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Amity Station Development Agreement Facilitated Negotiation
Friday, February 16, 2018
Chapel Hill Public Library

Participants: Jessica Anderson, Donna Bell, J.B. Culpepper, Ben Hitchings, Dan Jewell, Christopher Johnson, Judy Johnson, Ralph Karpinos, Amanda Mann, Jared Martinson, Nancy Oates, Michael Parker, Francisco Rios, Larry Short, and Roger Stancil. Andy Sachs, facilitator.

Invited resource person: David Laube, Noell Consulting Group.

Observers: George Barrett (Marion C. Jackson Center for Saving and Making History), Mark Kleinschmidt; Roy Piscitello (Breadmen’s Restaurant), Hudson Vaughan (Jackson Center).

Convene
The participants adopted the Desired Outcomes and agenda that had been distributed in advance of the meeting.

Up to fifteen minutes had been set aside on the agenda for public comment (up to three minutes per speaker). None of the observers accepted the invitation from the facilitator to address the negotiators.

The proposed notes on the February 8 meeting were adopted with the following corrections:
· On p.4, first paragraph, first sentence, delete all from that sentence after the word, “affordable,” so that the sentence now reads, “Ms. Johnson read from the ordinance, and clarified that where inclusionary zoning is in force, a developer must ensure that the required percentage of market rate units are affordable.”
· On p.14, last paragraph, next to the last sentence on that page, change the phrase “price point” to “square footage,” so that the sentence now reads: “The square footage typically is in the high-300’s to the mid- to high-400’s, he said.”

The group directed the facilitator to distribute an adopted version of the notes with those changes made.

Advance the Shared Understanding
Councilmember Anderson said that she watched the video provided by the Town staff of the consultants’ presentations from February 8. It was helpful, she said, and would have been even more helpful to have had in hard copy or through a link the consultants’ accompanying tables. In reply to a question from Mr. Jewell, Mr. Karpinos said that Mr. Laube’s spreadsheet can be made available to the public. Ms. Johnson said that she has posted the materials (but not the video; she is not sure how to do that) from the presentations on the Town website.

Councilmember Oates noted the excitement around the table at the end of the February 8 meeting for “out of the box” ideas, and asked if the Amity team had come up with any others since then. Mr. Short said that at the top of the Amity team’s list is receiving a list of the Council team’s priorities, so we can address those directly.

Mr. Johnson said that he is consulting with others about the feasibility of the “live/work” concept. We had a lot of good ideas around that at the last meeting, he said, and there is not much new to report today. We talked internally about the commercial subsidy, he added; about reduced rent approaches for office or retail users. We can definitely work that into the development, depending on the overall density that is allowed.

Mr. Rios said that Chapel Hill has a lot of first and second year students that have “Series A” and “Series B” companies, meaning small companies that are not yet generating a lot of revenue. As these entrepreneurs become sophomores and juniors, their businesses start generating more revenue. But the available local office space is too expensive for them. We would like to cater somehow to these 18-22 year old business people in our plan. It would be a community benefit, because they would have a place to grow their commercial ideas, and then potentially stay in Chapel Hill.

Process Schedule
Ms. Johnson distributed, Amity Station Development Agreement, Working Schedule Subject to Change, draft 02.16.2018. She drew the group’s attention to a community education program, “Introduction to Development Agreements” scheduled for Monday, February 19, 5:30 – 7:00 pm in the Council Chambers; to the future meetings of this group; and to points at which Advisory Boards, the general public, and the Council would receive process updates and/or review drafts of the Development Agreement. 

She asked the Council team for ideas on how reports to the full Council will be made. Councilmember Parker said that the team would have a better sense at the end of today’s meeting of when the first report back to the full Council will be made. Mr. Martinson said that the time on the handout for Meeting #4 does not correspond to the time in the Town staff’s online meeting invite. Ms. Johnson and Mr. Martinson confirmed with the group that the meeting scheduled for February 28 will take place from 1:00 – 4:00 pm, as stated in the meeting invite, at the Launch offices on Rosemary Street. However, at the end of the meeting the group rescheduled the February 28 meeting (Meeting #4) to March 14, 9 am – 12 Noon.

Caucus Time
The teams met separately for about 45 minutes.

Project elements to refer to Noell Group for costing and pro forma modeling
When the full group reconvened, group members brainstormed around the possible specifics of the policy-level project elements. Photos of the ideas (written by group members on sticky notes and posted on a wall) are attached. The group sorted their ideas into the following categories: project parameters, uses, design, affordable housing, arts and culture, economics, community benefits, and parking, as follows:

Project Parameters
Micro units 300-400 sq. ft.
Population growth
Building height
Unit mix vs. market
4-5 stories
Density
Rosemary Street Guidelines
Supply of units in Chapel Hill
Within Rosemary Guidelines for height, etc.
Increase height for community benefit
Test low impact ways to exceed what could be built under WRSDG
Willing to have less community “benefit” to stay within Guidelines

Uses
Affordable office space
Commercial/office
Mix of commercial/office space types
Space for neighborhood businesses
Live/Work units
Live/Work
Small dog park
Breadmen’s
Class A office
No student housing
Design to deter students
Deter student creatively
Creative student deterrent
Mix of residents
Minimal residential
Importance of space where public is welcome
Meeting space/event space
Coffee shop (hire local resident)

Design
Integrated into Northside neighborhood
Importance of flexibility in potential use of ground floor
Do we want to activate Nunn/Result would add net street frontage
Beautiful top tier architecture that blends with surroundings
Improve Nunn Alley
World class architecture
Nunn Alley activation
High quality design – beautiful is sign of respect to neighborhood
Nunn Alley improve lighting/walk
Entrance to Northside at Nunn Alley
Pedestrian but not vehicle connection to neighborhood
Historic walk

Affordable Housing
Affordable PIL
Aff. PIL

Arts and Culture
Public art (rotate local artist display)
Include feature that celebrates Northside
Small ask: signs and neighborhood marker (one @ N. Graham, one @ Sunset)

Economics
Taxes
Northside PIL tax relief
Additional tax base
Hub of entrepreneurial activity
Gym-style membership for entrepreneurial workspace
Neighbor entrepreneurial space
Micro units for offices
Start-ups
Open-air lobby
Activate Rosemary
How to activate Rosemary Street
Small performance area

Community Benefits
Street activation
Rosemary Street activation
Public art opportunities/interior and exterior
Additional revenue for business in community
City-run business incubator could boost market/support/value
Job creation
Local art exhibit
Green building – rooftop garden, garden wall, etc.
Community meeting space
Give Town some space to program
Developer give Town 1st floor space, flexible, could be used for co-working or something else to advance entrepreneurs, Actual use decide as bloc being built; Town own/manage.
Active programming of any affordable office space
Live-Work space
Business incubator
Differentiation
Next-step entrepreneur space
E-Lofts
Positive externality
Prioritize community benefits
Rooms for rent: group meetings
Support Community Benefits Plan

Parking
Underground parking
Public/private parking agreement
Shared use of parking
Public parking
All parking underground/Surface:  deliveries only
Consider sharing of parking use/cost/value
Evening parking for public

The group then discussed the ideas as follows:

Mr. Martinson asked if the Council team would be in support of affordable units on site as well as a payment in lieu, the latter to support the Town’s interests in affordable housing in other locations. 

Councilmember Anderson said that her preference is for non-residential uses at this site. If there is going to be housing here then I think it will be important to include affordable housing in the mix, but I am not an advocate for this to be predominantly a housing project, she said. In response to the suggestion that the developer charge market-rate rents for any residential in Amity and build affordable units elsewhere in town, Councilmember Oates identified herself as a “big fan” of mixed-income housing. I would prefer that affordable housing be mixed-in with market rate housing, she said. Councilmember Parker said that if Amity is going to be predominantly residential then his position is that a significant portion of the units should be affordable. But my preference is for this project to be minimally residential, he added. Councilmember Bell said that she could envision the Amity project going either way – predominantly residential or predominantly office/commercial. If it were to be residential, then there are important parameters regarding what would be a good mix from the perspective of Northside, she said. The Council has visions for the West Rosemary corridor, she said, and one of those is for an innovation hub; how would a project that is majority residential fit with that vision? I would prefer that the project not be all residential, she said, but I can envision some residential mix contributing to the desired activation of the street. I would want to check-in with my colleagues on the Council to get more direction on these questions, she said. A mix of residential and commercial could work, said Councilmember Parker, but not if it is 10,000 square feet of commercial and everything else is residential; it has to be a meaningful mix.

Councilmember Parker also said that he believes there is strong sentiment within the Council team, and on the Council as a whole, that if Amity is predominantly residential that it not be student housing. The Council team agreed that there is “zero support for student housing” among them. Councilmember Anderson said she would want to check with the full Council to see if it also has that position.

The facilitator asked what a “meaningful mix” across residential and commercial means. Councilmember Parker deferred to the consultants. We have been told that a typical residential structure – with a podium and stick-built on top – won’t work for offices, he said. Mr. Martinson agreed that wood frame construction does not often go along with office uses.  In reply to a question from Councilmember Oates, one of the Amity team members said that a Work/Live arrangement probably would not be wood frame; but it depends on the building code. Even if we wanted a half-residential/half-commercial mix, Councilmember Parker said, we have to accommodate the realities of construction and costs. I don’t know if Amity could be three floors of concrete and then stick on top for residential, for example. But one floor of commercial/office/retail and 4-5 floors of residential would not put a big smile on my face, he said.

Councilmember Oates said she would like to see something that would put Chapel Hill “on the map.” She suggested that the designers take a look at The Frontier at RTP. It’s 98% rented out now and expanding to take advantage of all the demand, she said. She said she stood out by the food trucks there one day asking users if they would move to Chapel Hill if a similar product were available here; they said yes with the caveat that price would be an important factor. 

Councilmember Oates said one of her ideas during the brainstorming exercise today [categorized under Economics] was to offer gym-style memberships for entrepreneurial workspace. A member could bring a laptop and phone and work in the shared lower space until their business is at the point where they could rent a small office space on a higher floor, she said. A building at Amity like this would be very different, and draw people in part because they would want to be located downtown Chapel Hill and/or close to the University. Add on to that the Live/Work option and you are helping people save on their living expenses as well. I don’t know how the numbers would work, but I was excited when I left the meeting last time after this idea was raised, she said.

Mr. Rios said that Mr. Laube could run a scenario to show what the Return on Investment would be on, say, a 50% residential/50% office-retail mix. We all would understand why the costs are how they are, and take the conversation from there.

Alternatively, he said, it would be helpful to review micros that are affordable by the fact that they are 300-400 square feet, mixed with 2- and 3-bedroom units. This might allow for a student entrepreneur at the micro level, and then for other types of residents in the larger units. It would be a unit mix designed not for students, tailored for professionals.

Councilmember Parker asked if the Amity team were absolutely opposed to a commercial project. Mr. Johnson said that after the last meeting the Amity team was interested in exploring some of the more creative solutions that had been raised: live/work, subsidized commercial/office space, etc. What’s driving our interest is that this is not a big market for retail, and there are competitive options elsewhere for office. We also see the commercial/office component as being a nice tie-in to the community, and we understand it is something that the community wants. But subsidizing built square footage and building multiple levels of concrete comes with a price, he said.

The pro forma modeling will help us to understand what’s feasible and how to do it, he added. But the 50:50 split right now sounds real challenging. Councilmember Parker asked if the Amity team would contemplate a 100% office building. Mr. Johnson said that his organization has an office arm, but it is based mostly within acquisitions. Office building development, from scratch, is not in our wheel house, he said. We don’t have the wherewithal to market it, and lease it, etc. We would have a leg up if it were subsidized spaces, because then there would be uses to draw potential renters to those spaces. Maybe we’re looking at two floors of commercial, Mr. Rios said, designed for entrepreneurs, and then additional stories of residential. It will have to be a balance.

Mr. Martinson asked if a baseline scenario is emerging from this conversation: a 50/50 mix within the height guidelines of the West Rosemary Street Development Guide, from which then additional features might be tested. We also could test a little more residential, including an affordable component and an affordable commercial component both of which might allow us to consider additional height/density. Or are we talking about multiple baselines: a 50/50, an 80/20, and a 20/80?

Mr. Johnson said that the Amity team is most excited about activating the street. I don’t see a 20 commercial/80 residential mix providing that activation. Maybe that is not as important as we thought it might be for this conversation, but we certainly would like to see it. Councilmember Parker asked what mix would generate activation. Mr. Johnson offered several ideas:  lobbies that have a full-light overhead glass door that can be opened up, live music, activities addressing the street front (which Breadmen’s does not have right now), a performance platform that invites people up to play on it, and public pianos.

Mr. Johnson added, “and retail.” Councilmember Parker said he is hearing that nobody wants to come to this site for retail. We would like to see retail on West Rosemary, he added, but we have been told a number of times that it is not going to work at this site. Mr. Laube said that his study showed that the best locations for retail in the corridor will be at intersections with stoplights.

Mr. Johnson added that fitness facilities in residential developments can activate a street. If this were a Live/Work project then a ground floor fitness facility might be an amenity for residents, renters of office space, and perhaps the public.

Mr. Jewell referenced American Underground in Durham. The retail businesses are not selling from that location, per se, but one can walk by and see what products the start ups are working on. MATI energy drinks, for example, has a board in the window showing its business strategy. The Independent is in there. People can look in and see what these young folks are up to. Councilmember Parker said that Greenbridge has a similar display on its street front.

Mr. Rios said the benefit of having a development agreement is that the Council and Amity teams can go through the numbers to determine together what mix of uses will work. If the price for commercial space in this market is $25/square foot, and we agree that a subsidized commercial strategy is going to meet our mutual needs, then we can see what the consequences are of charging $10/square foot. Councilmember Anderson agreed: the purpose of today’s discussion, she said, is to generate scenarios to the Noell Group to work with. Let’s see the numbers, she said.

Mr. Laube said that some design parameters have to be defined as a prerequisite to running numbers through the pro forma model.

Mr. Laube said that if the group wants to explore an option with commercial on the ground floor, and considering some of the ideas from today’s brainstorming, then the group might define a scenario by which the alley way is activated with commercial.  How much square footage could we get on the ground floor facing Rosemary and Nunn Alley, he asked. That might be helpful to know before we started evaluating commercial on the second floor. Mr. Martinson said that the first floor commercial square footage would depend in part on how much parking is provided at that level.

Mr. Short said that if Nunn Alley were activated with commercial, it could potentially stretch a distance equivalent to the sidewalk from the Post Office all the way past the Varsity Theater. The tax revenue and activation would be phenomenal, he said; it is now zero. And it’s not a good place to walk, especially at night. Mr. Laube said that he sees this as an interesting opportunity. The market is going to drop off naturally in that location because you are moving away from the main corridor, he said, and so it will enable some of these other community benefits to happen, whether it is business incubators or co-working or market space.

Mr. Hitchings called attention to ideas from the brainstorming relating to the possibility of having public parking spaces, whether that be in a deck or subterranean. We talked in the last meeting about the evolution of parking demand over time relative to spaces per square foot or per residential unit; he said. Might we explore a gradual increase in the number of public spaces over time in light of the possible decline over time of the project’s private parking needs? The Council is having discussions related to other projects in terms of parking downtown and this might be relevant to those, he said.

Councilmember Parker said the more commercial use that exists in a project, the less parking is needed in the evening for that project. This means that commercial offers an opportunity for flexibility with regard to parking, he said, in contrast to residential, which needs spaces 24-hours/day. Councilmember Bell said that the cost of parking will depend upon the uses supported by the development, as well as the appropriate support we decide upon for those uses. The Town does not have parking requirements for apartments in this particular zone, she said. Until we know what the use is, we won’t know the cost of the parking. I’m supportive of such things as shared use parking, evening parking for the public, and public parking (which does not necessarily have to be free). It is a need that we have downtown, she said. 

Mr. Short said that there is a tradeoff across residential and commercial uses in terms of the amount of parking needed and the amount of commuting expected to occur. Councilmember Parker agreed that offices prompt more trips than residential. Councilmember Oates said that commuting will be less if the users were walking from campus. Mr. Short agreed, adding that Live/Work space also would reduce commuting. Councilmember Oates agreed.

Mr. Jewell said that Mr. Laube is probably still “fuzzy” in the direction he has from the group to run his model. He suggested that the group establish 3-4 scenarios for Mr. Laube. If we had the scenarios, he said, then Mr. Martinson and I could provide some design options “without too much pain and suffering” for Mr. Laube’s use. What are those 3-4 scenarios, he asked.

Councilmember Anderson said that some of the elements in the brainstorming and discussion today are details for the end of the negotiation; we need not agree on whether we are going to activate the street with pianos, for example. I need a better sense of where we are in the mix and on the basics, she said. Activating the alley sounds great, she said, but I don’t know what it is.

The group then began to create the scenarios.  Councilmember Anderson recalled that Councilmember Parker had suggested a 50/50 mix. Councilmember Parker suggested an 80 commercial/20 residential scenario, a 50/50 scenario, and an 80 residential/20 commercial scenario – unless anyone here would say “no way” to any of these mixes, he added. I also would want to see these three initial scenarios developed within the West Rosemary Street Development Guide guidelines, he said. We should understand what is feasible using the guidelines and then consider whether there are things we might need to do or want to do outside of the guidelines because we would be getting something else that we really love.

Mr. Johnson said that the Amity team could not support pursuit of an 80 commercial/20 residential mix. Maybe it would save us some time if we did not run that scenario through the model, he said. Fifty/fifty – while very challenging -- makes sense for the purposes of a study that would help us all understand. Maybe we should run a 75 residential/25 commercial scenarios, he added, or 90 residential /10 commercial. Councilmember Anderson said that she would not support 90 residential/10 commercial or 80 residential/20 commercial.

Councilmember Parker said that he would want to see the 50/50 scenario, if for no other reason than to convince himself that it won’t work. The four members of the Council team probably are in support of more commercial than the Amity team would feel comfortable with, he said.

Mr. Rios said that the economic fundamentals supporting an office building at this site are not very strong. Carolina Square is offering free office space to the University, he said. Councilmember Parker said that there is very little Class A office space downtown. Councilmember Oates said that the Economic Development Office is telling the Council that businesses want to move downtown. With the caveat that there has to be adequate parking, added Councilmember Parker. Mr. Rios said that commercial developers have to assume that space will be rented for $30-$35/square foot; that is why they have not been able to make their numbers work, and why they are not offering that kind of product downtown. You might be OK with 20% commercial, as long as all of that commercial is affordable, he said.

Mr. Martinson said there are operational efficiencies, in terms of leasing, maintenance, and management, gained from keeping below a threshold mix of commercial to residential. Beyond that threshold, the economics would shift the development more toward a condo deal. Councilmember Parker said that a condo deal would be good.

Mr. Short asked if the 80 residential /20 commercial mix was consistent with the scenario Mr. Laube had presented at the last meeting in terms of the density bonus discussions that had then taken place. Mr. Rios said that one of Mr. Laube’s scenarios did indeed posit an 80/20 mix with a density bonus that allowed for affordable residential units. Mr. Laube said that last week there was one scenario that posited affordable residential, and another scenarios that posited affordable commercial. The affordable commercial scenario was based on 10,000 square feet of commercial, he said.

Mr. Laube said that the two scenarios emerging from today’s discussion thus far appear to be 50/50 and 80 residential/20 commercial. However, he said, I still need a design. How much of these developments are going to be steel frame, etc. Mr. Rios suggested that the derivatives of the scenarios include one with affordable housing and another with micro/1, 2, and 3BR units. Mr. Laube suggested that a first step be to model the 50/50 and 80/20 using a standard, market unit mix. The derivatives suggested by Mr. Rios, he said would be a second step. Mr. Rios agreed.

Councilmember Parker reiterated the Council team’s “strong distaste” for student housing. Will that be factored-in now or later, he asked. Mr. Laube said that whatever the unit mix, given the location of the property, the development is going to contain some students unless the development has age restrictions. That needs to be something for this group to decide, he said, whether this is going to be an age-restricted deal. All members of the Council team said the issue was important enough to use age restriction as an assumption in running the pro forma model.

Mr. Karpinos asked if the Council team wanted to restrict all students or only undergraduates. Councilmember Parker said he was not sure, but certainly undergraduates. Mr. Laube said that the age restriction options (21, 22, 23 years old) depended upon state law. Councilmember Parker said that the Town has a lot of flexibility; Mr. Karpinos corrected that it would be the developer who would be age-restricting, not the Town. 

Mr. Johnson said that the group should seek to understand together what any restriction would do to the market share of the people available to rent. Mr. Laube said he can run the numbers, but does not expect an age restriction will limit demand significantly for Amity units. I will look at whether undergraduates already are paying rents at the levels called for under the conventional unit mix for this market, he said. My guess is that Amity rents are going to be higher than what the vast majority of undergraduates are paying. So, even if you age-restrict Amity you probably are not going to limit your market all that much, he said. You still will potentially get graduate students and probably some upper class students depending on whether you set the restriction to 21 or 22, so it probably will not impact your market depth or your occupancy rates.

Mr. Rios said that Mr. Laube was addressing the demand equation. But the supply equation, he said, is “quite scary.” The bank is not going to lend to us if they see such a large limitation on the supply in the context of the overall housing units available here for this population of renters. The future demand is in the pipeline, said Mr. Laube. But the population of Chapel Hill grows at only about 1%, said Mr. Rios. Councilmember Oates said that the Amity project will draw people from outside of Chapel Hill. All those people in Cary or Durham seeking an entrepreneurial center to live near will now come here. Mr. Rios said it is risky to rest the project on too many assumptions. The assumptions I’m hearing are going to be difficult to monetize and put into the model, and that will affect how the lenders see this project.

Councilmember Bell said that Chapel Hill has a historically low rental vacancy rate, about 2%. For us to have a healthier market, we would like there to be more of spread from year to year. Mr. Rios said that the vacancy rate is a function of the Town’s population growth. This is a college town, he said, but it is changing. You should be looking at more senior housing, for example.

Mr. Johnson said that in other college towns he has worked in, the communities are objecting to large groups of students with disruptive behaviors. Councilmembers Oates and Parker said that the Council team’s interest in restricting students also is about the students’ spending. They leave during the summer and so depress the local economy. They also have less disposal income than professionals and entrepreneurs. The kinds of businesses that they support are not the full commercial mix we need for the downtown. Councilmember Anderson said that students also drive up the cost of rents and squeeze out the ability of others to live downtown. Finally, said Councilmember Parker, folks 25 or 30 years old don’t want to live with undergraduates; apartment buildings are almost all students or no students at all.

Mr. Johnson said that he heard similar concerns from the community in Ft. Collins. We developed a program there using micros and 2BR’s that resulted in a healthy mix. The comps told us that nearby were developments with 60% young professional/40% students. We were able to get to 60% students/40% young professionals. In Columbus, OH, we’re in the Short North, which is a downtown young professional center. When we picture Amity Station, we’re picturing a healthy mix of all demographics.

Councilmember Parker said that students love to live downtown. In-state students pay low tuition, and so they have money to spend on rent. Shortbread Loft has done extremely well because of this. Carolina Square is practically all students. Councilmember Anderson asked for an example in downtown Chapel Hill of a development that is a healthy mix. Councilmember Parker said there is none. Mr. Rios said that the market is flooded with students because of the intentional supply by developers of student housing. Approximately 60% of the total rental beds in downtown are in 4-bedroom apartments. Carolina Square has only a small number of studios and 1-2 BRs; they flooded the market with 3-4 BRs, which the students love.

Mr. Rios said that the Amity team contemplates a different kind of unit mix in the micros/1-3 BR scenario. Mr. Laube said that there is a certain amount of restriction that can be achieved through the unit mix but, given the demand by students for downtown apartments that exists here, coupled with the affluence of their parents, you are going to have a high concentration of students in this building unless you age restrict it or don’t allow guarantors.

Councilmember Bell said she would not be opposed to a 100% residential development at Amity, especially if that can help us have conversations around affordable housing. I can see how some of the choices will make some of the units affordable just by design, she said. I think that means there is room to subsidize additional units. A micro or 1 BR might meet the requirements for 80% AMI, but if there are ways also to negotiate additional affordable units on site then I would like to know what that would look like. I’m also interested in knowing what that would look like with age restriction. Councilmember Bell said she has heard that there are ways to age restrict through design. I’m interested in that, she said. 

Mr. Rios asked Mr. Laube why the local market has not built a micros and 1-3 BR mix. Mr. Laube said that the Berkshire was designed to restrict against students – it does not have any 4 BR units. And yet, it has lots of students, he said. And it is not even downtown. The designers did everything they could to restrict against students by design, but it did not work. We tried bigger 1BRs, 2 BRs that are not roommate friendly, etc.  In reply to a question from Mr. Rios, Mr. Laube said that the result at the Berkshire is largely a function of the strong demand students have in the Chapel Hill rental market. If you don’t put age restrictions on a development, you are going to get students, he said.

Mr. Rios asked about the role of supply. Of the 59,000 people living in Chapel Hill, he asked, what percentage is students? Mr. Laube said he could not answer off the top of his head.

Mr. Johnson recalled a point made earlier in the discussion, that students leave town in the summer. One thing we have done to restrict against students is to require year-long leases. Councilmembers Parker and Oates said that students will sign such leases, and leave in the summer anyway. Councilmember Anderson added that the result is a relatively empty downtown in the summer. We love students, she said, but we are trying to avoid the problems that arise in places that are majority students. And it is hard for families to deal with some student behaviors, and so they do not want to live next door to them.

The group reiterated that the two baseline scenarios for Mr. Laube to run are 80 residential/20 commercial and 50/50 with a normal market rate mix, and derivatives around affordable housing and a micro/1-3 BR mix. The facilitator asked if Councilmember Bell’s interest in seeing a 100% residential with significant affordable housing is reflected in those baselines. Councilmember Parker said that there will be at least one first floor with commercial, and so no scenario is going to be 100% residential. Mr. Laube said that the West Rosemary Street Development Guidelines require that. The group did not appear to support the testing of a 100% residential development at this time.

Mr. Rios said that lenders have told him that it will be very difficult to finance an age restricted project. Ms. Mann said that she has consulted with lenders and her firm’s multi-family team on this question. They are taking a very conservative stance on this, she said. Also, the Orange County Fair Housing ordinance protects age, she said. We are not opposed to design guidelines that might make it more difficult to attract a student renter, she said, but from the legal side, everyone we are talking to is advising us to be conservative in this market. Anything that gets toward discrimination could trip us into an area we hadn’t intended on entering, like veterans or race. Lenders’ counsels take hard lines on environmental issues and on discrimination, because it can expose the lenders to risks they would prefer to avoid. Councilmember Parker said that a 100% commercial development would allow the lenders to avoid that sort of risk altogether.

Councilmember Oates said that the Town Council has talked at length about establishing an Innovation District downtown. If we don’t take the steps necessary for that to happen then it is never going to happen. If we permit predominantly residential development then that is all we are going to have. This development has to have entrepreneurial space. Mr. Johnson said he could get behind that. 

Mr. Johnson asked why the Town’s zoning does not have provisions for age restrictions. Mr. Karpinos said that no one has ever asked for that to happen, although he has seen age restrictions in some Special Use permits. Councilmember Parker said that the Council team’s interest in restricting against students at this time applies only to this site. Zoning would not be the tool for achieving our goal.

Mr. Rios reiterated that an age restriction would limit the project’s finance-ability and its potential market. We would like to explore whether a unit mix exists that does not result in student housing. Councilmember Anderson said that developers have made all kinds of efforts to market apartments to people who are not students and to design students out of the mix, but it has never worked. Mr. Laube said he works all around the country, averaging about 400 unit mixes a year; you cannot do it here, he said, without age restrictions or limits on guarantors.

Mr. Rios said that the discussion here has to be about product viability. We’re suggesting some alternatives for advancing an Innovation District other than imposing age restrictions, including the integration of start up space and entrepreneurial space, activating Nunn Alley, retail activation, office activation, one to two floors of commercial, etc. We need to respect the legal and financial constraints, while at the same time working together to get to a viable project design.

Mr. Laube said he will reach out to his networks to test the assumptions advanced by both teams about the impacts of age restriction on this project. Mr. Rios said that the conversation also might include a consideration of whether there are other ways to achieve the age restriction, including through the affordable housing options. Maybe it’s not an age restriction per se, but the imposition of terms. For example, we can restrict the opportunities for people to co-sign. Other than being fixated on an age, say 21, are there other ways we can do a project that advances the Town’s interest in activating the corridor?

Councilmember Anderson said that it would be helpful for the Council team and for the process as a whole to bring some of this conversation back to the full Council. Each of us is only one of nine members of the Council. Mr. Laube should run the model, and we should come back to the table next time with a report to the group on how our colleagues are thinking about some of the most important points here.

Mr. Laube said he needs some concept designs for the 50/50 and 80/20 unit mixes. The group agreed that the West Rosemary Street Development Guide will set the context for both of those unit mixes.

Mr. Hitchings noted that the group has not yet priced out all the community benefits that are of interest to the different people around the table. The group agreed to “layer those on” after it receives the next analysis from Mr. Laube.

As the group began to reach closure on its directions to Mr. Laube, Mr. Rios said that he wanted it to be clear that the Amity team is not looking for student housing. We are looking for a multi-family unit mix that is finance-able and provides the retail, commercial, entrepreneurial, and affordability goals that will be decided upon by the principals.

Messrs. Laube, Martinson, and Jewell coordinated their schedules to ensure that a pro forma analysis based on the general concept designs and two sets of unit mixes discussed today could be provided in time for the next meeting.

Wrap Up
Mr. Martinson asked if the Town staff was open and available to working with the Amity designers in follow-up to today’s meeting, to help ensure that what will be presented later does indeed fit within the West Rosemary Street Development Guide. Maybe a quick charrette for an hour and a half?  Mr. Hitchings and Ms. Johnson agreed.

Each person at the table was invited to share final thoughts.

Mr. Johnson said that the “cards are on table.” We’re all trying to figure out how to make this work. I look forward to the report back from Mr. Laube.

Mr. Rios said that today was a great discussion. I have never done this before, but it was a good exercise that got us talking and getting out our opinions. It was a really good process today. He thanked everyone for putting out their ideas.

Ms. Mann said that her interest is in the legal side of things with the lenders, and making sure we know the challenges and can make that work as well.

Mr. Laube said that the first priority should be a definition of the building envelope, and then definition of the uses that will take place within the envelope, and then we can start talking about some of the more intricate community benefits.

Mr. Short said today was a very productive meeting. I’m glad everybody participated, he said. We’re getting down to the nuts and bolts of it.

Mr. Jewell said he appreciated the honest discussion today.

Ms. Culpepper said she is looking forward to the scenarios that Mr. Laube will be bringing back.

Mr. Karpinos said it is helpful to have a better understanding of the tradeoffs across the ways to construct these buildings based on the uses and heights of the buildings, the different construction techniques and how that affects the economics of the project.

Ms. Johnson said she hopes the one hour she has open next week will fit with Martinson’s availability.

Mr. Hitchings said he thinks the group is on a constructive path. We’re bringing good information into the process.

Councilmember Anderson said that today’s process was a good exercise. It led to an interesting conversation. I feel like we are making good progress toward figuring out where people are. I have personal concerns about the residential/commercial mix, but I’ll reserve that until I better understand how my colleagues on the Council feel. I’m one of nine, she said.

Councilmember Parker said, “So far, so good.”

Councilmember Oates said that the brainstorming with the sticky notes was a good exercise. Let’s not forget to think outside the box. I really think that to bridge our gap we will have to come up with something very creative. Chapel Hill certainly needs it, and I personally want to see something downtown that is creative.

Councilmember Bell said that she appreciated the conversation today. I feel it’s where we needed to go. I also appreciate the work we all have done up to this point, because it laid the foundation for us to have the kind of conversation that we had today. I am interested in seeing how quickly we can have the conversation we need to have with our Council colleagues. If our next meeting is on the 28th, then that does not leave us a lot of time. Basically, next Wednesday. We need a conversation with the Manager to decide how to approach the Council. I look forward to continuing to have the conversation.

The facilitator tested these agenda items for the next meeting: a report from the Council team on its consultation with the full Council; report back from Mr. Laube; and if warranted, a deeper discussion about community benefits.

In reply to a question from Councilmember Anderson, Ms. Johnson said that she and Mr. Hitchings will be participating in the public education program about Development Agreements on Monday night, in part to answer questions that might arise about the Amity process.

In reply to a question from Mr. Rios, the Council members present agreed that Mr. Laube had presented his information well at the February 8 meeting.

In reply to a question from Mr. Martinson, Ms. Johnson said that no publicity has been prepared for any public information sessions regarding Amity. Mr. Martinson said his understanding is that the next public information would be driven by the Town staff, and would be an opportunity to inform the public about what is being accomplished in these meetings. Although a February 22 date appears on the schedule adopted by the Council, Ms. Johnson said that it may be premature to do a public information session then. It is likely that it will be postponed, she said. Ms. Culpepper said that the public information session about Development Agreements on Monday will in many ways serve the same function as the public session on Amity that had been scheduled for the 22nd.

The meeting adjourned at approximately 5:00 pm.  Afterward, Mr. Hitchings called the group’s attention to the need to reconsider the February 28 negotiation session. Mr. Laube will not be available on the 28th and his participation is essential. After all consulted their calendars, the group agreed to postpone meeting # 4 from February 28 to Wednesday, March 14, 9 am – 12 Noon. It will take place at the Launch offices.
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