


appropriate construction activity within the County is subject to this assessment. Finally,
existing staff performing these other functions could be trained to collect the linkage fees,
reducing administrative costs.

Recommendation: Staff proposes that the housing linkage fee be assessed and collected
prior to application for a building permit within any local government within Broward
County. This would coincide with the collection of transportation concurrency fees and
with the environmental approval for these building permit applications, all of which is
performed by the Development and Environmental Regulation Division.

6. Economic impact of a linkage fee program

At both the County Commission Affordable Housing Workshop on April 15, and at
staff’s workshop with interested parties on May 21, the issue arose of the adverse impact
a linkage fee program might have on the County’s commercial sector. Since that time,
Broward County’s economy has shown further signs of weakening. Some examples are:

e Foreclosures in Broward County outpace the national and state averages.
Nationally, according to RealtyTrac®, 1 in 416 US households received
foreclosure filings in August 2008 and 1 in 194 in Florida. For Broward County
the figure is 1 in 112.

e The number of existing single-family homes sold rose in August 2008 (compared
to August 2007), but the median price is down significantly. The August 2008
median price is down 31% from the peak price of $391,100 in November 2005.

e New claims for unemployment are rising and at the current pace may well exceed
the level for 1991, a recession year.

e Currently, employment in Broward is falling. Meanwhile, the unemployment rate
has risen from 3.9% in August 2007 to 6.1% in August 2008.

e Inflation in the Miami-Fort Lauderdale area is rising at a faster pace than the
national average (5.8% from August 2007 to August 2008).

e For the first 7 months of 2008, taxable sales declined 7.3% from the same period
in 2007. This decrease is on top of a decline of 4.3% from 2006 to 2007.

Recommendation: Staff recommends that efforts towards establishing a housing
linkage fee program for Broward County not proceed at this time, due to current
economic conditions. As part of the multi-year Affordable Housing work plan, staff
will monitor indicators of the County’s economic vitality, and renew consideration of this
proposal when conditions are more favorable.
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UPDATE OF THE FIU STUDY

The “Broward County Housing Linkage Fee Nexus Study” was prepared for the County
Commission by the Metropolitan Center of Florida International University. The final
report was issued in October, 2007. Most of the local housing data was based on
conditions in mid-2007. Because the economic conditions of Broward County,
particularly the housing market, have changed significantly during the ensuing year, staff
has updated the data and analysis from this study, to ensure that the conclusions still hold
true. ‘

The Study establishes seven prototype non-residential buildings, each 100,000 square feet
in area, as the basis of the analysis. A large portion of the Study is devoted to estimating
the number of households, in differing income categories, which would be created due to
the employees of each prototype building. Staff sees no basis for altering these estimates
based on changes in Broward County over the last year. These results are replicated in
Table 1.

The next part of the Study examines the presence and extent of an “affordability gap”,
meaning the difference between what certain households can reasonably afford to pay for
housing, and what that housing actually costs. The approach to this calculation in the
FIU Study is to compare the top household income level for each income group to the
rental or sale price of an appropriate new dwelling unit, based on the current average cost
to construct two “prototype” sets of units. For the low-income and very low income
household categories, the study examines the costs of constructing a garden apartment
rental complex. For the moderate, workforce, and middle-income household categories,
a condominium townhouse development is used as the prototype. Table 2 displays staff’s
analysis of the assumptions behind the costing of these two prototypes. The conclusion
from Table 2 is that the only assumption needing modification is the cost of land. This
adjustment reduces the overall cost of a rental unit by approximately $6,000, and the total
cost of each townhouse unit by approximately $8,000.

The other component of the affordability gap analysis is the calculation of what housing
price or rent is affordable for each income group. Table 3 shows updated estimates of
this, recognizing that the HUD median income for Broward County has increased from
2007 to 2008 (up to $64,000), changing the income ranges for each income category.
Table 4 compares the assumptions used in the FIU Study to those being used by staff for
the updated data. One significant change is that staff has performed two sets of
calculations for the condominium situation, one assuming no homestead exemption, and
the other assuming an exemption of $50,000. This produces a range of affordability for
each income category. An additional change in these calculations is a decrease in the
estimate for monthly condominium fees, from $450 to $300. The updated figure was
based on a survey of staff in the Environmental Protection and Growth Management
Department, with more than 30 usable responses.
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Staff received some comments that using the cost of new construction was an
inappropriate approach to calculating the affordability gap, and that the average rent/sales
price of both new and used units would be a better measure. Staff disagrees with this
argument, because any sustained increase in the demand for affordable housing, due to
increased employment in the County, can only primarily be satisfied by new construction
of affordable units. However, staff has conducted an analysis using the suggested
alternate methodology, to determine what results it would yield. Current rent/sales data
is presented in Table 5.

Staff notes that the same data source used in Table 5 indicates that, as of May of 2008,
only 2.3% of rental units were charging rent less than $800 per month, which is the
“affordable rent” for the top of the very low income category.

The balance of the nexus analysis is performed using both of these approaches. The FIU
Study approach, using the estimated cost of constructing new prototype units, is referred
to as the “preferred housing cost methodology.” The approach based on actual rent/sales
data of new and used units is referred to as the “alternate housing cost methodology.”
Staff’s objective is to demonstrate that the proposed linkage fee rates can be justified by
using either methodology.

Table 6 is an update of the “pro forma” calculations from the FIU Study, using new
assumptions including land costs and affordable price points. This table demonstrrates
affordability gaps for each of the five income groups analyzed.

Table 7 compares the affordable rent or condo price for each income group (from Table
3) to the updated prototype unit costs (Table 2) and the actual average sales price and rent
(from Table 5). This reveals that, based on current data, “affordability gaps” still exist
for very-low and moderate income households, even when using the alternate housing
cost methodology.

The final step in the linkage fee nexus study is to combine the number of new worker
households by income category (Table 1) with the results of affordability gap analysis
(Table 7). Because the desired result is a nexus cost per square foot, the calculation
performed is the affordability gap for the income category, multiplied by the total number
of new households, divided by 100,000 square feet. These results (total nexus costs) are
displayed in Table 8a (using the preferred housing cost methodology) and Table 8b
(using the alternate housing cost methodology). .

Table 9 is a comparison of the updated total nexus costs (both versions) and those
contained on the FIU Study. Using both methodologies, each category of non-residential
use yields a nexus cost, and the costs for the office and retail categories are significantly
higher than for the other categories. Also, all of the calculated costs are greater than
$1.00 per square foot, except that the cost for medical/educational properties, under the
alternative methodology, is $0.71 per square foot. '
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Based on the above, staff concludes that the updated nexus analysis supports the adoption
of the proposed linkage fee rates.
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Table 2: Evaluation of assumptions used in FIU Linkage Fee Study for residential

prototypes.
Assumption for 3- | Assumption for 3-
story garden story townhouses
apartments (condominiums)
Component | (rentals) Comments
Units 150 2-bedroom 300 2-bedroom units | Valid assumptions
units
Density 40 units/acre 30 units/acre Although these are high
densities for most Broward
cities, staff has agreed to
them as “conservative”
assumptions which would
tend to under-estimate the
affordability gap.
Unit area 1,000 sq. ft. 1,200 sq ft. Valid assumptions
Parking 2 spaces per unit 2 spaces per unit Valid assumptions
Land cost $1,031,250 per $1,100,000 per acre | Property Appraiser’s staff
acre ($36,667 per unit) reports insufficient data to
($27,500 per unit) document a change in multi-
family land costs from 2007
to 2008. Lacking such
data, staff will make a
conservative assumption
that such land values have
declined by 20% since the
time of the FIU Study.
Hard costs $115 per sq. ft. $135 per sq. ft. Consistent with current
($115,000 per ($162,000 per unit) | costs
unit)
Soft costs $27.56 per sq. sf. $43.13 - $49.67 per | Consistent with current
(includes ($27,560 per unit) | sq. ft. costs
hard & soft ($51,759 - $59,608
cost contin- per unit)
gencies)
Developer 16% 16% Consistent with the limit
profit imposed by FHFA in its
universal application
process

Total Costs

$197.27 per sq. ft.
($197,270 per
unit)

$241.80 - $249.39
per sq. ft
($290,160 -
$299,266 per unit)

Recalculated costs:
Rental: $190.89 per sq. ft.
($190,890 per unit).
Condo: $234.99 - $242.58
per sq. ft. ($281,987 —
$291,092 per unit)
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Table 3: Updated (2008) estimates of affordable rents/condo prices by income category

Income Definition | Top of | Affordable | Affordable Affordable
Category Income | rent at Condo Price | Condo Price
Range | 30% of with no with $50,000
income homestead homestead
exemption exemption
Very Low | <50%of AMI | $32,000 | $ 800 $ 67,000 $ 78,000
Low < 80% of AMI 51,200 | 1,280 $ 132,000 $ 144,000
Moderate | < 100% of AMI 64,000 | 1,600 $ 173,000 $ 184,000
Workforce | < 120% of AMI 76,800 | 1,920 $ 213,000 $ 224,000
Middle < 150% of AMI 96,000 | 2,400 $ 279,400 $ 291,000

Table 4: Comparison of assumptions for estimates of affordable rents/condo prices

In FIU study

Updated assumptions

HUD average median

income for Broward County

$60,000

$64,000

Mortgage terms 30 year, 6.32% fixed rate, 30 year, 6.25% fixed rate,
5% down payment 5% down payment

Taxes Included in mortgage BCPA website puts average
payment at median millage | millage rate at 20 mills
rate for Broward cities (2%).

Condo fees Set at $450 month, $300/month *

including insurance

* Based on survey of EPGM employees.

Table 5: Average rent and sales price for units in Broward County

Unit Type Time Period Average Rent Average Sales
" Price
2-bedroom
apartment May, 2008 $1,276
(new and used)
Condominium 1* Quarter, 2008 $195,659
(new and used)

Source: Broward County Quarterly Housing Report, Second Quarter, 2008. -
Reinhold P. Wolff Economic Research, Inc.
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Table 6: Updated Development Pro Forma

3-Story Garden | 3-Story Townhouses

Apartments - | (300 condominium units)

(150 rental units) 1
Income Level | Very Low Low Moderate Workforce | Middle

Income Income Income Income Income
Affordable $800/mo. $1,280/mo. | $ 173,000 - | $ 213,000 - | $279,400 -
Price Point 184,000 224,000 291,000
Land Cost $ 3,300,000 | $3,300,000 | $8,800,000 | $8.800,000 | $8,800,000
Hard Costs 17,250,000 | 17,250,000 | 48,600,000 | 48,600,000 | 48,600,000
Soft Costs 4,133,985 4,133,985 | 15,527,594 | 16,478,750 | 17,882,521
Developer 3,949,438 3,949,438 | 11,668,415 | 11,820,600 | 12,045,203
Profit (16%)
Total Costs 28,633,423 | 28,633,423 | 84,596,009 | 85,699,350 | 87,327,724
Total Cost $190,890 $190,890 $281,987 $285,665 $291,092
per Unit
Supportable 8,148,000 18,968,000 | N/A N/A N/A
Mortgage
Gap 20,485,423 |9,665,423 | N/A N/A N/A
Per Unit Gap | $ 136,569 $ 64,436 $97,987- | $61,665— -|$92-

108,987 72,665 $ 11,692

Note: Supportable mortgage calculation assumes 5% vacancy/collection loss; no
additional income other than rental revenue; $5,000 per unit for expenses; and 6.5%

financing for a 30-year term.
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Table 7: Affordability Gaps

Affordability

Income | Affordable | Supportable | Affordability | Average
Category | rent at mortgage - | Gap current Gap
30% of based on (preferred rent (alternate
income affordable | housing cost charged housing cost
~ rent __| methodology) methodology) |
Very Low | § 800 $ 8,148,000 | $136,569 $1,276 $ 71,540*
Low 1,280 $18,968,000 | $ 64,436 $1,276 -0-
* Average rent yields supportable mortgage of $18,879,000, for gap of $10,731,000 for
150 units.
Income | Affordable | Condo | Affordability Average | Affordability
Category | condo price | price | Gap (preferred | current | Gap (alternate
range * based on | housing cost condo housing cost
| prototype | methoedology)** | price methodology)**
Moderate | $ 173,000- | $281,987 | $97,987 — $195,659 | $17,659 —
$184,000 108,987 $29,059**
[avg: $103,487] [avg: $23,359]
Workforce | $ 213,000 - | $285,665 | $ 61,665 — $195,659 | -0-
$224,000 72,665
[avg: $67,165]
Middle $279,400 - | $291,092 |$92- $195,659 | -0-
$291,000 $ 11,692
[avg: $5,892]

* Depending on homestead exemption
** The average of the range will be carried forward in the nexus calculation.

20



|4

150D
SI'TI 0¢'L 1L°0 811 9LV SL1 YT'L SnXoN [B10],
-0- -0- -0- -0- -0- -0- -0~ -0- swoou] S[PPIA
: : v _ Jwoou[
-0- -0- -0- -0- -0- -0- -0- -0- S0JOJHIOM
wodu|
LS'T 1444 -0~ L¥Y0 LYo ¢SLT yTL 65€°€T SJBISpON
-0- -0- -0- -0- -0- -0- -0- -0- SUWIodoU] MO]
awoouy
86'8 98°C 1L°0 1L°0 6CY -0- -0- OvS‘1L Mo AIOA
Suisnoy | [euopednpy | JUSMIUIE) | UOPBPOWIWONY | IESIOYA | Surm)de] den

NYJO | -8 /IBIPIN |- -auyg ~ /PIoH / neRy -nuBl | Aiqepioyy
K3010pOoyIaA 1500 SuISnOH 9JeuIdY — 100, aIenbg 194 s1s0) snxaN parepd) :q8 d1qeL
1500
9¢vL [45%4 19°61 0C'ce LSt 568 9L°'6¢ SnXoN [eJ0L
Se0 -0- 43! -0- -0- 81°0 43! c68'S Swodu] S[PPIA
swoouy
99ty -0- 0¥'6 9¢'¢ -0- -0- -0- S91°L9 OIOPHIOM
awoou[
8¢'11 99°61 -0- L0T L0T 19°LL 80°C¢ L8Y'€01 9JBISpON
85°C -0- eL’L 17°9¢ oSl eL’L 86°C 9¢¥'¥9 Swoou] MO
awoou|
6¢91 'S 9¢'1 9¢'1 61°8 -0- -0- 695°9¢1 Mo AI0A

Suisnoy | [euopsonpy | JuWmUIE) | UOPEPOWIUIONIY | I[ESIOYA\ | Supmide) den
NYPO | -IEm /1IN ~1JUH / PIoH /ey -nusly | Aqepiogy

A3ojopoyiaN 150D Suisnoy paiidjaId — 1004 arenbg 194 s1s0)) snxoN pajepd() :eg d[qel




Table 9: Comparison of Total Nexus Costs Per Square Foot

Total ‘Updated Total Updated Total Nexus
Nexus Nexus Costs Costs (alternate
Costs from | (preferred housing | housing cost
FIU Study | cost methodology) | methodology)
Manufacturing $39.13 35.78 7.24
Retail/Wholesale $97.10 85.52 17.52
Hotel/Accommodation $36.57 25,72 4.76
Entertainment $49.91 33.20 1.18
Medical/Educational $24.43 19.61 0.71
Warehousing $27.63 25.12 7.3
Office $78.69 74.36 11.15
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EXHIBITS
Exhibit A: Memorandum from County Attorney dated September 10, 2008. '
Exhibit B: Background Information for Linkage Fee Workshop of May 21, 2008
Exhibit C: Summary of Comments from Linkage Fee Workshop of May 21, 2008.
Exhibit D: Comments from Chris Akagbosu, Director, Growth Managemeht
Department, Facility Management, Planning & Site Acquisition, School Board of

Broward County.

Exhibit E: Comments from Neal Herst, Director, Housing and Community Development,
City of Hollywood.

Exhibit F: Comments from Chris Wren, Executive Director, Fort Lauderdale Downtown
Development Authority

Exhibit G: Comments from Douglas P. Johnson, Attorney-at-Law

Exhibit H: Staff response to comments from the Fort Lauderdale Downtown
Development Authority
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