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Miami Economic Associates, Inc. (MEAI) has performed analysis to evaluate the extent to which the existing housing stock within Miami-Dade County is affordable to households with incomes from 0 to 140 percent of the Area Median Income (AMI) figure published by the U.S. Department of Housing and Urban Development (USHUD). According to data published by USHUD on March 8, 2006, the AMI for Miami-Dade County is currently $55,900, which means that our analysis was designed to estimate the proportion of the County’s housing stock that would potentially be affordable to households earning from $0 to $78,260 annually. 

The purpose of this letter, which is organized in the manner show below, is to apprise you of the findings of our analysis.
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Affordable/Workforce Housing Thresholds
The term “Affordable/Workforce Housing” relates to shelter that is accessible to households of with incomes ranging from 0 to 140 percent of AMI at a cost that does not exceed 30 percent of their income. Table 1 below shows the amount of rent that households within this range can afford to pay after allowance is made for the utility charges that are included in their rents. The Table also shows the price of the homes they can afford to purchase in today’s interest rate environment while keeping their expenditures on mortgage interest and principal, real estate taxes and liability and mortgage insurance under 30 percent of their incomes. The price ranges for for-sale housing assume a 5 percent down payment, a 30-year fixed rate mortgage and a 5.875 interest rate of percent (6.9 percent debt service constant). 

Table 1

Affordable Housing Threshold Amounts

	Income as Percent

of AMI
	Income
	Monthly
Rent
	Home

Price

	0% to 49.9% 
	$0 – 27,949
	</= $655
	</+ 81,048

	50% to 79.9%
	$27,950 – 44,719
	$656 – 1,060
	$81,049 – 126,489

	80% to 119.9%
	$44,720 – 67,079
	$1,061 – 1,590
	$126,490 – 187,112

	120% to 140%
	$67,080 – 78,260
	$1,590 – 1,870 
	$187,113 – 217,424


Source: Miami Economic Associates, Inc.
Rental Housing
Table 2 shows the proportion of the 326,833 rental units in the Miami-Dade County that were surveyed by the U.S. Census in 2000 that are affordable today by income category.  The Census data used for this analysis are contained in Attachment 1 to this letter. 

Critical to the preparation of Table 2 was establishment of a rational basis for adjusting 2000 rent levels to the present. In order to accomplish this, MEAI reviewed time-series rental rate data for the projects within the County that are surveyed by Hanley Woods Market Intelligence on a quarterly basis. Those projects represent only small portion of all the units existing within the County because only investment-quality projects (i.e. they contain 100 or more units) are included. This means that the compounded rate at which their rental rates increased, which averaged just over 3 percent, likely exceeded the rate for the overall market. Accordingly, the rates shown in the 2000 were adjusted by 3 percent compounded, which means that:
· Units included as affordable by households with incomes from 0 to 49.9 percent of AMI below rented below $549 in 2000; 

· Units Included as affordable for households with incomes from 50 to 79.9 percent of AMI rented from $550 to $899 in 2000;

· Units included as affordable for households with incomes from 80 to 119.9 percent of AMI below rented from $900 to $1,349 in 2000; and

· Units included as affordable by households with incomes from 120 to 140 percent of AMI rented from $1,350 to $1,500 in 2000.

Table 2
Distribution of Rental Units

Miami-Dade County

2005
	Gross Rent
	Number
	Percent
	Cumulative Percent1

	Affordable/Workforce 
	
	
	

	   0% - 49.9% of AMI
	    109,117
	        33.4
	34.3

	   50% - 79.9% of AMI
	    150,851
	        46.2
	81.8

	   80% - 119.9% of AMI
	      43,144
	        13.2
	                 95.4

	   120% - 140% of AMI
	        6,682
	          2.0
	                 97.5

	       Subtotal
	    309,793
	        94.8
	                 

	
	
	
	

	Non-affordable/Workforce
	        7,897
	          2.4
	               100.0

	No cash rent
	        9,143
	          2.8
	

	   Total
	    326,833
	      100.0
	


Source: U.S. Census, 2000; Miami Economic Associates, Inc.


Impact of Condominium Conversion Activity
The preceding analysis of affordable rental stock has two implicit assumptions within it, which are as follows:

· That the units that existed in 2000 still exist; and 

· That they continue to be in rental tenure.

With respect to the latter point, there have been considerable amounts of condominium conversion activity in Miami-Dade County during the past few years. Data provided to us by the County Property Appraiser’s office indicates that during 2004 and 2005, a total 248 projects, containing a total of just under 25,500 units, were converted from rental to ownership tenure. An inventory of the projects involved is contained in Attachment 2.

With respect to the projects enumerated in Attachment 2, 70 contained 100 units or more. In total, these 70 projects accounted for 21,246 units, or 83.4 percent of the total units converted. 

MEAI has reviewed historical rental rate data, to the extent available, for the 70 converted projects with 100 units or more. That analysis revealed that:

· None of them provided any significant number of units for households with incomes from 0 to 49.9 percent of AMI. To the extent that they provided any, the units were efficiencies 

· The preponderance of the units in over one-third of the projects (25) were not affordable to households with incomes at or below 140 percent of AMI, with remainder generally affordable only to households with incomes from 120 to 140 percent of AMI.2 The projects in this category contained a total of 7,128 units, or 33.5 percent of the units in the 70 projects of 100 units or more.

· Portions of the remainder of units in the 70 larger projects that underwent conversion from rental to ownership tenure were affordable in terms of rental rate to households with incomes from 50 to 79.9 percent of AMI. However, those affordable to the households in that group were generally the efficiency and 1-bedroom units. The larger units were generally only affordable to households with incomes from 80 to 140 percent of AMI.

Based on the points enumerated above, MEAI has concluded that the condominium conversion activity of the past several years has negatively impacted the supply of affordable/workforce housing. The primary impact has been to reduce the already relatively small supply of rental units affordable to households with incomes from 80 to 140 percent of AMI. There has been no impact on households with incomes from 0 to 49.9 percent of AMI and only a modest impact on households with incomes from 50 to 79.9 percent of AMI.   

Ownership Housing

MEAI’s primary source for estimating the current inventory of housing priced affordably for households with incomes from 0 to 140 percent of AMI within Miami-Dade County was materials excerpted from the 2005 tax roll compiled by the Miami-Dade County Property Appraiser. Due to the quantity of the data reviewed with respect to ownership housing, which includes single-family, townhouse, condominium and cooperative units, it has not been appended to this report but can be provided electronically upon request.
The Constitution of the State of Florida mandates that real property be assessed at 100 percent of market value although none of the county property appraisers throughout the state achieve this mark on a consistent basis. Further, in the current environment of rapid price appreciation, the degree of discrepancy has increased considerably.

In order to address the issue just raised, MEAI compared data from actual sales during the past six months with the Property Appraiser estimate of market value as reflected on the 2005 tax rolls, developing in the process an adjustment factor with which to adjust the market value of all properties on the tax rolls from the 2005 estimated level to today’s levels. The adjustment factors, which differed by property type and by price range (i.e. $0 to 49,999, $50,000 to $99,999, etc.), were generally in a range from 1.51 to 2.49. 

Illustratively, our analysis showed that the single-family houses with estimated market values from $50,000 to $99,999 on the 2005 tax rolls that sold during the past six months commanded prices that on average were 1.91 times their estimated 2005 market value. Accordingly, we assumed that a single-family unit that was shown to have a market value of $95,000 on the 2005 tax roll would actually command a price of approximating $181,000 today as the result of the application of an adjustment factor of 1.91. That means that while the unit would be affordable to household with an income in the range from 50 to 79.9 percent of AMI based on its tax roll value, we deemed it affordable only to households with incomes approximating 119 percent of AMI and above.   

Table 3 shows the results of MEAI’s analysis with respect to the supply of ownership units that existed at the time the 2005 tax roll was compiled. MEAI recognizes that its analysis may not have accounted fully for all duplex and triplex units. Units that were in rental tenure at the time of 2000 Census are probably accounted for. Such units in ownership tenure may not have been accounted for if they were owned on a fee simple basis. MEAI believes that if these units were included, the proportion of affordable/workforce units would be modestly higher.
Table 3

Distribution of Owner-occupied Units 

Miami-Dade County

2005
	Value 
	Single

Family
	Town-

house
	Condo/

Coop
	Total
	Percent

	Affordable/Workforce 
	      
	 
	
	
	

	   0% - 49.9% of AMI
	        69
	       6   
	     667
	     742
	0.1

	   50% - 79.9% of AMI
	   2,154
	1,131
	13,821
	17,106
	2.7

	   80% - 119.9% of AMI
	  21,330
	   4,338
	  56,308
	  81,976
	   13.2

	   120% - 140% of AMI
	  20,186
	   5,022
	  33,321
	  58,529
	     9.4

	       Subtotal
	  43,739
	 10,497 
	104,117
	158,353
	   25.4

	
	
	
	
	
	

	Non-Affordable/Workforce
	318,247
	 27,345
	118,178
	463,770
	   74.6

	   Total
	361,986
	 37,842                   
	222,295
	622,123
	 100.0


Source; 2005 tax rolls, Miami-Dade County Property Appraiser; Miami Economic Associates, Inc.
Summary

Table 4 summarizes MEAI’s analysis of the current inventory of housing units within Miami-Dade County in terms of the proportion potentially attainable by households with incomes from 0 to 140 percent. In reviewing the table, the following points should be kept in mind:

· The table potentially overstates the proportion of affordable/workforce units to a modest degree because it does not fully account for the condominium conversion activity that has occurred since the time of the 2000 Census. However as we previously discussed, the impact of that activity has potentially been the greatest on households with incomes from 80 to 140 percent of AMI.

· The table potentially understates the proportion of affordable/workforce units to a modest degree because it does not fully account for duplex/triplex units in ownership tenure. 

· Miami-Dade County has just over 775,000 households at the time of the 2000 Census and a rate of household formations since then of less than 1 percent per annum. Based on that, it is estimated that the County currently contains less than 820,000 households. While a small portion of the more than 100,000 additional units represent vacancies, the preponderance of these additional units are likely owned as second homes by people of both national and international origin. MEAI believes that most of these second home units are included in the tally of non-affordable/workforce ownership units. To the extent that this assumption is correct, Table 4 understates the proportion of existing housing units potentially attainable by households with incomes from 0 to 140 percent of AMI.

Table 4

Affordable/Workforce Housing Units

Miami-Dade County

2005
	Value 
	Rental 3
	Ownership
	Total
	Percent

	Affordable/Workforce 
	      
	 
	
	

	   0% - 49.9% of AMI
	  109,117
	         742
	109,859    
	11.7

	   50% - 79.9% of AMI
	  150,851
	    17,106
	167,957
	17.9

	   80% - 119.9% of AMI
	    43,144
	    81,976
	 125,120
	         13.3

	   120% - 140% of AMI
	      6,682
	    58,529
	   65,221 
	           6.9

	       Subtotal
	  309,793
	  158,353
	 468,146
	         49.8

	
	
	
	
	

	Non-Affordable/Workforce
	      7,897
	  463,770
	 471,667
	         50.2

	   Total
	  317,690
	  622,123
	 939,823
	100.0


One final point: News reports are increasingly indicating that the rate of price appreciation is slowing and in some segments of the pricing is decreasing. To the extent that these reports are true and such trend continues, housing affordable could improve if incomes rise. Ultimately, housing affordability is dependent the extent to which income keeps pace with housing price/rental rate increases.  
1 Does not include units for which no cash rent is paid.


2 Some of the projects were not built yet at the time of the 2000 Census.


3 Doe not include units for which cash rent is not paid.
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