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Upstairs Downtown
Reclaiming Vitality

Since 2005 23 presentations in 16 states



Vacancy rates of 50% or higher

Common in Small to Mid-Sized Communities
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Upstairs Downtown
Rising Importance ot Housing



Upstairs Downtown
Major Focus for Main Street America



Upstairs Downtown
Our Focus is on Small Properties and DIY Developers

Helping communities assemble the multiple skill sets
needed by DIY developers



Typical Building on Main Street
DIY Developers

Two - three stories
Masonry bearing wall structures



Upstairs Downtown
Began in 2005

Dan Carmody was then a local community developer



Upstairs Downtown
Began in 2005

Mike Jackson was then the IL State Architect



Four Part Training Session
For community leaders and non-developers

Today’s Agenda

2:00 - 2:45 pm Market Driven Place

2:45 - 3:45 pm Architectural Assessment
3:45-4:15 pm Understanding the numbers
4:15- 4:45 pm Case studies and incentives

4:45-5:00pm Q&A



Market Driven Places
Understanding market dynamics

v'Market trends

v'Reuse scenarios
 Residential

 Office
* Hospitality
v'Building Public Support

v'Building Main Street's
capacity



Architectural Assessment
Key to Reduce Barriers to Success

Building Characteristics

v' Create Value

v' Raise/Lower Costs

Code Considerations

v' Many ways to make safer
v" Innovative & building codes
v' Raise/Lower Costs

Site Characteristics
Environmental Issues
Historic Preservation Issues
Life Cycle Analysis




Understanding the Numbers

Basic Development Financial Literacy

Basic Development Math
v Sources & Uses

v" Project Pro Forma

Key Terms

v Net Operating Income (NOI)
v Debt Coverage Ratio
The Gap

v’ Ever present

v Don't Freak Out

How Others Got Started
v Simple to Complex

v" Dual Approach



Case Studies & Incentives
Focus is on simple incentives for DIY Developers

The cost of free money kills small projects



Whose Job Is It?

DIY developers aren't real estate experts

Professional real estate developers rarely look
for buildings under 30,000 sq. ft.



Development is a Team Sport
Main Street puts the team together
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Development is a Team Sport
Scouting for Pioneers

Potential Owners/Developers with
capacity to overcome barriers to early
projects:

v Pride
Wealth

Control Construction Costs
Existing Building Owners
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Development is a Team Sport
Focus on how to get started



How can you learn more?
Visit www.upstairsdowntown.com



http://www.upstairsdowntown.com/

Let's get startea

Market Driven Places




Market Driven Places
Restoring vitality to cities and towns of all sizes

Filling up vacant and under used spaces



Shitting Local Economics
Asset-based approach to differentiate your place



Dead Places
Regardless of Prosperity

Texarkana, TX-AK

Muscatine, |A



Lively Places
Have strong competitive advantage

Nottingham, UK



Market Driven Forces
Repopulating Beloved Places

Upper floor development helps bring the
people back to Main Street



Rich History with Great Stories
Leveraging the past to build a brighter future



Leveraging Assets
Organic Storytelling



Creating a Downtown Neighborhood

One story at a time



Abilene Reporter-News
Upstairs Downtown: An introduction

Reporter catches glimpse in new series
By Greg Kendall-Ball

I've lived in Abilene for nearly 10 years, and for most of that decade, the
empty windows above McKay's Bakery on Cypress Street have taunted
me.

There were a lot of second-story spaces, it turned out, whose siren call
could no longer be ignored And with the cooperation of a few property
owners, | was granted access to those spaces and given permission to
share a glimpse of what's "Upstairs Downtown.”

There are people living and working in these spaces, and some spaces
are just waiting to be given new life. As one downtown dweller said,

"There's a whole world beyond the curb."



Great Bones
Irreplaceable architecture

One of kind heritage that is at the heart of
your town's identity



Infill Development

Success is also driven by upper floor success

Filling critical missing teeth is just as
important to restoring connectedness and
vitality to Main Street.



Housing Has Been the Key

To re-densify cores of U.S. towns and cities



Opportunities for Oftice Use

Co-working spaces fit Main Street



Live/Work Projects

Work at many price points

$300,000 — 500,000 per unit



Short Term Stays
Many Options in the Airbnb era



Urban Landscapes Evolve
As demographics and preferences shift




How to Become Lively?
It has to be authentic

Upper floor provides a steady, incremental
way to add vigor to your town’'s economy



First Rule ot Authenticity

Protect and amplify your assets!




Demographics
Drives demand for new housing forms

The most common
household type found
in 2010 US Census?

Couples with no kids

Second Place?
The Single Person

Only 21% of US households
have school-age children



Household Formation

Long term trends + Great Recession + COVID 19

v

v

Average household size continues to
decline

The rate of household formation
plunged after the Great Recession
but has recovered some.

More kids moving in with parents and
more parents moving in with kids

Childcare issues exacerbated by
COVID 19



Household Mobility

Long term trends

v" In the 1980s, nearly one in five Americans moved every
year.

v About one in ten Americans moved between 2018 and
2019.

v" Residential mobility rates have been falling for decades,
representing a cross-generational shift, with declines
particularly steep among young adults and for local
moves.

v’ The reasons behind this long-term decline are unclear
but have been linked to various factors, including
demographic change, housing affordability, and labor

Are Americans Stuck in Place?
Declining Residential Mobility in the US, MAY 2020 | RIORDAN
FROST



Shifting Consumer Preferences

What's a “"household” ?



What We Desire Changes

Variety of urban amenities as we age




What We Desire Changes

Urban amenities start inside the unit




What We Desire Changes

Urban amenities stretch down the street

The rise of craft breweries and coffee shops



Main Street Amenities
Strong competitive advantage over suburbs



Influence of Automobiles Waning
Mobility isnt what it was



Inclusive Nature of Main Street Housing
lt's everyone’s neighborhood

Market Rate Affordable
Owner Occupied Owner Occupied

Downtown

Rental Rental




Main Street Are Strong Competitors

In markets that value urban amenities & sustainability

v' Greater emphasis on aesthetics
v Access to cultural amenities

v' Access to independent
businesses

v Proximity to adult learning

N

Reduced auto dependency

N

Energy efficiency



The Future of Work

50% of the workforce will be consultants by 2025



Changing Dynamics of Live / Work
Where will people work?

v A recent McKinsey study estimated that 29% of work in
the United States could be done remotely with no
poroductivity loss, and an additional 10% could be done
remotely if needed

v Those with a college degree were over four times more
ikely than those with a high school degree or less (60%
to 13%) to work fromm home.

v" Remote work was also more common for women. About

40% of women vs. 30% of men worked from home in
May due to COVID-19.



https://www.mckinsey.com/featured-insights/future-of-work/whats-next-for-remote-work-an-analysis-of-2000-tasks-800-jobs-and-nine-countries

Great Recession / Pandemic Impacts
Regarding household mobility

v Rising housing costs in large cities
combined with the surge in remote
working gives smaller towns and cities a

chance to regain lost population



Even Less Demand for Retail Space
Pandemic Spurred Online Sales

Independent businesses are precious



Economic Diversity
We've Been Bad at Small and Medium Enterprise

Small / Medium Businesses Per 1,000

Indonesia 195,27 1

ltaly (2003) 77.68 10
Greece (2003) 69.94 17
Brazil (2002) 27 .41 58
USA (2004) 19.98 69

v" Based on Detroit’s city population, we
would host another 35,000 SME's it we

emulated Greek rather than US SME
creation rates.



Even Less Demand for Retail Space
First Floor residential



Proving Demand
When there is no supply



Proving Demand
When there is dated inventory



Traditional Market Studies

Market absorption of currently available product

The focus on comparative sales analysis feeds an
insulated spiral that reduces choice and variety of
housing product.



Housing Market Potential Studies

New data to estimate demand for urban housing

v Study Migration patterns of households that
moved in recent years now (30-50% of the total)

v" |IRS data much more current to determine where

people move from in order to better understand
draw areas.

v" Market segmentation data helps assess which new
residents will have an interest in urban housing.

Proprietary Housing Potential analysis developed by:
Zimmerman / Volk Associates, Inc. / Clinton, New Jersey



Segmentation Analysis
You are known by your expenditure pattern

v Systems classify of all US neighborhoods into
segments. (i.e. 65 for Tapestry* or 66 for PRIZM**)

v" Household buying patterns from credit card data
helps identity segments likely to be interested in
urban housing product.

*ESRI, Business Information Systems
**Claritas



Segmentation Analysis
You are known by your expenditure pattern

v' “Urban chic residents
travel extensively,
maintain luxury cars,
and embrace city
living by visiting
museums, attending
dance performances,
participating in civic
activities, such as
working for political
parties, and shopping
at upscale
establishments.



Segmentation Analysis
You are known by your expenditure pattern

v' “Laptop and
Lattes lives in
multistory
apartment
buildings with
more than 20
units, the
neighborhoods
are older, and
virtually
untouched by
urban renewal.”



Market Assessment
Using segmentation analysis

v' Each market
is a different
collection of
segments.

Urban Marketing Collaborative
MJB Consulting, NY, NY
Economic Research Associates (ERA)



More Recent Market Research
To identify current housing demand



DIY Market Research

To provide empirical evidence for demand




Public Investment in Upper Floors
Why it's a prudent investment

v" Helps activate the most authentic place in
town

v" Creates housing that enables talent to be
attracted to key employers

v' Supports independent small businesses



Leverages Previous Investment
Streetscapes, utilities, and other infrastructure



Residents Spend Money

Housing Improves the Business Climate

Mason City, IA Mason City, IA | Boston, MA (Low | Boston, MA (High
(Low Estimate) (High Estimate) Estimate) Estimate)
Rent / shelter $600 $1,000 $1,500 $2,750

Food at home S304 S506 S450 $825
Food outside the home $163 S271 $281 S516

Household furnishings and $148 S247 S244 S447
equipment

Personal care products S40 S66 S75 $138
and services

Entertainment $199 $331 $325 $596
Total Monthly Economic $1,453 S2,422 $2,875 S5,271
Impact of a New

Household on Downtown

Businesses

Total Annual Economic $17,436 $29,060 $34,500 $63,250
Impact of a New

Household on Downtown

Businesses

Generating $17.5k to $63.2k in spending for each new resident
U.S. Bureau of Labor Statistics’ Consumer Expenditure Surveys
From the At Home on Main Street



https://www.bls.gov/cex/data.htm

Main Street Housing Needs Less Subsidy

No need to extend infrastructure

v' Green field sites long benefited from
communities’ desire to grow. Cities

invested in costly extension of public
infrastructure and services.

v" Downtown housing takes advantage of
existing infrastructure and services that
require far less public investment.



Downtown Living History
Since 1977

.)r.,l.lq, - :‘
WO & . | -
< . (LS {




Market Research
1983 model unit



Incremental Approach

Started with a simple home renovation grant

$500,000 — 2-year grant from the Community Foundation



Learned from Partners
Mixed-use, mixed-income projects

Private
CRA activity
FHLB

Property Donations
Intermediaries

Project began with just the commercial space
on the ground floor



Built Organizational Capacity

By working from simple to complex

Private
CRA activity
FHLB
Property Donations
Intermediaries



Infill New Construction
Fills in the missing teeth

Connecting urban fabric is now as important
as preserving building stock.



Incremental Approach
11 projects over 10 years



Building the Team

Simple Incentives tor DIY Developers

City of Rock Island provided a simple incentive
for projects with less than six units



Main Street Programs
Teamwork Drives Success for DIY Developers



Know Thy Building Stock

To reduce barriers and increase chances for success



Authenticity Includes Everyone
Diversity is good for business

THE WAGNER

COLOR
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MARKET FORCES

One, One+ or Two-Bedroom Units

Large open floor plan ( 800-1,200+ sq. ft.)
Washer and dryer in units

One+ Large bedroom and study

All new electrical and HVAC systems

Amenities

— Outdoor balcony or deck
— Study are storage space
— Enclosed parking

— Elevator



Upstairs Downtown
One Story at a Time

Dan Carmody, Carmody Consulting
Mike Jackson, FAIA



