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EXECUTIVE SUMMARY

AKRF was retained by the Town of New Castle (the Town) to study the potential for retail
market competition between existing retail uses within the Hamlet of Chappaqua (the Hamlet)
and the retail uses that could be introduced as part of the SG Chappaqua B, LLC's (the
Applicant’s) revised Preliminary Development Concept Plans for the 19.1-acre Retail Overlay
District at Chappaqua Crossing (the 2014 Revised Retail PDCP). The primary objectives of AKRF’s
analysis were as follows:

e Determine whether the 2014 Revised Retail PDCP, including the Applicant’s request to
remove the limit on the maximum number of retail stores between 1,500 and 5,000
square feet, could exacerbate potential competitive effects as compared to the
previously-analyzed and approved 2013 program, and whether potential competitive
effects could lead to significant adverse environmental impacts as defined by the State
Environmental Quality Review Act (SEQRA).

e Estimate existing consumer expenditure capture and leakage from the Hamlet by retail
type.

e Estimate the effects on consumer draw and retail expenditure capture rates of the
proposed Whole Foods grocer as compared to an A&P, as well as the competitive
effects of other potential tenants identified as part of the Applicant’s merchandising
mix.

e Describe the potential competitive effects of the inclusion of one or more restaurants in
the Chappaqua Crossing retail mix.

e Determine whether the 2014 Revised Retail PDCP, in combination with the 2014 Revised
Multi-Family Planned Development District (2014 Revised MFPD PDCP), would
constitute a “third hamlet” within the Town.

e Determine the potential competitive effects assuming a 25 to 50 percent reduction in
the amount of allowable retail at Chappaqua Crossing.

e Describe the property tax implications of a Whole Foods grocer as compared to an A&P,
and the tax implications of a smaller store format as compared to larger stores.

APPROACH

Adverse competitive effects can occur when new retail offerings substantially overlap with an
area’s existing product offerings and when the market for those products is saturated, or near
saturation. This study examines both of these factors by comparing the current retail mix within
Hamlet to the likely retail offerings at Chappaqua Crossing, and by estimating local retail
“capture rates” for existing retail and for the Chappaqua Crossing location in order to gauge the
potential for retail market saturation. A capture rate is a measure of business activity, indicating
the percentage of consumer dollars available for retail purchases that is being retained, or
“captured” by retailers in a “trade area.” A trade area is a geographic area within which a retail
store draws its business.

The competitive effects analysis utilizes a number of data sources detailed in the report,
including the following: Discussions with Sabrina D. Charney Hull, AICP, Town of New Castle
Planner; phone conversations with Philip M. Platz, Esq., Town of New Castle Assessor; AKRF field
survey data on store types and sizes; sales per square foot (psf) estimates from the Urban Land
Institute’s (ULI’s) Dollars and Cents of Shopping Centers; individual store sales estimates from
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Manta, an online source for small business data; United States Department of Labor Bureau of
Labor Statistics Consumer Expenditure Survey data; and retail sales and expenditure potential
estimates from ESRI Business Analyst Online (ESRI), a third-party data provider.

EXISTING RETAIL INVENTORY

The Hamlet contains approximately 93 retail storefronts occupying an estimated 150,600 square
feet of space. The average store size within the Hamlet is approximately 1,600 square feet,
reflecting the small business nature of the Hamlet’s retail base. Retail in the Hamlet is located in
two primary retail concentrations. One is the “downtown” area centered along King Street and
Greeley Avenue and includes the retail district as well as the Chappaqua Metro North Railroad
Station, Chappaqua Library, Bell Middle School, and Town Hall. The Hamlet's other retail
concentration is clustered around Bedford Road (Route 117) and King Street (Route 120),
approximately one mile from the Metro North Station and the downtown retail cluster.

Figure S-1: Hamlet of Chappaqua Retail Composition by Total Square Footage
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Figure S-1 illustrates the distribution of the Hamlet’s 150,600 square feet of retail space by retail
type. Over half of Chappaqua’s 150,600 square feet of retail space is occupied by stores in one
of the following three categories:

1. Personal and Laundry Services (21 percent of space, occupying 31 of Chappaqua’s 93
storefronts);

2. Clothing & Clothing Accessories (17 percent of space, occupying 12 of 93 storefronts); and

3. Food Service & Drinking Places (16 percent of space, occupying 18 of 93 storefronts).
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The remaining retail space is occupied by a variety of retail store types, including specialty food
stores and stores that cater to home needs, such as a hardware store, floral shops, and home
furnishings stores. There is currently no full-service grocery store in Chappaqua.

RETAIL CAPTURE RATES

For a relatively self-sufficient and community-oriented shopping area like the Hamlet, a capture
rate analysis is useful to confirm that retail sales are capturing a reasonable majority of their
sales without saturating or using up all available spending potential. The analysis considers
capture rates within three geographic areas numbered below. Primary trade areas are the areas
from which a retail concentration derives the largest share of repeat sales and typically
generates 70 to 80 percent of sales. A secondary trade area typically generates 15 to 20 percent
of total sales." While a small portion of sales may be derived from areas beyond, these primary
and secondary trade areas are critically important for local and hamlet-oriented retail. The
primary trade area for the proposed Chappaqua Crossing retail center is based on a drive-time
distance, rather than a simple radius as was defined for the Hamlet’s existing retail because a
vast majority of the consumer trips to Chappaqua Crossing would be automobile-based.

1. The Chappaqua Hamlet’s primary retail trade area, defined as a 1-mile radius surrounding
the Hamlet center (see Figure 3);

2. The Hamlet’s secondary trade area, defined as the Town boundary (see Figure 3);and

3. The primary retail trade area for Chappaqua Crossing, defined as a 20-minute drive-time
from the Chappaqua Crossing retail overlay district (see Figure 7).

If the total sales in a trade area are much lower than the area’s expenditure potential, then
residents are spending a large portion of their available consumer dollars outside of the trade
area, and the capture rate is low, or even zero if all sales of a category happen outside a
delineated trade area. If sales are closer in value to expenditure potential, then area residents
are likely spending a higher proportion of their available resources within the area, and the
capture rate is high. The thresholds for what constitutes a “low” or “high” capture rate vary by
retail sector and trade area, but generally, a primary trade area is expected to capture between
70 to 80 percent of sales; a “low” capture rate would fall below that range, while a “high”
capture rate would be above that range. When capture rates are high, the market may be
saturated or near-saturated (i.e., retail offerings are meeting all of the area’s consumer needs),
and new entrants to the market will be competing with existing retailers for sales. When capture
rates are low, new entrants are more likely to capture sales flowing out of the local economy;,
which has less competitive effects on local retailers.

The analysis finds that the capture rates for most retail categories are low for the Hamlet’s retail
concentrations. As shown in Table S-1 below, with the exceptions of Specialty Food Stores, Beer
Wine & Liquor Stores, Health & Personal Care Stores, Clothing & Clothing Accessories, and
Limited-Service Food Service & Drinking Places (limited-service restaurants), the capture rates
within the primary trade area of Chappaqua’s retail area fall below the 70 to 80 percent rates
that are typical of a primary trade area. This suggests that for most types of retail there is an
outflow of Town residents’ consumer spending to retail concentrations outside of Town, such as
in Mount Kisco, Pleasantville and White Plains. There are even more pronounced outflows, or
“leakage” when considering the Town’s aggregate retail sales against Town residents’ consumer

! Shopping Center Development Handbook, Third Edition, Urban Land Institute, Washington, D.C., 1999.
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potential (the secondary trade area, shown in Table S-2)—with the exception of Health &
Personal Care stores, all retail categories are experiencing substantial sales leakage to areas

outside of Town.

In contrast to the Hamlet’s existing retail trade areas, generally the capture rates are high within
the primary trade area for Chappaqua Crossing, defined as a 20-minute drive-time from the
proposed retail district (see Table S-3). This is primarily due to the fact that unlike the Hamlets’
retail trade areas, the 20-minute drive-time includes major destinations retail concentrations
outside of Town—most notably in White Plains (including the Galleria Mall), Mount Kisco and
Pleasantville—that capture consumer spending from a larger area.

Table S-1

Chappaqua Primary Retail Trade Area

Household Expenditure and Retail Sales
1-Mile Radius Surrounding Chappaqua Hamlet Center

Retail Demand | Amount Not
Average Sales from Primary |Being Captured | Primary Trade
PSF Retail Sales Trade Area in Primary Area Capture
NAICS Retail Category Assumption Estimate Households Trade Area Rate
Motor Vehicles and Parts Dealers N/A SO $26,591,895 $26,591,895 0%
Furniture & Home Furnishings $366 $1,573,179 $3,889,480 $2,316,301 40%
Electronics & Appliances N/A S0 $5,157,418 $5,157,418 0%
Building Materials, Garden Equipment &
Supply $155 $557,155 $5,997,055 $5,439,900 9%
Food & Beverage Stores $462 $3,189,406 $25,801,387 $22,611,981 12%
Grocery Stores N/A SO $22,228,546 $22,228,546 0%
Specialty Food Stores $365 $1,425,428 $1,230,475 ($194,953)* 116%
Beer, Wine & Liquor Stores $588 $1,763,978 $2,342,366 $578,388 75%
Health & Personal Care Stores $459 $15,255,889 $12,043,532 | ($3,212,357)* 127%
Personal and Laundry Services $270 $8,557,724 $3,140,376 ($5,417,348)* 273%
Gasoline Stations $1,416 $4,955,137 $12,876,577 $7,921,440 38%
Clothing & Clothing Accessories $434 $11,694,749 $11,654,106 (540,643) 100%
Sporting Goods, Hobby, Book & Music
Stores $226 $790,365 $3,521,172 $2,730,807 22%
General Merchandise Stores $489 $1,368,694 $16,567,273 $15,198,579 8%
Miscellaneous Store Retailers $325 $2,602,570 $4,318,006 $1,715,436 60%
Food Service & Drinking Places $366 $7,925,857 $15,778,960 $7,853,103 50%
Full-Service $357 $2,873,472 $8,022,467 $5,148,995 36%
Limited-Service $374 $5,052,385 S$5,787,648 $735,263 87%
Special Food Services N/A SO $1,484,419 $1,484,419 0%
Drinking Places N/A SO $484,427 $484,427 0%
Notes: All values reported in 2012 dollars.

* Negative values are reported in parenthesis and reflect a net surplus, rather than a leakage of expenditure
potential from the trade area. For these sectors sales within the trade area are greater than trade area residents’
consumer expenditure potential.

Sources:  Retail sales estimates based on AKRF retail field survey and sales per square foot estimates from ULI’s Dollars &
Cents of Shopping Centers/The SCORE 2008; retail demand estimates from ESRI Business Analyst.
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Table S-2

Chappaqua Secondary Retail Trade Area
Household Expenditure and Retail Sales
Town of New Castle

Retail Demand

Average Sales Retail Sales from Trade Amount Not
PSF Estimate (2012 Area Being Captured| Trade Area
NAICS Retail Category Assumption dollars) Households in Trade Area | Capture Rate
Motor Vehicles and Parts Dealers N/A SO $77,500,101 $77,500,101 0%
Furniture & Home Furnishings $336 $1,573,179 $11,387,370 $9,814,191 14%
Electronics & Appliances N/A SO $14,993,949 $14,993,949 0%
Building Materials, Garden Equipment &
Supply $258 $5,312,471 $17,319,410 $12,006,939 31%
Food & Beverage Stores $608 $19,819,416 $74,896,941 $55,077,525 26%
Grocery Stores $682 $15,334,293 $64,515,276 $49,180,983 24%
Specialty Food Stores $312 $1,838,250 $3,572,464 $1,734,214 51%
Beer, Wine & Liquor Stores $630 $2,646,873 $6,809,201 $4,162,328 39%
Health & Personal Care Stores $459 $17,096,572 $34,837,165 $17,740,593 49%
Personal and Laundry Services $248 $10,029,040 $8,322,784 ($1,706,256)* 121%
Gasoline Stations $1,416 $6,795,617 $37,441,414 $30,645,797 18%
Clothing & Clothing Accessories $431 $12,062,837 $34,179,535 $22,116,698 35%
Sporting Goods, Hobby, Book & Music
Stores $231 $1,500,342 $10,272,462 $8,772,120 15%
General Merchandise Stores $489 $1,368,694 $48,216,415 $46,847,721 3%
Miscellaneous Store Retailers $325 $2,602,570 $12,543,771 $9,941,201 21%
Food Service & Drinking Places $338 $10,065,827 $46,037,135 $35,971,308 22%
Full-Service $331 $3,590,810 $23,369,904 $19,779,094 15%
Limited-Service $343 $6,475,018 $16,845,919 $10,370,901 38%
Special Food Services N/A S0 $4,411,159 $4,411,159 0%
Drinking Places N/A S0 $1,410,153 $1,410,153 0%

Notes:

* Negative values are reported in parenthesis and reflect a net surplus, rather than a leakage of expenditure
potential from the trade area. For these sectors sales within the trade area are greater than trade area residents’

consumer expenditure potential.

Sources:

The secondary trade area includes retail sales estimates from both Chappaqua and Millwood. All values reported
in 2012 dollars. Data presented includes sales and expenditure potential of the primary trade areas.

Retail sales estimates based on AKRF retail field survey and sales per square foot estimates from ULI’s Dollars &

Cents of Shopping Centers/The SCORE 2008; retail demand estimates from ESRI Business Analyst.
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Table S-3

Estimated Expenditure and Retail Sales
Primary Trade Area (20-Minute Drive-Time To/From Chappaqua Crossing)
Without Chappaqua Crossing Retail

Amount Not
Retail Demand | Being Captured | Primary Trade
from Primary | in Primary Trade [ Area Capture
NAICS Retail Category Retail Sales Estimate| Trade Area Area Rate
. $678,103,361 $826,502,606 $148,399,245 82%
Motor Vehicles and Parts Dealers
. . $89,555,824 $118,800,416 $29,244,592 75%
Furniture & Home Furnishings
. . $73,963,893 $160,019,793 $86,055,900 46%
Electronics & Appliances
. . . $90,879,954 $168,338,042 $77,458,088 54%
Building Materials, Garden Equipment & Supply
$655,912,652 $829,575,589 $173,662,937 79%
Food & Beverage Stores
$518,163,794 $716,966,290 $198,802,496 72%
Grocery Stores
] 450,747,400 $39,417,265 ($11,330,135) 129%
Specialty Food Stores
87,001,458 73,192,034 13,809,424 119%
Beer, Wine & Liquor Stores ? ? > ) ’
767,606,845 375,318,397 392,288,448 205%
Health & Personal Care Stores 2 2 (> ) °
. . $271,587,556 $410,791,767 $139,204,211 66%
Gasoline Stations
330,995,617 362,817,622 32,153,284 91%
Clothing & Clothing Accessories 2 2 2 0
113,004,071 110,939,060 2,065,011 102%

Sporting Goods, Hobby, Book & Music Stores ? 2 (> ) ?

. $517,196,142 $524,856,750 $7,660,608 99%

General Merchandise Stores

. . $163,872,663 $133,981,130 (529,891,533) 122%

Miscellaneous Store Retailers

436,901,599 500,227,931 63,326,332 87%
Food Service & Drinking Places 2 > 2 0
. $248,797,602 $254,921,458 $6,123,856 98%
Full-Service
. . $124,778,559 $184,784,760 $60,006,201 68%
Limited-Service
. . $46,632,689 $44,814,754 ($1,817,935) 104%
Special Food Services
o $16,692,750 $15,706,958 (5985,792) 106%
Drinking Places

Notes: All values reported in 2012 dollars. The table sales estimates for existing stores; it does not include sales estimates
for Chappaqua Crossing’s potential retail stores.

* Negative values are reported in parenthesis and reflect a net surplus, rather than a leakage of expenditure
potential from the trade area. For these sectors sales within the trade area are greater than trade area residents’
consumer expenditure potential.

Sources:  Retail sales estimates for the Town portion of the primary trade area based on AKRF inventory and application of
sales per square foot estimates from ULI’s Dollars & Cents of Shopping Centers/The SCORE 2008. Sales estimates
outside of the Town but within the primary trade area are based on estimates from ESRI Business Analyst Online.
Expenditure potential estimates are based on ESRI Business Analyst Online.
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LIKELY RETAIL COMPOSITION AND CONSUMER BASE OF 2014 REVISED RETAIL PDCP

The 2014 Revised Retail PDCP submitted by the Applicant and illustrated in Figure 1 is located
substantially within the same southern area of the project site as the 2013 retail Preliminary
Development Concept Plan that was analyzed in the Supplemental Environmental Impact
Statement for Chappaqua Crossing, and that was analyzed by AKRF in 2013 (see Figure 6).
However, unlike the 2013 plan, with the 2014 Revised Retail PDCP a portion of the proposed
retail would not adaptively reuse the existing Reader’s Digest campus buildings for the proposed
Whole Foods grocer as an anchor tenant; instead, the Whole Foods would occupy a newly-
constructed retail building that includes approximately 40,000 square feet for Whole Foods and
10,000 square feet for another yet-to-be-determined retailer. The 2014 Revised Retail PDCP also
introduces several new design elements that, borrowing from the Traditional Neighborhood
Development architectural style, seek to increase the walkability and place-making potential of
the Retail Overlay District. In addition, as part of the 2014 Revised Retail PDCP the Applicant has
requested to remove the limit on the maximum number of retail stores between 1,500 and
5,000 square feet.

Relative to established industry standards for shopping centers, the 2014 Revised Retail PDCP
falls between two of the ULI’s classifications for shopping center type: Neighborhood Center and
Community Center. A Neighborhood Center typically encompasses 30,000 to 150,000 square
feet of gross leasable area on a three- to five-acre site. Typically anchored by a supermarket
tenant, Neighborhood Centers offer convenience-oriented complementary retail uses, especially
in the personal services and quick-service restaurant categories. According to ULI’s Dollars and
Cents of Shopping Centers, the most common retail tenants in a Neighborhood Center are
medical and dental offices, hair and nail salons, and pizza restaurants.” The current amount and
composition of retail in the Chappagua Hamlet most closely aligns with ULI's definition of
Neighborhood Center.

Community Centers tend to be larger, with a more diverse array of retail tenants and a wider
trade area; according to ULI, Community Centers offer 150,000-500,000 square feet of gross
leasable area, draw customers from a population of 40,000 to 250,000 people within a 3- to 12-
mile primary trade area, and are often anchored by a full-service supermarket. According to ULI,
many centers are built around a discount department store (rather than a traditional
department store), super drugstore, and/or a family clothing store, as well as a large
supermarket. Although the proposed 120,000 square feet of retail at Chappaqua Crossing would
be less than that offered by a typical Community Center, the development’s site plan most
closely resembles that of a typical Lifestyle sub-type® of Community Center, with landscaped
open spaces and, at least to some extent, retail offerings fronting a pedestrian thoroughfare.
Further, the selection of Whole Foods as the center’s anchor tenant would expand the center’s
primary trade area beyond that which a typical Neighborhood Center would serve, producing a
larger customer base to support higher-end retail offerings. Whole Foods tends to attract
wealthier shoppers from farther distances than a typical grocery store because of its specialized
product offerings and established brand equity.

2 Dollars and Cents of Shopping Centers/The SCORE 2008, published by ULI.

3 Lifestyle centers aim to provide leisure and/or other non-shopping amenities in addition to retail offerings. The goal
is to create a veritable place where nearby residents may choose to spend time outside of typical shopping trips.
Retail tenants at a Lifestyle center, which are typically located in affluent communities, tend to be more upscale.
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Given the knowledge of a Whole Foods grocer as an anchor tenant, the analysis includes two
case study retail centers—Kings Crossing in Fairfield, Connecticut and Milford Marketplace in
Milford, Connecticut—both of which are anchored by a Whole Foods. In addition to sharing this
anchor with the 2014 Revised Retail PDCP, the case studies were selected based on their
comparable sizes, demographics (both have trade areas with large numbers of high-income
households), and their location within close proximity to major traffic arteries.

As detailed within the case studies, Kings Crossing’s site layout and store sizes more closely
reflects the layout contemplated under the 2013 DSEIS PDCP; in addition to the Whole Foods, all
tenants are national chains with a mix of larger and smaller-sized stores, including CVS, Chipotle
Mexican Grill, Petco, Five Guys and Chase Bank. In contrast, Milford Marketplace is occupied
predominantly by smaller floorplate stores and includes both local and national retailers. The
tenant mix is heavily weighted toward Clothing & Clothing Accessory stores, Personal Care
Services, and Food Service & Drinking Places (both full- and limited-service).

The “Chappaqua Crossing Proposed Merchandising Mix” prepared by SRS Real Estate Partners
on behalf of the Applicant outlines what they view as the likely categories, potential tenants,
and floor space for the retail component of the project (see Appendix 2). The document is
organized to correspond with the 2014 Revised Retail PDCP (Figure 1) and advances a
conceptual mix of national and local retailers that the Applicant feels would be well-suited to
the project. As illustrated in Figure 1 and the Applicant’s Merchandising Mix, only three retail
uses are projected to be larger than 5,000 square feet: the 40,000-square-foot Whole Foods; a
25,000-square-foot gym; and the 10,000-square-foot “Building B.” The potential uses for
Building B are identified as the categories of Health and Beauty; Furniture and Accessories;
Stationery; Sporting Goods and Outdoors; and Footwear; although Applicant documents
indicate that Building B could be subdivided into smaller retail tenancies.

According to the Proposed Merchandising Mix, the remaining 45,000 square feet of the center’s
retail space would be divided into uses of 4,000 square feet or less. The document reflects a
wide range of potential categories and tenants, including several types of food and beverage
uses (both limited- and full-service), apparel stores, accessories boutiques, and furniture stores.
In AKRF’s opinion, many of the retailers listed in the Merchandising Mix are viable candidates for
Chappaqua Crossing, including both the national chain operators and local independent
businesses. As compared to the 2013 Retail PDCP, the 2014 Revised Retail PDCP presents a retail
layout and anchor store (Whole Foods) that would likely introduce a greater number of smaller
stores that are both national chain operators and independent businesses, most of which would
sell goods and services at mid- to high-end price points. In this respect, there would be greater
potential for retail overlap with certain retail categories within the Hamlet as compared to the
2013 Retail PDCP with an A&P anchor, which would be more attractive to larger-format national
chain stores typically found in a “power center” with a lower overall price point.

POTENTIAL FOR RETAIL OVERLAP AND COMPETITION

As was shown in Table S-2, within Town capture rates for most retail categories are low (i.e.,
below 70 percent), meaning there is leakage of consumer dollars from the Town to nearby retail
centers. Chappaqua Crossing’s retail would compete with existing retail concentrations and
larger-format stores located outside of the Hamlet trade areas to capture a portion of that
leakage. For sectors exhibiting high capture rates in Table S-3 (i.e., over 80 percent), one could
expect greater competition for sales between Chappaqua Crossing and retailers within that 20-
minute trade area—including both Hamlet and out-of-Town retailers. However, cannibalization
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of sales would be greater from larger retail centers outside of Town because those retail centers
would have greater product overlap with Chappaqua Crossing. Overall, the capture rates
indicate that both the Hamlet’s downtown and Chappaqua Crossing can co-exist as viable retail
nodes.

Nevertheless, competitive effects on stores closest to a project site can occur even when there
are substantial unspent dollars within a trade area, and therefore the potential for displacement
of existing retail establishments due to competition cannot be ruled out. However, the
competitive effects of the 2014 Revised Retail PDCP would not have the potential for significant
adverse environmental impacts because the retail program would not affect the overall viability
of the Hamlet's retail core. While competitive economic impacts are not considered
environmental impacts under SEQRA, such competitive impacts can become an environmental
concern if they result in a community character impact owing to the widespread, long term
vacancy in existing retail concentrations that affect the entire neighborhood. Individual,
isolated, and short-term vacancies would not be considered environmental impacts.

Any potential retail displacement resulting from the 2014 Revised Retail PDCP would not result
in “widespread, long-term vacancy in existing retail concentrations” for the following reasons
(detailed further in the report):

e There is no singular “anchor” retail use within Chappaqua Hamlet for which other
Hamlet retailers depend on for their viability. If one store was responsible for drawing
a substantial share of shopper traffic to the Hamlet, and that store was to be displaced,
then the retail dynamic could change in a way that jeopardizes the viability of all
retailers dependent on that consumer traffic. This is not the case in Chappaqua Hamlet,
which minimizes the threat created from the loss of any particular store. It is important
to note, however, that AKRF does not advocate this condition as a recommended retail
strategy for downtown Chappaqua. While not the subject of this analysis, AKRF
recommends that the Town explores ways to attract greater consumer interest in the
downtown through complimentary retail anchor(s), more destination retail uses, and/or
additional residential/worker populations. The positioning of such in the Hamlet would
improve shopper traffic and retail vitality irrespective of Chappaqua Crossing.

e Chappaqua’s downtown would remain more convenient to many trade area
customers. For Hamlet retail products that may substantially overlap with Chappaqua
Crossing retail, local area residents would continue to make a majority of their shopping
trips to stores closest to their homes. The Town’s existing retail inventory is weighted
toward convenience goods, personal and laundry services, and specialty shopping
goods. With many downtown retail districts in suburban locations, this shift toward a
higher percentage of convenience goods and personal services is partly the result of
such retail districts adapting to the presence of larger-format shopping goods stores
outside of downtown centers, and more recently Internet sales. Town centers have
evolved over time with these new market influences, but continue to serve an
important function of providing ready access to day-to-day needs and in providing
specialized products and services not commonly found in larger-format or
comparatively-sized national chain stores.

e Chappaqua’s downtown possesses many critical elements of an attractive retailing
location for both customers and existing/prospective retail tenants. Chappaqua’s
downtown is located within close proximity to many residents, and is at the intersection
of several key transportation routes (Routes 120, 117 and the Saw Mill Parkway). The
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downtown area includes the Chappaqua Metro North Railroad Station, Chappaqua
Library, Bell Middle School, Town Hall, the Post Office, ball fields and pocket parks.
There are also professional offices within and surrounding downtown. All of the above-
described uses generate vehicular and pedestrian traffic to and through the downtown
area on a daily basis, throughout the day and into the evening.

e There is substantial unmet consumer demand, creating opportunity for new/niche
retail uses. Given the high levels of consumer leakage in most retail categories, a vacant
storefront could more easily be re-tenanted with retail uses that are positioned to
capture that leakage. New stores have the opportunity to identify and capitalize on
unmet demand and niche retailing opportunities.

e Chappaqua Crossing would create a new consumer base for downtown retail.
Chappaqua Crossing contains a substantial amount of commercial office space, and
would include 111 new residential units. Both of these uses would present new local
consumers, who would shop at Chappaqua Crossing and who would be potential
customers for existing Hamlet stores. In addition, the Whole Foods and other retail uses
at Chappaqua Crossing would draw customers from a broad area, some of whom would
not otherwise frequent Chappaqua, and could cross-shop within the downtown area.
This cross-shopping activity could be facilitated through requirements to include signage
or other means of way-finding (e.g., information kiosk) that promotes the Town’s retail
offerings as a whole—including but not exclusive to those uses at Chappaqua Crossing.

e The Town is committed to investing in the downtown area in ways that will improve
retail conditions and solidify prospective retailers’ outlook on the location’s long-term
viability. The Town has set aside $6.5 million in its capital budget for making
improvements to the downtown’s water and sewer lines, and streetscape
improvements (including sidewalks, crosswalks and landscaping). The Town also will be
updating its Master Plan, which will explore opportunities through rezoning and
potentially transit-oriented development to better capitalize on market opportunities.
For example, potential transit-oriented-development surrounding the Chappaqua Metro
North station would likely strengthen the retail market in downtown Chappaqua. Such a
development, if properly planned and calibrated, would draw additional consumers to
the area. In addition, new housing units would increase the number of people in close
proximity (walking distance) to the downtown area, which would likely strengthen retail
sales at existing stores.

POTENTIAL COMPETITIVE EFFECTS ASSUMING 25 TO 50 PERCENT REDUCTIONS IN CHAPPAQUA
CROSSING RETAIL SPACE

If the gross leasable area devoted to retail uses at the Chappaqua Crossing site were reduced by
25 or 50 percent (resulting 90,000 square feet and 60,000 square feet of retail, respectively), the
development would be more appropriately classified as a Neighborhood Center. Neighborhood
Centers are often anchored by a supermarket, but complementary retail uses generally tend
toward smaller-floorplate, convenience-oriented retailers. Because of the smaller format of the
retail center, the primary trade area also tends to be smaller. As a result, the complementary
services generally consist of businesses with limited regional appeal, like quick-service
restaurants, medical and dental offices, and beauty salons.

Although the Whole Foods would likely draw customers from a wider trade area regardless of its
complementary retail uses, the smaller format shopping center would likely be less successful in
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creating the critical mass of retail offerings that would make the location desirable to consumers
and prospective retail tenants. Instead of offering higher-end destination retail uses, Chappaqua
Crossing would likely be tenanted with the exact types of convenience-oriented stores that
predominate in Chappaqua. In that way, the proposed reduction in retail floorspace at the
proposed center could exacerbate Chappaqua Crossing’s competitive effects on Hamlet
retailers.

2014 REVISED RETAIL PDCP AND THE 1989 TOWN DEVELOPMENT PLAN

The Town’s Planning Board requested that AKRF consider whether the 2014 Revised Retail
PDCP, with new free-standing retail and virtually no re-use of existing buildings, along with the
occupancies now proposed by the Applicant with the revised plan, creates a third hamlet, which
would be inconsistent with the 1989 New Castle Town Development Plan (the 1989 TDP).

AKRF does not view the Applicant’s proposal to forgo adaptive reuse as directly material to the
guestion of whether the 2014 Revised Retail PDCP would constitute a “third hamlet.” The action
would not increase the amount of residential use or square footage proposed as retail use; it
remains at the approved amounts of 111 residential units and 120,000 square feet of retail. In
this respect, the amount of residential and consumer traffic and overall activity would not
materially change as a result of the proposal to build more of the retail within new, free-
standing space. The 2013 Retail PDCP already advanced a site plan that included substantial new
retail development such that the newly proposed space for the anchor tenant would not
fundamentally alter the nature and character of the activities that would occur at the site.

The activity and place-making generated by the proposed mix of uses does not, in itself,
constitute a “town center” or “hamlet.” Chappaqua Crossing is not designed around, or built
upon, the density of civic and residential uses that typify a hamlet center. When viewing a town
center from this functional perspective, its primary objective is to provide a concentration of
neighborhood goods and services while allowing other locations to receive shopping goods trips,
which by their nature are more auto-dependent. There are greater numbers of residents living
within reasonable walking distances of downtown Chappaqua as compared to Chappaqua
Crossing, even when accounting for Chappaqua Crossing’s future residential population. In
addition, given the potential for linked trips between downtown retail and the Metro North
station, Town offices, Chappaqua Public Library and the Bell School, the downtown area—by
virtue of its location, residential density, and physical constraints—best functions as a place for
day-to-day neighborhood goods and services. In contrast, Chappaqua Crossing is more auto-
oriented and its retail mix is projected to be more heavily weighted toward shopping goods
trips.

Like the 2013 Retail PDCP, the 2014 Revised Retail PDCP would introduce a new retail
concentration outside of the existing hamlet centers, and in this respect is inconsistent with the
position advanced in the 1968 Town Plan of Development, and reaffirmed in the 1989 PDP.
However, in both its 2011 and 2013 Findings Statements related to Chappaqua Crossing and as
part of ongoing efforts to amend the 1989 PDP, the Town correctly recognizes that the
underlying assumptions and projections that formed the basis of the 1989 TDP’s position on this
issue have not been realized. For example, when the 1989 TDP was adopted it foresaw the IBM
Hudson Hills facility as a potential commercial center, but it was never constructed. The only
remaining campus-type office setting was the Reader’s Digest site, and the 1989 TDP did not
foresee Reader’s Digest downsizing and ultimate departure. As discussed in the 1989 TDP,
property tax revenue is an important source of revenue to the Town, and the majority of the
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property tax revenue has been generated from residential properties. In 1987 approximately
70.2 percent of the tax roll in the Town was from residential properties; only 7.5 percent of the
tax roll was generated from commercial and industrial properties, which included the Reader’s
Digest development. According to Town Assessor Phillip Platz, currently approximately 91
percent of the tax roll in the Town is from residential properties.

AKRF believes that in order to maintain its position as a “model corporate campus,” Chappaqua
Crossing should advance a mix of uses on the project site that goes beyond commercial office
space. Mixed-use projects bring vibrancy and a sense of place to the suburban landscape, and
provide a competitive edge within a suburban office market, as office and residential tenants
benefit from the close proximity of retail uses. In addition, the Applicant’s request to eliminate
restrictions related to store sizes likely reflects a desire to attract national chain stores that are
trending toward a smaller brick-and-mortar presence—retailers are seeking smaller footprints
as merchandise categories move to online channels.

PROPERTY TAX IMPLICATIONS OF THE PROPOSED WHOLE FOODS MARKET AND SMALL STORE
FORMAT

There are several commonly-used methods for determining the fair market value for parcels
that are subject to property tax. According to the Town Assessor, Philip Platz, the Town of New
Castle uses an income-based approach to assessing commercial properties. As a result of this
approach, the magnitude of revenue for the Town resulting from new ratables at the
Chappaqua Crossing site depends on the rent levels for its retail floorspace—in other words, the
higher the rents, the greater the tax revenue. It would therefore be in the Town’s best interest,
from a tax revenue perspective, for the developer to lease-up the project with tenants that can
support the highest possible rent levels.

The rents that can be achieved by a retail development are influenced by a variety of factors,
including its anchor tenants and store sizes. The rents, in turn, affect the value of the retail
center and the associated property taxes generated by the property. The selection of Whole
Foods as the project’s anchor tenant, as well as the potential shift to smaller stores described in
the 2014 revised PDCP, would result in higher rent levels not only for the supermarket space,
but also for the shopping center as a whole. Retail tenants typically aim to spend a fixed
proportion (generally 10 percent or less) of their revenue on rent expenses; therefore, a store
generating higher sales per square foot could afford to spend more on rent. According to ULI’s
Dollars and Cents of Shopping Centers, a local supermarket chain like A&P would generate
$554.92* per square foot in sales. According to Whole Foods’ financial statements, the chain’s
average sales-per-square-foot nationwide in 2013 was $937.40°. As a result, it can reasonably
expected that the property owner would command higher rent levels from Whole Foods than it
would have from A&P—and therefore, that it would assume a larger property tax burden as a
result of its selection.

A higher concentration of smaller stores would also have positive property tax implications for
the Town. In general, rent levels are inversely correlated with store size because of economies
of scale; generally as a store gets larger, its rent decreases on a per-square-foot-basis. Smaller
stores tend to sell higher-value, higher-margin goods than do larger retailers, which results in

*1n 2012 dollars.

> http://www.wholefoodsmarket.com/company-info/investor-relations/financial-results
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higher sales per square foot figures. This phenomenon would be reinforced by the selection of
the Whole Foods, which is likely to attract wealthier shoppers than would an A&P. The customer
base could a support a higher-end tenanting strategy—an assumption that is supported by the
Applicant’s Proposed Merchandising Mix, as well as the case studies included in this report.
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CHAPPAQUA CROSSING 2014 REVISED RETAIL PDCP
COMPETITIVE EFFECTS ANALYSIS

INTRODUCTION

AKRF was retained by the Town of New Castle (the Town) to study the potential for retail
market competition between existing retail uses within the Hamlet of Chappaqua and the retail
uses that could be introduced as part of the SG Chappaqua B, LLC's (the Applicant’s) revised
Preliminary Development Concept Plans for the 19.1-acre Retail Overlay District at Chappaqua
Crossing (the 2014 Revised Retail PDCP).

The 2014 Revised Retail PDCP would introduce up to approximately 120,000 square feet of new
retail at Chappaqua Crossing, located about two miles north of the Hamlet of Chappaqua’s
downtown center. The Hamlet contains a total of approximately 150,000 square feet of retail
within its downtown. The analysis assesses the potential for retail overlap between the
Hamlet’s existing retail and the new retail product and service offerings at Chappaqua Crossing,
and whether dollars would be available to support a new grocery store and other likely retail
uses at Chappaqua Crossing. While this is a quantified exercise at its core, the analysis must also
consider qualitative factors such consumer preferences, land use, traffic and neighborhood
character.

AKRF was previously retained by the Town to study potential competitive effects of the
Applicant’s 2013 Preliminary Development Concept Plan. As detailed in AKRF’s July 2013 report,
AKRF’s analysis found that there was a fairly vibrant retail environment within both hamlets
(Chappaqua and Millwood), with low vacancy rates and a range of retail product and service
offerings. However, with the exception of Personal and Laundry Services, the Town’s retail
inventory was not capturing a bulk of local residents’ consumer expenditures; these
expenditures were “leaking” from the trade area to locations in Mount Kisco, Pleasantville,
Ossining, and elsewhere. In terms of unmet consumer demand, the retail categories with the
highest leakage were generally within retail categories where products are offered in larger
formats (e.g., grocery stores and general merchandise stores). In this respect, the Chappaqua
Crossing project was found to present an opportunity to capture exported consumer dollars and
provide retail offerings as part of larger-format stores that compliments existing retail offerings.

This report builds from the 2013 analysis in considering whether the 2014 Revised Retail PDCP—
and the Applicant’s request to remove the limit on the maximum number of retail stores
between 1,500 and 5,000 square feet—could exacerbate potential competitive effects as
compared to the previously-analyzed and approved 2013 program, and whether potential
competitive effects could lead to significant adverse environmental impacts as defined by the
State Environmental Quality Review Act (SEQRA).This study also considers:

e existing consumer expenditure capture and leakage from the Chappaqua Hamlet by
retail type;

e the effects on consumer draw and retail expenditure capture rates of the proposed
Whole Foods grocer as compared to an A&P, as well as the competitive effects of other
potential tenants identified as part of the Applicant’s merchandising mix;

e the potential competitive effects of the inclusion of one or more restaurants in the
Chappaqua Crossing retail mix;
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e whether the 2014 Revised Retail PDCP, in combination with the 2014 Revised Multi-
Family Planned Development District (2014 Revised MFPD PDCP), would constitute a
“third hamlet” within the Town;

e the potential competitive effects assuming a 25 to 50 percent reduction in the amount
of allowable retail at Chappaqua Crossing; and

e the property tax implications of a Whole Foods grocer as compared to an A&P, and the
tax implications of a smaller store format as compared to larger stores.

APPROACH AND METHODOLOGY

A protective regulatory framework helps to safeguard the Town’s hamlets and commercial
centers, but also must be flexible enough to attract businesses and allow businesses and
property owners to properly adjust for changes in market conditions over time. Just as
importantly, these adjustments should reflect an overall community vision or plan for the
hamlets and retailing within and outside of the hamlets. Towns that want their downtowns to
be vital and valuable community assets need to be proactive, anticipate potential market shifts,
and find a balanced response between what is desired and what the market will support.

Using the above-described mindset, AKRF worked to understand the likely composition of stores
based on the Applicant’s 2014 Revised Retail PDCP assuming no restrictions related to store size,
and evaluated whether the changes as compared to the previously-analyzed 2013 retail concept
plan could elevate competitive effects in a manner that could lead to significant adverse
environmental impacts. The 2014 Revised Retail PDCP contains the same amount of proposed
retail space (120,000 square feet), although the store configurations have been modified to
show a new freestanding 40,000-square-foot grocery flanked by 10,000 square feet of stores in
the southern portion of the retail area, with the remaining 70,000 square feet of retail stores
arranged in format that more closely approaches a “traditional neighborhood design”
configuration along the north and south sides of the entry drive (see Figure 1).

A competitive effects analysis looks at whether new or proposed retail uses could saturate
certain sectors of the local retail market such that existing retailers would face increased
competition that, in turn, could lead to business displacement. The analysis requires
identification of existing market conditions—both in terms of the retail inventory (supply) and
expenditure potential of consumers (demand)—as well as projections of the effects of new
retail offerings on the existing market.

This Approach and Methodology section describes how the report is organized and the data
sources and methodology used for the analysis. It if followed by a Background Information
section that describes key terminology and provides information on what constitutes a
significant adverse environmental impact due to retail competition as defined under SEQRA.

The report then presents Chappaqua Hamlet’s Retail Inventory and Consumer Base. This
information is based on field surveys and internet research conducted by AKRF in June 2013,
correspondence with Sabrina Charney Hull, New Castle’s Town Planner, in August and
September 2014, and AKRF field surveys conducted in September 2014. The characteristics of
the Hamlet’s retail offerings are then used to delineate primary and secondary trade areas for
existing Hamlet retail. The demographics of the consumers living within these trade areas are
then presented using U.S. Census data and the U.S. Department of Labor Consumer Expenditure
Survey.
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The report then estimates Existing Retail Capture Rates within the primary and secondary trade
areas of retail stores within the Hamlet, and identifies and quantifies the extent of expenditure
potential leakage by retail category. Capture rate estimates are based on a combination of: field
survey data on store types and sizes; sales per square foot (psf) estimates from the Urban Land
Institute’s (ULI’s) Dollars and Cents of Shopping Centers; individual store sales estimates from
Manta, an online source for small business data; United States Department of Labor Bureau of
Labor Statistics Consumer Expenditure Survey data; and retail sales and expenditure potential
estimates from ESRI Business Analyst Online (ESRI), a third-party data provider.

The study then describes the Likely Retail Composition and Consumer Base of the 2014 Revised
Retail PDCP. With the exception of the anticipated Whole Foods grocer, specific tenants are
unknown at this time. The analysis makes reasonable assumptions about the likely size and type
of retail stores that could tenant the proposed retail space, based on the following sources of
information: 1) zoning for the Retail Overlay District; 2) proposed zoning revisions that are being
advanced by the Applicant; 2) ULI's Dollars and Cents of Shopping Centers, which provides data
on typical store composition for like-sized commercial centers; 3) case study retail
concentrations with Whole Foods as an anchor tenant; and 4) potential Chappaqua Crossing
tenants identified by the Applicant.

The analysis then considers the Potential for Retail Overlap and Competition between existing
Chappaqua Hamlet retail stores and the projected retail offerings at Chappaqua Crossing. This
includes presentation of Chappaqua Crossing’s expected primary trade area, estimated to
represent the area within a 20-minute drive of the center. Data representing the demographics
of this trade area, existing retail supply by store category, and consumer expenditure potential
was gathered using ESRI. The sector-by-sector analysis considers the potential for product
overlap, market saturation, competition and cannibalization from existing Hamlet retail sales,
and whether any identified competitive effects could result in significant adverse environmental
impacts as defined by SEQRA. The section also discusses the effects on consumer draw and retail
expenditure capture rates of the proposed Whole Foods grocer as compared to an A&P, as well
as the competitive effects of other potential tenants identified as part of the Applicant’s
merchandising mix, including the possibility of multiple restaurant tenants.

The study then describes the Potential Competitive Effects Assuming 25 to 50 Percent
Reductions in Chappaqua Crossing Retail Space. Similar to the assessment of the likely retail
inventory for the 120,000-square-foot 2014 Revised Retail PDCP, the analysis utilizes ULI’s
Dollars and Cents of Shopping Centers, which provides data on typical store composition for
various sizes of commercial centers.

In a section entitled 2014 Revised Retail PDCP and the 1989 Town Development Plan the
analysis addresses a specific concern voiced by the Town’s Planning Board: whether the 2014
Revised Retail PDCP, with new free-standing retail and virtually no re-use of existing buildings,
along with the occupancies now proposed by the Applicant with the revised plan, creates a third
hamlet, which would be inconsistent with the 1989 New Castle Town Development Plan (1989
TDP).

Finally, the report considers the Property Tax Implications of the Proposed Whole Foods
Market and Small Store Format. The analysis qualitatively compares the likely tax implications
of the 2013 Retail PDCP and the assumption of an A&P grocer as anchor with that of the 2014
Revised Retail PDCP, based in part on AKRF phone conversations with Philip M. Platz, Esq., Town
of New Castle Assessor, who provided AKRF with information on Town assessment methods.

3 RAKRIK




BACKGROUND INFORMATION
COMPETITIVE EFFECTS ANALYSES

Development activity can create retail uses that offer products and services similar in nature to
existing retail uses within a market area. Such overlap in retail offerings is not always adverse.
From the perspective of residents as consumers, additional retail adds to the variety of products
available within a local market, can lower price points, and can lead to product repositioning in
the market in ways that more effectively cater to consumers’ needs. For residents as tax payers,
additional retail uses serve to diversify the tax base of a municipality. There are also potential
benefits for existing retailers; new retail stores can renew interest in a market area, fill real or
perceived gaps in retail offerings and can create a critical mass of retail offerings in certain retail
categories that draw new consumers to a market area, which can enhance existing retailers’
customer base.

Alternatively, additional retail offerings can have adverse effects on a community—from the
perspective of both residents and retailers—when competitive effects result in business
displacement and increased and/or prolonged vacancies that, in turn, lead to neighborhood
disinvestment. Such a change may affect land use patterns and property values, as well as the
overall economic viability of a neighborhood. Adverse competitive effects are more likely to
occur when new retail offerings substantially overlap with existing product offerings in a trade
area and when the market for those products are saturated, or near saturation. Disinvestment is
more likely to occur when the effected stores anchor a retail concentration.

ANALYSIS TERMINOLOGY: “CAPTURE RATES” AND “TRADE AREAS”

The quantified analysis focuses on estimating “capture rates.” A capture rate is a measure of
business activity, indicating the percentage of consumer dollars available for retail purchases
that are being retained, or “captured” by retailers in a “trade area.” A trade area is a geographic
area within which a retail store draws a portion of its business. The delineation of a trade area is
influenced by a number of factors, including: the type, size, performance and retail mix of a
retail concentration; the type, size, performance, retail mix and location of competing shopping
areas; the transportation network around a retail concentration; and physical barriers.

Trade areas can be refined into more specific delineations, most typically starting with “primary
trade areas,” which is the geographic area from which a retail concentration derives the largest
share of repeat sales and typically generate 70 to 80 percent of sales, as well as “secondary
trade areas,” which generate 15 to 20 percent of total sales.® While a small portion of sales may
be derived from areas beyond, these primary and secondary trade areas are critically important
for local and hamlet-oriented retail.

If the total sales in a trade area are much lower than the area’s expenditure potential, then
residents are spending a large portion of their available consumer dollars outside of the trade
area, and the capture rate is low, or even zero if all sales of a category happen outside a
delineated trade area. If sales are closer in value to expenditure potential, then area residents
are likely spending a higher proportion of their available resources within the area, and the
capture rate is high. The thresholds for what constitutes a “low” or “high” capture rate vary by
retail sector and trade area, but generally, a primary trade area is expected to capture between

6 Shopping Center Development Handbook, Third Edition, Urban Land Institute, Washington, D.C., 1999.
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70 to 80 percent of sales; a “low” capture rate would fall below that range, while a “high”
capture rate would be above that range. When capture rates are high, the market may be
saturated or near-saturated (i.e., retail offerings are meeting all of the area’s consumer needs),
and new entrants to the market will be competing with existing retailers for sales. When capture
rates are low, new entrants are more likely to capture sales flowing out of the local economy,
which has less competitive effects on local retailers.

Capture rates are also affected by money flowing into an area from people who do not live in
that area, such as employees and visitors. As typical of a commercial hub, much of the sales in
Mount Kisco are from people living outside of the Village proper. According to ESRI Business
Analyst data, sales at retail stores in Mount Kisco are over three times higher than the
expenditure potential of Mount Kisco residents—so if the trade area for Mount Kisco stores was
the village boundary, the capture rate would be in excess of 300 percent.” A high capture rate is
often indicative of an area with a high proportion of destination retail, i.e., retail that will attract
customers from greater distances in order to compare price, quality, and the selection of
merchandise (as is the case in Mount Kisco). High capture rates also occur frequently in major
employment centers, due to employee and business spending, as well as in areas with a
significant tourism draw.

For a relatively self-sufficient and community-oriented shopping area like in New Castle’s
Chappaqua Hamlet (potentially including the Chappaqua Crossing project), the capture rate
analysis is useful to confirm that retail sales are capturing a reasonable majority of their sales
from a primary trade area without saturating or using up all available spending potential.

SIGNIFICANT ADVERSE IMPACTS DUE TO COMPETITION AS DEFINED BY SEQRA

Economic impacts in and of themselves—including those relating to retail competition—are not
factors that need to be, or can be, considered under State Environmental Quality Review (SEQR).
As stated in the regulations implementing SEQRA:

“The basic purpose of SEQR is to incorporate the consideration of environmental
factors into the existing planning, review and decision-making processes of state,
regional and local government agencies at the earliest possible time. To accomplish
this goal, SEQR requires that all agencies determine whether the actions they directly
undertake, fund or approve may have a significant impact on the environment.”
(Emphasis added) (6 NYRCRR Part 617.1(c)).

The regulations go on to define the environment as:

“The physical conditions that will be affected by a proposed action, including land, air,
water, minerals, flora, fauna, noise, resources of agricultural, archeological, historic or
aesthetic significance, existing patterns of population concentration, distribution or
growth, existing community or neighborhood character, and human health.”
(8617.2(1))

Several cases have been decided on this point and have consistently defined economic impacts
as outside of the realm of SEQR. In Wilder v. New York State Urban Development Corporation

7 Stores such as Target in Mount Kisco draw customers from a larger geographic area, and therefore have
a larger trade area.
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(1989), the Appellate Division of the Supreme Court stated “Simply put, an economic impact is
not a physical condition within the contemplation of [SEQRA]...The pertinent statute [SEQRA]
does not mandate consideration of economic factors.” In 1991, the New York State Court of
Appeals reiterated this finding in the case Society of the Plastics Industry v. Suffolk by stating
that “Economic injury is not by itself within SEQRA’s zone of interests.” The Supreme Court of
Tomkins County summarized New York State case law on the matter in its 1996 decision in East
Coast Development v. Kay. In that decision, the Court held that:

“A judicial consensus has emerged that SEQRA does not authorize governmental
agencies, under the guise of environmental protection, to manipulate the flow of private
investment in order to advance their own economic master plan...The [Planning] Board
decision cannot be sustained if based solely upon the anticipation that a Wal-Mart store
would adversely affect the existing downtown retail marketplace.”

Similarly, the Courts have held that in order to challenge a SEQRA determination in Court, a
party must suffer an environmental injury, not simply an economic injury. In Mobil v. Syracuse
IDA (1980), the Court of Appeals held that “To qualify for standing to raise a SEQRA challenge, a
party must demonstrate that it will suffer an injury that is environmental and not solely
economic in nature.” The Court reiterated that holding in its 1991 Society of Plastics case by
holding that “economic injury does not confer standing to sue under SEQRA.”

While competitive economic impacts are not considered environmental impacts under SEQR,
such competitive impacts can become an environmental concern if they have the potential to
affect neighborhood character by affecting the viability of neighborhood shopping areas. The
New York State Court of Appeals specifically affirmed the relevance of such community
character impacts to SEQR analyses in its 1986 ruling in the case Chinese Staff & Workers
Association v. City of New York. In that case, the court held that:

“The impact that a project may have on population patterns or existing community
character, with or without a separate impact on the physical environment, is a relevant
concern in an environmental analysis since the statute includes these concerns as
elements of the environment.”

Therefore, there may be potential for significant adverse environmental impacts if a project
would decrease shopper traffic in an existing neighborhood center such that the area is no
longer economically viable. In that case, there would be a community character impact owing to
the widespread, long term vacancy in existing retail concentrations that affect the entire
neighborhood. Individual, isolated, and short-term vacancies would not be considered
environmental impacts under SEQR even though they may be economic impacts of a project.

CHAPPAQUA HAMLET’S RETAIL INVENTORY AND CONSUMER BASE

A community’s retail base involves a wide range of commercial businesses including stores
selling any variety of merchandise, including food stores from delis to supermarkets, restaurants
and drinking establishments, and personal services (such as banks, insurance agencies, or hair
and nail salons). A vast majority of the Town’s existing retail base is concentrated within the
Hamlets of Chappaqua and Millwood. Based on retail field surveys conducted by AKRF in June
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2013% and September 2014, Chappaqua contains approximately 93 storefronts occupying an
estimated 150,600 square feet of space (including two storefronts that are currently vacant).
The average store size in Chappaqua is approximately 1,620 square feet, reflecting the small-
business nature of the existing Hamlet and retail base. Appendix 1 identifies the Hamlet’s
storefronts and store sizes.

Retail in the Hamlet is located in two primary retail concentrations. One is the “downtown” area
centered along King Street and Greeley Avenue and includes the retail district as well as the
Chappaqua Metro North Railroad Station, Chappaqua Library, Bell Middle School, and Town
Hall. Retail caters primarily to local residents, local employees and commuters, with some stores
drawing from a slightly larger consumer base. There is a variety of food service and drinking
places, including limited-service food establishments (such as The Bagel Emporium, Mario’s
Pizza, Dunkin Donuts, and Hall of Scoops), specialty food stores (such as Chappaqua Village
Market and Susan Lawrence Foods, which has seating), and full-service restaurants (such as
Waka Asian Bistro, Le Jardin Du Roi, and Chappaqua Restaurant & Café). There are many
personal and laundry service businesses, including hair and nail salons, day spas, and dry
cleaners. There are also boutiques and home goods stores (e.g. Petticoat Lane, Family Britches,
Breeze, and Aurora). All of these retail storefronts are intermixed with a variety of professional
office uses, some in second-story spaces.

While adjacent to the train station, downtown retail and civic areas are separated by the Route
120 bridge and large surface parking lots, so there is not a lot of pedestrian interaction. Parking
in downtown is not metered, and generally can be found on-street with 2- and 3-hour
regulations or in the parking lots near or behind several of the stores. In general, the stores in
this area close by 7 pm during the week with the exception of the eating and drinking
establishments and the liquor store.

The Hamlet’s other retail concentration is clustered around Bedford Road (Route 117) and King
Street (Route 120), approximately one mile from the Metro North Station and the downtown
retail cluster. Bedford Road is a north-south route serving as the historic connection between
Chappaqua and Pleasantville to the south and Mount Kisco to the north (Route 117 also
provides direct access to the proposed Chappaqua Crossing project about two miles to the
north). King Street is an east-west connector from Millwood to the west through Chappaqua and
toward North Castle, as well as further east and south. Between the two Hamlet centers, King
Street also serves as a local road with a variety of small stores and services.’ At the top of the
hill, the Bedford/King Street retail node caters mainly to local customers; there’s a Walgreens
pharmacy, deli, dry cleaner, bank, pet store, liquor store, florist, hair salon, and restaurants. In
general, parking in this area can be found in parking lots adjacent to the retail stores. An
approximately 20,000-square-foot center is anchored by the Walgreens and contains a few
smaller stores including a Chase Bank, dry cleaners and liquor store.

& AKRF’s 2013 analysis verified and expanded upon retail inventory data compiled by HR&A, Inc. for the Applicant’s
Chappaqua Crossing Supermarket and Retail Market Analysis (dated February 25, 2013).

° Topography change along this portion of King Street favors vehicle-based consumer trips, and makes retail and
office uses less concentrated as compared to the above-described clusters.
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Table 1
Storefronts in Chappaqua

# of Average % of % of Total
NAICS Retail Industry Category Storefronts SF Size | Storefronts SF
Motor Vehicles & Parts Dealers 0 0 0 0 0
Furniture & Home Furnishings 3 4,300 1,433 3
Electronics & Appliances 0 0 0 0 0
Building Materials, Garden Equipment & Supply 1 3,600 3,600 1 2
Food & Beverage Stores 5 6,900 1,380 5 5
Grocery Stores 0 0 0 0 0
Specialty Food Stores 3 3,900 1,300 3 3
Beer, Wine & Liquor Stores 2 3,000 1,500 2 2
Health & Personal Care Stores 5 33,200 6,640 5 22
Personal and Laundry Services 31 31,700 1,023 33 21
Gasoline Stations 2 3,500 1,750 2 2
Clothing & Clothing Accessories 13 27,100 2,085 14 18
Sporting Goods, Hobby, Book & Music Stores 3 3,500 1,167 3 2
General Merchandise Stores 2 2,800 1,400 2 2
Miscellaneous Store Retailers 9 8,000 889 10 5
Food Service & Drinking Places 17 22,200 1,306 18 15
Full-Service 6 9,000 1,500 6 6
Limited-Service 11 13,200 1,200 12 9
Special Food Services 0 0 0 0 0
Drinking Places 0 0 0 0 0
Vacant' 2 3,800 1,900 2 3
Total 93 150,600 | 1,619 100% 100%

Source: AKREF, Inc. field survey conducted in June 2013, updated in September 2014 based on field survey and
information provided Sabrina Charney Hull, Town Planner for the Town of New Castle.

Note: 1. This includes the recently-vacant storefronts formerly occupied by King Street Restaurant & Bar and Gail
Patrick’s.
2. Percentage figures may not add up to 100 because of rounding.

As shown in Table 1, about one-third of the storefronts in Chappaqua provide personal and
laundry services, including 14 hair/beauty salons, 4 nail salons, 1 day spa, and 6 dry cleaners.
These personal and laundry services make up approximately 21 percent of the total retail square
footage in Chappaqua (see Figure 2). The next-highest concentration of stores in Chappaqua
includes food service and drinking places, which account for 17 percent of storefronts in the
Hamlet. Of the 17 restaurants in Chappaqua, there are 6 full-service restaurants and 11 limited-
service restaurants. Clothing and clothing accessories stores make up 14 percent of Chappaqua’s
retail inventory, and represent 18 percent of Chappaqua’s retail space. Although there are no
full service grocery stores in this hamlet, there are three specialty food stores, including
Chappaqua Village Market and Kendall’s Om Cafe' There are also stores that cater to home
needs, such as a hardware store, three floral shops, and a few home furnishings stores.

5 addition, Susan Lawrence Gourmet Foods is a specialty food store. However, for this analysis, it is classified as a
limited service restaurant since it provides tables for its customers.
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Figure 2
Chappaqua: Distribution of square footage by store type
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PRIMARY AND SECONDARY TRADE AREAS FOR HAMLET RETAIL

Based on the nature and types of retail uses described above, it is reasonable to assume that
most Chappaqua Hamlet retail store sales are generated by local residents. A majority of stores
offer convenience goods'' and neighborhood services, which are most often purchased close to
home. Shopping goods' stores within the Hamlet are generally less than 2,000 square feet in
size, and therefore do not carry the quantity and diversity of product lines necessary to draw a
majority of customers from a larger area. Therefore, for purposes of this analysis the primary

" Convenience goods is a retail trade term referring to a variety of goods that typically do not require comparison
shopping, but rather are more readily purchased in stores more convenient to home or work. Foods for home
consumption, both fresh and frozen, as well as dry goods for home use, such as housekeeping supplies, make up the
largest portion of convenience goods sales. These products are typically found in supermarkets, grocery stores, meat
and fish markets, bakeries, fruit and vegetables markets, and candy and nut stores. The category also includes the
sale of prescription and over-the-counter drugs, personal care items, and health and beauty aids commonly found in
neighborhoods drug stores. Tobacco products, newspapers and magazines, fresh flowers, and pet food supplies make
up the remainder of the convenience goods category.

12 Shopping goods is a retail term referring to a variety of goods for which consumers generally travel farther to
compare price, quality, and variety of merchandise. The types of goods typically included in the shopping goods
category are general merchandise, apparel and accessories, home furnishings, furniture, and equipment, and
miscellaneous shopping goods, including sporting goods, books, stationery, jewelry, hobbies, toys, games, cameras
and photographic supplies, gifts, novelties, and souvenirs, luggage and leather goods, sewing needlework, piece
goods, and optical goods.
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trade area for Hamlet’s retail stores—i.e., the area within which a bulk of the stores’ repeat
customer base is located—is delineated as a 1-mile radius surrounding the retail concentrations
within Chappaqua (see Figure 3).

The secondary trade area for Chappaqua’s existing retail is defined as the Town boundary. This
is the geography within which nearly all of store sales are expected to originate, but not the area
in which all Town residents’ purchases are made. Typically consumers will travel further for
certain types of goods, particularly for shopping goods, as well as for goods that are not
available within the local market (e.g., automobile purchases). In addition, some Town residents
live closer to retail concentrations outside of the Town’s hamlets, and a percentage of residents’
consumer expenditures are made near their places of work, which for many is not within Town.

It should be noted that the above-described trade area delineations—the 1-mile radius for the
primary trade area and the Town boundary for the secondary trade area—were the same
delineations used for AKRF’s 2013 analysis. As detailed below, the inclusion of a Whole Foods
grocer rather than an A&P alters the assumption of the primary trade area for Chappaqua
Crossing, but would not substantively affect the primary trade area for the Hamlet’s retail base.
While additional shoppers from further distances may travel to the Town for shopping at
Chappaqua Crossing—and some of those customers would “cross shop” in Chappaqua’s
downtown—those new shoppers would not be expected to be regular, customers that
constitute a majority of shopping trips to the downtown area. Rather, the inclusion of a Whole
Foods could widen the secondary trade area for the Hamlet’s retail.

DEMOGRAPHIC PROFILE OF PRIMARY AND SECONDARY TRADE AREAS

The demographic profile of a consumer base—including numbers of people living in a trade
area, their household income, and their expenditure patterns—are defining characteristics of an
area’s market potential.

Table 2 below presents a summary of key demographic variables for the primary and secondary
trade areas. For comparison purposes, the table also presents demographics for a broader trade
area utilized later in the analysis—defined as a 20-minute drive-time from the Chappaqua
Crossing project site—as well as for Westchester County.

Table 2
Primary and Secondary Retail Trade Area Consumer Demographics
Chappaqua Hamlet Chappaqua Hamlet | Chappaqua Crossing
Retail Primary Trade |Retail Secondary Trade| Primary Trade Area
Area Area (Town of New (20-Minute Drive Westchester
(1-Mile Radius) Castle) Time) County
Population 6,054 17,703 282,976 955,551
Households (HHs) 2,200 5,844 99,303 347,767
Average HH Size 2.7 3.0 2.7 2.65
Median HH Disposable
Income $121,844 $132,891 $78,845 $62,030
Per Capita Income $80,332 $80,297 $54,953 $47,516
Source: ESRI Business Analyst Online 2012 estimates based on U.S. Census data and U.S. Department of Labor
Consumer Expenditure Survey.

As shown in Table 2, the primary trade area and the Town as a whole contain more affluent
populations as compared to Westchester County, which itself is relatively affluent as compared
to national averages. These higher levels of affluence translate to higher annual consumer
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expenditure in all retail categories. For example, according to the most recent U.S. Department
of Labor Consumer Expenditure Survey, a household with pre-tax income of $70,000 to $79,999
spends an average of $4,558 annually for food at home (i.e., groceries) and $3,204 for food
away from home (i.e., restaurants); a household with pre-tax income in excess of $150,000
spends an average of $6,837 for food at home and $6,361 for food away from home.

EXISTING RETAIL CAPTURE RATES

The following section presents estimated capture rates for the primary and secondary trade
areas of existing Chappaqua Hamlet retail stores. Capture rates are estimated by retail category
according to the North American Industrial Classification System (NAICS).

CHAPPAQUA HAMLET PRIMARY TRADE AREA

As shown in Table 3 below, the capture rate—or the percentage of retail expenditure potential
(i.e., retail demand) that is being met by Chappaqua retail stores—varies considerably by retail
type. Certain retail industry groups—such as Motor Vehicles & Parts Dealers and Full Service
Grocery Stores—are not present within Chappaqua and therefore the capture rates for these
categories are zero.

Other retail industry groups—such as Building Materials, Garden Equipment & Supply and
General Merchandise Stores—are capturing only a small percentage of local area consumers’
spending because few existing retail stores provide these types of goods and services. Generally,
low capture rates for categories such as these are not surprising, because many are willing to
travel longer distances to compare prices and variety with these types of “shopping goods.”

Conversely, sales in the Specialty Food Stores category, which includes stores such as
Chappaqua Village Market and Kendalls’ Om Kitchen, exceeds the expenditure potential of
consumers within a 1-mile radius, indicating a broader customer base for these specialized food
offerings. Although less substantial, stores within the Clothing and Clothing Accessories retail
category, which has an estimated 100 percent capture rate, also appear to be drawing many
customers from a broader area which is consistent with the regionally recognized shops such as
Family Britches and Squires.

One notable outlier is the Personal and Laundry Services category, which includes retail uses
such as spas, nail salons, dry cleaning, beauty salons, and pet grooming.”® The 273 percent
capture rate shows that collectively, these types of services draw from a broader area, and
suggests possible overestimates of sales and/or underestimates of expenditure potential for this
category. Regardless, this retail type does not need to be specifically attracted to the Hamlet or
the new Chappaqua Crossing project.

2 The Personal and Laundry Services category (NAICS Code 812) captures a broad range of businesses
whose primary function is to provide a personal or laundry service, rather than a retail product. This
includes dry cleaners, pet care, and spa/nail/hair. Personal Care Services (NAICS Code 8121) is a sub-set of
Personal and Laundry Services, and includes stores such as barber and beauty shops, nail salons and spas
that provide appearance care services to individual consumers. These stores may also sell personal care
products (e.g., a hair salon will sell hair care products) that would be found in Health & Personal Care
Stores, but their principal business activity is selling the service, not the product.
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Table 3

Chappaqua Primary Retail Trade Area

Household Expenditure and Retail Sales
1-Mile Radius Surrounding Chappaqua Hamlet Center

Retail Demand | Amount Not
Average Sales from Primary |Being Captured | Primary Trade
PSF Retail Sales Trade Area in Primary Area Capture
NAICS Retail Category Assumption Estimate Households Trade Area Rate
Motor Vehicles and Parts Dealers N/A SO $26,591,895 $26,591,895 0%
Furniture & Home Furnishings $366 $1,573,179 $3,889,480 $2,316,301 40%
Electronics & Appliances N/A SO $5,157,418 $5,157,418 0%
Building Materials, Garden Equipment &
Supply $155 $557,155 $5,997,055 $5,439,900 9%
Food & Beverage Stores $462 $3,189,406 $25,801,387 $22,611,981 12%
Grocery Stores N/A SO $22,228,546 $22,228,546 0%
Specialty Food Stores $365 $1,425,428 $1,230,475 ($194,953)* 116%
Beer, Wine & Liquor Stores $588 $1,763,978 $2,342,366 $578,388 75%
Health & Personal Care Stores $459 $15,255,889 $12,043,532 | ($3,212,357)* 127%
Personal and Laundry Services $270 $8,557,724 $3,140,376 ($5,417,348)* 273%
Gasoline Stations $1,416 $4,955,137 $12,876,577 $7,921,440 38%
Clothing & Clothing Accessories $434 $11,694,749 $11,654,106 ($40,643) 100%
Sporting Goods, Hobby, Book & Music
Stores $226 $790,365 $3,521,172 $2,730,807 22%
General Merchandise Stores $489 $1,368,694 $16,567,273 $15,198,579 8%
Miscellaneous Store Retailers $325 $2,602,570 $4,318,006 $1,715,436 60%
Food Service & Drinking Places $366 $7,925,857 $15,778,960 $7,853,103 50%
Full-Service $357 $2,873,472 $8,022,467 $5,148,995 36%
Limited-Service $374 $5,052,385 $5,787,648 $735,263 87%
Special Food Services N/A S0 $1,484,419 $1,484,419 0%
Drinking Places N/A S0 $484,427 $484,427 0%

Notes:

All values reported in 2012 dollars.

* Negative values are reported in parenthesis and reflect a net surplus, rather than a leakage of expenditure
potential from the trade area. For these sectors sales within the trade area are greater than trade area residents’
consumer expenditure potential.

Sources:

Cents of Shopping Centers/The SCORE 2008; retail demand estimates from ESRI Business Analyst.

Retail sales estimates based on AKRF retail field survey and sales per square foot estimates from ULI’s Dollars &

CHAPPAQUA HAMLET SECONDARY RETAIL TRADE AREA

Table 4, below, presents estimates of the amount of Town residents’ consumer expenditure
potential that is being met by Town retail stores, including both hamlets’ retail offerings. This
secondary trade area—the Town in its entirety as shown in Figure 3—includes the sales and
expenditure potential of the 1-mile radius primary trade area presented above (i.e., the
secondary trade area is inclusive of the primary trade area). As shown in Table 4, the capture
rates for all Town retail stores vary by retail type, but with the exception of Personal and
Laundry Services, capture rates for all retail categories are well below what is typical of a trade
area. Even for shopping goods, for which consumers tend to travel farther, the capture rates are
below what is typical of suburban and even some rural areas.
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Table 4

Chappaqua Secondary Retail Trade Area
Household Expenditure and Retail Sales
Town of New Castle

Retail Demand
Average Sales Retail Sales from Trade Amount Not
PSF Estimate (2012 Area Being Captured| Trade Area
NAICS Retail Category Assumption dollars) Households in Trade Area | Capture Rate

Motor Vehicles and Parts Dealers N/A SO $77,500,101 $77,500,101 0%
Furniture & Home Furnishings $336 $1,573,179 $11,387,370 $9,814,191 14%
Electronics & Appliances N/A SO $14,993,949 $14,993,949 0%
Building Materials, Garden Equipment &
Supply $258 $5,312,471 $17,319,410 $12,006,939 31%
Food & Beverage Stores $608 $19,819,416 $74,896,941 $55,077,525 26%

Grocery Stores $682 $15,334,293 $64,515,276 $49,180,983 24%

Specialty Food Stores $312 $1,838,250 $3,572,464 $1,734,214 51%

Beer, Wine & Liquor Stores $630 $2,646,873 $6,809,201 $4,162,328 39%
Health & Personal Care Stores $459 $17,096,572 $34,837,165 $17,740,593 49%
Personal and Laundry Services $248 $10,029,040 $8,322,784 ($1,706,256)* 121%
Gasoline Stations $1,416 $6,795,617 $37,441,414 $30,645,797 18%
Clothing & Clothing Accessories $431 $12,062,837 $34,179,535 $22,116,698 35%
Sporting Goods, Hobby, Book & Music
Stores $231 $1,500,342 $10,272,462 $8,772,120 15%
General Merchandise Stores $489 $1,368,694 $48,216,415 $46,847,721 3%
Miscellaneous Store Retailers $325 $2,602,570 $12,543,771 $9,941,201 21%
Food Service & Drinking Places $338 $10,065,827 $46,037,135 $35,971,308 22%

Full-Service $331 $3,590,810 $23,369,904 $19,779,094 15%

Limited-Service $343 $6,475,018 $16,845,919 $10,370,901 38%

Special Food Services N/A S0 $4,411,159 $4,411,159 0%

Drinking Places N/A S0 $1,410,153 $1,410,153 0%

Notes:

The secondary trade area includes retail sales estimates from both Chappaqua and Millwood. All values reported

in 2012 dollars. Data presented includes sales and expenditure potential of the primary trade areas.

* Negative values are reported in parenthesis and reflect a net surplus, rather than a leakage of expenditure
potential from the trade area. For these sectors sales within the trade area are greater than trade area residents’

consumer expenditure potential.

Sources:

Retail sales estimates based on AKRF retail field survey and sales per square foot estimates from ULI’s Dollars &

Cents of Shopping Centers/The SCORE 2008; retail demand estimates from ESRI Business Analyst.

This suggests a retail base that is not fully meeting the local area’s consumer needs, resulting in
substantial sales “leakage” to commercial areas surrounding the Town. In other words, the data
suggest that the Town is a net exporter of consumer dollars, and is not likely to be importing
substantial sales from surrounding areas. With the exception of the Millwood A&P, the Town

retail

inventory does not include any larger-format stores (i.e., stores greater than

approximately 5,000 square feet), nor does it contain a critical mass of smaller stores that would
draw significant numbers of consumers from outside of Town. Furthermore, the Town is not a
major employment center, and does not have a significant entertainment or cultural use such as
the Jacob Burns Film Center in Pleasantville, which draws consumers from surrounding areas.
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And with the exception of restaurant uses, most stores are closed later in the evening, reducing
the Town’s destination value as a place to linger and shop in the evening.

The substantial leakage of consumer dollars is also attributable to the close proximity of several
major retail concentrations outside of the Town boundary, most notably Mount Kisco. To a
lesser extent, outer areas of the Town also abut other retail communities with supermarkets
that may actually be closer to some population segments such as in Pleasantville and Briarcliff,
and Ossining. For example, for many Chappaqua residents the drive-time to the Millwood A&P is
virtually the same as the drive-time to the Key Food in Pleasantville or the A&P in Mount Kisco,
which at approximately 50,000 square feet is considerably larger than the Millwood A&P. Some
residents in the western portion of Town, within or closer to the Hamlet of Millwood, have
similar or even shorter drive-times to grocery stores in Ossining and Croton-on-Hudson. Given a
lack of full-service grocery offerings and a variety of offerings within reasonable driving distance
out of town, there is substantial leakage of grocery store dollars of Town residents.

It is important to note that low capture rates are not necessarily an indication of
underperforming retail (i.e., retail supports a strong sales-per-square-foot which is a standard
measure of retail performance and market demand). Given the overall size and limited nature of
Chappaqua’s existing retail product offering, retail stores—even if they were performing within
the top two percent nationally on a sales-per-square-foot basis—would still be unable to fully
capture the expenditure potential of the trade area. Rather, the data suggests that the stores
serve a valuable, albeit limited function within the surrounding community. The Hamlet’s retail
is small-scale, convenience and neighborhood service-oriented retail that generally caters to the
day-to-day needs of the local population, or provides boutique and niche shopping goods stores
that are not of a size that would fully satisfy consumer demand for any given shopping goods
retail category.

CHAPPAQUA HAMLET RETAIL TRADE AREA LEAKAGE BY RETAIL CATEGORY

Figures 4 and 5 illustrate and quantify by retail category the extent of retail sales leakage from
the primary and secondary trade areas. As shown in Figure 4, within the primary trade area
there are only three categories of goods and services for which the Hamlet’s retail store sales
are greater than the trade area residents’ consumer expenditure potential: Personal Care
Services; Health & Personal Care Stores; and Specialty Food Stores. This is not an entirely
unexpected finding, as a primary function of a downtown retail center is to serve consumers
day-to-day needs with respect to personal care goods and services. The retail categories with
the most substantial leakage are generally from “shopping goods” categories such as General
Merchandise Stores and Motor Vehicle & Parts Dealers, for which consumers tend to travel
farther to compare prices and which is typically located in larger store formats than is feasible
within the Hamlet. Leakage from shopping goods categories should be expected given the
historic position of the Town with respect to larger-format stores that draw from a larger trade
area; the 1968 Town Plan of Development advanced the position—reaffirmed in the 1989 Town
Development Plan—that primary shopping needs are, and should be, provided for in Mount
Kisco and White Plains."

" From the 1989 Town Development Plan, page 129: “In a suburban area, with many communities close
to one another and with reasonably good roads to connect them, people rarely choose to fill all their
needs locally. In fact, many needs cannot be met locally. In the case of New Castle, other nearby
convenience commercial centers in Pleasantville, Thornwood, Briarcliff Manor, Croton-on-Hudson and
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Figure 4
Chappaqua Primary Trade Area
Surplus and Leakage by Retail Category
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A more surprising finding is the extent of leakage of consumer dollars within categories that are
present and well-suited to the Hamlet’s retail center; for example, there is substantial leakage
from Food Service & Drinking Places (including both full-service and limited-service restaurants),
Miscellaneous Store Retailers, and Sporting Goods, Hobby, Books & Music Stores. The total
unmet demand for Grocery Store sales of about $22 million per year indicates that the
population within 1 mile of the Hamlet generates sufficient demand to support a small to
medium-sized supermarket.

The same pattern holds true within the broader secondary retail trade area, with even greater
overall expenditure leakage. As shown in Figure 5, within the secondary trade area there is only

Ossining are also patronized by the Town’s residents, with primary shopping needs provided for in Mount
Kisco and White Plains. The 1968 Town Plan of Development recommended that all future local business
development be confined to the Town’s existing two hamlet centers, since it was determined that these
areas would be able to adequately meet the needs of the Town’s growing population, and any expansion
outside the hamlets would be contrary to the objective of maintaining the Town’s predominantly
residential character. This Plan reaffirms that policy. “

15 RAKRF




one retail category with a surplus—Personal Care Services. With more total consumers within
the secondary trade area, there is greater leakage of sales to shopping goods categories like
General Merchandise Stores and Motor Vehicles & Parts Dealers. And even with the inclusion of
sales from retail stores within Millwood, there is substantial leakage within virtually all
convenience-oriented retail categories that can be found within both hamlets’ retail landscape.
For example, based on the average sales psf used for the capture rate analysis presented above,
the consumer expenditure leakage from the Town could support: nearly 30,000 square feet of
Furniture & Home Furnishings store; over 70,000 square feet of grocery store; nearly 40,000
square feet of Health & Personal Care store; over 50,000 square feet of Clothing & Accessories
store; and nearly 60,000 square feet of full-service restaurant.

Figure 5
Chappaqua Secondary Trade Area
Surplus and Leakage by Retail Category
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LIKELY RETAIL COMPOSITION AND CONSUMER BASE OF 2014 REVISED RETAIL PDCP
The following section describes the likely nature of the retail inventory that would tenant
Chappaqua Crossing. While the total number of stores, their size, retail type and specific tenants
are unknown at this time (with the exception of an approximately 40,000-square-foot Whole
Foods as a grocer tenant), enough information is known to make reasonable assumptions for
purposes of this competitive effects analysis.
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2014 REVISED RETAIL PRELIMARY DEVELOPMENT CONCEPT PLAN

The 2014 Revised Retail PDCP submitted by the Applicant and illustrated in Figure 1 is located
substantially within the same southern area of the project site as the 2013 retail Preliminary
Development Concept Plan that was analyzed in the Supplemental Environmental Impact
Statement for Chappaqua Crossing, and that was analyzed by AKRF in 2013 (see Figure 6). And
similar to the 2013 plan, the 2014 Revised Retail PDCP would introduce approximately 120,000
square feet of new retail uses, as well as approximately 600 parking spaces.

However, unlike the 2013 plan, with the 2014 Revised Retail PDCP a portion of the proposed
retail would not adaptively reuse the existing Reader’s Digest campus buildings; instead, four
new buildings would be constructed to the east of the existing site. The largest building, located
in the southern portion of the development site, would house the retail center’s anchor tenant,
Whole Foods Market, a high-end, full-service grocery store chain that has signed a lease
agreement to occupy approximately 40,000 square feet. The remainder of that structure would
house 10,000 square feet of retail space with frontage adjacent to that of Whole Foods. Those
two retail spaces, along with a 4,000-square-foot commercial pad to the north that is designated
as a bank in Applicant materials, would share a common parking field.

On the north side of the Retail Overlay District, two retail structures would house a combined
33,500 square feet of retail space. Unlike the Whole Foods building, these structures’ frontage
would face the main auto entry drive, as well as a sidewalk; as a result, the accessory parking
spaces for these retail uses would be located behind the buildings. The addition of these
pedestrian-friendly walkways, along with new street trees and other streetscape enhancements,
is intended to create a “Street Retail” configuration along the center’s main thoroughfare. As a
result, the Bedford Road site entry to the east would be connected to the Reader’s Digest
buildings on the western end of the development for both vehicular and pedestrian traffic.

The final retail structure would be located on the eastern portion of the proposed development
site. That 32,500-square-foot building would be divided into two sections, each with its own
retail tenancy. The first, identified by the Applicant as a 25,000-square-foot gym, is configured in
a traditional auto-oriented fashion towards a dedicated accessory parking field, similar to the
aforementioned Whole Foods. The second retail space, though structurally attached to the gym,
would have a greater setback from the parking field, creating a small pedestrian plaza. Like the
retail structures on the north side of the shopping center, this approximately 7,500-square-foot
retail space has been designated as “Street Retail” by the Applicant.

In addition to the pedestrian-friendly “Street Retail,” the 2014 Revised Retail PDCP introduces
several new design elements that, borrowing from the Traditional Neighborhood Development
architectural style, seek to increase the walkability and place-making potential of the Retail
Overlay District. As detailed by the Applicant in documents submitted to the Town, on the
western side of the project site fronting the Cupola Building, an existing shaded lawn would be
repurposed as a pedestrian-only central plaza called “The Square.” Located at the terminus of
the main entry drive into the retail center, The Square would create a new gathering place for
both shoppers and office workers in the Cupola Building, as well as providing space for
seasonally-programmed community events. East of The Square, the intersection between the
two primary vehicular access roads—designated “The Crossing” —appears to be designed with
traffic calming measures in order to preserve the walkability of the pedestrian sidewalks
throughout the retail site. Finally, in the southeastern corner of the site, a currently
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undeveloped space has been earmarked for a “farm garden,” on which organic produce could
be grown by the grocery tenant, Whole Foods.

PROJECTED RETAIL TENANTS

Relative to established industry standards for shopping centers, the 2014 Revised Retail PDCP
falls between two of the ULI’s classifications for shopping center type: Neighborhood Center and
Community Center. A Neighborhood Center typically encompasses 30,000 to 150,000 square
feet of gross leasable area on a three- to five-acre site. Typically anchored by a supermarket
tenant, Neighborhood Centers offer convenience-oriented complementary retail uses, especially
in the personal services and quick-service restaurant categories. According to ULI’s Dollars and
Cents of Shopping Centers, the most common retail tenants in a Neighborhood Center are
medical and dental offices, hair and nail salons, and pizza restaurants.’® Because of that mix of
retail offerings, the trade area for a Neighborhood Center ranges from three to five miles. The
current amount and composition of retail in the Chappaqua Hamlet most closely aligns with
ULI’s definition of Neighborhood Center, except that in suburban areas in the Northeast the
trade area for a Neighborhood Center tends to be smaller than ULI’s national three- to five-mile
standard suggested due to the relatively high commercial density in the Northeast.

Community Centers tend to be larger, with a more diverse array of retail tenants and a wider
trade area; according to ULI, Community Centers offer 150,000-500,000 square feet of gross
leasable area, draw customers from a population of 40,000 to 250,000 people within a 3-to 12-
mile primary trade area, and are often anchored by a full-service supermarket. Table 5 below
lists the tenants most frequently found in U.S. Super Community/Community Shopping Centers,
a classification which includes traditional community shopping centers, power centers, town
centers, lifestyle centers, and outlet/off-price centers that meet the above-described criteria. A
super community/community shopping center is defined by ULI as any center of 100,000 square
feet or more of GLA with neither a traditional department store nor the trade area of a regional
shopping center. According to ULI, many centers are built around a discount department store
(rather than a traditional department store), super drugstore, and/or a family clothing store, as
well as a large supermarket. Uses in the table are ranked from 1 to 20 in terms of their
frequency of appearance. Also presented is the average number of stores for these frequently
found stores, as well as the median GLA in square feet for each type of tenant. Note that with
the exception of Dollar store/novelties, Supermarkets, and Furniture stores, the median size for
all frequently-found stores is below the 5,000-square-foot minimum limitation articulated by the
Town in its 2013 Supplemental Findings Statement for Chappaqua Crossing.'®

> Dollars and Cents of Shopping Centers/The SCORE 2008, published by ULI.

16 Adopted zoning legislation defines and regulates minimum store sizes for the non-grocery uses.
Specifically, the legislation states that the minimum floor area occupied by a single use in the Office Park
Retail Overlay District shall be 1,500 square feet, but in no case shall there be more than four stores each
having a floor area under 5,000 square feet.
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Table 5

Tenants Most Frequently Found in U.S. Super Community/
Community Shopping Centers

Average Number of |Median Gross Leasable Area

Tenant Classification Rank Stores (GLA) in Square Feet
General Merchandise
Dollar store/novelties | 14 0.3 | 8,048
Food
Supermarket | 2 0.6 | 52,376
Food Service
Restaurant without Liquor 12 0.4 3,200
Restaurant with Liquor 1 1.0 4,900
Sandwich Shop 10 0.4 1,500
Pizza 13 0.3 1,702
Chinese Fast Food 18 0.3 1,978
Mexican Fast Food 20 0.3 2,359
Clothing and Accessories
Women’s Specialty 19 0.3 3,642
Women’s Ready-to-Wear 6 0.5 4,240
Shoes
Family shoes | 9 0.4 | 3,475
Home Furnishings
Furniture | 17 0.3 | 7,696
Home Appliances/Music
Electronics-general | 16 0.3 | 2,500
Other Retail
Telephone store/telecom store 11 0.4 1,810
Cosmetics/beauty supplies 8 0.5 1,600
Personal and Laundry Service
Dry cleaner 15 0.3 1,500
Unisex hair 0.5 1,340
Nail salon 0.5 1,200
Financial
Bank 7 0.5 3,370
Offices (other than financial)
Medical and Dental 3 0.5 1,600

Notes: A super community/community shopping center is defined by ULI as any center of 100,000 square feet or more
of GLA with neither a traditional department store nor the trade area of a regional shopping center. This
includes traditional community shopping centers, power centers, town centers, lifestyle centers, and outlet/off-
price centers that meet the above-described criteria. Many centers are built around a discount department

store, super drugstore, and/or a family clothing store, as well as a large supermarket.
Source: ULI’s Dollars & Cents of Shopping Centers/The SCORE 2008.
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Although the proposed 120,000 square feet of retail at Chappaqua Crossing would be less than
that offered by a typical Community Center, the development’s site plan most closely resembles
that of a typical Lifestyle sub-type'” of Community Center, with landscaped open spaces and, at
least to some extent, retail offerings fronting a pedestrian thoroughfare. Further, the selection
of Whole Foods as the center’s anchor tenant would expand the center’s primary trade area
beyond that which a typical Neighborhood Center would serve, producing a larger customer
base to support higher-end retail offerings. Whole Foods tends to attract wealthier shoppers
from farther distances than a typical grocery store because of its specialized product offerings
and established brand equity; therefore, for the purposes of this analysis, Chappaqua Crossing’s
primary retail trade area is assumed to encompass the population within a 20-minute drive-time
of Chappaqua Crossing.

CASE STUDY RETAIL CENTERS

Given the knowledge of a Whole Foods grocer as an anchor tenant, the following pages present
two case study retail centers—Kings Crossing in Fairfield, Connecticut and Milford Marketplace
in Milford, Connecticut—that are anchored by a Whole Foods. In addition to sharing this anchor
with the 2014 Revised Retail PDCP, the case studies were selected based on their comparable
sizes, demographics (both have trade areas with large numbers of high-income households), and
their location within close proximity to major traffic arteries.

As detailed within the case studies, Kings Crossing’s site layout and store sizes more closely
reflects the layout contemplated under the 2013 DSEIS PDCP (see Figure 6); in addition to the
Whole Foods, all tenants are national chains with a mix of larger and smaller-sized stores,
including CVS, Chipotle Mexican Grill, Petco, Five Guys and Chase Bank. In contrast, Milford
Marketplace is occupied predominantly by smaller floorplate stores and includes both local and
national retailers. The tenant mix is heavily weighted toward Clothing & Clothing Accessory
stores, Personal Care Services, and Food Service & Drinking Places (both full- and limited-
service).

APPLICANT’S PROPOSED MERCHANDISING MIX

The “Chappaqua Crossing Proposed Merchandising Mix” prepared by SRS Real Estate Partners
on behalf of the Applicant outlines what they view as the likely categories, potential tenants,
and floor space for the retail component of the project (see Appendix 2). The document is
organized to correspond with the 2014 Revised Retail PDCP (Figure 1) and advances a
conceptual mix of national and local retailers that the Applicant feels would be well-suited to
the project. In other words, it is intended to be illustrative of the types of retailers that Summit-
Greenfield could pursue, rather than to represent a list of businesses that have expressed
interest in leasing space at Chappaqua Crossing.

As illustrated in Figure 1 and the Applicant’s Merchandising Mix, only three retail uses are
projected to be larger than 5,000 square feet: the 40,000-square-foot Whole Foods; a 25,000-
square-foot gym; and the 10,000-square-foot “Building B.” The potential uses for Building B are
identified as the categories of Health and Beauty; Furniture and Accessories; Stationery;

v Lifestyle centers aim to provide leisure and/or other non-shopping amenities in addition to retail
offerings. The goal is to create a veritable place where nearby residents may choose to spend time outside
of typical shopping trips. Retail tenants at a Lifestyle center, which are typically located in affluent
communities, tend to be more upscale.
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Sporting Goods and Outdoors; and Footwear; although Applicant documents indicate that
Building B could be subdivided into smaller retail tenancies.

According to the Proposed Merchandising Mix, the remaining 45,000 square feet of the center’s
retail space would be divided into uses of 4,000 square feet or less. The document reflects a
wide range of potential categories and tenants, including several of the categories identified as
understored within the primary trade area as well as others that are overstored. For example,
the mix identifies several potential tenants in the Furniture/Home Furnishing category, including
Arhaus, Crate & Barrel, and Design Within Reach; according to this report’s capture rate
analysis, there is currently a leakage of $2,316,301 in the Chappaqua Hamlet primary trade area,
indicating that the Hamlet is understored in that category. Conversely, the Merchandising Mix
identifies several apparel retailers in different verticals, including Jos. A. Bank, Brooks Brothers,
and Victoria’s Secret. According to the capture rate analysis, there is currently a surplus of
$40,643 in the Clothing and Clothing Accessories category, indicating that the Hamlet is slightly
overstored in that category. At the same time, the $22,166,698 of leakage from the Town
indicates that the secondary trade area is understored in the Clothing and Clothing Accessories
category.

The mix spans a wide range of retail types, including several types of food and beverage uses
(both limited- and full-service), apparel stores, accessories boutiques, and furniture stores. In
AKRF’s opinion, many of the retailers listed in the Merchandising Mix are viable candidates for
Chappaqua Crossing, including both the national chain operators and local independent
businesses; however, the breadth and length of the list illustrate its conceptual nature. Given
the amount of retail floorspace that would be available, a much smaller group of retail tenants
are likely to occupy the center. Further, the list suggests a wider variety of retail categories than
are likely to tenant the space; some retail centers are either strategically tenanted or gravitate
toward a market niche, as evidenced by the high concentration of Clothing & Clothing Accessory
stores in the Milford Marketplace case study. While the heavy concentration of Clothing &
Clothing Accessory stores in Milford Marketplace is an extreme example, there are advantages
to co-locating retail stores within the same category in order to generate a destination
experience within a particular retail category.

Appendix 2 further analyzes the Merchandising Mix by comparing the potential tenant list with
existing retail supply in the primary and secondary trade areas. The matrix found in the
appendix reclassifies the potential retailers by their NAICS category, allowing for a direct
identification of the stores whose product offerings could absorb some of the demand that is
currently “leaking” to neighboring towns—or, conversely, could directly compete in categories
that are currently oversupplied in the primary and/or secondary trade areas. In addition, the
matrix qualitatively classifies the potential tenants by market segment, ranging from $ (low-end)
to $$SS (highest-end), and identifies the closest existing outlet for each retailer.

The Merchandising Mix advanced by the Applicant also includes a list of potential tenants for an
“alternative site plan” with tenant sizes of 15,000 square feet or greater. This tenant roster
more closely aligns with what could be expected under the 2013 DSEIS PDCP, with category-
specific national chain “junior anchors” typical of a power center.

Overall, as compared to the 2013 Retail PDCP, the 2014 Revised Retail PDCP presents a retail
layout and anchor store (Whole Foods) that would likely introduce a greater number of smaller
stores that are both national chain operators and independent businesses, most of which would
sell goods and services at mid- to high-end price points. In this respect, there would be greater
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potential for retail overlap with certain retail categories within the Hamlet as compared to the
2013 Retail PDCP with an A&P anchor, which would be more attractive to larger-format national
chain stores typically found in a power center with a lower overall price point.

POTENTIAL FOR RETAIL OVERLAP AND COMPETITION

The following section considers whether Chappaqua Crossing’s proposed retail layout and
reduced store sizes could alter competitive effects relative to the previously-approved
Chappaqua Crossing site plan, and whether the 2014 Revised Retail PDCP could result in
significant adverse environmental impacts due to competition. The section also addresses the
effects on consumer draw and retail expenditure capture rates of the proposed Whole Foods
grocer as compared to an A&P, as well as the competitive effects of other potential tenants
identified as part of the Applicant’s merchandising mix, including the possibility of multiple
restaurant tenants.

An analysis of potential competitive effects must consider the potential overlap in store types,
as well as the overlap in consumer base. As noted above, the trade area for Chappaqua
Crossing’s projected retail offerings would differ from the trade areas of the Hamlet's
downtown retail area. Given the inclusion of a Whole Foods grocer, the ability to include larger-
format stores relative to the Hamlet, and Chappaqua Crossing’s location within close proximity
to the Saw Mill Parkway, it is expected that Chappaqua Crossing would attract a majority of its
customers from within 20-minute drive-time of the site (see Figure 7). AKRF’s 2013 analysis had
assumed that Chappaqua Crossing’s primary retail trade area would extend to a maximum drive-
time of 15 minutes, rather than the 20-minute drive-time now assumed. The rationale for a
broader primary trade area in this analysis is driven by the knowledge of a Whole Foods grocer
as an anchor tenant. Given Whole Foods’ unique market position, established branding, and the
lack of other Whole Foods grocers in the area, this anchor could draw regular customers from as
far as a 20-minute drive-time area. Although other retail offerings would have product overlap
within a 20-minute drive-time (most notably within Mount Kisco and White Plains, but also
within Pleasantville and Ossining) there would be potential for linked trips between the Whole
Foods and other retailers at Chappaqua Crossing such that it is reasonable to assume other
retailers also could attract regular customers from the same 20-minute distance.

Table 6 shows estimated retail sales and expenditure potential within the 20-minute drive-time
radius. It is important to note that the 20-minute drive-time trade area includes a number of
destination retail concentrations, including most notably the Galleria at White Plains, as well as
major retail centers in Mount Kisco and Ossining. The sales from these retail concentrations are
generated from broad trade areas reaching well beyond the Chappaqua Crossing 20-minute
drive-time trade area, and thus create high capture rates for many retail categories. Despite this
influence, there is still substantial unmet consumer expenditure potential in a number of retail
categories. For example, there is nearly $200 million in unmet consumer expenditure potential
within the Grocery Store sub-category of Food & Beverage Stores, even with what is considered
a “normal” primary trade area capture rate of 72 percent. Overall, the capture rates indicate
that both the Hamlet’s downtown and Chappaqua Crossing can co-exist as viable retail nodes.

As detailed below, competitive effects on stores closest to a project site can occur even when
there are substantial unspent dollars within a trade area. Some categories of projected
Chappaqua Crossing retail would overlap with current Hamlet offerings and could compete for
sales. The extent of overlap and resulting competition is influenced by the estimated capture
rates within the various trade areas presented in this report. As was shown in Table 4, within
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the Hamlet’s retail trade area capture rates for most retail categories are low (i.e., below 70
percent), meaning there is leakage of consumer dollars from the Town to nearby retail centers.
For sectors exhibiting high capture rates in Table 6 (i.e., over 80 percent), one could expect
greater competition for sales between Chappaqua Crossing and retailers within that 20-minute
trade area—including both Chappaqua Hamlet and out-of-Hamlet retailers.

For example, a Furniture & Home Furnishing Stores at Chappaqua Crossing would not
substantially overlap with existing retail offerings; Hamlet retail stores capture only 40 percent
of primary trade area residents’ expenditure potential as per Table 3, and Town retail stores
including Chappaqua’s retailers capture only 14 percent of expenditure potential within their
secondary trade area (see Table 4). However, a Furniture & Home Furnishing Store at
Chappaqua Crossing would experience product overlap and potential competition with other
Furniture & Home Furnishing Stores outside of the Town boundary (e.g., Crate & Barrel at the
Galleria in White Plains or Country Willow in Bedford Hills), given that the Chappaqua Crossing
trade area has a relatively healthy capture rate for Furniture & Home Furnishing Stores (75
percent capture, as shown in Table 6).
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Table 6

Estimated Expenditure and Retail Sales
Primary Trade Area (20-Minute Drive-Time To/From Chappaqua Crossing)
Without Chappaqua Crossing Retail

Retail Demand
from Primary

Amount Not
Being Captured
in Primary Trade

Primary Trade
Area Capture

NAICS Retail Category Retail Sales Estimate| Trade Area Area Rate
. $678,103,361 $826,502,606 $148,399,245 82%
Motor Vehicles and Parts Dealers
. . $89,555,824 $118,800,416 $29,244,592 75%
Furniture & Home Furnishings
. . $73,963,893 $160,019,793 $86,055,900 46%
Electronics & Appliances
. . . $90,879,954 $168,338,042 $77,458,088 54%
Building Materials, Garden Equipment & Supply
$655,912,652 $829,575,589 $173,662,937 79%
Food & Beverage Stores
$518,163,794 $716,966,290 $198,802,496 72%
Grocery Stores
] 450,747,400 $39,417,265 ($11,330,135) 129%
Specialty Food Stores
87,001,458 73,192,034 13,809,424 119%
Beer, Wine & Liquor Stores ? ? > ) ’
767,606,845 375,318,397 392,288,448 205%
Health & Personal Care Stores 2 2 (> ) °
. . $271,587,556 $410,791,767 $139,204,211 66%
Gasoline Stations
330,995,617 362,817,622 32,153,284 91%
Clothing & Clothing Accessories 2 2 2 0
113,004,071 110,939,060 2,065,011 102%
Sporting Goods, Hobby, Book & Music Stores ? 2 (> ) ?
. $517,196,142 $524,856,750 $7,660,608 99%
General Merchandise Stores
. . $163,872,663 $133,981,130 (529,891,533) 122%
Miscellaneous Store Retailers
436,901,599 500,227,931 63,326,332 87%
Food Service & Drinking Places 2 > 2 0
. $248,797,602 $254,921,458 $6,123,856 98%
Full-Service
. . $124,778,559 $184,784,760 $60,006,201 68%
Limited-Service
. . $46,632,689 $44,814,754 ($1,817,935) 104%
Special Food Services
$16,692,750 $15,706,958 (5985,792) 106%

Drinking Places

Notes:

for Chappaqua Crossing’s potential retail stores.

All values reported in 2012 dollars. The table sales estimates for existing stores; it does not include sales estimates

* Negative values are reported in parenthesis and reflect a net surplus, rather than a leakage of expenditure
potential from the trade area. For these sectors sales within the trade area are greater than trade area residents’

consumer expenditure potential.
Sources:

Retail sales estimates for the Town portion of the primary trade area based on AKRF inventory and application of

sales per square foot estimates from ULI’s Dollars & Cents of Shopping Centers/The SCORE 2008. Sales estimates
outside of the Town but within the primary trade area are based on estimates from ESRI Business Analyst Online.
Expenditure potential estimates are based on ESRI Business Analyst Online.
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The following provides a sector-by-sector analysis of the potential for product overlap, market
saturation and competition between existing Chappaqua Hamlet retail and the retail projected
for Chappaqua Crossing.

e Motor Vehicles and Parts Dealers — There are no stores within the Hamlet’s existing
inventory whose primary function is sales of motor vehicles or motor vehicle parts, and
therefore, there would be no competitive effects on Hamlet retail if this type of use
were to be located at Chappaqua Crossing. In addition, this has not been identified as a
potential retail category by the Applicant, and the amount of space needed for a motor
vehicle dealership makes this particular use unlikely at Chappaqua Crossing.
Furthermore, it would compete directly with major dealerships within the 20-minute
drive-time area; as shown in Table 6 there is already high capture for this industry
group.

e  Furniture & Home Furnishings Stores — There would be minimal overlap with existing
retail stores within this category. There are a limited number of existing Hamlet stores
offering mostly high-end home furnishings and furniture, and the capture rate for Town
stores is low at 14 percent (see Table 4). While the competitive effects on Hamlet stores
is expected to be limited, the capture rate for the Chappaqua Crossing trade area is
fairly high at 75 percent (see Table 6), suggesting that a new store would potentially
compete for sales already leaking out of the local market area to larger stores primarily
in Mount Kisco and White Plains (e.g., Crate & Barrel at the Galleria Mall). This finding is
consistent with the specific retail tenants for this category advanced by the Applicant—
including Arhaus, Pier 1 Imports, Crate & Barrel and Design with Reach—all of which
have stronger product overlap with stores outside of the Hamlet. Existing, smaller-
format stores within the Hamlet would continue to see demand from consumers
seeking specialized products and service and, in fact, could gain market access to new
customers to the trade area generated by trips Furniture & Home Furnishings Stores at
the Chappaqua Crossing Center through “cross-shopping” activity.'®

o Electronic & Appliance Stores — There is unmet consumer demand in this category
within both the Hamlet trade areas (Tables 3 and 4) and within the Chappaqua Crossing
20-minute drive-time area (Table 6). Given the volatility of this market sector in general
(i.e., high turnover, strength of on-line retailing), it is uncertain if the Chappaqua
Crossing center would be likely to attract such a retail tenant. The Applicant’s Proposed
Merchandising Mix includes wireless stores (Verizon, AT&T, T-Mobile) that are not
currently present in the Hamlet’s downtown retail mix, and therefore would not be
expected to compete directly with Hamlet retailers.

e Building Materials, Garden Equipment & Supplies — The size of the Whole Foods anchor
and proposed retail layout effectively precludes a big box store as part of Chappaqua
Crossing’s retail inventory, so there is no potential for a major building materials store
such as Lowe’s or Home Depot. A large hardware and/or garden store would compete
with a limited number of stores in the Hamlet’s existing retail inventory, including most
notably Chappaqua Paint and Hardware, as well as Millwood Hardware outside of

18 As defined by the International Council of Shopping Centers (ICSC), cross-shopping refers to the phenomenon in
which shopping center customers visit multiple stores (often in different retail categories) during the same shopping
trip.
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Chappaqua Hamlet (within Millwood). However, there is unmet consumer demand in
this category within the Town (Table 4) and within the Chappaqua Crossing 20-minute
drive-time trade area (Table 6), suggesting that this would be a viable use group at
Chappaqua Crossing. However, the Applicant’s Proposed Merchandising Mix does not
include a retail store within this category.

Food and Beverage Stores — As described above, the proposed Whole Foods grocer
would be a large-format store with an estimated 20-minute drive-time primary trade
area—larger than the trade area that would be expected with an A&P, which has same-
store competitors within closer proximity (most notably the Millwood A&P and the
Mount Kisco A&P), thereby shrinking reach of its consumer base.

The Whole Foods would have limited competitive effects on Hamlet retailers given there
is currently no full-service grocer within Chappaqua, and there is substantial unmet
expenditure potential for grocery stores within both the Hamlet’s trade area and within
Chappaqua Crossing’s broader trade area. The Whole Foods would be expected to
capture a larger portion of sales from existing “leakage” of grocery dollars currently
spent in Mount Kisco, Pleasantville and beyond, including sales at smaller organic
grocers such as Mrs. Green’s Organic Market in Mount Kisco. The new store would
reduce driving distance for many Town consumers seeking a large, full-service grocery
store.

As compared to an A&P, Whole Foods offers a broader selection of specialized foods,
and in this respect could have greater product overlap with Specialty Food Stores within
the Hamlet. However, given the local expenditure potential and the specialized nature
of existing retail offerings within the Hamlet, it is expected that residents would
continue to frequent existing Hamlet food stores for specialty foods, personalized
service, and for day-to-day prepared food purchases (e.g., prepared specialty
sandwiches). Similarly, while the Millwood A&P could experience a reduction in
customer base, it would still be the most convenient full-service grocery option for
many residents, offering a lower price point for many food products, and would
continue to be frequented by locals for weekly grocery trips as well as day-to-day needs
(e.g., your milk-and-eggs run).

The Whole Foods grocer at Chappaqua Crossing also would influence the character of
other retail tenants at Chappaqua. Relative to an A&P, Whole Foods is a higher-end
grocer that would be more attractive to other prospective high-end, national chain
tenants who could benefit from the anchor’s consumer draw and complimentary target
demographic. In addition, relative to an A&P, the Whole Foods would draw a greater
portion of sales from “out of Town” customers who would not ordinarily shop in
Chappaqgua. While grocery store trips tend to have a low percentage of “linked trips” to
surrounding retail stores, there is potential for increased awareness of Chappaqua store
offerings—at Chappaqua Crossing and in downtown Chappaqua—for the “next trip to
the store.”

Health & Personal Care Stores — As compared to the 2013 Chappaqua Crossing Retail
PDCP, the 2014 Revised Retail PDCP does not specifically identify a pharmacy as a
contemplated tenant, either within the Applicant’s revised site plan materials or their
Proposed Merchandising Mix. This change is likely driven by the revised retail layout and
desire to eliminate the restriction on small store size, which reduces the opportunities
for a stand-alone retail pad of a size that would accommodate a large national-chain
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pharmacy. It also could be in part due to the opening of the 20,000-square-foot
Walgreens pharmacy in Chappaqua, which contributes to a saturated market for this
category within Chappaqua Hamlet’s primary trade area (127 percent capture, as shown
in Table 3). However, is not uncommon to have cosmetic/beauty supplies and/or
pharmacies in retail centers of this size, there is substantial unmet consumer demand in
this category within the Hamlet’s secondary trade area (49 percent capture, with over
$17 million in leakage as shown in Table 4), and these types of convenience goods
offerings would be an attractive amenity for Chappaqua Crossing’s resident and worker
populations. Given the immediate demand generated by residents and workers within
Chappaqua Crossing—and the fact that this type of neighborhood convenience is a retail
amenity adding to the overall attractiveness of Chappaqua Crossing as a place to live or
work—there could be a convenience store-type presence as part of the project,
although the revised store layout and market indicators suggest it would be of a smaller
size than envisioned under the 2013 Retail PDCP. Because of its smaller size and
convenience-oriented nature, the presence of a retail use in this category at Chappaqua
Crossing is unlikely to result in substantial competitive effects on the existing Walgreens
and CVS locations in the Hamlet. The size of those stores, as well as their central
location in the Hamlet, allow them to offer a broader product selection and service a
wider customer base than would a potential store at Chappaqua Crossing.

Once outside of Town, there is an extremely high capture rate in this category for
Chappaqua Crossing’s 20-minute drive-time primary trade area (over 200 percent as
shown in Table 6, above), indicating that such a use would likely compete within a
saturated Health & Personal Care market comprised primarily of larger-format stores
outside of Town but within the 20-minute drive-time area. The high capture rate is due
to the need for, and supply of, close-to-home convenience goods stores throughout the
trade area, but also the concentration of beauty supply stores within destination retail
centers such as the Galleria in White Plains.

The Applicant’s Proposed Merchandising Mix advances several potential Health &
Personal Care tenants as part of its “Health & Beauty” and “Beauty and Cosmetics”
categories (see Appendix 2). The proposed retailers are primarily high-end national
chain stores specializing in beauty supplies and cosmetics, including Ulta, Sephora, and
Kiehl’s, while the remainder are high-end cosmetics brands with a limited presence in
the New York Metropolitan area, like Oro Gold and Rituals. These offerings could result
in competitive effects on existing businesses within the Hamlet: there is one store
dedicated to cosmetics and beauty supplies, Cosmetic Boutique on South Greeley
Avenue, in addition to several beauty salons and spas that likely sell similar products. To
remain viable in this competitive market, a Health & Personal Care store at the
Chappaqua Crossing site would likely orient its offerings toward the local Chappaqua
market, and could therefore compete for sales dollars with the Town’s existing and
anticipated health and personal care stores. The new retail uses at Chappaqua Crossing
could therefore cannibalize some Hamlet businesses’ existing sales, but they would also
likely capture substantial spending from shoppers coming from outside the Hamlet’s
primary and secondary trade areas, particularly those who have come for the Whole
Foods or the other complementary retail offerings.
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e Personal and Laundry Services — Similar to Health & Personal Care stores, the retailers
within the Personal and Laundry Services category'® offer a desirable neighborhood
amenity for both residents and workers. However, the Town has enacted use
restrictions that would limit the ability for certain types of personal and laundry service
providers to locate in the Chappaqua Crossing retail district. However, some personal
service uses, such as banks, health clubs, fitness centers, and tutoring services are
specifically cited in the draft zoning as permissible uses, and are specifically identified as
proposed tenants within the Applicant’s Merchandising Mix. Given the large number of
Personal Care Service establishments® in the existing Hamlet inventory and the high
capture rates for the overall category, there would be retail overlap and the potential
for competition with existing retailers in the Hamlet. However, the proposed retailers
fall within the Fitness Center and Learning Center subtypes of the Personal and Laundry
Services category, diminishing the potential for competitive effects on existing
businesses, particularly because they differ in target market and store configuration
from those operating in Town. The proposed candidates for the fitness center, for
example, consist of full-service facilities like Equinox and Blink Fitness; the existing
retailers in the Town, on the other hand, are smaller, more niche businesses like
Prescriptions for Fitness, the personal training facility located on King Street. In addition,
personal services uses like hair and nail salons for which there is a surplus of stores in
the Hamlet—and for which the potential for substantial competitive effects is therefore
greater—are not included in the Proposed Merchandising Mix.

If Personal and laundry services stores were to be included in the retail mix, one could
expect the potential for displacement of a limited number of existing personal and
laundry service businesses in Chappaqua, as this is a service draws largely from a local
consumer base whose dollars are already captured by existing stores. However, the
addition of a Personal and Laundry Services retailer would come in tandem with the
addition of the 111 new residential units at Chappaqua Crossing, as well as the
increased worker population that would result from increased office space occupancy in
the Reader’s Digest building. It is possible that the marginal demand resulting from
these additional shoppers could support a new Personal and Laundry Services store on
its own—or, at the very least, diminish the competitive effects that could be felt by
existing retailers in the Town.

e Gasoline Stations — There is currently an outflow of consumer spending on gasoline (an
estimated 18 percent capture, as shown in Table 4) and an outflow from the Chappaqua
Crossing 20-minute drive-time primary trade area (66 percent capture, as shown in
Table 6). This suggests that a gasoline station would be a viable use at Chappaqua

* The Personal and Laundry Services category (NAICS Code 812) captures a range of businesses whose
primary function is to provide a personal or laundry service, rather than sell a retail product. This includes
dry cleaners, pet care, and spa/nail/hair. Personal Care Services (NAICS Code 8121) is a sub-set of
Personal and Laundry Services, and_includes stores such as barber and beauty shops, nail salons and spas
that provide appearance care services to individual consumers.

%% personal Care Service is a sub-set of personal and laundry services, and includes establishments such as
barber and beauty shops which provide appearance care services to individual consumers. These stores
may also sell personal care products (e.g., a hair salon will sell hair care products) that would be found in
Health & Personal Care Stores, but their principal business activity is selling the service, not the product.
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Crossing, and would not be expected to have adverse competitive effects on existing
gasoline stations within the Hamlet. However, a gasoline station is not identified as a
potential tenant by the Applicant.

Clothing & Clothing Accessories Stores — Clothing & clothing accessory stores are a
frequently-found use in retail centers the size of the proposed Chappaqua Crossing, and
depending on the nature of the offering, there would likely be some product overlap
and competition with existing Hamlet stores. There are several women’s, men’s and
children’s clothing stores in downtown Chappaqua as well as mixed-apparel stores
(men/women/children), and some of these clothing stores are long-standing anchors in
the downtown retail mix (e.g., Family Britches, Squires Family). There is a high capture
of consumer expenditure in the downtown Chappaqua primary trade area (see Table 3),
and the capture rate for clothing sales in Chappaqua Crossing’s 20-minute drive-time
primary trade area approaches a saturated market at 91 percent (see Table 6).

The potential competitive effects of a clothing or accessory store (or stores) would be
minimized by several factors. Although the stores could be similar in size to those
currently operating in Town, the retailers listed in the Proposed Merchandising Mix are
national chain stores that largely sell their own brands of clothing and accessories;
conversely, the existing stores are largely higher-end boutiques that carry products from
a variety of labels. Chappaqua’s clothing and accessory stores would continue to offer
more specialized lines of product and more local service, and therefore would be
expected to retain their core consumer base. While the potential retailers at Chappaqua
Crossing would attract demand largely for their brand recognition, the existing stores
rely on the skill of their buyers and merchandisers, as well as their history and
reputation within the community.

Sporting Goods, Hobby, Book & Music Stores — The Applicant’s Merchandising Mix
(found in Appendix 2) specifically identifies several potential sporting goods store
tenants from this category, including City Sports, EMS, and Orvis, all of which are
contemplated as potential tenants for the 10,000-square-foot retail building “B” in the
2014 Revised Retail PDCP (note that the Applicant’s “Alternative Site Plan”
Merchandising Mix which aligns with the 2014 Retail PDCP identifies larger sporting
goods store tenants including Dick’s Sporting Goods and Sports Authority). The
Applicant’s Proposed Merchandising Mix also identifies for the 2014 Revised Retail PDCP
also identifies smaller, niche sporting goods stores from 2,000 to 3,500 square feet; with
the Applicant’s request to eliminate the restriction on store size, there would be a
greater likelihood for a small-scale retail store in this category at Chappaqua Crossing.

As shown in Tables 3 and 4 there is unmet expenditure potential within the local
markets capable of supporting a larger-format store (nearly $9 million in leakage from
the Hamlet’s secondary trade area), but such a store would also depend on sales from
out-of-Town consumers. Capture rates for this category within the Chappaqua Crossing
20-minute drive-time primary trade area are over 100 percent, indicating that such a
store would directly compete for sales dollars with similar out-of-Town stores. Despite
the leakage in the local markets, depending on the type of specialty store there could be
some competition with a limited number of existing Hamlet stores if the retail offering
was to directly overlap with that of existing store(s). While there are currently two
sporting goods stores within Town—EZ Sports, in Chappaqua, and Hoops Plus, in
Millwood—both existing retailers service a market niche. EZ Sports specializes in
equipment and apparel for youth sports (and is the exclusive vendor for Horace Greeley
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High School®!), while Hoops Plus sells basketball poles and hoops. The retailers
advanced by the Proposed Merchandising Mix are national-brand tenants that offer a
wider variety of sporting goods that does not overlap with the existing retailers’
specialized offerings; as a result, the potential for competitive effects in the Sporting
Goods category is minimal.

e General Merchandise and Miscellaneous Store Retailers — General merchandise stores
(such as a small department store or discount department store) would not compete
directly with any existing large-format general merchandise stores in Town, of which
there are none. The size/shape of properties currently zoned for retail is not conducive
to larger-format uses—hence, demand and consumer dollars for this type of store are
leaking to Mount Kisco and other areas outside of Town. With the mix of retailers being
contemplated for Chappaqua Crossing, it is possible that the center would capture some
of that leakage. Although the Proposed Merchandising Mix does not call for a
department store or big-box outlet, many of the product verticals offered by such a
retailer would be found at the potential retailers. Town residents looking to avoid a
longer car trip could utilize Chappaqua Crossing as an alternative, particularly if the
center encompasses a wide range of retail categories.

e Food Services & Drinking Places (Restaurants) — The format of the 2014 Revised Retail
PDCP, coupled with the identified frequency of Food Services & Drinking Places in
similar retail centers (as per Table 5) suggests that Chappaqua Crossing could contain
one or more restaurants, including both limited-service and full-service establishments.
Furthermore, the Applicant’s Proposed Merchandising Mix identifies as proposed “Quick
Service Restaurants” Chipotle, Noodles & Co., Garbanzo Mediterranean Grill, Chopt’,
and Just Salad; and under “Full Service Restaurant” Del Friscos, Batali, Fortina, Stone
Barn, and “Local Operators.” These proposed tenants include both high-volume, mid-
tier options with established brands as well as higher-end national and local options.

There are numerous reasons why restaurants would be a desirable tenant from both the
Applicant’s and consumers’ perspectives. Restaurants would be a valuable amenity for
marketing both the office and proposed residential uses within Chappaqua Crossing.
They promote place-making, extend hours of activity, expose consumers to adjacent
retail offerings even if those stores are closed during a dining visit, and facilitate linked
consumer trips to other retail establishments. For workers at Chappaqua Crossing,
restaurants would reduce the need for, and number of, work-time trips from Chappaqua
Crossing to other retail locations in Town and beyond. For Town residents, restaurants
would offer a wider variety of both limited-service and full-service options, thereby
reducing the need to travel further for varied dining experiences. And the limited-
service restaurants would be an amenity for students and faculty at Horace Greeley
High School.

There is currently a low capture of Food Services & Drinking Places within the local trade
areas of existing Hamlet retailer (at or below 50 percent), while there is a high capture
rate within the 20-minute drive-time area (87 percent). These data suggest there is
substantial outflow of consumer dollars from Hamlet residents to locations in Mount

2Lugz Sports is one of a kind in Chappaqua,” Chappaqua Daily Voice, June 4, 2011.
<http://chappaqua.dailyvoice.com/neighbors/ez-sports-one-kind-chappaqua>
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Kisco, Pleasantville, Ossining and elsewhere. The outflow is not a supply constraint
within the Hamlet, evidenced in part by the fact that two Chappaqua Restaurants have
closed since AKRF’'s 2013 survey (King Street Restaurant & Bar and Gail Patrick’s).
Rather, area residents are seeking more varied dining experiences than is currently
offered within Town. In this respect, restaurants at Chappaqua Crossing would capture a
portion of the outflow of consumer dollars from the Hamlet. In addition, restaurants
and other retail at Chappaqua Crossing would draw new customers to Chappaqua who
otherwise would not frequent Chappaqua, which in turn could provide greater exposure
and new customers to existing restaurants.

Nevertheless, even with substantial leakage to out-of-Town establishments, restaurants
at Chappaqua Crossing could compete with existing Hamlet restaurants for local
consumers’ dining dollars, particularly when area residents are seeking a
convenient/nearby dining experience. The scale of competitive effects would depend on
the extent of product overlap with existing restaurants—i.e., whether they offer similar
food types, price point, and ambiance. If there was substantial overlap with an existing
restaurant, the competition could contribute to the displacement of that establishment.
However, with the amount of unmet consumer demand within the local market, there is
opportunity for retailers within both the Hamlet's downtown and at Chappaqua
Crossing to market to particular niches and provide first-to-market offerings, be it
through pricing or food types, thereby differentiating themselves within the local
market. In this respect, potential displacement due to competition would not be
expected to lead to prolonged vacancies that could deteriorate neighborhood
conditions within the Hamlet and lead to disinvestment. Irrespective of the effects of
retail offerings at Chappaqua Crossing, the Hamlet’s retail landscape would benefit from
destination restaurants and/or first-to-market offerings that draw from a broader trade
area, create activity into the evening, and expose consumers to surrounding retail
offerings.

POTENTIAL FOR SIGNIFICANT ADVERSE IMPACTS DUE TO COMPETITION

The competitive effects analysis presented above finds that relative to Chappaqua Crossing’s
2013 Retail PDCP, the 2014 Revised Retail PDCP would likely contain more smaller-format stores
whose retail offerings could overlap with some retail offerings within Chappaqua Hamlet. Yet
even with this overlap within certain retail categories, the potential for competitive effects
would be minimized in large part by substantial unmet consumer demand, or sales leakage,
within the Hamlet’s trade areas; new retailers would be expected to capture a portion of this
leakage to out-of-Town retail concentrations in surrounding municipalities including Mount
Kisco, Pleasantville, Ossining and White Plains. In addition, the inclusion of a Whole Foods
grocer as an anchor at Chappaqua Crossing would not present a direct competitor to
Chappaqua’s retail inventory given there is currently no full-scale grocery store in the Hamlet,
and in many respects could shape the retail mix and consumer base of Chappaqua Crossing in
ways that would minimize competitive effects and even draw new customers to the Hamlet.

Nevertheless, competitive effects on stores closest to a project site can occur even when there
are substantial unspent dollars within a trade area, and therefore the potential for displacement
of existing retail establishments due to competition cannot be ruled out. However, the
competitive effects of the 2014 Revised Retail PDCP would not have the potential for significant
adverse environmental impacts because the retail program would not affect the overall viability
of the Hamlet’s retail core. As described in the “Background” section above, while competitive
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economic impacts are not considered environmental impacts under SEQR, such competitive
impacts can become an environmental concern if they result in a community character impact
owing to the widespread, long term vacancy in existing retail concentrations that affect the
entire neighborhood. Individual, isolated, and short-term vacancies would not be considered
environmental impacts.

Any potential retail displacement resulting from the 2014 Revised Retail PDCP would not result
in “widespread, long-term vacancy in existing retail concentrations” for the following reasons:

There is no singular “anchor” retail use within Chappaqua Hamlet for which other
Hamlet retailers depend on for their viability. If one store was responsible for drawing
a substantial share of shopper traffic to the Hamlet, and that store was to be displaced,
then the retail dynamic could change in a way that jeopardizes the viability of all
retailers dependent on that consumer traffic. This is not the case in Chappaqua Hamlet,
which minimizes the threat created from the loss of any particular store. It is important
to note, however, that AKRF does not advocate this condition as a recommended retail
strategy for downtown Chappaqua. While not the subject of this analysis, AKRF
recommends that the Town explores ways to attract greater consumer interest in the
downtown through complimentary retail anchor(s), more destination retail uses, and/or
additional residential/worker populations. The positioning of such in the Hamlet would
improve shopper traffic and retail vitality irrespective of Chappaqua Crossing. Other
demand-generating strategies, such as transit-oriented development within the
downtown, also are recommended and are touched upon below.

Chappaqua’s downtown would remain more convenient to many trade area
customers. For Hamlet retail products that may substantially overlap with Chappaqua
Crossing retail, local area residents would continue to make a majority of their shopping
trips to stores closest to their homes. There are an estimated 468 households within a
half-mile radius of the center of the downtown area (intersection of Greeley Avenue
and King Street), and over 2,000 households within a one-mile radius. In addition, local
retail corridors like those in the Hamlet tend to have more convenience goods and
neighborhood services stores as compared to the anticipated uses under the 2014
Revised Retail PDCP. The Town’s existing retail inventory is weighted toward
convenience goods, personal and laundry services, and specialty shopping goods. With
many downtown retail districts in suburban locations, this shift toward a higher
percentage of convenience goods and personal services is partly the result of such retail
districts adapting to the presence of larger-format shopping goods stores outside of
downtown centers, and more recently Internet sales. Town centers have evolved over
time with these new market influences, but continue to serve an important function of
providing ready access to day-to-day needs and in providing specialized products and
services not commonly found in larger-format or comparatively-sized national chain
stores. By focusing on a specific, and in this case, a geographically small local market
area, retail concentrations in the Hamlet have maintained, and are expected to continue
to maintain, local support.

Chappaqua’s downtown possesses many critical elements of an attractive retailing
location for both customers and existing/prospective retail tenants. As noted above,
downtown Chappaqua is located within close proximity to many residents (there are
over 2,000 households within a one-mile radius), and is at the intersection of several key
transportation routes (Routes 120, 117 and the Saw Mill Parkway). The downtown area
includes the Chappaqua Metro North Railroad Station, which is a daily destination for
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many commuters, as well as Chappaqua Library, Bell Middle School, Town Hall, the Post
Office, ball fields and pocket parks. There are also professional offices within and
surrounding downtown. All of the above-described uses generate vehicular and
pedestrian traffic to and through the downtown area on a daily basis, throughout the
day and into the evening. This—combined with the history and architecture of the
downtown area—contributes to place-making and defines the character of the Hamlet,
which in itself attracts both residents and visitors.

There is substantial unmet consumer demand, creating opportunity for new/niche
retail uses. Given the high levels of consumer leakage in most retail categories, a vacant
storefront could more easily be re-tenanted with retail uses that are positioned to
capture that leakage. New stores have the opportunity to identify and capitalize on
unmet demand and niche retailing opportunities.

Chappaqua Crossing would create a new consumer base for downtown retail.
Chappaqua Crossing contains a substantial amount of commercial office space, and
would include 111 new residential units. Both of these uses would present new local
consumers, who would shop at Chappaqua Crossing and who would be potential
customers for existing Hamlet stores. And as described above, the Whole Foods and
other retail uses at Chappaqua Crossing would draw customers from a broad area, some
of whom would not otherwise frequent Chappaqua, and could cross-shop within the
downtown area. This cross-shopping activity could be facilitated through requirements
to include signage or other means of way-finding (e.g., information kiosk) that promotes
the Town’s retail offerings as a whole—including but not exclusive to those uses at
Chappaqua Crossing. The messaging would need to be carefully crafted so that it does
not discourage trips to Chappaqua Crossing or otherwise lessen the consumers’
experience at Chappaqua Crossing. Even more subtle approaches, such as presenting
information on the Town’s history with pictures and directions to locations, can pique
interest in new consumers, with some eventually venturing into the Town to explore.

The Town is committed to investing in the downtown area in ways that will improve
retail conditions and solidify prospective retailers’ outlook on the location’s long-term
viability. The Town has set aside $6.5 million in its capital budget for making
improvements to the downtown’s water and sewer lines, and streetscape
improvements (including sidewalks, crosswalks and landscaping). The Town also will be
updating its Master Plan, which will explore opportunities through rezoning and
potentially transit-oriented development to better capitalize on market opportunities.
For example, potential transit-oriented-development surrounding the Chappaqua Metro
North station would likely strengthen the retail market in downtown Chappaqua. Such a
development, if properly planned and calibrated, would draw additional consumers to
the area. In addition, new housing units would increase the number of people in close
proximity (walking distance) to the downtown area, which would likely strengthen retail
sales at existing stores.
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POTENTIAL COMPETITIVE EFFECTS ASSUMING 25 TO 50 PERCENT REDUCTIONS IN
CHAPPAQUA CROSSING RETAIL SPACE

As described earlier in this report, Chappaqua Crossing’s overall site plan, the selection of Whole
Foods as the center’s anchor tenant, and the restrictions on “personal service” uses make the
center more closely resemble the Lifestyle subtype of the Community Center shopping center
classification. Community Centers are typically larger than the proposed 120,000 square feet of
retail—they generally range from 150,000 to 500,000 square feet, with a trade area typically
ranging from 3 to 12 miles. Community Centers are often anchored by a supermarket tenant,
with complementary uses varying depending on the configuration of the center and the
demographics of the supporting trade area.

If the gross leasable area devoted to retail uses at the Chappaqua Crossing site were reduced by
25 or 50 percent (resulting 90,000 square feet and 60,000 square feet of retail, respectively), the
development would instead be more appropriately classified as a Neighborhood Center. As
described earlier, Neighborhood Centers are often anchored by a supermarket, but
complementary retail uses generally tend toward smaller-floorplate, convenience-oriented
retailers. Because of the smaller format of the retail center, the primary trade area tends to be
smaller than that of a Community Center, drawing customers from only 5 to 10 minutes away.
As a result, the complementary services generally consist of businesses with limited regional
appeal, like quick-service restaurants, medical and dental offices, and beauty salons.

Although the Whole Foods would likely draw customers from a wider trade area regardless of its
complementary retail uses, the smaller format shopping center would likely be less successful in
creating the critical mass of retail offerings that would make the location desirable to consumers
and prospective retail tenants. Instead of offering higher-end destination retail uses, Chappaqua
Crossing would likely be tenanted with the exact types of convenience-oriented stores that
predominate in Chappaqua. In that way, the proposed reduction in retail floorspace at the
proposed center could exacerbate Chappaqua Crossing’s competitive effects in Hamlet retailers.

2014 REVISED RETAIL PDCP AND THE 1989 TOWN DEVELOPMENT PLAN

This section addresses a specific concern raised by the Town’s Planning Board: whether the 2014
Revised Retail PDCP, with new free-standing retail and virtually no re-use of existing buildings,
along with the occupancies now proposed by the Applicant with the revised plan, creates a third
hamlet, which would be inconsistent with the 1989 New Castle Town Development Plan (the
1989 TDP).

As noted above, unlike the 2013 Retail PDCP shown in Figure 6, with the 2014 Revised Retail
PDCP a portion of the proposed retail would not adaptively reuse the 100 Building of the
existing Reader’s Digest campus building, which in the 2013 Retail PDCP would have housed an
approximately 50,000-square-foot grocery store. In the 2014 Revised Retail PDCP the “100
Building” would be demolished, and the anchor grocer tenant—now identified as a Whole
Foods—would be located within a new 50,000-square foot retail space in the southern portion
of the Retail Overlay District. As shown in Figure 1, the Whole Foods would occupy
approximately 40,000 square feet of that new space, and another retailer would occupy the
remaining 10,000 square feet.

AKRF does not view the Applicant’s proposal to forgo adaptive reuse as directly material to the
guestion of whether the 2014 Revised Retail PDCP would constitute a “third hamlet.” The action

2 RAKRIK




would not increase the amount of residential use or square footage proposed as retail use; it
remains at the approved amounts of 111 residential units and 120,000 square feet of retail. In
this respect, the amount of residential and consumer traffic and overall activity would not
materially change as a result of the proposal to build more of the retail within free-standing
space. The 2013 Retail PDCP already advanced a site plan that included substantial new retail
development such that the newly proposed space for the anchor tenant would not
fundamentally alter the nature and character of the activities that would occur at the site.

Like the 2013 Retail PDCP, the 2014 Revised Retail PDCP would introduce a new retail
concentration outside of the existing hamlet centers, and in this respect is inconsistent with a
position advanced in the 1968 Town Plan of Development and reaffirmed in the 1989 PDP. As
stated in the 1989 PDP:

The Town of New Castle has historically been a residential community, with most of its
commercial development composed of businesses serving the convenience shopping
needs of local residents. These commercial enterprises are, for the most part, located
within the Town’s two hamlet centers—Chappaqua and Millwood. In a suburban area,
with many communities close to one another and with reasonably good roads to connect
them, people rarely choose to fill all their needs locally. In fact, many needs cannot be
met locally. In the case of New Castle, other nearby convenience commercial centers in
Pleasantville, Thornwood, Briarcliff Manor, Croton-on-Hudson and Ossining are also
patronized by the Town’s residents, with primary shopping needs provided for in Mount
Kisco and White Plains. The 1968 Town Plan of Development recommended that all
future local business development be confined to the Town’s existing two hamlet
centers, since it was determined that these areas would be able to adequately meet the
needs of the Town’s growing population, and any expansion outside the hamlets would
be contrary to the objective of maintaining the Town’s predominantly residential
character. This Plan reaffirms that policy.22

Currently, draft amendments to the 1989 PDP under consideration by the Town Board could
make retail uses at Chappaqua Crossing as envisioned in the 2013 Retail PDCP and the 2014
Revised Retail PDCP consistent with the Town’s updated development plan. The rationale for
the draft plan amendments correctly recognize that, “certain projections and forecasts
underlying the policies that formed the basis of the 1989 TDP have not been realized to the
extent that there has been a dramatic paradigm shift in regards to the physical, economic and
environmental conditions affecting the use of property throughout the town.””* For example,
when the 1989 TDP was adopted it foresaw the IBM Hudson Hills facility as a potential
commercial center, but it was never constructed. The only remaining campus-type office setting
was the Reader’s Digest site, and the 1989 TDP did not foresee Reader’s Digest downsizing and
ultimate departure. Furthermore, when the 1989 TDP was adopted, there was a full-service
grocery store east of the Saw Mill River Parkway, which is no longer the case. And in 1989 one
could not fully appreciate the importance of reducing carbon footprint, or the shift in consumer
behavior due to increases in fuel costs, which speak to both local and global rationale for
reconsidering policies that promote driving further distances to meet retail needs.

* Town Development Plan, November 1989, page 129.

2z April 2, 2013 Memorandum from Sabrina D. Charney Hull, Town Planner, to Penny Paderwski, Town
Adminstrator regarding Amendments to the 1989 Town Development Plan in relation to the Town’s
proposed local law allowing retail development in the B-RO-20 Zoning District, p. 2.
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The 1989 TDP position on retail uses outside of the hamlet centers is now also at odds with the
1989 TDP’s encouragement of commercial zoning at the project site to diversify the tax base. As
discussed in the 1989 TDP, property tax revenue is an important source of revenue to the Town,
and the majority of the property tax revenue has been generated from residential properties. In
1987 approximately 70.2 percent of the tax roll in the Town was from residential properties;
only 7.5 percent of the tax roll was generated from commercial and industrial properties, which
included the Reader’s Digest development. According to Town Assessor Phillip Platz, currently
approximately 91 percent of the tax roll in the Town is from residential properties.

The 1989 TDP encourages commercial uses at the project site: “For at least the past 30 years,
the Town has pursued a policy of encouraging this kind of development [office business,
research, and industrial development] a result of its positive experience with a major corporate
office of this type—Reader’s Digest—and its desire to expand the Town’s tax base particularly its
nonresidential tax base.””* The 2011 and 2013 Findings Statements issued by the New Castle
Town Board also identified the importance of commercial development at the Project Site. In
April 2011, the Town Board of the Town of New Castle approved the Commercial Rezoning and
East Village Project (CR & EV Project), which included 662,000 square feet of commercial office
space and 1,680 parking spaces in the B-RO-20 District on 70.8 acres of the Project Site and
eliminated the B-RO-20 District Commercial tenancy restrictions. On the Multifamily Planned
Development portion of the Project Site, the Approved Project included 111 housing units with
no age restrictions, including 91 units of market-rate housing and 20 units of affordable housing.
In the 2011 Findings Statement, the Town Board noted the importance of commercial
development at the project site as it has historically been a commercial use: “For the vast
majority of the past 70 years, starting with its initial development in the 1930s as the Reader’s
Digest headquarters, the project site has been a model corporate campus, supporting the
headquarters of an iconic company, providing an easily accessible location for regionally
significant private employment, and helping to diversify the Town’s tax base.”” The Town Board
also wrote that developing the Project Site with commercial uses became more important for
the Town due to the failed plan for another corporate campus (IBM Hudson Hills) in the Town of
New Castle. Because the IBM facility was not developed, the Project Site’s commercial presence
in the community is even more important to the Town of New Castle today than it was in
1989.”7%% In the 2013 Supplemental Findings Statement, the Town Board acknowledged that the
Chappaqua Crossing project would deviate from the 1989 TDP with respect to retail uses at the
site, but confirmed the importance of commercial uses at the Project Site.

In the 2013 Supplemental Findings Statement the Town Board concluded that the “addition of
retail use would help the Town better realize the goal to maintain commercial use at the Project
Site to preserve and enhance the Town'’s limited commercial tax base.””” The Town Board was
correct in noting that the current climate has changed since the 1989 TDP, and introducing retail
uses at the Project Site will provide a diversified Town tax base: “In addition, certain projections
and forecasts underlying the policies that formed the basis of the 1989 TDP have not been

*4 1989 New Castle Town Development Plan, page 133.
*> 1989 New Castle Town Development Plan, page 5.

¢ 2011 Findings Statement, page 6.

72013 Findings Statement, page 25.
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realized and the physical, economic and environmental standards and conditions affecting the
use of property throughout the Town have changed...The Applicant’s unsuccessful efforts to
reutilize the existing Reader’s Digest Campus office space further underscores the importance of
broadening the types of commercial uses permitted at the Project Site. Introducing retail uses in
the B-RO-20 District of the Project Site will strengthen and enhance the viability of continued
commercial uses at the Project Site and the related benefits of a more robust and diversified
Town tax base.””®

AKRF believes that in order to maintain its position as a “model corporate campus,” Chappaqua
Crossing should advance a mix of uses on the project site that goes beyond commercial office
space. Mixed-use projects bring vibrancy and a sense of place to the suburban landscape, and
provide a competitive edge within a suburban office market, as office and residential tenants
benefit from the close proximity of retail uses. A 2002 study by real estate historian and author
Charles Lockwood found that mixed-use developments consistently outperform single-use real
estate products in many ways, including office and retail lease rates, residential prices and
apartment rents, retail sales and sales tax revenues, and adjacent property values.? In addition,
the Applicant’s request to eliminate restrictions related to store sizes likely reflects a desire to
attract national chain stores that are trending toward a smaller brick-and-mortar presence—
retailers are seeking smaller footprints as merchandise categories move to online channels.
With the exception of the Apple Store, the nine most successful stores in the United State on a
sales-per-square-foot basis have an average store size below 5,000 square feet, and most are
smaller than 3,000 square feet.*®

The activity and place-making generated by the mix of uses does not, in itself, constitute a
“town center” or “hamlet.” Chappaqua Crossing is not designed around, or built upon, the
density of civic and residential uses that typify a hamlet center. When viewing a town center
from this functional perspective, its primary objective is to provide a concentration of
neighborhood goods and services while allowing other locations to receive shopping goods trips,
which by their nature are more auto-dependent. As shown in Table 7 below, there are greater
numbers of residents living within reasonable walking distances of downtown Chappaqua as
compared to Chappaqua Crossing, even when accounting for Chappaqua Crossing’s future
residential population. In addition, given the potential for linked trips between downtown retail
and the Metro North station, Town offices, Chappaqua Public Library and the Bell School, the
downtown area—by virtue of its location, residential density, and physical constraints—best
functions as a place for day-to-day neighborhood goods and services. In contrast, Chappaqua
Crossing is more auto-oriented and its retail mix is projected to be more heavily weighted
toward shopping goods trips.

The notable exception is the Whole Foods grocer as anchor tenant. On this point, the Town
Board found that requiring a full-service grocery store as anchor tenant, “will provide for the
comfort and convenience of occupants in the Office Park District and occupants in the
community, facilitate the provision of daily needs products and services and mitigate the

%2013 Findings Statement, page 21.
% peter Slatin, Mixing It Up, July 1, 2003 http://nreionline.com/construction/mixing-it

%0 Retail Sales, as reported by USA Today online:
http://www.usatoday.com/story/money/business/2012/11/18/most-successful-retail-stores/1710571/
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impacts on businesses in the Town’s hamlets.”*! Overall, Chappaqua Crossing presents a mixed-

use commercial center—as opposed to a town center—within its commercial zone, offering
amenities to its residential and office tenants as well as existing Town residents.

Table 7
Numbers of Housholds within Reasonable Walking Distances
of Existing and Proposed Retail Centers

Households within a Households within a Households within a
%-Mile Radius %-Mile Radius 1-Mile Radius
Downtown Chappaqua 157 468 2,178
Chappaqua Crossing
(with Future Residential
Program) 114 206 728
Source: ESRI Business Analyst Online estimates, based on U.S. Census data

PROPERTY TAX IMPLICATIONS OF PROPOSED WHOLE FOODS MARKET AND SMALL
STORE FORMAT

This section discusses how the inclusion of a Whole Foods grocer, as compared to an A&P, and
the allowance for smaller stores could affect property taxes generated by the retail portion of
the project site. While the tenants and store sizes would influence other fiscal revenues such as
sales and income taxes, the focus for this analysis is property taxes, as those taxes are directly
accrued by the Town.

Like residential properties, the annual property tax burden for a commercial property is typically
determined by multiplying its assessed value by the taxing municipality’s applicable millage rate.
A property’s assessed value differs from its fair market value, which represents the amount that
a knowledgeable, willing, unpressured buyer would pay in the open market for the asset in
guestion; depending on the frequency with which a municipality performs reassessment, a
property’s assessed value may be significantly lower than its fair market value. One measure of
the correlation between a municipality’s assessed values and fair market values is its
equalization rate, determined by the State Office of Real Property Tax Services, which describes
the relationship between assessed values and fair market values. New Castle’s rate of 20.67
indicates that overall property in the Town is assessed at 20.67% of its market value—and that it
has likely been a long time since a comprehensive reassessment of property within the town.

There are several commonly-used methods for determining the fair market value for parcels
that are subject to property tax. According to the Town Assessor, Philip Platz, the Town of New
Castle uses an income-based approach to assessing commercial properties. Through that
method, the Town formulates its annual assessment for a particular parcel by estimating the net
operating income (NOI) for all of its commercial uses. That figure is then multiplied by a market
capitalization rate—according to Mr. Platz, the typical rate used by municipalities in
Westchester is 10 percent—to convert the imputed income into the assessed value from which

12013 Findings Statement, page 25.

3 RAKRIK




a parcel’s annual tax burden is derived. The Town’s estimate for a commercial property’s NOI is
based on local knowledge of prevailing rent levels, expenses, and occupancy rates in the
community.

As a result of this approach, the magnitude of revenue for the Town resulting from new ratables
at the Chappaqua Crossing site depends on the rent levels for its retail floorspace—in other
words, the higher the rents, the greater the tax revenue. It would therefore be in the Town’s
best interest, from a tax revenue perspective, for the developer to lease-up the project with
tenants that can support the highest possible rent levels.

The rents that can be achieved by a retail development are influenced by a variety of factors,
including its anchor tenants and store sizes. The rents, in turn, affect the value of the retail
center and the property taxes generated by the property. The selection of Whole Foods as the
project’s anchor tenant, as well as the potential shift to smaller stores described in the 2014
revised PDCP, would result in higher rent levels not only for the supermarket space, but also for
the shopping center as a whole. Retail tenants typically aim to spend a fixed proportion
(generally 10 percent or less) of revenue on rent expenses; therefore, a store generating higher
sales per square foot can afford to spend more on rent. According to ULI’s Dollars and Cents of
Shopping Centers, a local supermarket chain like A&P would generate $554.92° per square foot
in sales. According to Whole Foods’ financial statements, the chain’s average sales-per-square-
foot nationwide in 2013 was $937.40%. As a result, it can reasonably be expected that the
property owner would command higher rent levels from Whole Foods than it would from A&P—
and that it would assume a larger property tax burden as a result of its selection.

A higher concentration of smaller stores would also have positive property tax implications for
the Town. In general, rent levels are inversely correlated with store size because of economies
of scale; generally as a store gets larger, its rent decreases on a per-square-foot-basis. Smaller
stores tend to sell higher-value, higher-margin goods than do larger retailers, which results in
higher sales per square foot figures. This phenomenon would be reinforced by the selection of
the Whole Foods, which is likely to attract wealthier shoppers than would an A&P. The customer
base could a support a higher-end tenanting strategy—an assumption that is supported by the
Applicant’s Proposed Merchandising Mix, as well as the case studies included in this report. %

*2|n 2012 dollars.

33 http://www.wholefoodsmarket.com/company-info/investor-relations/financial-results
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