








test, all locally adopted impact fee ordi-
nances must comply with the requirements
of the “Florida Impact Fee Act,” which was
created by the Florida Legislature during
the 2006 session. The Florida Impact Fee
Act is intended to ensure that local govern-
ments assume a certain level of account-
ability given the “growth of impact fee
collections and local governments’ reliance
on impact fees.” FrLa. Stat. §163.31801(2)
(2006). To that end, the Florida Impact Fee
Act requires that impact fee ordinances
must, at a minimum: “(a) Require that
the calculation of the impact fee be based
-on the most recent and localized data. (b)
Provide for an accounting and reporting
of impact fee collections and expenditures
... [and] account for the revenues and ex-
penditures of such impact fee in a separate
accounting fund. (¢) Limit administrative
charges for the collection of impact fees
to actual costs. (d) Require that notice be
provided no less than 90 days before the
effective date of an ordinance or resolution
imposing a new or amended impact fee.”
Fra. Stat. §163.31801(3)(a)-(d).

13 Wald, 338 So. 2d 863, 864 (Fla. 3d
D.C.A. 1976).

4 Id. at 868.

15 Id. at 867.

18 Id. at 868 (citing Jordan v. Village of
Menomonee Falls, 137 N.W.2d 442, 448
(1966)).

" Hollywood, Inc. v. Broward County, 431
So. 2d 606 (Fla. 4th D.C.A. 1983).

181d.

% Hernando County v. Budget Inns of Flor-
ida, Inc., 555 So. 2d 1319 (Fla. 5th D.C.A.
1990). But see St. Johns County, 583 So. 2d
at 638 (ruling that school impact fees would
be valid even if the additional capacity in
public schools may or may not be used in

the immediate future because “[dJuring the .

useful life of the dwelling unit, school-aged
children may come and go.”).

2 Hollywood, 431 So. 2d 606 (Fla. 4th
D.C.A. 1983).

# See Nicolas, Impact Fees in Florida:
Their Evolution, Methodology, Current Is-
sues and Comparisons with Other States
at 15 (Sept. 2005).

2 Volusia County v. Aberdeen at Ormand
Beach, LP, 760 So. 2d 126, 135 (Fla. 2000).

# For example, municipalities have been
granted the statutory authority to levy
public service taxes on “the purchase of
electricity, metered natural gas, liqui-
fied petroleum gas . . ., manufactured
gas ..., and water service.” FrLa. STaT.
§166.231(1)(a) (2005). Certain counties
have been granted the authority to levy
tourist development taxes and convention
development taxes. Fra. Star. §§125.0104,
212.0305 (2005).

# See State v. City of Port Orange, 650 So.
2d 1, 3 (Fla. 1995).

% Volusia County, 760 So. 2d at 135 (in-
ternal citations and quotations omitted).

% Id.

# Collier County, 733 So. 2d 1012 (Fla.

1999).
* Id. at 1015-1018.
® Id. at 1019.
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Memo

To: Board of County Commissioners e
From: Chris Wren, Executive Director

Date:  5/20/2008

Re: Broward County Housing Linkage Fee Nexus Study

The Downtown Development Authority has been following the County’s Staff Linkage
Fee Study. The DDA has hired Michael Plummer from Strategic Planning Group (SPG)
to assist with analyzing the Nexus Study. In review of the staff proposal, SPG found
several concerns that should be addressed.

Attached is a PowerPoint and a memo prepared by SPG that includes a review of the
Nexus methodology, a review of the assumptions made from this study, and a conclusion

drawn by SPG.

I thank you for your attention to these issues.

Chair: John Loos Vice-Chair: Gale Butter Secretary: Charles Ladd Treasurer: Alan Hooper
Board Members: William Scherer - D. Fredrico Fazio - Peter Feldman Executive Director; Chiis Wren General Counsel John Miliedge
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Strategic Planning Group, Inc.

Economics ¢ Planning « Development Consultants

TO: FORT LAUDERDALE DOWNTOWN DEVELOPMENT AUTHORITY
FROM: STRATEGIC PLANNING GROUP

DATE: APRIL 10, 2008

RE: BROWARD COUNTY HOUSING LINKAGE FEE NEXUS STUDY

Introduction

SPG was retained by the Fort Lauderdale DDA to conduct a review of the Broward County Linkage Fee Nexus Study
prepared by FIU’s Metropolitan Center. The review included an assessment of the methodology and assumptions
utilized in the study. SPG’s review identified two major areas of concern: the use of outdated information and the lack
of an established methodology.

Review of Methodology

The FIU study does not provide a methodology or systematic analysis to determine the actual nexus between 1) jobs and
household formation, and 2) the affordability gap and the calculation of the costs. The study is comprised of various
independent analyses through which it is difficult to follow the rationale and the linkage between the analyses and their
conclusions. In other words, there seems to be a several disconnects throughout the study, most importantly between the
analyses and the conclusions.

The FIU study provides a simple outline of the methodology; however, the study fails to cohesively follow the steps

outlined. For example, the study fails to provide adequate analysis to justify the number of jobs created by industry

sector and the actual number of households created by income category. While the study provides detailed salary

information by occupation, it lacks justification of the actual number of households by income categories created by jobs
- or converting the various job wages to household incomes.

Another example of a failure in the methodology is in the development of the Affordability Gap analysis. FIU developed
the gap by comparing median incomes to median home prices. However, the nexus costs were developed through an
arbitrary analysis of construction and development costs by types of land use. The study does not take into consideration
the fluctuations in the housing market and the relationship of rental housing versus ownership housing for lower income
working households. The study presumes that the demand for housing will be for new construction rather than existing

homes.
Review of Assumptions

One of the primary weaknesses of a Linkage Fee Nexus study is the need to constantly update the assumptions being
utilized to determine the affordability gap and nexus costs. The analysis is subject to changes in:

o the composition of employment by industry, changes in working households, and the change in the median
household income levels.

NOTE: THIS MEMORANDUM WILL BE FILED AS PART OF THE PERMANENT RECORDS OF THIS PROJECT. ANY QUESTIONS REGARDING OMISSIONS OR
DISCREPANCIES SHOULD BE RAISED WATHIN FIVE (5) DAYS OF RECEIPT OF THIS MEMO. IF NO QUESTIONS AREA RAISED IN WRITING, THE
MEMORANDUM WILL STAND APPROVED AS WRITTEN.
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o the housing market conditions, changes in interest rates and loan underwriting standards, and more importantly,
the change in existing home prices.

o new construction costs and land prices.

o the supply/demand trends in rental and ownership housing.

o Subject to the changes in transportation-related costs.

The FIU analysis to determine the affordability gap utilizes outdated information. The study was conducted at the “top
of the housing market bubble.” Since the study:

The median household income has increased from $60,000 to $64,000.

The 30-year mortgage rate has declined from 6.32% to 5.76%.

The median single-family home price has fallen from $373,700 to $307,700.
The median condo home price has fallen from $187,200 to $139,700.

O 0 0o

Throughout the gap analysis, the study incorrectly compares the lower income ranges to the median home price to
develop the affordability gap within these ranges. The analysis is primarily focused on the costs associated with the
development of new homes and does not take into consideration the large volume of available existing homes, the impact
of the “Save Our Homes” mobility, or the current stock of available rental housing where the study correctly identified
there is “no affordability gap.” This last item is particularly important given that 29% of the County’s 2006 occupied
housing is rental, according to the US Census (American Community Survey). Furthermore, the percentage of rental
greatly increases as household income declines. Lastly, the is a national trend, due in large part to changing
demographics, toward a greater demand for rental housing as opposed to ownership. These factors would greatly dilute
any linkage calculation based solely on a ownership paradigm.

Summary

The Housing Linkage Fee Nexus Study was conducted due to the perception generated by the “housing bubble” that now
does not exist. SPG believes that the housing market is in a “self correcting” period as shown by decline home and land
prices and the fact that homebuilders are responding to the market demand introducing a new mix of affordable rental
and ownership housing products. ‘

Given the changes in market conditions, the nexus costs determined by the FIU study are greatly overstated due to the
use of outdated information and assumptions. Additional considerations should also be made to evaluate the positive
impact of the recent increase and transferability of the homestead exemption and the positive impact of the mass transit
system.

Conclusion

SPG believes that the initiation of a Housing Linkage Fee is not warranted due to current economic conditions and recent
trends in the local housing market. Additional, further study should be made with regard to the positive impact of a
mass transit system.

NOTE: THIS MEMORANDUM WILL BE FILED AS PART OF THE PERMANENT RECORDS OF THIS PROJECT. ANY QUESTIONS REGARDING OMISSIONS OR
DISCREPANCIES SHOULD BE RAISED WITHIN FIVE (5) DAYS OF RECEIPT OF THIS MEMO. IF NO QUESTIONS AREA RAISED IN WRITING, THE
MEMORANDUM WILL STAND APPROVED AS WRITTEN.
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Exhibit G
Comments from Douglas P. Johnson, Attorney-at-Law



Douglas P. Johnson
& Associates

A Personal Injury Law Firm
DOUGLAS P. JOHNSON, ATTORNEY 2924 DAVIE ROAD, SUITE 202
MARY ELLEN NILES, OF COUNSEL ** DAVIE, FLORIDA 33314
TELEPHONE (954) 797-6797
TELEFAX (954) 583-3537
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v REGEIVED

Broward County Administration Office MAY 6 12008
115 S. Andrews Avenue, Room 414

Ft. Lauderdale, Fl 33301 COMMISSIONER
LOIS WEXLER

Dear County Commissioner Wexler:

I met you several times over the course of your career and I am writing you as one of your
constituents.

In 2004, I developed a 12,000 square foot building on Davie Road. The impact fees were $8,333.

In 2008, I am planning on building a 33,000 square foot building on Davie Road. The impact fees
on that building were $104,000. In addition, my property taxes increased from $11,000 to $45,500.
My insurance increased from $9,000 to $27,000.

I read in the Sun Sentinel that the County Commission was considering imposing a $1.00 per square
foot affordable housing fee. Thus, I would be paying over $137,000 in county fees. The problem
that is being created from a smaller developers perspective is that once you add up all the costs and
fees you must request a leaseable rental value. The property owners adjacent to you that got in
“under the wire” obviously can lease their property for a lot less than you can. Which means new
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Staff response to comments from the Fort Lauderdale
Downtown Development Authority



Staff Response to
Fort Lauderdale Downtown Development Authority Position Paper

1.1 Problems with Methodology

Response: The methodology for the FIU Study was closely modeled after that used for
the City of San Diego, first prepared in 1989, and updated in 2004. The San Diego
program has been in place since 1992. County staff reviewed several drafts of the FIU
Study, to ensure that the calculations in the Study were performed correctly, that the
Study adhered to the methodology, and that the Study was internally consistent. Staff
also consistently ensured, in matters of judgment, that conservative assumptions were
used. This was intended to make the Study results more defensible.

1.2 Failure to Justify the Number of Households Created by Job Growth

Response: The FIU Study derives the number of households created by each building
prototype in two steps. First, the study develops estimated employment density (the
average number of square feet per employee) for each prototype, based on industry
standards and trends, as documented in six sources (see pages 40-41 of the Study).
Second, the transition from new workers to new households employs a factor of 1.66, as
described on page 51 of the Study. The following page describes the estimation of
household income, given the salary of the new employee within the household, with the
results displayed in Table 3.8 of the FIU Study.

The detailed calculations for this methodology are contained in Appendix III of the FIU
Study. This table begins with the distribution of employees by occupation group, for
each prototype building, along with the average earnings for each. The table ends with
the number of new households in each income range, for each prototype building.

1.3 Errors in Gap Analysis

Response: Regarding rental units, the staff update of the FIU Study uses the upper limit
of the very low income and low income categories to determine what these groups can
reasonably afford to pay for housing. These amounts are then compared to (a) the
estimated cost of constructing two-bedroom garden apartments, and (b) the current
average rental for a two-bedroom apartment (new and used) in Broward County. Page 13
of the staff report notes that only 2.3% of rental units are charging rent less that $800 per
month, which is the “affordable” rent for the top of the very low income category.

A similar analysis is performed for the cost of condominium townhouse units, compared
to the top income levels of the moderate, workforce, and middle income categories.

Regarding the assumptions used in determining the costs of residential construction, staff
evaluated all such assumptions, with the results shown in Table 2 of the staff report. This
evaluation used both current industry standards and recent local projects. The only
assumption that staff believed needed adjustment, based on current conditions, was land
costs. Staff conservatively assumed a 20% decline in land costs, compared to those in the
FIU Study. Regarding the issue of developer profit, staff confirmed that the 16% figure



used 1n the FIU Study is consistent with the limit imposed by the Florida Housing
Finance Authority in its universal application process.

Table 4 of the staff study reveals two other assumptions by FIU, in its gap analysis, that
staff significantly adjusted. First, the HUD median income as increased by $4,000 in te
year since the FIU Study was completed. Secondly, staff reduced the assumption of the
average condo fee to $300 per month, based on an in-house employee survey.

1.4  Dated Information and Assumptions

Response: As directed by the County Commission, staff has updated the data in the FIU,
and revisited all of the assumptions. The result of this new analysis still results in
affordability gaps, and justifies the linkage fee rates proposed by staff.

1.5 Need to Continuously Update Study
Response: Staff agrees that, if a linkage fee ordinance is adopted by the County
Commission, that a periodic update of the assumptions and data should be required.

2.0 Current Need to Correct/Update Linkage Fee Study

Response: As directed by the County Commission, staff has updated the data in the FIU,
and revisited all of the assumptions. The result of this new analysis still results in
affordability gaps, and justifies the linkage fee rates proposed by staff.

3.0  Demand for Rental versus Ownership ,

Response: Staff’s update of the FIU Study includes an analysis using current rental rates
and sales prices (new and used) in Broward County, and also includes the new homestead
exemption provisions. Neither the FIU Study nor staff’s update were based on an
“ownership paradigm”.

4.0 Impact of Sub-prime Mortgage Crisis and Oil/gas Prices

Response: The impact of each of these national trends is to exacerbate affordability gaps
for those seeking housing in Broward County. The sub-prime mortgage collapse has
resulted in the remaining lending institutions placing much stricter conditions on those
seeking mortgages. The increase in fuel costs results in a smaller share of household
income available for housing costs.

5.0 Legality Issues

Response: Staff was very cognizant, in the proposed design of this program, of the dual
rational nexus test established by the Courts. Staff notes that the article provided by
DDA focuses more on inclusionary zoning ordinances, as opposed to linkage fees. For
further information, please see the memorandum from the County Attorney included as
Exhibit A.





