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1.0 Introduction
1.1 Purpose of Report

The City of Coral Gables, Florida (“City”) is proposing a streetscape
improvement project for Giralda (“Project”). The Project is a redesigned
experience for Restaurant Row. This will include creating a single surface
curb-free environment utilizing high quality materials and finishes including an
artistic street paver design covering the full width of the road from building to
building, installing landscaping, setting the stage for incorporation of public art,
providing decorative street lighting and wayfinding, as well as improving
drainage and creating a new and cohesive experience.

Stantec performed an analysis of the scope of the Project estimating cost at
$3,560,763". The City plans to fund this improvement program with grant
money from Miami-Dade County and by issuing its Series 2014 Capital
Improvement Revenue Bonds (“Bonds”). The debt service on the Bonds will be
paid in part by the City (50%) and in part by special assessments (50%)
imposed on properties receiving special benefit from the Project. As described
in more detail below, the properties that would receive a special benefit from
the Project (“Benefiting Properties”) include: (a) properties directly fronting on
Giralda Avenue and (b) properties adjacent to the fronting properties contained
within the same block (“Adjacent Property”). This report describes how the
improvement program will be funded and the methodology by which the special
assessments are allocated to those properties receiving special benefits from
the improvements.

1.2  Requirements of a Valid Assessment Methodology

Valid special assessments under Florida law require two things. First, the
properties assessed must receive a special benefit from the improvements paid
for via the assessments. Second, the assessments must be fairly and
reasonably allocated to the properties being assessed. If these two
characteristics of valid special assessments are adhered to, Florida law
provides wide latitude to legislative bodies, such as the City, in approving
special assessments would be valid. Indeed, Florida courts have found that

! Stantec (February 2014), “Streetscape Improvement Program for Miracle Mile and Giralda”, amended
to increase contingency from 5.0% to 7.5%.
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2.0

2.1

mathematical perfection is probably impossible, but if reasonable people
disagree the assessment will be upheld. Only if the City was to act in an
arbitrary, capricious or grossly unfair fashion would their assessment method
be invalid.

Special Benefits and General Benefits

Public improvements create both: (1) special benefits to the properties fronting
Giralda Avenue and to the adjacent properties within the same block and (2)
general benefits to other properties in the City and County. However, as
discussed below, these general benefits are incidental in nature and are readily
distinguishable from the special benefits which accrue to the Benefiting
Properties. In recognition of these general benefits, the City will pay 50% of
the Project’s cost.

There is no doubt that the general public will benefit from the proposed
streetscape project. However, the Benefiting Properties receive special
benefits that are different in type and in magnitude from the more general
benefits. The Benefiting Properties are proximate to the Project improvements
and are directly enhanced by the Project. The Florida case law on special
assessments has identified criteria for determining special benefit including: (a)
increased market value, (b) lower insurance costs, and (c) increased use and
enjoyment. As discussed below, the Project will have a significant, positive,
impact on the use and enjoyment on the Benefiting Properties, and the Project
will increase their values well in excess of special assessment that would be
imposed to pay for a portion of the cost of the improvements.

Cost of the Giralda Streetscape Project

Cost of the Project and Credits from Grants

Exhibit 1 summarizes the Project cost and how the City plans to use a grant
from Miami-Dade County to reduce these costs. The City is planning two
streetscape projects: (a) Miracle Mile and (b) Giralda. The City plans to divide
the County grant proportionately to each project based on its cost.

Exhibit 1. Miracle Mile & Giralda Avenue Streetscape Project
Cost and Grants

Project Total Credit Net Cost
Miracle Mile $15,694,098 $953,634 $14,740,464
Giralda $3,560,763 $216,366 $3,344,397
Total $19,254,861 $1,170,000 $18,084,861
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2.2

Therefore after the grant from the County is credited, the Giralda project has a
net cost of $3,344,397. As described next, the City plans to issue its Series
2014 C Bonds to fund this cost.

Financing Plan for the Project

The City plans to issue its Series 2014 C Capital Improvement Revenue Bonds
in the amount of $3,480,000 to fund the Project cost net of the grant. There will
be two years of interest only followed by 20-years of principal and interest.
Exhibit 2 outlines the uses of the Bond funds.

Exhibit 2. City of Coral Gables
Series 2014 C Capital Improvement Revenue Bonds

Category Amount
Construction Cost $3,344,397
Original Issue $18,947
Discount

Underwriter's Discount $34,800
Cost of Issuance $81,856
Total Par Tax Exempt $3,480,000

Source: PFM, City Financial Advisor

The City’s Financial Advisor, Public Financial Management, Inc. (‘PFM") has
estimated the size and structure of the bond financing needed to raise the
$3,344,397 Project cost.

The construction fund directly funds the Project cost. Since these funds will be
spent quickly and the investment rate on short term funds is very low, it is
assumed here that there will be no significant interest earnings on unexpended
construction funds. PFM has determined that no debt service reserve fund,
which is typical in municipal bond structures, will be needed for this financing.
The City will fund interest costs for the first two years. Therefore, there are no
costs for capitalized interest included in the bond sizing.

The underwriter's discount is estimated at 1.0% based on current market
conditions as determined by PFM. This allowance pays the underwriter for
taking the risks involved in purchasing the City’s Bonds. The cost of issuance
pays for the trustee, financial advisor, and other costs associated with issuing
the Bonds.
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PFM estimates that the average coupon rate on the bonds will be 4.9%.The
principal and interest payments will have an annual maximum annual amount of
$279,029. The City of Coral Gables plans to assume responsibility for 50% of
the bond debt. Therefore, of the $3,480,000 in Series 2014 C Bonds the City
will be obligated to fund $1,740,000. The balance will be assessed against the
specially benefiting properties fronting Giralda Avenue and the Adjacent
Properties. The annual maximum debt service of $279,029 will also be divided
between the City and Benefiting Properties with each paying maximum annual
assessments (before administrative charges) of $139,515.

The next section of this report describes the proposed method to allocate the
portion of the Series 2014 C Bonds, totaling $1,740,000, among the Benefiting
Properties based on the benefits that each receives. As a result of the
allocation of the Bonds, these properties will be obligated to make payments of
special assessments over a 20-year period to pay off the lien of the Series
2014 C Bonds. The City will pay the first two years of interest only.

Assessment Methodology
Overview

The Giralda assessment area contains a combination of developed properties,
including residential, commercial and mixed use, as well as some government
property. The contribution from government property being used for a
governmental or non-profit purpose will come from the City’s 50% contribution
of the Project costs.

Due to the diverse land use characteristics of the properties and the potential
for the Project to enhance the value of such properties in varying degrees, this
Project does not lend itself to the typical apportionment approach of allocating
the Project costs based solely on the frontage of the properties abutting
Giralda.

Additionally, it's important to recognize that the amount of benefit provided to
properties will likely vary based upon the building size. Consequently, a
combined apportionment methodology taking into account front footage,
building size, and just value was considered the most equitable and reasonable
apportionment methodology to account for the numerous benefits provided to
the various classes of properties in differing amounts.
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3.2

Methodology to Allocate the Cost of the Project to Benefiting Properties

It is fair and reasonable and proportionate to the special benefit received to
apportion approximately 1/3 of the cost of the Project based upon front footage
on Giralda because the various roadway, drainage, parking and pedestrian
improvements will be constructed along the entire length of Giralda within the
Project area. Additionally, it is fair and reasonable and proportionate to the
special benefit received to apportion the remaining 2/3 of the cost of the Project
equally between building adjusted square footage and market value of the
property because certain Project components, such as neighborhood identity
and character, street lighting improvements, improved utilities, and the
numerous aesthetic and beautification improvements will enhance and
preserve property market value and provide benefits to those properties without
direct frontage on Giralda.

In this case a three factor method is proposed as the most equitable way to
apportion the costs of the Project to Benefiting Properties. The first factor is
front footage on Giralda. The amount of front feet a property has along Giralda
has a clear and logical relationship to the special benefits that a property
receives from the improvements. Front feet were measured using our
geographic information system since the Property Appraiser did not have front
feet records for all of the subject properties.

The second factor is building size. A larger building generally receives more
benefit than does a smaller building, even if both buildings have the same front
feet. The larger building will generate more income than the smaller building all
other things being equal. The building size used is adjusted building square
feet. This is the standard unit of measure that the property appraiser reports.

The Property Appraiser uses three measurements of building size: gross,
adjusted building square feet, and living square feet. In the case of commercial
buildings, living or heated square feet is not available. From the Property
Appraiser, the following are the definitions for each of the three types of
measurements:

"Building Gross Area" is the sum total of all measured areas within the subject property. This
includes garages, patios, mezzanines, interior offices and all other areas maintained in the

Property Appraiser’s record.

"Building Adjusted Area" is the Property Appraiser’s office internal unit of measure used for
calculating the area’s value. It is the Actual Area adjusted to reflect approximate market costs.
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“Building Livable Area" for residential properties the Livable Area represents the space used
for habitation purposes. Typically livable area will have access to electricity, plumbing and
oftentimes air conditioning. It may include hallways, closets, bathrooms, storage and other
areas outside the main living structure. It does not include garages, carports, and patios. On
commercial properties, where livable is not applicable, this will mirror the Actual Area.

The third factor is market value. Generally, a more valuable building will
receive more benefit in terms of increased market value than would a less
valuable building if both buildings receive the same percentage improvement in
market value caused by the Project. At the same percentage increase, the
more valuable building receives a larger dollar increase in its market value.
Market value was taken directly from the Property Appraiser. Each of the three
factors is weighted evenly in the methodology proposed here.

The next step in calculating the assessments is to determine how much
additional special benefit the properties with frontage on Giralda receive over
and beyond the benefit received by the Adjacent Property. In order to solve
this issue, an econometric model was created to determine how much value is
derived from having frontage directly on Giralda Avenue. This econometric
model ( multiple regression analysis) was able to identify the value attributed to
frontage as opposed to value attributed merely by square footage and number
of floors contained in a particular building.

This model used 198 data points of properties located on or near Miracle Mile.
Miracle Mile was used due the larger sample of data available for the analysis.
It is reasonable to believe that the model’s conclusions hold true for Giralda as
well. Miracle Mile was used due to the greater number of data points since
Giralda Ave. did not have enough data to support a reliable econometric model.
The variables used to calculate a property’s value included building adjusted
square feet, front feet on Miracle Mile, and whether or not the building was
greater than 1 story and also located on Miracle Mile. Exhibit #3 presents the
regression results. The statistics are listed below and show a very statistically
significant model that explains 90% of the price variability using variables that
are each highly significant. The extremely low p-values for each variable are
interpreted as there being a nearly zero percent chance that the variables are
not significant.
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Exhibit 3. Regression Analysis Results

Regression Statistics

Multiple R 0.95
R Square 0.89
Adjusted R Square 0.89
Observations 198.00
ANOVA
Significance
df SS MS F F
Regression 3 4.11452E+15 1.37151E+15  544.562778 3.43298E-94
195 4.91116E+14 2.51854E+12
198 4.60563E+15
Standard
Coefficients Error t Stat P-value
0 #N/A #N/A #N/A
Miracle Mile Frontage 681,329 167517.3679 4.067211783 6.90213E-05
Adj. BLDG_SQFT 108 2.778991337 38.95198683 6.13385E-94
Frontage & >1 Story 755,928 344155.8381 2.19646944 0.029237335

The coefficients calculated by the regression analysis for each variable can be
used to predict the value for each property in our data set. The formula for
calculating the value of a property containing a 1-story building located on
Miracle Mile is as follows:

Value = $681,329 + $108 * Avenue Adjusted Sq. Ft. of Building

For our data set of 198 properties, the average adjusted building square
footage is 9,540 sq. ft. Therefore, the average value of a building located on
Miracle Mile containing 1 or less stories is $1,711,649.

Average Property Value with Frontage = $1,711,649 = $681,329 + $108 * 9,540
An average value can also be calculated for those properties not having
frontage on Miracle Mile using the same formula. Since these properties do not
have frontage on Miracle Mile, the $681,329 representing frontage value is not
used. The average value for a property without direct frontage is $1,030,320.

Average Property Value without Frontage = $1,030,320 = 0 + $108 * 9,540
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This analysis shows that the average property with frontage on Miracle Mile is
worth 66% more than a property without frontage. However, the actual figure is
most likely higher since the formula used to calculate the value of a property
with frontage only examined those parcels containing buildings of 1-story or
less.2 We believe these results also hold true for properties fronting Giralda
that receive the most benefit from the capital improvements. Looking back at
the regression results shows that buildings greater than 1-story added an
additional $755,928 to their property values should they have frontage on
Miracle Mile. Therefore, it is correct to say that Miracle Mile frontage adds at
least 66% more to the value of a property than if it does not contain frontage on
Miracle Mile. For the purposes of this analysis we round to 70%. We expect
this analysis to hold true for properties along Giralda as well.

Exhibit #4 shows the parcels on Giralda Avenue and the Adjacent Parcels.

Exhibit 4. Giralda Avenue Project Area
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2 Data limitations prevented reliable estimates for multistory buildings.
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3.3

Allocating the Cost of the Project to Fronting and Adjacent Properties

As noted above, the specially benefiting properties (those fronting Giralda
Avenue and the Adjacent Properties) are only allocated 50% of the total cost of
the Project. The City will bear the balance of the Project cost.

The proposed method to equitably allocate the costs of the Project to the
Benefiting Properties first divides the Project costs to be borne by the
Benefiting Properties based on whether they directly front Giralda Avenue or
are Adjacent Properties. Based on the econometric analysis described above,
70% of the 50% total Project cost is allocated to the directly fronting properties
and 30% to the Adjacent Properties. The remaining 50% of the Project cost is
borne by the City. Therefore, the fronting parcels are collectively allocated 35%
of the total Project cost (ie. 50% to the City and 50% to the Benefiting
Properties of which 70% is allocated to the fronting properties producing a net
share of 35% of the cost). The Adjacent Properties are collectively allocated
15% of the total Project cost (ie. 50% to the City and of the 50% allocated to the
Benefiting Properties 30% of the 50% share is allocated to the Adjacent
Properties for a net cost of 15% of the Project cost).

Next, the costs for the fronting properties are further subdivided among those
properties using the three factor formula summarized below.

1) Frontage Footage — 1/3 of Project Cost or Debt Service
2) Building Adjusted Sq. Ft. — 1/3 of Project Cost or Debt Service
3) Market Value - 1/3 of Project Cost or Debt Service

A further explanation of the calculations is given as follows:

1) Front Footage — Parcel's Front Feet / Total Front Feet in Assessment
District * % Charged to Front Feet

2) Total Adj. Sq. Ft. — Parcel's Adj. sq. ft. of Building / Total Adj. sq. ft. of
Building in the Assessment District * % Charged to Total Adj. Sq. Ft.

3) Market Value — Parcel’'s Value / Total Value in the Assessment District *
% Charged to Total Value

Finally, this same process is repeated for the Adjacent Properties. They were
allocated 30% of the 50% Project cost for a net total of 15%. This 15% share of
the total Project cost is then allocated among the Adjacent Properties using the
same three factor formula described above, except that there is no frontage
allocation for the Adjacent Properties. Therefore, the allocation among the
Adjacent Properties is 50% building size and 50% market value.
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4.0

In addition to the cost of annual debt service, the estimated annual
assessments include an administrative charge. The administrative charge
provides an allowance for the early payment of assessments and for the
payment of the fees imposed by the Assessor and Collector for their services.
The administrative charges total 10%.

Alternative Allocation Methodology — Allocation to Fronting Properties Only

The proposed methodology allocates 50% of the Project cost to properties
fronting Giralda Avenue and to Adjacent Properties. This is a fair and equitable
allocation and is recommended as the fairest method for cost allocation.
However, as an alternative only the directly fronting properties could be
considered to receive special benefit from the Project. Exhibit #6 provides an
alternative allocation assessment roll allocating costs using the three part
methodology described above, but this time only to the directly fronting
properties.

Analysis of Special Benefit

As noted above, special benefit can be measured in terms of: (a) increased
market value, (b) lower insurance costs, and/or (¢) increased use and
enjoyment. In this case, the Project will provide a special benefit to all
properties located within the Giralda assessment area by protecting and
enhancing the value, use, enjoyment and attractiveness and viability of such
property by improving and enhancing: (1) the boundaries, character and
neighborhood identity of the Giralda assessment area; (2) the safety and
overall aesthetics of the Giralda assessment area; (3) utility services, reliability
and safety for those properties within the Giralda assessment area; (4)
establishing improved ingress and egress for pedestrian and vehicles within the
Giralda assessment area which will increase the commercial attractiveness and
development potential; and (5) stormwater drainage within the Giralda
assessment area, which assists in reducing flooding and responsibly managing
the burden of stormwater produced by developed properties.

Looking at just one component of the Miracle Mile Streetscape Project —
landscaping -- there is literature demonstrating increases in property values
and rental rates from the provision of street trees. Donovan and Butry
quantified the effect of street trees on the sales prices and time on market for
properties in Portland, Oregon.> They found that street trees increased
property values by an average of $8,870. Larger trees added on average
$12,828 in value to the adjacent property. They used a sophisticated
regression methodology based on hedonic price index theory which is well
respected in the real estate research profession.

¥ Donovan, Geoffrey and David Butry (2010), “Trees in the City: Valuing Street Trees in Portland,
Oregon”, Landscape and Urban Planning, Volume 94, pages 77-83.
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Donovan and Butry also studied the impact of trees on rental rates. They found
that street trees in public rights of way generated a significant rental premium
for the adjacent properties.

The Project includes a large number of new trees along with extensive
hardscape improvements all designed to make the area more attractive. These
recent professional studies support the conclusion that the Project will generate
special benefits for the adjacent properties on Giralda Avenue. Based on the
size and number of trees alone, the Project can be reasonably expected to
generate a special benefit in excess of $250,000. The additional streetscape
elements are reasonably expected to generate additional benefits of more than
$2,000,000 thereby creating special benefits in excess of the allocated Project
cost of $1,692,500. Furthermore, there is no doubt that the streetscape project
will enhance the use and enjoyment of the Benefiting Properties thereby adding
an additional element of special benefit.

There is evndence of increased retail sales after streetscape projects are
completed.® In several surveys, merchants who operate businesses in
streetscaped areas agree, and reported that the projects increased their
proflts Consumers seem to react to urban streetscapes by viewing stores and
products more positively, traveling and staylng longer at stores, and by being
willing to pay more for parking and products.’

There is also strong evidence that streetscape and other redevelopment
projects increase property values by significant multiples of their cost. A
recent study by Redevelopment Management Associates, Inc. found that for
seven community redevelopment areas in Broward County their incremental
tax revenues increased by nearly three times the cost of the redevelopment
projects between 2008 and 2013, a period of severe real estate market
distress.?®.  This demonstrates the significant positive impact on property
values generated by the public investment in redevelopment.

* Donovan, Geoffrey and David Butry (2011), “The Effect of Urban Trees on the Rental Value of Single-
Famlly Homes in Portland, Oregon”, Urban Forestry and Urban Greening, Volume 10, pages 163-168.

® See, for example, the case studies of Transportation Research Board. 2006. Linking Transportation
and Land Use. Transportation Research Circular, Number E-C100.; National Complete Streets
Coalition. 2013. “The Many Benefits of Complete Streets.”; Bleier, A, K Ferrier, A Hamilton, G Konar, B
Peterson, D Sorenson, and S Torma. 2012. Implementing Complete Streets in the San Diego Region.
Amerlcan Planning Association, WalkSanDiego.

® Drennen, E. 2003. Economic Effects of Traffic Calming on Urban Small Businesses. Department of
Public Administration, San Francisco State University.; Forkes, J and NS Lea. 2010. Bike Lanes,
On-Street Parking and Business - Year 2 Report: A Study of Bloor Street in Toronto's Bloor West
Village. Clean Air Partnership.
" Wolf, KL. 2005. “Business District Streetscapes, Trees, and Consumer Response.” Journal of Forestry
103 (8): 396-400.

8 Redevelopment Management Associates, Inc. (February 2013), “CRA Impact Study”, Florida
Redevelopment Association.
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Finally, it is useful to note that the average annual special assessment for
properties fronting Giralda would be $1.20 per square foot and $0.16 per
square foot for Adjacent Properties. Therefore, in light of the literature cited
above and the relatively modest levels of annual assessment per square foot
of building space it is reasonable to conclude that the benefits of the Project
will be far greater than its costs.

Exhibit #56 presents the proposed preliminary assessment roll for the Project
based on the recommended assessment of properties fronting Miracle Mile
and the Adjacent Properties. Exhibit #6 provides the alternative assessments
should the Commission decide to allocate the cost of the Project to the
fronting parcels only.
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Exhibit #5 Preliminary Assessment Roll Giralda Project
Fronting and Adjacent Properties
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Exhibit #6 Preliminary Assessment Roll Giralda Project
Fronting Properties Only
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