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1.0 INTRODUCTION 

 
Applied Economics was retained by the City of Tucson to perform an economic impact analysis 
of the La Placita mixed-use redevelopment project.  The location at 110 S. Church in the 
designated Central Business District is currently the site of La Placita Village, a functionally 
obsolete office complex.  The owner plans to demolish the office complex and build transit-
oriented market rate apartments.  In addition there are two historic properties on the site, the 
Flin Building and Samaniego House, which will be renovated and used for restaurant/retail 
space. There is also an historic stable that will be refurbished as an amenity for the apartment 
residents.  
 
The project would be eligible for a Government Property Lease Excise Tax (GPLET) agreement 
that would result in the abatement of all real property taxes and lease excise taxes during the 
first eight years following construction. La Placita would also be eligible for a construction sales 
tax reimbursement and a permit fee waiver through the Downtown Financial Incentive District.  
This analysis is intended to provide a framework for understanding the economic and revenue 
impacts the project would have on the city. 
 

1.1 Project Description 
 
The proposed mixed use development would include 246 market rate apartments ranging from 
studios to four bedroom units, 6,393 square feet of restaurant space, a 2,657 square foot stable 
and 104,470 square feet of underground parking (Figure 1).  It is anticipated that the renovated 
Flin Building would be occupied by a coffee shop and the Samaniego House would be occupied 
by a sit-down restaurant. Taxable sales from the restaurants are estimated at $3.1 million per 
year including taxes on the leases.  There would also be taxable parking rentals at $306,000 per 
year.  All total, the project could support an estimated 50 new jobs and 350 residents.  

 

Square Feet

Total 

Units Occupancy

Estimated 

Jobs

Monthly Lease 

Rates Taxable Sales

Restaurant 6,393 na 100% 43 $15-$20 $3,143,245

Stables 2,657 na 100% 0 $0.00 $0

Rental Housing 336,305 246 95% 7 $999 to $3400 $0

Underground Parking 104,470 246 100% 0 $103.50 per space $305,520

Total 449,825 246 50 $3,448,765

FIGURE 1

DEVELOPMENT ASSUMPTIONS

LA PLACITA MIXED USE
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2.0 IMPACT SUMMARY 

 
The construction of this transit-oriented mixed use project in Downtown Tucson would provide 
significant economic benefits within the neighborhood surrounding the Tucson Convention 
Center.  The proposed residential units and restaurants will complement the other planned 
development in the area, and will help to create demand for additional retail in the western 
portion of downtown. 
 
§ The estimated construction cost for this project would be $42.2 million, including $30.4 

million in hard costs, $8.1 million in soft costs, and $3.7 million in other fees.  About 240 
direct jobs and close to 200 additional indirect jobs could be supported in the City of Tucson 
during the construction period.  The total construction impact is estimated at $66.0 million 
over approximately 28 months. 

 
§ Once completed, the project could generate an annual economic impact of $3.5 million, or a 

total of $25.4 million over the next eight years, assuming a partial year of operation in 2018.   
 

§ The restaurant/commercial uses in the Flin Building and Samaniego House would directly 
support about 43 jobs.  In addition, there would be an estimated 7 property management 
employees at the apartments.  The project could also support an additional 11 indirect jobs 
at other local businesses in Tucson.  These indirect jobs are the result of business-to-
business purchases made by the commercial tenants, as well as local spending by 
employees.   

 
§ An estimated $658,000 in direct personal income or payroll, and $1.1 million in total direct 

and indirect personal income could be generated by the development annually, creating the 
potential for local expenditures by employees and their families.   

 
§ In terms of local tax revenues, the La Placita mixed use project could directly and indirectly 

generate approximately $1.3 million in local revenues to the City of Tucson from 2017 to 
2025 (net of incentives), $1.0 million to the county, school district and other local taxing 
jurisdictions and $2.9 million to the state. Indirect revenues include taxes paid by 
employees, whereas direct revenues are generated by businesses and residents in the 
development.   

 
§ The project could qualify for a GPLET with a term of 8 years that would exempt it from all 

real property taxes to the city and other local governments.  These exemptions are excluded 
from the revenue impacts above.  The value of this exemption for all jurisdictions combined 
is estimated at $4.1 million over eight years.  However, during the term of the GPLET the 
project would generate direct sales tax from on-going retail and lease taxes and income tax 
from residents, for a total benefit to the state and local governments of $4.2 million over 
eight years.  Thus, the benefit to the city, county, state and school districts would exceed the 
value of the GPLET property tax exemption. 

 
§ Once the GPLET term ends in 2025, the project would continue to generate revenues to 

state and local governments including an estimated $233,000 per year in net direct property, 
sales tax and state shared revenues to the city, $611,000 to the county, school districts and 
other special districts, and $222,000 to the state. This is in addition to the $176,000 in 
estimated annual indirect revenues to state and local governments. 

 
 



 3

 

$4,233,848

$1,013,872

($4,131,839)-$5,000,000

-$4,000,000

-$3,000,000

-$2,000,000

-$1,000,000

$0

$1,000,000

$2,000,000

$3,000,000

$4,000,000

$5,000,000

Direct Benefit Indirect Benefit Forgone Property Tax

Revenues

FIGURE 2

VALUE OF PROJECT TO STATE AND LOCAL GOVERNMENTS

 
 
 
The proposed mixed-use project would generate new revenues for the city, as well as creating 
new economic activity, non-student housing options and increased retail demand in the 
downtown area.  This development could support approximately 50 jobs, including jobs at the 
restaurants, as well as in property management. It will also support the Modern Street Car line, 
and create continued revitalization in the area surrounding the convention center. 
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3.0 ECONOMIC IMPACT RESULTS 

 
The economic impacts resulting from the La Placita mixed-use project include both the one-time 
construction impacts and on-going operations impacts.  These impacts are quantified in terms of 
direct and indirect jobs, personal income and sales, or output, that would be generated by the 
project.  Indirect impacts are the result of the multiplier effect and capture supported supplier 
and consumer businesses in the City of Tucson that would benefit from the new development.   
 

3.1 Construction Impacts 
 

The proposed total construction costs for this mixed-use project are estimated at $42.2 million, 
including $30.4 million in hard costs, $8.1 million in design and other soft costs and $3.7 million 
in legal fees and other financing charges.  Construction is expected to begin in May 2017 with 
the project opening in August 2018, although the project would not be fully leased up until July 
2019.  In terms of local economic impacts, only the hard costs and soft costs associated with 
the project are included in the impact calculations.  
 
The total increase in economic activity from new construction expenditures is shown in Figure 3.  
The project would result in direct construction expenditures of about $38.5 million.  The 
multiplier effects of this construction spending on the City would result in a total increase in 
economic activity of about $66.0 million.  These impacts are projected to occur during the 28 
month construction period.  The approximately 242 direct jobs and about 200 indirect and 
induced jobs created by this construction activity would result in more than $21.8 million in 
personal income in the City of Tucson during the construction period.   

 

Personal Personal

Expenditures Jobs Income Output Jobs Income

Hard Costs $30,397,000 169 $8,599,200 $51,359,720 303 $14,825,208

Soft Costs $8,103,000 73 $4,663,814 $14,666,572 136 $7,005,193

Total $38,500,000 242 $13,263,014 $66,026,293 439 $21,830,401

FIGURE 3

CONSTRUCTION IMPACTS OF LA PLACITA MIXED USE

Direct Impacts Total Impacts

ON THE CITY OF TUCSON

 
 

3.2 Operations Impacts 
 

Once construction is completed, the proposed project could create about 50 permanent jobs at 
the on-site restaurants, and in property management for the apartments.  It is assumed that the 
restaurants would be operational in 2018.  The restaurants and apartments will generate 
economic impacts through business-to-business spending locally, as well as through employee 
spending.   
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The total economic activity from on-going operations of the project is shown in Figure 4.  The 
approximately 50 new jobs and $658,000 in direct personal income, or payroll, will generate 
$2.2 million in direct output each year.   
 

Output Jobs

Personal 

Income Output Jobs

Personal 

Income

2018 $723,525 17 $317,930 $1,154,632 20 $474,504

2019 $2,170,574 50 $658,258 $3,463,897 61 $1,127,980

2020 $2,170,574 50 $658,258 $3,463,897 61 $1,127,980

2021 $2,170,574 50 $658,258 $3,463,897 61 $1,127,980

2022 $2,170,574 50 $658,258 $3,463,897 61 $1,127,980

2023 $2,170,574 50 $658,258 $3,463,897 61 $1,127,980

2024 $2,170,574 50 $658,258 $3,463,897 61 $1,127,980

2025 $2,170,574 50 $658,258 $3,463,897 61 $1,127,980

8 Year Total $15,917,545 50 $4,925,734 $25,401,914 61 $8,370,363

Note:  Direct jobs include restaurant employees and property management staff.

FIGURE 4

ECONOMIC IMPACTS OF LA PLACITA MIXED USE

ON THE CITY OF TUCSON

Direct Impacts Total Impacts

 
 
 
The multiplier effect of this increase in business activity in the City would result in a total annual 
output impact of $3.5 million, or $25.4 million over the next eight years, assuming a partial year 
of operations in 2018. The approximately 61 direct, indirect and induced jobs supported by the 
development would result in about $1.1 million in annual personal income in Tucson beginning 
in 2019, or a total of $8.4 million over the next eight years. 
 
The new jobs generated by this project could support a total local population of about 110 
people in the City of Tucson (excluding the apartment residents), based on local commuting 
patterns.  Supported population includes families of direct employees, as well as families of 
employees at related supplier and consumer businesses.  This estimate assumes that about 79 
percent of the employees will live and work in Tucson, based on local commuting data from the 
American Community Survey.   
 
The differences between direct and total economic impacts are called multiplier effects.  
Multiplier effects are a way of representing the larger economic effects on the local economy.  
The multiplier effects translate an increase in output or business sales into a corresponding 
increase in jobs and personal income.  The total increase in output includes the impacts on 
other local supplier and consumer businesses.  In essence, the multiplier effect represents the 
recycling of local spending.  This process creates new business opportunities.   

 
The multipliers used in this analysis are from IMPLAN, a national vendor of economic impact 
software, and are specific to the City of Tucson.  Industry specific multipliers were used for the 
restaurants, facility support services and commercial construction.  The average output 
multiplier for this mixed-use development is 1.60.  This means that for every $1 million of annual 
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output created by the development, an additional $600,000 in economic activity and 5 local jobs 
are supported at other local businesses outside the development.  On average, the income from 
these indirect jobs is estimated at $41,000 per employee.   
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4.0 REVENUE IMPACTS 

 
In addition to supporting jobs, income and output at related businesses in the city through 
multiplier effects, the restaurants and parking in the La Placita mixed-use project would also 
generate tax revenues to state and local governments.  These would include sales taxes from 
the restaurants, as well as sales taxes and state shared revenues from the new residents.  In 
total, the project could generate approximately $1.3 million in net direct and indirect local tax 
revenues to the City of Tucson from 2017 to 2025 (net of local construction sales tax 
incentives), and $3.9 million in additional revenues to the county, RTA, school district and state 
(Figure 5).   
 

Property
1

Sales
2

State 

Shared 

Revenues
3

Total 

Benefit Property
3

Sales
2

State 

Shared 

Revenues
3

Total 

Benefit Sales
2

Personal 

Income

Total 

Benefit

Total Public 

Benefit

Direct Impacts $0 $917,314 $284,319 $1,201,633 $0 $328,115 $118,895 $447,010 $2,585,206 $0 $2,585,206 $4,233,848

2017 (const only) $0 $0 $0 $0 $0 $98,790 $0 $98,790 $1,106,451 $0 $1,106,451 $1,205,241

2018 $0 $61,535 $35,540 $97,075 $0 $15,383 $14,862 $30,245 $58,134 $0 $58,134 $185,454

2019 $0 $109,174 $35,540 $144,714 $0 $27,293 $14,862 $42,155 $182,551 $0 $182,551 $369,419

2020 $0 $114,006 $35,540 $149,546 $0 $28,501 $14,862 $43,363 $190,936 $0 $190,936 $383,844

2021 $0 $118,147 $35,540 $153,687 $0 $29,536 $14,862 $44,398 $197,233 $0 $197,233 $395,318

2022 $0 $122,210 $35,540 $157,750 $0 $30,552 $14,862 $45,414 $203,150 $0 $203,150 $406,313

2023 $0 $126,394 $35,540 $161,934 $0 $31,598 $14,862 $46,460 $209,244 $0 $209,244 $417,638

2024 $0 $130,704 $35,540 $166,244 $0 $32,676 $14,862 $47,537 $215,521 $0 $215,521 $429,303

2025 $0 $135,143 $35,540 $170,683 $0 $33,785 $14,862 $48,647 $221,987 $0 $221,987 $441,317

2026 (post-

GPLET) $61,972 $135,143 $35,540 $232,655 $577,314 $33,785 $14,862 $611,099 $221,987 $0 $221,987 $1,065,741

Property Sales

State 

Shared 

Revenues

Total 

Benefit Property Sales

State 

Shared 

Revenues

Total 

Benefit Sales

Personal 

Income

Total 

Benefit

Total Public 

Benefit

Indirect 

(Employee-

Driven) $63,936 $49,462 $200,464 $113,398 $572,544 $15,653 $83,829 $588,196 $175,309 $136,969 $312,278 $1,013,872

2018 $2,906 $2,804 $9,112 $14,822 $26,025 $887 $3,810 $30,722 $9,938 $8,934 $18,872 $64,417

2019 $8,719 $6,665 $27,336 $42,720 $78,074 $2,109 $11,431 $91,615 $23,624 $18,291 $41,915 $176,250

2020 $8,719 $6,665 $27,336 $42,720 $78,074 $2,109 $11,431 $91,615 $23,624 $18,291 $41,915 $176,250

2021 $8,719 $6,665 $27,336 $42,720 $78,074 $2,109 $11,431 $91,615 $23,624 $18,291 $41,915 $176,250

2022 $8,719 $6,665 $27,336 $42,720 $78,074 $2,109 $11,431 $91,615 $23,624 $18,291 $41,915 $176,250

2023 $8,719 $6,665 $27,336 $42,720 $78,074 $2,109 $11,431 $91,615 $23,624 $18,291 $41,915 $176,250

2024 $8,719 $6,665 $27,336 $42,720 $78,074 $2,109 $11,431 $91,615 $23,624 $18,291 $41,915 $176,250

2025 $8,719 $6,665 $27,336 $42,720 $78,074 $2,109 $11,431 $91,615 $23,624 $18,291 $41,915 $176,250

Total Direct and 

Indirect (2017 to 

2025) $63,936 $966,776 $484,783 $1,315,031 $572,544 $343,767 $202,724 $1,035,206 $2,760,514 $136,969 $2,897,483 $5,247,720
1
 Based on city property tax rate of 1.5982%.  

3
 Includes state shared income, sales and auto lieu taxes for City of Tucson and state shared sales taxes for Pima County.

FIGURE 5

STATE AND LOCAL REVENUE IMPACTS NET OF INCENTIVES

LA PLACITA MIXED USE

2
 Based on county/school property tax rate of 15.075%. 

City of Tucson County, RTA and Schools State of Arizona

City of Tucson County and Schools State of Arizona
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 4.1 Direct Revenues 
 
The project would be eligible for a GPLET agreement that would exempt it from real property 
taxes during the term of the lease.  Normally, there would be a lease excise tax in lieu of 
property taxes, but since the project is located in a central business district and it would result in 
more than a 100 percent increase in property value, the lease excise taxes would also be 
exempted over the first eight years of the project.   
 
The project would generate one-time sales taxes from new construction estimated at $1.6 
million for the city, RTA and state combined, of which $395,000 would go to the City of Tucson.  
However, the city’s portion of construction sales tax is requested to be rebated to cover the cost 
of streetscape, landscaping, water, sewer and road improvements, and is therefore not included 
in the revenue impact in Figure 5. 
 
There would be on-going sales and lease tax revenues associated with the parking and 
restaurants in the development.  It is estimated that the restaurants and parking  would generate 
net new sales taxes in the amount of $40,000 per year to the city, $13,000 in sales taxes to the 
RTA and $183,000 in sales taxes to the state beginning in 2019 (first full year of operations), 
and increasing annually with inflation.  Note that this excludes annual sales tax on leases from 
the existing office complex of $17,270 to the city and $4,318 to the RTA.  In addition, the new 
residents in the apartments would generate sales taxes on their household purchases.1  Based 
on data from the Census Consumer Expenditure Survey, households spend an estimated 37.4 
percent of their income on taxable items.  All total, the project could generate about $3.8 million 
in direct state and local sales tax revenues from 2017 to 2025, excluding sales tax incentives. 
 
In addition, the apartment residents that are new to the Tucson area would generate additional 
state shared revenues to the city and county including state shared sales and income taxes as 
well as auto lieu taxes.  Based on current per capita average distributions for the City of Tucson 
and Pima County, the estimated 40 percent of residents that would be new to the area could 
generate $36,000 to the city and $15,000 to the county in annual state shared revenues. 
 

4.2 Indirect Revenues 

 
Along with the direct taxes generated by the project, there are also indirect taxes generated by 
employees.  Using the results from the economic impact analysis, it is possible to estimate 
indirect tax impacts.   
 
Indirect property tax revenues, which represent property taxes on housing for employees, were 
based on average residential assessed value per capita in Tucson, times the annual supported 
population, times an average property tax rate of 15.91 percent.  Indirect property taxes are 
estimated at about $9,000 per year to the city, and an additional $78,000 per year to the school 
district, community college and county.  All total the project would generate about $636,000 in 
indirect property tax revenues to all jurisdictions combined from 2018 to 2025, based on the 
assumptions used in this analysis. 
 
Indirect sales tax revenues include sales taxes from direct employees and employees at 
supported local businesses.  Indirect sales taxes are estimated based on multiplying total 
personal income from the economic impact times 37 percent (share of taxable expenditures), 

                                                 
1
 Analysis assumes that 40 percent of residents would be new to Pima County based on comparable residential 

projects in the downtown area. 
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times the Tucson live-work ratio of 79 percent, times the sales tax rate.2  No residency ratio is 
used for RTA or state indirect sales tax.  Indirect city sales taxes are estimated at about $7,000 
per year, or a total of $49,000 over eight years.  Additional indirect sales taxes generated to the 
RTA and the state are estimated at $26,000 per year, or about $191,000 over eight years.  

  
In terms of state personal income tax, direct and indirect employees could generate 
approximately $137,000 in revenues between 2018 and 2025.  State income tax revenues are 
calculated using average income per employee and current tax schedules from the Arizona 
Department of Revenue.   

 
4.3 GPLET Impacts 

 
In addition to calculating revenue impacts to local and state government, this analysis also 
considers the property tax impacts of the GPLET relative to the amount of benefit to the 
property owner.  A.R.S. 42-6209 requires that the economic and fiscal benefit to the state, 
county and city in which the government property improvement is located will exceed the 
benefits received by the prime lessee.  The city is proposing an eight year term for the GPLET, 
during which time the developer would pay no lease excise tax or real property tax, since the 
project is located in a central business district and would increase the value of the property by 
more than 100 percent.  After that time, the property owner would pay real property taxes to the 
city and other taxing jurisdictions at the normal rate.   
 
In order to meet the statutory requirements, it is necessary to show that total revenues to the 
state, county and city would exceed the value of forgone property taxes during the term of the 
GPLET.  Revenues include direct sales tax revenues from construction (excluding the city 
portion which is requested as reimbursement to the developer) and the increase in on-going 
sales taxes from retail sales and leases (net of sales taxes from the existing office complex), as 
well as indirect property and sales taxes from supported employees.   
 
Over the eight year term, the net direct revenues to state and local jurisdictions total $4.2 million 
(Figure 6).  In comparison, the property tax savings to the developer are estimated at $4.1 
million over the eight year GPLET term, of which $401,000 would have gone to the City of 
Tucson.  The value of other tax revenues generated by the project exceeds the property tax 
savings from the GPLET over eight years, thereby meeting the requirements of the statute.   
 

                                                 
2
 According to the Census Bureau Consumer Expenditure Survey persons in the median income range spend about 

31 percent of their income on taxable goods. 
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Benefit to Lessee

City/County

Lease City/RTA Shared State  Property

Year Excise Tax Sales Tax
1

Revenues Sales Tax Total Tax Savings

2017 $0 $98,790 $0 $1,106,451 $1,205,241 $0

2018 $0 $76,918 $50,402 $58,134 $185,454 ($432,694)

2019 $0 $136,467 $50,402 $182,551 $369,419 ($454,328)

2020 $0 $142,507 $50,402 $190,936 $383,844 ($477,045)

2021 $0 $147,684 $50,402 $197,233 $395,318 ($500,897)

2022 $0 $152,762 $50,402 $203,150 $406,313 ($525,942)

2023 $0 $157,992 $50,402 $209,244 $417,638 ($552,239)

2024 $0 $163,380 $50,402 $215,521 $429,303 ($579,851)

2025 $0 $168,929 $50,402 $221,987 $441,317 ($608,843)

Total $0 $1,245,429 $403,214 $2,585,206 $4,233,848 ($4,131,839)
1
 Includes city rate of 2 percent plus RTA rate of 0.5 percent.

FIGURE 6

8-YEAR VALUE OF THE GPLET

Direct Revenues to State and Local Governments

 
 

The foregone property tax revenues were estimated based on limited property value (LPV) per 
square foot for restaurants, rental housing and underground parking in comparable 
developments in the downtown area, which include other recent GPLET projects.  Based on 
these comparable developments, an average limited property value per square foot of $59.56 
was used for the apartments, $81.26 for restaurant space and $50.55 for the underground 
parking, resulting in a total LPV estimate of $25.8 million.  It is assumed that the value would 
increase by 5 percent per year, based on recent increases in LPV for the comparable properties 
and statutory guidelines. 

 
4.4 Summary 

 
The proposed La Placita mixed-use project described in this analysis could create both 
economic and revenue benefits for the City of Tucson.  The development would generate new 
jobs and payroll in the downtown area, and it would create additional demand at other local 
businesses based on supplier purchases and employee spending.  It would also generate tax 
revenues for the city on an on-going basis. 
 

The restaurants would provide new economic activity in the western portion of downtown.  In 
addition, the apartments create market rate housing options downtown, and generate demand 
for groceries and other retail to support downtown residents.  The project also supports the 
Modern Street Car system, as it is located immediate adjacent to a station area.   
 


	FEBRUARY 2017
	2.0 IMPACT SUMMARY
	3.0 ECONOMIC IMPACT RESULTS
	4.0 REVENUE IMPACTS


