
 

Meeting Date:  February 8, 2023 
General Plan Element:  Community Involvement  
General Plan Goal:  Seek early and ongoing involvement in policy-making  
      discussions.   

NON-ACTION 

Old Town Scottsdale Policy, Regulatory, and Guidelines Update  
5-GP-2021, 1-TA-2021, 1-II-2010#3  
 

Presentation and discussion regarding the legislative draft of the Old Town Scottsdale Character 
Area Plan and downtown Zoning Ordinance. 

APPLICANT CONTACTS 

Adam Yaron, Principal Planner, & Brad Carr, AICP, LEED-AP, Planning Area Manager 
City of Scottsdale, Long Range and Current Planning Services 

LOCATION 

Old Town Scottsdale 

BACKGROUND  

Scottsdale City Council adopted the most-recent iteration of the Old Town Scottsdale Character 
Area Plan (OTSCAP) in July 2018. The Old Town Scottsdale Character Area Plan (formerly 
Downtown Plan) has served as the comprehensive policy document to guide development 
decisions for Old Town Scottsdale for over 35 years. As an adopted Character Area Plan within 
the Scottsdale General Plan 2035, the OTSCAP incorporates community goals and policies 
consistent with, but not duplicative of, both the General Plan and other master-planning efforts, 
specific to Old Town.  

After 20+ years, the Downtown Plan went through an extensive update in 2009 largely because 
the implementation items identified with the 1984 Downtown Plan had been accomplished, as 
well as to align the Downtown Plan with other Council-adopted plans enacted since 1984. 
Additionally, the 2009 update made modifications to account for recent changes in the 
downtown business, residential, and retail markets, as well as newer development construction 
practices and standards. To ensure the Downtown Plan update would reflect the community’s 
vision and goals for downtown, a two-year public outreach process was conducted, culminating 
in an updated, community-based, and City Council adopted plan in 2009. Similar to the 1984 Plan, 
in 2018 the Downtown Plan was again updated because the vast majority of implementation 
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items found in the 2009 Plan had been accomplished. The name of the plan was changed at this 
time from Downtown Plan to the current OTSCAP. The public outreach for updating the Plan in 
2018 occurred over a period of six months, and it was unanimously adopted by the City Council 
in July 2018. 

At the June 22, 2021 work study session and August 24, 2021 meeting (Attachment 1), City 
Council discussed and ultimately directed staff to begin a public outreach effort to reexamine Old 
Town Scottsdale plans, policies, and guidelines.  

PUBLIC PARTICIPATION 

In accordance with the Old Town Policy and Regulatory Public Participation Plan (Attachment 2) 
the following timeline represents a summation of public outreach opportunities that have been 
conducted since City Council initiated the update process to the Old Town Character Area Plan 
and applicable sections of the Scottsdale Zoning Ordinance: 

• One (1) City Council Work Study Session (September 21, 2021) – City Council reviewed 
and discussed infrastructure, sustainability, tourism and economic development, as well 
as the naming of “Downtown” and “Old Town” and how to keep consistency with the Old 
Town Scottsdale Character Area Plan, Zoning Ordinance, and Tourism 
marketing/branding efforts for this area of the community (Attachment 3); 

• One (1) Planning Commission Non-Action Meeting (October 6, 2021) – Planning 
Commission reviewed and discussed the Old Town Scottsdale Policy, Regulatory, and 
Guideline Update as initiated by City Council (Attachment 4); 

• In the fall of 2021, nine (9) in-person open house events were offered over three separate 
dates - October 18th and 25th, and November 15th - resulting in six (6) total events (based 
on registration and attendance) conducted regarding Downtown Development Types and 
Development Flexibility (Attachment 5). 167 stakeholders registered while 117 
participated (102 Registered with 15 Walk-Ins); 

• One (1) Planning Commission Non-Action Meeting (December 15, 2021) – Planning 
Commission reviewed and discussed public outreach efforts associated with the Old Town 
Scottsdale Character Area Plan and downtown zoning ordinance update process 
(Attachment 6); 

• In the Spring of 2022, three (3) in-person open houses were offered on March 7th to 
receive input from the general public, one (1) open house was offered on March 9th to 
receive input from Old Town property and business owners, and one (1) open house was 
offered on March 11th to receive input from the development community - resulting in 
five (5) total events (based on registration and attendance) conducted regarding the 
definition of Mixed Use Development, Bonus Height, Bonus Provisions, and the provision 
of Open Space (Attachment 7). In terms of attendance, a total of 59 people attended the 
sessions; 37 people attended the three (3) open houses on March 7th, 14 people attended 



Planning Commission Report | 1-GP-2021 : 5-GP-2021 : 1-II-2010#3  
Old Town Character Area Plan & Zoning Ordinance Update 

 

 Page 3 of 12 

 

the Business/Property Owner Focus Group on March 9th, and eight (8) people attended 
the Development Community Focus Group on March 11th; and 

• Old Town Updates Self-Guided Open House (October 2021 – October 2022) was 
developed to enable participants to provide input regarding topics such as Vision and 
Values, the provision of quality development, mixed-use development, building height, 
bonus provisions, and public open space. There was a total of 68 persons that participated 
in the Self-Guided Open House (Attachment 8). 

• January 2023, six (6) in-person open houses were offered to the public (January 10th and 
12th) to receive input on the legislatively drafted changes to both the Character Area Plan 
and Zoning Ordinance. A total of 84 persons participated (Attachment 9). 

• January 2023, a Self-Guided Open House series was provided online to enable participants 
to provide input regarding the legislative draft of the Old Town Scottsdale Character Area 
Plan and downtown Zoning Ordinance. As of the writing of this report, a total of 2 persons 
have participated since the series was placed online. 

• One (1) City Council Work Study Session (January 24, 2022) – City Council reviewed the 
legislative draft of the Old Town Scottsdale Character Area Plan and affected sections of 
the Zoning Ordinance that relate to downtown. (Attachment 11) 

Public comments received since the legislative drafts of both the Character Area Plan and Zoning 
Ordinance were posted on January 3rd, 2023, including comments collected at the six (6) in-
person open houses that were offered to the public on January 10th and 12th 2023, are included 
as an attachment to this report (Attachment 10) 

ANALYSIS & ASSESSMENT  

City Council requested staff to seek focused citizen input regarding the topics of vision and values, 
development types, building height and development standards, the provision of mixed-use, 
development flexibility, bonus provisions, open space, and quality development. Efforts to 
engage the public resulted in heightened public awareness of what existing public policy and 
regulatory oversight the city has specific to Old Town. The public outreach conducted, as directed 
by City Council, generated a broad range of opinions, perceptions, and suggestions from 
participants.  

Staff utilized the major themes collected from public outreach as well as input from Planning 
Commission and City Council, to draft legislative amendments to the Old Town Scottsdale 
Character Area Plan (Attachment 12) and applicable sections of the Zoning Ordinance 
(Attachment 13). The following summarizes draft amendments categorized by the topics that 
were specified at the initiation of this process by City Council:  

Old Town Scottsdale Vision and Values 

Summary of input received:  Participants generally supported for Vision and Values as written; 
however, there was support to revise the Vision Statement to remove the word “metropolitan”.  
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Proposed draft amendments: 

• Amend the Vision Statement to remove the word “metropolitan”. 

This proposed change can be found within the legislative draft of Old Town Character Area Plan, 
Page 5.  

Development Types: Designations, locations, and transitions 

Summary of input received:  Participants supported continuing the use of Development Types 
to guide development in Old Town. Both the Downtown Core and Historic Old Town were 
acknowledged to be important areas in this part of the community that should not be changed 
so as to preserve their character. Participants expressed interest in providing more sensitive 
building transitions between Development Types – specifically, building transitions to the Type 1 
Development Type. Additionally, some participants suggested that Type 2.5 be removed because 
the creation of the Type 2.5 seemed arbitrary and would seemingly benefit only one particular 
property owner’s interest. The location currently designated as Development Type 2.5 in Old 
Town remains an area of high redevelopment need. 

Summary of draft amendments:  

• Introduction of a Sensitive Edge Buffer where development transitions in scale, height, 
and intensity away from the Type 1 Development Type and removing the ability for Type 
2 or 3 Development Types to request amendments to the stepback transitions when 
adjacent to Type 1. 

The Sensitive Edge Buffer is discussed, depicted, and defined on pages 14, 15, 19, and 53 
of the legislative draft of the Old Town Scottsdale Character Area Plan as well as Sections 
6.1304.A.2.d and 6.1304.A.3.d of the legislative draft of the updates to the Zoning 
Ordinance. 

• Remove all areas of the Type 2.5 Development Type and replace with the Type 2 
Development Type. 

The proposed removal of Type 2.5 is depicted on pages 8, 14, 15, and 55 of the legislative 
draft of the Old Town Scottsdale Character Area Plan as well throughout the legislative 
draft of the updates to the Zoning Ordinance.  

• Amend the Type 3 Development Type area located north of the Type 1 area, south of the 
Arizona Canal, east of Goldwater Boulevard, and west of Scottsdale Road to the Type 2 
Development Type. 

This proposed change is depicted on page 15 of the legislative draft of the Old Town 
Scottsdale Character Area Plan.  

• Amend the Type 2 Development Type area located at the southeast corner of Scottsdale 
and Indian School Roads to the Type 1 Development Type 

This proposed change is depicted on page 15 of the legislative draft of the Old Town Scottsdale 
Character Area Plan.  
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Maintaining, adding, restricting, reducing, or removing Zoning Ordinance base development 
standards:  

Summary of input received:  Participants supported the current base height maximums; Type 1 
at 40 feet within Historic Old Town and 48 feet within all other areas of Type 1, Type 2 and Type 
2.5 at 66 feet, and Type 3 at 84 feet. Some participants expressed support to maintain existing 
bonus maximum height standards – while others expressed that current bonus maximum height 
standards are too tall for the community. The current bonus maximum standards for height 
include, Type 2 at 90 feet, Type 2.5 at 120 feet, and Type 3 at 150 feet. Old Town property owners 
that participated voiced their concern for the diminishment of their property’s redevelopment 
potential if an amendment reduced the current discretionary maximum bonus height standards. 

Summary of draft amendments: 

• Remove all areas of the Type 2.5 Development Type and replace with the Type 2 
Development Type. 

The proposed removal of Type 2.5 is depicted on pages 8, 14, 15, and 55 of the legislative draft 
of the Old Town Scottsdale Character Area Plan as well throughout the legislative draft of the 
updates to the Zoning Ordinance.  

• Reduce the discretionary bonus maximum building height that can be requested within 
the Type 3 Development Type areas. Consequently, for Type 3 development sites 
between 100,000 and 200,000 square feet in lot size, the maximum building height that 
may be requested has been reduced from 120’ to 102’. For Type 3 development sites 
larger than 200,000 square feet in lot size, the maximum building height for the 
discretionary bonus that may be requested has been reduced from 150’ to 115’.  

The proposal to reduce the maximum building height that may be requested in Type 3 areas is 
depicted in Table 6.1310.C of the legislative draft of the updates to the Zoning Ordinance.  

The provision and implementation of Mixed-Use Development 

Summary of input received:  Participants supported non-residential land uses to activate the 
ground level, including utilizing percentages to regulate ground floor uses to establish mixed-use 
development. Further, participants supported regulating such for areas within the 
Goldwater/Drinkwater Couplet, south of the Arizona Canal. 

Summary of draft amendments: 

• Maintain an Active Pedestrian Area that limits the amount of residential space and 
associated uses (amenity spaces, not publicly accessible, leasing office, parking areas) 
permitted at the ground floor for those areas of Old Town generally located within the 
Goldwater/Drinkwater Couplet, south of the Arizona Canal (not including the 
HonorHealth Campus). This proposal maintains the existing requirement in Type 1 Areas 
that limits residential uses to no more that 35% of the first floor. This proposal would also 
provide a new requirement to limit residential uses to no more than 80% of the first floor 
area in Type 2 and 3 Areas within the Active Pedestrian Area. The boundaries of the Active 
Pedestrian Area are generally described as south of the Arizona Canal, between the Gold 
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Water and Drinkwater Couplets, and excluding the HonorHealth medical campus site 
located at the southeast corner of East Second Street and North Scottsdale Road; this 
area is cross hatched on page 32 of the Old Town Scottsdale Character Area Plan.  

The proposal for an Active Pedestrian Area is discussed and depicted on pages 32 and 35 of the 
legislative draft of the Old Town Scottsdale Character Area Plan as well as Table 5.3004.D., 
Section 6.1205.D., and Section 6.1308.K. of the legislative draft of the updates to the Zoning 
Ordinance.  

The consideration of development flexibility in the Plan, Zoning Ordinance, and Guidelines: 

Summary of input received:  Participants supported maintaining development flexibility 
provided within the Old Town Character Area Plan and the Zoning Ordinance. Participants 
expressed continued support for development flexibility for smaller parcels (parcels less than 
20,000 square feet in area) within Old Town. Participants also expressed that noncontiguous 
parcels should not be considered for a Planned Block Development (PBD) request that allows for 
development flexibility. 

Summary of draft amendments:  

• Expand the flexibility afforded to small parcels (less than 20,000 square feet in size) within 
the Zoning Ordinance to allow the Development Review Board to amend setbacks and 
stepbacks from 10% to 20% without necessitating City Council approval. However, this 
would not preclude City Council’s ability to initiate an appeal of a Development Review 
Board decision, as permitted by the Zoning Ordinance.  

The proposed expansion of the Development Review Board’s authority to approve up to 
a 20% amended development standards on parcels that are less than 20,000 square feet 
is depicted in Section 5.3007 of the legislative draft of the updates to the Zoning 
Ordinance. 

• Planned Block Development (PBD) requests must now come from development sites that 
are contiguous. 

The proposed amendment to Planned Block Development District Qualifying Parcels can be 
reviewed in Section 6.1303.B of the legislative draft of the updates to the Zoning Ordinance.  

Ensuring that bonus provisions within the Zoning Ordinance, if maintained, provide greater and 
better-defined public benefits, and re-examining bonus payment calculations: 

Summary of input received:  Public outreach participants generally supported the provision of 
public benefits as a consideration of bonus development standards and flexibility. In review of 
the existing 8 listed public benefits outlined in the Zoning Ordinance that may be exchanged for 
bonus development standards, participants favored public open space, major infrastructure 
improvements, and pedestrian amenities. For reference, the current list of public benefits within 
the Zoning Ordinance include: 

▪ Major Infrastructure Improvements, 

▪ Public Parking Areas,  

▪ Public Open Spaces (Minimum 
18,000 Square Feet),  
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▪ Cultural Improvements Program 
Contribution,  

 

▪ Enhanced Transit Amenities,  

▪ Pedestrian Amenities,  

▪ Workforce Housing, and 

▪ Uncategorized improvements 
and/or other community benefits 
that are subject to City Council 
approval 

Participants also suggested including an expanded definition of public improvements within the 
Zoning Ordinance, as well as adding new listed public benefits that would contribute to the 
provision of public safety in Old Town, renewable energy, and elevated quality design. 

Based on the community conversations concerning the current Bonus Program, staff contracted 
with Gruen + Gruen and Associates to conduct a study examining the bonus payment calculations 
(Attachment 14) in early 2022 to: 

1. Evaluate feasibility of Old Town Development (multifamily, hotel, and office) with-and-
without bonuses to identify the amount of available public benefit (contribution) a 
development could provide (if any), as well as  

2. Evaluate/calibrate discrepancies in equity between the requested bonus value and the 
provided community enhancement contribution.   

Summary of draft amendments:  

• Require development sites between 100,000 and 200,000 square feet in size (mid-tier 
development sites) and development sites 200,000 square feet or more in size (largest 
development sites) to provide open space as a base requirement when asking for bonus 
development standards. The proposed amount of open space that would be required is 
2.5% of the net lot area for the mid-tier development sites, and 5% of the net lot area for 
the largest development sites. 

The proposed minimum requirements for open space can be reviewed on Table 6.1310.C 
of the legislative draft of the updates to the Zoning Ordinance. 

• Double the existing fees of the bonus program – allowing City Council to update bonus 
fee amounts on a annual basis to account for current market conditions 

Category Existing fee Proposed Fee 

▪ Bonus Floor Area 

▪ Bonus Building Height 

▪ Bonus Density 

$13.63 per sq. ft. 

$13,629 per ft. 

$13,629 per unit 

$27.26 per sq. ft. 

$27,258 per ft. 

$27,258 per unit 

The proposed increase to the bonus fee structure can be reviewed in Section 7.1200 of the 
legislative draft of the updates to the Zoning Ordinance.  

The provision of more interconnected, public open space areas in Old Town: 

Summary of input received:  Participants supported open space as an amenity in Old Town and 
agreed that it should be a priority of redevelopment efforts, particularly when bonus provisions 
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are sought. Participants emphasized that when bonus maximum heights are requested, open 
space at the street/pedestrian level should be an expected and provided public benefit. 

Summary of draft amendments:  

• Require development sites between 100,000 and 200,000 square feet in lot size (mid-tier 
development sites) and development sites 200,000 square feet or more in lot size (largest 
development sites) to provide open space as a base requirement when asking for bonus 
development standards. The proposed amount of open space that would be required is 
2.5% of the net lot area for the mid-tier development sites, and 5% of the net lot area for 
the largest development sites.  

The proposed minimum requirements for open space can be reviewed on Table 6.1310.C 
of the legislative draft of the updates to the Zoning Ordinance. 

• If additional open space is to be considered beyond the above described base 
requirement when bonus development standards are sought, the size of the special public 
improvement relating to public open spaces has been reduced from 18,000 square foot 
minimum to 10,000 square feet so as to encourage expansion of open space areas. 

The proposed update to the Special Public Improvements can be reviewed on Section 
7.1200.B.3 of the legislative draft of the updates to the Zoning Ordinance 

• Update Public Space and Open Space Masterplan Map within the Old Town Scottsdale 
Character Area Plan to reflect open space and connectivity through Old Town – 
emphasizing connections within and between open space areas and includes entitlement 
and desired open space areas.  

The Public Spaces and Connectivity graphic is depicted on page 21 of the legislative draft of the 
Old Town Scottsdale Character Area Plan. 

The provision of quality new development and redevelopment: 

Summary of input received:  Participants stated that quality development within Old Town is a 
priority; however, their focus was on building setbacks, open space, streetscapes, and 
streetspace continuity as a means to enhance the pedestrian environment. Further, participants 
expressed support regarding the importance of quality design and design within surrounding 
context. 

Summary of draft amendments:  

• As previously mentioned above, the legislative drafts include the introduction of a 
Sensitive Edge Buffer, an Active Pedestrian Area, and the new requirement of open space 
as a base requirement when requesting bonus development standards 

• Update the Pedestrian Places Map and associated definitions within the Old Town 
Scottsdale Character Area Plan to reflect a hierarchy of pedestrian areas that 
appropriately describe expected levels of activity along specified streets.  
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The Pedestrian Connectivity map is depicted on page 32 and the proposed update to the 
Pedestrian hierarchy is described on page 33 of the legislative draft of the Old Town Scottsdale 
Character Area Plan. 

Examination of the Downtown Infill Incentive Plan: 

Summary of input received:  City Council has had continued discussion regarding the Downtown 
Infill Incentive District since removing references to the Infill Incentive District within the ratified 
Scottsdale General Plan 2035. The Downtown Infill Incentive Plan was established as a 
redevelopment tool for the City to allow for development standard amendments, waiving of fees, 
and other applicant requests that were not provided within the Zoning Ordinance at the time of 
its establishment. Since the establishment of the Downtown Infill Incentive Plan in 2010, changes 
have been made to provisions of the Zoning Ordinance in 2012 and 2018 that functionally 
accomplish much of the original intent behind the Downtown Infill Incentive Plan. 

Summary of draft amendments:  

• Repeal the Downtown Infill Incentive District 

This action will occur by Resolution concurrently with the update effort.  

Non-Categorized Proposed Amendments to the Old Town Scottsdale Character Area Plan include: 

• Assessed and aligned goals, policies, and glossary definitions with other plans that have 
been reviewed and/or adopted by the Council and/or other related agencies since 2018 

• Goals and policies have been reviewed and amended as necessary to provide clear, 
understandable, and direct intent 

• Updated the Old Town Future Land Use Map (page 11) and Old Town Districts Map (page 
13) commensurate with Downtown Development Types Map (page 15) amendments 
described above 

• Added a policy to the Character & Design Chapter (page 18) to address development 
transitions 

• Updated the Old Town Bikeways Map (page 36) to align with the Old Town Scottsdale 
Bicycle Master Plan (2022) 

• Updated the listing of Related Plans, Ordinances, and Documents (pages 58 – 59) 

• Updated the Implementation Program to remove completed projects, to align with 
recently completed plans and policy documents, and to establish new downtown 
investment programs for the next ten years (pages 60 – 69) 

Non-Categorized Proposed Amendments to the Zoning Ordinance include:  

Gross Floor Area Ratio 
Background:  Gross floor area ratio is typically the measurement of a building’s floor area in 
relation to the gross or net lot area of the property. The downtown sections of the Zoning 
Ordinance do not currently count residential space towards a project’s gross floor area ratio 
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calculation. The legislative draft of the updates to the Zoning Ordinance proposes to amend the 
definition of Gross Floor Area Ratio to include all building space – including residential floor area. 
Further, the downtown sections of the Zoning Ordinance are proposed to be amended to account 
for this building space that previously was not included in the calculation.  

Proposed Amendment:  Update to re-define Gross Floor Area Ratio (GFAR) consistent with other 
references within the Zoning Ordinance. 

These changes can be seen within the legislative draft of the Zoning Ordinance updates, Sections 
3.100 and Tables 5.3006.B and 6.1308.B. 

Unify Setback Requirements for Scottsdale Road 
Background:  In review of the downtown sections of the Zoning Ordinance it was found that N. 
Scottsdale Road has varying setback requirements, which could result in a less consistent 
development pattern along the roadway. The legislative draft of the updates to the Zoning 
Ordinance propose to amend the setbacks and prevailing setbacks along N. Scottsdale Road to 
insure the east and west sides of the street have the same setback and prevailing setback 
requirements. 

Proposed Amendment: Update to setback and prevailing setback standards. 

These changes can be seen within the legislative draft of the Zoning Ordinance updates, Table 
5.3006. and Section 5.3006.F.3. 

Shading of public sidewalks 
Background:  The provision of shade has been a consistent theme since the inception of the 
Downtown Plan. Every iteration of the Downtown Plan/OTSCAP has emphasized the need to 
shade walkways in the Old Town Area to enhance the pedestrian experience and extend the use 
of Old Town throughout the year. That emphasis is currently incorporated into the Zoning 
Ordinance with requirements for development to provide shading over sidewalks adjacent to a 
development site. The legislative draft of the updates to the Zoning Ordinance emphasizes that 
for Type 1 Areas in Old Town, a continuous covered sidewalk is to be provided for such shading. 

Proposed Amendment:  Amended language to ensure structured and continuous shading of 
sidewalks are provided within the Downtown Core – or Type 1 areas of Old Town.  

These changes can be seen within the legislative draft of the Zoning Ordinance Sections 5.3006.J., 
6.1205., and 6.1308.J. 

Building Stepbacks 
Background:  The building stepback provisions of the Zoning Ordinance provide requirements for 
taller buildings to locate upper portions of the building farther away from a street or property 
line. In this way, the taller portions of a building are stepped-back from the street or property 
line, which helps reduce visual mass along roadways and property lines. The Zoning Ordinance 
outlines varying requirements for building stepbacks depending on the Development Type and 
surrounding context. Proposed updates to the Zoning Ordinance will unify the building stepback 
provision and strengthen the stepback requirements where properties with varying 
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Development Types abut one-another. Further, the proposed updates clarify the application of 
building setbacks at shared property lines and along alleyways. 

Proposed Amendment:  Amended language to unify the application of building stepbacks at side 
and rear property lines, alleys, as well as where a Type 2 or 3 Area abuts a Type 1 Area.  

These changes can be seen within the legislative draft of the Zoning Ordinance Sections 
5.3006.H., 6.1205., and 6.1308.E.3. 

STAFF RECOMMENDATION & NEXT STEPS 

RECOMMENDED APPROACH 

Review and discuss the legislative drafts of the Old Town Scottsdale Character Area Plan 
(Attachment 12) and associated updates to the Zoning Ordinance (Attachment 13). Staff will 
provide comments collected from the Planning Commission to City Council at their Work Study 
Session planned for February 21, 2023. 
 

PROPOSED NEXT STEPS 

To promote best practices with public outreach, the Old Town Policy and Regulatory Public 
Participation Plan includes ongoing opportunities for community involvement. The following 
timeline represents a summation of future opportunities: 

• At least two (2) – Planning Commission Non-Action Meetings scheduled to occur in 
February 2023 (Scheduled for February 8th and 22nd, 2023); 

• At least one (1) – City Council Work Study Session meeting scheduled to occur in February 
of 2023 (Scheduled for February 21, 2023);  

• At least one (1) public Planning Commission hearing to provide recommendation to City 
Council regarding draft updates in March 2023; and, 

• At least one (1) public hearing of City Council to consider taking action on updates in 
March 2023.  

RESPONSIBLE DEPARTMENTS & STAFF CONTACTS 

Community & Economic Development Division 
Planning and Development Services Department – Long Range & Current Planning Services 
 
Adam Yaron      Brad Carr, AICP, LEED-AP 

Principal Planner     Planning & Development Area Manager 
Long Range Planning     Current Planning Services 
480.312.2761      480.312.7713 
ayaron@scottsdaleaz.gov    bcarr@scottsdaleaz.gov 
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ATTACHMENTS 

1. August 24, 2021, Old Town Scottsdale Character Area Plan, City Council Marked Agenda  
2. 2021/22 Public Participation Plan – Old Town Scottsdale Policy and Regulatory Updates 
3. September 21, 2021, City Council Marked Agenda  
4. October 6, 2021, Planning Commission Marked Agenda  
5. Aggregate In-Person Open House Report – including results of October 18th, and 25th, and 

November 15th in-person open house sessions  
6. December 15, 2021, Planning Commission Marked Agenda  
7. Aggregate In-Person Open House Report – including results of March 7th, 9th, and 11th, in-

person open house sessions  
8. Aggregate Self-Guided Virtual Open House Report: October 2021 to October 2022 
9. January 10th and 12th, 2023 Open House Participation Map 
10. Matrix of Public Comments from January 3rd through February 1, 2023 relating to the 

legislative drafts of both the Character Area Plan and Zoning Ordinance 
11. January 24, 2023, City Council Work Study Session Marked Agenda 
12. Legislative Draft – Old Town Scottsdale Character Area Plan 
13. Legislative Draft – Downtown Sections of the Zoning Ordinance 
14. Old Town Bonus Program Study – Gruen + Gruen and Associates 

mailto:ayaron@scottsdaleaz.gov
mailto:bcarr@scottsdaleaz.gov
mailto:tcurtis@scottsdaleaz.gov
mailto:eperreault@scottsdaleaz.gov


 
 
 
 
 
 
 
 
 
 
 

ATTACHMENT 1 - LINKED 
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Public Participation Plan  
Old Town Scottsdale Policy, Regulatory, and Guideline Updates 

2021/22 

Introduction 
Scottsdale City Council unanimously adopted the existing Old Town Character Area Plan in 2018. The Plan was an 
update to the 2009 Downtown Plan and serves as the long-range, guiding, policy document for growth and 
development in Old Town Scottsdale. As an adopted Character Area Plan, it incorporates community goals and 
policies consistent with the 2001 General Plan. Old Town, along with the Airpark and McDowell Road Corridor, 
are designated Growth Areas in the General Plan.   These Growth Areas are considered to be primary economic 
engines for the community, as they contain some of the largest   employers and employment centers in Scottsdale. 
Growth Areas are locations identified by the community as areas best suited to accommodate future growth. 
Growth Areas are intended to discourage sprawl, and protect lower density residential neighborhoods from 
increased growth and development, by focusing new development into these targeted areas that are most 
appropriate for accommodating a variety of land uses, enhanced infrastructure and oriented to multi-modal 
activity. Since 2001, the citizens of Scottsdale have identified Old Town (downtown) as a community Growth Area. 
In addition to the Old Town policy document, development in Old Town is also guided by the Downtown (D), 
Downtown Overlay (DO) and Planned Block PBD sections of the Scottsdale Zoning Ordinance – as well as the Infill 
Incentive District as approved by Resolution No. 8370 - in conjunction with the Old Town Scottsdale Urban Design 
& Architectural Guidelines.  

City Council has expressed interest examining and potentially making updates to Old Town Scottsdale policies 
and guidelines, as well as regulatory tools to improve quality and consistency of proposed development 
downtown. This document is a public participation plan for Old Town Scottsdale policy and regulatory updates.  

Process Overview 
The public participation process provides an opportunity to understand and identify community priorities, and 
address opportunities and challenges facing Old Town Scottsdale.  The purpose of the process is to define how 
the public will be involved throughout the comprehensive planning effort. Consequently, this update process 
will include various opportunities for public participation including web-based elements, small meetings, open 
house(s), focus groups and public hearings.  These methods will allow for multiple opportunities for public input 
from community members, business owners, and property owners.  Opportunities for written comment, one-
on-one conversations with project staff, comments as part of a discussion, and the opportunity to speak and 
provide written comments at public hearings will all be part of the planning process.  

Project Team 
The Project Team is composed of both Long Range and Current Planning Services staff. Representatives from 
various other city departments will also provide expert review and input into the plan and planning process, but 
the Project Team will manage the project. Communication is critical to the successful execution of the project 
and the development of a cohesive policy document that speaks to both a broad range of issues and one shared 
vision. The Project Team includes: 
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• Adam Yaron, Long Range Planning, Co-Update Project Manager 
• Brad Carr, Current Planning, Co-Update Project Manager 
• Taylor Reynolds, Long Range Planning, Update Project Support 
• Brian Biesemeyer, Scottsdale Water, Update Project Support 
• Mark Melnychenko, Scottsdale Transportation, Update Project Support 
• Daniel Worth, Scottsdale Public Works, Update Project Support 

 
Project Timing/Phasing 
To incorporate best practices for public participation, the project is comprised of three phases over an 
approximate 6-month period.  During the first phase, Update Preparation, initial input, and refined guidance 
from City Council will be collected. The second phase, Draft Review, includes review of the proposed draft plan, 
ordinance, and guidelines updates by the community. The final phase, Plan Adoption, consists of final input from 
the community, Planning Commission and City Council in public hearings.  Additionally, the formal 
recommendation and adoption process for the Old Town Scottsdale Character Area Plan and the Downtown 
sections of the Zoning Ordinance will also be completed.  
 
Phase 1 
Update Preparation: September 2021 
The project team will schedule a Work Study Session with City Council to report back on the City Council 
direction already received at the June 22, 2021 Work Study Session, as well as review existing Old Town 
Scottsdale policies and regulatory tools, collecting additional, refined direction from City Council to inform the 
update process. Direction collected will be utilized to inform public outreach in Phase 2. Public participation 
techniques associated with this particular phase of the Participation Plan include the following: 
 
City Website/Public Information  
Project staff will place information regarding the update process and timeline on the City’s Old Town Scottsdale 
Character Area Plan webpage. The webpage will include information regarding the upcoming City Council Work 
Study session and provide opportunities for the public to provide written comment. 
 
City Council Work Study Session 
Project staff will schedule at least one (1) Work Study Session with City Council to report back on the City 
Council direction already received at the June 22, 2021 Work Study Session, as well as review and collect refined 
feedback regarding the Old Town Scottsdale Character Area Plan, Urban Design & Architectural Guidelines, and 
Downtown sections of the Zoning Ordinance. The Work Study Session will be scheduled to occur in September 
of 2021. This forum permits the public to follow discussion and direction given by City Council, while allowing for 
the provision of written, and limited spoken comment to City Council.  
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Planning Commission Non-Action Meeting 
Project staff will schedule at least one (1) Non-Action Meeting with Planning Commission to report to Planning 
Commission direction received by City Council regarding draft updates to the Old Town Scottsdale Character 
Area Plan and Downtown sections of the Zoning Ordinance. This Non-Action Meeting will be scheduled to occur 
in September of 2021. This forum permits the public to follow discussion and input provided by Planning 
Commission, while allowing for the provision of written and spoken comment.  
 
Phase 2 
Draft Review: October to December 2021 
The project team will utilize several public participation techniques to review and collect public feedback 
regarding City Council direction and proposed draft updates to the Old Town Scottsdale Character Area Plan, 
Urban Design & Architectural Guidelines, and Downtown sections of the Zoning Ordinance. The project team will 
schedule a Non-Action Meeting with Planning Commission and a Work Study Session with City Council to review 
draft updates to the Old Town Scottsdale Character Area Plan and Downtown sections of the Zoning Ordinance. 
Public participation techniques associated with this particular phase of the Participation Plan include the 
following: 
 
Old Town Planning + Development Technical Advisory Team 
Project staff will conduct ongoing internalized meetings with the existing, interdepartmental Old Town 
Scottsdale Planning + Development Group. This group includes staff from Long Range Planning, Current 
Planning, Tourism, Community Services, Transportation, Capital Projects, Real Estate, Economic Development, 
Fire, and Police – all with expertise specific to Old Town.   
 
City Website/Public Information  
Project staff will provide information regarding the update process and timeline on the City’s Old Town 
Scottsdale Character Area Plan webpage. The webpage will provide opportunities for online community input, 
links to self-guided virtual open house events, summary results of community input events, and staff contact 
information. 
 
In-Person Open House Events 
Project staff will schedule at least three (3) in-person open house events with citizens, stakeholders, and 
community groups regarding City Council direction and proposed draft updates to the Old Town Scottsdale 
Character Area Plan and the Downtown sections of the Zoning Ordinance. Open house events will be scheduled 
to occur in October and November of 2021. The open house format will provide an opportunity for attendees to 
review draft updates, discuss directly with staff, and provide feedback. 
 
Self-guided Virtual Open House Events 
Project staff will create a series of self-guided virtual open house events with the same information provided at 
the in-person open houses so as to  offer an opportunity for citizens, stakeholders, and community groups to 
provide input regarding City Council direction and possible proposed draft updates to the Old Town Scottsdale 
Character Area Plan and the Downtown sections of the Zoning Ordinance, that could not attend in person. The 
self-guided, virtual format will allow attendees the opportunity to review, at their own pace, a series of video 
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presentations and provide feedback via polling to garner input specific to City Council direction and proposed 
updates. 
 
Old Town Property/Business Owner Focus Groups 
Project staff will schedule at least two (2) focus group events with Old Town Scottsdale property owners and 
businesses regarding City Council direction and proposed draft updates to the Old Town Scottsdale Character 
Area Plan and the Downtown sections of the Zoning Ordinance. Focus group events will be scheduled to occur in 
mid-November and early December of 2021. Focus group events will provide an opportunity for Old Town 
Scottsdale property and business owners to a have a forum to provide feedback regarding City Council direction 
and proposed draft updates. 
 
Planning Commission Non-Action Meeting 
Project staff will schedule at least one (1) Non-Action Meeting with Planning Commission to review community 
input from Phase 2 and collect feedback and direction regarding draft updates to the Old Town Scottsdale 
Character Area Plan and Downtown sections of the Zoning Ordinance. This Non-Action Meeting will be 
scheduled to occur in December of 2021. This forum permits the public to follow discussion and input provided 
by Planning Commission, while allowing for the provision of written and spoken comment.  
 
City Council Work Study Session 
Project staff will schedule at least one (1) Work Study Session with City Council to review community input from 
Phase 2 and collect feedback and direction regarding draft updates to the Old Town Scottsdale Character Area 
Plan and Downtown sections of the Zoning Ordinance. This Work Study Session will be scheduled to occur in 
December of 2021. This forum permits the public to follow discussion and direction provided by City Council, 
while allowing for the provision of written and limited spoken comment.  
 
Phase 3 
Plan Adoption: January to March 2022 
The project team will schedule a Non-Action Meeting with Planning Commission and a Work Study Session with 
City Council to review draft updates to the Old Town Scottsdale Character Area Plan and Downtown sections of 
the Zoning Ordinance. Phase 3 will culminate with possible recommendation by Planning Commission and 
adoption by City Council. Public participation techniques associated with this particular phase of the 
Participation Plan include the following: 
 
City Website/Public Information  
Project staff will place information regarding the update process and timeline on the City’s Old Town Scottsdale 
Character Area Plan webpage. The webpage will include information regarding upcoming Planning Commission 
and City Council meetings. The webpage will continue to provide opportunities for online community input, links 
to self-guided virtual open house events, summary results of community input events, and staff contact 
information. 
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Planning Commission Non-Action Meeting 
Project staff will schedule at least one (1) Non-Action Meeting with Planning Commission to review community 
input from Phase 2 and collect feedback and direction regarding draft updates to the Old Town Scottsdale 
Character Area Plan and Downtown sections of the Zoning Ordinance. This Non-Action Meeting will be 
scheduled to occur in January/February of 2022. This forum permits the public to follow discussion and input 
provided by Planning Commission, while allowing for the provision of written and spoken comment.  
 
City Council Work Study Session 
Project staff will schedule at least one (1) Work Study Session with City Council to review community input from 
Phase 2 and collect feedback and direction regarding draft updates to the Old Town Scottsdale Character Area 
Plan and Downtown sections of the Zoning Ordinance. This Work Study Session will be scheduled to occur in 
January/February of 2022. This forum permits the public to follow discussion and direction provided by City 
Council, while allowing for the provision of written and limited spoken comment.  
 
Recommendation + Adoption 
Following review by the community, Planning Commission, and City Council, draft updates to the Old Town 
Scottsdale Character Area Plan and Downtown sections of the Zoning Ordinance will be finalized by staff and go 
through a review and adoption process.  The review and adoption process will include a minimum of two (2) 
public hearings – Planning Commission (possible recommendation) and City Council (possible adoption). Both 
meetings will permit the public to provide written and verbal comment. The Planning Commission 
Recommendation Hearing is tentatively scheduled to occur in February of 2022, while the City Council hearing to 
possibly adopt such updates is tentatively scheduled to occur in March of 2022. 
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ATTACHMENT 3- LINKED 
 

September 21, 2021, City Council Marked Agenda 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.scottsdaleaz.gov/Assets/ScottsdaleAZ/Council/archive-agendas-minutes/2021-agendas/09-21-21-regular-and-work-study-agenda.pdf


 
 
 
 
 
 
 
 
 
 

ATTACHMENT 4- LINKED 
 

October 6, 2021, Planning Commission Marked Agenda 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.scottsdaleaz.gov/Assets/ScottsdaleAZ/Boards/Planning/agendas-minutes/2021-agendas/10-06-2021_Special_Agenda.pdf


 
 
 
 
 
 
 
 
 
 

ATTACHMENT 5- LINKED 
 

Aggregate In-Person Open House Report – including results of October 18th, 
and 25th, and November 15th in-person open house sessions 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.scottsdaleaz.gov/Assets/ScottsdaleAZ/Planning/character-area/downtown/Old+Town+Updates+In-Person+Outreach+Report.pdf
https://www.scottsdaleaz.gov/Assets/ScottsdaleAZ/Planning/character-area/downtown/Old+Town+Updates+In-Person+Outreach+Report.pdf


 
 
 
 
 
 
 
 
 

ATTACHMENT 6- LINKED 
 

December 15, 2021, Planning Commission Marked Agenda 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.scottsdaleaz.gov/Assets/ScottsdaleAZ/Boards/Planning/agendas-minutes/2021-agendas/12-15-2021_Regular_Marked_Agenda.pdf


 
 
 
 
 
 
 
 
 

ATTACHMENT 7- LINKED 
 

Aggregate In-Person Open House Report – including results of March 
7th, 9th, and 11th, in-person open house sessions 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.scottsdaleaz.gov/Assets/ScottsdaleAZ/Planning/character-area/downtown/2022+Spring+Old+Town+Updates+In-Person+Outreach+Report.pdf
https://www.scottsdaleaz.gov/Assets/ScottsdaleAZ/Planning/character-area/downtown/2022+Spring+Old+Town+Updates+In-Person+Outreach+Report.pdf


 
 
 
 
 
 
 
 
 

ATTACHMENT 8- LINKED 
 

Aggregate Self-Guided Virtual Open House Report: October 2021 to 
October 2022 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.scottsdaleaz.gov/Assets/ScottsdaleAZ/Planning/character-area/downtown/Full+Self-Guided+Outreach+Report+2022.pdf
https://www.scottsdaleaz.gov/Assets/ScottsdaleAZ/Planning/character-area/downtown/Full+Self-Guided+Outreach+Report+2022.pdf
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January 2023
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Old Town Updates

Public Comments Collected in January 3, 2023 through February 1, 2023

Comment Applicable Goal/Policy/Section Public Outreach Comment/Suggestion/Legislative Edits Staff Response Comment Source Date

1 Page 5, Vision Vision should include history preservation of bold buildings and atmosphere

The Vision Statement, as proposed, is 

intended to be inspirational, lofty, and 

ambitious. Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

2 Page 5, Vision
"Boldly looking to the future" conveys drastic change. "While being mindful of its historical past/value" allows a careful 

stewardship of the area.

The Vision Statement, as proposed, is 

intended to be inspirational, lofty, and 

ambitious. Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

3 Page 5, Vision
Old Town' should be relabeled just 'Downtown.' Old Town' is misleading to suggest the western revival character applies 

to all of the downtown, and only 15-20% in Type 1 areas should have this name.

City Council has considered "Downtown" vs 

"Old Town" at their September 21, 2021 

Work Study Session and provided direction 

to maintain the name of "Old Town".

Public Comment 1/10/2023

4 Page 5, Vision
There are huge parts of "Old Town" that have little or nothing to do with our "Western Heritage." While we must 

preserve history and western heritage, it is bad marketing to blur "Downtown" with "Old Town"

City Council has considered "Downtown" vs 

"Old Town" at their September 21, 2021 

Work Study Session and provided direction 

to maintain the name of "Old Town".

Public Comment 1/10/2023

5 Page 5, Vision How "boldly" are we if we don't suggest what characterizes the future?

The Vision Statement, as proposed, is 

intended to be inspirational, lofty, and 

ambitious. Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

6 Page 5, Vision Add "and maintains" after recognizes. "..city center which recognizes and maintains its western heritage."

Staff to present this amended text for  City 

Council consideration at the January 24th 

Work Study Session.

Public Comment 1/10/2023

7 Page 5, Vision

The marketing and branding for Old Town Scottsdale needs to be improved to draw more visitors based on its iconic 

elements: specialty retailers, dining, galleries, museums etc. While we need a certain element of multifamily housing, 

'apartments' are not a tourist/visitor draw!

The Vision Statement, as proposed, is 

intended to be inspirational, lofty, and 

ambitious. Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

8 Page 5, Vision

Vision deleted term Metropolitan. Not sure why we don't use the term because we are metropolitan and we are and 

should grow to the future to meet tourist and residents preferences. - While we offer western theme we are no longer a 

western town. Recommendation keep east of Scottsdale Rd. as "western" for tourist and west of Scottsdale encourage 

newer builds and modernization.

The Vision Statement, as proposed, is 

intended to be inspirational, lofty, and 

ambitious. Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/12/2023

9 Page 5, Vision Vision - …looking to its VIBRANT future or, vibrant and livable.

The Vision Statement, as proposed, is 

intended to be inspirational, lofty, and 

ambitious. Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/12/2023

10 Page 12, Mixed Use

5th Ave District (pg. 12) - doesn't include residences. Does this mean small residences can't be developed in this area? 5th 

Ave District highlight "Unique retail stores, restaurants and public art." Can we assume this doesn't mean we have to use 

the existing building or can we do new buildings?

Staff to add language to Page 12 to clarify 

that the District descriptions broadly 

characterize the predominant uses found 

within a District, and further, Land uses are 

regulated by the City’s Zoning Ordinance. 

Public Comment 1/12/2023

11 Page 14-15, Policy LU 3.5, LU 3.6, Types Map

5th Ave district Type 1 near canal with buffer given this district almost reaches the canal district these new restrictions 

will significantly impact development by the canal. Recommendation is move 5th Ave district to south of 5th Ave. This will 

allow development on the opposite side of the street requirement. Unless you move this area we will continue to have 

"red dirt" undeveloped property along the canal where we want to improve. Policy LU 3.5 and 3.6 - I'm fine with this 

except for one area along 5th Ave - 5th Ave district. As shown the canal district will not be able to develop the "red dirt 

area" because 5th Ave district is too far north. Recommend move 5th Ave district south of 5th Ave then include N side of 

5th Ave in canal district - Type 2 - to encourage development. This will as provide the "street" buffer between districts.

Staff to present Development Type options 

and alternatives for City Council 

consideration at the January 24th Work 

Study Session.

Public Comment 1/12/2023

Old Town Character Area Plan

Page 1 of 10
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Old Town Updates

Public Comments Collected in January 3, 2023 through February 1, 2023

Comment Applicable Goal/Policy/Section Public Outreach Comment/Suggestion/Legislative Edits Staff Response Comment Source Date

12 Page 14-15, Policy LU 3.5, LU 3.6, Types Map, Open Space, Bonus

After reviewing the proposed changes to the Scottsdale Character Plan and attending the open session I see a few 

challenges to the changes as well as some additional changes (Reference attached Slides).”

1. Of major concern is the adjustment to the 5th District area along the canal coupled with the buffer zone requirement 

of one road (reference slide). As proposed the expansion of the 5th Ave District (Blue Dashed Line) with the 1 Street 

buffer zone requirement would essentially make it impossible to develop the canal district portion. This would leave a red 

dirt parking lot eye sore for events along the canal. Instead recommend the Canal District include areas north of 5th Ave 

(Red Lines). This meets the street buffer requirement and provides enough space to encourage type 1 or 2 development 

which is similar to other developments along the canal. For example, Condo’s/Apartments like those across from this 

same portion of the canal (see slide). It would also increase the number of residents who can shop at 5th Ave and Old 

Town Area shops and restaurants.

2. While adjustments to bonus heights and costs may not be a major issue for Waterfront Residents it may inhibit 

developers’ participation and leave current Red Dirt areas still undeveloped. 

3. In line with the open space, walking and biking initiative I again would recommend the city consider closing of 

Scottsdale road S of Stetson Dr/N Drinkwater Blvd and N of Osborn Rd or at least South of Camelback (see second slide). 

There are major alternate routes around old town Via Goldwater and Drinkwater. There are plenty of lateral routes into 

old town to support business and restaurants. 

4. One last addition to the Character plan is emphasis on development of more security measures (lighting, cameras, 

sensors) for the old town districts. This would include integration of these additional cameras and sensors into the public 

safety command post networks. Potentially expand bonus benefits for new developments that specifically includes these 

kinds of integrated capabilities.” We have security issues in the city and the character plan looks like a good way to 

address them. It will make our residents understand that the city does see it as a priority.

Staff to present Development Type options 

and alternatives for City Council 

consideration at the January 24th Work 

Study Session.  Comment is noted for 

Planning Commission and City Council 

Consideration. The provisions of safety are 

recognized throughout the Old Town Plan 

and within the Implementation Chapter:

Item 3 – Downtown Maintenance and 

Safety Education Programs

Item 12 – Entertainment District 

Improvements – increase district lighting 

levels and install public safety cameras and 

bollards for safety and tourism purposes. 

Public Comment 1/23/2023

13 Page 15, Types Map
The change W. of Goldwater Boulevard and N. of Indian School Road being proposed from Type 2.5 to Type 2 appears to 

be down zoning. Is this legal? And is the City to compensate the property owners for this devaluation? 

Proposed amendments to the 

Development Types Map do not remove a 

property's existing development rights.

Public Comment 1/10/2023

14 Page 15, Types Map

Concern about a Type 3 area adjacent to Type 1. Would seem more sensible to have a greater "sensitive edge buffer" by 

having Type 2 immediately adjacent to Type 1, providing a more gradual increase in height and less overshadowing of the 

Type 1 area, even if only one block.

The proposal to include a Sensitive Edge 

Buffer in both the Old Town Plan and 

Zoning Ordinance is to transition in scale, 

height, and intensity away from the 

Downtown Core, or Type 1 areas, of Old 

Town.

Public Comment 1/12/2023

15 Page 15, Types Map
Include the properties along the north side of 5th Ave in the #4 area to be made Type 2. Require canal bank improvement 

along the canal for open space, walkability, and public access.

Staff to present Development Type options 

and alternatives for City Council 

consideration at the January 24th Work 

Study Session.

Public Comment 1/12/2023

16 Page 21, Public Spaces Map Avoid 'Museum Square' in places map - should be more generic and not reference a specific development name.

Staff to present amended text for  City 

Council consideration at the January 24th 

Work Study Session to rename the 

Pedestrian Place identified as “Museum 

Square” with “Loloma Plaza”.

Public Comment 1/10/2023

17 Page 25, Policy CD 11.3, Underground Utilities Policy CD 11.3 reads to require undergrounding utilities - should be encouraged

Staff to present amended text for  City 

Council consideration at the January 24th 

Work Study Session:

CD 11.3: Encourage the undergrounding of 

overhead utilities to reduce the negative 

visual impacts in the downtown. 

Public Comment 1/12/2023

18 Page 32, Connectivity Map, Active Pedestrian Area
Add Bar District to Pedestrian Area? Why not more green plant trees preferably in all applications? Heat island, shade for 

area, pedestrian comfort, O2 cleansing. Scottsdale "Plaza," not 'Mall' on all COS maps

Public outreach conducted to-date 

included a preference for the Active 

Pedestrian Area to be located within the 

Downtown Couplet, south of the Arizona 

Canal.

Public Comment 1/10/2023

Page 2 of 10
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Old Town Updates

Public Comments Collected in January 3, 2023 through February 1, 2023

Comment Applicable Goal/Policy/Section Public Outreach Comment/Suggestion/Legislative Edits Staff Response Comment Source Date

19 Page 32-33, Pedestrian Connectivity Map, Policy M 4.1

Open Space - Pedestrian Compatible Paths - PLEASE provide / require additional safety precautions for pedestrians and 

cyclists. Pedestrian Place - Please continue to work and enforce no loitering, i.e. homelessness camping. Please identify to 

the public WHERE Open Spaces are. Most people may not be aware of the private / open space area. Thank You!

The proposed amended Old Town 

Scottsdale Character Area Plan provides an 

updated Public Spaces and Connectivity 

graphic that reflects both entitled and 

desired open space areas and connections 

throughout Old Town.

The provisions of safety are referenced 

throughout the Old Town Plan. 

Public Comment 1/12/2023

20 Page 44, Policy EV 1.4 Why delete this policy? Why would we not want to address economic and social changes on a regular basis

Policy EV 1.4 was redundant with other 

policies under the same goal. As with any 

plan, implementation will address change 

(s) in economic, social, environmental, and 

market conditions over time. 

Public Comment 1/12/2023

21 Page 46, Policy EV 3.1, Smart City

I saw that Smart City got mentioned but not in great detail.   While being under Goal EV 3 p46 but where it falls under 

Policy EV3.1 pg. 46 which addresses “city assets and improve service delivery”.    It might be the wording, but I don’t think 

it captures the importance of these efforts.    Additionally, there really is nothing that addresses the advances in security 

(police center, noise, camera, etc.).   I think the city needs to add a security aspect to this character plan.

Policy EV 3.1 was amended in response to 

they city’s Smart Cities Initiative.

The provisions of safety are referenced 

throughout the Old Town Plan. 

Public Comment 1/5/2023

22 Table 5.3004.D Dwelling Unit Note 1, Mixed Use

To arbitrarily set 20% min. commercial/retail in a residential development is absurd. What analysis/data was used to 

determine demand? We don't want a sub-shop to be in this area because of a desire not founded in data. We don't want 

unused retail shells. Allow Residential amenity e.g. pool/gym to count. Allow public space to count. Better yet remove the 

20%.  mandate. I'm okay with the 30% in Historic Old Town. No 20% requirement for retail/commercial unless we can 

prove demand for it. Empty store front and/or low end retail will ruin Old Town. Look at Palm Springs 15yrs ago. t-shirt 

shops and empty store fronts.

The Old Town Plan has mandated 35% 

active uses at the ground level in Type 1 

since the mid 1980's. This proposal 

expands that thinking to all areas within 

the Active Pedestrian Area. In addition, 

market vacancy rates in the identified 

Active Pedestrian Area are similar to Old 

Town and the City as a whole. 

Public Comment 1/10/2023

23 Table 5.3004.D Dwelling Unit Note 1, Mixed Use

Active pedestrian area Type 2/3 80% residential - No keep it same as Type 1. Too many options outside of Old Town for 

mass residential keep Old Town shopping and dining options. More residential at ground floor allows for more conflict 

between business/residents (Tempe shady/senior living center)

The Old Town Plan has mandated 35% 

active uses at the ground level in Type 1 

since the mid 1980's. This proposal 

expands that thinking to all areas within 

the Active Pedestrian Area. In addition, 

market vacancy rates in the identified 

Active Pedestrian Area are similar to Old 

Town and the City as a whole. 

Public Comment 1/10/2023

24 Table 5.3004.D Dwelling Unit Note 1, Mixed Use Mixed use is needed for apt/condo services as more PUDs in the bar district area.

Planned Unit Development (PUD) is not a 

permitted Zoning District within the Old 

Town boundary. 

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

25 Table 5.3004.D Dwelling Unit Note 1, Mixed Use

The 20% requirement for commercial / office in the expanded area is a mistake. Mixed use development is always 

problematic. Avoid if at all possible! Exception (if a site is large enough - horizontal mixed use is easier to manage) 

*smaller sites should not be forced to incorporate vertical mixed use!

The Old Town Plan has mandated 35% 

active uses at the ground level in Type 1 

since the mid 1980's. This proposal 

expands that thinking to all areas within 

the Active Pedestrian Area. In addition, 

market vacancy rates in the identified 

Active Pedestrian Area are similar to Old 

Town and the City as a whole. 

Public Comment 1/12/2023

Zoning Ordinance Comments
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26 Table 5.3004.D Dwelling Unit Note 1, Mixed Use

I suggest the 80/20 floor area (1st floor) be changed to 80/20 linear street/walking frontage. This would 1. encourage 

smaller street-facing offices and stores 2. allow other areas of interior 1st floor area, 3. encourage development of the 

building corners as commercial / office by giving a "double bonus" for the frontage calculation.

The proposal to include a mix of uses 

within the Active Pedestrian Area 

encourages active uses (non-residential) to 

front Pedestrian Place roadways. Utilizing a 

linear frontage calculation would not 

maximize such active space. For instance,  

smaller properties within Old Town have 

frontages typically between 30' to 50' in 

length - 20 percent of which would yield 6' 

to 10' of frontage.

Public Comment 1/12/2023

27 Table 5.3006.C, Setbacks
Setback should define the minimum width of the street (Active Pedestrian Area). In Old Town core want to 

minimize/avoid no setbacks/stepbacks from Type 1 to Type 2/3.

The legislative draft of the Old Town Plan 

includes the proposal to amend the 

Setback definition to state:

Setback - Typically, the distance between a 

property line and a building or structure. 

Depending on the specific Zoning District, 

setbacks may be measured in different 

ways.

Public Comment 1/10/2023

28 Table 5.3006.C, Setbacks

How can you propose a blanket 20’ setback on Scottsdale rd south of the canal without addressing a potential 84’ 

building height for Type 3? I’m envisioning a Wall Street scenario. Building height and setbacks need to be addressed 

within the same conversation. Maybe an “if, then” situation. If you want the 84’ height on your Type 3 property, then you 

have to have a 40’ setback. If you’re willing to do a lower height, then you get a 30’ setback. Please preserve the aesthetic 

of our town.

The proposed amendments to the 

downtown sections of the Zoning 

Ordinance include amending the setbacks 

and prevailing setbacks along North 

Scottsdale Road to ensure the east and 

west sides of the street have consistent 

setback and prevailing setback 

requirements.

Public Comment 1/12/2023

29 Table 6.1310.C, Bonus Height
I'm for lowering heights because I'm very tired of having carpet bagger developers destroy all views of the horizon and 

our mountains for people who live south of Camelback.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

30 Table 6.1310.C, Bonus Height Excellent amendments on change Type 2 to Type 1 in Old Town and Type 3 bonus height max of 102' and 115'

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

31 Table 6.1310.C, Bonus Height Support the sensitive edge buffer. Support proposed bonus heights and eliminating Type 2.5

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

32 Table 6.1310.C, Bonus Height
I'm really glad to see the non-contiguous PBD option is being abolished, as well as seeing the maximum Type 3 height 

lowered. It's too bad that the monster projects in the Entertainment District and Museum Square snuck through.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/12/2023

33 Table 6.1310.C, Bonus Height

More height can allow for more open space. It is my opinion the Optima Camelview is about the correct density. Allowing 

more density / height allows the City to have developers provide additional amenities. The new plan looks uneconomic. 

Scottsdale is growing very slowly, the new plan will further reduce growth.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/12/2023

34 Table 6.1310.C and Section 7.1200, Bonus

1. I do not support the lower height. Care more about street level setbacks and stepbacks. 2. Definitely require 

contiguous. Current is too generous. 3. Yes, there needs to be some equivalent between bonus grant and public benefit. 

Not $ for $ but some analysis. Increase is good, but are they enough? However, this per unit fee seems high. Ans should 

they be additive? Seems harsh. 4. Not convinced that we get benefit from some of the art.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

35 Table 6.1310.C and Section 7.1200, Bonus / Parking / Height

Like what it is. Need to keep building profile - reduce height - PARKING. What are the bonus defined? How many bonus 

types are there? Where is the parking it is needed "NOW" Free Parking. New Type 2-3 still too much height - should not 

be taller than 72' feet

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

36 Section 7.1200, Bonus

Charging flat fee to give applicant extra height and/or density is essentially having the developer upzone their property by 

paying for it (its like a legal payoff). Bonus should be given only if the developer provides a public benefit such as open 

space or public parking.

Since 2012, Bonus Standards (a voluntary 

program) have been utilized to achieve 

community planning and urban design 

goals and objectives at City Council’s 

discretion. Public benefits have always 

been centered to the consideration of 

bonus development standards. 

Public Comment 1/10/2023
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37 Section 7.1200, Bonus

The public open space has to be easily accessed by public - not just residents of the buildings, also it should be obvious 

the  space is PUBLIC. Why was amount of space reduced? Personally I think it should be increased - 10,000' isn’t even as 

big as a building- Is the open space required to be continuous - that is not in little squares?

The public open space area(s), and public 

access to the public open space area(s), 

shall be determined through a 

development agreement between the 

owner and the City.

To further support the provision of open 

space in Old Town, proposed amendments 

to the downtown sections of the Zoning 

Ordinance revises the Public Open Space 

public benefit from a minimum of 18,000 

to 10,000 square feet. Public Open Space 

has yet to be utilized as a Special Public 

Improvement/public benefit for bonus 

standard consideration. Reducing the 

minimum area for Public Open Space may 

provide incentive for future applicants to 

utilize open space in conjunction with 

bonus requests

Public Comment 1/10/2023

38 Section 7.1200, Bonus
Why not have permanent dedication of workforce housing? (not just five years) All other concessions are permanent. 

Workforce housing should be permanent too.

Workforce Housing has yet to be utilized as 

a Special Public Improvement/public 

benefit for bonus standard consideration. 

To date, all provisions of work force 

housing have been voluntary and not 

associated with any Bonus Requests. City 

Council decides the length of the term that 

such housing is provided.

Public Comment 1/10/2023

39 Section 7.1200, Bonus
Recommend you add security systems additions linked to Scottsdale first responders (cameras and noise offer security 

sensers etc.)

The provisions of safety are recognized 

throughout the Old Town Plan and within 

the Implementation Chapter:

Item 3 – Downtown Maintenance and 

Safety Education Programs

Item 12 – Entertainment District 

Improvements – increase district lighting 

levels and install public safety cameras and 

bollards for safety and tourism purposes. 

Public Comment 1/12/2023

40 Development Flexibility Thank you for increasing from 10% to 20% for smaller parcels. Thank you for requiring qualifying parcels update

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

41 Section 7.1200, Bonus

Keep open space minimum of 18,000 sq ft for bonus dev. Bonus heights are too high - yes reduce them. Prefer not to 

have bonus dev. at all - retain base max. Bonus dev. Being pushed to Entertainment District and Fashion Square. Need to 

better consider density and use as those areas do boarder many residential areas. Traffic flow / noise need to be 

addressed in development consideration.

To further support the provision of open 

space in Old Town, proposed amendments 

to the downtown sections of the Zoning 

Ordinance revises the Public Open Space 

public benefit from a minimum of 18,000 

to 10,000 square feet. Public Open Space 

has yet to be utilized as a Special Public 

Improvement/public benefit for bonus 

standard consideration. Reducing the 

minimum area for Public Open Space may 

provide incentive for future applicants to 

utilize open space in conjunction with 

bonus requests

Public Comment 1/10/2023

42 Section 7.1200, Bonus
Workforce Housing - currently less than 0.1% Hopefully this changes and encouraged by City Council. With a worker 

shortage in Old Town, people being forced to move by redevelopment, new ownership will work elsewhere.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

43 Section 6.1303.B, PBD
PBD Contiguous - single ownership - staff comment said it would be ok if separate owners work together but "single 

ownership" could be interpreted as owned by 1 entity. If flexibility in intended, this should be clarified.

Sec. 6.1303.B - “Or Control” can allow for 

multiple owners to participate in a PBD 

development and still retain separate 

ownership. Further, for a PBD request, all 

entities are required to participate in 

Development Agreement. 

Public Comment 1/12/2023
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44 PBD Support contiguous requirement for PBD

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

45 PBD, Bonus, Fees
Disapprove of noncontiguous parcels under one ownership to use PBD. What % of workforce is required to get bonus? 

Support greater development fees

Bonus calculations are unique to each 

request.

Workforce Housing has yet to be utilized as 

a Special Public Improvement/public 

benefit for bonus standard consideration. 

To date, all provisions of work force 

housing have been voluntary and not 

associated with any Bonus Requests. City 

Council decides the length of the term that 

such housing is provided.                            

Comment is noted for Planning 

Commission and City Council 

Consideration.                          

Public Comment 1/10/2023

46 Section 3.100 and Table 5.3006.B, GFAR
Great removed old method and encompassing all uses. 1.8 is too much in my opinion should be 1.5 to reduce overbuilds 

on smaller sites

The proposed amendments to the 

downtown sections of the Zoning 

Ordinance include amending the definition 

of Gross Floor Area Ratio to include all 

building space – even residential floor area. 

Thus, the downtown sections of the Zoning 

Ordinance are proposed to be amended to 

account for residential building space that 

previously was not included in the GFAR 

calculation.

Public Comment 1/10/2023

47 Section 3.100, GFAR
1. Excellent explanation of FAR, 2. Excellent new formula for FAR (GFAR), 3. Yea, repeal Infill Incentive Dist., 4. No more 

"On-the-sidewalk bldg. walls" (please) in Old Town. 

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

48 Fees Flat fee approach. Updated fee proposed - good start to double, continue to increase them!

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

49 Fees

I’m reviewing the administrative draft of the oldtown docs and came across the provision regarding bonus density. As it’s 

difficult to pencil most developments considering land pricing, materials costs and parking requirements, most 

developers need to utilize the bonus’. Did I miss another document which shows the draft “fee sheet”? Considering this is 

a huge unknown to underwrite and how expensive bonus’ may be, this is a potential pencils down for all developments 

without clarity of what this cost may be.

The proposed amendments to the 

downtown sections of the Zoning 

Ordinance include a proposal to increase 

the calculation for bonus development 

standards. The proposal would double the 

existing fee structure as well as move the 

bonus fee multiplication factor to the City’s 

Fee Schedule so that the fee would be 

reviewed by City Council on an annual 

basis.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/3/2023

50 Fees
Increasing bonus fees by 100% is excessive and knowingly kills the pursuit of bonuses. If any fee increase propose a lower 

increase by about 15-20% max.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

51 Fees
What would increased bonus charges do to rents charged to customers? Why is government entitled to taking property 

owner's income?

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

52 Section 5.3006.J, Shaded Sidewalks
Shading - We should not mandate structures for shade. Yes it helps in summer, but not late fall/winter. Plus mix/match 

overhangs look tacky and what about everyone's concern with views and setbacks.

The proposed amendments to the Zoning 

Ordinance include amending text to clarify 

that structured, continuous shading of 

sidewalks within the Downtown Core – or 

Type 1 areas – of Old Town shall be 

provided.

Public Comment 1/10/2023
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53 Section 5.3006.J, Shaded Sidewalks
Are there requirements for shade depending on whether they are on south or west side of sidewalk? I.E. plans to force 

greater shade to the south and west of pedestrian areas and bike lanes?

The proposed amendments to the Zoning 

Ordinance include amending text to clarify 

that structured, continuous shading of 

sidewalks within the Downtown Core – or 

Type 1 areas – of Old Town shall be 

provided.

Shade orientation recommendations are 

covered within the Old Town Scottsdale 

Urban Design & Architectural Guidelines 

and administered through the 

Development Review Board process.

Public Comment 1/10/2023

54

Old Town naming conventions, Development Types Map, Zoning 

Ordinance Table 5.3004.D Dwelling Unit Note 1 regarding mixed 

use, and Zoning Ordinance Section 5.3006 regarding Shaded 

Sidewalks

Daniel Ishac expressed concerns regarding the boundaries of the Old Town 

area, downzoning, continuous canopies, and requested additional data related to mixed-use 

requirements.

City Council has considered "Downtown" vs 

"Old Town" at their September 21, 2021 

Work Study Session and provided direction 

to maintain the name of "Old Town". The 

proposed amendments to the Zoning 

Ordinance include amending text to clarify 

that structured, continuous shading of 

sidewalks within the Downtown Core – or 

Type 1 areas – of Old Town shall be 

provided. The Old Town Plan has mandated 

35% active uses at the ground level in Type 

1 since the mid 1980's. This proposal 

expands that thinking to all areas within 

the Active Pedestrian Area. In addition, 

market vacancy rates in the identified 

Active Pedestrian Area are similar to Old 

Town and the City as a whole. 

Council Public Comment 1/24/2023

55 General - Height, Density, Bonus
Marilyn Atkinson expressed concerns about height, density, and bonus provisions and expressed support for covered 

walkways and for dedicated staff to handle Old Town zoning matters.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Council Public Comment 1/24/2023

French 

Thompson 

expressed 

concern about 

bonus 

provisions and 

litigation threats 

and expressed 

support for 

covered 

walkways.

General - Bonus Fees
French Thompson expressed concern about bonus provisions and litigation 

threats and expressed support for covered walkways.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Council Public Comment 1/24/2023

57 Infill Incentive Thank you for removing INFILL INCENTIVE!

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

General Comments/Suggestions

Infill Incentive Comments
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58 Quality Development
Require water assessment for projects grater than XX,XXX sq ft. What % of current storefronts in Old Town are now 

rented?

Scottsdale Water reviews all development 

proposals for water use, and furthermore, 

water will continue to be a greater 

consideration by City Council. Additionally 

water demand requirements for large 

projects are currently being established.

The Old Town Plan has mandated 35% 

active uses at the ground level in Type 1 

since the mid 1980's. This proposal 

expands that thinking to all areas within 

the Active Pedestrian Area. In addition, 

market vacancy rates in the identified 

Active Pedestrian Area are similar to Old 

Town and the City as a whole. 

Public Comment 1/10/2023

59 Quality Development

Keep east of Scottsdale Rd. (Main St. / Brown Ave. area) as current "Cowboy town" for that tourist experience. West of 

Scottsdale Rd., 5th Ave. and south, needs total update and overhaul. The area is outdated, not keeping up with current 

retail styles and shopping. The mix of retail is not what shoppers are looking for. The store facades look terrible. We have 

a great path along the canal for walkers and bikes but the north side of 5th Ave should be redeveloped into mixed use 

retail and residential above. A total redevelopment and update of buildings in Old Town south of the canal could attract 

more restaurants in amongst better shops and updated architecture and encourage walking traffic. We look at the 

current Old Town atmosphere, 5th Ave and south as embarrassing. The Kierland and Scottsdale Quarter area has 

achieved open space, current architecture with a mix of restaurants, shopping, and residential that attracts people. Old 

Town is outdated and worn! Fashion Square would benefit from some additional higher end condo buildings south of the 

canal.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/12/2023

60 Mixed Use Provide data for how much 'non-residential' uses can be absorbed in Downtown

The Old Town Plan has mandated 35% 

active uses at the ground level in Type 1 

since the mid 1980's. This proposal 

expands that thinking to all areas within 

the Active Pedestrian Area. In addition, 

market vacancy rates in the identified 

Active Pedestrian Area are similar to Old 

Town and the City as a whole. 

Public Comment 1/10/2023

61 Biking

First, Stetson Drive along the canal / South Bridge should be fully pedestrianized and closed to motor vehicles, starting 

from just east/north of the 7106 E Stetson garage driveway. Level of service for vehicles at peak times on that street is 

horrible, and pedestrians have to weave between stopped cars to cross the street. This would provide much more room 

and safety for the huge numbers of pedestrians in that area. Many cities around the country, and the world, have had 

recent success pedestrianizing streets in areas just like this, turning them into major landmarks.

Second, please prioritize regional pedestrian and bike/scooter connections that help people get into Old Town without 

needing a car. Many people live outside of the official Old Town area, but nearby, and it should be safe and comfortable 

for them to bike or scooter a mile or two to work or the entertainment district without fearing for their safety. This would 

mean protected bike lanes whenever possible, more grade-separated bridges or underpasses, and ensuring safe crossings 

of major streets, for example at Goldwater & Marshall Way, 2nd St and 70th St, and 74th St & Drinkwater, among others.

Transportation network items such as 

these would be expected in a Master Plan - 

such as the Transportation Action Plan. In 

addition, the proposed amendments to the 

Old Town Scottsdale Character Area Plan 

provide for an updated Pedestrian 

Connectivity map that reflects the updated 

street network and aligns with proposed 

changes to the Pedestrian Place, Pedestrian 

Supportive, and Pedestrian Compatible 

definitions. The map and definitions have 

been updated to more clearly convey the 

pedestrian hierarchy within Old Town. 

Public Comment 1/1/2023

62 Height / Connectivity / Setbacks

This Old Town Plan should be renamed an urbanization plan. We do not need more height. I see a pedestrian connectivity 

plan - but a new traffic plan is not included in connectivity. We don't want any more apartments in Downtown. Traffic is 

already too congested. Increase setbacks along Scottsdale Rd. in Old Town, 20' is not enough. Stop narrowing roads. 68th 

St. is proposed to be narrowed. 2nd St. is proposed to be eliminated and use for pedestrian. -we need a solution to widen 

roads.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023

63 Open Space Whose liability does public access space fall under? Are there any City insurance incentives?

The public open space area(s), and public 

access to the public open space area(s), are 

determined through a development 

agreement between the owner and the 

City.

Public Comment 1/10/2023

64 Height There are too many high-rise condos and apartment buildings in Old Town

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/10/2023
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65 Parking / Height / Fee / Project Specific
Questions regarding parking on mixed use development requiring rezoning to 48' building (attainable housing). Will our 

zoning of C-3 DO require a bonus development variance and the new fee?

This public comment was provided in 

regard to a participant's inquiry of a 

property, without more detail staff cannot 

provide a response.

Public Comment 1/10/2023

66 Mixed Use / Affordability / Connectivity

1. I would like to understand the results of a supply/demand study that I presume was required before requiring a % of 

ground floor of new development in "Old Town" be retail. Also, if I understand correctly as presented, why would a 

workout facility for a project on the ground floor not be counted as retail? Most sell products and generate taxes.

 

2. I did not see affordability anywhere in the slides or briefing.  What exists that I could reference to find more about 

affordability in the city? Is Old Town exempt from affordability and homeless programs?

3. Does the character area plan also consider pedestrian flow beyond the boundaries of Old Town Scottsdale? I 

remember an "Emerald Necklace" to encourage and facilitate pedestrians to explore all around the downtown/Civic 

Center area--is that still happening? Will the OTCAP pedestrian flow proposal ties to broader pedestrian walkways? If not, 

should the transportation plan, said not to change during the meeting, needs to be reassessed considering getting from 

Old Town to Civic Center?

1. The Old Town Plan has mandated 35% 

active uses at the ground level in Type 1 

since the mid 1980's. This proposal 

expands that thinking to all areas within 

the Active Pedestrian Area. In addition, 

market vacancy rates in the identified 

Active Pedestrian Area are similar to Old 

Town and the City as a whole. 

2. Workforce Housing has yet to be utilized 

as a Special Public Improvement/public 

benefit for bonus standard consideration. 

To date, all provisions of work force 

housing have been voluntary and not 

associated with any Bonus Requests. City 

Council decides the length of the term that 

such housing is provided.

3. Pedestrian networks beyond the Old 

Town Boundary are considered as Old 

Town connects to Southern Scottsdale. The 

"Emerald Necklace" concept was originally 

explored within the Downtown 2.0 

discussion with City Council and is 

expressed within the Old Town Plan as the 

Public Spaces and Connectivity map. 

Public Comment 1/10/2023

67 Regulations

Given the exponential growth of new regulations, guidelines, requirements, etc. - can the City please have the removal of 

archaic, inappropriate, and unnecessary regulations removed from ordinances, guidelines, etc. There is a need for some 

simplification and clarity.

Based on public input received, staff has 

provided consideration of such through the 

proposed amendments.

Public Comment 1/10/2023

68 The name 'Old Town'

I don't understand why the area N. of the canal or north of 5th Ave E of Scottsdale Rd. is considered Old Town. I should 

be removed as it has virtually nothing in common from an architectural/historical/character prospective. I have similar 

thoughts, though not as strong, about the entertainment district. I know they are both "Type 3" it seems absurd to call it 

"Old Town" it clearly is incongruent with the vision statement. we should differentiate "Old Town" from "Downtown"

City Council has considered "Downtown" vs 

"Old Town" at their September 21, 2021 

Work Study Session and provided direction 

to maintain the name of "Old Town".

Public Comment 1/10/2023

69 Parking
Where is there any mention of addressing parking and parking issues within the Old Town Plan and Zoning Ordinance 

Update?

Parking was previously discussed and acted 

on by City Council through Ordinance No. 

4500 on May 18, 2021.
Public Comment 1/10/2023

70 Project Specific
I am currently an owner of a small "legacy zoning" parcel which is currently a "DO" zone. What is or would be the process 

for requesting a "D" rezoning? What are the fees involved for rezoning? 2,000sq ft building area on 3,500 sq ft land area. 

This public comment concerns a 

participant's inquiry of a specific property, 

without more detail staff cannot provide a 

response.

Public Comment 1/10/2023

71 Open Space

Recommend you shut down Scottsdale Rd. between Drinkwater to Goldwater. Make this a walking / biking this will allow 

a zoned that can be developed specifically to support week open space but also restaurants and allows for more offset 

space for more development. There is plenty of parking 6404 in the area. Plenty of lateral route into the City core and 

bypass routes.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/12/2023

72 Open Space Encourage incorporating dog friendly area as part of open space

Within the draft legislative edit of the Old 

Town Plan, Open Space is defined as:

Open Space, Public or Common - Land 

within or related to a development that is 

designed and intended for the common 

use or enjoyment by the public.

Public Comment 1/12/2023
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73 Page 12, Entertainment District

This participation is to formally complain against the bar district - that is near (my residence) an the lack of regulation of 

NOISE - and the lack of implementation of state noise laws. The bars are allowed free reign to disrupt and diminish the 

quality of life - every day! P.23 Maricopa County noise ordinance adopted Feb. 15, 2006 "It shall be unlawful for any 

person in or upon a public street, alley or public place within unincorporated Maricopa County to make any loud or 

offensive noise... in a manner that disturbs the peace and quiet of people living in the vicinity thereof." Calling the area - 

"The Entertainment District" is a false statement and misleading. Its a bar district with unbecoming characteristics. The 

area is not safe to walk around in - after dark. A lot of traffic by car and pedestrians drinking. The current building 

projects eliminate views of the mountains and skylines. Development should be consistent and add to the "Old Town" 

character. More bars - and an excessive amount of bars - should be stopped and undone. More family oriented 

development and that increase value and quality of life. If "development" ultimately costs the City - evaluate feasibility, 

don't allow bars and night clubs require daily and increased LAW ENFORCEMENT. they are not adding value to 

community. Security Concerns - I intend only to support good community and citizenship. rules exist, laws exist, and the 

consideration of others must be demanded by the owners of bars and nightclubs. Thank you

Noise is regulated by Code Enforcement 

and Public Safety operations and by 

Chapter 19, Article II of the City Code 

relating to Special Noise Violations. 

Public Comment 1/12/2023

74 Entertainment District

Rid and restrict the noise from bars. Enclose their structures to keep noise from diminishing the quality of life in the 

neighborhood. Rename the entertainment district - it’s a bar district and had we known how cheap it is, never would’ve 

leased property here. It’s bad for business.

Noise is regulated by Code Enforcement 

and Public Safety operations and by 

Chapter 19, Article II of the City Code 

relating to Special Noise Violations. 

Public Comment 1/11/2023

75 Entertainment District

I am a new resident on this community. In just a few months of living here we noticed a few things that need to be 

addressed if we are to remain residents of this community. The noise level of just a few bar establishments are out of 

hand. During the day it is no issue, but at night from around 10pm to closing which is 2pm it is a nuisance. It keeps ua 

awake and shortens our sleep and rest time. This issue needs to be addressed asap or else you will lose residents who will 

choose another area to reside. Thank you. Solution: Enforce the law: Noise Ordinance

Noise is regulated by Code Enforcement 

and Public Safety operations and by 

Chapter 19, Article II of the City Code 

relating to Special Noise Violations. 

Public Comment 1/12/2023

76 Open House
Just moved from Albuquerque to my new permanent residence in Scottsdale - I am on a learning curve and appreciate 

the open house and our table colleague, Bryan who did a great job.
Thank you. Public Comment 1/12/2023

77 Traffic

Traffic and speed of cars vs. "active pedestrian area" Goldwater St. - How is this control of speed being addressed in the 

planning? - Pedestrians and crossing streets at lights - cars turning - pedestrians crossing Indian School and Scottsdale Rd. 

- 2nd St and Goldwater - traffic speed - dark streets at night - no street lights! - create "all cross" intersections at primary 

and major crossings

This level of detail would be expected in a 

Master Plan - such as the Transportation 

Action Plan - and not a Character Area 

Plan. However, the proposed amendments 

to the Old Town Scottsdale Character Area 

Plan provide for an updated Pedestrian 

Connectivity map that reflects the updated 

street network and aligns with proposed 

changes to the Pedestrian Place, Pedestrian 

Supportive, and Pedestrian Compatible 

definitions. The map and definitions have 

been updated to more clearly convey the 

pedestrian hierarchy within Old Town. 

Public Comment 1/12/2023

78 Overbuilding

Please stop the overbuilding and ugly out of character projects in Old Town. The project at 69th and Main has destroyed 

the whole street. Overbuilding is out of control. I could not attend the meetings. However, the overbuilding and out of 

character building underway is ruining old town Scottsdale. The project at Main and 69th is an ugly out place building and 

should never been approved.  It is out of character. This should have been a restaurant and arts development. Other 

projects are under way ruining the old town area of Scottsdale. Please stop the over building and ugly building as it 

destroying the whole area.

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/13/2023

79 Sidewalks (Outside Old Town Area)

Completing the sidewalk along 68th Street between Camelback and Indian School Roads will ensure that residential 

neighborhoods outside the Old Town Character Area Plan in the west side will be safely connected to the active 

pedestrian area of Old Town. Completing that section of 68th Street sidewalk will extend the supportive pedestrian 

network and complete the connectivity to public open spaces, enhance transit amenities, and business commercial areas. 

Completing the sidewalk gap along 68th Street will integrate the core of Old Town with the surrounding neighborhoods.

City Council received a citizen petition 

specific to this request in 2022. 

Consequently, it is included with current 

Capitol Improvement Plan/Project requests 

and pending review by City Council in the 

upcoming budget. 

Public Comment 1/12/2023

80 Green Infrastructure

Emphasis on green infrastructure and providing 500-1,000 cubit feet of soil to allow trees to reach maturity. Current 

standards and guidelines may persuade developers to spec a larger tree, but it still doesn't have the soil needed to reach 

its full potential. In an Urban environment, soil requirements can be met through a combination of suspended pavement, 

such as silva cells, or permeable pavers with structural soil. Fully grown trees from a triple bottom line perspective are far 

more impactful. On a side note, losing the option of 150' height limits our community requesting more of these public 

amenities

This level of detail is provided through 

documents such as the city's Design 

Standards & Policy Manual (DS&PM). 

Comment is noted for Planning 

Commission and City Council 

Consideration.

Public Comment 1/12/2023
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CHAPTER I 

 
INTRODUCTION, SUMMARY, AND RECOMMENDATIONS 

 
INTRODUCTION 
 
This report summarizes the principal findings, conclusions, and recommendations of Gruen Gruen + 
Associates (“GG+A”) of the Downtown (Old Town) bonus standards policy study conducted with 
the city of Scottsdale Planning and Development Department.  Since 2012, the city has tied bonus 
standards to the provision of public benefits. The incentives program is voluntary and is 
complementary to impact fees and other funding sources for capital infrastructure improvements, 
community facilities, and amenities.  In essence, the Scottsdale Zoning ordinance provides a base 
zoning density generally applicable to particular zones (districts) and additional bonus standards 
available if certain conditions are met related to the provision of workforce housing, extraordinary 
amenities, and infrastructure (sometimes collectively referred to below as “community 
enhancements”). 
 
A density bonus program is intended to implement community planning and urban design goals and 
objectives that would not otherwise be achieved for locations within which the additional density may 
be appropriately placed and physically fit on the relevant sites.  Developers must perceive that the 
additional density granted in exchange for the provision of community enhancements increases the 
return on equity investment (because the costs of the contribution of community enhancements are 
less than the value of the density bonus) and that the additional building space or housing units can 
be absorbed in a reasonable time and at prices that more than offset any increased construction and 
other costs.    
 
In addition, transactions for redevelopment sites must be for prices for projects consistent with the 
base density but not so high as what the additional density would support as otherwise it would not 
be feasible for the contribution costs to be absorbed. If the landowner obtains all of the value increase, 
the developer will not be able to feasibly pay the costs of the community enhancement contribution.  
 
Given the changes in market conditions since the original bonus standards policy was adopted, it is 
appropriate to conduct an analysis to be able to “calibrate” the value of the bonus standards to the 
cost of providing the required community enhancements. An updated calibration should promote the 
use of the bonus standards program while providing appropriate incentives but not a windfall to 
developer participants.         
 
  

Attachment 14



DOWNTOWN (OLD TOWN) BONUS STANDARD POLICY STUDY 

   

 

GRUEN GRUEN + ASSOCIATES  PAGE 2 

REPORT ORGANIZATION 
 
Chapter II summarizes the study area districts in which incentives in the forms of added height, floor 
area, and amount of building space or dwelling units or hotel rooms (collectively referred to as 
“bonus”) above the “base” development or zoning standards are available in exchange for 
“contributions” of extraordinary physical improvements/public benefits not required to be provided 
under prevailing base development and zoning standards.  Chapter II also summarizes the primary 
current bonus and contribution policies that apply to the districts. Examples of development projects 
which applied for and obtained bonuses are described. 
 
Chapter III describes the analytical approach used to evaluate the bonus standards program and the 
economic analysis completed to conduct the evaluation.  An example of a hypothetical development 
project is described and the economics of an existing property, economics of development in accord 
with base development or zoning standards, and the economics of a development with bonus 
incentives, are reviewed to illustrate the analytical approach. The key generalizations drawn from the 
hypothetical example and economics model are described.   
 
Chapter IV reviews the residential prototypical development alternatives under base zoning and bonus 
standards identified as representative of the types of developments proposed in Downtown (Old 
Town) Scottsdale. Chapter IV presents the simulation of the real estate investment results of 
prototypical residential development options based on estimates of revenues (income-producing rents 
and proceeds from sales of built and occupied developments), operating expenses, development costs 
and financing costs and return on equity requirements.  
 
Chapter V reviews the office prototypical development alternatives under base zoning and bonus 
standards. Chapter V presents the results of the real estate economics analysis of the office 
prototypical development alternatives and the underlying revenue, expense, development cost, and 
financial estimates. 
 
Chapter VI reviews the hotel prototypical development alternatives under base zoning and bonus 
standards. Chapter VI presents the results of the real estate economics analysis of the hotel 
prototypical development alternatives and the underlying revenue, expense, development cost, and 
financial estimates. 
 
  

Attachment 14



DOWNTOWN (OLD TOWN) BONUS STANDARD POLICY STUDY 

   

 

GRUEN GRUEN + ASSOCIATES  PAGE 3 

PRINCIPAL FINDINGS AND CONCLUSIONS 
 
1. Given required contribution of community enhancements for bonus zoning incentives, 

investor-developers cannot pay as much to the landowners as would be the case without costs 
of community enhancement contributions. The cost of the required contributions of 
community enhancements must be less than the additional value created by the bonus 
standards policy to create incentives or motivations for landowners and investor-developers 
to enter into voluntary transactions that result in redevelopment projects. 

 
2. The provision of community enhancements does not necessarily change the obtainable prices 

or values of housing units, office space, or hotel rooms. 
 
3. A bonus standards program can add value by making redevelopment of an existing use 

feasible, providing for community enhancements that would not otherwise be produced; and 
encouraging an existing property owner to sell or participate in redevelopment, provided the 
cost of the contribution of community enhancements is less than the net value that can be 
expected to be created. 
 

4. Some of the additional positive residual land value or added property value associated with the 
application of bonus standards for Type 2 and Type 3 districts’ development may often need 
to be shared with the land seller/existing property owner to induce the seller/owner to convey 
the property and/or participate in the redevelopment.   

 
5. In Type 2 and Type 3 districts’ development locations under current market conditions, the 

bonus standards policy generates increased supportable land values for multi-family uses and 
makes investor-developers better off. With the required contribution of community 
enhancements, the bonus standards policy is still financially attractive to investor-developers 
for wood frame multi-family development in Type 2 and Type 3 district development 
locations. Under the case study of prototypical residential development alternatives for the 
Type 2 district, the added value per additional unit after considering the current costs of 
community enhancements is estimated at nearly $93,000. This equates to added value of $114 
per square foot of additional rentable space associated with the bonus standards.   

 
6. As indicated above, while the contribution of community enhancements for Type 2 district 

residential developments is currently estimated to cost about $30,000 per additional unit or 
$37 per additional square foot of rentable area, a typical additional unit of development 
supports approximately $93,000 of additional value or profit after accounting for development 
costs including the current required community enhancement contribution and required 
return or profit on the associated equity investment.   

 
 A typical additional unit of development in the Type 3 district supports approximately 

$103,000 of additional value or profit after accounting for development costs including the 
current required community enhancement contribution and required return or profit on the 
associated equity investment.  
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These findings suggest the potential for increasing the fee for community enhancements 
without discouraging investor-developers from applying for bonus incentives for Type 2 and 
Type 3 district residential developments.  

 
Prior to implementing any increase, it would be appropriate to give property owners and the 
development community notice of any contemplated increase and give them opportunities to 
provide input. 

 
7. A higher cost of community enhancements will tend to reduce the number of properties that 

are susceptible to financially feasible redevelopment.  Sites of vacant land or improved with 
older, obsolete improvements are most likely to be susceptible to redevelopment. A 
meaningful portion of the value created by the provision of bonus standards needs to accrue 
to the investor-developer.    

  
8. For properties consisting of nearly one acre of land to nearly two acres of land, land prices 

tend to range from about $105 per square foot to $155 per square foot of land.  The 
comparison of the pricing for existing properties to the residual land values estimated to apply 
to the prototypical residential development alternatives suggest that under the base zoning and 
bonus standards for Type 2 and Type 3 prototypical multi-family development alternatives, 
the existing properties are viable to purchase for feasible redevelopment.  The provision of 
bonus standards even with the costs of community enhancement contributions tend to 
improve the viability of redevelopment.   

 
9. Under present conditions, the results of the analysis indicate that the development of office 

buildings of five to six stories are more profitable and support higher land values than office 
buildings of 11-stories which cost more to build.  Even without the cost of community 
enhancement contributions, the residual land values supported by office space development, 
while positive, are not higher than typical reservation prices or minimum prices for existing 
land uses or vacant land.  The costs of community enhancements fee under the current 
formula comprise approximately 78 to 79 percent of the incremental or marginal increase in 
value associated with the bonus program.  Accordingly, under the current conditions, an 
investor-developer is unlikely to seek to take advantage of bonus standards for Type 2 or Type 
3 district office developments. 

 
10. Under present conditions, the results of the analysis indicate that the development of Type 2 

and Type 3 district office buildings will support higher land values with bonus zoning 
standards than with base zoning if community enhancement contribution costs are excluded. 
Because the current contribution costs offset most of the increase in supportable land values, 
and given office uses tend to support lower land values than for what owners of existing 
property would tend to be willing to sell the properties for redevelopment, it may be best to 
negotiate on a case-by-case basis applications that do arise for bonus zoning for office 
developments. 

 
11. Under present conditions, the results of the analysis indicate that the development of hotel 

uses under bonus standards would not be feasible even without including the costs of required 
contributions of community enhancements. Accordingly, it may be best to negotiate on a case-
by-case basis applications that do arise for bonus zoning for hotel developments. 
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TABLE I-1  
 

 Summary of Findings 

 Residential Office Hotel 

Type 2  

Base Zoning Residual Land Value  
         Per Unit/Square Foot/Room 
          Per Square Foot of Land 

$10,433,000 
$124,000 
$142 

$2,284,000 
$19 
$26 

$336,000 
$2,211 
$6 

Density Bonus Residual Land Value  
After Community Enhancement Contribution (“CEC”) 
          Per Unit/Square Foot/Room 
          Per Square Foot of Land 

 
$16,374,900 
$110,600 
$222 

 
$2,677,800 
$12 
$31 

 
($27,800) 
($1,096) 
($0.50) 

 Community Enhancement Contribution 
    Per Additional Unit/Per Square Foot/Per Room  

$1,908,000 
$30,000 

$1,445,200 
$15 

$1,099,800 
$9,320 

 Estimated Value of Typical Existing Land Use  
@ $100 to $175 Per Square Foot of Land  

$7,362,000 - 
$12,883,000 

$8,712,000 - 
$15,246,000 

$5,227,000 - 
$9,148,000 

  
Increase (Decrease) Over Existing Land Value  

$3,071,000-
$3,492,000 

($6,428,000)- 
($12,568,200) 

($4,189,000)- 
($9,175,800) 

 Susceptible to Redevelopment? Yes No No 

Type 3  

Base Zoning Residual Land Value  
          Per Unit/Square Foot/Room 
          Per Square Foot of Land 

$10,433,000 
$124,000 
$142 

$2,284,000 
$19 
$26 

N/A 

Density Bonus Residual Land Value  
After Community Enhancement Contribution (“CEC”) 
          Per Unit/Square Foot/Room 
          Per Square Foot of Land 

 
$22,511,000 
$102,800 
$306 

 
$2,826,000 
$11 
$32 

 

Community Enhancement Contribution 
    Per Additional Unit/Per Square Foot/Per Room 

$4,679,000 
$35,000 

$2,064,000 
$21 

 

 Estimated Value of Typical Existing Land Use  
@ $100 to $175 Per Square Foot of Land  

$7,362,000 - 
$12,883,000 

$8,712,000 - 
$15,246,000 

 

  
Increase (Decrease) Over Existing Land Value  

$3,071,000 – 
$9,628,000 

($6,428,000)-
($12,420,000) 

 

 Susceptible to Redevelopment? Yes No  
Source: Gruen Gruen + Associates 
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RECOMMENDATIONS  

Consider having the community enhancements contribution fees vary by use as the real estate 
economics of differing uses vary.  One simplifying approach compared to the current system is to 
adopt a flat rate fee on a per square foot of additional square feet (additional density) associated with 
the provision of bonus standards. 
 
We recommend an increase in bonus standard fees for residential developments in Type 2 and Type 
3 districts. However, the increase should not be so much to remove opportunities for developers to 
offer incentives to existing property owners if they make property available for redevelopment or to 
not leave financial room for developers to absorb unforeseen development and operating cost 
increases or lower prices and absorption than anticipated.    
 
For example, Table I-2 summarizes for the Type 2 district development an example of a community 
enhancement contribution fee based on the capture of the additional value increase under receipt of 
bonus standards under the assumption of the contribution at 50 percent of the increase in value and 
at 75 percent of the increase in value. 
 

 
TABLE I-2 

 
Example of Community Enhancement Contribution Fee 

 Based on Capture of Additional Value Increase under Receipt of Bonus Standards 

 Residential – Type 2 

 
 

Contribution at 50% 
Increase of Additional 

Value 

Contribution at 75% 
Increase of Additional 

Value 

Land Value of Base Zoning $10,433,000 $10,433,000 

Land Value of Bonus Zoning $18,283,000 $18,283,000 

Incremental Value Increase $7,850,000 $7,850,000 

Portion of Incremental Value Toward 
Community Enhancement Contribution 

50% 75% 

Community Enhancement Contribution Fee in 
Total Dollars 

$3,925,000 $5,887,500 

Additional Square Feet of Gross Floor Area 
under Bonus Zoning 

66,000 66,000 

Estimated Community Enhancement 
Contribution Fee Per Square Foot of 
Additional Gross Floor Area Under Bonus 
Zoning 

$59 $89 

Source: Gruen Gruen + Associates 

 
The fee is derived based on the incremental or marginal increase in residual land value from the base 
zoning to the bonus zoning, which for Type 2 district residential use is estimated at $7,850,000. If the 
community enhancement contribution fee is set based on 50 percent of the incremental or marginal 
increase in value, in nominal dollars the fee would total $3,925,000. The additional floor area permitted 
under the provision of bonus zoning is estimated to total 66,000 square feet of space. Dividing the fee 
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in total nominal dollars of $3,925,000 by 66,000 square feet of additional floor area produces an 
estimated fee per square foot of additional floor area under the provision of bonus zoning of $59.  
This compares to a current estimate fee per bonus square foot of $29.   
 
At 75 percent of the increase in incremental value, the fee per bonus square foot would be $89. Given 
the fee increase to $59 per square foot would already be a significant increase and that the fee derived 
is based on limited prototypes and could vary as additional prototypes (in terms of land area and type 
of building product) are tested, we recommend any fee increase be based on capture of 50 percent of 
the incremental or marginal value increase.  To encourage eligible sites to be redeveloped and the 
provision of community amenities and other enhancements, it is appropriate that a fixed fee be toward 
the low end of range of value capture recommendation because of variations in property value by site 
and the types and forms of developments that will be most remunerative will vary over time  
 
Table I-3 summarizes for the Type 3 district residential development an example of a community 
enhancement contribution fee based on the capture of the additional value increase under receipt of 
bonus standards under the assumption of the contribution at 50 percent of the increase in value and 
at 75 percent of the increase in value. 
 

 
TABLE I-3 

 
Example of Community Enhancement Contribution Fee 

 Based on Capture of Additional Value Increase under Receipt of Bonus Standards 

 Residential – Type 3 

 
 

Contribution at 50% 
Increase of Additional 

Value 

Contribution at 75% 
Increase of Additional 

Value 

Land Value of Base Zoning $10,433,000 $10,433,000 

Land Value of Bonus Zoning $27,190,000 $27,190,000 

Incremental Value Increase $16,757,000 $16,757,000 

Portion of Incremental Value Toward 
Community Enhancement Contribution 

50% 75% 

Community Enhancement Contribution Fee in 
Total Dollars 

$8,378,500 $12,567,800 

Additional Square Feet of Gross Floor Area 
under Bonus Zoning 

190,300 190,300 

Estimated Community Enhancement 
Contribution Fee Per Square Foot of 
Additional Gross Floor Area Under Bonus 
Zoning 

$44 $66 

Source: Gruen Gruen + Associates 

 
The fee is derived based on the incremental or marginal increase in residual land value from the base 
zoning to the bonus zoning, which for Type 3 residential use is estimated at $16,757,000. If the 
community enhancement contribution fee is set based on 50 percent of the incremental or marginal 
increase in value, in nominal dollars the fee would total $8,378,000. The additional floor area permitted 
under the provision of bonus zoning is estimated to total 190,300 square feet of space. Dividing the 
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fee in total nominal dollars of $8,378,000 by 190,300 square feet of additional floor area produces an 
estimated fee per square foot of additional floor area under the provision of bonus zoning of $44.  
This compares to a current estimate fee per bonus square foot of $25.   
 
Fixed rate formulas such as the example presented above for the costs of community enhancement 
contributions have the advantage of relative predictability and transparency and ease of administration 
and uniformity of application.  For relatively smaller or single use projects, the fixed rate cost approach 
is advantageous. 
 
For large, complex mixed-use projects for which discretionary rezoning-related changes are required 
and which may warrant consideration of the potential specific impacts and unique scale or type of 
amenities that could be provided, a case-by case negotiated approach may be worthwhile to consider. 
The disadvantage to a negotiated approach is the relatively less predictable and potentially more costly 
and time-consuming process.  The advantages include more flexibility and ability to custom design 
the provision of community enhancements to reflect civic priorities and the unique programming 
opportunities and the specific contemporary real estate economics that apply to the redevelopment 
project.   
 
For site-specific, case-by-case determination of community enhancement contributions, it would be 
necessary to follow the approach laid out in this report: 
 

• Estimate the value of the applicable property under existing use and exiting base zoning (and 
other applicable policies and regulations); 

• Estimate the value of the applicable property under the bonus zoning provisions in the 
absence of a community enhancement contribution. This suggests the applicant should be 
required to submit a proforma for the project for review by municipal staff or an external 
consultant, the inputs of which would include the categories and variables described in this 
report; 

• Compare the residual land value of the base zoning to the bonus zoning to identify the increase 
in property value supported by the bonus over the base zoning and therefore the potential for 
a contribution of specific community enhancements or an in-lieu fee; 

• Meet with the applicant to review the results of the analysis and to discuss any comments or 
concerns and make any revisions the analysis and write up of the analysis; 

• Negotiate with the applicant to seek a community enhancement contribution package or fee 
that achieves the city’s specific goals and objectives for the applicable site(s) considering the 
results of the financial analysis that indicates the amount of contribution that can be supported 
before the project becomes financially infeasible; and 

• Document the details about the specific community enhancements or fee to be provided by 
the applicant and the estimated value/cost of each enhancement. 

• Typically, the costs associated with the analysis and negotiation process would be required to 
be funded by the applicant.  

 
Periodically review the density bonus program provisions every three to five years to reflect changes 
in market- and real estate economics- conditions so that contributions to obtain greater density are 
appropriately reflective of the value added by the greater density. If the City increases impact or other 
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fees that could affect the economics of providing community enhancement contributions, the cost of 
community enhancement contributions may warrant revision.       
 
Monitor the number, location, type of projects and performance of the projects that receive zoning 
bonus incentives.                                    
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CHAPTER II 
 

STUDY AREA DEFINITION AND OVERVIEW OF  
CURRENT BONUS AND CONTRIBUTION POLICIES 

 
INTRODUCTION 
 
This chapter summarizes the study area districts in which incentives in the forms of added height, 
floor area, and amount of building space or dwelling units or hotel rooms (collectively referred to as 
“bonus”) above the “base” development or zoning standards are available in exchange for 
“contributions” of extraordinary physical improvements/public benefits not required to be provided 
under prevailing base development and zoning standards.  Improvements/public benefits include the 
provision of the following: 
 

• major infrastructure enhancements;  

• public parking; 

• public open space; 

• cultural improvement program contributions; 

• transit amenities; 

• pedestrian amenities; and 

• workforce housing. 
    

This chapter also summarizes the primary current bonus and contribution policies that apply to the 
districts in which various bonus incentives are available in exchange for contributions of physical 
improvements/public benefits exceeding those required under base or standard development and 
zoning provisions. 
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 STUDY AREA DISTRICTS 
 
Map II-1 shows the Type 1, 2, 2.5, and 3 development type areas within the Downtown District. 
 

MAP II-1: Study Area Districts 
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Type 1 Development 
 
Type 1 development supports lower scale development in the Downtown Core and Historic Old 
Town.  The Downtown Core is located west of Scottsdale Road, along Main Street south of Indian 
School, and also north of Indian School Road, including the 5th Avenue and Marshall Way areas.  The 
Historic Old Town is located south of Indian School, east of Scottsdale Road between Second Street 
and Indian School. 
 
Type 2 Development 
 
Type 2 development supports a higher scale of development and includes most existing uses 
surrounding the Downtown Core.  Type 2 development is allowed south of the Arizona Canal. 
 
Type 2.5 development is generally located west of Goldwater Boulevard and north of Indian School 
Road. 
 
Type 3 Development 
 
Type 3 development, the highest scale of development, is generally: (1) north of the Arizona Canal 
centered around the major regional mall Scottsdale Fashion Square; (2) south of Main and Second 
Streets along both the Goldwater and Drinkwater Boulevards’ southern curves; and (3) east and west 
of the intersection of Scottsdale Road and Drinkwater Boulevard, proximate to the Honor Health 
Osborn Medical Campus. 
 
The larger potential “bonuses” are associated with Type 2 and Type 3 development properties 
encompassing sites of five or more acres of land.  For these types, building heights could almost 
double up to as much as 12 to 15 stories.  
 
Map II-2 shows available sites of greater than 200,000-square-foot in size within Type 3 
development districts potentially susceptible to redevelopment  
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MAP II-2: Type 3 District Properties Greater Than 200,000 Square-Feet of Land 

 
 
Type 3 areas with single-ownership greater than 200,000 square feet of land area are generally located: 
(1) north of the Arizona Canal, on the west side of Scottsdale Road around Fashion Square; (2) east 
of Scottsdale Road and north of Osborn Road around the Honor Health Medical Campus; and (3) 
more central locations in the study area both around Indian School Boulevard and Goldwater 
Boulevard and south of the canal and east of Scottsdale Road. 
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BONUS PROVISIONS FOR THE DOWNTOWN DISTRICT AND PLANNED BLOCK 
DEVELOPMENT 
 
The bonus provisions (Section 5.3008.B of the Zoning Ordinance) for the Downtown District 
excerpted below – in comparison to the Bonus Provisions of the Planned Block Development (Section 
6.1310 of the Zoning Ordinance) – can occur anywhere in Old Town and provide the option for 
specific gross floor area ratio (“GFAR”) bonuses in exchange for specified line items such as above-
ground and/or underground parking, incorporation of dwelling units, or historic preservation. No 
monetary cost or rubric is associated with the GFAR Downtown District Bonuses. Notably, however, 
no projects within Old Town have requested and/or utilized GFAR Downtown District Bonuses.  
 
Table II-1 summarizes Downtown District GFAR bonuses under Section 5.3008.B. of the Zoning 
Ordinance. 
 

TABLE II-1: Downtown District Gross Floor Area Ratio (GFAR) Bonuses  
under Table 5 Section 5.3008.B. of Zoning Ordinance 

Mechanism Bonus Regulations 

Underground parking structure 0.4 GFAR Section 5.3008.C.1. 

Incorporation of dwelling units One square foot of nonresidential floor area for 
each square foot of dwelling floor area, up to 0.5 
additional GFAR 

Section 5.3008.C.2. 

Above-ground parking structure 0.1 GFAR Section 5.3008.C.3. 

Downtown historic preservation 0.2 GFAR Section 5.3008.C.4. 

Source: City of Scottsdale 

 
Table II-2 summarizes the Planned Block Development (“PBD”) bonuses under Section 6.1310.C. 

of the Zoning Ordinance.  Map II-3 summarizes properties located within the PBD overlay. 

TABLE II-2: Planned Block Development Gross Floor Area Ratio (GFAR) and Building 
Height Maximums with Bonuses under Table 6 Section 6.1310.C. of Zoning Ordinance 

Development 
Type 

Building Height Maximum (1) by PBD Gross Lot Area GFAR Maximum 

 20,000 and less than 
100,000 square feet 

100,000 and less than 
200,000 square feet 

200,000 square feet 
or more 

 

Type 1 No additional height 
above the Base 
Building Height 
Maximum 

No additional height 
above the Base 
Building Height 
Maximum 

No additional 
height above the 
Base Building 
Height Maximum 

2.5 

Type 2 78 feet 90 feet 90 feet 3 

Type 2.5 78 feet 90 feet 120 feet 3 

Type 3 90 feet 120 feet 150 feet 4 

Note: 1. Excludes rooftop appurtenances. 
a. Maximum heigh for rooftop appurtenances: 6 feet. 
b. Maximum coverage for rooftop appurtenances: 20% of the rooftop. 

c. Minimum setback for rooftop appurtenances: 15 feet from all sides of the building. 
Source: City of Scottsdale 
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Any project that meets the minimum of 20,000 square feet in lot size may request bonus development 
standard consideration. No building height or GFAR may exceed the maximums outlined in Table 
6.1310.C of the Zoning ordinance excerpted above. Building setbacks and stepbacks are dictated in 
the Development Plan specific to the project – and may amend the base setbacks and stepbacks of 
the Downtown District (as provided under Section 6.130.D and Section 6.1308.E of the Zoning 
Ordinances). Stepbacks specific to the Downtown Boundary, however, may not be amended (as 
dictated by Section 6.1308.E.2. of the Zoning ordinance).  There is no maximum limit for density.  
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MAP II-3: PBD Overlay Zoning 
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CONTRIBUTION VALUES FOR QUALIFYING PROJECTS 
 
The developer of any project site that meets the minimum gross lot area of 20,000 square feet may 
request bonus development standard consideration (including increased height, density, and/or floor 
area). As indicated above to qualify, special public improvements must be provided to offset the 
impacts of the proposed bonus development standards. For increased height, the formula/rubric (per 
Section 7.1200.D.1.c of the Zoning Ordinance) currently equates to approximately $13,628 per foot 
requested above the base height maximum. For a density bonus, the formula/rubric (per Section 
7.1200.D.1.c of the Zoning Ordinance) currently equates to approximately $13,628 per residential unit 
requested above the 50-dwelling unit per acre maximum. For increased floor area bonus, the 
formula/rubric (Section 7.1200.D.1.c of the Zoning Ordinance) currently equates to about $13.63 per 
square foot requested above the base gross floor area ratio of 1.4. 
 
Open space, as a consideration for bonus development standards, is the only public benefit that has a 
predetermined value. To be considered as a public benefit to offset a bonus development standard, 
the open space area must be a minimum of 18,000 square feet in size. To date, no applicant has tried 
to provide this open space as tradeoff for a density bonus. Notably, two projects Museum Square and 
The Collection have significant open space, but open space provisions were not leveraged in the 
pursuit of entitlements for the projects.  
 
Cultural Improvements Program requirements: 
 
For property zoned PBD after 2012, property owners are required to provide artwork, or pay an in-
lieu fee, equal to at least one percent of the building valuation for all floor area.  In lieu fees shall be 
paid into the Downtown Cultural Trust Fund. 
 
Exemptions from this requirement include the following: 

a. Interior tenant improvements; 
b. Residential uses in a PBD Overlay District rezoned before January 1, 2013; 
c. Dwellings, single-family and two-family uses; and. 
d. Properties zoned Special Campus in which cultural improvement program elements have 

been included in the development plan. 
 
ADDITIONAL BACKGROUND 
 
The density, height, and floor area bonuses were established with a late-2012 Zoning Ordinance text 
amendment. Since adoption, approximately 17 applications have been submitted for bonus 
development standards which are either approved or in-process with the city. 
 
One recent project, The Miller, has provided eight Workforce Housing units for a term of five years. 
Tenants may have household income of between 80 and 120 percent of the average median income 
(AMI) in the Phoenix metro area.  Other types of community enhancements created through the 
bonus density program include upsizing of water and sewer infrastructure, undergrounding of 
overhead powerlines, public sidewalk/amenities upgrades, and additional public art contributions. 
 
Developers of multi-family residential projects typically seek to utilize density bonuses.  Developers 
of non-residential uses typically seek height and floor-area ratio (FAR) density bonuses.  
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Projects that have utilized the bonus development provisions have been distributed throughout the 
Old Town area, with the exception of the Type 1 subareas of Old Town. Type 1 areas do not allow 
for bonus height and have not yet ben subject to bonus development applications. Generally, the 
submittal of density bonus applications has been utilized on larger sites in the Old Town area. 
 
Two examples of projects that qualified for bonuses, and the contributions provided, in order to 
obtain bonuses, included the following: 
 
Optima Sonoran Village (1-ZN-2010#2) 
 
Sought 63’ of bonus height ($630,000), increased density by 288 dwelling units ($2,880,000), and 
increased floor area by 141,380 square feet ($1,927,000) for total contribution fees of approximately 
$5,437,000 in exchange for contributions of: 
 

• $250,000 to Downtown improvements (Goldwater Blvd pedestrian improvements and 
Arizona Canal shared use path improvements); 

• $796,000 to install underground what would otherwise have been overhead powerlines; 

• $75,000 to resurface and landscape alley; and 

• Public Park/Plaza open space (given the contribution fees total suggested to be valued at 
approximately $4,316,000). 

 
Waterview (19-ZN-2015) 
 
Sought 24’ of bonus height ($257,094) and increased density of 33 dwelling units ($353,504) for total 
contribution fees of approximately $610,598 in exchange for contributions of: 
 

• $632,000 to install underground what would have otherwise been overhead powerlines; 

• Arizona Canal Improvement Stipulations; 

• Pedestrian path, landscaping, and lighting; 

• Bridge Crossing; 

• Walkway Ramp; and 

• Plaza Open Space. 
 
To date, developers have not requested any revisions to the density bonus program other than to 
maintain maximum flexibility in a “menu of options” currently afforded by the options within the 
Zoning Ordinance.  Developers have not challenged or requested changes to the value of 
contributions required in exchange for the density bonuses. 
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 CHAPTER III 
 

SUMMARY OF ANALYTICAL APPROACH AND REAL ESTATE ECONOMIC 
ANALYSIS TO ILLUSTRATE APPROACH  

 
INTRODUCTION 
 
This chapter describes the analytical approach used to evaluate the bonus standard program and the 
economic analysis completed to illustrate the analytical approach. An example of a hypothetical 
development project is described and the economics of an existing property, economics of 
development in accord with base development zoning standards, and the economics of a development 
with bonus incentives are reviewed to illustrate the analytical approach. The key generalizations drawn 
from the hypothetical example and economics model are described.   
 
ANALYTICAL APPROACH 
 
The forces of demand and supply, land use policy/zoning regulations, and development costs interact 
to form the real estate economics that affect property development and redevelopment of owners and 
would-be developers.  The most significant determinants of land use value are the potential income 
(rents or sales prices) that can be earned by alternative land uses, the costs associated with the 
construction, operation, and maintenance of alternative land uses, and the regulations that govern the 
right to develop or alter land uses and the physical characteristics of how they can be developed.   
 
Developers will tend to seek the right to create additional income-producing building space or housing 
units in exchange for the contribution of community enhancements when they anticipate being made 
financially better off from the voluntary exchange.  The analytical approach we use to evaluate whether 
the bonus standard policy makes would-be developers better off and if so, whether the current market 
and real estate conditions that apply could support additional costs of community enhancements in 
exchange for bonus incentives is summarized as follows: 
  
1.  Identify “As Is” use value if an existing building is assumed to be or is on representative site(s);   
 
2. Identify if under the base zoning, development can be expected to be financially viable to 

support the purchase and provide for profit without the contribution of community 
enhancements. That is, identify if the site likely to be subject to redevelopment under the base 
zoning; 

 
3. Identify if additional income-producing building space or housing units (sometimes referred 

to as “upzoning”) without a required contribution of community enhancements would 
increase the supportable land value to permit the purchase of the property at or above the “As 
Is” use value so that redevelopment is feasible (a higher value than existing use value provides 
an incentive for the existing owner to sell the property or cooperate in the redevelopment); 
and 

 
4. Identify if with additional building space or housing units (upzoning) and the required 

contribution of community enhancements whether supportable value (or investment returns) 
that can be expected still exceed the “As Is” use value and make the developer better off than 
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under three above. Identify at what level (cost) of contribution would the bonus incentives no 
longer be attractive. 

 
 The cost of the contribution of community enhancements the developer makes in exchange 

for the bonus incentives must be less than the increase in property value associated with the 
additional development rights created by the bonus incentives/upzoning.  

 
  

Attachment 14



DOWNTOWN (OLD TOWN) BONUS STANDARD POLICY STUDY 

   

 

GRUEN GRUEN + ASSOCIATES  PAGE 21 

SIMPLE EXAMPLE OF HYPOTHETICAL DEVELOPMENT PROJECT TO 
ILLUSTRATE ANALYTICAL APPROACH 
 
Table III-1 summarizes the financial results including residual or supportable land value of a 
hypothetical development project to illustrate the analytical approach used to evaluate the bonus 
program. A basic land residual method is shown which illustrates the land value from the completed 
development minus the development costs (including developer’s profit).   
 

TABLE III-1  
 

Example of Hypothetical Development Project to Illustrate Analytical Approach 

  
ALTERNATIVE 1 

 
ALTERNATIVE 2 

 
ALTERNATIVE 3 

Basic Land Residual 
Method, (i.e., not-
Discounted Cashflow 
Residual Method) 
with 
Illustrative/Broad 
Assumptions 

 
 
 
 

Site Zoned for 20- 
Unit Apartment 
Development 

 
Site Up-Zoned  

(Density Bonus Provided) to 
40-Unit Apartment 

Development Without 
Contribution of Community 

Enhancements 

 
Site Up-Zoned  

(Density Bonus Provided) to 
40 Unit Apartment 
Development With 

Contribution of Community 
Enhancements 

Value Per Unit @ 
$250,000 

$5,000,000 $10,000,000 $10,000,000 

Development Costs 
Including Profit 
Allowance @  
$220,000 Per Unit 

$4,400,000 $8,800,000 $8,800,000 

Contribution of 
Community 
Enhancements @ 
$13,600 Per 
Additional Unit 

$0 $0 $272,000 

Residual 
(Supportable) Land 
Value 

$600,000 $1,200,000 $928,000 

Value of Existing 
Land Use 

$800,000 $800,000 $800,000 

Increase (Decrease) 
Over Existing Land 
Value 

 ($200,000) $400,000 $128,000 

Susceptible to 
Redevelopment 

No Yes Yes 

Source: Gruen Gruen + Associates 

 
For purposes of this hypothetical example, the site is assumed to be improved with an existing 
commercial building generating net income sufficient to support a market value of $800,000. (An 
investor would pay $800,000 to derive income from holding the property and having the option in the 
future to sell the building). 
 
Alternative 1 assumes the property is zoned and would be permitted for 20 apartment units.  
Alternative 2 assumes a bonus incentive of 20 additional units for a total of 40 apartment units without 
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a requirement of contribution for community enhancements.  Alternative 3 assumes a bonus incentive 
of 20 additional units for a total of 40 apartment units with a required contribution of community 
enhancements of $13,600 per additional unit for a total cost of $272,000.  For simplicity, we assume 
for each alternative the unit sizes, net income and value per unit, and development costs per unit 
remain the same.   
 
Under the stipulated existing zoning for Alternative 1, assuming a value of $250,000 per unit, the 20-
unit apartment development would yield a total value of $5,000,000. Assuming development costs 
including an appropriate profit margin of $220,000 per unit, the 20-unit apartment development would 
have total costs, excluding land costs of $4,400,000.  The residual (supportable) land value or what the 
developer could afford to pay for the land would total $600,000. Given the existing use value supports 
a value of $800,000, the site is not likely to susceptible to viable redevelopment.  An investor-developer 
would not be made better off by the expenditure of entrepreneurial resources (time and money) to 
purchase the property and redevelop it for an apartment use. 
 
Alternative 2 illustrates the financial results for the hypothetical development if bonus incentives are 
provided without the requirement of a contribution of community enhancements. The additional 20 
apartment units for a total of 40 apartment units results in a total value assumption of $10,000,000 
($250,000 per unit multiplied by 40 units). The total costs are assumed to increase to $8,800,000 
($220,000 per unit multiplied by 40 units). This results in an increase in the residual or supportable 
land value or the amount the developer can afford to pay for the existing property of twice the base 
case Alternative 1 of $1,200,000. Given the residual (supportable) land value exceeds the existing use 
value of $800,000 by $400,000, the site is susceptible to redevelopment because both the existing 
landowner and prospective purchaser-developer will be made better off if a transaction occurs 
between $800,000 and $1,200,000.  Alternative 2 shows without the requirement of a contribution of 
community enhancements in exchange for bonus incentives, the bonus incentives or upzoning creates 
added land value. 
 
Alternative 3 illustrates the financial results for the hypothetical development if bonus incentives are 
provided with the requirement of a contribution of community enhancements assumed to total 
$13,600 per unit or $272,000 for the additional 20 apartment units. As the project has the same number 
of units as alternative 2, the value and development costs assumptions remain the same. The only 
difference is the municipality would receive $272,000 for the right to the bonus incentives which 
reduces the residual (supportable) land value to $928,000 from $1,200,000 under Alternative 2.  The 
project is still potentially financially viable to the investor-developer because the residual (supportable) 
land value after the costs of the community enhancement contribution exceeds the existing use value 
by $128,000.  The positive residual land value means the developer can offer the landowner a price 
above the existing use value as an incentive or inducement to agree to the sell the property. Compared 
to the Alternative 2 without a required community enhancement contribution, however, less dollars 
are available to be allocated to the seller. 
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CONCLUSIONS DRAWN FROM HYPOTHETICAL DEVELOPMENT PROJECT TO 
ILLUSTRATE ANALYTICAL APPROACH   
 
The simplified example described above illustrates the following conclusions about bonus standards 
in exchange for community enhancements above that required under base zoning: 
     
1. With the required contribution, the bonus standard is still financially attractive to the investor-

developer which earns the same profit under Alternative 2 and Alternative 3; 
 
2. With the required contribution, however, the investor-developer cannot pay as much to the 

landowner. The cost of the required contributions must be less than the additional value 
created by the bonus incentives to create incentives or motivations for the landowner and 
investor-developer to enter into a voluntary transaction that results in redevelopment; 

 
3. The provision of the community enhancements does not necessarily change the price or value 

of housing units (or office space or hotel rooms); and 
 
4. A bonus standard program can add value by making redevelopment of an existing use feasible, 

providing for community enhancements that would not otherwise be produced; and 
encouraging an existing owner to sell or participate in redevelopment, provided the cost of the 
contribution is less than the net value that can be expected to be created from the exchange 
of community enhancements for the bonus incentives. 
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CHAPTER IV 
 

RESIDUAL LAND VALUE ANALYSIS OF  
PROTOTYPICAL RESIDENTIAL DEVELOPMENT ALTERNATIVES 

 
INTRODUCTION 
  
Following a brief review of the residual land value methodology and development types evaluated, 
Chapter IV summarizes the prototypical residential development alternatives for which the analysis 
of real estate economics has been completed. The estimated costs of development associated with the 
prototypical residential development alternatives are presented.  Chapter IV also presents the financial 
terms such as equity investment and debt financing as well as market parameters (revenue and 
operating expense estimates) underlying the financial analysis of the prototypical residential 
development alternatives.   This chapter then reviews the results of the real estate economics analysis 
of each of the prototypical residential development alternatives.  
 
METHODOLOGY AND DEVELOPMENT ASSUMPTIONS 
 
Residual Land Value  
 
In order to identify whether it will likely be feasible to develop the prototypical development 
alternatives under the present real estate economics, GG+A simulated the real estate investment of 
prototypical development options. We estimated the investment results of the prototypical 
development options identified by city of Scottsdale planning staff based on the estimated cash flows 
produced from cost and revenue forecasts and stipulated financial terms from the viewpoint of a 
prospective developer.  
 
We analyzed the likely feasibility of development, or the need for a subsidy (incentive) in order to 
bridge a feasibility gap, based on a financial yardstick or measure referred to as a residual land value 
assuming a required internal rate of return (“IRR”) on the equity investment from the cash flow and 
the resale value of the development.1 We used this methodology of estimating the land values that 
would be supported by the investment returns of the forecast revenues and costs, assuming a hurdle 
rate or return requirement of a 18 percent IRR. A project is feasible if a developer can achieve a return 
on the developer/investor equity that meets a hurdle rate commensurate with the associated risk. If 
the residual land value from the investment is zero or less, than the likely cost of the land makes the 
investment infeasible. In essence, we asked the following question: How much could a prospective 
developer pay for the land needed to site the postulated development and earn an IRR of 18 percent, 
or alternatively, how many dollars of subsidy incentive would be required to provide the developer 
with the specific rate of return? 

 
1 As described in more detail in Appendix A, a residual land value refers to the amount a would-be 
developer could afford to pay for the land needed to site a development, given the cash flow that 
results from a specified set of cost and revenue forecasts and stipulated financial terms. An IRR means 
the rate of return at which the discounted future cash flows from an investment equal the initial cash 
outlay. In the jargon of finance theory, the IRR is the discount rate at which the net present value is 
zero. If the IRR exceeds the desired rate of return, the investment is financially feasible; if the IRR is 
lower than the desired rate of return, the investment is not financially feasible. 
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Note that the residual land value estimate is best used for comparing alternatives and obtaining insight 
on the “ability to pay” by the owner or developer. Actual market value is also affected by the price of 
competing entitled land supply. For example, even if a developer could afford to pay $150 per square 
foot for the land and still obtain a minimum threshold return, the developer will not do so if other 
equally or more desirable development locations are available for less. Actual market prices are 
influenced by the buyer’s perception of use value, expectations about the timing and risk of 
development, and the price of the other available locations. 
 
Development Types Tested 

Scottsdale Long Range Planning staff identified prototypical development alternatives that could be 
reasonably developed on representative sites in Type 2 and Type 3 development locations.  The 
prototypical residential development alternatives reflect physical site constraints, height, floor-area 
ratio, setback, parking, and other requirements and characteristics. 
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DESCRIPTION OF PROTOTYPICAL  
APARTMENT DEVELOPMENT ALTERNATIVES 
 
Base Zoning Standards 
 
Tables IV-1 summarizes the physical parameters of the postulated prototypical apartment 
development alternative consistent with base zoning, without a bonus. Under base zoning, the 
maximum number of units attainable regardless of development type is 84 dwelling units (or 50 
dwelling units per acre) for both Type 2 and Type 3 development. 
 

TABLE IV-1 
 

Prototypical Apartment Development Alternative  
Under Base Zoning, Without a Bonus 

 Type 2 and Type 3 Development 

Land Use Apartment 

Site Area in Square Feet 73,616 

Floor-area Ratio 1.20 

Total Dwelling Units 84 

Average Unit Size in Square Feet1 813 

Density in Units Per Acre 50 

Building Height(s) 5 stories – 66’ 

Gross Floor Area in Square Feet 88,000 

Net Floor Area in Square Feet 68,300 

Parking Spaces and Arrangement 130 spaces  
podium & below grade  

Parking Ratio (Spaces Per Unit) 1.55 
1Average unit size assumes the multi-family building has a net-to-gross loss factor of approximately 
22 percent for Type 2. 

Sources: City of Scottsdale; Gruen Gruen + Associates. 
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For the base zoning standards, without a bonus program, based on input from city of Scottsdale staff 
we postulated the following apartment development prototype for development district Types 2 and 
3: 
 

• 5-story building on a site of 73,616 square feet of land with a total of 84 apartment units for a 
density per acre of 50. The gross floor area is estimated to total 88,000 square feet for a floor 
area ratio of approximately 1.2.  Parking of 130 podium and below grade spaces would be 
provided for a parking ratio of 1.55 spaces per unit.  The average unit size would approximate 
813 square feet assuming a net-to-gross loss factor about 22 percent. This means some of the 
building area would be devoted to common area resident amenities rather than units (e.g., 
fitness center, lounge, pet washing stations, bike storage, etc.).   
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Bonus Development Standard 
 
Tables IV-2 summarizes the physical parameters of the prototypical apartment development 
alternatives city staff postulated consistent with a bonus. 
 

TABLE IV-2 
 

Prototypical Apartment Development Alternative With a Bonus 

 Development Type 2 Development Type 3 

Land Use Apartment Apartment 

Site Area in Square Feet 73,616 73,616 

Floor-area Ratio 2.09 3.78 

Total Dwelling Units 148 219 

Average Unit Size in Square Feet1 813 912 

Density in Units Per Acre 87 130 

Building Height(s) 5 stories -76’ 6 stories - 84’ 

Gross Floor Area in Square Feet 153,700 278,300 

Net Floor Area in Square Feet 120,300 200,400 

Parking Spaces and Arrangement 232 stalls  
podium & below grade 

339 stalls  
podium & below grade 

Parking Ratio (Spaces Per Unit) 1.55 1.55 
1 Average unit size assumes the multi-family building has a net-to-gross loss factor of approximately 
22 percent for Type 2 and 28 percent for Type 3. 

Sources: City of Scottsdale; Gruen Gruen + Associates. 

 
For the bonus zoning standards program, city of Scottsdale staff postulated the following apartment 
development prototypes for development district Types 2 and 3: 

 

• Type 2 - 5-story building on a site of 73,616 square feet of land with a total of 148 apartment 
units for a density per acre of 87. The gross floor area is estimated to total 153,7000 square 
feet for a floor area ratio of approximately 2.0.  Parking of 229 podium and below grade spaces 
would be provided for a parking ratio of 1.55 spaces per unit.  The average unit size would 
approximate 813 square feet assuming a net-to-gross loss factor about 28 percent; and   
 

• Type 3 - 6-story building on a site of 73,616 square feet of land with a total of 219 units for a 
density per acre of 130. The gross floor area is estimated to total 278,300 square feet for a 
floor area ratio of approximately 3.78.  Parking of 339 podium and below grade spaces would 
be provided for a parking ratio of 1.55 spaces per unit.   The average unit size would 
approximately 912 square feet assuming a net-to-gross loss factor of about 28 percent applied 
to the apartment building.   

 
The average unit sizes may be slightly smaller than typical but they are adequate for purposes 
of the real estate economic analysis.  
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ESTIMATED DEVELOPMENT COSTS 
 
Base Zoning 
 
Table IV-3 summarizes the estimated development costs for the postulated prototypical apartment 
development alternatives.  Under the base zoning, both Type 2 and Type 3 district development areas 
would utilize Type V wood-frame construction for five stories residential building height.  The parking 
would be parked either entirely below grade (if two parking levels) or one level below grade and one 
level at grade with precast construction.  The construction Type V for wood frame is lower cost than 
alternative Type I construction consisting of concrete and steel frame for building heights of eight 
stories or higher. Precast garage parking is also less costly to build than multiple levels of underground 
parking. 
 

TABLE IV-3 
 

Summary of Key Cost Inputs Under Base Zoning, Excluding Land Purchase and Financing1 

 Base Zoning 
Type 2 and Type 3 Development   

 Total 
$ 

Per Unit 
$ 

Construction (Hard) Costs Per Square 
Foot @ $165  - Type 2 & Type 32 

14,500,000 173,000 

Parking Costs @ $30,000 per Space 3,900,000 46,000 

Soft Costs (e.g., Architecture, 
Engineering) @ $46 Per Foot/ 22% of 
Hard Costs incl. Parking 

4,100,000 48,000 

Total Costs Excluding Land Purchase 
& Financing Costs3 

22,500,000 268,000 

1Figures are rounded.  
2 Costs based on gross square feet and include sitework costs. 
3 Total costs equate to $329 per net rentable square foot for Type 2 and Type 3 district development areas. 

Sources: Developer Interviews; Gruen Gruen + Associates. 

 
Based on the interviews with developers, we assume total development costs, excluding land and 
financing, of $256 per gross square foot ($329 per net rentable square foot) or $268,000 per unit for 
the base zoning Type 2 and Type 3 prototypical apartment development alternative. Construction 
hard costs are estimated at $165 per gross square foot for a total of approximately $14,500,000. This 
equates to a per unit cost of $173,000. Parking costs for below grade parking are estimated at $30,000 
per stall for a total of $3,900,000. Soft costs equate to 22 percent of hard costs (including parking) or 
$48,000 per unit ($46 per gross square foot). 
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Bonus Development Standard 
 
Table IV-4 summarizes the estimated development costs for the postulated prototypical apartment 
development alternatives with a bonus standard. 
 

TABLE IV-4 
 

Summary of Key Cost Inputs Under Bonus Standard, Excluding Land Purchase and Financing1 

 Bonus Standard 
Type 2 Development 

Bonus Standard 
Type 3 Development 

 Total 
$ 

Per Unit 
$ 

Total 
$ 

Per Unit 
$ 

Construction (Hard) Costs Per Square 
Foot @ $166 - Type 2 & Type 32 

25,600,000 173,000 46,362,000 212,000 

Parking Costs @ $30,000 per Space 7,000,000 47,000 10,170,000 47,000 

Soft Costs (e.g., Architecture, 
Engineering) @ $47 Per Foot (Type 2) & 
$45 Per Foot (Type 3)/ 22% of Hard 
Costs including Parking 

7,200,000 48,000 12,437,000 57,000 

Total Costs Excluding Land Purchase & 
Financing Costs3 

39,700,000 268,000 68,969,000 316,000 

1Figures are rounded. 
2 Costs based on gross square feet and include sitework costs. 
3 Total costs equate to $330 per net rentable square foot for Type 2 development and $344 per net rentable square 
foot for Type 3 development. 

Sources: Developer Interviews; Gruen Gruen + Associates. 

 
Based on the interviews with developers, we assume total development costs, excluding land and 
financing, of $39,700,000 or $258 per gross square foot and $268,000 per unit for the bonus standard 
Type 2 district prototypical development alternative.  Construction hard costs are estimated at $166 
per square foot for a total of $25,600,000. This equates to a per unit cost of approximately $173,000. 
Parking costs are estimated at $30,000 per stall for a total of $7,000,000. Soft costs equate to 22 percent 
of hard costs (including parking) or $48,000 per unit ($47 per gross square foot). 
 
We assume total development costs, excluding land and financing of $68,969,000 or $247 per gross 
square foot and $315,000 per unit for the bonus standard Type 3 district prototypical development 
alternative.  Construction hard costs are estimated at $166 per square foot for a total of $46,362,000. 
This equates to a per unit cost of $212,000. Parking costs are estimated at $30,000 per stall for a total 
of $10,170,000. Soft costs equate to 22 percent of hard costs (including parking) or $56,800 per unit 
($45 per gross square foot). 
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FINANCIAL PARAMETERS  
 
Table IV-5 summarizes the financial terms stipulated for the discounted cash flow analysis of the base 
zoning and bonus standard prototypical development alternatives.    
 

TABLE IV-5 
 

Investment and Financing Assumptions for Prototypical Base Zoning  
and Bonus Standards Apartment Development Alternatives 

Equity as Percent of Project Total 40% 

Internal Rate of Return (IRR) 18% 

Sale Year for IRR Calculation 5 

Mortgage Rate 5.00% 

Mortgage Amortization Term in Years 25 

Year Mortgage Taken Out 3 

Construction Loan Financing Costs – Annual Interest Rate 5.25% 

Construction Loan Fee ½ of One Percent 

Capitalization Rate for Sale Year 4.25% 

Sales Expenses as Percent of Sales Price 2% 

Sources: Gruen Gruen + Associates Developer and Lender Interviews. 

 
Financial parameters include equity and debt terms, construction and permanent loan arrangements, 
IRR and capitalization rates.  Based on the interviews, we assume an equity requirement of 40 percent 
of project costs and a hurdle rate or IRR target threshold of 18 percent2 and a holding period of five 
years.   We assume a two-year construction period and a resulting construction loan period of two 
years.  The construction and permanent loan term assumptions are drawn from interviews with local 
financing sources and developers.  We estimate a construction loan interest rate of 5.25 percent for 
an apartment use and a loan fee of 0.5 percent. We assume a permanent mortgage loan is obtained in 
year three to take out or retire the construction loan.  We estimate an annual interest rate of 5.0 percent 
for the permanent mortgage under a loan amortization schedule of 25 years.  We estimate a 
capitalization rate, or buyer’s required yield on the purchase of the property of 4.25 percent.  This 
assumption is higher than some recent transactions, but we use a higher than prevailing rate to account 
for the potential of capitalization rates to increase with a rise in interest rates and changes in economic 
and financial market conditions. We assume expenses associated with the sale of the property are two 
percent of the transaction value.   
 

 
2 Note for a higher story Type 1 construction product, given the higher costs and risks, often the return-on- 
investment thresholds would increase.  We estimate under current market conditions a 22 percent return 
threshold would be typical. As Type 1 construction type is not assumed we use an 18 percent return threshold.   
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MARKET PARAMETERS 

Table IV-6 summarizes the market or revenue parameters for the postulated base zoning and bonus 
standard prototypical residential development alternatives.    
 

TABLE IV-6 
 

Market Parameters for Prototypical Base Zoning  
and Bonus Standards Apartment Development Alternatives 

Average Unit Size in Square Feet 813 - 912 

Average Monthly Base Rent Per Square Foot $3.40 for 5 & 6-story product 

Average Monthly Base Rent Per Unit $2,625 - $3,100 

Annual Operating Expenses Per Unit @ 30% of Revenue  $10,200 - $11,500 

Annual Rent Escalation 3% 

Annual Expense Escalation 3% 

Occupancy Rate 
Operating Year 1 
Operating Year 2 and thereafter 
 

 
70% 
95% 

Source: Gruen Gruen + Associates Developer Interviews and  
Review of Apartment Leasing Websites 

 
We estimate average monthly rents of $3.40 per square foot, or about $2,600 to $3,100 per unit 
depending on average unit size for Type 2 and Type 3 developments which are 5- and 6-story product. 
This estimate is based upon developer interviews and review of asking rents at newer apartment supply 
in Scottsdale. Appendix B provides a summary of rents for new apartment projects in Downtown 
(Old Town) Scottsdale.  Based upon our developer interviews, and review of recent development 
proformas available to GG+A and annual reports on publicly traded apartment REITs we assume 
monthly operating costs, including insurance and property taxes of 30 percent of revenues or about 
$10,200 to $11,500 (annually) per unit.  We assume that rents and expenses will escalate at three 
percent annually.     
 
RESULTS OF INVESTMENT ANALYSIS  
 
GG+A simulated the real estate investment results of constructing, marketing, and operating the 
postulated apartment development alternatives using GG+A’s real estate cash flow model 
REALISM™.  As indicated above, we calculated a land residual value that would permit an investor 
in the project which contributed 40 percent equity to earn an 18 percent IRR if the investor held the 
development for five years.  The simulation projects the financial results, including the residual land 
value of the apartment development alternative specified for the representative sites and development 
types.  
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Table IV-7 summarizes the results of the simulations of the postulated prototypical apartment 
developments under base zoning standards and bonus standards. 
 

TABLE IV-7 
 

Residual Land Value Estimate for Prototypical Base Zoning  
and Bonus Standards Apartment Development Alternatives1 

 
Base Zoning Standards 

 
 

Bonus Standards  

 

 
Type 2 and Type 3 

Development 
$ 

Type 2  
Development 

$ 

Type 3 
Development 

$ 

Residual Land Value 10,433,000 18,283,000 27,190,000 

Residual Land Value 
Per Unit 124,000 123,500 124,000 

Residual Land Value 
Per Square Foot of 
Land 142 248 369 

Total Project Value 33,576,000 59,170,000 98,171,000 

Equity Investment  13,430,000 23,668,000 39,269,000 

Permanent Debt 20,146,000 35,502,000 58,903,000 

Internal Rate of Return 
in Year 5 

18% 18% 18% 

1 Figures are rounded. Does not include community enhancement contributions made for bonus density.  

Source: Gruen Gruen + Associates 

 
These figures present a perspective for evaluation rather than a cardinal array of hard forecasts.  The 
results are limited by the development potential, market, financial, and other underlying assumptions 
outlined above and do not reflect the use of property specific sitework costs and exclude any potential 
extraordinary existing conditions.   
 
Base Zoning Standards Residual Land Value 
 
Type 2 and Type 3 Development 
 
Under the development cost, revenue, expense, investment, and financial parameters estimated above, 
the residual land value for the base zoning standards prototypical residential development alternative 
Type 2 development is estimated at an approximately $10.4 million or $124,000 per unit.  This equates 
to a residual land value of approximately $142 per square foot of land.  The total project value, 
including construction costs, financing costs, and land value, totals about $33.6 million.  Equity 
investment in the project would total $13.4 million and permanent debt would total nearly $20.1 
million.  The Internal Rate of Return on equity investment in Year 5, when the property is assumed 
to be sold, would be 18 percent. 
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 Bonus Standard Residual Land Value  
 
Type 2 Development 
 
Under the development cost, revenue, expense, investment, and financial parameters estimated above, 
the residual land value for the density bonus prototypical development alternative Type 2 district 
development without the requirement of a contribution for community enhancements is estimated at 
approximately $18.3 million or $123,500 per unit.  This equates to a residual land value of 
approximately $248 per square foot of land, which is 1.75 times higher the per square foot of the base 
zoning Type 2 district development.  The total project value, including construction costs, financing 
costs, and land value, totals about $59.2 million.  Equity investment in the project would total $23.7 
million and permanent debt would total nearly $35.5 million.  The Internal Rate of Return on equity 
investment in Year 5, when the property is assumed to be sold, would be 18 percent. 
 
Type 3 Development 
 
Under the development cost, revenue, expense, investment and financial parameters estimated above, 
the residual land value for the bonus standard prototypical residential development alternative Type 3 
development without the contribution of community enhancements is estimated at an approximately 
$27.2 million or $124,000 per unit.  This equates to a residual land value of approximately $369 per 
square foot of land, which is 2.6 times higher the per square foot of the base zoning Type 3 
development.    The total project value, including construction costs, financing costs, and land value, 
totals about $98.2 million.  Equity investment in the project would total $39.3 million and permanent 
debt would total nearly $58.9 million.  The Internal Rate of Return on equity investment in Year 5, 
when the property is assumed to be sold, would be 18 percent.  
 
The reader is cautioned to note that the estimated residual land values presented exclude the effect of 
state and federal income taxes that would have to be paid.  In effect, this simplifying assumption 
increases the residual value over what it might be under the more realistic assumption that taxes on 
income would be paid.  We used the before-tax case, however, so as to avoid the distortions created 
by taxes and the need to consider whether owners would have off-setting gains and losses from other 
sources, which is frequently the case. 
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RESULTS OF INVESTMENT ANALYSIS AFTER INCORPORATING COSTS OF 
COMMUNITY ENHANCEMENT CONTRIBUTION UNDER BONUS STANDARDS 
 

Estimated Costs of Community Enhancement Contributions Under Existing Formula 
 
Table IV-8 shows the community enhancement contribution or bonus standard contribution for Type 
2 and Type 3 district development prototypes described above. 
 

TABLE IV-8 
 

Estimated Costs of Community Enhancement Contributions Under Bonus Standards1  

 TYPE 2 DEVELOPMENT 

 
 
Bonus 

Base Zoning 
Bonus 

Standards Difference 

Community 
Enhancement 
Contribution2 

$ 

Height 66 76 10 136,300 

Gross Floor Area 88,000 154,000 66,000 899,600 

Total Dwelling Units 84 148 64 872,200 

Total    1,908,100 

Total Per Additional Unit    29,800 

 TYPE  3 DEVELOPMENT 

 
 
 
Bonus Base Zoning 

Bonus 
Standards Difference 

Community 
Enhancement 
Contribution2 

$ 

Height 66 84 18 245,300  

Gross Floor Area 88,000 278,300 190,300 2,593,800 

Total Dwelling Units  84 219 135 1,839,800 

Total    4,678,900 

Total Per Additional Unit    34,700 

1 Figures are rounded.  
2 Contribution for fiscal year 2022: Height - $13,628 per foot; Gross Floor Area - $13.63 per square foot; 
Units - $13,628 per unit. 

Sources:  City of Scottsdale; Gruen Gruen + Associates. 

 
Based on current cost figures for the prototypical residential development alternative Type 2 
development described above, the estimated costs of community enhancement contributions total 
$1,908,100. This equates to $29,800 per unit for the additional 64 residential units associated with the 
provision of the bonus standards. 
 
For the prototypical residential development alternative Type 3 development described above, the 
estimated costs of community enhancement contributions total $4,678,900. This equates to 
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approximately $34,700 per unit for the additional 135 residential units associated with the provision 
of the bonus standards. 
 
The examples of previous projects which have applied for and received bonus incentives entailed 
community enhancement contribution costs of approximately $18,500 to $18,900 per additional unit 
resulting from the provision of bonus incentives. 
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Residual Land Value After Community Enhancement Contribution Under Bonus Standards 
 

Table IV-9 summarizes the residual land value estimates after considering the costs of community 
enhancement contributions under the bonus standards for Type 2 and Type 3 prototypical residential 
development alternatives. The pre-community enhancement contributions residual land values for the 
residential development alternatives under the bonus standards from Table IV-7 and the base zoning 
residual land values for the residential development alternatives from Table IV-7 are shown.   
 

TABLE IV-9 
 

Residual Land Value Estimate After Community Enhancement Contribution for 
Prototypical Base Zoning and Bonus Standards Apartment Development Alternatives1 

 TYPE 2 DEVELOPMENT 

 Base Zoning 
$ 

Bonus Standards 
$ 

Residual Land Value 10,433,000 18,283,000 

Community Enhancement Contribution2 - 1,908,100 

Residual Land Value After Contribution  16,374,900 

Residual Land Value After Contribution Per Unit  110,600 

Residual Land Value After Contribution Per Square Foot  222 

Added Value Per Additional Unit (64 Units)  92,800 

Added Value Per Additional Net Rentable Square Foot 
(52,000 Square Feet) 

114 

 TYPE 3 DEVELOPMENT 

Residual Land Value 10,433,000 27,190,000 

Community Enhancement Contribution2 - 4,678,900 

Residual Land Value After Contribution  22,511,100 

Residual Land Value After Contribution Per Unit  102,800 

Residual Land Value After Contribution Per Square Foot  306 

Added Value (Loss) Per Additional Unit (135 Units)  166,700 

Added Value (Loss) Per Additional Net Rentable Square Foot 
(132,100 Square Feet) 

170 

1 Figures are rounded. 
2Community enhancement contribution equates to approximately $30,000 per additional unit for Type 2 
development and $34,700 per additional unit for Type 3 development. 

Source: Gruen Gruen + Associates 

 
Incorporating the estimated $1,908,100 in community enhancement costs into the investment analysis 
reduces the estimated residual land value under bonus standards for the Type 2 district residential 
prototypical development alternative from $18,283,000 to $16,364,900. The residual land value per 
unit after the costs of the community enhancement contributions is estimated at $110,600. The 
residual land value per square foot of land after the costs of the community enhancement 
contributions is estimated at $222.   The increase in value per additional unit is estimated at $92,800.  
The increase in value per additional net rentable square foot is estimated at $114. 
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Incorporating the estimated $4,678,900 in community enhancement costs into the investment analysis 
reduces the estimated residual land value under bonus standards for the Type 3 district residential 
prototypical development alternative from $27,190,000 to $22,511,100. The residual land value per 
unit after the costs of the community enhancement contributions is estimated at $102,800. The 
residual land value per square foot of land after the costs of the community enhancement 
contributions is estimated at $306.   The increase in value per additional unit is estimated at $166,700.  
The increase in value per additional net rentable square foot is estimated at $170. 
 
COMPARISON OF RESIDUAL LAND VALUES TO EXISTING PROPERTY VALUES 
 
As indicated above, transactions for redevelopment sites must be for prices for projects consistent 
with the base zoning but not so high as what the additional bonus standards would support as 
otherwise it would not be feasible for the contribution costs to be absorbed.  
 
Type 2 and Type 3 district prototypical residential development alternatives are estimated to support 
residual land values of about $124,000 per unit to $142 per square foot under base zoning standards 
to $248 to $369 per square foot of land under bonus zoning standards (before factoring in the costs 
of contributions for community enhancements).  After considering the costs of community 
enhancement contributions, the estimated increase in value attributable to the bonus standards is 
estimated at $222 to $306 per square foot. 
     
Land sites in Downtown (Old Town) Scottsdale have sold at prices ranging from $100 to $175 per 
square foot except for one property for sale at $234 per square foot. Examples of sites that have 
sold recently or are for sale include: 
 

• 7000 E. 4th Street, sold January 15, 2020, 1.2 acres, $6,040,000 or $115 per square foot; 

• Indian School Road site, sold December 15, 2020, 0.811 acres, $3,725,000 or $105 per 

square foot; 

• Marshall Way site, sold December 14, 2020, 0.811 acres, $3,725,000 or $105 per square foot; 

• 7245, 7314, and 7321 E. Osborn Road, for sale, 1.78 acres, asking $9,669,875 or $125 per 

square foot (7245 E. Osborn is for sale at 0.9 acres without assemblage, asking $117 per 

square foot; other two properties are also available singularly and have office properties on 

sites, asking prices based on land area ranges from $155 to $174 per square foot); 

• SWC Bishop Lane and East 2nd Street, for sale, 1.13 acres, asking $7,600,000 or $154 per 

square foot.3; 

• 4443 N. Scottsdale, for sale, 25,601-square-foot lot, $6,000,000 or $234 per square foot; and 

• 4260 N. Drinkwater Boulevard, for sale, 33,977-square-foot lot (with 6,582-square-foot 

building), asking $5,750,000 or $169 per square foot of land area.4 

For properties consisting of nearly one acre of land to nearly two acres of land, land prices tend to 
range from about $105 per square foot to $155 per square foot of land.  The comparison of the pricing 
for existing properties to the residual land values estimated to apply to the prototypical residential 

 
3 Newmark Knight Frank Offering Memorandum for 7245, 7314, and 7321 E. Osborn, Scottsdale 
4 Sale Brochure.pdf (loopnet.com) 
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development alternatives suggest that under the base zoning and bonus standards for Type 2 and Type 
3 district prototypical residential development alternatives, the existing properties are viable to 
purchase for feasible redevelopment.  The provision of bonus standards even with the costs of 
community enhancement contributions tend to improve the viability of redevelopment.   
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CHAPTER V 

RESIDUAL LAND VALUE ANALYSIS OF  
PROTOTYPICAL OFFICE DEVELOPMENT ALTERNATIVES 

 
INTRODUCTION 

 
Chapter V summarizes the prototypical office development alternatives for which the analysis of real 
estate economics has been completed. The estimated costs of development associated with the 
prototypical office development alternatives are presented.  Chapter V also presents the financial 
terms such as equity investment and debt financing as well as market parameters (revenue and 
operating expense estimates) underlying the financial analysis of the prototypical office development 
alternatives.   This chapter then reviews the results of the real estate economics analysis of each of the 
prototypical office development alternatives.  
 
DESCRIPTION OF PROTOTYPICAL OFFICE DEVELOPMENT ALTERNATIVES 
 
Base Zoning Standards 
 
Tables V-1 summarizes the physical parameters of the postulated prototypical office development 
alternative consistent with base zoning, without a bonus.  
 

TABLE V-1  
 

Base Zoning Prototypical Office Development Alternatives 

 TYPE 2 TYPE 3 

Physical Parameters Base Development Standards Base Development Standards 

Site Area in Square Feet 87,120 87,120 

Building: 
Building Height 
Gross Building Area  
Net Building Area  
Gross Floor Area Ratio 

 
5 Stories/66 Feet 

121,968 Square Feet 
103,673 Square Feet 

1.4 

 
6 Stories/84 Feet 

121,968 Square Feet 
103,673 Square Feet 

1.4 

Parking: 
Surface 
Above-Grade 

Total Parking 

 
27 stalls 
380 stalls 
407 stalls 

 
27 stalls 
380 stalls 
407 stalls 

Source: City of Scottsdale Type 3 Bonus Marquee (7-ZN-2015#2), Type 2 Base/Bonus is 
extrapolated from Type 3 Marquee 

 
For the base zoning standards, without a bonus program, city of Scottsdale staff postulated an office 
building of approximately 122,000 gross square feet of space on two acres of land for a floor-area ratio 
of 1.4.  A loss factor of 15 percent is assumed so that the net rentable area of the prototypical building 
would be 103,673 square feet of office space. Parking of 37 surface spaces and 380 above grade spaces 
for a total of 407 parking spaces are assumed. For the Type 2 development the height of the building 
would be five stories, while for the Type 3 development the height of the building would be six stories. 
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(We recognize that unless more income-producing space is associated with the greater height, most 
often developers may not opt to build the additional floor permitted under the Type 3 district bonus 
standards).   
 
Bonus Development Standard 
 
Tables V-2 summarizes the physical parameters of the prototypical office development alternatives 
city staff postulated consistent with a zoning bonus. 
 

TABLE V-2 
 

Bonus Zoning Prototypical Office Development Alternatives 

 TYPE 2 TYPE 3 

 
Physical Parameters 

Density Bonus Development 
Standards 

Density Bonus Development 
Standards 

Site Area in Square Feet 87,120 87,120 

Building: 
Building Height 
Gross Building Area  
Net Building Area  
Gross Floor Area Ratio 

 
6 Stories/72 Feet 

220,000 Square Feet 
187,000 Square Feet 

2.5 

 
6 Stories/84 Feet 

261,400 Square Feet 
222,200 Square Feet 

3.0 

Parking: 
Surface 
Above-Grade 
Below-Grade 

Total Parking 

 
 

291 stalls 
457 stalls 
 748 stalls 

 
 

431 stalls 
457 stalls 
888 stalls 

Source:  City of Scottsdale; Type 3 Bonus Marquee (7-ZN-2015#2), Type 2 Base/Bonus is 
extrapolated from Type 3 Marquee 

 
For the bonus zoning standards, city of Scottsdale staff postulated for Type 2 development an office 
building of approximately 220,000 gross square feet of space on two acres of land for a floor-area ratio 
of 2.5.  A loss factor of 15 percent is assumed so that the net rentable area of the prototypical six-
story building would be 187,000 square feet of office space. Parking of spaces 748 above-grade and 
below-grade spaces are assumed.  
 
For the Type 3 district development we assume a six story-building containing approximately 261,400 
gross square feet of space and 222,200 square feet of net rentable area for a higher floor area ratio of 
3.5.  This prototype includes parking of 888 above-grade and below-grade spaces. 
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ESTIMATED DEVELOPMENT COSTS 
 
Base Zoning 
 
Table V-3 summarizes the estimated development costs for the postulated prototypical office 
development alternatives.    
 

TABLE V-3 
 

Summary of Key Cost Inputs Under Base Zoning, Excluding Land Purchase and Financing1 

 Base Zoning 
Type 2 Development 

Base Zoning  
Type 3 Development 

 Total 
$ 

Per Square Foot 
$ 

Total 
$ 

Per Square Foot 
$ 

Construction (Hard), Sitework,  
Parking and Tenant Improvement 
Costs Per Square Foot @ $305 Type 2 
& $305 Type 32 

37,200,000 305 37,200,000 305 

Soft Costs (e.g., Architecture, 
Engineering) @ 20% of Hard Costs 
including Sitework/Parking 

7,514,000 61 7,514,000 61 

Total Costs Excluding Land Purchase 
& Financing Costs 

44,714,000  366 44,714,000 366 

1Figures are rounded.  
2 Costs based on gross square feet 

Sources: Gruen Gruen + Associates Developer Interviews/Proformas 

 
Based on information obtained from developers, we assume total development costs, excluding land 
and financing, of $366 per gross square foot for a total of $44,714,000 for the base zoning Type 2 and 
Type 3 district prototypical office development alternatives. Construction hard costs (including 
sitework and parking costs as well as tenant improvement costs) are estimated at $305 per gross square 
foot for a total of approximately $37,200,000. Soft costs are assumed to total 20 percent of hard costs 
(including sitework and parking costs) or $61 per square foot. This equates to a total of $7,514,000. 
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Bonus Development Standard 
 
Table V-4 summarizes the estimated development costs for the postulated prototypical office 
development alternatives with a bonus standard. 
 

TABLE V-4 
 

Summary of Key Cost Inputs Under Bonus Standard, Excluding Land Purchase and Financing1 

 Bonus Standard 
Type 2 Development 

Bonus Standard 
Type 3 Development 

 Total 
$ 

Per Square Foot 
$ 

Total 
$ 

Per Square Foot 
$ 

Construction (Hard), Sitework, and 
Parking Costs Per Square Foot @ $305 
Type 2 & $305 Type 32 

67,100,000 305 79,727,000 305 

Soft Costs (e.g., Architecture, 
Engineering) @ 20% of Hard Costs 
including Sitework/Parking 

13,420,000 61 15,945,000 61 

Total Costs Excluding Land Purchase & 
Financing Costs3 

80,520,000 366 95,672,000 366 

1Figures are rounded. 
2 Costs based on gross square feet. 

Sources: Gruen Gruen + Associates Developer Interviews/Proformas. 

 
Based on information obtained from developers, we assume total development costs, excluding land 
and financing, of $366 per gross square foot for a total of $80,520,000 for the bonus zoning standards 
Type 2 district office development alternative. For the Type 3 district prototypical office development 
alternative, we assume the same cost of $366 per square foot or a total of $95,672,000. Construction 
hard costs (including sitework and parking costs) are estimated at $305 per gross square foot for a 
total of approximately $67,100,000 for the Type 2 district alternative and $79,727,000 for the Type 3 
district development. Soft costs are assumed to total 20 percent of hard costs (including sitework and 
parking costs) or $61 per square foot for the Type 2 alternative and Type 3 alternative. This equates 
to a total of $13,420,000 for the Type 2 alternative and $15,945,000 for the Type 3 alternative.   
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FINANCIAL PARAMETERS  
 
Table V-5 summarizes the financial terms stipulated for the discounted cash flow analysis of the base 
zoning and bonus standard prototypical office development alternatives.    
 

TABLE V-5 
 

Investment and Financing Assumptions for Prototypical Base Zoning  
and Bonus Standards Office Development Alternatives 

Equity as Percent of Project Total 40% 

Internal Rate of Return (IRR) 18% 

Sale Year for IRR Calculation 5 

Mortgage Rate 5.00% 

Mortgage Amortization Term in Years 25 

Year Mortgage Taken Out 2 

Construction Loan Financing Costs – Annual Interest Rate 5.25% 

Construction Loan Fee 1.0% 

Capitalization Rate for Sale Year 6.5% 

Sales Expenses as Percent of Sales Price 2% 

Source: Gruen Gruen + Associates. 

 
Based on the interviews, we assume an equity requirement of 40 percent of project costs and a hurdle 
rate or IRR target threshold of 18 percent and a holding period of five years.   We assume a one-year 
construction period (which is likely optimistic under the supply constraints) and a resulting 
construction loan period of one year.  The construction and permanent loan term assumptions are 
drawn from interviews and reviews of proformas.  We estimate a construction loan interest rate of 
5.25 percent for an office use and a loan fee of 1.0 percent. We assume a permanent mortgage loan is 
obtained in year two to take out or retire the construction loan.  We estimate an annual interest rate 
of 5.0 percent for the permanent mortgage under a loan amortization schedule of 25 years.  We 
estimate a capitalization rate, or buyer’s required yield on the purchase of the property of 6.5 percent.  
We assume expenses associated with the sale of the property are two percent of the transaction value.   
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MARKET PARAMETERS 

Table V-6 summarizes the market or revenue parameters for the postulated of the base zoning and 
bonus standard prototypical office development alternatives.    
. 

TABLE V-6 
 

Market Parameters for Prototypical Base Zoning  
and Bonus Standards Office Development Alternatives 

  

Annual Net Rent Per Square Foot $39.00 

Annual Operating Expenses Per Square Foot Not Recovered 
from Tenants/Reserves  

 $2.00  

Annual Rent Escalation 1% 

Annual Expense Escalation 2% 

Occupancy Rate 
Operating Year 1 
Operating Year 2  
Operating Year 3 and Thereafter 
 

 
70% 
90% 
95% 

Source: Gruen Gruen + Associates 

 
We estimate above prevailing office space rents for existing building with average annual rents of $39 
per square foot for the five- and six-story office buildings. Based upon review of development 
proformas available to GG+A we assume expenses not recovered from tenants and reserves of $2.00 
per square foot. We assume annual rent escalation of one percent and expense escalation of two 
percent. We assume the buildings ae 70 percent leased in the first operating year, 90 percent leased in 
the second operating year, and 95 percent leased in the third operating year and thereafter.  
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RESULTS OF INVESTMENT ANALYSIS OF PROTOTYPICAL 

OFFICE DEVELOPMENT ALTERNATIVES 
 
Type 2 Base and Bonus Zoning  
 
Table V-7 summarizes the results of the investment simulation of the development and operation of 
the prototypical office development alternatives under Type 2 district base and bonus zoning 
standards (without incorporating into the bonus standards alternative the costs of community 
enhancements). 
 

TABLE V-7 
 

Investment Results of Prototypical Office Type 2 Development Alternatives1 

 5 Stories/66 Feet 
121,968 Square Foot 

$ 

6 Stories/72 Feet 
220,000 Square Feet 

$ 
Land Value Residual 2,284,000 4,123,000 
Residual Land Value per Square Foot 26 47 

Total Project Value 47,674,000 85,995,000 

Equity 19,069,000 34,398,000 

Permanent Loan 28,604,000 51,597,000 

IRR in Year 5 18% 18% 
1 Figures are rounded. 

Source: Gruen Gruen + Associates 

 
The results of the investment analysis indicate that the postulated prototypical Type 2 base zoning 
alternative would generate a residual land value of $2,284,000 or approximately $26 per square foot of 
land.    Equity for the project would approximate $19.1 million and the permanent loan of about $28.6 
million for a total project value of approximately $47.7 million.  This equates to a value per square 
foot of building space of $391.    
 
The results of the investment analysis indicate that the postulated prototypical Type 2 bonus zoning 
alternative would generate a residual land value of $4,123,000 or approximately $47 per square foot of 
land. Equity for the project would total about $34.4 million and the permanent loan of about $51.6 
million for a total project value of nearly $86 million.  This equates to a value per square foot of 
building space of $391. 
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Type 3 Base and Bonus Zoning 
 
Table V-8 summarizes the results of the investment simulation of the development and operation of 
the prototypical office development alternatives under Type 3 district base and bonus zoning 
standards (without incorporating into the bonus standards alternative the costs of community 
enhancements). 
 

TABLE V-8 
 

Investment Results of Prototypical Office Type 3 Development Alternatives1 

 6 Stories/72 Feet 
121,968 Square Foot 

$ 

7 Stories/84 Feet 
261,400 Square Feet 

$ 
Land Value Residual 2,284,000 4,890,000 
Residual Land Value per Square Foot 26 56 

Total Project Value 47,674,000 102,169,000 

Equity 19,069,000 40,868,000 

Permanent Loan 28,604,000 61,302,000 

IRR in Year 5 18% 18% 
1 Figures are rounded. 

Source: Gruen Gruen + Associates 

 
The results of the investment analysis indicate that the postulated prototypical Type 3 base zoning 
alternative, which is essentially the same as the Type 2 alternative would generate a residual land value 
of $2,284,000 or approximately $26 per square foot of land. Equity for the project would total about 
$19.1 million and the permanent loan of about $28.6 million for a total project value of $47.7 million.  
This equates to a value per square foot of building space of $391. 
 
The results of the investment analysis indicate that the postulated prototypical Type 3 bonus zoning 
alternative would generate a residual land value of $4,890,000 or approximately $56 per square foot of 
land.    Equity for the project would approximate $40.9 million and the permanent loan of about $61.3 
million for a total project value of approximately $102.2 million.  This equates to a value per square 
foot of building space of $391.  
 
According to Colliers, three large Class A office properties located in Scottsdale and Chandler were 
sold in the first quarter of 2022 for prices of $397 to $497 per square foot.5  The estimated values per 
square foot of building space are broadly consistent with the reported sales.   
 
The results of the real estate economic analysis indicate that the investor-developer would be better 
off building the larger rather than smaller office building. The larger building permitted by the bonus 
zoning supports a higher land value, before considering the costs of the contribution of community 
enhancements.  
 

 
5 Colliers, 2022 Q1 Greater Phoenix Office Market Report: 
https://www.colliers.com/en/research/phoenix/2022-q1-greater-phoenix-office-market-report 
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Effects of Costs of Community Enhancement Contributions 
 
Table V-9 presents an estimate of the costs of community enhancement contributions required to 
obtain the bonus zoning standards for the Type 2 district and Type 3 district prototypical office 
building alternatives.  
 

TABLE V-9 
 

Estimated Costs of Community Enhancement Contributions Under Bonus Standards1 
TYPE 2 DEVELOPMENT 

 
 
Bonus 

Base Zoning Bonus Standards Difference 

Community 
Enhancement 
Contribution2 

$ 

Height  66 72 8 109,000 

Gross Floor Area 121,968 220,000 98,032 1,336,200 

Total    1,445,200 

TYPE 3 DEVELOPMENT 

Height 72 84 12 163,500 

Gross Floor Area 121,968 261,400 139,432 1,900,500 

Total    2,064,000 
1 Figures are rounded.  
2 Contribution for fiscal year 2022: Height - $13,628 per foot; Gross Floor Area - $13.63 per square foot; 
Units - $13,628 per unit. 

Sources:  City of Scottsdale; Gruen Gruen + Associates. 

 

For Type 2 development, the costs of community enhancement contributions required for the bonus 
standards for the prototypical office development are estimated at approximately $1,445,200. The 
costs approximate about 78 percent of the estimated increase in the residual land value of $1,839,000 
the postulated Type 2 district bonus standards office development alternative would support.   
 
The estimated costs of community enhancements for Type 3 district office space of $2,064,000 
approximate about 79 percent of the estimated increase in the residual land value of $2,606,000 the 
postulated Type 3 office development alternative would support.   
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CHAPTER VI 

RESIDUAL LAND VALUE ANALYSIS OF  
PROTOTYPICAL HOTEL DEVELOPMENT ALTERNATIVES 

 
INTRODUCTION 
 
Chapter VI summarizes the prototypical hotel development alternatives for which the analysis of real 
estate economics has been completed. The estimated costs of development associated with the 
prototypical hotel development alternatives are presented.  Chapter VI also presents the financial 
terms such as equity investment and debt financing as well as market parameters (revenue and 
operating expense estimates) underlying the financial analysis of the prototypical hotel development 
alternatives.   This chapter then reviews the results of the real estate economics analysis of each of the 
prototypical hotel development alternatives.  
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DESCRIPTION OF PROTOTYPICAL HOTEL DEVELOPMENT ALTERNATIVES 
 
Base Zoning and Bonus Standards Type 2 District Hotel Use  
 
Tables VI-1 summarizes the physical parameters of the postulated prototypical hotel development 
alternative consistent with base zoning and with bonus standards in Type 2 District locations. 
 

TABLE VI-1  
 

Prototypical Hotel Development Alternative Under Type 2 Base and Bonus Zoning 
Standards 

 TYPE 2 

Physical Parameters Base Development Standards Bonus Development Standards 

Total Land Area 1.2 Acres 1.2 Acres 

Building: 
Building Height 
Gross Building Area  
Number of Keys 
Gross Floor Area Ratio 

 
5 Stories/66 Feet 
73,180 Square Feet 
152 Keys   
1.4 

 
8 Stories/90 Feet 
129,873 Square Feet 
270 Keys  
2.49 

Total Parking 200 stalls 357 stalls 

Source: City of Scottsdale Type 2 Bonus Winfield (7-ZN-2017) 

 
The Type 2 district base zoning hotel prototype is assumed to total 152 rooms in a five-story structure 
with a gross building area of 73,180 square feet on 1.2 acres of land.  Underground and surface parking 
with 200 parking spaces is provided.  The gross floor area ratio under base zoning is 1.4. 
 
Under the bonus development standards, the floor area ratio increases to 2.49. The hotel consists of 
an eight-story structure of nearly 130,000 square feet of space with 270 rooms and 357 parking spaces 
on 1.2 acres of land.  
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ESTIMATED DEVELOPMENT COSTS 
 
Base Zoning 
 
Table VI-2 summarizes the estimated development costs for the postulated prototypical hotel 
development alternatives (excluding the costs of contribution of community enhancements).   
 

TABLE VI-2 
 

Summary of Key Cost Inputs Under Type 2 Base and Bonus Zoning Standards, Excluding Land 
Purchase and Financing1 

 Base Zoning 
Type 2 Development 

Bonus Zoning  
Type 2 Development 

 Total 
$ 

Per Key 
$ 

Total 
$ 

Per Key 
$ 

Building, Sitework and Parking 
Construction (Hard) Costs  

39,748,000 262,000 81,270,000 301,000 

Furniture, Fixtures & Equipment 5,320,000 35,000 9,450,000 35,000 

Soft Costs (e.g., Architecture, 
Engineering) @ 16% of Hard Costs  

7,576,000 50,000 15,151,000 56,000 

Other Costs/Reserves 2,280,000 15,000 4,050,000 15,000 

Total Costs Excluding Land Purchase 
& Financing Costs3 

54,924,000 362,000 109,890,000 407,000 

1Figures are rounded.  

Sources: HVS “U.S. Hotel Development Cost Survey”; Gruen Gruen + Associates. 

 
Based primarily on review of developer proformas made available to GG+A and review of the most 
recent HVS “U.S. Hotel Development Cost Survey”, we estimated total development costs, excluding 
land and financing, of approximately $362,000 per key or a total of $54,924, 000 for the base zoning 
Type 2 district hotel development alternative. Construction hard costs, sitework costs and parking 
development costs are estimated at $262,000 per room for a total of approximately $39,748,000.  
Furniture, fixtures and equipment are estimated at $35,000 per room for a total of $5,320,000. Soft 
costs are assumed to equate to 16 percent of hard costs (including sitework and parking) or $50,000 
per key for a total of $7,576,000.   Pre-opening and other costs and reserves/contingencies are 
assumed to total $15,000 per room for a total of $2,280,000.  
 
For the bonus standards hotel prototype, we assume soft costs at the same proportion of hard costs 
and furniture, fixture, and equipment and other costs/reserves at the same per room costs as assumed 
for the base zoning prototypical hotel development alternative.  We assume higher hard costs, 
sitework, and parking costs per room of 15 percent for a total of approximately $301,000 per room 
or $81,270,000 (which may understate the cost difference).  The total costs of development excluding 
land and financing under the bonus standards is estimated at $407,000 per room or $109,890,000.    
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FINANCIAL PARAMETERS  
 
Table VI-3 summarizes the financial terms stipulated for the discounted cash flow analysis of the base 
zoning and bonus standards prototypical hotel development alternatives.    
 

TABLE VI-3 
 

Investment and Financing Assumptions for Prototypical Base Zoning  
and Bonus Standards Hotel Development Alternatives 

Equity as Percent of Project Total 40% 

Internal Rate of Return (IRR) 18% 

Sale Year for IRR Calculation 7 

Mortgage Rate 5.00% 

Mortgage Amortization Term in Years 25 

Year Mortgage Taken Out 3 

Construction Loan Financing Costs – Annual Interest Rate 5.25% 

Construction Loan Fee 1.0% 

Capitalization Rate for Sale Year 7.5% 

Sales Expenses as Percent of Sales Price 3% 

Sources: Gruen Gruen + Associates; CBRE Cap Rate Survey. 

 
Financial parameters include equity and debt terms, construction and permanent loan arrangements, 
IRR and capitalization rates.  We assume an equity requirement of 40 percent of project costs and a 
hurdle rate or IRR target threshold of 18 percent and a holding period of seven years.   We assume a 
two-year construction period and a resulting construction loan period of two years.   We estimate a 
construction loan interest rate of 5.25 percent for a hotel use and a loan fee of 1.0 percent. We assume 
a permanent mortgage loan is obtained in year three to take out or retire the construction loan.  We 
estimate an annual interest rate of 5.0 percent for the permanent mortgage under a loan amortization 
schedule of 25 years.  Based on a review of cap rate surveys and proformas for hotels in the 
Scottsdale/Tempe areas, we estimate a capitalization rate, or buyer’s required yield on the purchase of 
the property of 7.5 percent.  We assume expenses associated with the sale of the property are three 
percent of the transaction value.   
 
 
 
 
 
 
 
 
  

Attachment 14



DOWNTOWN (OLD TOWN) BONUS STANDARD POLICY STUDY 

   

 

GRUEN GRUEN + ASSOCIATES  PAGE 53 

MARKET REVENUE AND EXPENSE PARAMETERS 
 
Table VI-4 summarizes the market revenue and expense parameters for the prototypical hotel 
development alternatives.   
 

TABLE VI-4 
 

Market Revenue and Expense Assumptions of Prototypical Hotel Developments  

Average Daily Rate $385 Base; $400 Bonus 

Annual Occupancy Rate:  

Operating Year 1 66% 

Operating Year 2 68% 

Operating Year 3  70% 

Operating Year 4 and Thereafter 72% 

Variable Expense1 58% of annual room revenue 

Fixed Expenses2 8% of annual room revenue 

Growth in Average Daily Room Rate 4% 

Growth in Expenses 3% 

Notes: 
1Variable expenses include distributed and undistributed costs, including administrative, 
marketing, department expenses and franchise fee. 
2 Fixed expenses include management fee, property taxes, and insurance.  

Source: Gruen Gruen + Associates review of proformas, annual reports of hotel REITs 

 
If we use average daily rates/total revenue of less than $385 per room for the base zoning and $425 
per room for the bonus standards zoning, holding all inputs the same, none of the alternatives would 
be financially feasible (the supportable land values would be lower than reservation or minimum 
market prices). The average daily rate/revenue assumptions of $385 to $400 per room reflect potential 
future obtainable rates assuming business, group, and leisure travel demand recovers fully from the 
Covid-19 pandemic. 
  
We assume an occupancy rate of 66 percent in the first operating year; 68 percent in the second 
operating year; 70 percent in the third operating year, and 72 percent in the fourth operating year and 
thereafter. We estimate that variable expenses will approximate 58 percent of revenues, while fixed 
expenses, or those that do not vary with changes in occupancy, will approximate eight percent of 
revenues.  Based on a review of hotel REITS annual reports and several proformas for hotels planned 
in Tempe, while the mix of fixed and variable expenses could vary, the overall margin or net income 
as a percentage of revenue of 31 percent is estimated to be reasonable.  For example, the margin or 
operating income reported by Pebblebrook Hotel Trust in 2019 (prior to the effects of Covid 19 
pandemic on room night demand) was 30 percent.6  We assume revenues increase at four percent and 
expenses at three percent. 
  

 
6 See page 61 of the most recent annual report: 0001474098-22-000035 (d18rn0p25nwr6d.cloudfront.net). 
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RESULTS OF INVESTMENT ANALYSIS OF PROTOTYPICAL 

HOTEL DEVELOPMENT ALTERNATIVES 
 
Table VI-5 summarizes the results of the investment simulation of the development and operation of 
the prototypical Type 2 district hotel development alternatives under base and bonus zoning standards 
(without incorporating into the bonus standards alternative the costs of community enhancements). 
 

TABLE VI-5 
 

Investment Results of Prototypical Hotel Development Alternatives1 

 152 Room Hotel 270 Room Hotel 

Land Value Residual $336,000 $1,072,000 
Residual Land Value per Room $2,200 $4,000 
Residual Land Value per Square Foot $6.42 $20.51 

Total Project Value $56,557,000 $113,500,000 

Equity $22,623,000 $45,400,000 

Permanent Loan $33,934,000 $68,100,000 

Annual Debt Service $2,408,000 $4,834,000 

IRR in Year 7 18% 18% 
1 Figures are rounded. 

Source: Gruen Gruen + Associates 

 
The results of the investment analysis indicate that the postulated prototypical 152 room hotel under 
base zoning would need to obtain average daily rates/revenues of $385 per room to produce a small 
positive residual land value of $336,000 or $2,200 per room and $6.42 per square foot of land.    Equity 
for the project would approximate $22.6 million and the permanent loan of about $33.9 million for a 
total project value of approximately $56.6 million.  This equates to a value per room of $372,000 per 
room.7    
 
The results of the investment analysis indicate that the postulated 270 room hotel under bonus zoning 
provisions would need to obtain average daily rates/revenues of approximately $425 per room to 
produce a small positive land value of approximately $1,072,000 or $4,000 per room and $20.51 per 
square foot of land. Equity for the project would total about $45.4 million and the permanent loan of 
about $68.1 million for a total project value of $113.5 million.  This equates to a value per room of 
$420,000 per room.   
 
 
 
 
 
 
 

 
7 According to A Breakdown of the Major US Hotel Sales for Q1 | By Daniel H. Lesser 
(hospitalitynet.org) in the first quarter of 2022 the 326 room Scottsdale Resort at McCormick Ranch 
sold for $347,000 per room.  
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Effects of Costs of Community Enhancement Contributions 
 
Table VI-6 presents an estimate of the costs of community enhancement contributions required to 
obtain the bonus zoning standards for Type 2 district hotel developments.  
 

TABLE VI-6 
 

Estimated Costs of Community Enhancement Contributions Under Bonus Standards1 
 TYPE 2 DEVELOPMENT 

 
 
Bonus 

Base Zoning Bonus Standards Difference 

Community 
Enhancement 
Contribution2 

$ 

Height  66 90 24 327,100 

Gross Floor Area 73,180 129,873 56,693 772,700 

Total    1,099,800 
1 Figures are rounded.  
2 Contribution for fiscal year 2022: Height - $13,628 per foot; Gross Floor Area - $13.63 per square foot; 
Units - $13,628 per unit. 

Sources:  City of Scottsdale; Gruen Gruen + Associates. 

 

The costs of community enhancement contributions required for the bonus standards are estimated 

at nearly $1.1 million. The costs would exceed the estimated residual land value the postulated hotel 

development alternative without such costs. Accordingly, the land would need to be contributed at no 

cost for the larger hotel development to be feasible. Given for profit landowners would not do this, 

hotel developments are unlikely under the present conditions to request bonus standards.    
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    APPENDIX A 
 

ANALYTICAL APPROACH TO FEASIBILITY 
TESTING AND LAND VALUE ESTIMATING 

 
To a private developer, the value of property is determined by the return on the total investment in 
the property and additional construction required to create a development that makes the most 
remunerative possible use of the land. The value of the property is the "land residual" that can be 
supported by the highest and best marketable use of the site. A residual land value is estimated based 
on assuming the investment applicable to all components of a real estate project must earn a sufficient 
return to warrant the expenditure of capital on such components. The rate of return on the 
development project must be such that it produces a balance available for land purchase that will 
permit an investor to realize a reasonable rate of return on the total investment in land and real 
property. The residual land value is equal to the present value of a project's future income stream 
discounted at the threshold or feasibility rate minus the full costs of the improvements required to 
develop the project.  
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In essence, the calculation first establishes the total investment that could be  
supported with the estimated pre-tax cash flow and residual sale value of a property,  
given assumptions about what constitutes an acceptable return. It then subtracts  
out all costs (inclusive of a reasonable rate of return on investment) except land  
value from that total investment so as to indicate the amount that could be paid for land. For example, 
if we calculate that: 
 
1.  The present value of the 

cash flow earned by a 
development project 
plus its sale in 12 years 
when both are 
discounted at 12 percent 
is equal to  

$150,000  

2.  And the total cost 
(including the 
developer's required rate 
of return) of the project 
exclusive of land equals  

100,000  

3.  Then the present 
investment worth of the 
project equals  

50,000  

4.  If the equity that the 
developer invested in the 
project equals  

30,000  

5.  Then the residual land 
value or what the 
developer can pay for 
the land and still earn a 
12 percent rate of return 
on the equity equals  

$20,000  
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APPENDIX B 
APARTMENT RENTS IN DOWNTOWN SCOTTSDALE 

TABLE B-1: Current Downtown Apartment Rents 

 

Stories 
# 

Units 
# 

Avg. Unit 
Size 
# Sq. Ft. 

Effective Rents1 

Monthly 
$ 

Per-Square-Foot 
$ 

The Clayton 
7520 E. 2nd St. 
Built 2022 
1.10 Acres 

4 36 924 2,317 2.51 

Gramercy Scottsdale 
4735 N. Scottsdale Rd. 
Built 2021 
2.06 Acres 

5 160 959 2,907 3.03 

The Griffin 
3234 N. Scottsdale Rd. 
Built 2018 
4.14 Acres 

4 277 948 2,293 2.42 

Carter 
3300 N. Scottsdale Rd. 
Built 2018 
4.53 Acres 

5 365 902 1,765 1.95 

The Standard 
6811 E. Main St. 
Built 2016 
3.02 Acres 

3 134 841 2,568 3.05 

Broadstone Waterfront 
7025 E. Via Soleri Dr. 
Built 2015 
3.35 Acres 

4 259 807 3,086 3.81 

Camden Old Town 
7350 E. Stetson Dr. 
Built 2015 
3.97 Acres 

4 316 861 2,039 2.37 

Optima Sonoran Village 
6895 E. Camelback Rd. 
Built 2014 
3.77 Acres 

7 806 1,144 3,446 3.01 

The Moderne 
4848 N. Goldwater Blvd. 
Built 2014 
10.32 Acres 

3 369 959 2,639 2.75 

1 Effective rents include concessions. 

Sources: CoStar, City of Scottsdale; Gruen Gruen + Associates. 
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Gruen Gruen + Associates (GG+A) is a firm of economists, sociologists, statisticians and market, 
financial and fiscal analysts.  Developers, public agencies, attorneys and others involved in real estate 
asset management utilize GG+A research and consulting to make and implement investment, 
marketing, product, pricing and legal support decisions.  The firm's staff has extensive experience and 
special training in the use of demographic analysis, survey research, econometrics, psychometrics and 
financial analysis to describe and forecast markets for a wide variety of real estate projects and 
economic activities. 
 
Since its founding in 1970, GG+A has pioneered the integration of behavioral research and 
econometric analysis to provide a sound foundation for successful land use policy and economic 
development actions.  GG+A has also pioneered the use of economic, social and fiscal impact analysis.  
GG+A impact studies accurately and comprehensively portray the effects of public and private real 
estate developments, land use plans, regulations, annexations and assessments on the affected 
treasuries, taxpayers, consumers, other residents and property owners. 
 
 
 
 
  
San Francisco:   Denver :   Chicago: 
(415) 433-7598   (720) 583-2056   (847) 317-0634 
   
 

www.ggassoc.com 
 
 

APPLYING KNOWLEDGE, CREATING RESULTS, ADDING VALUE 
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