82,728
Food Hall Stalls
Housing GSF (excluding ground floor)
78,250
Number of Units Per Floor (full floors)
19
Theater Revenue Assumptions
Total Number of Units
94
Retail rent per SF (annual, NNN)
Residential Parking Spaces
60
PGI - Theater
Storage Units
53
Vacancy Rate
Efficiency (on residential floors)
89%
Collection Losses
Gross Leasable
69,795
EGI- Retail
Average unit size
728
Operating Cost Assumptions
Revenue Assumptions
Op Ex NNN - billed back to tenants
Average Price Per SF (monthly)
$
2.86
Leasing Fees
PGI - Apartments
$
2,399,128
Total Fees
Vacancy Rate
5%
Years 1-5
Collection Losses
0.5%
Rent Escalations
Concessions
1%
Parking (per space, monthly)
$90
NOI
Storage (per storage space)
$60
Retail NOI
Misc. Income (per unit, monthly)
$25
Retail NOI / GSF
PGI - Misc. & Parking
$
10,950
Food Hall NOI (see seperate tab)
EGR - Residential (annual)
$
2,373,175
Retail/Food Hall portion of development cost
Operating Cost Assumptions
Retail / Food Hall return on cost
Op Ex - controllables (per unit annual)
$
5,000.00
Insurance (total per year)
$
30,000.00
Property taxes on residential improvements*
$
247,784.26
Total Residential operating expenses
$
747,784.26
Operating Expenses per Unit
$
7,955.15
NOI & Return on cost
Residential NOI
$ 1,625,390.32
Residential NOI / GSF
$
19.65
Residential portion of development cost
$
20,829,824
Cost per unit
$
221,594
NPV of property tax abatement
$
1,569,606
Residential return on cost
8.44%
* Property tax exemption for this portion for 8 years - NPV included in project value

796,700
26,786,384
11,066,134
27,583,084
11,862,834
15.7621
186,983

1,000

PROJECT RETURNS
Stabilized NOI
Going in cap
Exit Cap
Stabilized Value
Project Cost
Profit
Profit/Cost
Return on Cost
Equity IRR

$

$
$
$

1,934,232
5.50%
6.50%
36,737,457
30,635,244
6,102,213
19.92%
6.65%
21.25%

7,927
7,001
7

$
$

$

28.00
221,956
5%
0.5%
209,748

$

-

$

55,489
5.00%
3.00%

$
$
$
$

154,259.42
10.33
154,582
5,284,786
5.84%
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DEVELOPMENT COST BREAKDOWN
AREA

SITE & DUE DILIGENCE
Site Cost
Acquisition
Due Diligence
Environmental
Survey, geotech, etc.
Site and Due Diligence Total

COST PER GSF

24,209 $

CONSTRUCTION HARD COSTS
Building
Parking (Type I)
Utility (Type I)
Retail (Type I)
Restaurant (Type I)
Residential (Type III)
Residential Amenity (Type III)
Residential Amenity (Type I)
Landscaped courtyard
Green roof premium
LEED premium
State & local sales and use tax
Building Subtotal
TI's
Theater TI's
Per GSF
Food Hall TI's
Per tenant
TI Subtotal
Site Work
Retaining Wall
Market Street Site Improvements
Concrete Sidewalk
SF
Curb & Gutter
LF
per tree (with grate)
Street trees
Court D Site Improvements
Grind and overlay asphalt street
SF
Concrete Sidewalk
SF
Curb & Gutter
LF
per tree (with grate)
Street trees
Site Work Subtotal

TOTAL COST

HOUSING

RETAIL

CITY PARKING

41.31 $

1,000,000

$800,000

$200,000

$
$
$

40,000
25,000
1,065,000

$852,000

$213,000

$
$
$
$
$
$
$
$
$
$
$
$

3,840,000
673,200
792,700
1,750,250
10,172,500
157,800
9,600
78,488
349,491
1,800,227
19,624,255

$1,920,000
$336,600

$0
$336,600
$792,700
$1,750,250

$1,920,000

57,591 $
296,651 $
3,233,792 $

38,400
197,798
2,156,198

7,927 $
7 $

40.00 $
10,000.00 $
$

317,080
70,000
387,080

$0

$317,080
$70,000
$387,080

6879 $

75.00 $

515,928

$412,742

$103,186

600 $
60 $
1 $

8.00 $
22.00 $
2,300.00 $

4,800
1,320
2,300

$3,840
$1,056
$1,840

$960
$264
$460

$
$
$
$
$

51,360
8,560
4,708
4,600
593,576

$41,088
$6,848
$3,766
$3,680
$474,861

$10,272
$1,712
$942
$920
$118,715

$0

$

20,604,911

$14,709,125

$3,739,587

$2,156,198

48,000
7,480
7,927
7,001
78,250
1,578
1,600
11,213

2568
1070
214
2

$
$
$
$
$
$
$
$
$

$
$
$
$

80.00
90.00
100.00
250.00
130.00
120.00
100.00
6.00
7.00
2%
10.1%

20.00
8.00
22.00
2,300.00

Total Hard Costs

Page 1 of 2

32 Pacific Northwest NAIOP Competition | MARCH 2018

$
$
$

$10,172,500
$0
$157,800
$9,600
$78,488
253,500 $
1,305,777 $
14,234,264 $

$0

10-YEAR CASH FLOWS
Year
Development Phase

-$250

-$7,955.15

3.00%
94
69,795
$2.86
5%
0.5%
1%

Assumptions

Residential Income
Inflation Factor
Projected Units Absorbed
Net Rentable Area
Monthly Rent/SF
Occupancy Factor
Collection losses
Concessions
Gross Lease Revenues
Annual Operating Exp. per unit
Residential NOI
Cap Ex / Replacement Reserve (per year)
Residential Cash Flow

Acquisition
2018

1.030

1.000

(1,065,000) $ (1,065,000)
(20,604,911)
$
(4,968,383) $ (1,236,295) $
(1,207,705) $
(53,250) $
(1,065,532)
(215,684)
$
$ (2,354,545) $

1.000

1.090

Permitting & Construction
2019
2020

1.060

1.000

Lease Up
2021
2022

1.120
1.150
94
94
69,795
69,795
$
3.21 $
3.29
50%
5%
0.5%
1%
0.50%
$ 1,316,641 $ 2,593,457
$
(8,910) $
(9,148)
$ 1,325,551 $ 2,602,606

2023

1.180
94
69,795
$
3.38
5%
0.5%
0.00%
$ 2,675,268
$
(9,387)
$ 2,684,655
$
(27,730)

2024

1.210
94
69,795
$
3.47
5%
0.5%
0.00%
$ 2,743,283
$
(9,626)
$ 2,752,909
$
(28,435)

2025

1.240
94
69,795
$
3.55
5%
0.5%
0.00%
$ 2,811,298
$
(9,864)
$ 2,821,162
$
(29,140)
$

$
$
$
$

2026

1.270
94
69,795
3.64
5%
0.5%
0.00%
2,879,313
(10,103)
2,889,416
(29,845)

$

$
$
$
$

1.330
94
69,795
3.81
5%
0.5%
0.00%
3,015,344
(10,580)
3,025,924
(31,255)

Stabilized Operations
2027
2028

1.300
94
69,795
$
3.72
5%
0.5%
0.00%
$ 2,947,329
$
(10,342)
$ 2,957,670
$
(30,550)

$

$
$
$
$

2029

1.360
94
69,795
3.90
5%
0.5%
0.00%
3,083,359
(10,819)
3,094,178
(31,960)

2030

1.390
94
69,795
$
3.98
5%
0.5%
0.00%
$ 3,151,374
$
(11,058)
$ 3,162,432
$
(32,665)

$

$
$
$
$

2031

1.420
94
69,795
4.07
5%
0.5%
0.00%
3,219,390
(11,296)
3,230,686
(33,370)

2032

1.450
94
69,795
$
4.15
5%
0.5%
0.00%
$ 3,287,405
$
(11,535)
$ 3,298,940
$
(34,075)

$

$
$
$
$

2033

1.480
94
69,795
4.24
5%
0.5%
0.00%
3,355,420
(11,774)
3,367,194
(34,780)

1.360
7,927
7
5.0%
0.5%
38.08
3,627.18

1.000
7,927
7
20%

1.330
7,927
7
5.0%
0.5%
37.24 $
3,547.17 $

309,252

1.270
7,927
7
5.0%
0.5%
35.56 $
3,387.15 $

$

1.240
7,927
7
5.0%
0.5%
34.72 $
3,307.14 $

302,430

309,252
(2,380)

1.210
7,927
7
5.0%
0.5%
33.88 $
3,227.13 $

1.300
7,927
7
5.0%
0.5%
36.40 $
3,467.16 $
5%
279,968 $

302,430 $
(2,328) $

1.180
7,927
7
5.0%
0.5%
33.04 $
3,147.12 $

288,786

279,968 $
(2,275) $

1.120
7,927
7
5.0%
0.5%
31.36 $
2,987.09 $

281,965

288,786 $
(2,223) $

1.090
7,927
7
5.0%
0.5%
30.52 $
2,907.08 $

275,143

281,965 $
(2,170) $

1.060
7,927
7
5.0%
0.5%
29.68 $
2,827.07 $

268,321

275,143 $
(2,118) $

1.030
7,927
7
5.0%
0.5%
28.84 $
2,747.06 $

1.150
7,927
7
5.0%
0.5%
32.20 $
3,067.10 $
5%
247,664 $

268,321 $
(2,065) $

$
$

254,678

247,664 $
(2,013) $

1,794,627

$ 3,416,331

$ 1,868,945

$

$

3,475,008

1,927,623

$ 3,564,967

$ 2,017,582

$

$

$
$
$
$

(1,547,385) $ (1,547,385) $

54,863,880

35,864,885

56,560,701
(1,696,821)
(18,998,996)
35,864,885

(1,547,385)

$

247,856

254,678 $
(1,960) $

$

3,342,013

$

241,034

247,856 $
(1,908) $

1,720,309

$

$

$

241,034 $
(1,855) $

$

3,267,694

$

234,213

$
$

$

28.00 $
2,667.05 $
5%
180,469 $
234,213

$

$

$

$
180,469

$ (1,065,532)
$ (115,627)
(522,964) $ (1,181,159)

(522,964)

$

(10,302,456) $ (10,302,456)
(2,686,160) $ (522,964) $
(1,030,246) $ (124,210)
(100,057)
(14,118,918) $ (10,949,630) $

$ 1,645,991

$

$
$
$
$
$
$

Theater & Food Hall Income
Inflation Factor
3.00%
Retail GLA absorbed
7,927
Food Hall Stalls Filled
7
Vacancy Factor
5%
Collection losses
0.5%
Net Lease Revenue per SF - Theater
$
28.00
Lease Revenue per Stall - Food Hall
$2,667.05
Leasing fees
5.00%
Retail & Food Hall Revenues
Op. & Maint. Expenses - NNN
N/A
Retail & Food Hall NOI
Cap Ex / Replacement Reserve (per sf per year) -$0.25
Development Costs
Land & Due Dilligence
Hard costs
Soft Costs
Contingency
Developer Fee
Financing fees
Total Development Costs

1,557,837

$ 3,193,376

(1,547,385) $ (1,547,385) $ (1,547,385) $

$

3,105,222

(1,547,385) $ (1,547,385) $

$ 1,497,355

$

$ (1,508,028) $ (18,503,380)
$23,125,490 $ (1,547,385) $ (1,547,385) $ (1,547,385) $

$ 1,423,036

$ 3,044,740

$ 9,251,690

$ 1,348,718

$ 2,970,422

9,251,690

(524,972) $ 6,277,769

$ 2,896,104

$

$ 1,655,659

Financing & Debt Payments
Construction Loan
Permanent Loan

21.25% $ (2,354,545) $ (4,867,228) $ (1,697,939) $

983,056

3.00%

Net Cash Flow - Leveraged
Equity Cash Flow & Levered IRR

11.72% $ (2,354,545) $ (14,118,918) $ (10,949,630) $

Sale
Sale Value
Sale costs
Loan payoff
Net sale proceeds

Net Cash Flow - Unleveraged
Total Cash Flow & Unlevered IRR
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transportation network
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courtyard design inspiration

Tacoma, WA. 35

food hall design inspiration
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garage screening design inspiration

Tacoma, WA. 37

roof top design inspiration
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environmental features
Air Quality
◆◆ Paints and materials have low-VOC (Volatile Organic
Compounds) emissions
◆◆ Vented exhaust fans flow directly outdoors
◆◆ Bedrooms have ceiling fans for additional air circulation
◆◆ Each unit has operational windows
◆◆ 100% non-smoking building
Site Ecology

◆◆ Quartz countertops in kitchens and bathrooms that are durable,
low-VOC, and easy to clean. They don’t require sealing, repolishing, or reconditioning. They’re non-porous and the surfaces
are more impervious to bacteria and other microorganisms than
many other types of countertops
Energy and Water Efficiency
◆◆ Energy star appliances
◆◆ Central hot water that uses very high efficiency gas boilers
◆◆ Energy efficient lighting

◆◆ Landscaped terraces …

◆◆ Low-flow plumbing fixtures

◆◆ Protecting existing street trees.

◆◆ Water-saving washing machines

◆◆ New trees planted on the lower terrace of the building,
selected from the City’s official Urban Forestry ? street
tree list - or selected for ability to clean urban air (find my
reference plant list)

◆◆ Well-designed heating, cooling, and ventilation systems. Heat
recovery on the mechanical systems recovers energy from
building exhaust to precondition incoming air, saving energy

◆◆ Northwest native plants, such as vine maple trees, western
spiraea, wood violets and deer fern. Native plantings with a
organic non-pesticide/non-chemical fertilizer strategy
◆◆ An efficient drip irrigation system, and water collection
system to reduce potable water usage
◆◆ Flow-through planter boxes to filter roof water runoff
before it enters the City’s stormwater system
Material Selection
◆◆ Extensive use of re-used and regionally sourced materials
(CLT? If regionally sourced?)
◆◆ Use of Reclaimed wood
◆◆ Wood certified by the Forestry Stewardship Council (FSC)
Site Specific Design

Building Envelope
◆◆ An energy efficient enclosure combined with other features
projects the building to perform about 23% better than the
baseline for LEED code
◆◆ Highly-insulated, airtight, watertight envelope designed for
durability and low maintenance
Location & Transportation
◆◆ Four car charging stations in the parking garage to support
electric vehicles
◆◆ Bike storage racks for residents and a bike storage room with a
wash and a maintenance station
◆◆ Located near bus routes and the light rail.
◆◆ Walkability to: ? restaurants, coffee, pizza, grocery, banks, essential
services, entertainment, seasonal farmers’ market, public
transportation, and parks

◆◆ Materials are beautiful and durable, yet low-maintenance
(e.g. brick)
◆◆ Blending well with neighboring historic buildings
◆◆ Celebrating the surroundings
Building Durability
◆◆ Resilient vinyl plank flooring that contains recycled material,
is low-VOC, and is recyclable
◆◆ Carpet in the bedrooms that contains recycled material, is
low-VOC, and is recyclable
◆◆ Marmoleum flooring in the bathrooms that contains
recycled content, is low-VOC, is biodegradable, and is made
from a high percentage of natural raw materials
◆◆ Using recycled materials whenever possible
Tacoma, WA. 39

tacoma employment

Top Employment Industry Sectors

Health Care

Retail

Public Admin

Food Services

Education

Other

Top Emloyment Industry Sectors for 29 year olds and Younger

Manufacturing

Retail Trade

Health Care and Social Assistance

Accommodation and Food Services

Finance and Insurance

Other

MAJOR EMPLOYERS

Rank Organization

No. of Employees

Description

1

Joint Base Lewis-McChord

56,624

Military

2

Local Public School Districts

13,352

Public Sector

3

MultiCare Health System

6,547

Health Care

4

Washington State Employees

6,488

Public Sector

5

Franciscan Health System

5,709

Health Care
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sensitivity analysis
Sensitivity Analysis - Probability of Worse v Base v Better
1 in 3 Weights
Weight
Worse

TDC

Profit

ROC

NOI

IRR

31,874,178.00 $ 2,373,462.00

5.93% $ 1,792,975.00

16.61%

Base

33.3% $
33.3% $

30,635,244.00 $ 6,102,213.00

6.65% $ 1,934,232.00

21.25%

Better

33.3% $

29,886,061.00 $ 8,967,739.00

7.24% $ 2,050,631.00

23.43%

Expected Values

100% $

30,798,494.33 $ 5,814,471.33

6.61% $ 1,925,946.00

20.43%

50/50 Weights
Weight
Worse

TDC

Profit

ROC

NOI

IRR

31,874,178.00 $ 2,373,462.00

5.93% $ 1,792,975.00

16.61%

Base

25.0% $
50.0% $

30,635,244.00 $ 6,102,213.00

6.65% $ 1,934,232.00

21.25%

Better

25.0% $

29,886,061.00 $ 8,967,739.00

7.24% $ 2,050,631.00

23.43%

Expected Values

100% $

30,757,681.75 $ 5,886,406.75

6.62% $ 1,928,017.50

20.64%

Bad Feeling About This Weights
Weight
Worse

TDC

Profit

ROC

NOI

IRR

31,874,178.00 $ 2,373,462.00

5.93% $ 1,792,975.00

16.61%

Base

40.0% $
50.0% $

30,635,244.00 $ 6,102,213.00

6.65% $ 1,934,232.00

21.25%

Better

10.0% $

29,886,061.00 $ 8,967,739.00

7.24% $ 2,050,631.00

23.43%

Expected Values

100% $

31,055,899.30 $ 4,897,265.20

6.42% $ 1,889,369.10

19.61%

Good Feeling About This Weights
Weight
Worse

TDC

Profit

ROC

NOI

IRR

31,874,178.00 $ 2,373,462.00

5.93% $ 1,792,975.00

16.61%

Base

10.0% $
50.0% $

30,635,244.00 $ 6,102,213.00

6.65% $ 1,934,232.00

21.25%

Better

40.0% $

29,886,061.00 $ 8,967,739.00

7.24% $ 2,050,631.00

23.43%

Expected Values

100% $

30,459,464.20 $ 6,875,548.30

6.81% $ 1,966,665.90

21.66%

Reasonable Weights
Weight
Worse

TDC

Profit

ROC

NOI

IRR

31,874,178.00 $ 2,373,462.00

5.93% $ 1,792,975.00

16.61%

Base

10.0% $
80.0% $

30,635,244.00 $ 6,102,213.00

6.65% $ 1,934,232.00

21.25%

Better

10.0% $

29,886,061.00 $ 8,967,739.00

7.24% $ 2,050,631.00

23.43%

Expected Values

100% $

30,684,219.10 $ 6,015,890.50

6.64% $ 1,931,746.20

21.00%
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Product
Type
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Storage

Multifa
mily

Retail

Hotel

Office

Condo
s

Program
Type

Major
concerns with
litigation
makes this too
risky

Single
Use

Mixed
Use

Does not align
with goals and
objectives

Mid rise resi,
w/retail

6.65%
ROC

4.04%
ROC

5.97%
ROC

Mid rise resi, 1
floor of office
w/retail
High rise resi, 4
floors of hotel
w/retail

5.12%
ROC

High rise resi
w/retail

decision flow chart

development use & risk types

Development Use & Type Risk Analysis
Likelihood
(of Risk
Occurring)
[1 – 10]

Impact
(If Risk
Occurs)
[1 – 10]

Rating
(1 – 100)

Does not spread the investment risk and relies heavily on the success of a single
product. Furthermore, it does not align with the Viking Development Groups
Targets & Goals, or the City’s aspirations. (If a single product fails, so does the
investment)
Each use needs to compliment the development in curating an overall synergy. This
requires extra efforts in selecting the appropriate tenants. (The product feels
disconnected)

5

8

40

2

8

16

Developing condos is extremely risky following the States decision to extend the
period an LLC can be reinstated (from 2 to 5 years) following Chadwick v FHC,
LLC (2009). Wrap insurance can mitigate this, albeit at a disproportionately high
cost. (Litigation)
State Farm moving out in 2018 is going to leave a huge hole to fill. This increase in
vacancy coupled with mediocre rental rates means the product type being offered
must be second to none, which comes at an increased cost. (Big investment, high
risk, low reward)
The Marriott Convention Center is bringing 300 additional rooms to market, and
whilst a signature independent hotel is a possible alternative, the hotel Murano
already taps into this consumer 0.5 miles away. (The required high occupancy levels
[70 – 80%] not being achieved)
Manipulating the design to be focused on retail is a difficult task, and stacking retail
is typically avoided due to conflicts in utility routes by tenants. Coupled with
mediocre rents in the mid-teen range, it would be increasingly difficult to
underwrite a program focusing primarily on retail. (High rents are not achieved)
A recent rise in vacancy coupled with a new development coming to market (The
Grand on Broadway) means this Program Type would need to outperform the
competition. (Slow lease up, which subsequently affects rental rates)
The lack of housing units in the immediate area suggests there is not a large
consumer base for storage space. There are already 3 well known mini storage units
in Tacoma; Daffodil Storage, Public Storage and Tacoma Mini Storage, offering an
average blended rate of $20.72/SF for storage space. The product type is also very
uninspiring and does not enhance the community. (High vacancy rate due to a lack
of consumers, potential local recoil)
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9

72

7

7

49

8

8

64

6

7

43

3

5

15

5

4

20

Description (Risk)
Use

Single Use

Mixed Use
Type

Condos

Office

Hotel

Retail

Multifamily
Storage
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architectural schematics
COURT D STREET FACADE

EAST WEST SECTION

NORTH SOUTH SECTION
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floor plans
1ST FLOOR - RETAIL SPACE

5-TH - 8TH FLOOR - RESIDENTIAL

2ND-3RD FLOOR - TYPICAL PARKING

ROOF - ROOF TOP DECK

4TH FLOOR - RESIDENTIAL
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