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I. Executive Summary

Introduction

In April 2003, the City of Sarasota, Florida retained Economics Research Associates
(ERA) of Washington, D.C. to undertake an economic analysis of the proposed
“Downtown Code” as it applies to selected locations in downtown Sarasota, and more
specifically to that area of the downtown currently zoned C-CBD (Central Business
District).

As identified by the City, the purpose and intent of the economic analysis is to compare the
implications for downtown real estate developers of the design standards and other
requirements identified in the proposed “Downtown Code” with the standards contained in
the existing C-CBD zoning district. As identified in the new code, certain design standards
are mandatory in specific locations, defined as primary, or “A”, streets in the downtown.
The purpose of these proposed “Downtown Code” standards is the creation of quality,
cohesive street frontages.

As part of this analysis, ERA was also asked by the City to analyze up to five prototype
sites (from about 20 representative sites identified jointly by the City and downtown
property interests). This analysis focused on the changes in potential value that could
result from the application of the new code, recognizing potential impacts on use, density,
building form and articulation.

Scope of Work

The scope of work outlined below included a series of sequential tasks tailored to address
the multiple objectives identified by the City. Core tasks are highlighted below:

*  Project Workshop—ERA conducted an on-site, interactive project workshop that
included a tour of the prototype sites, led a focus group of selected real estate
developers and brokers, property owners, economic development specialists, public
officials and/or others identified by the City, and analyzed the economic implications
of the proposed Downtown Code on the prototype sites;

= Case Studies—We researched selected communities or special projects/places across
the United States to draw conclusions from those communities or places (e.g., Naples
and West Palm Beach) with distinctive identities that have created economic value
through various mechanisms. These mechanisms include “new urbanism” urban
design standards, zoning requirements, etc.) that are not necessarily derived from
market conditions alone; and

* Market Data Review—We reviewed key market data across a variety of uses in
Downtown Sarasota. This included supply characteristics such as the downtown office
inventory; demand characteristics such as annual trends in office absorption;
commercial rental rates and operating expenses; hard and soft development costs; rents
and sales prices for downtown housing; and other market factors impacting overall
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development opportunities. This task helped to inform relevant market inputs for the
existing C-CBD and proposed “Downtown Code” analysis.

The focus group afforded an opportunity for participants to share their thoughts on the
fundamental vision and downtown’s economic role, balancing short- and long-term
objectives, and key issues associated with the proposed code, including building height,
setbacks/recesses, building form, auto-oriented uses, and parking and other issues.

The economic analysis of five prototype sites located in the C-CBD zone was prepared
using market inputs such as commercial rents, operating expenses, and development costs
obtained in the market review and assumptions on development program/uses for each site.
For each site, ERA prepared “stabilized year” financial models. The stabilized year
analysis assumes that development—for whatever use—is completed and that the use has
been absorbed by the market and is, therefore, fully leased or sold. In each case, the
financial models assume two development scenarios: one illustrates the expected financial
results assuming that each site is developed with housing, and the second model assumes
office/commercial development. (Assumptions about how each site might be developed,
such as unit densities, amount of office space and the like, are illustrated in Tables 2 and 3
that follow).

Specifically, the economic analysis entailed the following:
= Estimating “pre-code” residual value created from new development at each site;

» Estimating any nominal lost value resulting from reduced densities for each site as a
means of understanding the “threshold” level that will have to be overcome in the
“post-code” analysis below (i.e., to justify the new code); and

= Estimating the “post-code” residual value created using applicable inputs from the case
study findings and other relevant market factors.

Our analysis of the impacts of the code uses a residual land value methodology. Residual
land value (RLV) is one way of measuring the feasibility of a specific project. RLV is
defined as the difference between the present value of project revenues (or capitalized
value) and the present value of non-land costs. If revenues/value exceed overall
development/project costs, a particular project would be considered feasible in the eyes of
a developer. In this analysis, our financial models are designed to solve for the supportable
value of the land.

This Executive Summary highlights our key findings. Subsequent sections of this report
include the Market Data Review, Case Studies, and Economic Analysis.

Understanding the Issues

In 1999, the City of Sarasota retained Duany Plater-Zyberk & Company (DPZ) to update
the City’s 1986 Downtown Master Plan. In so doing, DPZ identified a series of Downtown
Zone Districts that include Downtown Neighborhood (DTN), Downtown Edge (DTE),
Downtown Core (DTC) and Downtown Bayfront (DTB). As noted in an August 2002
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Preliminary Staff Draft of the proposed “Downtown Code”, the intent and purpose of these
districts is to:

“Produce an urban area that implements the Downtown Master Plan 2020 and
fulfills the goals, objectives and policies of the Downtown Urban General and
Downtown Urban Mixed-Use land use classifications of the Sarasota City Plan”.

In effect, the proposed “Downtown Code” serves as the primary policy/regulatory vehicle
to implement the land use components of the City’s Downtown Master Plan 2020. The
proposed “Downtown Code” is based on the “SmartCode”, a model code developed by
DPZ to implement Smart Growth principles advocated by the Downtown Master Plan
2020.

In January 2001, the Sarasota City Commission adopted the Downtown Master Plan 2020.
Subsequently, proposed amendments to the City’s Comprehensive Plan were prepared to
provide consistency between the two plans. The Comprehensive Plan amendment was
adopted by the City Commission in December 2001 and subsequently submitted to the
Florida Department of Community Affairs (DCA). In February 2002, DCA issued a
Notice of Intent to find the plan to be in compliance with Chapter 163 of the Florida
Statutes, the Local Government Comprehensive Planning and Land Development Act.

In March 2002, a group of petitioners filed a challenge to the plan’s determination of
compliance against the City of Sarasota and the Department of Community Affairs. These
petitioners include:

= The Association of Downtown Commercial Property Owners, Inc.;
* The Argus Foundation;

»  Gulf Coast Builders Exchange, Inc.;

= Remark Sarasota Quay, Inc.; and

*  Wynnton Sarasota II Limited Partnership

The petition states that:

“The Plan Amendment...will materially, substantially, and adversely affect
Petitioners’ and/or their members’ ability to use and enjoy their respective
properties, the right to develop their and/or their members’ respective properties in
the future, and or the right to operate their and/or their members’ respective
businesses within the City”.

The petitioners also challenged the fact that the Plan Amendment fails to include any
supportive studies, analysis or data demonstrating that it is economically feasible as
required by Chapter 163 of the Florida Statutes. ERA understands that the petitioners’
principle challenge contends that the plan’s proposed reduction in building heights and
design requirements such as building “recesses” will result in such a diminution of value to
their properties so as to constitute a taking. The height restriction applies to properties
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located in the Downtown Core and portions of the proposed Downtown Edge zone
districts.

On January 6, 2003, the petitioners and the City Commission agreed to settle the challenge.
However, at the time this report was prepared the Downtown Master Plan 2020 and the
Comprehensive Plan Amendment have been challenged again. Therefore, they are not yet
effective.

Key Findings

As a result of our analysis, ERA believes that the proposed Downtown Code will not
negatively impact development potentials in Downtown Sarasota. In particular, we note
the following:

»  Current and expected demand for commercial office development in Downtown
Sarasota is substantially weaker than that for housing and indicates fundamental
feasibility issues with or without the new code. In fact, annual office absorption during
the 1990s was only 40,000 sq. ft. per year and, beyond Kane Plaza, no new office
buildings have been built in the downtown since 1990.

= Despite a nominal loss in commercial densities under the proposed code, ERA believes
that expected demand for office space generated by future employment growth can
easily be accommodated under allowable densities identified in the proposed code in
the C-CBD district.

=  While the proposed code decreases allowable densities for housing development on
some of the prototype sites examined in the economic analysis (thereby reducing the
number of units allowed), this is partially offset by a reduction in parking
requirements.

=  While our market analysis indicates current strong market conditions in and near
Downtown Sarasota for quality multi-family residential development, it is our view
that new housing (particularly for sale) is currently operating at a level that cannot be
sustained over the long-term due to the scarcity of premium sites.

=  While downtown property interests have expressed concern about the development-
cost premiums associated with developing on “A”, or primary, streets in Downtown
Sarasota, ERA notes that the number of actual sites fronting on designated “A” streets
represents only a small proportion of overall sites located in the Downtown Core.

=  Further, our examination of selected communities that have employed the principles of
“new urbanism” and form-based codes generally reveals that improvements to the built
environment ultimately can be expected to enhance the economic value of downtown
over the long-term. As detailed in our case studies, this is based primarily on a
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comparison of changes in assessed values of properties located in downtown districts
with those located outside the downtown.

= The relatively modest cost premium associated with the code appears to be reasonable
in light of the benefits to downtown that would likely be produced by its successful,
long-term implementation.

Office

In all cases, development of the five prototype sites for commercial office uses—whether
developed under the existing code or proposed code—result in negative residual values of
varying degrees. That is, current office rental rates in Downtown Sarasota do not support
new speculative office construction. In addition, favorable financing and tenant
preferences have fueled the development of small professional office buildings in the
downtown oriented to owner/users. (As noted, over 10 years elapsed between construction
of the last speculative office building and that of the most recent delivery, Kane Plaza, in
2000). . (A more thorough discussion of residual land value calculations is presented on
Page 8 and in the Economic Analysis section of this report).

Because construction of large office buildings is not currently feasible, a reduction in office
density actually results in a higher residual land value. This seems paradoxical, but it
reflects that under current market conditions the value of land for high-density office
development is largely theoretical. This could change, of course, if significant demand
emerges, rental rates increase, or both.

What about the ability of downtown to support regional growth in office-using
employment? Developers have raised the concern that the proposed code reduces nominal
office densities and could thus frustrate regional economic growth. Despite the nominal
loss in commercial densities under the proposed code (estimated at slightly less than
400,000 sq. ft. for these five prototype sites), we believe expected demand for office space
generated by future employment growth can be easily accommodated under allowable
densities identified in the proposed code.

If employment forecasts issued by the Florida Agency for Workforce Innovation hold true,
opportunities for new office development in Downtown Sarasota may strengthen over the
next five to seven years. This presumes, of course, that the downtown retains its current
competitive position in the regional office market, thus ensuring its ability to capture its
fair share of future employment growth among office-using sectors. Our demand model
indicates the potential for downtown to double its historic absorption patterns—from
current levels estimated at 40,000 sq. ft. per year to 80,000 sq. ft. per year. Of course,
future demand may be a combination of both new construction and/or leasing of existing
vacant space (currently estimated at 10 percent of supply).

This would suggest that, even if Downtown Sarasota maintained its fair share and
employment growth generated about 800,000 sq. ft. of demand for new office construction,
the densities allowed under the proposed code, which provide for up to 1.1 million sq. ft. of
space on five prototype sites, are adequate to meet future demand.
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Housing

As examined in the Market Data Review in the Appendix, the housing market in
Downtown Sarasota remains quite strong. Significant new (or planned) developments
have been readily absorbed in the marketplace—often at impressive sales figures—and
occupancies and rent growth among greater downtown’s rental inventory remain strong. It
is our view that new housing (particularly for sale) is currently operating at a level that
cannot be sustained over the long-term due to the scarcity of premium sites. There are
simply too few premium waterfront sites. In addition, interest rates are at historical lows,
which tends to support higher achieved price points.

The residual value models indicate the potential for both positive and negative residual
values, depending on the specific site. For example, the proposed code reduces parking
requirements and allows for additional residential units, which increases land value on Site
4. By comparison, decreasing the allowable density on Sites 14/15 reduces the number of
housing units allowed on that site—from 385 to 290 units—and produces a significant
negative impact on RLV. This may be attributable, in part, to the proposed code’s
allowance of street-level retail. Our review of the retail market in Downtown Sarasota
suggests that current retail rents are insufficient to support development costs. As such,
retail is carried as an amenity to other, primary, uses.

“A" Streets

It is important to note that while “A” Streets do entail a likely premium to development
cost, on average, 50 percent or less of the total frontage is affected by “A” Street
designation. Of the prototypes sites selected for analysis:

= Site 7 fronts no “A” Streets;

= Site 14/15 (considered one site in the analysis) fronts “A” Streets on two sides, totaling
approximately 50 percent of total building frontage;

= Site 4 fronts “A” Streets on two sides, affecting approximately 50 percent of building
frontage;

= Site 20 fronts “A” Streets on two sides, affecting approximately 35 percent of building
frontage;

= Site 11 fronts “A” Streets on three sides, affecting approximately 50 percent of
building frontages.

Case Studies

The case study research indicates that improvements to the built environment—whether
built on an existing historic fabric or crafted through prescriptive urban design
mechanisms—ultimately can be expected to create economic value for downtown.
However, this value may not be realized in the short term. Rather the creation of a quality,
pedestrian-oriented place is the product of long-term investments of time and money, both
public and private.
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Importantly, the implementation of zoning changes included in the “Downtown Code” will
not by themselves ensure the success of downtown. Case study cities report that while the
physical environment plays an important role in the overall identity for downtown, the
process of creating an engaging public place involves a myriad of public and private-sector
projects, public policy decisions and the input of a variety of stakeholder groups. Creating
a pleasing physical environment is just one piece of an overall downtown development
strategy that should include, among other things, well-articulated goals for downtown, an
understanding of the larger economic dynamics of the region, an awareness of role of
tourism in the local economy, and an understanding of where downtown fits within the
regional context.

General & Limiting Conditions

Every reasonable effort has been made to ensure that the data contained in this study reflect
the most accurate and timely information possible. These data are believed to be reliable.
This study is based on estimates, assumptions and other information as noted throughout
this report and developed by Economics Research Associates from its independent research
effort, general knowledge of the market and the industry, and consultations with the client
and its representatives. No responsibility is assumed for inaccuracies in reporting by the
client, its agent and representatives or any other data source used in preparing or presenting
this study.

No warranty or representation is made by Economics Research Associates that any of the
projected values or results contained in this study will actually be achieved.

Possession of this study does not carry with it the right of publication thereof or to use the
name of "Economics Research Associates" in any manner without first obtaining the prior
written consent of Economics Research Associates. No abstracting, excerpting or
summarizing of this study may be made without first obtaining the prior written consent of
Economics Research Associates. This report is not to be used in conjunction with any
public or private offering of securities or other similar purpose where it may be relied upon
to any degree by any person, other than the client, without first obtaining the prior written
consent of Economics Research Associates. This study may not be used for purposes other
than that for which it is prepared or for which prior written consent has first been obtained
from Economics Research Associates.

This study is qualified in its entirety by, and should be considered in light of, these
limitations, conditions and considerations.
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Il. Economic Analysis of Prototype Sites

Introduction

City staff involved in the creation of the Downtown Code believe that certain locations
have, or have the potential to become, “unique” in both form and function due to such
factors as geographic location, marketing and/or the application of urban form.

Moreover, the City also believes that implementing “new urbanism” principles and
standards to the entire downtown of Sarasota holds the potential for making the City
unique and creating a special image. The City further believes that the function and image
created by the new urbanism-based code has value as businesses and residents seek to be
part of it that, in turn, will strengthen the image and its “value”, creating a ripple effect.
Moreover, as reported by the City, millions of dollars of public funds that will be spent
within this same area for infrastructure and service improvements are expected to reinforce
the value of the Downtown Code.

As detailed below, ERA analyzed the economic implications of the proposed Downtown
Code on the creation of “Community/Economic Value” within the study area currently
zoned C-CBD. This core task focused on analyzing the economic implications of the
proposed Downtown Code on five prototype sites located in the C-CBD zone. Using
market inputs obtained in the market data review as well as assumptions on a development
program for each site assuming development of office and retail or housing (with street-
level retail as applicable), the economic analysis entailed the following:

*  As estimate of the “pre-code” land value that would be created from new development
at each site

* As estimate of the nominal change in supportable land value resulting from reduced
densities for each site

Methodology

Our analysis of the impacts of the code uses a residual land value calculation methodology.
Residual land value (RLV) is one way of measuring the feasibility of a specific project.
RLYV is defined as the difference between the present value of project revenues (or
capitalized value) and the present value of non-land costs. If revenues/value exceed overall
development/project costs, a particular project would be considered feasible in the eyes of
a developer. In this analysis, our financial models are designed to solve for the supportable
value of the land. A proposed public policy can have wide-ranging impacts on RLV.
Assuming a particular use is feasible, greater density tends to increase land value.
Similarly, if revenues stay constant, and development costs increase, RLV declines. We
used RLV as an index of impact on the development potential of downtown property.

The models thus estimate development costs of each use against the expected revenue
using market inputs generated through our research in the local area. Net income is
capitalized at current market capitalization rates to produce an estimated “indicated value”,
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that is, the value that a specific project/use would command if sold in the open market to a
willing buyer. We further note that the financial models assume a “stabilized year”, that is,
fully developed and leased at assumed occupancy levels.

Identification of Prototype Sites

City staff and downtown interests initially selected 23 potential sites for the economic
analysis, with the understanding that ERA would evaluate five sites as best representing a
range of criteria as detailed below. As part of the project workshop ERA reviewed the list
with City officials, and toured the candidate sites in advance of the focus group. Upon
additional input from focus group participants, the list of candidate sites for more detailed
analysis was narrowed to five sites. The criteria used in selecting the five sites was as
follows:

=  One or more sites must be located within each of the three downtown districts (Core,
Edge, Bayfront)

*  One or more sites must be located adjacent to an “A” Street

*  One or more sites must be located adjacent to a “B” Street

=  One or more sites must be located adjacent to an “A” Street and a “B” Street
* One or more sites must be adjacent to an “A” Street on at least two sides

* One or more sites must be adjacent to an “A” Street on three sides

= One or more sites must be adjacent to Main Street

= One or more sites must be currently “undeveloped”

= One or more sites must be currently developed

= All sites must be larger than the proposed 1,800 sq. ft. minimum lot size

Using these criteria, the following prototype sites were selected for further economic
analysis: Sites 4, 7, 11, 14/15 (as one), and Site 20. A more detailed description of each
site follows.

Summary of Findings: Economic Analysis by Site
Site 4 (1802 Main Street)

General Description

= Site 4 is a small site containing 8,365 sq. ft. and located at the corner of Main Street
and Osprey Avenue. A Chevron gas station currently occupies this corner. Both Main
Street and Osprey Avenue are considered “A” Streets, thus Site 4 has frontage on “A”
streets on two sides. Under the proposed code, the site is part of the Downtown Core.

10
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Changes Resulting from Code

= Under the proposed code, allowable densities on Site 4 would be reduced by
approximately 12,300 sq. ft. of maximum building areca. However, some additional
office space would be allowed, and a small increment of street-level retail would be
required. As aresult, if developed as office space, an additional 6,900 sq. ft. would be
allowed.

= Alternatively, if Site 4 were developed with moderate-density housing, this would
allow for the development of three additional housing units (25 to 28) and 14 fewer
parking spaces (49 to 35).

Program of Uses

= If Site 4 were developed with office/retail uses, a mixed-use project containing almost
32,300 sq. ft. of office space and supporting (street-level) retail of 3,346 sq. ft. would
be allowed under the new code.

= If Site 4 were developed with housing, a mixed-use project containing 56,437 sq. ft. of
housing and 3,346 sq. ft. of retail would be allowed under the new code. Again, this
equates to 25 units of housing; 35 on-site parking spaces would be required.

Site 7 (33 Gulf Stream Avenue)

General Description

= Located in the Downtown Bayfront zoning district, Site 7 contains approximately 0.56
acres of land and is currently occupied by a high-rise condominium tower. Site 7 does
not front on any “A” streets.

Changes Resulting from Code

=  Under the office development scenario, the proposed code substantially increases
allowable densities in the Downtown Bayfront district from a current allowable height
of 90 ft. to 18 floors, resulting in an increase in the maximum building area of
approximately 73,000 sq. ft. For the office component of a mixed-use development on
Site 7, this would increase the amount of office space allowed on Site 7 from roughly
133,500 sq. ft. to approximately 163,000 sq. ft.

= If Site 7 were developed with housing, the proposed code increases the gross building
area from 260,700 sq. ft. to almost 352,500—an increase of roughly 90,000 sq. ft., or
35%. This equates to an additional 46 housing units.

Program of Uses

= If Site 7 were developed with commercial office uses a project containing 163,180 sq.
ft. of office space would be allowed. There would be no supporting retail required
under either the existing or the proposed code.
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= If Site 7 were developed with housing, a project allowing for 176 units in a gross
building footprint of 352,469 sq. ft. was modeled. Again, no supporting retail is
required on Site 7 under either the existing or proposed code.

Site 11 (88 Coconut Avenue)

General Description

= Located in the Downtown Core zoning district, Site 11 represents a very desirable
location in close proximity to the City’s opera house and a cluster of retail, including
destination uses such as restaurants and art galleries. The site is currently a surface
parking lot owned by the City of Sarasota. Notably, Site 11 fronts “A” streets on three
sides. It contains 2.18 acres.

Changes Resulting from Code

* The proposed code proposes a major downzoning of Site 11. The existing zoning code
allows for a height of 100 feet by right, with the potential to increase building height to
180 feet with the application of various bonuses. By contrast, the new code limits
allowable heights on Site 11 to 10 floors.

= Asaresult, allowable office densities on Site 11 are reduced by roughly 143,000 sq. ft.
This would reduce the amount of office space from 491,000 sq. ft. to approximately
348,000 sq. ft.

»  Similarly, the reduced densities in Site 11 reduce the number of potential housing
units—from 506 to 366 units. The amount of street-level retail space does not change.

* Notably, the proposed downzoning of Site 11 also reduces parking requirements by
approximately 725 to 750 spaces in each scenario.

Program of Uses

= Under the commercial development scenario, a mixed-use project containing 348,057
sq. ft. of office space and supporting (street-level) retail of 37,972 sq. ft. was modeled.

= IfSite 11 were developed primarily as housing, a mixed-use project containing 366
units in 731,000 sq. ft. of GBA and supporting, street level retail of 37,972 sq. ft. were
modeled.

Sites 14 & 15 (307 South Orange Avenue)

General Description

= Located in the Downtown Edge zoning district, Sites 14 & 15 abut a small residential
historic district. Current uses include a small office building and a surface parking lot.
Sites 14/15 contain 1.66 acres of land.

12
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Changes Resulting from Code

= Under the proposed code, the proposed code reduces overall gross building area by
almost 362,000 sq. ft. under both a commercial and residential development scenario.

* Allowable height on Sites 14/15 is also reduced from 180 ft. to five floors.

* The existing code allows for 395,000 sq. ft. of office development and 1,100 parking
spaces, or 385 housing units and 770 parking spaces. The proposed code provides for
a mixed-use project that could include residential, commercial office and
neighborhood-serving retail.

Program of Uses

= If Sites 14/15 were developed primarily as office space, a mixed-use project containing
256,700 sq. ft. of office space and supporting (street-level) retail of 18,000 sq. ft. was
modeled.

= If Sites 14/15 were developed primarily with new housing, a mixed-use project that
contains 579,000 sq. ft. and 290 housing units, with a street-level retail component of
18,094 sq. ft. was modeled.

Site 20 (1750 Ringling Boulevard)

General Description

» Located in both the Downtown Core and the Downtown Edge zoning districts, Site 20
is a large site containing 2.06 acres of land. Current uses include a small office
building and a surface parking lot.

Changes Resulting from Code

= Under the proposed code, a decrease in allowable densities of approximately 36%, or
roughly 480,000 sq. ft., is specified if developed as either office or residential. As a
result, this would reduce the amount of allowable office space from 490,700 sq. ft. to
approximately 338,800 sq. ft. Notably, parking requirements are also reduced—from
1,400 spaces to 678 spaces. Similarly, this would reduce the number of housing units
from 479 units under current code to 351 units under the proposed code.

» Allowable height is also reduced from 180 ft. to 10 floors.
Program of Uses

= If Site 20 were fully developed with office space, a project containing 338,800 sq. ft. of
office space was modeled.

= If Site 20 were fully developed with new housing, the proposed code would allow up
to 702,424 sq. ft., or 351 units as well as 351 parking spaces. There is no retail
component for this site.
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In summary, the change in overall densities (in rounded sq. ft.) and uses allowed under the
existing and proposed codes is summarized in the chart below:

Land Use Existing Code Proposed Code
Office 1,535,600 sq. ft. 1,139,900 sq. ft.
Housing 3,050,100 sq. ft. 2,421,400 sq. ft.
1,525 units 1,211 units
Retail 38,000 sq. ft. 59,400 sq. ft.
Parking (If Office) 4,500 spaces 2,397 spaces
Parking (If Housing) 3,202 spaces 1,329 spaces

Key Financial Assumptions

Key assumptions and inputs that informed the financial models are highlighted in Table 1
and detailed in the Market Data Review in the Appendix. These assumptions were
obtained during our project workshop from a number of real estate developers, brokers and
other specialists active in both commercial and residential development in Downtown
Sarasota.

For each site, ERA prepared stabilized year financial models that assume two development
scenarios as if developed as either all housing or all office with supporting retail and
required parking as allowed under the existing and proposed codes. Tables 2 and 3
illustrate these development scenarios. The stabilized year analysis assumes that
development—for whatever use—is completed and that the use has been absorbed by the
market and is, therefore, fully leased or sold.

As such, key assumptions in each financial model included:

= Hard and soft development costs (including a 10% contingency); hard costs include the
costs to construct the building while soft costs include architecture, engineering, legal
fees, etc.

= Net to gross building ratios (i.e., the amount of net rentable space)

=  Gross revenues for commercial and residential uses (i.e., rent per square foot,
residential unit sales, daily or monthly parking revenues, etc.)

» Estimated annual operating costs such as common area maintenance, utilities, etc.
= Stabilized year vacancy rates and annual credit loss factors

14
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=  Stabilized year capitalization rates

We note that costs include all hard and soft costs except land and infrastructure. Further,
these estimates assume a 10% contingency factor.

15
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Appendix: Market Data Review

Introduction

As the basis for undertaking the economic analysis of the five prototype sites under the
proposed Downtown Code, ERA reviewed relevant demographic and economic conditions
in the City of Sarasota and in Sarasota County. Our review focused on those variables that
are likely to affect future demand for housing as well as commercial uses in downtown
Sarasota such as office and retail. We examined population and household growth,
employment growth, distribution and forecasts, and other appropriate economic indices.

In addition, ERA researched historic and current market conditions and characteristics for
housing, and office and retail uses in downtown Sarasota. These key data were used to
inform our economic analysis, and included inventory, rental and vacancy rates, land costs,
historical development and absorption trends, major tenant relocations or expansions, and
other appropriate potential supply and demand factors as they affect development
opportunities and potential land values in downtown Sarasota.

Relevant data and trends are summarized below and detailed in Tables A-1 through A-18 at
the end of this section.

Key Findings

*  Our market analysis indicates current strong market conditions in or near Downtown
Sarasota for quality multi-family residential development, oriented primarily to empty
nesters and snowbirds. Moreover, for sale pricing on a per unit basis has escalated,
with new construction commanding prices ranging from $320 to $370 per sq. ft., with
units in specific projects such as the Ritz-Carlton priced upwards of $450 to $500 per
sq. ft. Record-low interest rates and the availability of premium sites in key locations
offering waterfront views also drive recent housing development. It is our view that
new housing (particularly for sale) is currently operating at a level that cannot be
sustained over the long-term due to the scarcity of premium sites.

*  The multi-family rental market in/around Downtown Sarasota also exhibits solid
market characteristics, including stabilized occupancies above 95% as well as rents
ranging from $0.75 to $1.00 per sq. ft. per month. Strong rent growth of 4% or more
per year also indicates market strength. New construction deliveries are strong among
both rental and for sale product.

= The history of commercial office development in Downtown Sarasota is substantially
weaker than that for housing and indicates fundamental feasibility issues with or
without the code. For instance, with annual absorption estimated at only 40,000 sq. ft.
per year, no new office buildings have been delivered since 1990 (except for Kane
Plaza, a small building containing 78,000 sq. ft.). This would suggest the clear need
for a focused economic development/tenant recruitment strategy designed to attract a
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primary “driver” to the downtown that enhances demand for multi-tenant/speculative
office space.

=  While there appear to be pockets of strength in the downtown office market—
particularly among small users—they represent a share of upside growth. However, as
is common among small office users in small markets, they desire ownership of
commercial space and the fundamental economics associated with small buildings
oftentimes provides the flexibility to do so.

» If employment forecasts issued by the state hold true, opportunities for new office
development in Downtown Sarasota may strengthen over the next five to seven years.
This presumes, of course, that the downtown retains its current competitive position in
the regional office market, thus ensuring its ability to capture its fair share of future
employment growth among office-using sectors. Our preliminary demand model
indicates the potential for downtown to double its historic absorption patterns—from
current levels estimated at 40,000 sq. ft. per year to 80,000 sq. ft. per year. Of course,
future demand may be a combination of both new construction and/or leasing of
existing vacant space.

*  Qur review of the retail market in Downtown Sarasota suggests that current retail rents
are insufficient to support development costs. As such, retail is carried as an amenity
to the primary uses above.

Demographic Characteristics
Population (Tables A-1 & A-1.1)

= Sarasota County added more than 48,000 new residents between 1990 and 2000—a
gain of 17% —for a 2000 population of almost 326,000. By comparison, neighboring
Manatee County (Bradenton) added more than 52,000 residents (a gain of 25%) over
this same period—for a population of 264,000. Manatee edged out Sarasota in
capturing a slightly greater share of overall population growth during the 1990s.

= The City of Sarasota remains the largest community in the MSA—with almost 53,000
residents. However, because the City is nearly built out, overall population growth as
compared by other jurisdictions in the MSA was limited during the 1990s. In effect,
the City is a smaller share of a larger pie. In fact, the City accounted for less than 2%
of MSA population growth over the past 10 years.

* Asa whole, the Sarasota-Bradenton MSA gained more than 100,000 new residents
during the 1990s—a growth rate of 20%.

Households (Tables A-2 & A-2.1)

= As illustrated, the number of households in the MSA increased by almost 46,000
between 1990 and 2000—to 262,400 in 2000—for an average household size of 2.25
persons. Consistent with national trends, the rate of household growth was greater
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than population growth as household size continued to decline as a result of more
single-headed households, elderly households and the like.

= In the City of Sarasota, the number of permanent resident households increased from
22,800 to 23,400—a gain of roughly 600 households (2.7%). Similar to population
patterns, the City’s share of MSA households declined during the 1990s.

The impact of “snowbirds” (non-permanent residents) on the City’s housing market is
readily apparent when comparing the household growth rates above to housing starts. As
detailed in Table A-8 later in this section, the City of Sarasota issued more than 1,900
building permits (housing starts) between 1996 and mid-2003—far and away exceeding the
City’s gain in households during the 1990s.

Household Age (Table A-3)

Another barometer of potential demand for new housing in Sarasota includes changes
among various age cohorts of householders.

= Asillustrated in Table A-3, the number of households ages 25-34 actually declined,
suggesting outward movement to other locations among households starting families
and/or a “bulge” of households moving to the next age cohort—ages 35-44.

» Interestingly, the City posted significant gains (50%) among households ages 45-54—
the “empty nesters” likely driving strong demand for multi-unit residential projects
such as Renaissance.

Median Household Incomes (Tables A-4 & A-4.1)

*  Median household incomes in Sarasota County increased substantially during the
1990s—from $30,000 to almost $42,000 in 2000 (in 1999 real dollars). This
represents a solid rate of growth of 40% (unadjusted for inflation) since 1990.

* Notably, growth in median household incomes in Manatee County surpassed that of
Sarasota, expanding by 49%, from $26,000 in 1990 to nearly $39,000 in 2000.

* Qains in incomes resulted in a sizable increase in the amount of retail space as
exhibited by new Big Box and pad development in multiple locations in both Sarasota
and Bradenton.

= Reflecting the preponderance of affluent households, median household incomes were
highest in Longboat Key—at more than $90,000 in 2000. By comparison, incomes in
the City of Sarasota jumped 37% during the 1990s—to $34,000—in range with other
communities across the MSA.

=  The 30,000 households that reside within a three-mile radius of Downtown Sarasota
spend almost $500 million per year in various consumer retail categories such as
groceries, restaurants, apparel and home furnishings. This translates into average
household spending of $17,000 per year per household.
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Other key demographic data for residents within a three-mile radius of Downtown Sarasota
are illustrated in Table A-5.

Employment Trends & Forecasts

A critical barometer in evaluating demand for real estate is employment growth. The
following highlights relevant trends and/or projections for the MSA, as provided by
various sources, including the Florida Agency for Workforce Innovation, the U.S. Bureau
of the Census, and Woods & Poole, Inc., a demographic forecasting service. These
findings are detailed below.

Employment Trends & Forecasts (Tables A-6 & A-7)

= In the Sarasota-Bradenton MSA, the Census Bureau estimates that more than 46,000
new jobs were created during the 1990s—a growth rate of 23%, for a total employment
base of 248,000 (these estimates also include part-time and self-employment).

Notably, booming Manatee County eclipsed Sarasota in overall job growth, adding
more than 29,000 new jobs against Sarasota’s 16,700 gain. As a result, Sarasota
slipped in its proportion of overall MSA employment during the 1990s.

» ERA examined employment projections prepared by the state’s Agency for Workforce
Innovation. The state estimates that Sarasota County will add more than 33,000 new
jobs between 2002 and 2010—for an overall growth rate of almost 22%.

= Consistent with past trends, job growth is forecast to be strongest in Services (18,300
new jobs) and Wholesale/Retail Trade (6,500 new jobs).

= A key determinant driving demand for office space includes job growth among specific
sectors such as Services and Finance/Insurance/Real Estate (FIRE). While the state
has forecasted significant job growth in Services, ERA notes that this sector includes a
wide range of job categories, ranging from health care to attorneys to accountants and
other professional service jobs to hotel chambermaids.

* By comparison, the state is forecasting a gain of only 1,700 FIRE-related jobs in
Sarasota County by 2010—suggesting that near-term new job growth will lag among
office-using sectors as a result of the uncertain economy, ongoing business
consolidations, and limited corporate expansion that has characterized the past several
years.

= Job growth in the categories above is likely to fuel continued demand for retail space
as well as warehousing and distribution functions.

Housing Market Conditions

ERA examined market conditions in Sarasota’s housing market, including trends in the
issuance of building permits/housing starts, housing sales, land pricing, and multi-family
rental activity. Relevant facts from available data, the U.S. Census, State of the Cities Data
Systems (SOCDS), and interviews with selected residential realtors and developers are
summarized below:
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Housing Starts (Table A-8)

= Since 1996, the number of building permits issued in Sarasota County totaled more
than 32,500—reflecting an annual average of almost 4,400 permits per year. The
majority of this activity (71%) has been focused among single-family detached
product, although a significant number of multi-family units were permitted as well.

= By comparison, the City issued roughly 1,900 housing permits between 1996 and mid-
2003. Fewer single-family permits were issued (30%), while almost 1,300 multi-
family units were permitted—accounting for two-thirds of the City’s entire housing
starts.

»  Not surprisingly, housing starts in the City of Sarasota accounted for only 6% of the
permitted activity in Sarasota County—as much more significant population growth in
the County fueled rapid housing development there.

Other Housing Characteristics (Tables A-9-A-11)

=  The majority of the area’s housing stock is owner-occupied. In fact, the number of
owner-occupied units increased during the 1990s—a function of a strong housing
market buoyed by low interest rates. By 2000, fully 79% of the housing stock in
Sarasota County was owner-occupied.

= Approximately 20% of the County’s housing units were built in the past 10 years.

*  According to Census information, reported median gross rents in the City of Sarasota
jumped by almost 60% during the 1990s—to a reported $648 per unit per month.

* The reported median value of owner-occupied property in the City of Sarasota was
$96,000 in 2000 (1999 dollars)—Iess than 80% of the values reported by homeowners
in the County.

Multi-family Development Trends (Tables A-12-A-15)

= The state reports that Sarasota County contains a multi-family housing stock of almost
12,000 units. This includes rental apartments, 2- to 4-unit buildings, for sale
condominiums, etc. Since 1991, the multi-family inventory has increased at an
average annual rate of roughly 500 units.

*  According to Triad Research and Consulting, multi-family rentals comprise
approximately 4,100 units of the County’s total multi-family stock. Overall,
occupancy levels have remained strong, despite the fluctuating economy of the past
two years. In fact, apartment occupancies have clustered in the range of 96% to 97%
since 1994.

* Triad Consulting also reports that average monthly rents in Sarasota County have
increased by a respectable 30% between 1994 and 2001, or more than 4% per year.

* On an overall basis, average rents for the entire multi-family stock are in the range of
$0.77 per sq. ft. per month.
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Table A-15 illustrates a detailed inventory of selected competitive rental apartment
complexes in Downtown Sarasota and selected submarkets across Sarasota County.
Available information and findings are summarized below:

= There are three major rental submarkets in Sarasota County—the I-75/University
Parkway area, 1-75 and Fruitville Road, and “Near Downtown”.

= The I-75/University Parkway submarket is the area’s largest, containing almost 1,900
units. It also contains the newest complexes built between 1989 and 2001. Rental
rates generally fall in the range of $0.82 to $0.99 per sq. ft. per month for units sized
between 800 and 1,400 sq. ft.

= By comparison, the “Near Downtown” rental market contains almost 1,300 units
among six complexes at the edge of Downtown Sarasota built between 1972 and 2002.
We note that this does not include for sale condominium units that may be placed in
the rental inventory. Representative projects include Timber Chase (1988), The
Lexington (1975), and the Village (2002).

= Near Downtown rents range from a low of $0.76 to a high of $0.91 per sq. ft. for units
sized from 750 to 1,300 sq. ft.

*  The third submarket includes almost 900 rental units clustered at I-75 and Fruitville
Road and all built during the 1990s. Rental rates range from a low of $0.76 to a high
of $1.10 per sq. ft. based on limited data for units sized from 700 to 1,300 sq. ft. each.

Downtown Housing Activity

According to information supplied by City staff (May 2003), Downtown Sarasota has
experienced a significant amount of new residential development over the past 10 or so
years.

= Approximately 900 units have been built since 1990, including Central Park, Golden
Gate Point, Library Mews, Marina Towers, Renaissance (Phase I), Ritz-Carlton
Condominiums (Phase I), Sarasota Bay Club, Towles Court and others.

= Another 600 units are under construction or recently completed, including Sarasota
Bay Club (Phase II), Renaissance (Phase II, 256 units), Vista Bay Point and The Tower
Residences at the Ritz-Carlton.

= The City has given approval for eight projects containing another 200 units, including
Basin Development/Villa Sienna, Grosvenor Park, the Five Points property, Majestic
Bay, The Savoy, and Courthouse Centre.

»  Pending projects include more than 700 units in 10 projects scattered across the
downtown, including The Metropolitan, Portofino, the North Trail/ 10" Street mixed-
use project, Whole Foods, and others.

= Finally, projects in design/concept review include five projects with the potential of
adding almost 900 units to the downtown housing supply. These projects include
Sarasota Quay (400 units), 165 units at Main Street and Palm Avenue, and three other
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projects proposing 100+ units each at Ringling and Osprey, 4" Street and Lemon, and
the 1750 Ringling Boulevard redevelopment.

If all of these projects are built, Downtown Sarasota would have 3,300 housing units in
various locations of the CBD.

For Sale Pricing

The for sale housing market in Sarasota is quite strong. ERA interviewed selected
developers as part of this market data review. Key findings are noted below:

» The first phase of Renaissance (which is located in the C-CBD zone) sold 150 units in
14 months at an average price of $270 per sq. ft. This reflects average absorption of 10
to 11 units per month.

= The second phase of Renaissance is expected to command average prices of $325 per
sq. ft., with upper-end and penthouse units expected to fetch $400 to $450 per sq. ft

=  Condominium units in the first and second phases of the Ritz-Carlton project sold
between $320 and $500 per sq. ft.

Office Market Conditions

ERA also examined market conditions in Sarasota’s commercial office market, focusing on
absorption trends, land pricing and relevant factors on market indicators to inform our
economic analysis. These trends are summarized below:

Inventory & Net Absorption (Tables A-16-A-18)

*  According to Michael Saunders Commercial, the Sarasota County office market
contains 4.3 million sq. ft. of space in four primary submarkets—University Parkway,
I-75/Fruitville Road (south), outlying suburban locations, and Downtown Sarasota. As
of November 2001 (latest data provided), the region’s office vacancy rate was 10.2%.

=  Annual net absorption in 2000 totaled 75,000 sq. ft. In 2001, net absorption jumped to
440,000 sq. ft., the majority of leasing activity took place in the University Parkway
submarket.

= The largest submarket is Downtown Sarasota, containing about 2.0 million sq. ft. of
space in Class A and Class B office buildings. The downtown inventory accounts for
48% of the region’s total office market. This is known as fair share.

= The downtown inventory includes about 1.1 million sq. ft. of Class A space in such
buildings as City Center, One Sarasota Tower, Sarasota Quay, and Kane Plaza. The
Class B inventory is somewhat smaller—slightly more than 800,000 sq. ft—and
includes Bank of America, Century Building, Bank One, Main Plaza, and several
others.

= About 1.5 million sq. ft. of the CBD’s office supply was built between 1980 and 1990.
The boom years of the mid- to late-1980s fueled significant new office development in
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the downtown—roughly 1.2 million sq. ft. between 1986-1990 alone. This included
such projects as One Sarasota Tower, Sarasota Quay, and City Center.

= Notably, with the exception of the 78,000 sq. ft. Kane Plaza building, there has no new
office development in Downtown Sarasota since 1990.

= Based on data provided by the Chamber of Commerce, ERA calculated annual net
absorption of office space in Downtown Sarasota over a 10-year period between 1991-
2001 (Table A-17). The slug of new space delivered during the late 1980s resulted in
significant vacancies in the early 1990s—particularly among the City’s newest (Class
A) buildings: 33%. Moreover, this vacant space has required most of the 1990s to be
leased/absorbed.

= ERA estimates net office absorption of roughly 40,000 sq. ft. per year in Downtown
Sarasota based on historical data for the 1991-2001 period. Absorption activity was
not surprisingly, highest among the downtown’s Class A inventory—estimated at
33,500 sq. ft. per year.

Rental Rates & Operating Expenses

»  Generally, average office rents in Downtown Sarasota vary from $21 to $25 per sq. ft.,
in many cases on a full-service basis. In some instances, leases are written as a base
rent plus electric (net), or with a CAM (common area maintenance) charge of $5 to $6
per sq. ft.

= Reportedly, the Five Points mixed-use project currently under construction has a pro
forma base rent of $25 per sq. ft. plus $9 per sq. ft. in CAM charges.

* C(Class B rents generally range from $12 to $16 per sq. ft. (asking), with an effective rent
in the range of $14.50 per sq. ft.

=  Brokers report that operating expenses for downtown Class A office space vary from
$6 to $9 per sq. ft. depending on property, age, location, etc. As a rule, operating
expenses average approximately $8 per sq. ft. For Class B/professional office space,
operating expenses generally fall between $3 and $4.25 per sq. ft. for CAM. However,
many Class B office tenants pay their pro rata share of real estate taxes.

* Retail rents generally fall in the range of $14 to $18 per sq. ft. on a triple net basis.
Rents along Main Street in the core area are $15 to $16 per sq. ft., while “100%”
locations such as Palm Avenue command retail rents of $20 to $22 per sq. ft. on a full-
service basis.

= Retail operating expenses are reportedly in the range of $3.50 to $4.25 per sq. ft.
Commercial Land Costs

Downtown commercial land costs are based on several recent land sales as reported by area
brokers. These are highlighted below:
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Site/Location Price (Per Dirt Foot)
Site 12 $38-$39
Site 14 $40
235 North Orange $50
Plaza Site $95-$96

Development Costs

A critical input in the economic analysis includes the cost to develop commercial space on
the five prototype sites. Relevant factors are highlighted below:

= Asarule, hard and soft development costs for Class A office development in
Downtown Sarasota generally ranges from $200 to $225 per sq. ft. exclusive of land.
All-in costs generally range from $240 to $270 per sq. ft. Construction costs for Class
B or professional office buildings can vary from $135 to $180 per sq. ft. depending on
level of finish.

= Brokers estimate that street-level retail space can be built out for $140 per sq. ft.

= Residential development hard costs vary from a low of $85-$90 per usable foot for
low-rise (3-4 floors, or 65 ft.) to $110-$120 per usable foot for high-rise (8 or more
floors) buildings. These variations reflect site-specific requirements such as parking
piers, floor loads to accommodate special units such as lofts, cooling requirements, etc.

= All-in costs (hard/soft, land, contingency, etc.) for residential development in
Downtown Sarasota may range as high as $200 per sq. ft. for high-rise development
and $120-$130 per sq. ft. for low-rise, stick built product.

» Limited information on development costs for structured parking indicates an average
of approximately $16,000 per space.

The Future of Downtown Office Development (Table A-19)

From a regional perspective, future employment levels and market demand for office space
are closely linked. In addition, a critical determinant of both future employment and
market demand is the degree to which a community or specific site is competitive. Factors
defining this competitive positioning include local and regional access, overall physical
characteristics such as highway frontage and visibility, proximity to economic activity such
as job creation, business costs such as property taxes and the like.

As arule, office uses require access to a qualified labor pool, contemporary
floorplates/building configurations, adequate (and oftentimes the provision of extra)
parking, nearby convenience and supporting retail and services and pedestrian-scale
amenities.
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=  ERA has estimated—on a preliminary basis—that future employment growth in office-
using sectors will generate demand for roughly 1.4 million sq. ft. of office space in
Sarasota County between 2002-2010 based on employment projections prepared by the
Florida Agency for Workforce Innovation. This translates into demand for roughly
175,000 sq. ft. per year. We note that the state’s employment forecasts include part-
time and self-employment; however, such employees may not necessarily demand
office space. As such, ERA reduced demand estimates by 20%.

= The next step in any such analysis would be to identify the amount of future office
demand that could be “captured” in Downtown Sarasota. This is known as “fair
share.” According to Michael Saunders Commercial, the office inventory in
Downtown Sarasota accounts for 48% of the County’s entire office market.

»  Presuming that Downtown Sarasota maintains its competitive position (i.e., fair share)
of the region’s office inventory at approximately 48% (and this is uncertain based on
the assumption that outlying submarkets such as University Parkway will continue to
capture a larger share of future growth). In other words, downtown remains as
competitive in 2010 as it is today as compared to other office submarkets in Sarasota
County.

= Asaresult, downtown could reasonably expect to capture its fair share of future
office-using employment growth. This would suggest demand for roughly 650,000 to
700,000 sq. ft. of office space in Downtown Sarasota during the 2002-2010 period.
This may be somewhat aggressive in light of historic absorption trends in Downtown
Sarasota, which have averaged 40,000 sq. ft. per year over the past 10 years.
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Appendix: Case Study Profiles

Historic Downtown Charleston, Charleston, South Carolina

General

Charleston is recognized as one of the country’s most vibrant, livable cities. In recent
years, the city has experienced an economic resurgence that has enhanced the prosperity of
downtown residents and helped to secure its position as a desirable visitor destination, as
well as a good place to live and do business.

Much of downtown’s atmosphere and appeal derives from a stock of historic structures—
residential, commercial, institutional and industrial—that frame and define an intimate and
inviting pedestrian environment. The majority of downtown possesses characteristics that
are universally sought after—a mix of uses, intimacy, pedestrian quality and a sense of
place.

Urban Design & Historic Preservation

The special character that draws people to the city is reinforced by ensuring the integrity of
each new building, an objective that is achieved by careful attention to how new
developments fit into the existing context, a process administered by the Board of
Architectural Review. According to the design criteria followed by the BAR, buildings that
fit into the historic city fabric have a number of specific characteristics. While there are
exceptions, structures are relatively small in scale. Heights are relatively low. Active uses
are located at grade level or just above. Buildings have minimal setbacks. In short, the city
is comprised of buildings that occupy much of the lot, frame the streets and remain at a
relatively consistent, low height. The effect is an intimate, pedestrian scale and unique
environment.

The Department of Design, Development and Preservation oversees the urban design,
preservation and land development activities within the City of Charleston. These activities
are accomplished through the divisions of Zoning, Urban Design and Preservation, and the
Charleston Civic Design Center. The Board of Architectural Review is ultimately
responsible for interpreting and applying the criteria set forth in the Historic District
Guidelines. There is no “picture book” to guide the BAR review process, rather design
review is an iterative process that considers the overall urban context of the downtown and
how specific new development projects contribute to the existing urban form.

Lessons Learned

The city recognizes that the built environment, based on its historic urban fabric is the
essence of its identity. The qualities of the well-preserved historic environment have
greatly improved the area’s drawing power, as is evidenced by increases in tax revenues
from overnight accommodations and retail sales. In order to preserve the vibrant quality of
life that has made Charleston a destination for national and international tourism, the city
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strives to build intelligently on the historic armature. Recently, this has entailed much
public debate regarding how to contemporary architectural expression may or may not fit
into the Downtown context. The somewhat painstaking design review process that
requires BAR approval for each project in the Old City District aids this public debate and
it an important aspect of creating a shared vision for Downtown Charleston. By
referencing existing context rather than a “picture book™ of what Downtown Charleston
should be, the BAR review process allows for a degree of flexibility and variety in
downtown architecture that facilitates the creation of a living, contemporary downtown
rather than a museum. Although the process may seem arduous at times, particularly from
a developer standpoint, it is an important aspect of the urban design process, and one that
has long-term benefits.

The Downtown Mall, Charlottesville, Virginia

General

The creation of the Downtown Mall in Charlottesville, Virginia offers a rare example of
downtown revitalization achieved through the application of a dramatic urban design plan.
The conversion of a traditional Main Street into a nine-block long pedestrian mall
represents the extent of what can be achieved through adherence to a common vision and a
focus on the public realm. Though controversial, and not entirely successful in its infancy,
over time the Downtown Mall has evolved into a nine block long piazza and has become a
vital public gathering space for the city’s residents as well as the premiere dining and
entertainment destination for the region.

History

Following a national trend in the 1970s, under the guidance of urban designer Lawrence
Halprin, the city reconstructed Main Street as an enclosed pedestrian mall. Beginning in
1976, this project entailed closing the street to vehicular traffic and the bricking over of
nine blocks of Main Street. Other features of the plan included incorporation of trees,
special lighting fixtures, street furniture, fountains and distinctive landscaping.

Despite the comprehensive vision set forth under the Halprin Plan, by the early 1980s it
became clear that the creation of a bold civic space in the heart of downtown was not
enough to rejuvenate the moribund area. While the basic foundation had literally been laid
by the city, Main Street, despite the presence of brick pavers and street trees, was still
essentially a street, not the significant public place it was designed to be.

A significant contributing factor to this was the disruptive construction period during
which the mall was created. Many local merchants suffered during the initial phases of
development and ultimately left downtown to seek more attractive retail locations in strip
shopping centers on the edge of town. This left many storefronts vacant and many
buildings vulnerable to demolition. Several significant buildings were removed and
replaced with new construction that was inconsistent with existing scale. Still others were
inappropriately rehabbed and the facades on others altered.
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Concerned that the style of architecture and colors used on new buildings were not
appropriate for the Downtown Mall, the city moved to establish overall design guidelines
that would ensure future development would be consistent with the original Downtown
Plan. In 1985, the city created the Downtown Architectural Design Control District to
review new construction within the downtown mall area.

The district does not establish design requirements, but rather oversees the overall historic
and visual quality of the Downtown Mall. The Board of Architectural Review evaluates all
projects that affect the exterior appearance of properties within the district. The Board uses
a number of criteria evaluate projects including overall economic feasibility and
compatibility of the proposed construction with other properties in the design control
district.

Lessons Learned

The transformation from “Main Street” to piazza has not been easy. Early on, the lure of
suburban shopping had a devastating effect on retail trade downtown, which has taken
years to overcome. Beginning in the 1990s, however, the Downtown Mall has witnessed a
wave of reinvestment including a six-screen cinema, an ice rink and the opening of several
new restaurants and coffee shops. In addition, the rediscovery of the second and third
floors of Mall buildings as residences and as office space for start-up companies and
professional services firms promises long-term benefits.

Looking back over the 30-year history of the mall provides some perspective on what can
be achieved over the long term. City officials interviewed noted that it took no less than
two decades for real public benefits to be realized. Further, they noted that downtown
revitalization depends on creating a place that attracts people, brings them out of their cars
and provides an active street life that stems from having a mix of uses together in one
place.

Reported success include the following:

»  Downtown property values rose 10% in 1999 compared to 6% citywide

» Commercial vacancy rates on the pedestrian mall were as low as 1% in July 2001.
=  Between 1976 and 1998

* Downtown retail sales increased from $30.6 million to an estimated $168.8 million
= Residential units increased from 122 units to 450 units

=  The number of restaurants increased from 9 to 53 and the number of art galleries
increased from 0 to 10.

33

Economics Research Associates
Economic Analysis of Proposed Downtown Code: City of Sarasota ERA 15047



ERA

Fifth Avenue South, Naples, Florida

General

Fifth Avenue South is the city of Naples’ downtown. The twelve block long corridor
includes approximately 50 buildings, mostly three to four stories in height. Downtown
tenants are mostly restaurants and retail establishments, although recently the district has
begun to attract some office tenants. Revitalization of the area began with a planning
process initiated by a group of downtown property owners who recognized that changes in
the built environment could improve Downtown’s image and make it more competitive
with the suburban retail market.

In 1994 the City adopted the Fifth Avenue South Master Plan. The plan, prepared by
Andres Duany, recommended several changes to the city’s zoning code. Although
somewhat controversial due to changes in building height allowances and reduction in
parking requirements recommended, the implementation of the plan is now credited for the
rapid revitalization that has enabled the city to reclaim its place in the commercial life of
the region.

Urban Design

Following the recommendations of the 1994 plan, the city created an overlay district that
effectively changed the zoning for the area. In order to improve the building height to street
width ratio, the new code increased the building height allowance from 35 feet, or
approximately three stories, to 42 feet from the third story eave. Several changes to parking
requirements in the area were also adopted including the elimination of parking
requirements for outdoor dining establishments and the creation of a parking reserve from
on-street parking spaces which were then allocated to redevelopment projects on a first
come basis, to encourage redevelopment. A color palette was also established for the street,
requiring buildings to be white or in the cream to coral range.

Lessons Learned

Since the implementation of the master plan in 1994, appraised property values in the
district have nearly quadrupled. At least sixteen new buildings have been created,
including a theater, community art center, and a public parking garage. Thirty dwelling
units have been constructed on upper floors and others are planned to go in above
commercial parking lots. Twenty five cafes and restaurants have opened, many with
outdoor dining, contributing significantly to the level of activity on the street. With the
addition of several new art galleries, the area has evolved into the cultural center for the
region.

Other elements leading to the plan’s success include a requirement that third stories be for
residential use only thereby encouraging the creation of a living downtown; and the
establishment of a Staff Action Committee to oversee physical improvements to public
spaces. This has included modernization of the landscaping, the addition of coordinated
street furnishings (in Naples yellow, as established by the color palette), and a
reorganization of the on-street parking.
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In the eight years since the passage of the overlay district, Fifth Avenue South has emerged
as a regional dining and entertainment district. Today the area includes:

= 552,000 square feet of commercial space
= 82 hotel units

* a344-seat community theater

= 30 dwelling units above retail

= 1,700 parking spaces, including a 341 space city-owned garage.

Historic Downtown, Savannah, Georgia

General

The city of Savannah, Georgia benefits from a long legacy of quality urban design. The
original planned city, founded by James Edward Oglethorpe in 1733, features a unique
design of residential and commercial streets ordered around 21 lush green squares framed
by a wide variety of architecture including 18th, 19th and 20th century buildings. There are
more than 1,600 restored structures that are rated as historically and architecturally
significant within a 2.5 square mile area.

Despite a long legacy of historic preservation and attention to quality urban design,
Savannah’s downtown experienced a decline in the mid-1980s as businesses and residents
moved out to the central core. To combat further decline, the city adopted the Broughton
Street Urban Renewal Plan in 1986, designating the 12-block central business district in
the core of downtown Savannah as an Urban Redevelopment Area (URA). The plan
entailed streetscape improvements, special zoning designations, and property improvement
loan programs to assist in the revitalization of the URA.

Throughout the revitalization period, Savannah’s rich built environment emerged as one of
its greatest assets helping to unite business interests in the downtown core with the long-
active historic preservation community. Realizing the economic value of historic
preservation, renewed attention was devoted to maintaining and improving existing historic
structures in the downtown core.

Architecture & Urban Design

The Savannah preservation ordinance that guides development within the Landmark
Historic district is based on the original Oglethorpe Plan for Savannah, which organizes the
city into a system of wards. Each ward is comprised of 40 “tithing blocks” and four “trust
blocks” around a central square. Tithing blocks are located on the north and south sides of
a square and usually consists of five 60- by 90-foot lots. Trust blocks are located on the
cast and west sides of a square.
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The preservation and maintenance of this unique city form has facilitated the development
of a unique physical place that is simultaneously intimate and open. The distinct
pedestrian-orientation of the wards, combined with the architectural quality of individual
buildings has contributed to Savannah’s successful heritage tourism market and facilitated
the renewal of the Broughton Street commercial corridor.

Lessons Learned

Since the adoption of the 1986 plan, the Savannah Development Authority reports that
appraised property values in the 12-block redevelopment area have increased from $38
million to more than $140 million. Today this area boasts upper-story loft living, numerous
fine retail, dining, fine arts, and lodging. Over the past few years, national retail stores
including Gap, Banana Republic and Starbucks have joined the many local entrepreneurs,
strengthening the vitality of the commercial district.

Historic preservation is more than simply rehabilitating deteriorating buildings. It’s also a
proven partner in developing local economies. Another economically powerful arm of
historic preservation is heritage tourism. Savannah, with $751 million in tourism spending
in 1996, is Georgia’s best example of how a city can profit from heritage tourism.

Art Deco District, Miami Beach, Florida
General

South Beach in Miami Beach, Florida is a 520-acre locally designated historic district,
containing the largest concentration of Art Deco architecture in the United States. For
much of its history, South Beach was a vacation resort and destination for retirees from the
northeastern states. In the 1970s, the area entered a period of decline, as other areas became
more appealing to retirees. In the 1980s a major redevelopment effort lead by the
preservation community began in the historic South Beach district. The efforts focused on
the protection and enhancement of its unique architectural qualities and were initially quite
controversial, involving lawsuits between the preservation community and the city. Today
the is city is once again a major world class resort and second home market and, according
to the Miami Convention and Visitors Bureau, the most popular tourist destination in South
Florida.

Architecture & Urban Design

The revitalization of the Art Deco District is one of the best-known urban revitalization
stories in the history of American architecture. Through the combined efforts of an active
preservation community, various private sector stakeholders and the City of Miami Beach,
hundreds of buildings have been restored to their early 20th-century appearance. The large-
scale restoration effort is credited with rescuing the city from the brink of dereliction and is
seen as the catalyst of South Beach’s economic boom.
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The architectural identity of South Beach has become synonymous with South Florida
style. The simple geometrical and streamlined themes, highly decorative ornamentation,
bright pastel colors, and smooth texture, that are the trademark characteristics of the Art
Deco style, easily lend themselves to an atmosphere particularly conducive to tourism.

A key element of the overall aesthetic of South Beach is the use of multiple pastel hues of
the buildings. To encourage this the city has established an official Miami Beach Paint
chart for all buildings within the district. The official design guidelines encourage permit
applicants to “study the city’s official chart before making applications to change their
color scheme.” Design guidelines also encourage the use of neon and, in some cases,
murals and other trompe 1’oeil.

While the Design Review Guidelines created to encourage appropriate development within
the district are supplemental to city’s zoning ordinance, they are a powerful mechanism for
shaping the built environment of the city. Approximately 795 of 800 buildings initially
identified as significant have been restored according to these guidelines.

Lessons Learned

Frequently architectural restoration and preservation efforts are at odds with the economic
forces of the private sector. In Miami Beach, the heavy design emphasis on redevelopment
within the Art Deco district created controversy among property owners who were
suddenly limited in what they could build downtown.

Height restrictions imposed by new design guidelines were a key concern. To address this
issue, the city explored different programs to off-set the perceived diminution in property
values inflicted by restrictions on building height. The City’s primary effort was of the
creation of a limited Transfer of Development Rights program based on floor area ratios.
The program permitted owners in development-restricted areas to sell development rights
to property owners in specified receiving districts, primarily in the high-rise hotel district.
According to city planners, however, the program was unsuccessful. The receiver sites
were not subject to sufficient growth pressure nor were regulations there restrictive enough
to provide owners with enough incentive to purchase the development rights offered.
Economically weak and administratively complicated, the program was soon abandoned.

Fortunately, in South Beach, restoration of a few key properties proved catalytic and the
economic benefits of certain design standards were soon realized, even in height-restricted
areas. Restoration of the Art Deco district is now considered to be the foundation upon
which the City’s current economic prosperity was built. In Miami Beach, Art Deco created
a unique image that no other place could replicate. As one city planner noted, “There are
many beaches in Florida, but only one South Beach.”
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Appendix: Market Data
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