Support Our Solivita
A Nonpartisan Civic Club

1080 Cypress Pkwy
PMB431
Kissimmee, FL 34759
October 1, 2009

Senator Paula Dockery
Post Office Drawer 2395
Lakeland, Florida 33806-2395

Re: Rebuttal to Poinciana Incorporation Feasibility Study by the University of Central
Florida dated August 28, 2009

Dear Senator Dockery,

We ask you to reject the proposed incorporation of Poinciana because the subject study is
noncompliant with Florida state law F.S. 165. Moreover, the subject study is incomplete,
misleading, and lacks detail required for the residents to intelligently decide on the
proposal. The study establishes no criteria for feasibility, does not establish feasibility
and, in fact, repeatedly casts doubt on the viability of the proposed city. The study was
undertaken with little effort to achieve any level of consensus of the citizens involved and
with insufficient effort at informing citizens of meetings held to discuss its effect.

The Study is noncompliant with Florida Statute F.S. 165:

1. The proposed area is neither compact nor amenable to separate municipal government.
It fails to meet the required population density requirement of 1.5 persons per acre and, in
light of the area’s and the state’s decreasing population, is not likely to meet it within the
time frame covered by the study. Given the cross-county nature of the proposed
incorporation, a litany of problems occurs that is not adequately addressed in either the
study or the accompanying draft charter. Among those problems are:

e two underlying taxing authorities, one municipality;

e two entirely different school systems, education opportunities, and bus routes for
residents of one municipality;

e two fire and EMS providers, resulting in confusion as to the appropriate first
response team to address emergencies within one municipality;

e two sheriff’s departments addressing crime in one city;

e two state-attorneys prosecuting crimes within one municipal jurisdiction;

e different public defenders defending individuals accused of crimes within one
municipal jurisdiction;

e different jails, resulting in confusion as to the appropriate jail to transfer arrestees
for crimes committed within one municipality;

e confusion as to voting registration and venues due to jurisdictional authority of
the counties having different Supervisors of Elections,



e compliance with interlocal agreements and the inability to enter interlocal
agreements with one county covering the entire municipality;

e honoring solid waste contracts from each county, as required by law, which may
have different rates and terms for persons within the same city.

2. The study states the reasons for incorporation as required, but it then fails to
adequately address nearly any of those stated reasons and asserts they are unaffordable
within the time frame studied. One issue cited for rationale states, “Although the APV
can continue to raise the assessment to cover those that do not pay, this will drive up the
cost of living in Poinciana and could force more homeowners into non-payment status,
further aggravating the financial situation, and placing even greater pressure on those
who do not pay their dues.” The study does not address the similar effect of higher taxes
on a much larger population. Nor does it balance this concern with the $7,000,000 in
Association of Poinciana Villages (APV) reserves. Furthermore, although implied
otherwise by the statement, APV has not raised assessment in nearly ten years.

3. The five year operational plan starts in 2010, but the city can not be incorporated until
after 2011 is nearly half over. Thus, the plan does not include the required five year
analysis. Furthermore, proposed staffing, building acquisition and construction, debt
issuance, and budgets are not detailed, denying the residents any insight as to how these
requirements are met.

4. Data and analysis to support the conclusions that incorporation is necessary and
financially feasible are conspicuously missing. Feasibility is repeatedly cautioned as if to
be high risk. The accounting methods used in the study lack detail and discipline and
thus yield unrepeatable and unreliable results. Detailed analysis is included in the body
of this rebuttal (enclosure (2)) and an example of a well-performed study as
recommended by the Florida League of Cities is attached (Exhibit (A)).

5. No effort is made to evaluate alternatives to incorporation.

6. The minimum required distance between city boundaries is not maintained, nor is
there any rationale provided for this noncompliance. Haines City was not consulted on
this infringement nor provided a copy of the study until a third party sent them one to
evaluate after the study had already been released.

Enclosure (1) provides a tabular summary of the extent of noncompliance.

The Study is incomplete and misleading.

Appendix 2 of the Study states that the line item estimation of expenditures was
abandoned because of possible errors introduced. But the method used fails to provide
clarity or insight and conceals several facts that line item analysis reveals. For example,
although income is included in the Study for grants, the most commonly cited “peer city”,
Deltona, has not received any grants recently. The smoothing process of averaging
among various cities allows for an undisciplined analysis, which in turn allows for



unrealistic taxation estimates. This results in citizens developing expectations which can
not possibly be met. An increasing population assumption belies the facts that we have
seen a decreasing population and likely will continue to observe that until the economy
recovers, excess local housing sells off and building can begin again. Enclosure (2)
provides a detailed revenue analysis. Because cities in Florida can not operate in deficit,
property taxes to maintain our current level of services will have to be around 6 mils. A
3 mil tax, used in the study, does nothing but provide false hopes and serves to misinform
the voters.

Although unstated in the study, the study assumes the liquidation of the APV. Failure to
do so would deprive the newly formed city of any office space or start-up funds. Since
the primary goal of a housing association is to maintain property values, maintaining the
APV might be the proper choice for the economic times in which we find ourselves. The
funds and assets may not be available to the city in any case as those funds properly
belong to people who have been paying them over the years and they could demand the
funds be returned.

James D. Guth
President

Enclosures:
(1) UCF Deficiency Analysis
(2) Revenue Probability Analysis

Exhibits:
(A) Excerpts from Feasibility Study of Palm Coast, FL (See Note)
(B) Letter of Law Offices of Robert G. Fegers, P.L. dated June 17, 2009
(C) Reference Compact Disk

Note: This document was obtained from the Florida League of Cities, which apparently
scanned the document and processed it with an OCR program which rendered some
tables difficult to examine; it transformed them into linear vice tabular format.



UCF Deficiency Analysis
Non Compliance Issues — Chapter 165.041, et. seq.
(Words in italics are for emphasis)
Page Numbers refer to Poinciana Incorporation Feasibility Study by the
University of Central Florida dated August 28, 2009

Florida Statutes, chapter 165.041(b) requires the Poinciana Incorporation Feasibility Study (“Poinciana Study”) to contain:

Section

Required Provision

Non-Compliance

165.041(1)(b)(2)

The major reasons for proposing the boundary
change

The Poinciana Study is non-compliant. The
proposed revenues will not support the additional
services outlined in the Poinciana Study. See
Pages 6- 8 and Pages 30-33. None of reasons
cited are addressed by incorporation along the lines
proposed.

165.041(1)(b)(5)

A list of current services being provided within
the proposed incorporation area, including, but
not limited to, water, sewer, solid waste,
transportation, public works, law enforcement,
fire and rescue, zoning, street lighting, parks
and recreation, and library and cultural
facilities, and the estimated costs for each
current service.

Non Compliant. Although the Analysis covers
broad, general categories, it does not differentiate
parks, recreational, cultural, transportation, central
government, electric, garbage, flood, etc. See
Pages 25-28. The revenue and expense ranges in
the Five Year Estimates of Revenues and
Expenditures (Table 11, Page 31) are so broad that
they are meaningless. In many cases there is a 5x
spread in ranges. This does not present a basis for
projecting actual revenue and expenses. Taking the
conservative revenue projections and liberal
expense projections clearly show that the City of
Poinciana would not be economically viable. The
range of numbers used is so broad that it does not
assist residents in their determination

Moreover, the Study lists general revenue
categories with no detail. The Study alludes to
certain costs, but does not create a line item budget
as is required for each service.

Page | 1
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UCF Deficiency Analysis
Non Compliance Issues — Chapter 165.041, et. seq.
(Words in italics are for emphasis)
Page Numbers refer to Poinciana Incorporation Feasibility Study by the
University of Central Florida dated August 28, 2009

165.041(1)(b)(6) A list of proposed services to be provided The Study does not estimate the costs with any
within the proposed incorporation area, and the | degree of precision needed for a rational decision.
estimated cost of such proposed services See comments above regarding Table 11.

165.041(1)(b)(8) Evidence of fiscal capacity and an The Study is non compliant because it does not

organizational plan as it relates to the area
seeking incorporation

provide evidence of fiscal capacity, nor does it
contain an organizational plan. The Poinciana
Incorporation Feasibility Study should be compared
to the Palm Coast Incorporation Feasibility Study
(Presented to Flagler County Commission, County
of Flagler, Florida, November 2, 1998). The Palm
Coast study is attached as Exhibit (A). It reflects the
degree of detail and rigor needed to satisfy the
requirements of F.S. 165.041.

The Poinciana Study does not contain “evidence of
fiscal capacity.” Instead the items are generalized
with no detail. A Revenue Probability Analysis
(attached as Enclosure (2)) is based on Deltona and
Winter Haven as comparables and shows that a
higher millage is required to meet minimum goals.

165.041(1)(b)(8) a

...at a minimum, [the Poinciana Study must]
include tax bases, including ad valorem taxable
value, utility taxes, sales and use taxes,
franchise taxes, license and permit fees,
charges for services, fines and forfeitures, and
other revenue sources, as appropriate.

The Poinciana Study is non-compliant because it
does not include individual revenue sources with the
degree of specificity required. See
165.041(1)(b)(5), above.

165.041(1)(b)(8) b

A 5-year operational plan that, at a minimum,
includes proposed staffing, building acquisition
and construction, debt issuance, and budgets.

The Poinciana Study is non-compliant:
1. It does not show the required 5 year period.
Projections are only shown are through 2015.

Page | 2

Enclosure (1) to Support Our Solivita Letter Dated October 1, 2009




UCF Deficiency Analysis
Non Compliance Issues — Chapter 165.041, et. seq.
(Words in italics are for emphasis)
Page Numbers refer to Poinciana Incorporation Feasibility Study by the
University of Central Florida dated August 28, 2009

Since the earliest a city might commence
operations is 2011 (and probably not until
2012), the projections should be through
2016.

2. It does not include staffing, building
acquisition and construction, debt issuance,
and budgets. See Tables 10 and 11, at
Pages 30 and 31, respectively.

3. The minimum additional staffing and
infrastructure required for “general
government” operation and access to state
and federal grants is not supported by any
rigorous analysis of the Poinciana Plan’s 5
year income projections. See Poinciana
Study, at pages 27 and 28.

4. The revenue and expense ranges are so
broad that they are meaningless and do not
comply with the Statute. See our Revenue
Probability Analysis attached as enclosure

2).

165.041(1)(b)(9) Data and analysis to support the conclusions The Poinciana Study does not comply with these
that incorporation is necessary and financially | requirements because:
feasible including population projections and 1. There is no data or analysis to support the
population density calculations, and an conclusion that incorporation is necessary or
explanation concerning methodologies used for economically feasible. Just the opposite is
such analysis. true; during a time of lowered property
values, the 3 mil property tax rate and other
sources of income used in the Study do not
show that incorporation is “financially
feasible.” This deficiency is compounded by
Page | 3
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UCF Deficiency Analysis
Non Compliance Issues — Chapter 165.041, et. seq.
(Words in italics are for emphasis)
Page Numbers refer to Poinciana Incorporation Feasibility Study by the
University of Central Florida dated August 28, 2009

ignoring the issue of hyper inflation.

2. The Study (pages 32 and 33) acknowledges
that “[i]f Poinciana wants to provide law
enforcement and fire/emergency services,
new revenue sources...need to be identified,
and/or the rate of current revenues will have
to be increased.” Poinciana Study at page 8.
(Emphasis supplied).

3. See discussion of population density in
section 165.061(1)(c), below.

165.041(1)(b)(10)

Evaluation of the alternatives available to the
area to address its policy concerns.

The Poinciana Study is non-compliant because it
does not evaluate alternatives such as a Community
Development District (CDD) or a Common Facilities
District (CFD) which might permit the Association of
Poinciana Villages (APV) to provide the services
outlined on pages 8 and 9 of the Poinciana Study.

One of the assumptions underlying the APV Report
is the ability of the newly formed City of Poinciana to
secure bond financing. Virtually, the only facility for
this financing is through the Florida Municipal Loan
Council’'s Commercial Paper Pooled Loan Program
(See Florida League of Cities, Inc.). Based on our
understanding of this capacity, it is not appropriate
for the City of Poinciana because:

1. The Program typically uses 9 month notes at
7.50 percent interest rate (plus fees) for short
term projects, not the funding of long term
needs of a new City of Poinciana.

2. Longer term needs are usually referred to

Page | 4
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UCF Deficiency Analysis
Non Compliance Issues — Chapter 165.041, et. seq.
(Words in italics are for emphasis)
Page Numbers refer to Poinciana Incorporation Feasibility Study by the
University of Central Florida dated August 28, 2009

Bank of America (BofA) which underwrites
the Council’s need for long term financing.

3. BofA does not currently issue bonds for a
non rated entity since they are considered
too risky. The new City of Poinciana would
be a non-rated entity. Under current
regulations these same conditions would
exist with any other bank or brokerage house
which might offer financing to the new City of
Poinciana.

4. BOA Stated that 12.0% interest would be a
starting point for a loan to a non rated, new
city. Debt service on a loan at that interest
would require a substantial increase in the 3
mil rate proposed by the Poinciana Study.
For example, our best information indicates
that in order to issue a $50 million general
obligation bond at 12.0%, ad valorem real
estate taxes would have to generate $24
million dollars a year, necessitating a raise in
taxes exceeding the current 10 mil cap set by
Florida Law.

165.061(1)(a)

Area must be compact and contiguous and
amenable to separate municipal government

Area is not amenable to separate municipal
government. The issues of a city that spans two
counties invite “jurisdictional chaos.” To comply
with the intent of the statutory requirements, the
municipal boundaries should be drawn to include
territory only in Osceola County. See Fla. Stat. ch.
165, Fla. Stat. ch. 171, McGeary v. Dade County,
342 So. 2" 549 (3" DCA 1977), and letter from Law

Page | 5

Enclosure (1) to Support Our Solivita Letter Dated October 1, 2009




UCF Deficiency Analysis
Non Compliance Issues — Chapter 165.041, et. seq.
(Words in italics are for emphasis)
Page Numbers refer to Poinciana Incorporation Feasibility Study by the
University of Central Florida dated August 28, 2009

Offices of Robert G, Fegers, P.L., dated June 17,
2009, attached as Exhibit (B).

165.061(1)(c) Area must have an average population density | The Poinciana Study (Pg. 11) indicates that the area
of at least 1.5 persons per acre or have is “compact with mixed-land uses and dense
extraordinary conditions requiring the development, based on the requirement of 1.5
establishment of a municipal corporation with persons per acre.” This conclusion is incorrect.
less existing density. Based on the most recent census, the area only has
a density of 1.4 persons per acre and recent data
exhibits a decreasing trend.
165.061(1)(d) Area must have a minimum distance of any The Poinciana Study is non-compliant because
part of the area proposed for incorporation from | boundaries on two sides are within 2 miles of an
the boundaries of an existing municipality existing municipality. The boundary on the
within the county of at least 2 miles or have an | Kissimmee side overlaps with a state approved
extraordinary natural boundary which requires | Urban Growth Border for the City of Kissimmee and
separate municipal government. the western boundary is fewer than 2 miles away
from the City of Haines City boundary. The affected
cities were not consulted and Haines City was not
provided a copy of the study until provided by a third
party.
165.061(1)(f) In accordance with s. 10, Art. | of the State The Poinciana Study is non-compliant because
Constitution, the plan for incorporation must there are two different solid waste contracts and two
honor existing solid-waste contracts in the counties (Polk and Osceola) involved for the area
affected geographic area subject to within the proposed City, and the Poinciana Study
incorporation. However, the plan for does not address the issue nor offer a resolution.
incorporation may provide for existing contracts
for solid-waste-collection services to be See Fla. Stat. ch. 165, Fla. Stat. ch. 171, McGeary
honored only for 5 years or the remainder of v. Dade County, 342 So. 2" 549 (3" DCA 1977),
the contract term, whichever is less, and may and letter from Law Offices of Robert G, Fegers,
require that a copy of the pertinent portion of P.L., dated June 17, 2009, attached as Exhibit (B).
Page | 6
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UCF Deficiency Analysis
Non Compliance Issues — Chapter 165.041, et. seq.
(Words in italics are for emphasis)
Page Numbers refer to Poinciana Incorporation Feasibility Study by the
University of Central Florida dated August 28, 2009

the contract or other written evidence of the
duration of the contract, excluding any
automatic renewals or evergreen provisions, be
provided to the municipality within a reasonable
time after a written request to do so.

Page | 7
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Revenue Probability Analysis

Residents are being asked to approve the incorporation of the City of Poincianawithout the
benefit of knowing how much the true costs will be. The University of Central Florida (UCF)
Study group does not define what the city budget will be and how much it will cost in taxes
before residents are asked to vote. The Poinciana Incorporation Feasibility Study (The Study)
has actually created more doubt about the feasibility of a city to succeed than it has answered.
The range of values listed serves only to confound rather than inform. If the Study included the
level of detailed information as the Palm Coast Incorporation Study (Exhibit (A)) provided their
customers, there would be sufficient data to allow for an informed decision.

The timing of the proposal for the new City of Poincianawas ill-conceived considering, the
current economic situation which is being experienced by most municipalities and governments
aike.

As stated in the Study, the UCF Study group has had severa challenges trying to forecast
inflation rates and property values. Indeed, most nationally known economists/expertsin this
field have diverse opinions and forecasts. Many assumptions and estimates contained in the
Study are contradictory and deserve scrutiny.

Analysis of Assumptions

The Study focuses on the needs of the villages currently in the Association of Poinciana Villages
(APV). The purposes of the Study (as cited on Page 8 of the Study) are:

Enhanced law enforcement

More parks and recreation

More bus transportation

More sidewalks

More Landscaping and beautification

More signage

Quicker response from home owners who let their homes look unkempt
More street lighting

The Study states repeatedly that at the recommended budget, none of these concerns can be
addressed.

The Study does not address potential needs of the Non-APV communities being essentially
annexed into the city.

The APV published alist of reasons why incorporation is needed. Some of them are addressed
below.

1
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Enhanced L aw Enfor cement.

On Page 8, the Study states the following: “APV lacks the legal authority to provide the level of
public security and enforcement that our residents desire. Many of our residents are unaware that
Avatar was subsidizing additional law enforcement presence for Polk and Osceola Counties for
quite some time, but couldn’t continue to carry the cost.” Y et on Page 33 the Study states, “Law
Enforcement Services are... are assumed to be provided by the current providers — the county
governments.” Still again on Page 33 the Study further states, “1f Poinciana wants to provide
law enforcement services....the rate of current revenue will have to be increased.” Polk County
Sheriff Grady Judd at a meeting on September 1, 2009, told Solivita Residents that there will be
no increase in costsif a City of Poinciana would want to continue with the current levels of law
enforcement. He further stated that any increase in services would be charged at arate of $28.00
per hour. This means adding one deputy sheriff 24/7 will cost $244,608 per year.

More Street lighting and L andscaping & Beautification.

Page 22 of the Study covers these types of improvements by referring to “ Special Assessment
Fees’ to be levied on property owners who benefit from the improvement. Page 23 continues to
discuss specia assessments, but adds that a “village-based assessment system”, in which
individua villages in Poinciana are identified as funding units, may be established for village-
specific developments. No estimates are provided for the residents to eval uate.

Comparison Data

The comparison data used in the Study isthree years old. Those rates were established during
the 2006 budgeting process and the Study was conducted in 2009. The old datais not reliable
for making assumptions for the feasibility for acity. Old data calsinto question the reliability
of the entire study. More current data was available and is presented on page 6.

Five Year Projection Timeframe

The projection timeframe used in the Study of 2010 — 2015 does not comply with the Statute
(F.S. 165.041, et. seq.). The earliest a budget can be voted on the citizensis Spring of 2011. This
means the first budget year would be FY 11/12 and the five year projection should run through
FY 15/16.

2
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Revenue Analysis

The UCF Study for the Incorporation of Poinciana contains seven (7) categories by which
Poinciana could collect revenues. Each category has been evaluated to determine the likelihood
of achieving the levels projected. The following table (Table 1) provides an overall evaluation
with asimple Yes, if the projection in the category is considered feasible, and aNoif it isnot. It
should be noted even though a category may have been given a 'Y es, that does not mean it has no
issues.

Each of these areas is examined in subsequent sections along with rationale for the assessment in
the table.

Revenue Category
Property Tax
Intergovernmental Revenue
Permits, Licenses and Franchise Fees
Impact Fees and Special Assessments

Service Charges
Local Communication Service Charges
Other Revenue

Forecasted Revenue

Table 1 Category Assessment

This analysis of the revenue section of the UCF Study leads to only one conclusion. The Study is
not reliable. The Study relies on an artificially low property tax millage rate to make it
financially palatable to the citizens of Poinciana. It also contains unrealistic revenue expectations
for Intergovernmental Revenue, Permits, Licenses and Franchise Fees, Impact Fees and Specia
Assessments, along with Other Revenue. The conclusion is that a realistic property tax millage
rate would be over 6.0 mils. This would still make the new city marginally viable with no
increase in services. The $23.77 Million Revenue Budget does not have any mechanism for
increased revenue other than higher taxes. Table 2 factors the probability of collection of the
revenue stream to arrive at a likely revenue. Table 3 shows the anticipated shortfall and, since
cities are not allowed to operate in deficit, the required millage for property tax the new city
commission would haveto levy.
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Revenue Category
Property Tax

Intergovernmental Revenue
Permits, Licenses and
Franchise Fees
Impact Fees and Special
Assessments

Service Charges
Local Communication Service
Charges

Other Revenue

Budgeted Revenue

Study
Revenue

$6,200,000
$8,470,000

Study
Millage

3.1000

4.2350
$ 3,680,000 1.8400

$ 1,350,000
$ 490,000

0.6750
0.2450

$ 2,690,000 1.3450
$ 890,000

$23,770,000

0.4450
11.8850

Est. %
100%
50%

75%

25%
50%
100%

100%
73%

Probable
Revenue

$ 6,200,000
$ 4,235,000

$ 2,760,000

$ 337,500
$ 245,000

$ 2,690,000
$ 890,000
$ 17,357,500

Est’d
Millage

3.1000
2.1175
1.3800

0.1688
0.1225

1.3450
0.4450

8.6788

Table 2 Probable Revenue

Anticipated Shortfall $ 6,412,500 3.2063

$12,612,500 6.3063

Adjusted Property Tax

Table 3 Predicted Property Tax Rate

The 2008/2009 Budgets for the Study comparison cities of Deltonaand Winter Haven were
reviewed to look at potential correlations with the UCF Poinciana Study. More specificaly, the
Revenue portions of those budgets were examined, because the UCF Study for Poinciana makes
certain forecasts and assumes probabilities concerning revenue potential. Validation of the UCF
Revenue forecast is difficult. UCF chose to use comparisons and averages and have referenced
support data not submitted with the Study. The option to list ranges of revenue possibilities
makes a comprehensive evaluation of the Study nearly impossible. Please refer to Study Table
11 on page 31 of the Study for revenue data. The following table (Table 4) represents each
revenue line item as a percentage of the total. Again, the numbers for Deltona and Winter Haven
are from their actual 2008/2009 budgets.
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Winter
Revenue Shown as a Percentage Poinciana Deltona Haven

Property Tax 26.0% 37.2% 31.5%
Intergovernmental Revenue 36.0% 19.2% 11.5%
Permits, Licenses and Franchise Fees 15.0% 15.3% 9.7%

Impact Fees and Special Assessments 6.0% 0.0% 0.0%
Service Charges 2.0% 12.7% 16.0%
Local Communication Service Charges 11.0% 11.0% 0.0%
Other Revenue 4.0% 4.6% 27.0%
Possible Future Revenue 0.0% 0.0% 4.3%
Revenue Total 100.0% 100.0% 100.0%

Table 4 Revenue as Percentage of Budget

Budgeted revenue dollars were compared to find any differences between the UCF Study
assumptions and the Deltona and Winter Haven City Budgets. The following table (Table 5)
gives that comparison.

Winter
Revenue in $Millions Poinciana Deltona Haven

Property Tax $6.20 $12.10 $11.24
Intergovernmental Revenue $8.47 $6.25 $ 4.09
Permits, Licenses and Franchise Fees $3.68 $4.97 $ 3.46

Impact Fees and Special Assessments $1.35 $ - $ -
Service Charges $ 0.49 $ 4.13 $5.73
Local Communication Service Charges $ 2.69 $3.59 $ -
Other Revenue $ 0.89 $ 151 $ 9.62

Possible Future Revenue $ - $ - $ 1.56
Revenue Total $23.77 $32.54 $ 35.68

Table 5 Comparison of Budgeted Dollars

Significant differences are observed in the above tables that highlight the Study’ s minimization
of estimated property tax and overestimation of all other revenue streams. The actual budgets for
Deltona and Winter Haven do not support the levels of potentia revenue collectionsin the UCF
Study.
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Property Taxes (Ad Valorem) (At Value)

It is conceded that the 3.000 mil rate established in the Study can be collected, but that it isnot a
reasonabl e or realistic millage rate, nor isit the rate which would be in effect for the first five (5)
years of incorporation.

The Study’ s property tax evaluation is not reliable. The property tax comparison in Table 5 on
page 20 istitled: Property Tax Ratesin Comparable Cities (2007). Those rates were
established during the 2006 budgeting process and the Study was conducted in 2009. Data from
2009 Budgets should have been used. M aking assumptions based on three (3) year old data and
attempting to forecast five (5) years ahead in these economic timesis not prudent.

The Study on Page 9 discusses. “ The foreclosure crisis affecting Floridais also placing a burden
on APV and its dues paying members and has heightened the need to weigh the advantages and
disadvantages of becoming acity.” Page 32 warnsthat “Deterioration of the property tax base
may be an important hurdle to the improvement of revenue collection potential for the city”.
Page 19 of the Study points out that property values in Poinciana decreased by 34.9% in 2009 (It
should be noted that these figures are based on 2008 values) and are expected to lower by
between 8-25% in 2010. Polk County Property Appraiser Marsha Faux spoke at a Solivita
Coffee Talk in July and stated that the first half of 2009 reflected the same deterioration in values
as 2008. We may well experience that same -34% property valuation in 2010. The Study does
not reflect this potential and even more alarmingly maintains an unrealistic 3.0 mil taxation rate
for 2011 — 2015.

Recent data on realtytrac.com and foreclosure.com show over 20% of the homesin zip codes
34758 and 34759 arein some form of financial distress. Thisis down considerably from over
40% in January 2009. Thisimprovement islikely due to completion of foreclosure activities on
many of the homes, not improvement in conditions. These activities further negatively affect
home values.

The Study states that, given the millage in the comparable cities, a reasonable estimate for
Poincianawould be between 2.0-6.0 mils. It gives no rationale for choosing 3.0 mils. When
guestioned on PoincinaFuture.org, Dr. Wang of the UCF Study group said, “One important
reason that the 3 mill (alower end of the millage range) was chosen is because policing and fire
are not included. If policing and fire are included, the millage rate would be higher.” Members
of Poinciana Residents for Smart Change have been misleadingly quoting a 3.0 mil rate since the
UCF Study was announced. Page 20 aso specifically states that the millage rate will be
determined by the future City of Poinciana City Government, not the Study group. It appears the
Study Group chose that rate to make the Study more palatable for the residents of Poinciana.

Datain Study Table 4, Page 20 - Current Property Tax Ratesin Poincianaisin error. It indicates
that Poinciana-Polk is in the SW Florida Management District with a tax of 0.3866 mils. This
value is incorrect. Unincorporated Polk Poinciana is in fact in the South Florida Management
District, which consists of South Florida at 0.2549 mils, the Everglades Construction Project at
0.0894 mils and the Okeechobee District at 0.2797 mils, for a total of 0.6240. This is the same
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rate as Unincorporated Osceola Poinciana. The Table does not include the Board of County
Commissioners Debt Service Charge of 0.0600 mils. The corrected 2008 Ad Vaorem for
Unincorporated Polk Poinciana should be 15.7573 mils not the 15.5199 listed in the Study.
Inclusion of erroneous data demonstrates the level of research done by the Study Group.

I nter governmental Revenue

The collection of some Intergovernmental Revenue may be feasible; however, the estimated
figures listed in the Study are overly optimistic. The Study states that if Poinciana becomes
incorporated, the city should make a strong effort to secure sources of intergovernmental
revenue. There are three (3) magjor revenue streams in this section. These are: Federal & State
Grants, State Revenue Sharing and a Local Half Cent Sales Tax. The Study places
significant importance on this section and, in fact, stresses that developing “Managerial
Capabilities” should be considered one of the top priorities at the onset of incorporation. It goes
on to say that many of these grants are earmarked for specific applications and purpose. The
guestion is, under the current and foreseeable economic conditions, whether obtaining funds
from Federa, State and County governments redly is feasible. Most governmental units are
experiencing shortfalls of their own. Four of the six cities in the Study have announced mil rate
increases because of these shortfalls.

The Study budgets $8.47 Million or 36% of the total budget to thisitem. The city of Deltona has
budgeted $6.25 Million or 19%, while Winter Haven has $4.09 Million or 11.2% allocated to
Intergovernmental Revenue. Deltona has not collected grant money in the past three (3) years,
while Winter Haven's collections of grant money are minimal. The following table (Table 6)
compares the UCF Study Estimates with Deltona and Winter Haven.

The Study also contains some erroneous information in this section. In attempting to validate
Intergovernmental Revenues, the Study lists Deltona revenues on page 68, Table 13 of the Study
as being $9.6 Million in 2007. The FY2008/2009 Deltona Budget lists Intergovernmental
Revenue for FY 07/08 as $6.248 Million. The numbers for Winter Haven are $7.5 Million and
$4.086 Million respectively.
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Winter
Intergovernmental Revenue Poinciana Deltona Haven

Federal Grants $ - $ - $0.202
State Grants $ - $ - $
County Shared Revenue $ - $ - $0.145

State Revenue Sharing $0.909
Local Half Cent Sales Tax $2.830
FF Supplemental Compensation - $
Total Intergovernmental Revenue $ 4.086
UCF Study Estimate
Variance to UCF Study

Table 6 Intergovernmental Revenue Comparison

Revenue sharing is based on population. Using Deltona’s population of 86,540 residents,
Poinciana may collect $1.96 Million in state revenue sharing. It is highly implausible for a
newly established city to obtain any funding from any government sources except sales tax for at
least a few years. This Study is misleading the citizens into thinking the city may receive funds
when it may not be possible. In this case, the City would probably go bankrupt before it even
had a chance to begin. The city would receive its share of the Local Half Cent Sales Tax, but
differences in tax per citizen between Polk and Osceola Counties results in an overestimation in
the Study.

Using these facts, Intergovernmental income should be reduced by $4.235 Million or 50% of the
UCF Intergovernmental Revenue forecast and 17.8% of the $23.77 Million Revenue Budget.

Per mits, License and Franchise Fees

This category of revenue is suspect. The Study states “According to the FDFS system, this
category includes business license fees, building permit fees, franchise fees, and other fees, and
licenses. The fee amount depends on the type of business, number of employees and/or
accommodations.” While accurate, the Poinciana area has limited businesses to charge these
fees. In addition, most businesses will include these fees in their overhead costs and pass them
to the consumers who are the residents of Poinciana. The Study continues as follows: “A
building permit fee can be charged for new construction, adding onto pre-existing structures, and
in some cases major renovations. Franchise fees are levied on a corporation for the privilege of
operating in the jurisdiction. Common services subject to franchise fees (but not limited to)
include electricity, telephone, cable television and natural gas.” But one must consider that the
fees which may be charged to businesses may cause the business to reconsidering locating or
relocating to Poinciana.  Usually, most communities that wish to expand/grow, allow
corporations a tax free period of at least a few years. Those fees that would be added to cable
TV and the like would only be passed to the residents in Poinciana. The residents would be
8
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supplementing the revenues because of the short fall in Millage rate. If the City is approved and
the Mayor and other City officials realize that the millage rate of 3.0 is inadequate, they will
have no choice but to set a higher millage rate. The end result will devastate this area which is
already suffering from high unemployment and house foreclosures.

I mpact Fees and Special Assessments

Review of the Study’s “peer cities’ budgets reveads this revenue is overestimated. In fact, the
cities of Deltona and Winter Haven have $0's budgeted for this category in their 2009 budgets.
The UCF Study indicates that revenue from this category could be 6% or $1.35 Million of the
$23.77 Million low end budget. It states that it allows developers to share the cost of needed
infrastructure. It further states that Special Assessments will shift part of the cost of public
improvements to the taxpayer.

The Study states on page 22 that, “ Impact fees are paid by devel opers for improvements that
local government must provide to serve the new development. Impact fees can be used to
alleviate the impact of population migration on the existing public facilities by allowing
developersto share the cost of public infrastructure and maintenance of roads, parks, aswell as
public facilities (e.g. Fire stations).” The feeswill be added to the price of the houses that are
built and passed onto the purchasers which will slow down further sales. The housing market is
extremely depressed and there haven't been any projections to show when the market will
improve.

Service Charges

The Study mentions revenue income of $0.49 Million or nearly 2% of the estimated low end
revenue of $23.77 Million. The Study defines charges for Public Utilities, Public services and
other user fees for such things as parking and park and recreation activities. It also states that
collecting Public Utility and Public Service Fees in the first five years is most likely not aviable
option.

The Study states these fees can be very sensitive to the economic activities of the city and
expand and retract quickly in response to economic activities of a jurisdiction. Nevertheless, the
Study includes these Services charges as arevenue item in the 1% five years even when it states it
isnot likely to happen.

L ocal Communications Service Taxes and Other Revenue
There are no significant issues with this section of the Study.
Start Up Cost

No start up costs are estimated anywhere in the Study. The Study does state that the new
proposed city could receive assets and the cash held in reserve by the APV, but the legal process
has not been identified. This statement can be misleading because they make no attempt to show
what funds would be made available for any start up costs. It is an unwritten assumption is that
the APV will be dissolved. Without this occurrence, there would be no office space for the city,
since there are to be no capital improvementsin thefirst five years.
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APV Financial Reserve

Page 24 of the Study states, “Also important to mention is the availability of the APV financial
reserve for Poinciana.” which is quite sizable in the millions. The Study also states that the
funds could be transferred to the City but the legal process has not yet been determined. Since
those funds were collected over a substantial period of timeit is conceivable that the residents of
the APV may demand the funds to be returned to the residents rather than transfer to the city. If
the demand includes litigation, the legal process would take time to resolve that issue and the
city may need to be formed without the benefit of those funds. If the funds are not available it
raises the question of a bond issue.

Municipal Bonds

A question regarding the issuing of municipal bonds was raised at a UCF meeting where the
UCF Incorporation Study was being reviewed. Ms. Marilyn Crotty suggested that the newly
formed city would be able to secure bond financing through the Florida Municipa Loan Council.

The Florida Loan Council was contacted and the following information was obtained: Nine (9)
month duration notes at 7.5% interest plus fees are available for short term projects. These would
not be available for funding anew city. Longer duration bonds are referred to Bank of America
(BoA), which underwrites the Florida Municipal Loan Council’ s long term bonds.

The Bank of Americawas contacted and the following information was obtained. BoA has
accepted $45 Billion in Federal Stimulus loans that have not been repaid at this time. BoA could
not issue bonds for a new non-rated city as they are considered too risky under current
regulations. These same conditions would exist at any other bank or brokerage house. BoA did
offer that if current regulations changed it may be possible to offer long duration bonds for a new
non-rated city with a starting point of 12.0% interest plus fees, but cautioned: All bonds
previously issued at that rate or higher have defaulted leaving massive debt in their wake.

The Bank of America comments were confirmed with amunicipal bond underwriting firm, as
well as amunicipal bond mutual fund manager. They went on to give the following example: A
$50 Million General Obligation Bond at 12.0% interest plus fees would generate $6.0 Million
per year of interest debt.

Ad Vaorem Property Tax revenue must equal or exceed 4 times the General Obligation Bond
annual interest obligation. Ad Vaorem Property Tax revenue would need to be at |east $24.0

Million or 12.0 milsin this example. The 12.0 mil rate would exceed the current 10.0 mil cap
established by Floridalaw.

Future Revenue

Study Page 24 cites the possibility of future revenue sources such as * communications services
taxes’” and utility taxes which are levied on the consumption of public utilities such as electricity,
water, gas, fuel oil and propane. These taxes are potential revenue sources for Poincianain the
future. However, it is expected that Poinciana will not develop these revenue sources in the first
five years of incorporation due to the potential tax burden they may impose on Poinciana
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residents. Not only will the residents be possibly paying the taxes cited above but businessesin
the areawill be taxed aswell. This could also have a detrimental effect on businesses moving
into the areawhen they analyze the cost of doing business and /or whether they will need to pass
along these costs to their potential customers.
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