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Date: February 29, 2008 
 
To: Duane Hall, Town of Truckee 
 
From: Matt Kowta, Principal 
 Rebecca Schenck, Associate 
 
Re: Inclusionary Housing Policy Pro-forma Analysis – Commercial Projects 
 
 
Introduction 
 
The Town of Truckee commissioned Bay Area Economics to update the economic analysis of 
proposed local affordable housing policies, previously completed for the Town in May 2007.  This 
memo focuses on proposed inclusionary housing requirements for commercial projects.  The 
primary tool for this analysis was a set of pro-forma financial feasibility analyses that compare the 
feasibility of prototype projects, with and without the proposed affordable housing requirements.  
The three prototype projects include: 
  

 Office 
 Retail 
 Industrial 

 
For each development prototype, BAE interviewed developers, local real estate experts, 
commercial bankers, and Town staff in the September 2007 through January 2008 time frame to 
generate development cost estimates.  Where applicable, BAE utilized current market rates to 
determine the potential revenues from each type of product.  BAE developed other assumptions, 
such as operating expenses and sales commissions from experience with other similar projects, 
industry references, and consultations with various local professionals.  Both HCD-defined 2007 
income limits for Nevada County and current market rental rates served as the basis for affordable 
rent estimates.  BAE prepared a preliminary set of updated assumptions and discussed them with 
the Truckee Affordable Housing Working Group, at their meeting on November 1, 2007.  The 
discussion resulted in follow-up research and changes to the assumptions that are reflected in this 
document.  
 
Each set of pro-forma analyses compares the returns of a 100 percent market rate development 
without any affordable housing requirements, and the same development incorporating the 
affordability requirements as defined by Town staff.  In order to estimate net profits, the pro-forma 
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analyses compare the total development costs to the capitalized value, where the capitalized value 
represents the potential sale price of the development, based on annual net operating income 
(NOI).

1
  The analyses then compare the development costs to the capitalized values using return on 

equity and return on total cost measures.  Return on equity calculations represent the percent return 
on the developer’s equity share of project costs,

2
 while return on total costs represents the returns 

on all project costs.
3
  As the developer is likely to finance a substantial portion of the project costs 

using proceeds from loans, the return on equity should be higher than the return on total costs.  If 
the returns are significantly below typical developer investment hurdles, the developer would not 
be likely to undertake the projects.  The thresholds for these measures depend on current conditions 
in the local real estate market and developer expectations regarding local real estate market trends.  
This analysis focuses on the return on equity pro-forma results, establishing a minimum threshold 
of eight percent. 
 
The remainder of this memo is organized into three major sections.  The first evaluates the 
potential impacts of proposed requirements for inclusionary (affordable) housing units for 
employees to be included with commercial developments.  The next section contains two separate 
sensitivity analyses on the land cost and return on equity inputs, because members of the 
Affordable Housing Working Group acknowledged that there is a range of reasonable assumptions 
regarding these factors, which should be considered.  The final section presents the conclusions 
from the study. 
 
Impacts on Commercial Developments 
The following section investigates the results of pro-formas analyzing a proposed requirement on 
commercial developments to incorporate affordable housing units sufficient to accommodate a 
share of the projected on-site employment.  The pro-formas report the impacts of three different 
policies - a 37.5 percent employee housing requirement, a 25 percent housing requirement, and a 
12.5 percent housing requirement.  This report includes feasibility analyses for an office 
commercial project, a retail commercial project, and an industrial development.  BAE spoke with 
several developers, contractors, and other local real estate experts to determine the potential costs 
and revenues associated with commercial developments in the Town of Truckee.  Appendix E lists 
the interviewees’ names and their affiliations. 
 
Per direction of Town staff, all inclusionary units are assumed to be rentals targeted at low-income 
(up to 80 percent AMI) households.  Furthermore, as there are approximately 1.7 workers per 

                                                      
1
 Capitalized value = Annual NOI/Capitalization (Cap) Rate.  The cap rate is one measure of acceptable 

development risk.  A higher cap rate means that annual NOI must represent a larger share of a development’s 
total value, which indicates that developers are not willing to accept very much risk.  This also indicates that 
developers anticipate slow asset appreciation. 
                                                                                                                                                                                                                                  
2
 Equals total profit divided by the developer’s share of total costs, times 100. 

3
 Equals total profit divided by total costs, times 100. 
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household in Truckee,
4
 each pro-forma assumes 1.7 workers per inclusionary unit.  For these rental 

units, this analysis assumes hard costs of $170 per square foot of living space.
5
  This analysis 

assumes the current Floor Area Ratio (FAR) limitation of 0.20.  The Town may grant a density 
bonus under certain circumstances, but a density bonus is not guaranteed and therefore not modeled 
herein.  Finally, each analysis assumes that the developer will retain ownership of the project after 
its completion, including the inclusionary housing units.  Following are the feasibility summaries 
for the commercial developments. 
 
Office Commercial 
The office commercial prototype contains approximately 11,200 square feet of office space on just 
over an acre.  Staff representing similar local projects and other local real estate experts provided 
the majority of cost estimates for this development type.  Tables 1, 3, and 5 show the pro-forma 
assumptions for the office commercial development. 
 
Costs.  Based on the research conducted for this study, total development costs for office 
commercial projects in Truckee are approximately $336 per square foot of building space.  With 
the inclusionary units, project development costs decrease to between $305 and $315 per square 
foot of building space, increasing as the required number of employee housing units decreases.  
These results occur because residential construction costs less per square foot than office space.       
 
Revenues.  This analysis uses market lease rates for office space to determine the revenues for the 
development.  As of late 2007, asking lease rates for local office space averaged $2.24 per square 
foot, NNN,

6
 with a capitalization rate of approximately seven percent.  Utilizing this cap rate 

generates a total capitalized value of $3.8 million, or $337 per square foot of building space for the 
project without the affordable units.  For the version of the project with the affordable units, the 
capitalized value is between $4.3 and $4.05 million, or $271 to $300 per square foot, with fewer 
affordable housing units resulting in higher capitalized values per square foot, but lower total 
capitalized values.   
 
Feasibility.  The 100 percent market rate project would generate a  return on equity of two percent, 
and a zero percent return on total costs.  Based on discussion with the Working Group, the 
minimum required return on equity for developers is assumed to be approximately eight percent.  
Thus, developers would not currently consider the 100 percent market rate version of this project 
viable, and hence neither are any of the office commercial developments with inclusionary 
requirements viable, under current market conditions.  Tables 2, 4, and 6 present the pro-forma 
analyses for the market rate and inclusionary office commercial developments. 
 
                                                      

4
 California Employment Development Department; California Department of Finance. 

5
 This includes hard construction costs, and grading, infrastructure, and site improvement costs, but excluded 

land costs.   
6
 NNN lease rates indicate that tenants pay for property taxes, utilities, and building maintenance in addition to 

the lease.  See Appendix D for a list of lease rates. 
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Retail Commercial 
The office and retail assumptions are similar.  The retail commercial development example 
contains approximately 11,200 square feet of retail space.  Tables 7, 9, and 11 display the pro-
forma assumptions for the retail commercial development. 
 
Costs.  The retail development example mirrors the office prototype, and costs are generally the 
same, except for greater tenant improvement costs associated with the construction of office units.  
In addition, according to the Town’s updated impact fee schedule, retail space is liable for greater 
traffic impact fees and higher Truckee Sanitary Fees and Truckee/Tahoe Regional Sanitation Fees.  
The sanitation fees are higher because the number of plumbing fixtures necessary for a retail 
building is greater than for an office building.  Thus, even with the same building square footage, 
retail space can cost more than office space to build.  According to the pro-forma, the total 
development costs for the version of the retail project without the affordable housing requirements 
are approximately $329 per building square foot.  For the versions of the retail project with 
inclusionary housing requirements, the total development costs are between $300 and $310 per 
square foot, where additional housing units result in lower costs per square foot. 
 
Revenues.  As retail space is generally similar in development type to office space in Truckee, the 
late 2007 market lease rates for retail space are also $2.23 per square foot, NNN.  The 
capitalization rate is also approximately seven percent.  Utilizing this cap rate generates a total 
capitalized value of $3.8 million, or $341 per square foot of building space, for the project without 
affordable housing requirements.  For the versions of the project that incorporate the various 
inclusionary housing requirements, the capitalized value would be between $4.4 and $4.1 million, 
or from $273 to $303 per square foot.  Fewer affordable housing units result in higher capitalized 
values per square foot, but lower overall capitalized values for the retail development. 
 
Feasibility.  It is assumed that developers would require a minimum eight percent return on equity 
in order to undertake this retail development.  The 100 percent market rate project would generate a 
13 percent return on equity, and a three percent return on total costs.  These rates of return make 
the market rate version of the development economically feasible.  The economic feasibility of the 
retail projects with inclusionary housing requirements mirrors the results found for the inclusionary 
office projects.  None of the different employee housing scenarios (37.5 percent, 25 percent, 12.5 
percent) are feasible.  Tables 8, 10, and 12 show the pro-forma analyses for the market rate and 
inclusionary retail commercial developments. 
 
Industrial 
The industrial prototype is based on Phase II of the Pioneer Commerce Center, but scaled down to 
2.6 acres from the actual 12-acre project to reflect industrial developments that are more 
characteristic of the Truckee area.  Furthermore, this analysis employs a full build-out assumption, 
utilizing all of the land available for development, per the assumed maximum FAR.  Applying the 
0.20 FAR to the 2.6 acres yields a 100 percent market-rate development with approximately 22,400 
square feet of industrial space.  Local real estate experts and contractors provided the majority of 
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cost estimates for this development type.  Tables 13, 15, and 17 exhibit the pro-forma assumptions 
for the industrial development. 
 
Costs.  This analysis estimates total industrial development costs at approximately $242 per square 
foot of building space.  With the inclusionary housing unit requirements, the cost per square foot of 
building space is between $237 and $240 per square foot, with additional residential units resulting 
in higher development costs per square foot.   As with the other commercial developments, this 
analysis assumes that the developer will secure a permanent loan at the completion of the project 
and retain ownership of the project as an income property.   
 
Revenues.  As of late 2007, industrial space in Truckee was leasing for $1.42 per month, NNN.  
Previously, industrial space lease rates were $1.35 NNN, but have recently begun increasing.  
Utilizing the $1.42 lease rate, along with a six percent capitalization rate, generates a total 
capitalized value of $5.5 million, or $247 per square foot of building space for the project without 
affordability requirements.  For the projects incorporating the inclusionary requirements, the 
capitalized value ranges from $5.8 to $6.1 million, or $237 to $228 per square foot.  As with the 
retail development, the industrial pro-formas show that additional affordable housing units result in 
lower capitalized values per square foot and higher overall capitalized values. 
 
Feasibility.  The 100 percent market rate industrial development would generate an eight percent 
return on equity, and a two percent return on total costs.  The minimum required return on equity 
such that a developer is willing to undertake this type of project is approximately eight percent.  
Thus, the market rate version of this development would be economically attractive to developers.  
However, each of the various projects incorporating inclusionary housing requirements would not 
meet the return on equity threshold of eight percent.  Tables 14, 16, and 18 display the pro-forma 
analyses for the market rate and inclusionary industrial developments. 



Table 1:  Pro-Forma Assumptions for Office Commercial Development (Page 1 of 2)

Development Project,
100 Percent 37.5% Inclusionary

Assumptions Market Rate Requirement
Project Characteristics (a)
Project Type:  Office Commercial
Site Area, Acres 1.29 1.29
FAR (b) 0.20 0.20
Percent Required for Landscaping 20% 20%
Commercial Space, Sq. Ft. 11,238 11,238
Snow Storage
Square Feet Per Full Time Equivalent Employee 500 500
Number of Employees per Development (c) 22 22
Number of Employees that Developers Must Supply Housing for (d) N/A 9
Percentage of Workers/Units by Income Category (e)
  Low-Income, 80 Percent of AMI N/A 100.0%
Average Number of Workers per Unit 1.7 1.7
Number of Units by Type
    One Bed/One Bath N/A 3
    Average Size of One Bed/One Bath Unit, Sq. Ft. N/A 650
    Two Bed/One Bath N/A 3
    Average Size of Two Bed/One Bath Unit, Sq. Ft. N/A 950
Number of Parking Spaces by Type (f)
    Surface 41 47 (u)

Development Costs
Land Costs, ($/Acre) (g) $653,400 $653,400
Hard Costs
  Grading and Local Infrastructure Costs, ($/Land SF) (h) $3.44 $3.44
  Site Improvements Costs, ($/SF) (i) $0.34 $0.34
  Construction Costs of Commercial Space, ($/SF) (j) $173 $173
   Hard Costs of One Bed/One Bath  Inclusionary Units, ($/Unit) (k) N/A $110,500
   Hard Costs of Two Bed/Two Bath Inclusionary Units, ($/Unit) (k) N/A $161,500
Soft Costs, Percentage of Hard Costs (l) 11% 11%
Total Building, Permitting, Impact, and Government Fees, Commercial Space (m) $180,001 $180,001
Building, Permitting, Impact, and Government Fees, ($/Unit) (n) N/A $24,726

Financing Costs (o)
Construction Financing
  Required Loan to Cost Ratio 80% 80%
  Loan Fees 2.0% 2.0%
  Interest Rate, Annual 9.75% 9.75%
  Project Development Period, Years 1 1
  Construction Drawdown Factor 0.55 0.55
Permanent Financing
  Required Loan to Value Ratio 75% 75%
  Loan Fees 2.0% 2.0%
  Interest Rate, Annual 9.75% 9.75%
  Loan Period, Years 25 25

Net Operating Revenues
Revenues
  Monthly Rent per Sq. Ft. Commercial Space (p) $2.24 $2.24
  Monthly Rent Per One Bed/One Bath Unit, Low Income (q) N/A $850
  Monthly Rent Per Two Bed/Two Bath Unit, Low Income (r) N/A $1,061
Long Term Commercial Vacancy Rate (s) 7% 7%
Long Term Residential Vacancy Rate N/A 5%
Commercial Development Operating Costs, as a Percentage of Revenues (t) 5% 5%
Residential Development Operating Costs, ($/Unit) N/A $4,400
Capitalization Rate 7.0% 7.0%

Developer Profit Thresholds for Feasibility
Return on Equity 8% 8%

Sources:  Town of Truckee, 2007; Truckee River Associates staff, 2007; Coldwell Bank staff 2007 Plumas Bank staff, 2007 and Bank of the 
West staff 2007; HCD, 2007; Nevada County Housing Authority, 2007; Affordable Housing Development Corp., 2006; 1996 Town of Truckee 
General Plan, 2006; Bay Area Economics, 2007.



Table 1:  Pro-Forma Assumptions for Office Commercial Development, Notes (Page 2 of 2)

Notes:
(a)  Based on development prototypes provided by the Town of Truckee
(b)  Inclusionary projects are not given a density bonus, however residential floor space is not counted towards FAR
(c)  Equals development size divided by 507 square feet per employee 
(d)  Developers must supply housing for 37.5 percent of the projected employees. 
(e)  The Town requested analysis of all employee housing to be affordable to low-income households.
(f)  Parking requirements for office development include one space per 250 sq. ft. of gross leasable area for the first 5,000 square feet, and 
one space per 300 sq. ft. thereafter.
(g)  Land costs based on the purchase of land in its natural state.  Based on $45 per square foot.
(h)  Grading and Local Infrastructure costs include grading road, curb, gutter, and sidewalk construction costs, and costs of extending 
utilities onto the site.  Grading and infrastructure costs are based on estimates given by all developers.
(i)  Site Improvement costs include landscaping, and surface parking
(j)  Based on construction costs of $173 per square foot for commercial space.
(k)  Based on hard costs of $170 per square foot, which includes construction costs, and grading, infrastructure, and site improvement 
costs, but excluded land costs per unit for the one bedroom/one bath and the two bedroom/two bath.
(l)  Soft Costs include developer overhead, legal fees, and engineering and surveying fees.  Excluding government fees, and financing
fees, soft costs represent 11 percent of total hard costs.
(m)  Building fees for office buildings are based on building fees for offices in Truckee and include: Parks and rec
mitigation fees, school fees, fire mitigation fees, Town of Truckee fees, traffic impact fees, facilities impact fees, planning mitigation
monitoring fees, Truckee PUD fees, and Sanitation fees (town-wide and regional).  Appendix A shows all the building fees. 
(n)  Building fees for  inclusionary units are based on building fees for multifamily units in Truckee and include: Parks and rec
mitigation fees, school fees, fire mitigation fees, Town of Truckee fees, traffic impact fees, facilities impact fees, planning mitigation
monitoring fees, Truckee PUD fees, and Sanitation fees (town-wide and regional).  Appendix A shows all the building fees. 
(o)  Based on conversations with commercial bankers who work extensively in the Town of Truckee.
(p)  Based upon 2007 office lease rates in the Town of Truckee.  Appendix D shows the lease rates for commercial spaces in the Town of Truckee. 
(q)  Rents for these units are based on comparable market-rate rents in Truckee.  Appendix B shows the current market rents in Truckee.
(r)  Rents for these units are based on a three-person low-income household, paying no more than 30 percent of gross household
income for monthly housing costs, including utilities, per the Nevada County Housing Authority.  Based on 2007 HUD income limits for 
Nevada County.  Appendix B shows the income limits and affordable rents for Nevada County.
(s)  BAE acknowledges that the vacancy rates in commercial space is currently higher, closer to 10 to 12 percent, but the stabilized long term 
average is closer to 5 to 7 percent. 
(t)  Rents are NNN, and therefore, most operating costs are recovered through triple net charges.
(u)  Parking requirements for affordable units include one space per residential unit. 

Sources:  Town of Truckee, 2007;  Truckee River Associates staff, 2007;  Coldwell Bank staff 2007;  Plumas Bank staff, 2007 and Bank of 
the West staff 2007;  HCD, 2007;  Nevada County Housing Authority, 2007;  Affordable Housing Development Corp., 2006;  1996 Town of 
Truckee General Plan, 2006; Bay Area Economics, 2007.



Table 2:  Commercial Office Pro-Forma Analyses

Pro-Forma Analysis, 100 Percent Market Rate Pro-Forma Analysis, Project with 37.5% Inclusionary Units

Development Cost Summary Development Cost Summary
Land (a) $842,886 Land (a) $842,886
Grading & Local Infrastructure $193,500 Grading & Local Infrastructure $193,500
Site Improvements $19,350 Site Improvements $19,350
Construction Costs $1,944,257 Commercial Construction Costs $1,944,257
Fees/Permits $180,001 One Bed/One Bath Inclusionary Unit Hard Costs $331,500
Other Soft Costs/ Developer Overhead (b) $329,999 Two Bed/One Bath Inclusionary Unit Hard Costs $484,500

Fees/Permits $328,356
Subtotal Construction Costs $3,509,994 Other Soft Costs/ Developer Overhead (b) $419,759

Finance Costs: Subtotal Construction Costs $4,564,108
  Amount of Construction Loan $2,807,995
  Interest on Construction Loan $150,579 Finance Costs:
  Points on Construction Loan $56,160  Amount of Construction Loan $3,651,287

 Interest on Construction Loan $195,800
  Amount of Permanent Loan $2,842,211  Points on Construction Loan $73,026
  Points on Permanent Loan $56,844

 Amount of Permanent Loan $3,259,416
Subtotal Finance Costs $263,583  Points on Permanent Loan $65,188

Total Development Costs $3,773,577 Subtotal Finance Costs $334,014

Annual Revenues and Expenses Total Development Costs $4,898,123
Commercial Revenue (c)
  Annual Leasing Revenue $301,447 Annual Revenues and Expenses
  Less Vacancy ($21,101) Commercial Revenue (c)
  Less Operating Expenses ($15,072)  Annual Leasing Revenue $301,447

 Less Vacancy ($21,101)
Subtotal Net Revenues $265,273  Less Operating Expenses ($15,072)

Residential Revenue (g)
Total Capitalized Value (d) $3,789,615  Annual Leasing Revenue $68,778

 Less Vacancy ($3,439)
 Less Operating Expenses ($26,400)

Development Feasibility
Total Capitalized Value $3,789,615 Subtotal Net Revenues $304,212
Less Development Costs ($3,773,577)
Total Profit $16,038 Total Capitalized Value (d) $4,345,888

Return on Equity (e) 2%
Return on Total Costs (f) 0% Development Feasibility

Total Capitalized Value $4,345,888
Less Development Costs ($4,898,123)
Total Profit ($552,235)

Return on Equity (e) -44%
Return on Total Costs (f) -11%

Notes: 

(a) Based on a 1.29 acre project
(b) Includes overhead, legal fees, engineering, surveying, and 
architectural fees.  Equals approximately 11 percent of total hard 
construction costs.
(c) Based on current office lease rates in Truckee.
(d) Utilizes a 7.0 percent capitalization rate.
(e) Return on Equity is equal to the total profit divided by the 
developer's share of total costs.  
(f) Return on Total Costs is equal to the total profit divided by the total 
costs of the project.  
(g)  Based on current apartment rates for market rate units, and HCD 
defined 2007 Nevada County Income Limits for affordable units.

Sources: BAE, 2007.



Table 3:  Pro-Forma Assumptions for Office Commercial Development (Page 1 of 2)

Development Project,
100 Percent 25% Inclusionary

Assumptions Market Rate Requirement
Project Characteristics (a)
Project Type:  Office Commercial
Site Area, Acres 1.29 1.29
FAR (b) 0.20 0.20
Percent Required for Landscaping 20% 20%
Commercial Space, Sq. Ft. 11,238 11,238
Snow Storage
Square Feet Per Full Time Equivalent Employee 500 500
Number of Employees per Development (c) 22 22
Number of Employees that Developers Must Supply Housing for (d) N/A 6
Percentage of Workers/Units by Income Category (e)
  Low-Income, 80 Percent of AMI N/A 100.0%
Average Number of Workers per Unit 1.7 1.7
Number of Units by Type
    One Bed/One Bath N/A 2
    Average Size of One Bed/One Bath Unit, Sq. Ft. N/A 650
    Two Bed/One Bath N/A 2
    Average Size of Two Bed/One Bath Unit, Sq. Ft. N/A 950
Number of Parking Spaces by Type (f)
    Surface 41 45 (u)

Development Costs
Land Costs, ($/Acre) (g) $653,400 $653,400
Hard Costs
  Grading and Local Infrastructure Costs, ($/Land SF) (h) $3.44 $3.44
  Site Improvements Costs, ($/SF) (i) $0.34 $0.34
  Construction Costs of Commercial Space, ($/SF) (j) $173 $173
   Hard Costs of One Bed/One Bath  Inclusionary Units, ($/Unit) (k) N/A $110,500
   Hard Costs of Two Bed/Two Bath Inclusionary Units, ($/Unit) (k) N/A $161,500
Soft Costs, Percentage of Hard Costs (l) 11% 11%
Total Building, Permitting, Impact, and Government Fees, Commercial Space (m) $180,001 $180,001
Building, Permitting, Impact, and Government Fees, ($/Unit) (n) N/A $24,726

Financing Costs (o)
Construction Financing
  Required Loan to Cost Ratio 80% 80%
  Loan Fees 2.0% 2.0%
  Interest Rate, Annual 9.75% 9.75%
  Project Development Period, Years 1 1
  Construction Drawdown Factor 0.55 0.55
Permanent Financing
  Required Loan to Value Ratio 75% 75%
  Loan Fees 2.0% 2.0%
  Interest Rate, Annual 9.75% 9.75%
  Loan Period, Years 25 25

Net Operating Revenues
Revenues
  Monthly Rent per Sq. Ft. Commercial Space (p) $2.24 $2.24
  Monthly Rent Per One Bed/One Bath Unit, Low Income (q) N/A $850
  Monthly Rent Per Two Bed/Two Bath Unit, Low Income (r) N/A $1,061
Long Term Commercial Vacancy Rate (s) 7% 7%
Long Term Residential Vacancy Rate N/A 5%
Office development Operating Costs, as a Percentage of Revenues (t) 5% 5%
Residential Development Operating Costs, ($/Unit) N/A $4,400
Capitalization Rate 7% 7%

Developer Profit Thresholds for Feasibility
Return on Equity 8% 8%

Sources:  Town of Truckee, 2007; Truckee River Associates staff, 2007; Coldwell Bank staff 2007 Plumas Bank staff, 2007 and Bank of the 
West staff 2007; HCD, 2007; Nevada County Housing Authority, 2007; 1996 Town of Truckee General Plan, 2006; 
Bay Area Economics, 2007.



Table 3:  Pro-Forma Assumptions for Office Commercial Development, Notes (Page 2 of 2)

Notes:
(a)  Based on development prototypes provided by the Town of Truckee
(b)  Inclusionary projects are not given a density bonus, however residential floor space is not counted towards FAR
(c)  Equals development size divided by 500 square feet per employee 
(d)  Developers must supply housing for 25 percent of the projected employees. 
(e)  The Town requested analysis of all employee housing to be affordable to low-income households.
(f)  Parking requirements for office development include one space per 250 sq. ft. of gross leasable area for the first 5,000 square feet, and 
one space per 300 sq. ft. thereafter.
(g)  Land costs based on the purchase of land in its natural state.  Based on $15 per square foot.
(h)  Grading and Local Infrastructure costs include grading road, curb, gutter, and sidewalk construction costs, and costs of extending 
utilities onto the site.  Grading and infrastructure costs are based on estimates given by all developers.
(i)  Site Improvement costs include landscaping, and surface parking
(j)  Based on construction costs of $173 per square foot for office space.
(k)  Based on hard costs of $170 per square foot, which includes construction costs, and grading, infrastructure, and site improvement 
costs, but excluded land costs per unit for the one bedroom/one bath and the two bedroom/two bath.
(l)  Soft Costs include developer overhead, legal fees, and engineering and surveying fees.  Excluding government fees, and financing
fees, soft costs represent 11 percent of total hard costs.
(n)  Building fees for office buildings are based on building fees for offices in Truckee and include: Parks and rec
mitigation fees, school fees, fire mitigation fees, Town of Truckee fees, traffic impact fees, facilities impact fees, planning mitigation
monitoring fees, Truckee PUD fees, and Sanitation fees (town-wide and regional).  Appendix A shows all the building fees. 
(n)  Building fees for high density inclusionary units are based on building fees for high density units in Truckee and include: Parks and rec
mitigation fees, school fees, fire mitigation fees, Town of Truckee fees, traffic impact fees, facilities impact fees, planning mitigation
monitoring fees, Truckee PUD fees, and Sanitation fees (town-wide and regional).  Appendix A shows all the building fees. 
(o)  Based on conversations with commercial bankers who work extensively in the Town of Truckee.
(p)  Based upon 2007 office lease rates in the Town of Truckee.  Appendix D shows the lease rates for commercial spaces in the Town of Truckee. 
(q)  Rents for these units are based on comparable market-rate rents in Truckee.  Appendix B shows the current market rents in Truckee.
(r)  Rents for these units are based on a three-person low-income household, paying no more than 30 percent of gross household
income for monthly housing costs, including utilities, per the Nevada County Housing Authority.  Based on 2007 HUD income limits for 
Nevada County.  Appendix B shows the income limits and affordable rents for Nevada County.
(s)  BAE acknowledges that the vacancy rates in commercial space is currently higher, closer to 10 to 12 percent, but the stabilized long term 
average is closer to 5 to 7 percent. 
(t)  Rents are NNN, and therefore, most operating costs are recovered through triple net charges.
(u)  Parking requirements for affordable units include one space per residential unit. 

Sources:  Town of Truckee, 2007;  Truckee River Associates staff, 2007;  Coldwell Bank staff 2007;  Plumas Bank staff, 2007 and Bank of 
the West staff 2007;  HCD, 2007;  Nevada County Housing Authority, 2007;  1996 Town of Truckee General Plan, 2006; 
Bay Area Economics, 2007.



Table 4:  Commercial Office Pro-Forma Analyses

Pro-Forma Analysis, 100 Percent Market Rate Pro-Forma Analysis, Project with 25% Inclusionary Units

Development Cost Summary Development Cost Summary
Land (a) $842,886 Land (a) $842,886
Grading & Local Infrastructure $193,500 Grading & Local Infrastructure $193,500
Site Improvements $19,350 Site Improvements $19,350
Construction Costs $1,944,257 Commercial Construction Costs $1,944,257
Fees/Permits $180,001 One Bed/One Bath Inclusionary Unit Hard Costs $221,000
Other Soft Costs/ Developer Overhead (b) $329,999 Two Bed/One Bath Inclusionary Unit Hard Costs $323,000

Fees/Permits $278,905
Subtotal Construction Costs $3,509,994 Other Soft Costs/ Developer Overhead (b) $389,839

Finance Costs: Subtotal Construction Costs $4,212,737
  Amount of Construction Loan $2,807,995
  Interest on Construction Loan $150,579 Finance Costs:
  Points on Construction Loan $56,160  Amount of Construction Loan $3,370,189

 Interest on Construction Loan $180,726
  Amount of Permanent Loan $2,842,211  Points on Construction Loan $67,404
  Points on Permanent Loan $56,844

 Amount of Permanent Loan $3,120,348
Subtotal Finance Costs $263,583  Points on Permanent Loan $62,407

Total Development Costs $3,773,577 Subtotal Finance Costs $310,537

Annual Revenues and Expenses Total Development Costs $4,523,274
Commercial Revenue (c)
  Annual Leasing Revenue $301,447 Annual Revenues and Expenses
  Less Vacancy ($21,101) Commercial Revenue (c)
  Less Operating Expenses ($15,072)  Annual Leasing Revenue $301,447

 Less Vacancy ($21,101)
Subtotal Net Revenues $265,273  Less Operating Expenses ($15,072)

Residential Revenue (g)
Total Capitalized Value (d) $3,789,615  Annual Leasing Revenue $45,852

 Less Vacancy ($2,293)
 Less Operating Expenses ($17,600)

Development Feasibility
Total Capitalized Value $3,789,615 Subtotal Net Revenues $291,232
Less Development Costs ($3,773,577)
Total Profit $16,038 Total Capitalized Value (d) $4,160,463

Return on Equity (e) 2%
Return on Total Costs (f) 0% Development Feasibility

Total Capitalized Value $4,160,463
Less Development Costs ($4,523,274)
Total Profit ($362,810)

Return on Equity (e) -31%
Return on Total Costs (f) -8%

Notes: 

(a) Based on a 1.29 acre project
(b) Includes overhead, legal fees, engineering, surveying, and 
architectural fees.  Equals approximately 11 percent of total hard 
construction costs.
(c) Based on current office lease rates in Truckee.
(d) Utilizes a 7.0 percent capitalization rate.
(e) Return on Equity is equal to the total profit divided by the 
developer's share of total costs.  
(f) Return on Total Costs is equal to the total profit divided by the total 
costs of the project.  
(g)  Based on current apartment rates for market rate units, and HCD 
defined 2007 Nevada County Income Limits for affordable units.

Sources: BAE, 2007.



Table 5:  Pro-Forma Assumptions for Office Commercial Development (Page 1 of 2)

Development Project,
100 Percent 12.5% Inclusionary

Assumptions Market Rate Requirement
Project Characteristics (a)
Project Type:  Office Commercial
Site Area, Acres 1.29 1.29
FAR (b) 0.20 0.20
Percent Required for Landscaping 20% 20%
Commercial Space, Sq. Ft. 11,238 11,238
Snow Storage
Square Feet Per Full Time Equivalent Employee 500 500
Number of Employees per Development (c) 22 22
Number of Employees that Developers Must Supply Housing for (d) N/A 3
Percentage of Workers/Units by Income Category (e)
  Low-Income, 80 Percent of AMI N/A 100.0%
Average Number of Workers per Unit 1.7 1.7
Number of Units by Type
    One Bed/One Bath N/A 2
    Average Size of One Bed/One Bath Unit, Sq. Ft. N/A 650
    Two Bed/One Bath N/A 1
    Average Size of Two Bed/One Bath Unit, Sq. Ft. N/A 950
Number of Parking Spaces by Type (f)
    Surface 41 44 (u)

Development Costs
Land Costs, ($/Acre) (g) $653,400 $653,400
Hard Costs
  Grading and Local Infrastructure Costs, ($/Land SF) (h) $3.44 $3.44
  Site Improvements Costs, ($/SF) (i) $0.34 $0.34
  Construction Costs of Commercial Space, ($/SF) (j) $173 $173
  Hard Costs of One Bed/One Bath  Inclusionary Units, ($/Unit) (k) N/A $97,500
  Hard Costs of Two Bed/Two Bath Inclusionary Units, ($/Unit) (k) N/A $142,500
Soft Costs, Percentage of Hard Costs (l) 11% 11%
Total Building, Permitting, Impact, and Government Fees, Commercial Space (m) $180,001 $180,001
Building, Permitting, Impact, and Government Fees, ($/Unit) (n) N/A $24,726

Financing Costs (o)
Construction Financing
  Required Loan to Cost Ratio 80% 80%
  Loan Fees 2.0% 2.0%
  Interest Rate, Annual 9.75% 9.75%
  Project Development Period, Years 1 1
  Construction Drawdown Factor 0.55 0.55
Permanent Financing
  Required Loan to Value Ratio 75% 75%
  Loan Fees 2.0% 2.0%
  Interest Rate, Annual 9.75% 9.75%
  Loan Period, Years 25 25

Net Operating Revenues
Revenues
  Monthly Rent per Sq. Ft. Commercial Space (p) $2.24 $2.24
  Monthly Rent Per One Bed/One Bath Unit, Low Income (q) N/A $850
  Monthly Rent Per Two Bed/Two Bath Unit, Low Income (r) N/A $1,061
Long Term Commercial Vacancy Rate (s) 7% 7%
Long Term Residential Vacancy Rate N/A 5%
Office Development Operating Costs, as a Percentage of Revenues (t) 5% 5%
Residential Development Operating Costs, ($/Unit) N/A $4,400
Capitalization Rate 7% 7%

Developer Profit Thresholds for Feasibility
Return on Equity 8% 8%

Sources:  Town of Truckee, 2007; Truckee River Associates staff, 2007; Coldwell Bank staff 2007;  Plumas Bank staff, 2007;  Bank of the 
West staff, 2007;  HCD, 2007; Nevada County Housing Authority, 2007;  Affordable Housing Development Corp., 2006; 1996 Town of Truckee 
General Plan, 2006; Bay Area Economics, 2007.



Table 5:  Pro-Forma Assumptions for Office Commercial Development, Notes (Page 2 of 2)

Notes:
(a)  Based on development prototypes provided by the Town of Truckee
(b)  Inclusionary projects are not given a density bonus, however residential floor space is not counted towards FAR
(c)  Equals development size divided by 500 square feet per employee 
(d)  Developers must supply housing for 12.5 percent of the projected employees. 
(e)  The Town requested analysis of all employee housing to be affordable to low-income households.
(f)  Parking requirements for office development include one space per 250 sq. ft. of gross leas able area for the first 5,000 square feet, and 
one space per 300 sq. ft. thereafter.
(g)  Land costs based on the purchase of land in its natural state.  Based on $15 per square foot.
(h)  Grading and Local Infrastructure costs include grading road, curb, gutter, and sidewalk construction costs, and costs of extending 
utilities onto the site.  Grading and infrastructure costs are based on estimates given by all developers.
(i)  Site Improvement costs include landscaping, and surface parking
(j)  Based on total construction costs of $173 per square foot for office space.
(k)  Hard costs of $170 per square foot, which includes construction costs, and grading, infrastructure, and site improvement costs, but 
excluded land costs.
(l)  Soft Costs include developer overhead, legal fees, and engineering and surveying fees.  Excluding government fees, and financing
fees, soft costs represent 11 percent of total hard costs.
(n)  Building fees for office buildings are based on building fees for offices in Truckee and include: Parks and rec
mitigation fees, school fees, fire mitigation fees, Town of Truckee fees, traffic impact fees, facilities impact fees, planning mitigation
monitoring fees, Truckee PUD fees, and Sanitation fees (town-wide and regional).  Appendix A shows all the building fees. 
(n)  Building fees for inclusionary units are based on building fees for multifamily units in Truckee and include: Parks and rec
mitigation fees, school fees, fire mitigation fees, Town of Truckee fees, traffic impact fees, facilities impact fees, planning mitigation
monitoring fees, Truckee PUD fees, and Sanitation fees (town-wide and regional).  Appendix A shows all the building fees. 
(o)  Based on conversations with commercial bankers who work extensively in the Town of Truckee.
(p)  Based upon 2007 office lease rates in the Town of Truckee.  Appendix D shows the lease rates for commercial spaces in the Town of Truckee. 
(q)  Rents for these units are based on comparable market-rate rents in Truckee.  Appendix B shows the current market rents in Truckee.
(r)  Rents for these units are based on a three-person low-income household, paying no more than 30 percent of gross household
income for monthly housing costs, including utilities, per the Nevada County Housing Authority.  Based on 2007 HUD income limits for 
Nevada County.  Appendix B shows the income limits and affordable rents for Nevada County.
(s)  BAE acknowledges that the vacancy rates in commercial space is currently higher, closer to 10 to 12 percent, but the stabilized long term 
average is closer to 5 to 7 percent. 
(t)  Rents are NNN, and therefore, most operating costs are recovered through triple net charges.
(u)  Parking requirements for affordable units include one space per residential unit. 

Sources:  Town of Truckee, 2007;  Truckee River Associates staff, 2007;  Coldwell Bank staff 2007;  Plumas Bank staff, 2007 and Bank of 
the West staff 2007;  HCD, 2007;  Nevada County Housing Authority, 2007;  1996 Town of Truckee General Plan, 2006; 
Bay Area Economics, 2007.



Table 6:  Commercial Office Pro-Forma Analyses

Pro-Forma Analysis, 100 Percent Market Rate Pro-Forma Analysis, Project with 12.5% Inclusionary Units

Development Cost Summary Development Cost Summary
Land (a) $842,886 Land (a) $842,886
Grading & Local Infrastructure $193,500 Grading & Local Infrastructure $193,500
Site Improvements $19,350 Site Improvements $19,350
Construction Costs $1,944,257 Commercial Construction Costs $1,944,257
Fees/Permits $180,001 One Bed/One Bath Inclusionary Unit Hard Costs $195,000
Other Soft Costs/ Developer Overhead (b) $329,999 Two Bed/One Bath Inclusionary Unit Hard Costs $142,500

Fees/Permits $254,179
Subtotal Construction Costs $3,509,994 Other Soft Costs/ Developer Overhead (b) $367,124

Finance Costs: Subtotal Construction Costs $3,958,796
  Amount of Construction Loan $2,807,995
  Interest on Construction Loan $150,579 Finance Costs:
  Points on Construction Loan $56,160  Amount of Construction Loan $3,167,037

 Interest on Construction Loan $169,832
  Amount of Permanent Loan $2,842,211  Points on Construction Loan $63,341
  Points on Permanent Loan $56,844

 Amount of Permanent Loan $3,037,958
Subtotal Finance Costs $263,583  Points on Permanent Loan $60,759

Total Development Costs $3,773,577 Subtotal Finance Costs $293,932

Annual Revenues and Expenses Total Development Costs $4,252,728
Commercial Revenue (c)
  Annual Leasing Revenue $301,447 Annual Revenues and Expenses
  Less Vacancy ($21,101) Commercial Revenue (c)
  Less Operating Expenses ($15,072)  Annual Leasing Revenue $301,447

 Less Vacancy ($21,101)
Subtotal Net Revenues $265,273  Less Operating Expenses ($15,072)

Residential Revenue (g)
Total Capitalized Value (d) $3,789,615  Annual Leasing Revenue $33,126

 Less Vacancy ($1,656)
 Less Operating Expenses ($13,200)

Development Feasibility
Total Capitalized Value $3,789,615 Subtotal Net Revenues $283,543
Less Development Costs ($3,773,577)
Total Profit $16,038 Total Capitalized Value (d) $4,050,611

Return on Equity (e) 2%
Return on Total Costs (f) 0% Development Feasibility

Total Capitalized Value $4,050,611
Less Development Costs ($4,252,728)
Total Profit ($202,118)

Return on Equity (e) -19%
Return on Total Costs (f) -5%

Notes: 

(a) Based on a 1.29 acre project
(b) Includes overhead, legal fees, engineering, surveying, and 
architectural fees.  Equals approximately 11 percent of total hard 
construction costs.
(c) Based on current office lease rates in Truckee.
(d) Utilizes a 7.0 percent capitalization rate.
(e) Return on Equity is equal to the total profit divided by the 
developer's share of total costs.  
(f) Return on Total Costs is equal to the total profit divided by the total 
costs of the project.  
(g)  Based on current apartment rates for market rate units, and HCD 
defined 2007 Nevada County Income Limits for affordable units.

Sources: BAE, 2007.



Table 7:  Pro-Forma Assumptions for Retail Commercial Development, (Page 1 of 2)

Development Project,
100 Percent 37.5% Inclusionary

Assumptions Market Rate Requirement
Project Characteristics (a)
Project Type:  Retail Commercial
Site Area, Acres 1.29 1.29
FAR (b) 0.20 0.20
Percent Required for Landscaping 20% 20%
Commercial Space, Sq. Ft. 11,238 11,238
Square Feet Per Full Time Equivalent Employee 500 500
Number of Employees per Development (c) 22 22
Number of Employees that Developers Must Supply Housing for (d) N/A 9
Percentage of Workers/Units by Income Category (e)
  Low-Income, 80 Percent of AMI N/A 100.0%
Average Number of Workers per Unit 1.7 1.7
Number of Units by Type
    One Bed/One Bath N/A 3
    Average Size of One Bed/One Bath Unit, Sq. Ft. N/A 650
    Two Bed/One Bath N/A 3
    Average Size of Two Bed/One Bath Unit, Sq. Ft. N/A 950
Number of Parking Spaces by Type (f)
    Surface 45 51 (t)

Development Costs
Land Costs, ($/Acre) (g) $653,400 $653,400
Hard Costs
  Grading and Local Infrastructure Costs, ($/Land SF) (h) $3.44 $3.44
  Site Improvements Costs, ($/SF) (i) $0.34 $0.34
  Construction Costs of Commercial Space, ($/SF) (j) $163 $163
  Hard Costs of One Bed/Two Bath Units, ($/Unit) (k) N/A $110,500
  Hard Costs of Two Bed/Two Bath Units, ($/Unit) (k) N/A $161,500
Soft Costs, Percentage of Hard Costs (l) 10% 10%
Total Building, Permitting, Impact, and Government Fees, Commercial Space (m) $265,604 $265,604
Building, Permitting, Impact, and Government Fees, ($/Unit) (n) N/A $24,726

Financing Costs (o)
Construction Financing
  Required Loan to Cost Ratio 80% 80%
  Loan Fees 2.0% 2.0%
  Interest Rate, Annual 9.75% 9.75%
  Project Development Period, Years 1 1
  Construction Drawdown Factor 0.55 0.55
Permanent Financing
  Required Loan to Value Ratio 75% 75%
  Loan Fees 2.0% 2.0%

Net Operating Revenues
Revenues
  Monthly Rent per Sq. Ft. Commercial Space (p) $2.23 $2.23
  Monthly Rent Per One Bed/Two Bath Unit, Low Income (q) N/A $850
  Monthly Rent Per Two Bed/Two Bath Unit, Low Income (r) N/A $1,061
Long Term Commercial Retail Vacancy Rate 7% 7%
Long Term Residential Vacancy Rate N/A 5%
Commercial Development Operating Costs, as a Percentage of Revenues (s) 4% 4%
Residential Development Operating Costs, ($/Unit) N/A $4,400
Capitalization Rate 7.0% 7.0%

Developer Profit Thresholds for Feasibility
Return on Equity 8% 8%

Sources:  Town of Truckee, 2006;  Truckee River Associates staff, 2007;  Coldwell Banker staff; Plumas Bank staff, 2007;  Bank of the 
West, 2007;  HCD, 2007;  Nevada County Housing Authority, 2007;  Affordable Housing Development Corp., 2006;  1996 Town of Truckee 
General Plan, 2006;  Bay Area Economics, 2007.



Table 7:  Pro-Forma Assumptions for Retail Commercial Development, (Page 2 of 2)

Notes:
(a)  Based on development prototypes provided by the Town of Truckee
(b)  Inclusionary projects are not given a density bonus, however residential floor space is not counted towards FAR
(c)  Equals development size divided by 500 square feet per employee 
(d)  Developers must supply housing for 37.5 percent of the projected employees. 
(e)  The Town requested analysis of all employee housing to be affordable to low-income households.
(f)  Parking requirements for retail development include one space per 250 sq. ft. of gross leasable area for all store space, and one space
per 600 square feet of storage space.
(g)  Land costs based on the purchase of land in its natural state.  Based on $15 per square foot.
(h)  Grading and Local Infrastructure costs include grading road, curb, gutter, and sidewalk construction costs, and costs of extending 
utilities onto the site.  Grading and infrastructure costs are based on estimates given by all developers.
(i)  Site Improvement costs include landscaping, and surface parking
(j) Based on construction costs of $163 per square foot for retail space
(k)  Based on hard costs of $170 per square foot, which includes construction costs, and grading, infrastructure, and site improvement 
costs, but excluded land costs per unit for the one bedroom/one bath and the two bedroom/two bath.
(l)  Soft Costs include developer overhead, legal fees, and engineering and surveying fees.  Excluding government fees, and financing
fees, soft costs represent 10 percent of total hard costs.
(m)  Building fees for retail buildings are based on building fees for retail buildings in Truckee and include: Parks and rec
mitigation fees, school fees, fire mitigation fees, Town of Truckee fees, traffic impact fees, facilities impact fees, planning mitigation
monitoring fees, Truckee PUD fees, and Sanitation fees (town-wide and regional).  Appendix A shows all the building fees. 
(n)  Building fees for  inclusionary units are based on building fees for multifamily units in Truckee and include: Parks and rec
mitigation fees, school fees, fire mitigation fees, Town of Truckee fees, traffic impact fees, facilities impact fees, planning mitigation
monitoring fees, Truckee PUD fees, and Sanitation fees (town-wide and regional).  Appendix A shows all the building fees. 
(o)  Based on conversations with commercial bankers who work extensively in the Town of Truckee.
(p)  Based upon 2007 retail lease rates in the Town of Truckee.  Appendix D shows the lease rates for commercial spaces in the Town of Truckee. 
(q)  Rents for these units are based on comparable market-rate rents in Truckee.  Appendix B shows the current market rents in Truckee.
(r)  Rents for these units are based on a three-person low-income household, paying no more than 30 percent of gross household
income for monthly housing costs, including utilities, per the Nevada County Housing Authority.  Based on 2007 HCD income limits for 
Nevada County.  Appendix C shows the income limits and affordable rents for Nevada County.
(s)  Rents are NNN, and therefore, most operating costs are recovered through triple net charges.
(t)  Parking requirements for affordable units include one space per residential unit. 

Sources:  Town of Truckee, 2006; Truckee River Associates staff, 2006; Plumas Bank staff, 2006; HUD, 2006; Nevada County Housing
Authority, 2006; Affordable Housing Development Corp., 2006; 1996 Town of Truckee General Plan, 2006; Bay Area Economics, 2007.



Table 8:  Commercial Retail Pro-Forma Analyses

Pro-Forma Analysis, 100 Percent Market Rate Pro-Forma Analysis, Project with 37.5% Exclusionary Units

Development Cost Summary Development Cost Summary
Land (a) $842,886 Land (h) $842,886
Grading & Local Infrastructure $193,500 Grading & Local Infrastructure $193,500
Site Improvements $19,350 Site Improvements $19,350
Construction Costs $1,831,872 Commercial Construction Costs $1,831,872
Fees/Permits $265,604 One Bed/One Bath Inclusionary Unit Hard Costs $331,500
Other Soft Costs/ Developer Overhead (b) $288,761 Two Bed/One Bath Inclusionary Unit Hard Costs $484,500

Fees/Permits $413,959
Subtotal Construction Costs $3,441,973 Other Soft Costs/ Developer Overhead (b) $370,361

Finance Costs: Subtotal Construction Costs $4,487,928
  Amount of Construction Loan $2,753,579
  Interest on Construction Loan $147,661 Finance Costs:
  Points on Construction Loan $55,072  Amount of Construction Loan $3,590,342

 Interest on Construction Loan $192,532
  Amount of Permanent Loan $2,872,463  Points on Construction Loan $71,807
  Points on Permanent Loan $57,449

 Amount of Permanent Loan $3,289,668
Subtotal Finance Costs $260,181  Points on Permanent Loan $65,793

Total Development Costs $3,702,155 Subtotal Finance Costs $330,132

Annual Revenues and Expenses Total Development Costs $4,818,060
Commercial Revenue (c)
  Annual Leasing Revenue $301,232 Annual Revenues and Expenses
  Less Vacancy ($21,086) Commercial Revenue (c)
  Less Operating Expenses ($12,049)  Annual Leasing Revenue $301,232

 Less Vacancy ($21,086)
Subtotal Net Revenues $268,097  Less Operating Expenses ($12,049)

Residential Revenue (g)
Total Capitalized Value (d) $3,829,951  Annual Leasing Revenue $68,778

 Less Vacancy ($3,439)
 Less Operating Expenses ($26,400)

Development Feasibility
Total Capitalized Value $3,829,951 Subtotal Net Revenues $307,036
Less Development Costs ($3,702,155)
Total Profit $127,796 Total Capitalized Value (d) $4,386,223

Return on Equity (e) 13%
Return on Total Costs (f) 3% Development Feasibility

Total Capitalized Value $4,386,223
Less Development Costs ($4,818,060)
Total Profit ($431,837)

Return on Equity (e) -35%
Return on Total Costs (f) -9%

Notes: 

(a) Based on a 1.29 acre project
(b) Includes overhead, legal fees, engineering, surveying, and 
architectural fees.  Equals approximately 10 percent of total hard 
construction costs.
(c) Based on current retail lease rates in Truckee.
(d) Utilizes a 7.0 percent capitalization rate.
(e) Return on Equity is equal to the total profit divided by the 
developer's share of total costs. 
(f) Return on Total Costs is equal to the total profit divided by the total 
costs of the project.    
(g)  Based on current apartment rates for market rate units, and HCD 
defined 2007 Nevada County Income Limits for affordable units.

Source: BAE, 2007.



Table 9:  Pro-Forma Assumptions for Retail Commercial Development, (Page 1 of 2)

Development Project,
100 Percent 25% Inclusionary

Assumptions Market Rate Requirement
Project Characteristics (a)
Project Type:  Retail Commercial
Site Area, Acres 1.29 1.29
FAR (b) 0.20 0.20
Percent Required for Landscaping 20% 20%
Commercial Space, Sq. Ft. 11,238 11,238
Square Feet Per Full Time Equivalent Employee 500 500
Number of Employees per Development (c) 22 22
Number of Employees that Developers Must Supply Housing for (d) N/A 6
Percentage of Workers/Units by Income Category (e)
  Low-Income, 80 Percent of AMI N/A 100.0%
Average Number of Workers per Unit 1.7 1.7
Number of Units by Type
    One Bed/One Bath N/A 2
    Average Size of One Bed/One Bath Unit, Sq. Ft. N/A 650
    Two Bed/One Bath N/A 2
    Average Size of Two Bed/One Bath Unit, Sq. Ft. N/A 950
Number of Parking Spaces by Type (f)
    Surface 45 49 (t)

Development Costs
Land Costs, ($/Acre) (g) $653,400 $653,400
Hard Costs
  Grading and Local Infrastructure Costs, ($/Land SF) (h) $3.44 $3.44
  Site Improvements Costs, ($/SF) (i) $0.34 $0.34
  Construction Costs of Commercial Space, ($/SF) (j) $163 $163
  Hard Costs of One Bed/Two Bath Units, ($/Unit) (k) N/A $110,500
  Hard Costs of Two Bed/Two Bath Units, ($/Unit) (k) N/A $161,500
Soft Costs, Percentage of Hard Costs (l) 10% 10%
Total Building, Permitting, Impact, and Government Fees, Commercial Space (m) $265,604 $265,604
Building, Permitting, Impact, and Government Fees, ($/Unit) (n) N/A $24,726

Financing Costs (o)
Construction Financing
  Required Loan to Cost Ratio 80% 80%
  Loan Fees 2.0% 2.0%
  Interest Rate, Annual 9.75% 9.75%
  Project Development Period, Years 1 1
  Construction Drawdown Factor 0.55 0.55
Permanent Financing
  Required Loan to Value Ratio 75% 75%
  Loan Fees 2.0% 2.0%
  Interest Rate, Annual 9.75% 9.75%
  Loan Period, Years 25 25

Net Operating Revenues
Revenues
  Monthly Rent per Sq. Ft. Commercial Space (p) $2.23 $2.23
  Monthly Rent Per One Bed/Two Bath Unit, Low Income (q) N/A $850
  Monthly Rent Per Two Bed/Two Bath Unit, Low Income (r) N/A $1,061
Long Term Commercial Retail Vacancy Rate 7% 7%
Long Term Residential Vacancy Rate N/A 5%
Retail  Development Operating Costs, as a Percentage of Revenues (s) 4% 4%
Residential Development Operating Costs, ($/Unit) N/A $4,400
Capitalization Rate 7% 7%

Developer Profit Thresholds for Feasibility
Return on Equity 8% 8%

Sources:  Town of Truckee, 2006;  Truckee River Associates staff, 2007;  Coldwell Banker staff; Plumas Bank staff, 2007;  Bank of the 
West, 2007;  HCD, 2007;  Nevada County Housing Authority, 2007;  Affordable Housing Development Corp., 2006;  1996 Town of Truckee 
General Plan, 2006;  Bay Area Economics, 2007.



Table 9:  Pro-Forma Assumptions for Retail Commercial Development, (Page 2 of 2)

Notes:
(a)  Based on development prototypes provided by the Town of Truckee
(b)  Inclusionary projects are not given a density bonus, however residential floor space is not counted towards FAR
(c)  Equals development size divided by 500 square feet per employee 
(d)  Developers must supply housing for 25 percent of the projected employees. 
(e)  The Town requested analysis of all employee housing to be affordable to low-income households.
(f)  Parking requirements for retail development include one space per 250 sq. ft. of gross leasable area for all store space, and one space
per 600 square feet of storage space.
(g)  Land costs based on the purchase of land in its natural state.  Based on $15 per square foot.
(h)  Grading and Local Infrastructure costs include grading road, curb, gutter, and sidewalk construction costs, and costs of extending 
utilities onto the site.  Grading and infrastructure costs are based on estimates given by all developers.
(i)  Site Improvement costs include landscaping, and surface parking
(j)  Based on construction costs of $163 per square foot for retail space.
(k)  Based on hard costs of $170 per square foot, which includes construction costs, and grading, infrastructure, and site improvement 
costs, but excluded land costs per unit for the one bedroom/one bath and the two bedroom/two bath.
(l)  Soft Costs include developer overhead, legal fees, and engineering and surveying fees.  Excluding government fees, and financing
fees, soft costs represent 10 percent of total hard costs.
(m)  Building fees for retail buildings are based on building fees for retail buildings in Truckee and include: Parks and rec
mitigation fees, school fees, fire mitigation fees, Town of Truckee fees, traffic impact fees, facilities impact fees, planning mitigation
monitoring fees, Truckee PUD fees, and Sanitation fees (town-wide and regional).  Appendix A shows all the building fees. 
(n)  Building fees for high density inclusionary units are based on building fees for high density units in Truckee and include: Parks and rec
mitigation fees, school fees, fire mitigation fees, Town of Truckee fees, traffic impact fees, facilities impact fees, planning mitigation
monitoring fees, Truckee PUD fees, and Sanitation fees (town-wide and regional).  Appendix A shows all the building fees. 
(o)  Based on conversations with commercial bankers who work extensively in the Town of Truckee.
(p)  Based upon 2007 retail lease rates in the Town of Truckee.  Appendix D shows the lease rates for commercial spaces in the Town of Truckee. 
(q)  Rents for these units are based on comparable market-rate rents in Truckee.  Appendix B shows the current market rents in Truckee.
(r)  Rents for these units are based on a three-person low-income household, paying no more than 30 percent of gross household
income for monthly housing costs, including utilities, per the Nevada County Housing Authority.  Based on 2007 HCD income limits for 
Nevada County.  Appendix C shows the income limits and affordable rents for Nevada County.
(s)  Rents are NNN, and therefore, most operating costs are recovered through triple net charges.
(t)  Parking requirements for affordable units include one space per residential unit. 

Sources:  Town of Truckee, 2006;  Truckee River Associates staff, 2007;  Coldwell Banker staff; Plumas Bank staff, 2007;  Bank of the 
West, 2007;  HCD, 2007;  Nevada County Housing Authority, 2007;  Affordable Housing Development Corp., 2006;  1996 Town of Truckee 
General Plan, 2006;  Bay Area Economics, 2007.



Table 10:  Commercial Retail Pro-Forma Analyses

Pro-Forma Analysis, 100 Percent Market Rate Pro-Forma Analysis, Project with 25% Inclusionary Units

Development Cost Summary Development Cost Summary
Land (a) $842,886 Land (h) $842,886
Grading & Local Infrastructure $193,500 Grading & Local Infrastructure $193,500
Site Improvements $19,350 Site Improvements $19,350
Construction Costs $1,831,872 Commercial Construction Costs $1,831,872
Fees/Permits $265,604 One Bed/One Bath Inclusionary Unit Hard Costs $221,000
Other Soft Costs/ Developer Overhead (b) $288,761 Two Bed/One Bath Inclusionary Unit Hard Costs $323,000

Fees/Permits $364,507
Subtotal Construction Costs $3,441,973 Other Soft Costs/ Developer Overhead (b) $343,161

Finance Costs: Subtotal Construction Costs $4,139,276
  Amount of Construction Loan $2,753,579
  Interest on Construction Loan $147,661 Finance Costs:
  Points on Construction Loan $55,072  Amount of Construction Loan $3,311,421

 Interest on Construction Loan $177,575
  Amount of Permanent Loan $2,872,463  Points on Construction Loan $66,228
  Points on Permanent Loan $57,449

 Amount of Permanent Loan $3,150,599
Subtotal Finance Costs $260,181  Points on Permanent Loan $63,012

Total Development Costs $3,702,155 Subtotal Finance Costs $306,815

Annual Revenues and Expenses Total Development Costs $4,446,092
Commercial Revenue (c)
  Annual Leasing Revenue $301,232 Annual Revenues and Expenses
  Less Vacancy ($21,086) Commercial Revenue (c)
  Less Operating Expenses ($12,049)  Annual Leasing Revenue $301,232

 Less Vacancy ($21,086)
Subtotal Net Revenues $268,097  Less Operating Expenses ($12,049)

Residential Revenue (g)
Total Capitalized Value (d) $3,829,951  Annual Leasing Revenue $45,852

 Less Vacancy ($2,293)
 Less Operating Expenses ($17,600)

Development Feasibility
Total Capitalized Value $3,829,951 Subtotal Net Revenues $294,056
Less Development Costs ($3,702,155)
Total Profit $127,796 Total Capitalized Value (d) $4,200,799

Return on Equity (e) 13%
Return on Total Costs (f) 3% Development Feasibility

Total Capitalized Value $4,200,799
Less Development Costs ($4,446,092)
Total Profit ($245,293)

Return on Equity (e) -22%
Return on Total Costs (f) -6%

Notes: 

(a) Based on a 1.29 acre project
(b) Includes overhead, legal fees, engineering, surveying, and 
architectural fees.  Equals approximately 10 percent of total hard 
construction costs.
(c) Based on current retail lease rates in Truckee.
(d) Utilizes a 7.0 percent capitalization rate.
(e) Return on Equity is equal to the total profit divided by the 
developer's share of total costs. 
(f) Return on Total Costs is equal to the total profit divided by the total 
costs of the project.    
(g)  Based on current apartment rates for market rate units, and HCD 
defined 2007 Nevada County Income Limits for affordable units.

Source: BAE, 2007.
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development prototypes under various assumptions about provision of inclusionary housing for 
project-generated employee housing demand.  As discussed below, our research and calculations 
suggest that the commercial development prototypes cannot successfully incorporate the 
inclusionary housing requirements considered herein, under current market conditions, due to slim 
to non-existent profit margins for projects without inclusionary requirements, which are further 
eroded when incorporating housing units that must be made available at restricted rent levels.

7
 

 
Although it is impossible for any analysis to consider all possible situations that could affect 
development feasibility, we believe the analysis has incorporated assumptions that provide a fair 
indicator of late 2007 real estate development conditions within the Town of Truckee.  
The following chart shows the feasibility with the baseline land cost assumption of $15 per square 
foot for each type of development excluding and including inclusionary units, with the baseline 
eight percent ROE threshold. 
 

 
Development 
Types 

Feasibility 
without 

Inclusionary 
Units 

Feasibility 
with a 37.5% 
Inclusionary 
Requirement 

Feasibility 
with a 25% 
Inclusionary 
Requirement 

Feasibility 
with a 12.5% 
Inclusionary 
Requirement 

Office 
Commercial 

No No No No 

Retail 
Commercial 

Yes No No No 

Industrial Yes No No No 
 
According to the pro-forma analyses, the retail and industrial projects without inclusionary 
requirements are feasible; the whole range of inclusionary requirements is infeasible for all three 
types of commercial developments.  Construction costs are the main reason for the disparity in 
feasibility between the office and retail projects without inclusionary requirements.  Typical tenant 
improvement costs are higher for office than for retail developments in Truckee, making the overall 
construction costs for office higher than retail construction costs.  While office space has higher 
development cost than retail space, the lease rates for both types of spaces are similar, so the 
viability of retail projects is less than office projects, at this time. 
 
The analysis assumes that, on average, office and retail developments can support one employee 
for every 500 square feet,

8
 compared to one employee per 1,000 square feet of industrial space.  

Thus, an office or retail project will require twice as many employees as an industrial project of the 

                                                      
7
 Only the rents on two-bedroom units are restricted in this analysis.  Interviews with local apartment managers 

indicate that market rents for one-bedroom units are lower than HCD’s restricted rents for Nevada County.  
However, market-rates for two-bedroom units are slightly higher than HCD’s restricted rents.  Thus, the 
analysis includes market-rate rents as revenues for one-bedroom units and HCD’s restricted rents as revenues 
for the two-bedroom units. 
8
 Town of Truckee 1996 General Plan.  Land Use Element. 
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same size, which translates into a larger affordable housing requirement for office and retail space 
than industrial space per 1,000 square feet.  Thus, holding all else equal, industrial developments 
are more likely to generate profits under inclusionary requirements than office or retail 
developments.  This is evident in the pro-formas, because the inclusionary requirement has a less 
significant impact on the ROE and return on total costs for the industrial project as compared to the 
retail and office projects. 
 
In summary, under current market conditions, the returns on equity and for office, retail and 
industrial projects are not sufficiently high enough to allow developers to supplement affordable 
housing development in Truckee.
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Appendix A:  Building Fees, Truckee Developments  
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 Appendix B:  Selected Market Rate Rents for Multifamily Projects, Truckee 
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Appendix C: Affordable Rents, Nevada County 
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Appendix D: Truckee Property Lease Rates 
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Appendix E: Interviewee List 
 
 
 
 


