490-2018

TO: Mayor Dan Gelber and Member:

FROM:  Jimmy L. Morales, City Manager

DATE: September 10, 2018

sUBJECT: Proposed Public Benefits Fee >-C)

The purpose of this LTC is to share the economic analysis for the Public Benefits Fee in the
proposed North Beach Town Center Central Core (TC-C) district in anticipation of First Reading
of the ordinance on September 12, 2018. The attached report was prepared by Miami Economic
Associates, Inc. (MEAI) for consideration by the Mayor and City Commission and includes a
recommended fee structure for developers seeking to develop buildings above 125 feet in height.

It is expected that the findings in the report will be discussed in detail at the September 28, 2018
Land Use and Development Committee (LUDC) meeting. Because the companion
Comprehensive Plan amendment requires a 30-day review period from various State agencies,

consideration for adoption of the ordinance at Second Reading is expected to take place on
November 14, 2018.

JLM/SMT/TRM/MCS/RAM
Attachments

C: Rafael Granado, City Clerk
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September 5. 2018

Mr Thomas R. Mooney. AICP
Planning Director

City of Miami Beach

1700 Convention Center Drive
Miami Beach, FL 331389

Subject: Proposed Public Benefits Fee
North Beach Town Center Central Core

Dear Mr. Mooney.

Miami Economic Associates. inc (MEAI) has reviewed the draft land development
reguiations being proposed by the City of Miami Beach Planning and Zoning Department
for the Central Core of the North Beach Town Center area for the purpose of providing
recommendations to the Department with respect to a method for calculating the Public
Benefits Fee proposed therein and the rate at which the fee should be charged. Under
the Public Benefit Program set forth in Section 142-747 of the draft regulations. payment
- of a Public Benefits- Fee into the North Beach Public Benefits Fund would allow a
developer building a new building in the Central Core to increase the height of the
structure from the "by-nght’ limit of 125 feet to up to 200 feet Payment of such as fee
would be in lieu either all or in part of undertaking any of the public benefit initiatives
that are identified in subsections (b) though ({f) of the cited section.

in summary. the findings of MEAI's analysis are as follows:

« Adoption the draft iand development regulations would result in no more than 11 ---
and more likely, 8 or fewer --- buildings being developed to a height of 200 feet in the
Central Core of the North Beach Town Center during the next 3 to 5 years. Further, if
the draft regulations are amended to include a proposal made by Commissioner
Michael Gongora at a meeting of the City's Land Use Committee on July 31, 2018,
that ties increased height to lot size, the number may not exceed 3 with the
remaining buildings in the area that are talier than the by-right imit of 125 feet being
no taller than 165 feet in height.

« To the extent that buildings taller than the by-rnight limit of 125 feet are constructed in
the Central Core area up to six of them would be located in the portion of the area
north of 71% Street and they would all front on either that artery. Coilins Avenue or
727 Street. where they will face a park rather than any existing residential structures.
Two of the five potentially tailer buildings in the portion of the Central Core south of
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715 Street would also front on Coliins while one would front on Indian Creek Drive
where buildings tailer than 125 feet already exist

« The provision in the draft land development regulations that would allow buildings of
up 200 feet to be constructed in the Central Core area in return for the provision of
specified public benefits and/or the payment of a Public Benefits Fee is predicated
on a belief of City s Planning Department --- with which we concur --- that it, when
coupled with requirements contained in the draft regulations with respect to
setbacks. would result in better individua! projects as well as better pedestrian
environments being created Most specificailly. the provision would aillow more
natural light to reach the surface of the street while making the buildings appear less
massive However, that provision will also redound to the financial benefit of the
developers who decide to take advantage of it by enabling them to potentially reduce
their overall cost of construction as well as costs of financing and to enjoy premium
revenues on the space they deveicp above tne by-right height. Accordingly MEA!
believes that the amount of the Pubiic Benefits Fee should be set at a leve! that will
enable the City to share in the enhanced financial performance enjoyed by the
developers of projects that exceeds the by-right height to the point that it can collect
significant amounts of money to address community needs. however, we also
believe that the amount of the fee should be viewed as an add-on te the increased
ad valorem taxes that the prospective project can be expected to produce by virtue
of its enhanced revenue potential. thus also set at a level that will not run nsk of
deterring them from building structures that are taller than the by-right height on the
sites that can accommodate such structures

« MEAI helieves that calculation of the proposed Public Benefits Fee should be based
solely on the square footage of rentable or saleable space on the floors within a
structure above the by-nght height

« As a result of the analysis MEAI performed. we suggest that the Public Benefit Fee
should be paid at a rate of $3 per square foot of rentable or saleabie space above
the by-right ievel. This suggestion assumes the land development regulations are
adopted as currently drafted by the Planning Department rather than in accordance
with previously referenced proposal by Commissioner Gongora at the Land Use
Committee meeting on July 31 2018

The materials that follow begin by providing an expanded description of the proposed
Public Benefits Program and its fee component They then provide further detall
regarding the number and locations of the sites on which the Public Program Benefits
Program s likely to be utilized cver the next three to five years based on current property
ownership patterns 1n the Central Core Foliowing that. the bases of MEAl's
recommendations with respect to the Public Benefits Fee are presented

Miami Economic Associates, Inc. 6861 S.W. 89" Terrace  Miami, Fiorida 33156
Tel: (305) 669-0229 Fax: (866) 496-6107 Email: meaink@bellsouth.net
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Description of the Proposed Public Benefits Program

On October 19 2018 the Mayor and City Commission of Miami Beach adopted the
North Beach Master Plan prepared by Dover Kohl and Partners. Inc  which identified
the North Beach Town Center as needing redevelopment and revitalization [t further
recommended increasing the FAR to 35 in Town Center Zoning Districts TC-1. TC- 2
and TC 3 to aliow for the development of larger buildings and to encourage the
emergence of 71%¥ Street as a ‘main street” for the North Beach area On May 16 2018
after Miam: Beach voters approved the recommended increase in FAR for the
referenced zoning districts. the City Commussion modified the City's Comprehensive
Plan and Land Development Regulations to provide for a 3.5 FAR for in those districts.
The proposed Land Use Reguiations that MEAI has reviewed as part of its work seek to
establish the mechamism for achieving a 35 FAR by replacing the existing zoning
districts with a new one TC-C {Town Center — Central Core) It aiso establishes the
uses that will be permitted in the new zoning district as well as the manner in which they
can be developed in terms of such parameters as height, minimum unit sizes. density
setbacks. etc. The proposed TC-C Zoning District would be bounded by 727 Street on
the North. Collins Avenue on the east. 89" Street on the south and Indian Creek Drive
and Dickens Avenue on the west The intended purpose of the requirements of the TC-C
Zoning District include. but are not imited to. the following

+« Toencourage the area's redeveiopment and revitalization,

+ To promote a compact pedestran-criented town center consisting of a high-intensity
empioyment center. mixed-use areas and residential living environments with

- compatible office and neignborhood-oriented commercial services' ‘

s To permit uses that will be able to provide economic development in light of changing
economic realities due to technology and e-commerce and

« To promote a diverse mix of residential educational, commercial. cultural and
entertainment activities for workers, visitors and residents

As discussed in the introductory paragraph of this letter. the Public Benefits Fee
proposed in the draft land deveiopment regulations for the TC-C Zoning District would
allow a deveioper constructing a new building in the Central Core to increase the height
of the structure from the by-nght imit of 125 feet to up to 200 feet by paying a Public
Benefits Fee into the North Beach Public Fund Payment of that fee would be in lieu,
either all orin part of undertaking any the community benefit initiatives that are identified
in subsections (b) though (f) of Section 142-747 of the draft regulations The community
benefit initiatives identified in the proposed regulations are as foliows.

Provision of on-site affordable or workforce housing units

Provision of off-site affordatie or workforce housing units

LEED Platinum Certification

Seif-sustaining electrical and surpius stormwater retention and reuse
e Provision of public recreation faciiities

* B »

Miami Economic Associates, Inc. 6861 S.W. 89t Terrace Miami, Florida 33156
Tel: (305) 669-0229 Fax: (866) 496-6107 Email: meaink@bellsouth.net
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Jnder the current TC-1 TC-2 and TC-3 Zoning Districts that appiy to various portions of
what will become the TC-C Zoning District. the height limit varies between 45 and 125
reet depending on the specific zoning district in which a particular parcel is iocated A
height limit of 125 feet is apphicable in TC-1 The height Iimits in TC-2 and TC-3 are 50
and 45 feet. respectively. Appendix 1 shows the portions of North Beach Town Center
currently designated TC-1 TC-2 and TC-3 on the map labeied "Existing™ {t also shows
on that map labeled Proposed” that under the draft regulations for the proposed TC-C
Zoning District. the im#t would be 125 feet by nght increasing to up to 200 feet if the
developer of a new buiding commits to participate in the Public Benefits Program in
some manner including either all or in part through the payment of a Pubiic Benefits Fee

According tc the fand development regulations being proposed for the TC-C Zoning
District, Public Benefits Fees paid by developers into the North Beach Public Benefits
Fund as well as the interest earned on those payments if any. shall be utilized for the
following purposes

« Sustainability and Resiliency grants for properties in the North Beach Historic
Districts:

« Uses identified for the Sustainability and Resiiency Fund as identified in Section
133-8(¢) for North Beach.

e Improvements to existing parks in North Beach'’
Enhancements to public transportation and alternative modes of travel including
rights of ways and roadways that improve mobility in North Beach,

« Acquisition of new parkiand and environmental and adaptation areas in North Beach;
and

+ [nitiatives that improve the guality of life for North Beach residents.

The recommendation to increase the height limits in the TC-2 and TC-3 Zoning Districts
from 50 and 45 feet. respectively to 125 feet relates to the fact that a 3.5 FAR cannot be
achieved under the current height imits. That level of FAR can potentially be achieved
within the context of a 125-foot height limit assuming a parcel of appropnate size and
dimensions, however as shown in Appendix 2, not in the context of a single structure if
the width of the building width is imited to 165 feet within 50 feet of the property line as
proposed in the draft iand development regulations for the TC-C Zoning District. The
purpose of that proposai. n turn. 1s prevent the so-called “wall effect” (iliustrated in
Appendix 3) which denigrates the pedestrian environment by decreasing the amount of
natural light reaching the street but it can only work if the height limit is increased to 200
feet. In order to ensure that the increase in height does not produce a different but still
undesirable outcome from the point of view of pedestrians. i e. the sense of that the
buildings are looming over them the draft land development regulations for the
proposed TC-C Zoning District require as shown in Appendix 4. additional setbacks
above 55 feet for ali structures on Ciass A Streets except Indian Creek Drive including
713 Street. 727° Street and Collins Avenue The Class A streets just enumerated are the

' The purpose of this paragraph Morth Beach s defined as the area of the City of Miami Beach located
r.orth of 83 Street, exciuding the La Gorce ca Goree island and Alison Istand

Miami Economic Associates, Inc. 6861 S.W. 89» Terrace Miami, Florida 33156
Tel: (305) 669-0229 Fax: (866) 496-6107 Email: meaink@bellsouth.net
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pnmary pedestnian cornidars in the Central Core That requirement would also be applied
on 697 Street a Class B Street. between Harding and indian Creek Drive

The provision 0 the draft 1and development regulations that would allow buildings of up
200 feet to be constructed in the Central Core area in return for the provis:on of specified
oubhc benefits and/or the payment of a Public Benefits Fee 1s predicated on a beiief of
ity s Planning Department --- with which we concur --- that it when coupled with
requirements contained in the draft regulations with respect to setbacks. would resuit in
petter individual projects as weil as better pedestrian environments being created. Most
specifically. the provision wouid aliow more natural light to reach the surface of the street
while making the buildings appear less massive However. the Department also
reccgnized that the provision will redound to the financial benefit of the developers who
would be able to coliect premium revenues on the space they develop above the by-right
height Accordingly it included the concepts of a Public Benefits Program and a Public
Benefits Fee in the draft regulations to enable the City inclusive of its residents. to share
:n the enhanced financial performance that deveiopers of projects that exceed the by-
right height would enjoy at level beyond what the City would otherwise get in the form of
the increased ad vaiorem taxas.

Since beginning our work. we have met with a contractor familiar with the economics
associated with building high-rise structures in Miami-Dade County generally and Miami
Beach specifically In response to our questions. he estimated that construction of a 200-
foot building rather than one 125 feet high might cost between 5 and 10 percent more
He further indicated that while portions of the additional costs would relate to structural
and mechanical systems. the major reason would be increased project overhead due to
the fact that the project tmetable would likely attenuate. We then showed him the
matenal in Appendix 2 which shows that development of a 3.5-FAR project at a height of
125 feet and width of 165 feet would require the construction of twe buildings rather a
single structure. resulting i the need for two lobbies and service areas, potentially more
glevators and an increased amount of "skin” inclusive of additional fenestration. In the
absence of sets of plans, he was unable to estimate with any precision whether, if at all,
the two-structure plan would cost more than the plan with one taller structure but it was
our distinct impression from our conversation that it would. Reduced construction costs
up front would also result in lower financing costs and interest expenses once
construction of the project has been completed On that basis. we believe the
Department may have underestimated that extent to which developers would benefit
from being able to potentiaily increase project heights from 125 feet up to 200 feet when
developing projects with the intensity of a 3 5 FAR

Applicability of the Public Benefits Program

As ndicated in the preceding section of this report, the draft land development
reguiations for the TC-C Zoning District will raise the height limit for all parcels of fand
withun the District to 125 feet Further it would aliow that height fimit to be increased to
200 feet on all parceis if 1) one or more of the vanous public benefits enumerated in
Section 142-747 (inciuding the payment either all or in part. of a Public Benefit Fee)

Miami Economic Associates, inc. 6861 S.W. 89t Terrace Miami, Florida 33156
Tel: (305) 669-0229 Fax: (866) 496-6107 Email: meaink@bellsouth.net
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is/are provided and 2) deveiopment to that height could be achiaved within confines of
the other development parameters set forth in the draft regulations However. as a
practicai matter not all parcels have the size and dimensions to be able to
accommodate buildings up to 200 feet within the parameters for development set forth in
the draft land development regulations and many may not even be able to accommodate
buildings of up to 125 feet in a way that is either economucal and/or utilitarian
Accordingly. as par of MEAI s review of the draft land development regulations we have
attempted to assess the applicabiity of the Pubiic Benefits Program over the next three
to five years based on current land ownership patterns in the proposed TC-C Zoning
District

In conducting the analys:s referred to above we took intc consideration a proposal
offered by Commussioner Michae! Gongora at the Land Development Committee hearing
chaired by Commissioner John Elizabeth Aleman on July 31 2018. Under his proposal,
a height of 200 feet would continue to be atlowed (assuming provision of at least one of
public benefits enumerated in Section 142-787) on sites 50.000 square feet or greater.
However no height increase above 125 feet would be permitted on sites smaller than
25 Q00 sguare feet and height increases on sites between 25 000 and 49 999 square
feet would be imited to 165 feet

Table 1. on Page 7. provides the results of the anaiysis that MEAI performed As
evidenced in the tabie. we found a total of 9 privately-owned lots or assemblages of lots
that are 25 000 square feet in size or greater. Of these only two are currently 50,000
square feet or greater although there are reasons to believe that cne assemblage
currently below that size could increase to that size - We aiso found two situations were
assemblages that could exceed 25.000 square feet in size may be easily achievable
However it should also be noted that of current plans for three of the parcels between
25 000 and 49,999 square feet do not anticipate buildings exceeding 125 feet in height.*

Accordingly. our analysis indicates that nc more than 11 -- probably 8 or fewer ---
buildings 200 feet in height are likely to be built in the proposed TC-C Zoning District
over the next 3 to 5 years if the draft land development regulations MEAI reviewed are
adopted in their current form Further f Commussioner Gongora's proposal to tie building
height increase to lot size, the number of 200-foct buildings may not exceed 3

In reviewing Table 1 it also should be ncted that 6 of the 11 pctential sites for taller
buildings. including all of those either currently aor potentially 50 000 square feet in size.
are located north of 71 where the buildings will probably front on either 71% Street
Collins Avenue or 72" Street where they will face a major City Park rather than existing
rasidential structures

< An assemblage of land of 50 C00 square feet or more could potential occur in the block north of 71 Street
tetween Abbott and Byron Such as assembiage would nciude the parcel 22 000 to 49,999 square foot
parcei shown or Table for the block

" Thus sentence refers to development proposed on an assembiage iand referenced on Table 1 at the corner
of Colins and 727" Street and the parceis shown on Tadle 1 on the biocks south of 71 Street between
Byron and Abpott and Abbott and Harding

Miami Economic Associates, Inc. 6861 S.W. 89t Terrace Miami, Florida 33156
Tel: {305) 669-0229 Fax: (866) 496-6107 Email: meaink@bellisouth.net
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Table 1
Parcels 25,000 SF and Larger
Proposed TC-C Zoning District

Parcel Size *

25.000 to 49,999 SF 50,000 SF and greater
71ist to 72nd Street
Collirs to Harding 2 0
Harding Avenue to Harding Court g 0
Harding Court to Abbott g s}
Aobott te Byron 1 G
Byron to Carlisie 0 ] o
Calisie to Dickens g 1o
71st to 69th Street
indian Creek to Carlisle g 0
Carlisle 10 Byron 0 0
Byron to Abbott T o 0
Abbott to Harding 1o ¥
Harding ‘o Coilins 2 o

* The term parcel refers to individual propetes or assemblages of multipie properiies

“* Adaitonal asssembilage possible

= Qutparceits) appear o exist

“* Biocn with proposed North Beach Town Center Project s pians currently do not assume addiional neight)

Source Miami Beach Planning arg Zoning Department. Miami-Dace County Property Appraisar Miamy
Economic Asscciates inc
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With respect to the 4 potentiai sites for taller buildings south of 71% Street. 2 also would
front on Collins Avenue while 1 wouid front on Indian Creek Drive where buildings taller
than 125 feet have already been cevelopea With respect to the area south of 71%
Street. the map i Appendix 5 shows that there are considerable portions of this area
that are currently ownad by the City of Miami Beach itself (colored in blue) Further.
considerable porticns of the biock between Ccllins and Harding as weil as the block
between Byron and Carlyle are comprised of small lots generally under 6 500 square
feet in size making future assembly of parcels capable of accommodating economicai
and/or utiiitarian taller buildings within the context of draft land development regulations
for the proposed TC-C Zoning District very difficult. f not impossible in other than
extraordinary circumstances

Setting a Rate of the Proposed Public Benefits Fee

Based on MEAI s knowledge of the Central Core area and the market forces on which
future development in that area are likely to be based. we expect that any development
that exceeds the by-right 125-foot height imut will be residential in nature with new rental
apartments rather condominium units most likely pre-dominating Further, it has been
our expenence that the economics of rental apartment deveiopment are typically more
difficult to navigate through successfuily Based on those assumptions, we undertook the
analysis which 1s summarized on Tabie 2 on Pages 8

By the way of explanation regarding the structure of Table 2 the foliowing points are
noted:

s The analysis shown on the table s predicated on the proposition that a developer
making a Public Benefits Fee payment does so in order to reduce the cost of
construction upfront and. more importantly, to collect the increased income stream
that constructing a building talier than the by-right 125 height imit would provide to
him as he collects premium rents on the units on floors above that height. The table
15 set up to calculate the present value of that increased income stream over a 30-
year period. In caiculating the present value it was assumed that that income would
inflate at a rate of 2 percent per year and that a discount rate of 5 percent would be
appropriate given the level of nsk associated with collecting the increased income
and the current environment in terms of interest rates

Miami Economic Associates, Inc. 6861 S.W. 89 Terrace Miami, Florida 33156
Tel: (305) 669-0229 Fax: (866) 496-6107 Email: meaink@bellsouth.net
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buiiding Therefore, the annual rent differentials would be greater than shown on
Table 2

s W nthe ors discussed in the preceding two bullets are taken in combination. it
is claar that discounted values of the increased cash fiow in both scenarios would be
sigr ¢+ greater than shown on Table 2 and the Public Beneft Fees as
percer s of the discounted values smaller

« Finally. we beheve that the table demonstrates two things which are as foilows

Limiting height on certain size parcels to 165 feet as Commissioner Gongora
has proposed would significantly reduce the amount of the Public Benefits
Fees that the City will be able to collect. and

Under Commissioner Gongoras proposal, payment of the Public Benefits
Fees will be more onerous to the developer and increase the probability that
more of them will not seek to increase the height of ther building. which, in
turn. could result in less attractive individual new buildings and environments

for pedestrians

Closing

MEAI has preciated having the opportunity perform the analysis summarized in this
report We will make ourselves available. if requested. available to present our findings
to the ag  »priate City Committees and the City Commuission

Sincerely
Miami Economic Associates, Inc

Andrew Dolkart
President

:iates, ind T 3156
| © il
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