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changes will be made to the economic report based on comments or new information that may
come from that meeting, '
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THE SIX FACTORS IN ECONOMIC PEVELOPMENT

The Definition of Economic Development

The most basic definition of the word "economic" is "profitable". If a community seeks to
revitalize and prosper it will be necessary for economic (profitable} activity to oceur; for
the ultimate goal of revitalization is the creation of economic value (profit) for the
community and its investors; public and private.

And even though "profit" can come from improvements to the physical environment and
quality of life, economic development is essentially "adding value"(creating profit) in the
form of jobs, sales, taxes, and property value.

Fconomic improvement requires adapting economic activity to the current realities of
the market place.

The Six Economic Factors

There are six basic factors that should be considered when undertaking economic
activities. Without an understanding of these factors, it will be impossible to determine
the direction that economic activity must take in order to bring about a successful effort.
These factors are as follows:

FACTOR 1. MARKET CONDITIONS AND BUSINESS CLIMATE
Assessing this factor helps determine the status of the retail, commercial and
residential and their potential in your community. Information gathered related to
retail sales, occupancies and rents is used to assist existing businesses and to develop
recruitment materials for atiracting new businesses to your commercial districts.

FACTOR 2, RETAIL MIX

‘A market assessment and merchants' survey can provide information related to the
number and types of businesses currently in the area. From this information, the
potential for success of additional or different retail businesses can be determined.
Additionally, a personal observation should be made to determine the physical
location of retail businesses by type, in order to determine the best locations to site
additional businesses. '

FACTOR 3. REAL ESTATE AVAILABILITY AND CONDITION
This factor addresses the ability to recruit development and business. If there is no
available land or buildings or if they are overpriced or in poor condition, then it will
be difficult to carry out the revitalization effort.

FACTOR 4. PHYSICAL ENVIRONMENT AND AMENITIES




The physical environment in which business and development must function is
critical to its' success. Even the best businesses and development projects will not be
successful if the surrounding environment is run down, has few amenities and is
difficult to access.

FACTOR 5. AVATLABILITY OF CAPITAL/FINANCING

Tt is critical that adequate investment capital and attractive financing be available for
development projects. Local financial institutions must be actively involved-and
supportive of development and business in the community.

FACTOR 6. BUSINESS AND DEVELOPMENT ASSISTANCE
Business and investment decisions must be made based on complete and factual
information. One of the most important services that can be offered to potential
investors is the provision of professional business and development assistance, along
with a coordinated promotional effort.
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Statements From Draft Land Use Plan 2004

“The economy of Kure Beach is based upon tourism. The beach, the abundant fish, the
beautiful natural resources attributes found here, and the history of this place have always
been the major attractions to Kure Beach... The Town of Kure Beach is known for its
small local shops serving fishermen and beach goers. Regionally well-known restaurants
are also in operation. Residents, visitors to the beach, and residents of the surrounding
area who are drawn to the beach, all enjoy the Kure Beach restaurant opportunities.

The largest type of business category in Kure Beach is the hotel and motel rental
business.

In the fiscal year ending June 30, 2003, the Town of Kure Beach

issued 114 privilege licenses and collected $3,673 in privilege license fees. The amount
of funds collected has not shown a dramatic fluctuation between 1998-2003.

The stability of the number of these Heenses issned over the six years shown gives
credence to the statement that the business growth in Kure Beach is not keeping pace
with the residential growth. _,



Economic health and vitality is a critical part of 2 well-balanced community. Economic,
social and environmental factors must all be taken into account in a balanced way when
making any important decision about the community's future. Any city which exclusively
focuses on one of these components without regard to the others will almost certainly end
up with a very unlivable community. A healthy economy depends upon a healthy
environment. But, likewise, a protected environment in the future will depend on a
healthy economy to pay for it.” :

Background for the Report

The Town of Kure Beach is an incorporated oceanfront community in New Hanover
County with a population of approximately 1,728 permanent (year round) residents, a
seasonal population of 9,857 (year round residents plus visitors) and approximately 4,058
“day trippers™ according to the Kure Beach Land Use Plan prepared in 2004. Projected
population in 2020 is 2,628 permanent residents, 14,122 seasonal residents and 6,087
day-trippers.

A1 public meetings held during the Town of Kure Beach's Land Use Plan Update process
in 2003-2004, local citizens presenied differing opinions on the importance of the local
commercial district and retaining local businesses, particularly when considering
expansion of the commercial district. Although some indicated a need and desire for
basic goods and services to be provided in the community, others felt that services were
readily available in Carolina Beach and other areas within a reasonable distance of local
residents: The most common statement was that the beach should retain its residential,
low-rise, low-density character.

A subsequent meeting of local business property owners and operators provided another
viewpoint, reflecting a desire to retain and expand their businesses and the commercial
district, but faced with stable or declining property values in relation to residential values
in the community. They voiced their concerns at the loss of customers due o an ongoing
reduction in business and lodging facilities in Kure Beach that is occurring due to the
increasing value of property for residential uses as opposed to the stable or declining
value of commercial property. As with other beach communities in the region, the
separation of the island community from the mainland and dependence on bridge access
to leave the island for necessities and services, coupled with the large increase in traffic
during the summer season, would seem to require the need for self-contamed goods and
services, particularly convenience, gasoline, food and drug related items. Goods and
services to meet the needs of visitors must also be a consideration.



1. Market Conditions/Business Climate

1.1 RETAIL
1.1.1  QObservations

Kure Beach businesses serve a primarily local resident and seasonal visitor market and
also compete with businesses nelghbonng Carolina Beach and other areas of New
Hanover County for customers.

Our assessment of the market conditions in Kure Beach based on available information
indicates that the beach’s commercial district primarily provides goods and services to
local residents, tourists, and visitors from nearby and regional communities. Based on
merchant surveys, winter and off-season months are stow retail months, while June, July
and August are the best business months. This indicates that the beach businesses are
heavily dependent on other than the local residential population in order to support
themselves. At the current level of retail sales it is difficult to support the cost of rents
and ownership of the conymercial property.

Kure Beach has one primary commercial district (B-1) of approximately four blocks
centered around the Kure Beach Fishing Pier, but several commercial establishments are
scattered along Highway 421 (Fort Fisher Boulevard) running through the area,
connecting the various communities of the island and the island to the mainland.
Combined they provide the nucleus of shopping opportunities to the Kure Beach Market.
Tt is estimated that the retail businesses in Kure Beach capture approximately $ 9 million
of the $26 million in retail sales potential in the market area from local residents and
visitors. These sales are heavily concentrated in the Fating and Drinking category
(estimated $7 million in sales).

However, within the local resident and visitor potential there is approximately $17.5
million in potential sales primarily in the un-represented business categories of apparel,
automotive, drug store, furniture and appliances, general merchandise and
hardware/garden supplies that is not being captured by local businesses. Obviously Kure
Beach businesses lose a substantia] amount of retail trade to other businesses outside the
beach, primarily to Carolina Beach, New Hanover County and Wilmington. The reasons
cited for shopping off the beach for these items are stated as due to lack of
variety/selection, or products not offered on the beach.
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1.1.2 Recommendations

If local residents wish to retain their basic goods and services on the beach, they will
need to increase their support for local businesses and recognize that the visifor segment
of the market must also be expanded. This will require support for the development of
more lodging and residential opportunities in Kure Beach to provide customers to support
the local businesses they wish to retain. Much of this can occur in the B-1 District.

The Kure Beach business district should attempt to capture a portion of the § 17 million
in additional potential sales from the local and visitor market with a goal of increasing
annual sales by $2-3 million over the next 5 years. This can best be accomplished by
increasing the availability and/or marketing of at least some of the identified retail
opportunities including apparel, drug store, food stores, furmiture/appliances and general
merchandise, ete.; by adding stores offering these products, and/or expanding the
offerings of existing businesses.

Kure Beach businesses should understand their matkets and focus their promotional
cfforts on the markets they are most likely to attract. In most smaller communities, retail
areas function in an “inside-out” manner, with much of the retail trade being available



from nearby neighborhoods and employees. In Kure Beach this market is enhanced by
the visitor and tourism component. The identified markets, in order of future potential
are:

1) Tourists/visitors to Kure Beach

2) Permanent residents

3) Employees of local businesses on the beach

4) Citizens/visitors within one to three miles of the beach

5) New Hanover County residents

Niche Markets

“QOverage”

Where there is a large concentration of outside spending in a given category,
possibilities may exist to {ind a “niche” or additional potential within that category
that is not represented widely in the trade area. An example would be identifying
significant excess or “overage” in eating and drinking expenditures in Kure Beach
($4.3 million) and determining that the variety of eating and drinking opportunities is
limited; therefore positioning an eating and drinking business to capture this missing
clement in the supply. (i.e.; A large number of fast food and steak restaurants, but no
fine dining).

Future Market Potential

Additional “niche” markets will develop around the growth in permanent and second
homes in Kure Beach and Fort Fisher as well as the growth occurring in Carolina
Beach. The average household incomes of these new residents is considerably higher
than the New Hanover County population as a whole, offering more disposable
income potential to be captured by Jocal businesses. A corresponding increase in
seasonal populations offers additional potential for increased retail business.
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1.2 RESIDENTIAL
1.2.1 Observations

According to the US Census the permanent population of Kure Beach has grown
substantially since 1990 from 619 to approximately 1,700 permanent residents, an
annualized growth of 13.5%. The future population is estimated at between 2,157 and
2,628 by the year 2020. There has also been substantial ‘growth in the number of housing
units within the city limits with more than 1245 building permits issued between 1996
and 2003. With otily about 50% of current housing units occupied year-round, there
appears to be a steady demand for housing on the beach fueled primarily by those seeking
second homes. Some of this demand is currently being met through sales of existing
houses, which are sometimes demolished and replaced with much larger homes. There 15
also a trend towards duplex and other multi-family development in what were formerly
single-family residential neighborhoods. This creates conflicts within these
neighborhoods between those wishing to retain the single-family and “family beach”
environment and the new property owners.

The limited availability of land in the area also is driving prices of land and housing
dramatically higher, with home sales prices now as high as $575 per square fool.
Information from the TS Census and a survey of local real estate companies indicates a
residential rental market in Kure Beach with the majority of rents between §5 00 and
$1000 per month for year-round rentals. Seasonal rentals range from $800 to $1700 per
week and $125 to $500 per day.

The limited number of lots, homes, lodging rooms or apartments indicates potential
support for additional residential development “above the store” in the commercial
district of Kure Beach.

A mix of commercial-residential development, including lodging rooms, with street
levels reserved for commercial uses and residences or todging above may be the key to a
successful commercial district. Following this development approach will lessen the
impact an the residential neighborhoods, helping maintain the residential character of the
beach. The residential districts adjoining the commercial district should not be
marginalized by allowing commercial zoning and commercial intrusion.

The commercial district needs the additional quality residents and visitors that can be
provided “above the store” and in the adjacent peighborhoods in order to support the
retail businesses. Tn sorme cases existing buildings may need to be demolished and
rebuilt, while in others new in-fill construction on vacant parcels in the commercial
district could be developed as commercial-residential/lodging units.

Should this residential component be directed to and allowed in the commercial district,
some of the demand fot second homes and year round residences could be met, reducing
the pressure on long-standing single-family neighborhoads, while adding to the tax base
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of the community.
1.2.2 Recommendations

The residential areas outside and adjacent to the commercial district should remain as
low density, low-rise residential zoming. The B-1 Commescial Zone should remain
commercial but increased height and density should be considered. New lodging and
multi-family residential construction above street-level should be allowed in and steered
where possible to the commercial district in order to provide new residential and lodging
opportunities as well as help stabilize and retain the retail/commercial component of the
beach community.

1.3 OFFICE/OTHER
1.3.1 Observations

We were not able to confinn the depth of the office and service markets in Kure Beach,
however there should continue to be a reasonable market for real estate companies and
other professional offices and services that can be attracted to the area if adequate '
support services (parking, eating places, efc.) arc available,

1.3.2  Recommendations

Offices should be located where adeqguate parking and other support services can be
provided.

1.3 LODGING
1.4.1 Observations

Since the lodging industry has a direct impact on commercial activity, as well as
generating funding resources for.beach re-nourishment and marketing of the area, it is
important to understand the current lodging trend in the Kure Béach area. Information
from the Cape Fear Coast Convention and Visitors Bureau provides insight into the
declining lodging industry in Kure Beach.

There are currently sixteen motels in Kure Beach containing 309 rentable units.
Approximately 220 of these units are located in the downtown B-1 District. A survey
conducted for this report indicates average daily room rates of $78 and year-round
occupancy estimated at 58%. These properties are all owned and operated by local
operators. There are no full-service hotels or motels in Kure Beach and no national or
regional mote] chains. This number is 111 units less than in last fiscal year 2004, a
decline in rentable units of 26% in one year. It is likely that an additional 64 units will be
Jost from the market in 2005.This decline is due to the closing of five properties and
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planned closings of several others. The reason for these closings has been stated as being
primarily due to the inability to increase the number of lodging units due to height and
parking restrictions and the higher value of the land on which these lodging units sit for
redevelopment as residential units. In addition to hotel/motel units there are 209 rental
lodging tmnits contained in residential condominiums and houses. Rental rates for these
properties range from $125 per day to $1700 per week. The combined units equal 518,
down from 629 units last year.

Retail and Accommodations Analysis B-1 District

Kure Beach Retail Analysis 10/2005 Accomodatioﬁs-Analysis Oct-05

‘IB-~1 District Total Rooms 518
Roorns in Survey 232 HotellMiotel
Retail Sales/SF Total SF Rent/SF ADR QOccupancy Est. Gross Revenues
$237 59 $100 B0%
$750 510 $108 40%
$75 %3 - 365 75%
$225 24 $100
$105 $35
$80 60%
%65 $65 56%
§58 $70 58%
$126
$1,642 547 3620 A47%
$205 45,500 $12 578 58% $3,795428

Other impacts: Estimated

$227,726 6% Occ Tax 04-05
$113,863 50% local uses
$113,863 50% county use
568,318 60% beach renourishment fund

$94,886 2.50% Local Sales Tax
SOURCE; Retail and Accomodations Survey -
Oct-05

The overall impact of declining lodging options will negatively affect retail businesses by
reducing the number of visitors to the area. Declining retail sales reduces sales taxes,
which in 2004 amounted to nearly $382,000 or 18% of the Town’s budget. Further, a
declining number of hotel/motel units is expected (o have a negative impact on the
market in that lodging trends indicate that visitor stays in the region are becoming
shorter. Hotels and motels typically offer daily rate options that can accommodate these
shorter stays, while house and condeminium rentals are geared to weekly or longer stays.

Additionally, the occupancy taxes paid by the lodging industry support beach re-
nourishment and marketing of the area that enhances the visitor opportunity and business
potential. Kure Beach began collecting an occupancy tax for the first time in July 20 04,
generating more than $340,000 in occupancy tax revenues in this first year alone, with
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50% of that amount available for projects in the local community. The other 50% goes to
the CVB from which 60% provides beach re-nourishment funds and the remainder goes
io marketing the general Cape Fear Region as a whole. The local portion of this
occupancy tax is equal to 8% of the town budget. Since each beach community shares the
beach re-nourishment fund, a concern could be that Kure Beach’s opportunity to obtain
assistance from these funds might be reduced as the occupancy taxes it generates

declines.

1.4.2 Recommendations

The community should carefully consider the value of the commercial district, the visitor
economy and the impact of lost business and businesscs on local government financing.
In addition to the loss of basic goods and services, there is a financial consequence to
local citizens when local government revenues are reduced due to lost sales and
occupancy taxes that may have to be made up by increasing local property taxes,

2. Retail Mix

2.1  Observatjons

The primary business district has several good retail businesses, including a fishing pier,
convenience/food store and a number of restaurants. However, the beach citizens’
opportunity for “basic goods and scrvices” 1s met primarily by the convenience/food

store. There is no drug store on the island and no banking services without driving fo
Carolina Beach. There are thirteen existing retail related businesses the B-1 District,
including nine restauranis. Basic retail is hampered by a lack of “critical mass”; that 1s,
enough businesses and /or enough businesses of any one type to create an identity or
shopper destination. Businesses are generally clustered around the intersection of K-
Street and Fort Fisher Boulevard.

2.2 Recommendations

New businesses of the types identified in the Market Conditions section of this report
should be considered to be added to the supply, and existing businesses should be
encouraged to expand their offerings to help provide those goods and services identified.
There is some room for additional businesses of the same type, as well as those that caity
complementary merchandise and different merchandise.

A successful business mix will contain businesses that are:

Market driven

s Provide products and services that meet local needs
Financially feasible

v Have sufficient investment and financing

e Business plan based on local market data



Located appropriately
» Tn or near a “comparable cluster” of businesses
o Same customer base-different products
Example: High income; low income; retirees

e Tn or near a “complementary cluster” of businesses
e (oods and services used in conjunction with each other
Example: Women’s clothing/accessories; Convenience
Items-groceries/drugs; Furniture/appliances
s In or near a “comparative cluster” of businesses
e Same or similar products
Example: fumiture stores; jewelry stores; antique stores
w  Part of a “critical mass” of businesses
e Sufficient number of businesses and business types to
provide a destination for shopping

3. Real Estate Availability and Condition

3.1 Observations

The B-1 Commercial District accounts for less than 3.7% of the total developed area in
Kure Beach, and has virtually no building vacancy at this time. There are several vacant
- land pareels, mainly used for parking. Much of the open land is used to meet the off-
street parking requirements for the lodging industry. The tax value of commercial
property is estimated at $13.9 million or 4% of the total property value on the beach.

Buildings in the commercial district are in fair to good condition, have assessed
values around $70 per square foot, and rent at rates as high as $24 per square foot.
Assessed commercial land values average $14 per square foot while average sales of
tesidential Jand range from $85 to $138 per square foot. Estimated up-fit cost is $125-150
per square foot for a retail building and new construction costs are estimated at $150-200
per square foot. Bstimated sales prices for commercial buildings and land average $150
per square foot, but are still far below the average residential sales value of $275-575 per
square foot. This further complicates the ability of the community to retain its
commercial component. Since commercial rents must be related to the value of the
property and the desired return on investment of the property owner, along with the
ability of the commercial business to generate sales, it is critical that these items match
up. The current property values and necessary renfs seem to exceed the ability of the
commercial businesses o produce the sales volume to support the required rents. This in
essence makes the property more valuable for residential than for commercial purposes.
Should this imbalance continue, Kure Beach residents could face the loss of the
commercial services they need.

Although building occupancy of the commercial district 1s nearly 100% there is still
potential for growth in the business district and some vacatt land for expanding the
' 14



business district without encroaching on the nearby residential neighborhoods, which
should be avoided.

3.2 Recommendations

The opportunity to further develop the commercial district, particularly with an added
residential and lodging component should e considered. As we have found in other
beach communities and small town commercial districts, the added higher value of the
residential component will help offset the iower value of the commercial component,
enabling a more favorable rent to value ratio that will be more affordable for the
commercial tenant. This will be necessary if the community wishes to retain commercial
goods and serviees. 1t will be important fo educate property OWners and businesses
regarding the relationship between retail sales and rent (occupancy costs), and that if
rents (occupancy costs) become 100 high in relation to retail sales, businesses will
struggle to remain viable. With current retail sales estimated in the range of $200 per
square foot, rents should approximate $10-12 per square foot for a typical retail space.
Most rents are currently in this range but increased building and land values will create a
constant upward pressure on rents and if not corrected will cause a continued decline in
the quality and quantity of retail offerings on the beach.

4. Physical Environment and Amenities
41 Observations

The physical environment in which a business much function is critical to its success.
The design issues relating o this factor will be addressed in a future planned
revitalization report. In addition to an atfractive business environment, traffic, parking
and infrastructure issues must be sufficient to support any new development that occurs.
At present, there may be a parking shortage. Other infrastructure needs are not currently
known.

4.2 Reecommendations

An on-street parking program should be considered, and if implemented, enforced
seasonally. Information related to off-street parking options and availability for
employees should be made available to each employer, and each employer should see
that his employees are aware of this availability and that they do not park in valuable on-
street spaces, which are critical to the success of businesses.

Additional parking will almost certainly be needed for the future and should be
planned now. The shortage of land will probably require that future parking be provided
in multi-level structures or parking «“decks”. Parking decks are expensive to construct
(current estimate is $15,000 per space) and will require a parking fee for users in order to
help support the investment. Potential Jocations for decks within the commercial district
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have not been identified. Some could be contained within the structure of multi-ievel .
buildings if allowed. A minimum desirable footprint for parking decks is 125 feet by 200
feet.

5. Availability of Capital/Fipancing

51 Observations

There are no special loan programs or incentives for development in Kure Beach and
the strong residential market does not require them. However, due to the high land and
development costs and necessity for higher rents than may be justifiable for some
businesses, it may be desirable to provide some zoning incentives in order to help
maintain and recruit the basic services needed in the community.

5.2 Recommendations

Once actual development plans have been proposed for the commercial district and
rent requirements identified, appropriate incentives to encourage development that
retains a ground floor retail component for desired retail businesses may be determined.
This incentive could be incorporated into the permitting and approval process for new
projects. A requirement for retaining commercial uses on ground floors and residential
units above the ground level could be included in zoning ordinances with incentives to
allow increased height and density in the commercial district.

6. Business and Development Assistance

6.1 Observations
Business and development decisions must be based on complete and factual -
information. The Chamber of Commerce has some role in business development for the
Carolina-Kure Beach area. A local merchants association has recently been formed.
6.2  Recommendations
The information contained in this report should be provided to current and prospective

business and development prospects in order to assist them with decisiop-making.

7. ¥Feonomic Development Impact

7.1 Observations

An analysis of the development potential of the commercial district with increased height
and density indicates that, should this development be allowed, improved business
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stability could potentially result from the increased resident and visitor market. If this
development is confined to the commercial district, this improvement could occur
without increasing the height and density in or encroachment on the existing residential
neighborhoods.

Since commercial fees, property taxes, sales and occupancy taxes and other commercial
revenues provide nearly 26% of the town’s current budget revenues, it 18 important to
understand the impacts of current and future development in the comimercial district in
relation to the town’s current and future budgets.

Although it is difficult to assess the future growth and its impacts on any area with any
certainty, we have attempted to provide a format for estimating the potential economic
impact of various development activities in the analysis below. A visual representation of
this development will be included in the design section of the final report, which 1s
expected to be completed in early 2006. '

7.2 Explanation of f.conomic Analysis Approach
Tor purposes of this analysis, a table was produced which considered the followimg:

1. The current and projected size of commercial land and buildings needed to meet
the growth projections in the 2004 Draft Land Use Plan (Future 1 and 2). The
analysis considers that all future commercial growth would be accommodated in
the existing B-1 District. The table also includes growth that may exceed
projected growth demands ( Future 3-6).

2. The zoning of the current B-1 District would be amended if necessary to allow a

mix of commercial, lodging and residential uses with residential uses occutring

above the street level. Height Iimits might also be increased in but limited to the

B-1 District. Ground floor construction is considered as retail/commercial uses

with 40-50% of building space above the ground floor utilized for lodging units

and the remainder as multi-family residential development.

Land coverage/density would not exceed 60%.

4. Current property values and local property taxes, property values and taxes after
revaluation in 2007, and property values and taxes after new development occurs
are estimated. No adjustment is made in the current local tax rate of 29.5 cents
per $100.

5. Retail sales taxes generated on'current and future projected retail sales at the
current local sales tax rate of 2.5% are estimated.

6. Current and future sales and occupancy taxes generated by existing and future
lodging businesses in the B-1 District are estimated.

7. The total current and projected future annual sales tax revenues generated in the
B-1 District for the Town of Kure Beach are estimated.

8. The current and future debt these taxes can support is estimated, allocating 25%
of these revenues to debt over a ten-year period. A key consideration will be the
ability of new revenues to cover new debt required to support the projected

%]
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growth in the B-1 District. (infrastructure improvements, fire and public safety,

parking, etc.)

9. Current and future parking demand is estimated. While existing parking appears
sufficient to meet current demands, future growth will require additional parking,
most likely parking in structures. Current construction costs for parking structures

is estimated at $15,000 per parking space.

400105
ST FUTURE 3 FUTURE4 FFUTURE & FUTURE 6
e et . ik (rred@n)
458,225 458225 458,225 458,225
1,089,740 1,649,610 2,749,350 1,767,078
a8 7z 120 78
40 80 100 £5
CoryLodgirig/Res JConyLatging/Resd Com/Lodging/Res]ConLodging/Res
60% B0% BO% 80%
$265,770,500 $AT5744500 | 35095692500 | 403,238,000
$764,023 1,408,446 31,757,290 $1,189,552
$1,374,675 $1.374575 $1,374675 $1,374,675
$200,703 $301,054 3501756 $326,142
$1,080,574 $1,634,381 $2,723935 $1,770,558
53,448,975 34,418,536 $65,357,650 $4,660,926
$5,308,851 36,264,394 $B,175,880 6,500,330
2,748 4,124 6,873 4,468
700 700 700 760

DEVELOPMENT ANALYSIS
I:URE BEACH BUSINESS DISTRICT

TEM CURRENT [CURRENT WITH |[FUTURE 1: PER  |R)

REVALUATION ] LAND USE PLAN

Tand Bizelsf 458,705 458225 458,225

Bidg Size Fst. 198,330 158,330 473,265

Bidg HelghtiAwyg. EsL 18 18 30

No. Stories/Avg. Est. 15 15 25

Uses™ Comlodging Conrfiodging | Comvlodging/Res E
Lard Coveragofdansity 28% 2% 41%

Property Value™ $13,842,243| 546,266,575 $140,475,500
Properiy Toxes'" 02851 $41,130 5136487 $414,403

Retail Sales Taxes™ 0025] 5227500 §227 500 $387,500
Lodging Sales Taxes™** | 0.025] $95,773 $85,773 £195,371
Occupancy Taxes*™** 003l 5239855 5229 855 $463.800

[Totsl anmual tax revenues, 594,258 $689,615 $1,466,164
Supportable Debt*** $819,906 $1,034,459 32,243,866
Parking demand*=** 496 495 1,183

Existing parking Est. OO 700 700
Assuirptions: Developreent at completion in 2020 in 2005 dallars

* Fulure requires rezoning/Residential Upper Floors Only

IFulure Property Value: Land at $100/sf, Building at $250/sh:Reval Value at $75/sf fand and $75/sf Sullding at 80% of value
== Curent at cument sales levelifuiure at projected potentiallecal portion only

==+ Assumes allacation of 25% of propertyfsales tax reventies toward annuai debt senfce payments over 10 years
st 2.5 spaces perf 1000 sf

e Bgglimes wadmum buildeut exceeds projeded patential

== Cument based on survey 0f 232 wotrs, fulure at 40% of building used for lodging@58%0ccupancy @578 avg daily rate. Rerminder above ground level residential

7.3 Projected Economic Development Impacts

The table above and the information in Sections 7.3.1 through 7.3.4 outlines our
assessment of the potential impact of economic development if concentrated mn the
downtown B-1 Commercial District, based on consideration of the items listed in section

7.2.

©7.31 Current Situation

The B-1 District consists of approximately 10 acres or 458,225 square feet of land.
Existing buildings constitute approximately 198,330 square feet of building space

ranging from ane to three stories in height, with an average height estimated at 18 feet or
one-and-one-half stories. Present uses of buildings include retail, commercial and
lodging. There are a number of free-standing residential structures in the district as weli,
primarily along Third Strect. Land coverage is estimated at 29%, with a number of open
areas used primarily for parking. The current property tax value of the B-1 District
according to the New Hanover County Tax Department is $13, 942, 243 and local

property taxes at the current rate of §.295 per $100 of valuation would be $41,130
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annually. The local portion of retail sales taxes at the current rate of 2.5% are estimated
at $227,500 annually, and lodging sales taxes are estimated at $95,773. Based on the
local occupancy tax rate of 6% estimated revenues are $229,855 (these taxes are
forwarded to the CVB with 50% available to the local community for marketing and
other tourism related expenditures). Total annual tax revenues for the B-1 District are
estimated at $594,258. Calculating that 25% of the tax revenues (does not include room
occupancy tax) would be expended to support local debt service on a ten year
amortization schedule, approximately $820,000 of debt could be supported (plus
interest). Based on a parking demand of 2.5 spaces per 1,000 square feet of space
approximately 496 parking spaces would be required. There are approximately 700
existing parking spaces in the vicinity.

71.3.2 Current Situation after Revaluation

This column looks at the existing situation as in 7.3.1 above but adjusts the property
values and resulting property tax revenues to reflect estimates of property value 1 the
area after the 2007 revaluation by the New Hanover Tax Department. Assuming
adjustment to current estimated values, property values in the B-1 District would nearly
triple 1o $46,266,675 and property taxes would increase from $41,130 to $136,487. These
added revennes would increase supportable debt to around $1.03 mullion.

733 Futwrel and 2

The column labeled Future 1 looks at the potential for growth projected in the 2004 Draft
Land Use Plan, as well as calculations on potential retail growth as described in the retail
section of this report. The Land Use Plan anticipates commercial growth af
approximately ten additional acres of land based on population projections through 2020,
For purposes of this report, we have assumed that building space would consume 60% of
the projected land acreage (274,965 square feet), retail/commercial uses would occur on
the ground floor, 40% of building space would be used for lodging (500 rooms+-} with
the remainder used for multi-family residential apastments and condominiums (150 waits
+-) and all growth would occur in the B-1 District {an increase of building space to
473,265 square feet) rather than absorbing additional land in the area.

In order to maintain a reasonable land coverage ratio, average building heights in Future
1 would increase to 2.5 stoties (30 feet) with a maximum height of 40 -50 feet. Average
heights in Future 2 would be 4 stories {48 feet) with 2 maximum height of 60-70 feet.
Uses would include the current retail, commercial and lodging uses but multi-family
residential would be added to the mix of uses in the district as long as they occurred
above the ground level. Should this growth oceur as proj seted, the resulting increase in
property values would be to $140,475,500 and local property tax revenues would
increasc fo $414.403. Corresponding increases in retail sales taxes (33 §7.500), lodging
sales taxes ($195,371) and room occupancy taxes ($468,890) would also result. Annual
tax revenues would grow to $1,466,164 and supportable debt would increase to $2.25
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million. Parking demand would grow to 1,183 spaces, requiring 483 new spaces to be
provided if no spaces are lost to new construction.

7.3.4 Future 3-6
Future 3-5 attempts to show the impact of growth that might occur beyond the Land Use

Plan projections. Future 6 depicts an average (median) growth based on Future 3-5
estimates.

- 7.3.5 The All-Residential Beach

Although the table and sections above depict various options for development of the B-1
District for a mix of commercial and residential uses, there remains the option of an all-
residential beach community. This would of course, contemplate the elimination of the
commercial aspects of the district over some period of time. 1f this were to occur, and the
district were to be developed as a residential-only area with a 35° building height
requirement, our estimate of the property values in the district would approximate the
values shown in the Future 1 colurnn and produce essentially the same property tax
revenues. However, the sales taxes and other commercial taxes and fees would no longer
be available to the community. And unless a number of the residential units were short-
term rental units, occupancy taxes would also be eliminated. For this reason, it is our
conclusion that the resulting revenues would be lower as a residential-only development
area. These lost revenues would mosi likely be made up through increased property
taxes.

7.4  Summary of the Economic Development Analysis

Any development activity should take place based on economic feasibility. With that

assumption, the activity shown under Future 1 and Future 2 would appear to be the

most Feasible since it is based on calculations for growth contained in the 2004 Draft

Land Use Plan and the Retail Potential Analysis. The key variable in these columns is

the height and land density consideration: the more height we allow, the less land we

consume. Fature 1 contemplates an average height of 30 feet which would probably
require consideration of a maxinyum height of 40-50 feet. Land coverage would increase i
from 29% to 41%. Future 2 contemplates an average beight in the B-1 District of 48 feet

which allows fand coverage to remain at close to its current level of around 29%. In

order to maintain an average height of 48 feet it may be necessary to consider a

maximumn height of around 60-70 feet.

If building heights higher than 50 feet are considersd, a “step-back” provision might be

incorporated, whereby buildings closest to the waterfront are lower and heights increase
gradually to the maximun height as the distance from the waterfront increases.
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7.5 Conclusions and Reconmendations

The community’s commercial and residential property owners must work together to
decide & common vision for the ecenonsic future of Kure Beach. That vision should
recognize the important role of the commercial district in the overall economic health of
the community. As stated in the 2004 Draft Land Use Plan “Economic health and vitality
is a critical part of a well balanced community. Economic, social and environmental
factors must all be taken into account in a balanced way when making any important
decision about the community’s future. Any city which exclusively focuses on one of
these components without regard o the others will almost certainly end up with a very
unlivable community. A healthy economy depends upon a healthy environment. But,
likewise, a protected environment in the futare will depend on a healthy economy to pay
forit.” -

In conclusion:

Tt is our hope that the information contained in this repotl wili be used to enhance the
economy of Kure Beach while proteciing the social and environmental components as
well. We recommend maximum fexibiliiy and coopeiation among business and property
owners, residents and local government officials.

SOURCES OF INFORMATION CONTAINED TN THIS REPORY INCLUDE:

Kure Beach Land Use Plan (Draft) 2004

NCDCA Kure Beach Retail Suivey, September 2005

NCDCA Kure Beach Accommodations Survey, September 2005
US Census of Retail Trade

US Depariment of Labor Refail Expenditures Sarvay

Cape Fear Coast Convepiion and Vistiors Bureaw $rategic Marketing Plan 2005
Town of Kure Beach Zoning Ordinance

Office of North Carolina State Treasurer

NC Department of Comimerce

NC Department of Revenue

New Hanover County Tax records

Lower Cape Fear Council of Government

US Census 2000 ' '

Local and regional Real Estate scuroes/publicatiors’

Town of Kure Beach
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[SIX FACTORS OF ECONDNIG PESTRUCT SHaNGD 3 Dimmict  vARTET ASSESSMENT [SEE INSTRUCTIONS)

CITY Kure Beach ; NG T BATE ’ 0ct-05|BY: RTM

€ 2006 e L |

{1) Available Property ihvetitory o i ‘Sapa-ate form lor sacs available property)

a Address ¢ Dwioet Lisled By

b No. Floors Phona

o SizelSF B Zna Sioor Grd Fioor +

d Occtipied 8F 24 Fuwzer 3rd Floor +

e Use (Ret,Off ResM) 2nu Floor 3rd Floor +

f Tax Parcel Number Tax Value  { Tax Rate City County

g Availability {circle) ‘Lease v Ui ]

h Sale Price

1 Lease Price/SF 1st Fioor 2nd Fioor 3id Floar +

i Condition {E,G,F P} “st Flocr Zng Froor 3rd Floor +

{2) Average Sale Price per SF Towntown Ciser

k Buikding and Land ! 3160 T 425

1 Land Only T NCEE

{3) Average Rent per SF o ) . Downfown | .

m Retail . ! TTTRaE %

n Offie R Fiz00
Jo Lodging T _w } 578

p K&. Rooms| 232 Ocoupancy 58%

{4)Renovation Cost per SF ! Downtows: | suburgan

q Retail ) 125-180 :

r Office T T96-15G

E Residential _ 125-15C

15) New Consiruction Cost per SF Downtowa | Sukian

t Retail 150-200

u Office 150-200

v Residential - 150-2C0 _

(6) Market | By Use NumLer Tofal &7 Saice/SF |Employeesiresidents

w 1Retail* ] 1 i3 45500 L8200 <84 {*Toiai from Seclion (7) below
X Oifice {pvt) ! ]

¥ Office (Gov-Inst) o _PA i ]

z Residentialf/Accomodstions ! & : 55

as Service : ) I i ) T
(7) Mariet by Retail NAICS Nuroes Toial B¢ 1 SalesiSF [Employeesiresidents

bb 44§ Motor Vehicle and Parls Deaiers

[ 447 Furniliure and Hame Furpish - .

dd 443 Elecironics and Appiiances ) B

ee #44 Bidg Meterials, Garaen Eay Y H

ff 445 Food and Deverage Siores I i i

g9 446 Heallh, Drug and Persona’ Ce i 1 1
hh_ 447 Gasoline Stafiors Lo L

il 448 Clothing and ACCE w07 i . . _

i 451 Sporling Goods, Be i P ! T
ki 452 General herchanc H e )

B 453 Wiscellaneous Refaieit i 4 -
mm 721 Lodging ; & T
nn 722 Food ServiceslOninking Facas} 3

{8) Markef Demographics i ] f.ocai sonal Gaytrippers

a0 Retail Sales ; [

op Reladl Potenkial Y £21 105 G4k 84,960,516 €407, 7964

qq Fopulation ] 5,229 4,058

1 Per Capita Income L E28755

{8} Physical Environment . | NWTIBERY PR S L j L

88 Pariinglon-street ; i) : ] _

[l Parking/ofi-street L& : T
uu Public Spacelpatks ¢ s T Bemch E

vy Pub imprevementsistreelscapas TeRn T T

W 1-way Slreets ~ £ay 1 : |

XK Historic District ) K IR - ]

{10) Avaijlable Financing Type - | Source “imierest | Amortizationfienn |[Other LTV

vy Convenlional §  Standa:: ) ]

7z Special H ] T
{11} Business Assistance G 1 “Tic B “vpe Provided By;

I i I i [
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"—**—KUREBEﬁCHﬂEﬂ:Esm% Sept. 2005

|Property.Type o - . _ Blze Price PncelSF 1
Condo - R 800 $225,000

Condo R 1,000  $309,900

Condo R 1,200 $344,000

Condo R 1,000 - $435,000

Duplex R 2,100 $535,000

Res R 2400 $569,000

TH R 2500 $619,900
SUBTOTALRESB&L . ' 11,000 $3,057,800  $276]
Land R 6,534  $289,900

Land R 4792 $310,000

Land R 4,792  $475,000

land . R 4,792  $525,000

Land > R 10,018 $740,000

tand ‘ R _ 13,068 $1,450,000 _
[SUBTOTAL RESIDENTIAL LAND TR 43,998 $3,789,900 $86]
Condo 5 RWV 2,40 $1,400,000

Home RWV _ 3.500 $1,988,000
[SUBTOTAL RESIDENTIAL B&L WA® Z5Y izW?FR"f‘*_ “TTTES00 $3,388,000 $574]
Land RWV 5227  $450,000

Land RWYV 4792  $975,000

Land RWV ' 8583 $1675,000

Land RWV ' ' 5000 $1,500,000

Land . RWV 21,344 $1,750,000 ,
|SUBTOTAL RESIDENTIAL m% mwavaawmw 25946 $6,550,000 - $133] ;
B&L C o - 60,984 $9,000,000

B&L , C ) _ c ' 65,340 $11,000,000
{SUBTOTAL COMMERGIAL BaL TTTTTTT26,324 $20,000,000 §158]

SOURCE: Realtor.com
Local realtors -
DISCLAIMER: Review of sampie strigs oniy. No zpora s or other assumptions made.
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e _ KUREBEACHIAXSTUDY - - . 5ep05

B-1 District o B T"’.'Li—" S

; 7 7 .
ﬂuilﬂing\lalue Buliding Size Lznd Vaius . tmod Size  Land Size Total Value

Square feet Acras . Sguare Feet
$d0521 1888, 875600 . 007 s0dg2  $115,521
T 530,000 gz - 8712 $80,000
$80,000 0.08 26136 $60,000
$181,004 E0DS  $8L.C00 - Opie | §90.96 5261094
%37,081 1,484 $50,00C c.08 26138 $87,081
$16,638 . 400 B1B0C c.0¢ 4356 $34,638
$214,343 4952 . §750.000 0.22 G5332 5364343
$631,538 13950 . $1B8.000 p.4s 18892 3825538
_§B3020 0 i3 $60,60C Gy 57272 $113.820
$114,258 2,279 $50,009 G v -4356  $174,258
$137.838 3751 - : o3 500188 $257,828
. ooz 95832  §1s50,000
583,211 2,178 ; 0.12 57272 $143.211
$510,077 6,362 . -.5 cag  0C378 $790,074
$280,448 © 2,050 023 10088 $430447
$258,089 3,604 3754 0.5 8534  $333,889
582, . 608 3484.8 $62,675
$42,812 1,322 $75.000 g.92 - -5227.2 §1i7.812
. 576,120" 013 - 58628 576,120
: $51,112 1308 . $55.000 042 52272  $106,112
i $39,595 4,155 $ss000. . 0.7 £791.6 $84,505
$304,897 8,021 $25G,000 0.55. 23958  $554,997
$38,639 . .1,00 §55,000 042, B2 $93,630
$290,037 - 3,859 $150,000 p2i.  ©i476  §440,087
£29,300 596 $450,000 0.27 +9018.8 3175300
$50,671 1,087 55,G00 5.2 52272 $105571
§131,287 2,153 $55,000 SAZ 52272  §186,2687
$41,992 a4 $55,600 his 57272 $95,992
$54,020 1508 $BGE00 043 58628 $114,020
$55,085 1,284 $35,000 oAz 52072 S11G085
$677,249 4,343 $253,957 046 200376 $O7T.248
$283,194 2,054 £145 999 023 400188 3433193
3 617 57918 $71,474
$358,264 634 148104 $533,264
$9,358 #29 G583.2  §204,358
% $149,053 0.22 5832  $344,052
. $103,279 931 47916  $313,278
$877.296 oog . 300564  $1,327,206
; $21,594 g5 . | 6534 $96,591
% $285,025 p7e  o3I976.8  §385024
: $405,885 045 10802 $1,103,180
$21,728 C a1 47916 $144727
$50,089 042 52272 - $170,068.
B+ 0.2 52272 - '$69,999
- B00.600 pPE" 100188 $99,000
}, _ Co -$E5,000 0.11 47916 . $65,000
$81,117 . 3,190 -$120,000 923 - 100188 $201,117
$40,088 1513 - 576,000 011 47916  $110.988
$61,393 2744 . 3145500 033 - 143748 §209,893
$42,927 T2 50,000 T At - 47918 $92,927
$32,861 1286 ., 548,500 844 . 47916 362,361
$33,202 - a4BC . $4B,500 54t 47916 $62,702
$49,751 - B4R §45800 G.44 47916 $99,251
. : . 35,000 5.07 30452 535,000
BE0.00C 8.54 6098.4 $60,000
TOTAL - $7,458,708 132,250 $8.357,248 50,736 468,087 §13,842,243

{GF Oy} .

Average $56 : $E60,432 $14

SOURGE: New Hanover County Tax Recards .



Ppparel and Aocessory
- Autorrdfive Deders
Aulo Sayplies
Dryg and Fropr
[ing end Dim'jng

i

Furitre Home Fumishing
. Home Appliances, Bedro

Ceasdire ’

Ceheral Merchandise

Herdnere Lurber, Gerden

Msoellams

5%
55
5%
51
58
24 Food Stores
57
57
55
53
o2
59

B8B8E8

57,000,000
$500000
30

o
$1,000,000
0

0
§600,00G

(Ediuies Dy mjksdeﬂmy sposts, obtfes, books, <)

SORCE S Consumer Bpendiure Svey

M(y@ -
4708, 744

$5-ﬂ495

142208
2121994
006720

" B501600.
51504004

2,769,270
BT

212967
E 27,006
:‘5124780
5068063

"$499,121

o174
‘$1E074
C Hones
$375,153

655,449
Pads 721

| n0m

- 21,183
- §11258

$12458
26,023

$70,609

$13675
: §13,1689

$55!40
$44,800
$29451

1,135,365
95,031,358

$057,734,
51 437895
&QEIDSG?
$3,784,552

$706,865
2,007 553
$3,523,519
2401233
$1,579,072

$1,135,
35031,
667,734
1437,
-$4,329,063

07 07
51,206,272
. 5133 547
287 539
4555813
$656,9100
5146 5471

$141,377] -

01,511
 $704,7100
$480.247
$195814

i
Pperd éﬁmqy
Autonofive Deders

- Auto Supfies

Dug en:(ng
Eatingad Crinking

Food Steres

Furrituee, Home Fumishing
Horme Appliances, Bedio
Gasdine

CGenerd Merchandse
Hesdnere Lurber, Gasden
Miscellarea s

00,000

{Erzhxs rgirdutes Jevelry, spots, Fobties, bosks, ef)

S Carsurreer Expendiure Sunsey
Kure Bsech Land Use Flan 2004 (d &)
NCDCA

w3788

ST
47308

- g3.207, 184
| PAE2TH
BLEEE5
ga55 100

£ 425604

BT
2N
. $190IS

538,504
T Ro0h

WIBTTE

$EET2

70N L.

2051 .
L i1
. E2o483

61,70

$1,443.682

£778,524
512628

1,772,174

38414257

4,042,288
52,244,075
4,160,023
5,907,248
51,144,109
1,103,355
31305671
$5,409651
3,748,047
52464745

772974
40,414,252
$1,042.254
$2.244,07%5
52,830,071
B5.A07, 245
$1,144,103
$1,103,365
$2,123,557]
55,400,854
$3,748,047)
51,564,748

$1,882,850

$354,435

08451
5448813
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DEVELOPMENT ANALYS!5
KURE BEACH BUSINESS DISTRICT

i .
TTEN i GURRENT JCURREMT WITH 1 FUTURE 1: PER

- ~ IREVALUATION | LANDUSE PLAN
Land Sizefs 458,225 458,225 ~ 458,225
BidgSee Est. 198,330 196,330 413,265
Bidg Heighl/fvg. Est. 1 8 ., 3
No. Storlas/Avy. Ext. .5 35 s 2.5
Uses” - ConLodgingy  Corwlodging ComfLodgingfes B
\Land Goveragefdensity 20% 26% . 44% i
Property Value™ $13,942,243| 446,266,675 -5540,475,500
Property Taxes'™ D285 $41,130 3136487 3414,403
Retail Sales Taxes™* 0025 $227,500 3227500 $387,500
Lodging Sales Taxes*™™ | 0.025 $05,773 595,773 $195371
Cocupancy Taxes™* 0.06] $220,855 $220,855 '3468,820
Fotal annual ax evenues $504,258 "$6B9,615 31,466,164
Supporlable Debl™* 3810006 | 34034458 $7,243,866.
Parking demand =~ 496 495 1,183
Existing parking Est. 700 _ 10 . T
Assumplions: =

=wir 2 5 spaces per1000 o

Devalopmenl al corpletion in 2020 1 2005 dollers

* Future requiras rezoning/Resilential Upper Floors Only o . .
wFpiyre Propérty Value: Land al $100/s(, Building al $250sf;Reval Value ai 575/al tand and $75¢s0 Ruilding al 80% of value
== Curranl af curreni sales levelTulure al projected polentialitocsl narlion ohly
wrix cyament based on sunrey 0f 232 rooms, future al 4
s pnmmegialioalion of 25% of properylsales izt revenues

saenes pecnmes mesimum buildout exceeds projecied potentici

0% of bujilding usad for lodging @56 %0ccupancy
towvard shmual Gelf sanice payTments aver ADyears

10101106
S FUTURE 3 FUTURE 4 FFUTUR.E 5 FUTURE &
amatkar | [ (redian)
458,225 458,226 458,225 458,225
1,089,740 1,649,610 2,149,350 4,787,078
48 72 120 Ki:i
A 40 6.0 10.0 65
ComiLodging/Res 1Comt ndging/Res Comitudging/Res  ConvLedpingiRes
§0% B80% 60% 63%
$265,770,600 £375,744,500 $595 692,500 %403,238,000
$784,023 31,108,445 %1,767,293 $1,389,552
$1 3748675 31,374 675 $1,374,675 51,374,675
200,703 $301,054 © $501,756 $328,142
%1,089,574 %1,634,361 §2,723.935 $1,770,568
$3,448 976 54,418,536 $6,357,65% 54,650,526
$5,308,651 56,264,394 $8,175,660 95,503,330
2,748 4,124 6,873 4,468
i) 700 700 700

@578 avg.daily rate. Remminder above ground tevel residential

REVENUES

ANALYSIS OF KURE BEACH TOWR BUDGET

TOTAL GENERAL FUND BUDGET

Property Taxes
General Sales Taxes
Local Sales Taxes
Local Sales Taxes
Local Sales Taxes’
Privilege i.ice'ns_és’
Other

“TOTAL-

NOTE. DOES NOT INCLUDE LOCAL PORTION OF ROOM OCCUPANCY TAXES

5004
$2,088,085
$1.002,401
$205 680
560,832
359,853
955,576 $381,041
$3.966
! $699.777
$2,088,085

THESE TOTALED $1706,000 IN FIRET YEAR,

48.01%

18.28%

0.19%

33.51%

160.00%
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