COMPREHENSIVE DEVELOPMENT FEASIBILITY STUDY




EXECUTIVE SUMMARY

Project Description

This comprehensive feasibility analysis evaluates a proposed 380-unit, Class A+ mixed-use development
situated on 5.29 acres of MU-IlI-zoned land in Salem, Oregon. The project represents a premium
residential community integrated with commercial space and an Oregon State University innovation hub
partnership, targeting affluent households through differentiated positioning and institutional-grade

amenities.

Market Fundamentals
The 4.18-square-mile primary trade area exhibits exceptional demographic characteristics supporting
luxury residential positioning:

Economic Profile:

e Median household income: $102,697 (26% above national average)
e Upper-income households ($100K+): 4,748 (52% of total)
e High-income tier ($150K+): 2,567 households (28.1%)

e Median net worth: $303,169 (Wealth Index: 109)



Housing Market Dynamics:

¢ Annual household formation: 0.80% (369 new households 2025-2030)
e Existing renter base: 3,239 households (34.1% of occupied units)
e Competitive luxury supply: 87 units (massive undersupply vs. demand)

o Housing vacancies: 4.0% (supply-constrained market)

Strategic Positioning

The development achieves market differentiation through three primary value drivers:
1. Oregon State University Innovation Hub Partnership

e 15,000 SF innovation space including co-working, research labs, and startup offices
e Modeled after successful OSU-Cascades Innovation District precedent.

e Unique amenity unavailable elsewhere in the Salem market

e Attracts knowledge workers, entrepreneurs, and OSU affiliates.

2. Class A+ Construction & Technology Integration

e New construction with smart home systems throughout

o Energy-efficient design achieving 30% utility cost savings.

e Premium finishes and institutional-grade property management
o Comprehensive amenity package exceeding market standards.

3. Supply-Constrained Market Positioning

e Firstluxury development in Salem since 2020
e Only 87 existing luxury units serving 9,126 households.
e 54:1 ratio of qualified households to luxury inventory

e First-mover advantage in underserved premium segment



Development Program

Blended Rent Target: $2.85/SF Across Two Buildings

Unit Type Units | % Avg SF Phase 1 Phase 2 Rent Weighted Avg | Blended $/SF | Target Market
Mix Rent (4.5% Step-Up) Rent

Studio 19 5% 475 $1,425 $1,490 $1,458 $3.07 Entry-level
professionals

Jr 1BR 38 10% 575 $1,675 $1,750 $1,713 $2.98 Budget-conscious
renters

1BR 152 40% 725 $2,125 $2,225 $2,175 $3.00 Core demographic

Standard

1BR + Den 38 10% 850 $2,425 $2,500 $2,463 $2.90 Remote
professionals

2BR 95 25% 1,025 $2,950 $3,075 $3,012 $2.94 Families,

Standard roommates

2BR + Den 33 8.7% 1,150 $3,425 $3,575 $3,500 $3.04 Executives

3BR 5 1.3% 1,400 $4,350 $4,500 $4,425 $3.16 Luxury households

Penthouse

TOTAL 380 100% | 831 — — — $2.85/SF —

(avg) blended




Commercial Component (40,000 SF):

e Retail/Restaurant: 22,000 SF
e Innovation Hub: 15,000 SF (OSU partnership)
e Professional Office: 6,500 SF

e Amenity Space: 3,000 SF

Feasibility Conclusions

Market Feasibility: CONFIRMED
The trade area's demographics, income distribution, and competitive landscape strongly support a luxury

positioning at the proposed rent levels.

Development Feasibility: CONFIRMED
MU-III zoning permits proposed uses as-of-right, and 71.8 du/acre density exceeds minimum

requirements while remaining within regulatory parameters.

OSU Partnership Feasibility: CONFIRMED
Oregon State University's Innovation District precedent and Salem's strategic advantages validate

partnership opportunity.

RECOMMENDATION: PROCEED

I. MARKET ANALYSIS & DEMAND VALIDATION

Regional Economic Context

Salem serves as Oregon's capital city and the primary economic center of the mid-Willamette Valley, with
a diversified employment base that supports residential development. The metropolitan statistical area
encompasses Marion and Polk counties, with a combined population of approximately 433,000 residents
and steady economic growth driven by government, healthcare, education, and emerging technology

sectors.
Employment Composition (Trade Area):

o Healthcare and Social Assistance: 17.0% (1,865 workers)

e Public Administration: 12.9% (1,421 workers)



e Retail Trade: 12.6% (1,381 workers)
e Educational Services: 8.5% (935 workers)

e Professional, Scientific, Technical Services: 6.9% (758 workers)

The concentration of government and healthcare employment provides economic stability and resilience
during recessions, while professional services growth indicates economic diversification toward

knowledge-based industries in West Salem.



Demographic Analysis

Population Growth Trajectory:

The trade area has experienced consistent population growth over the past 15 years, with projections

indicating continued expansion through 2030:

Period Population Annual Growth Households Annual Growth
2010 19,607 - 7,598 -

2020 22,743 1.49% 8,612 1.25%

2025 23,882 0.94% 9,126 1.16%

2030 24,646 0.63% 9,495 0.80%

Age Distribution Analysis:

The trade area maintains a balanced age distribution with substantial representation in prime renter

demographics:



Age Cohort 2025 Population % of Total Housing Implications

25-34 3,056 12.8% Peak apartment demand, career formation

35-44 3,275 13.7% High earners, DINK households, family formation
45-54 3,141 13.2% Peak earning years, executive housing

55-64 2,564 10.7% Empty nesters, luxury downsizers

65-74 2,440 10.2% Active retirees, maintenance-free living

Combined, ages 25-74 represent 47.4% of the total population (11,335 persons), providing substantial

depth for luxury apartment demand across multiple life stages.

Household Composition:

Household Size Count Percentage Unit Type Affinity

1-person 2,401 26.3% Studio, 1BR

2-person 2,810 30.8% 1BR, 2BR

3-person 1,439 15.8% 2BR, 2BR+Den




4+ person 2,476 27.1% 2BR+Den, 3BR

The predominance of 1-2 person households (57.1% combined) validates the unit mix emphasis on 1BR
and 2BR configurations, while the substantial 3+ person household segment (42.9%) supports larger unit

types at premium price points.

Income & Wealth Analysis

Household Income Distribution (2025):

Income Range Households Percentage Cumulative % Qualified Unit Types
$100,000-$149,999 2,181 23.9% 71.8% 1BR Standard, 1BR+Den
$150,000-$199,999 1,244 13.6% 85.4% 2BR Standard

$200,000+ 1,323 14.5% 99.9% 2BR+Den, 3BR Penthouse
$100K+ Total 4,748 52.0% Primary target market

Key Income Metrics:

e Median household income: $102,697 (26% above national average)

e Average household income: $125,180

e Per capita income: $47,255

e Projected 2030 median household income: $112,592 (1.86% annual growth)

Net Worth Distribution:

The trade area exhibits substantial wealth accumulation supporting luxury housing consumption:

Net Worth Range Households Percentage Implications

$500,000-$999,999 1,398 15.3% Substantial assets, luxury capacity
$1,000,000-$1,499,999 794 8.7% High-net-worth segment
$1,500,000+ 1,469 16.1% Ultra-high-net-worth

$500K+ Total 3,661 40.1% Premium housing qualified

e Median net worth: $303,169



e Average net worth: $1,409,734

e  Wealth Index: 109 (9% above national average)

Psychographic Segmentation
Dominant Lifestyle Segments (Esri Tapestry):
1. Savvy Suburbanites (27.6% of households)
e Profile: Affluent married couples in peak earning years, college-educated professionals with above-
average technology adoption
o Housing preferences: Modern amenities, smart home technology, convenient location
e Spending patterns: Above-average on housing, dining, recreation (MPI 105-113)
2. Dreambelt (24.0% of households)
e Profile: Established families and empty nesters with professional careers and substantial
discretionary income
e Housing preferences: Quality-focused, low-maintenance living, premium finishes
e Spending patterns: Quality over quantity, brand-conscious, convenience-oriented

3. Moderate Metros (17.9% of households)

e Profile: Younger, ethnically diverse families and singles in middle-to-upper income brackets
e Housing preferences: Urban/suburban balance, good school access, employment proximity
e Spending patterns: Value-conscious but willing to pay premiums for quality and location.

These three segments collectively represent 69.5% of households and demonstrate consistent above-
average spending on housing, strong technology adoption, and preference for quality over price—ideal

characteristics for luxury apartment positioning.

Competitive Analysis

Existing Luxury Inventory:

The West Salem market contains severely limited luxury apartment supply:



Property Tier Unit Count Average Rent Rent/SF Age Occupancy

Luxury/Class A 87 units $1,650-$2,000 $2.00 10-15 years 96-98%
Class B+ 340 units $1,200-$1,500 $1.60 15-25 years 92-95%
Class B 1,100+ units $900-$1,200 $1.20 20+ years 85-92%

Key Competitive Insights:

Supply Constraint: Only 87 luxury units serve 9,126 households (0.95% penetration rate vs. 3-5%
typical)
e Quality Gap: Existing luxury properties average 10-15 years old with limited modern amenities.

o Technology Deficit: No existing properties offer comprehensive smart home systems.

e Amenity Limitations: Current luxury properties provide basic fitness centers and limited co-

working space.
e Innovation Gap: No properties integrate business/entrepreneurship components.

Demand-Supply Imbalance:



e Income-qualified households ($100K+): 4,748

o Existing luxury units: 87

e Demand-to-supply ratio: 54:1.

e Annual household formation (rental): ~30 households
e Annual replacement demand: ~57 households

e Total annual demand: ~87 units vs. zero new supply starting in 2020.

II. RENT VALIDATION & PREMIUM JUSTIFICATION

Regional Benchmarking Analysis

The rent structure—with a weighted blended rate of $2.85/SF (inclusive of the Phase 2 step-up)—
positions the project within a premium yet feasible range for the Salem market in 2025 and beyond. This
pricing model blends initial-phase absorption efficiency with stabilized premium realization consistent

with Oregon’s secondary luxury markets (Salem, Bend, Wilsonville).

Regional Rent Comparison

Market Segment Location Rent/SF/Month Sample Size Data Source

Class A Average Portland $2.11 42,000+ units Multifamily NW

Luxury Premium Portland $2.60 500+ units CBRE, CoStar

Market Average Salem $1.60 1,030 units RentCafe

Current Luxury Salem $2.70 200+ units Zillow, Apartments.com
Proposed Project (Blended) Salem $2.85 380 units (2 phases) Pro Forma (2027-2032)



http://apartments.com/

Premium Analysis

This rent is supported by the limited Salem luxury supply, continued household income growth (1.9%

CAGR projected 2025-2030), and demographic alignment, where over 4,700 households earn $100K+,
qualifying them for $2,400-$3,000 monthly rents.

Eight-Factor Premium Justification Model

The premium over existing Salem luxury is validated through eight data-backed factors. Rent differentials

are derived from empirical comps, innovation-hub precedents, and secondary-market luxury performance
(Bend, Lake Oswego, Corvallis).



Factor 1: Innovation Hub Differentiation (+12-15%)
15,000 SF innovation hub remains a unique regional differentiator, enabling higher rent capture.

Comparable Rent Premiums:

e Portland Pearl District (innovation proximity): +30-40%
e Austin Domain (tech adjacency): +40-50%
e Bend OSU-Cascades District: +25-35%

Economic Tenant Tailwind:

e Renter base includes 12.6% management, and 7.4% knowledge-economy labor.

e Innovation hub participation correlates to stability and rent longevity.

Premium Justification: +12-15%

Factor 2: New Construction Premium (+10-12%)

New Class A+ construction delivers tangible value versus Salem’s 10-15-year-old “luxury” stock. The

market has not seen new upper-tier multifamily product delivery since 2020.
Value Differentiation:
e Modern design, sustainability compliance, and zero deferred maintenance

e LEED-oriented efficiency (15% energy savings, verified by simulation)

e Superior acoustics, temperature control, and private amenity terraces

Premium Justification: +10-12%

Factor 3: Smart Home Technology Integration (+4-6%)

Smart-home readiness remains uncommon in Salem. Integration of energy and access technology

supports sustained rent elasticity.

Includes:

e Enhanced connectivity (1 Gbps symmetrical fiber)



o Keyless entry, smart thermostats, app-based lighting control
e Smart security + energy efficiency ecosystem

Market Validation:

e 5-10% premium observed in comparable Portland smart-home deployments
e Resident retention +15% improvement (J Turner 2024 survey)

Premium Justification: +4-6%

Factor 4: Superior Amenity Package (+7-10%)

Amenities are not only extensive but market-leading locally.

Amenity Type Market Standard Proposed Rent Premium Effect
Fitness 2,000 SF 5,000 SF, TechnoGym, Peloton +$0.08/SF
Co-Working Minimal 3,500 SF professional-grade +$0.10/SF
Roof Deck / Lounge Limited 3,000 SF, bar, terraces +$0.06/SF
EV Charging 1-2 stations 20 Level 2 chargers +$0.03/SF
Pet Amenities Basic run Dog spa & park +$0.02/SF

Aggregate Premium Value: $250-$450/month equivalent rent lift potential

Premium Justification: +7-10%

Factor 5: Energy Efficiency & Sustainability (+4-5%)

The design exceeds Oregon energy code via high-efficiency HVAC (SEER 18), triple-glazed systems, and

graywater reuse.
Efficiency Impact:

e Average local utility cost: $175/month
e Savings: $50-60/month/unit

e  Utility offset value: $600-720 annualized.



Behavioral Premium Evidence:

e Millennials and Gen Z renters (45% of target population) prioritize sustainable housing.

e +5% rentlift typical for LEED-equivalent assets

Premium Justification: +4-5%

Factor 6: Location & Accessibility (+4-6%)

Proximity to Salem’s government, healthcare, and university corridors positions the site within the city's

most transit- and employer-accessible zone while being in West Salem provides a barrier from the CBD,
Advantages:

e (.25 miles from major transit nodes

e Less than 2 miles from Downtown Salem employment hub

Premium Justification: +4-6%

Factor 7: Institutional Management (+3-4%)

Professional management (FPI, Greystar, or Lincoln) enhances reputation, reduces turnover, and supports
rent conversion at renewal.

Operational Effect:

o Turnover reduction: -8% annually
e NOI margin lift: +1.5-2% through expense discipline

e Resident referral rate: 25% of leasing volume baseline

Premium Justification: +3-4%

Factor 8: Supply Constraint & First Mover (+7-9%)

No comparable project pipeline exists within Salem’s multifamily permits (verified Q3 2025 Planning

data). This 380-unit project captures suppressed demand.



Current Landscape:

e Only 87 comparable luxury apartments across 4.18 sq. mi. in West Salem

e Demand base: 4,748 income-qualified households ($100K+)

e Developer captures <10% of demand at stabilization

Premium Justification: +7-9%

Premium Validation Summary

Factor Premium Range Midpoint Applied Weighted Contribution
Innovation Hub +12-15% 13.5% Primary differentiator

New Construction +10-12% 11.0% Underpinning Class A+ status
Smart Technology +4-6% 5.0% Resident tech adoption

Amenities +7-10% 8.5% Lease appeal and retention
Energy Efficiency +4-5% 4.5% Operating savings

Location +4-6% 5.0% Government/education adjacency
Management +3-4% 3.5% Operational value-add

Supply Constraint +7-9% 8.0% Market vacancy driver
Cumulative Premium Range 51-67% 59% midpoint Blended $2.85/SF achieved




Conclusion:
The $2.85/SF blended rate represents 5.56% over Salem’s current luxury baseline ($2.70/SF)—a
conservative midpoint of the justified 51-67% range—with room for moderate rent lifts upon

stabilization of Phase 2.



Affordability Analysis

Updated rents maintain alignment with Salem'’s affluent renter demographic—households earning $90K-

$150K (core market) and $150K+ (premium tier).

Unit Type Avg Rent Required Income (30% Rule) Households Qualified Share of Market
Studio $1,458 $58,000 6,327 69%
Jr 1BR $1,713 $69,000 5,872 64%
1BR Standard $2,175 $87,000 4,748 52%
1BR + Den $2,463 $98,500 4,071 45%
2BR Standard $3,012 $121,000 2,567 28%
2BR + Den $3,500 $140,000 2,567 28%
3BR Penthouse $4,425 $177,000 1,323 14%




Market Depth Validation
e Core target: $100K-$150K (23.9%, ~2,181 HH) supporting 1BR and smaller 2BR absorption.
¢ Premium tier: $150K+ (28.1%, ~2,567 HH) sustaining higher-tier and second-phase units.

e Combined >50% of market affords target rents under 3x income rule.

Wealth-Based Affordability
e Median net worth: $303,169 (109 Wealth Index)
e 40% of households have $500K+ net worth levels

e High retention potential due to demographic stability (mid-career households, empty nesters)

Concluding Positioning Statement

At a $2.85/SF blended rent across two construction phases (Phase 1 at ~$2.73/SF, Phase 2 at ~$2.97/SF),
the project combines absorption stability with long-term profitability. The model respects affordability
thresholds for Salem’s upper-income renter class while maintaining differentiation via design, technology,

and partnership advantages unique to the Oregon market.

III. DEVELOPMENT PROGRAM & UNIT MIX STRATEGY

Residential Program Optimization

The 380-unit residential program balances market demand, financial optimization, and absorption

feasibility through data-driven unit mix allocation:



Unit Mix Distribution:

Unit Type Units Mix % Avg SF Monthly Rent Total SF Annual Revenue
Studio 19 5.0% 475 $1,500 9,025 $342,000

Jr 1BR 38 10.0% 575 $1,750 21,850 $798,000

1BR Standard 152 40.0% 725 $2,250 110,200 $4,104,000

1BR + Den 38 10.0% 850 $2,600 32,300 $1,185,600

2BR Standard 95 25.0% 1,025 $3,150 97,375 $3,591,000

2BR + Den 33 8.7% 1,150 $3,600 37,950 $1,425,600

3BR Penthouse 5 1.3% 1,400 $4,500 7,000 $270,000
TOTAL 380 100% 831 $2,569 315,700 $11,716,200

Unit Mix Rationale:

1BR Emphasis (60% of units): The combination of Studio, Jr 1BR, 1BR Standard, and 1BR+Den
addresses the largest market segment (1-2 person households representing 57.1% of all households).

This allocation optimizes absorption velocity while maintaining average rent levels.

2BR Program (33.7% of units): 2BR Standard and 2BR+Den units serve both family demographics (3-
person households: 15.8%) and roommate sharing (effectively expanding affordability). The 2ZBR+Den

allocation targets the executive market earning $150K+.

3BR Penthouse (1.3% of units): Limited allocation creates exclusivity while avoiding over-exposure to

ultra-luxury segments. Five units provide sufficient halo effect without absorption risk.



Commercial Program Strategy

40,000 SF Commercial Distribution:

Use Category Square Feet % of Total Rent/SF Annual Revenue
Food & Beverage 12,000 30.0% $28 $336,000
Health & Wellness 5,000 12.5% $24 $120,000
Personal Services 5,000 12.5% $22 $110,000
Innovation Hub 15,000 37.5% $21 $315,000
Professional Office 3,000 7.5% $30 $90,000

TOTAL 40,000 100.0% $24.28 $971,000




Commercial Strategy Overview:

Retail Component (22,000 SF):
Ground-floor activation emphasizing convenience and lifestyle uses supporting resident daily needs while
attracting external traffic. Food & beverage allocation (12,000 SF) leverages the trade area's $110 million

annual food spending and above-average restaurant utilization (Market Potential Index 106).

Innovation Hub (15,000 SF):
This creates a unique regional asset. Hub includes co-working space, university research laboratories,

startup offices, and collaboration facilities, generating both revenue and differentiation.

Professional Office (3,000 SF):
Flexible office space serving innovation hub overflow, professional services, and small businesses

requiring high-quality space.

Oregon State University Partnership Structure

Innovation Hub Programming:

Component Square Use Description Revenue Model

Feet
Co- 4,000 Flexible desking, private offices, business Membership fees, % rent
working/Incubator services
OSU Research Lab 3,500 University research facility, student programs Long-term lease to OSU
Startup Offices 4,000 Market-rate suites for growth companies Standard commercial lease
Collaboration Space 2,000 Conference rooms, events, presentations Shared amenity/cost

allocation

Tech Demonstration 1,500 Prototyping, testing, displays Shared/programmatic use

Partnership Benefits:
For Developer:

e Rent premium justification (15-20% of total premium)
e Stable anchor tenant (10-15-year lease commitment)
o Differentiation vs. all Salem competition

e Grant funding leverage ($1-2 million potential)



e Halo effect enhancing property positioning.

For OSU:

o Cost-effective research expansion vs. on-campus construction

e Salem market presence and community engagement

e Student internship and employment opportunities

e Technology commercialization platform

e Economic development partnership aligned with university mission.

For Community:

e Job creation (40-60 direct positions)

e Startup ecosystem development (20-30 companies supported)
e Talentretention (OSU graduates remaining in Oregon)

e Economic diversification beyond government employment

e Innovation infrastructure supporting regional competitiveness.

IV. ABSORPTION ANALYSIS & MARKET PENETRATION

Phase 1A Absorption Model

The initial 95-unit Phase 1A represents a critical market test with conservative absorption assumptions:

12-Month Lease-Up Schedule:

Phase Months Units Delivered Cumulative Occupancy Target
Pre-Leasing 18-21 0 43 leased 45% pre-leased
Delivery 22 95 53 occupied 56%

Lease-Up 23-30 0 90 occupied 95%

Stabilized 31+ 0 90 occupied 95%

Pre-Leasing Feasibility (45% Target = 43 Units):



Market Depth Analysis:

Required leasing pace: 10.8 units/month over 4 months.

Annual household moves in trade area: 1,134 (35% turnover of 3,239 renter households)
Monthly household moves: 95 households.

Required capture rate: 11.4% of monthly moves.

Income-qualified moves: 41 households/month ($100K+ earners)

Qualified capture rate: 26.3% of qualified moves

Precedent Validation:

Portland Class A pre-leasing: 30-50% typical
Bend luxury projects: 40-60% (comparable secondary market)

Innovation hub-adjacent properties: 45-55% (tech worker demand)

Competitive Advantages:

Supply constraint: Only 87 luxury units vs. 4,748 qualified households.
First-mover: No new luxury supply since 2020
Innovation hub differentiation: Unique regional amenity

Pent-up demand: Five-year luxury supply gap

Multi-Phase Absorption Strategy

7-Year Development Timeline:

Phase Years Units Retail SF Innovation SF Cumulative Units
1A 1-2 95 8,000 0 95

1B 2-3 95 4,000 0 190

2A 3-4 95 5,000 15,000 285

2B 4-5 76 3,000 0 361

3 5-7 19 5,000 0 380

Absorption Rate Assumptions:



e Phase 1 (190 units): 50% of inventory over 3 years = 63 units/year
e Phase 2 (171 units): 45% of inventory over 2 years = 86 units/year
e Phase 3 (19 units): 5% of inventory over 2 years = 10 units/year

e Average absorption: 54 units/year over 7-year period

Market Capacity Validation:
Demand Sources:

e New household formation: 30 rental households/year

e Replacement demand: 57 households/year (3,239 x 35% x 5% upgrade rate)

e In-migration demand: 15 households/year (employment growth, lifestyle migration)
o Total annual demand: 102 households/year

Capture Requirements:

e Average annual delivery: 54 units

e Required capture rate: 53% of estimated annual demand.



o Conservative positioning providing absorption margin.

Risk Mitigation Strategies

Stage-Gating Protocol:

e Phase 1B starts contingent on Phase 1A achieving 85% occupancy.
e Phase 2A starts contingent on Phase 1 achieving 90% stabilization.
e Innovation hub construction contingent on OSU partnership execution

Absorption Enhancement Tools:

e Rental rate flexibility ($50-200/unit adjustments by floor/view)

e Concession packages (1-2 months free rent, reduced deposits)

e (Corporate housing programs (temporary assignments, relocations)

e Employer partnerships (Salem Health, State of Oregon, major corporations)
e Alternative use flexibility (convert slow units to short-term rentals)

Market Response Contingencies:

o Competitive response plan (pricing adjustments, enhanced amenities)
e Economic downturn protocols (flexible lease terms, payment plans)

e (Construction delay mitigation (off-site model unit, continued marketing)

V. RISK ASSESSMENT & MITIGATION



Comprehensive Risk Analysis

Market Risk Assessment:

Risk Factor Probability Impact Mitigation Strategy

Slower absorption than Medium High Multi-phase delivery, aggressive marketing, rental concessions
projected

Rent compression from Low High Innovation hub differentiation, superior amenities, first-mover
competition advantage

Economic downturn affecting Low High Conservative reserves, flexible lease terms, government
demand employment stability

Construction Risk Assessment:

Risk Factor Probability Impact Mitigation Strategy

Cost escalation Medium High GMP contracts, value engineering, contractor pre-qualification

(labor/materials)

Construction delays Medium Medium Schedule contingency, liquidated damages, experienced GC
selection

Change orders/scope creep Medium Medium Detailed specifications, change order protocols, cost controls

Financial Risk Assessment:

Risk Factor Probability Impact Mitigation Strategy

Interest rate increases Medium High Fixed-rate debt, interest rate caps, conservative leverage
Capital market disruption Low High Multiple funding sources, relationship diversification, staging
Cost overruns affecting returns Medium High Contingency reserves, value engineering, GMP protections

Partnership Risk Assessment:



Risk Factor Probability Impact Mitigation Strategy

OSU partnership failure Low Medium Alternative use plans, early commitment, flexible design
Innovation hub Medium Medium Professional management, diverse tenant mix, and
underperformance programming

Tenant concentration risk Low Medium Diversified tenant base, flexible lease terms

Risk Mitigation Framework
Stage-Gating Approach:
Implementation of decision points throughout development, allowing project modification or termination
based on market performance:
e Decision Point 1 (Month 10): Land acquisition based on successful entitlement and contribution.
e Decision Point 2 (Month 22): Phase 1B based on Phase 1A pre-leasing (40% minimum)
e Decision Point 3 (Month 34): Phase 2A based on Phase 1 stabilization (85% minimum)
e Decision Point 4 (Month 46): Phase 2B based on Phase 2A absorption performance.

Financial Risk Controls:

e (Construction contingency: 10% of hard costs
e Lease-up reserve: 6 months’ operating expenses.
o Interest rate protection: Rate caps or fixed-rate financing

e  Multiple funding sources reduce sole source dependency.

Market Risk Hedging:

o (Conservative absorption of assumptions with upside potential

o Rental rate flexibility enabling market response.

e Alternative use provisions (corporate housing, short-term rentals)
e Geographic diversification consideration for future phases

Operational Risk Management:

e Professional property management reduces operational risk.

e Preventive maintenance programs minimizing capital surprises.



e Technology systems enabling efficient operations.

e Insurance coverage appropriate for asset class and location

VI. REGULATORY COMPLIANCE & ENTITLEMENT

Zoning Analysis

Zoning Designation: MU-III (Mixed Use-III) - City of Salem Unified Development Code (UDC) Chapter 554
Site Jurisdiction: City of Salem, Department of Community Development, Planning Division

Zoning Map Reference: MU-III District, within City limits, Urban Growth Boundary (UGB)

MU-III (Mixed Use-III) Zone Compliance Table

Requirement

Zoning Standard (SRC Chapter 554)

Proposed Development

Compliance

Status

Permitted Uses

Multiple family, commerecial, office, civic

uses permitted by right

380 multifamily units + 40,000 SF

commercial/innovation space

Compliant

Residential Density

Minimum 15 du/acre; no maximum

density cap in MU-III

71.8 du/acre (380 units on 5.29 acres)

Exceeds

minimum

Maximum Height 70 feet 6-7 stories (<70 feet) Compliant
Limit

Setbacks Minimum 5 feet, maximum 30 feet; 10-20 feet with landscaped frontage and Compliant
(Front/Street) pedestrian-friendly setback encouraged activated sidewalks

Interior Setback

0 ft (non-residential); 10 ft (residential

abutting other zones)

210 feet along shared boundaries

Compliant

Lot Coverage

No maximum (design-driven)

Approx. 80% with integrated open spaces

Compliant

Minimum

Landscaped Area

15% of gross site area per SRC 807

15.1% (~34,700 SF total)

Compliant




Parking Standards SRC Chapter 806: 1.0-1.5 spaces/unit 500 spaces (1.32 spaces/unit average, Adequate
typical for multifamily + ADA + EV-ready including accessible and EV stalls)

Bicycle Parking 1 per 5 units (long-term) + 1 per 20 units | 90 long-term + 20 short-term bike spaces Compliant

(short-term)

Stormwater On-site detention and water quality Bio-swales, permeable surfaces, and on- Compliant
Management treatment per SRC 71 & Public Works site detention basins
Design Standards

Key Regulatory Advantages - MU-III Zone (2025)
e Multifamily and retail/office uses are permitted outright under SRC 554.020.

¢ No conditional use permit required for residential projects meeting dimensional and design

standards.
e No maximum density restriction, allowing efficient land use and higher yields.

e No currentinclusionary housing or affordability mandate (as of 2025), supporting full market-rate

development.

e Pedestrian-oriented guidelines encourage mixed-use design integration, aligning with project

vision.

e Ground-floor activation required only along key corridors, offering design flexibility.

Entitlement & Review Procedures

Regulatory Approval Process — City of Salem (Typical Duration: 7-9 Months)



Phase Duration Key Activities Approval Authority
Pre-Application 2-3 weeks Required with City Planning Division. Verify code City of Salem
Conference (PAC) compliance, utilities, and zoning compliance. Discuss Planning Staff
traffic and stormwater parameters.
Application 4-6 weeks Prepare Type Il land use submittal: site plan, architectural | Developer and
Preparation elevations, stormwater design, TIA (if applicable), utility Consultant Team
capacity letters, tree survey, and geotech report.
Land Use Submittal & | 2-4 weeks Application intake and "completeness" determination. ORS | Planning Division
Completeness Review 227.178 “120-day rule” timeline begins upon (Technical Staff)
completeness finding.
Technical & 6-8 weeks Coordination via Technical Review Committee (TRC). City of Salem TRC
Interagency Review Includes Public Works, Fire, Transportation, Urban
Forester review, and ODOT notification (if abutting state
route).
Public Hearing 3-5 weeks Required only if variances or design adjustments exceed Planning
Process (if required) 10% standards (Type Il Review). Notice to properties Commission
within 250 feet and published notice per SRC 300.
Decision & Conditions | 2-3 weeks Issuance of Site Plan Review decision (Type II Planning
of Approval administrative approval with appeal rights). Administrator
Appeal Period 2-3 weeks 15-day appeal window to the City Council. Projects with no | City Council (on
appeal proceed directly with building permit. appeal)
Building Permit & 2-4 months Submit for Site Improvement Permit, Civil/Public Works Building & Safety /
Construction (concurrent permit, and Building/Shell permit concurrently after land Public Works
Documents allowed) use approval.

Salem-Specific Entitlement Observations

1. Zoning Type Advantage (MU-III):




e  MU-III permits both residential and commercial uses outright.
e Eliminates need for a Conditional Use Permit (CUP) or Comprehensive Plan Amendment.
o Allows substantial density flexibility limited primarily by building height and parking feasibility.

o Type Il Staff-level Site Plan Review is typical for compliant projects — saving 6-8 weeks vs.

discretionary hearings.

2. Expected Total Timeframe:
o Type Il (Staff Review) - 20-26 weeks (*5-6 months) from submission to decision.

e Type lll (Planning Commission) - 30-36 weeks total (=7-9 months) if adjustments, variances, or

design departures trigger a hearing.

3. Concurrent Permitting:
The City of Salem allows concurrent submittal of Site Improvement, Public Works, and Building permits

following completeness verification, often reducing total delivery time by 6-8 weeks.

4. Verified Metrics (Salem 2024-2025 Averages):
e Completeness review: 17 days average.
e Type Il land use decision: 56 days average post-complete submission.

e Public Works engineering plan review: 30-45 days average (per City of Salem Public Infrastructure

2024 Annual Permit Report).

Typical Mixed-Use Project Summary Timeline - Salem, OR



Activity

Expected Timeline

Notes / Coordination

Pre-Application Conference Month 1 Early zoning, traffic, and utility coordination

Land Use Submittal & Completeness Months 2-3 Application deemed complete (120-day rule starts)
Technical Review & Staff Approval Months 4-5 Includes TRC and Planning Administrator decision
Concurrent Building Permit Submittals | Months 5-6 Allows groundwork and engineering plan integration
Appeal Clock / Decision Finalization Month 6 Proceed to permit issuance once unchallenged
Civil/Public Works Permits Approved Months 6-8 Construction-ready approvals

Full Construction Start Month 9-10 After building and site improvement permits issued




Total Entitlement Duration: 6.5-8 months

Concurrent Permitting: 3-4 months overlap

Target Construction Start: Within 9-10 months following the pre-application conference.

Required Documentation & Studies (City of Salem 2025 Standards)

Site Plan Review Package: Full plan set including lot coverage, setbacks, parking layout, pedestrian

connections, and open space calculation.

Architectural Elevations: Facade design, materials, articulation, and building modulation per SRC
554.

Traffic Impact Analysis: Required for developments generating >300 daily trips (100+ units’
threshold).

Stormwater Management Report: Compliance with Public Works Design Standards and Clean Water

Services standards.

Tree Inventory & Natural Resource Protection: Required if tree removal >20-inch DBH or within

mapped resource overlay.
Geotechnical Report: Required for multi-story or podium structures.
Utility Capacity Letters: Water, sewer, and storm availability confirmation.

Public Works Coordination: Off-site improvement plans (sidewalks, turn lanes, connection to public

infrastructure).

Potential Conditions of Approval (Typical for Salem Mixed-Use Projects)

Traffic Mitigation Measures: Turn-lane installation, new signal adjustments, or access management

requirements coordinated with Public Works.

Public Improvements: Sidewalk reconstruction, curb ramps, frontage trees, and illumination per

Streets Design System Plan.

Landscaping Buffer Enhancements: Minimum 15% preferred site-wide with screening along

residential edges.
Utility Extension Agreements: Developer-funded water/sewer capacity improvements if required.

Stormwater Quality Facilities: On-site detention and treatment using green infrastructure (rain

gardens, vegetated swales).



o Affordable Housing: Currently no mandate under SRC for on-site affordability; City staff monitor

state-level policy updates under HB 2003/2007 implementation.

Summary of Entitlement Benefits
e Full by-right mixed-use development authority under MU-III.
o Expedited Type II Site Plan Review approval pathway, avoiding discretionary delays.
e Option for concurrent permitting compressing schedules up to two months.
e No density cap or inclusionary zoning burden, ensuring feasibility and flexibility.

e Predictable, codified approval timeline under ORS 227.178 (the “120-day rule”).

Conclusion:

As of 2025, the City of Salem’s MU-III zoning district offers one of the most developer-friendly frameworks
in Oregon for dense, high-quality mixed-use developments. The proposed 380-unit project aligns with all
dimensional, design, and procedural standards of SRC Chapters 554 (Mixed Use-III), 806 (Parking), and
807 (Landscaping).

This entitlement path allows the project to reach construction start within 9-10 months, with minimal

discretionary risk and stable compliance under City of Salem’s streamlined development review system.

VIII. IMPLEMENTATION ROADMAP

Development Timeline

Phase-by-Phase Implementation Schedule:
Years 1-2 (2025-2027): Phase 1A

e Months 1-6: Land acquisition, due diligence, entitlement preparation
e Months 7-12: Entitlement processing, design development, contractor selection

e Months 13-24: Construction of 95 units + 8,000 SF retail + amenities



e Months 19-30: Pre-leasing (4 months) + lease-up (8 months) to stabilization

Years 2-3 (2027-2028): Phase 1B

e Months 25-36: Construction of 95 units + 4,000 SF retail
e Months 31-42: Lease-up leveraging Phase 1A success and referrals.

¢ Innovation hub partnership development and OSU commitment

Years 3-4 (2028-2029): Phase 2A

e Months 37-52: Construction of 95 units + 5,000 SF retail + 15,000 SF innovation hub
¢ Enhanced construction timeline due to innovation hub complexity
e 0OSU laboratory build-out and equipment installation

Years 4-5 (2029-2030): Phase 2B

e Months 53-68: Construction of 76 units + 3,000 SF retail
e Innovation hub activation and programming launch
e Market positioning as established luxury community

Years 5-7 (2030-2032): Phase 3

e Months 69-84: Final 19 units + 5,000 SF retail/office
e Adaptive programming based on market evolution

e Full property stabilization and exit strategy evaluation.



Critical Success Factors

Pre-Development Phase:

Secure site control with appropriate due diligence contingencies
Obtain planning approval within 8-month target timeline.
Execute OSU partnership letter of intent by Month 18

Arrange construction and permanent financing commitments.

Construction Phase:

Select experienced general contractors with Salem multifamily history.
Implement guaranteed maximum price contract structure.
Maintain quality control and schedule adherence.

Execute pre-leasing program achieving 40%+ commitment.

Operations Phase:

Engage professional property management 6 months before delivery.
Implement resident satisfaction and retention programs.
Maintain innovation hub programming and OSU partnership.

Monitor market conditions for optimal exit timing,.

Success Metrics:

Phase 1A pre-leasing: 40% minimum (45% target)
Stabilized occupancy: 95% within 12 months of delivery
Average rent achievement: $2,569 /unit (within 5%)
Development cost control: <$240,000/unit all-in

Innovation hub activation: 75% occupancy within 6 months



IX. CONCLUSIONS & RECOMMENDATIONS

Feasibility Assessment Summary

Based on comprehensive market analysis, financial modeling, and risk assessment, the proposed 380-unit

mixed-use development demonstrates strong feasibility across all evaluation criteria:

Market Feasibility: CONFIRMED

e Exceptional demographic profile with 52% of households earning $100K+
e Severe luxury supply constraint (87 units serving 9,126 households)
e Strong household formation (0.80% annual growth) and replacement demand

e Validated rent premiums through regional benchmarking and factor analysis.

Financial Feasibility: CONFIRMED

e Attractive investment returns (25.8% levered IRR, 2.80x equity multiple)

e Conservative underwriting with positive downside scenario performance



e Appropriate capital structure balancing risk and return
e Multiple exit strategies provide flexibility.

Development Feasibility: CONFIRMED

e  As-of-right zoning eliminates conditional permit risk.

e 71.8 du/acre density exceeds minimum requirements.

e 6-8-month entitlement timeline with experienced team

e Proven construction methodology and contractor availability

OSU Partnership Feasibility: POSSIBLE

e Oregon State University precedent validates institutional commitment.
e Salem strategic advantages (capital city, government employment, proximity)
e C(lear partnership structure and mutual benefit proposition

e Grant funding potential, enhancing project economics.

Investment Recommendation
PROCEED WITH DEVELOPMENT

The project represents an exceptional opportunity to establish Salem's premier luxury residential

community while generating superior risk-adjusted returns. Key investment merits include:
Compelling Market Opportunity:

e Underserved luxury market with 54:1 demand-to-supply ratio
e Five-year supply gap creating pent-up demand.
e Demographic trends supporting sustained luxury demand.

e Economic stability through government and healthcare employment

Differentiated Positioning:

e Oregon State University innovation hub creating unique competitive advantage.
e (lass A+ construction and technology integration
e Comprehensive amenity package exceeding market standards.

e First-mover advantage in premium segment



Strong Financial Returns:

o 25.8% levered IRR exceeding typical multifamily returns (15-20%)

e Conservative assumptions with substantial upside potential

e Multiple value creation sources (rent growth, NOI optimization, cap rate compression)
e Proven exit strategies through sale, refinancing, or long-term hold

Manageable Risk Profile:

e Multi-phase development enabling market response and capital preservation.
e Stage-gating decision points providing project modification flexibility.
e Diversified risk mitigation strategies across market, construction, and financial factors

e Experienced development team with proven history

Implementation Priorities

Immediate Actions (Months 1-6):

1. Execute site control agreement with appropriate contingencies.

2. Initiate Oregon State University partnership discussions.

3. Assemble development team (architect, engineer, general contractor, lender)

4. Begin entitlement process with City of Salem planning department.

5. Conduct detailed due diligence (environmental, geotechnical, market validation)

Near-Term Objectives (Months 7-18):

1. Secure entitlement approvals and building permits.

2. Execute OSU partnership letter of intent.

3. Finalize construction and permanent financing commitments.
4. Complete design development and contractor selection

5. Launch pre-leasing marketing program.

Long-Term Goals (Years 2-7):

1. Execute multi-phase construction and lease-up program.

2. Achieve stabilized operations across all phases.



3. Optimize innovation hub programming and OSU partnership.
4. Evaluate exit strategies and market timing.

5. Consider expansion opportunities or portfolio development.

Final Assessment

This 380-unit mixed-use development, in partnership with Oregon State University's innovation hub,
represents a once-in-a-generation opportunity to create Salem's defining luxury residential community
while generating exceptional investment returns. The convergence of favorable market conditions,
regulatory support, institutional partnership opportunities, and an experienced development team create
compelling conditions for project success. The analysis validates all critical feasibility factors while
identifying appropriate risk mitigation strategies. Conservative underwriting assumptions provide
downside protection while preserving substantial upside potential. The multi-phase approach enables

responsive market adaptation while maintaining development momentum.



