[bookmark: _GoBack][image: ]TO:		Roger L. Stancil, Town Manager
FROM:		Dwight Bassett, Economic Development Officer
RE:		Retail potential for Obey Creek
DATE:		October 3, 2014

Memorandum

[image: ]A councilmember asked the question of what might Council expect from the Obey Creek development from a retail perspective and the stores that might locate there. It seemed it might be helpful to frame the answer with our Retail Development Strategy and a guide from the International Council of Shopping Centers showing the variety of center types.  Chapel Hill has limited sites within the Urban Growth Boundary that can accommodate a significant retail center (Large Neighborhood Center/ Community Center type) that also has the market to support and is not competing with an existing center.

Chapel Hill Retail Market

In 2011 the Town completed a Retail Development Strategy as an implementation step to the 2008 adopted Economic Development Strategy and as a follow-up to the 2009 Retail Market Analysis.  These reports can be found on the Town web site at: 
	
Retail Market Analysis – (2009) 

[image: ]Retail Development Strategy – (2011)

The Retail Market Analysis showed that we were losing over 35% of our retail market potential.  It did not help to guide the Economic Development Committee in a specific direction from a growth perspective.  Staff decided it might be of benefit to add back into the market analysis, land use opportunities to create a Retail Development Strategy.  As a part of the consultant presenting the findings of this report, we also brought in a former executive from Simon Properties to share information about retail development and locations.

The Retail Development Strategy showed that Chapel Hill have (2011) market potential for 500,000 +/- square feet and future potential (2020) of 1,000,000 +/- square feet. The bulk of the unmet demand (at a .75% capture rate) was in south Chapel Hill.

Obey Creek is perhaps Chapel Hill’s last opportunity to attract a significant amount of retail in a single, concentrated location (Large Neighborhood Center/ Community Center type). The area to the south of Town can capture the rapid residential growth in northern Chatham County in addition to the Chapel Hill and Carrboro retail sales currently flowing to Durham County. Opportunities for retail growth on the eastern side of Town and 15-501 corridors north of Town are limited as Durham County has already captured these markets just across the County lines in the Southpoint Mall area and the New Hope Commons / Patterson Place areas. Areas on the west side of Carrboro and Martin Luther King Jr. Blvd. corridor, north of Town, are unlikely to attract any significant retail due to the limited growth potential in the rural buffer.
[image: ]
Due to the underserved Chapel Hill and Carrboro markets and the rapid residential growth in northern Chatham County, the Obey Creek site will be appealing to large format hard goods retailers, such as Target, and full service grocers, such as Harris Teeter or Publix. With one or two of these anchor tenants, the project will be appealing to slightly smaller, Jr. Anchor tenants, such as TJ Maxx, Total Wine, Bed Bath & Beyond, etc. With this type of anchoring presence to the retail, then the project will be able to attract an additional 75,000+ square feet of smaller, potentially locally owned, shops and restaurants which are necessary to round out a vibrant destination retail center.
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- All of the three graphics are from the Town’s – Retail Development Strategy – 2011
- The graph showing types of shopping centers is from the International Council of Shopping Centers (http://www.icsc.org/uploads/research/general/US_CENTER_CLASSIFICATION.pdf)
Types of Shopping Centers
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South -An area across of 15/501 from Southern Village.
Also located wittin the Urban Services Boundary and
capable of several hundred thousand feet of development,
depending on topography.

This area, if capable of being developed due totopography
and other physical constraints. holds strong opportunity
for a comrmunity or small regional shopping center due to
its abllity to draw from both Chatham County to the south
and western Orange Courty on Routes 15/501 and 54. It
is also well located to capture the market from southern
Chape Hill - including the University of North Carolina.
Carrboro is located at a sufficent distance from other
major retail centers to make it a feasible location for the
expansion of retailers dready in the regional marketplace.
Estimate: 300,000 to 500,000+ square feet, which due to
topographical constraints may be limited.
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Figure 3.1 Definition of Chapel Hill Trade Area Potential
Source: ESRI Business Analyst and DCI Analysis

Sub Market 2010 Estimated Square 2020 Estimated Square
Retail Gap  Capture Rate  Footage2010  Retail Gap Capture Rate Footage 2020
Chapel Hil- Cartboro §74475,758 7% 160000224000 $131,036,384 75% | 282,000- 395,000
Eest (Durharr) §(115,263,516) 0% 0 §27,970323 26% | 20,000- 28000
South (Chatham County) | 852,907,595 5%  114000- 159,000 $101,515519 75% | 217,000- 305000
Narth (Orange) 13,346,577 7% 3000041500 §24,207 021 7% | 52,000- 73000
West (Orange) 36,265,228 8% 77.000-108,000  $40,576.927 7% | 67,000- 122,000
Periphery $59477,207 2%  43000-59,000  §32,618478 7% | 59,000- 83000

423,000 - 592,000

718,000 - 1,000,000





image5.jpeg
Fullline or junior department
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convenience center is among the smallest of the centers,
[whose tenants provide a narrow mix of goods and personal
Services toa very limited trade area.

Category killers, such as home
Category-dominant anchors, including discount L

Power Center | department stores, off-price stores, wholesale clubs, with 23| omaoseo] 120%  av0sof 000 | y5gn a 7000% | na Anpinyeites’, dissount 510 miles
600,000 department, warehouse club and
oy few smal tenans
offprice tores
- Tpscal mational chaim specaly stores with diming and 00
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historic-buidings and can be part of a mixed-use project.

Limited-Purpose Property 4

Aitport Retail | CoMs0ldation of reail stores located within a commercial ) T R Noanchors;rtailincludes i
airport 300,000 specialty retail and restaurants

Total Industry 114,873
TotalIndustry Traditional + Specialty + Special Purpose 114,873 7,509,726,282] 100.0% 65374

Sources: Appraisal Insttute, Costar Realty Infermation, Inc. (wwawcostar.com) and the International Coundilof Shopping Canters. COPYRIGHTED, IcsC Ao 2014
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$271,273,686

$204588445
2010: 580,000 - 820,000 sf

2020: 775,000 - 1,100,000 sf

210 22
Residents + Employers,
Adjusted for Capture Rate by
Geography




