To: James L. App, City Manager

From: Mike Compton, Director of Administrative Services

Subject: Public Hearing - Sewer and Water Development Impact Fees

DATE: August 3, 2004

Needs:
Upon close of public hearing, consider adoption of a resolution modifying sewer and
water development impact fees.

Facts:

1. Inthe spring of 2001, the Council adopted its primary goals for the following two
years. One of the top goals included a “complete review of development and user
fees to cover impact and service costs”.

2. Following numerous meetings with interested parties, public workshops and public
hearings, the Council adopted new sewer and water impact fees on
December 18, 2001.

3. The fees adopted on December 18, 2001 by Resolution No. 01-266 became
effective March 1, 2002.

4. The adopting resolution provided for an annual adjustment based upon the percent
change in the Engineering New Record, a construction cost index and that the fees
be revisited every two years.

5. Given that it has been two years since the last review, the Council approved a
budget appropriation and contract with Foresight Consulting to update sewer and
water impact fees.

6. The update has been completed and is attached herewith as Attachment “B”. Since
the update was released by Foresight Consulting on May 24, 2004, the City has
received revised cost estimates for Nacimiento Water. The revised cost for
Nacimiento Water has been included in the project schedule and resulting fees as
Attachment “A” to the resolution attached herewith.

7. The updated project schedule represents staff’s best judgment at this time as to the
infrastructure needs for sewer and water. It is expected that new master plans for
sewer and water facilities will be completed over the next eighteen to twenty-four
months at which time the fees will again be revisited. However, the updated fees
presented herein do reflect the new build out population of 44,000 as identified in
the recently adopted General Plan.
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Analysis
and
Conclusion:

8. The “revised” Final Report indicates that fees for a single-family residence sewer
connection should be reduced from $4,436 to $4,351 and the water connection fee
should be increased from $3,703 to $7,734.

9. Staff has presented the Report to the Council’s ad hoc committee, Councilmen
George Finigan and Jim Heggarty, who supported adoption of the revised fees as
proposed.

10. Staff met with representatives of the HBA to address their concerns relative to the
proposed fees. The development community is mainly concerned with
implementation timing. They also raised a concern with a perception that they’re
paying fees twice for the same project (These issues are addressed below).

As noted above, it is proposed that the sewer impact fee be reduced from $4,436 to
$4,351 for a single family residential unit. This reduction is mainly due to the newly
adopted General Plan calling for a population increase from 35,000 to 44,000 at build-
out and slightly due to a nominal decline in the total share of the project costs allocated
to new development, $25,030,000 versus $24,760,000.

The City continues to face significant challenges relating to its’ treatment of sewage and
its ultimate disposal. The project list in the attached revised report does NOT yet reflect
these challenges as they have not yet been clearly defined. It is expected that as these
challenges are converted to clearly defined projects, impact fees will increase substantially.

The revised final report indicates that water impact fees should be increased from $3,703
to $7,734 for a single family residential unit. The sharp rise in fees is attributable to the
inclusion of Nacimiento Water (including water treatment facility for same) and
additional water storage capacity needed to serve new development. All but $84 of the
increase is for Nacimiento Water. Of the cost for Nacimiento Water 50% is being
allocated to new development. Given the water quality issue as it relates to existing
wastewater discharges, current and future sewer users are being required to pick up the
remaining 50% cost.

As previously noted, the Home Builders Association (HBA) is concerned mainly with
implementation timing of the new fees but they have a second concern relating to the
disposition of fees already collected and their impact upon the proposed fees. First, it is
their desire that all projects in the “pipeline” be grandfathered in under the existing fees.
This was their request two years ago then the first study was prepared and again when
the City’s AB1600 development impact fees (non-utility) were adopted a year ago. It has
been and will likely always be their desire. However, the Council has never granted
“pipeline” projects such relief. To do so would likely result in financial chaos wherein
insufficient revenues would be collected to build the infrastructure required to serve new
development. This would result in existing utility customers having to carry the burden
of paying for said infrastructure through higher user fees. When the current fees were
adopted in December 2001, they became effective March 1, 2002 and were payable
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Fiscal
Impact:

Options:

when the building permit was pulled and paid for. Similarly with AB 1600 fees, they
were adopted March 4, 2003 and became effective May 3, 2003 or June 2, 2003
depending upon receipt of permit application and ability of Building Division to process
said applications.

Due to a public noticing deficiency, the proposed September 1, 2004 implementation
date must be postponed to October 4, 2004. The Council may, of course, extend the
implementation date further if they wish.

With regards to the second issue raised by the HBA regarding a credit for total fees
collected since the fees were last updated towards the new project list. If the Council
were inclined to provide a credit for fees collected since the update, there should be a
corresponding credit (reduction) in the General Plan EDUs. The net effect, generally, is
no change in the fee because the allocation of remaining costs over the lower number of
EDUs increases the impact fee which offsets the reduction resulting from a applying the
credit for fees already collected.

Should the Council adopt the fees as proposed by the Study, the sewer impact fee would
decrease from $4,436 to $4,351, representing a decrease of $85 and the water connection
fee should be increased from $3,703 to $7,734 representing an increase of $4,031. Of
the $4,031 increase, $3,303 is attributable to Nacimiento Water and $644 is attributable
to a water treatment facility for Nacimiento Water. This leaves only $84 of the total
increase for other water projects needed to serve new development. As noted above,
new development is being required to pay 50% of the cost of Nacimiento Water.

For informational purposes, Atascadero Mutual Water just raised their water impact fee
for a 5/8” service from $3,255 to $12,500. Templeton Community Services District has
not yet adopted new fees but their fee is currently set at $3,642 and it has been
recommended that it go to $12,294.

That the Council:

a. Adopt Resolution No. 04-XX establishing new sewer and water development
impact fees; or

b. Amend, modify, or reject the above option.
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RESOLUTION NO. 04-

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PASO ROBLES
APPROVING REVISED SEWER AND WATER CONNECTION FEES

WHEREAS, the City Council revised the City’s sewer and water connection fees (development impact fees) on
December 18, 2001 by approving Resolution No. 01-266; and

WHEREAS, Resolution No. 01-266 called for bi-annual updates; and

WHEREAS, the City Council approved Resolution No. 03-212 authorizing a budget appropriation for the fee
update study; and

WHEREAS, the City engaged the firm of Foresight Consulting to update the sewer and water connections in
accordance with Council policy; and

WHEREAS, in accordance with procedures set forth in state law, copies of the report prepared by Foresight
Consulting have been and are available for public review and copying; and

WHEREAS, the study found that sewer and water connection fees should be increased in order to provide
sufficient funding to construct the sewer and water infrastructure improvements necessary to serve future growth.

NOW, THEREFORE, BE IT HEREBY RESOLVED by the City Council of the City of El Paso de Robles that
based upon the Study prepared by Foresight Consulting, there is a need to modify the existing sewer and water
connection fees in amounts necessary to cover the estimated reasonable cost of providing sewer and water services.

BE IT FURTHER RESOLVED that the City Council of the City of El Paso de Robles hereby approves and
adopts the schedule of sewer and water connection fees, attached hereto as Exhibit “A”, that shall be effective
October 4, 2004. Said fees shall be payable for each and every building permit issued on or after October 4, 2004.
For fees that may have been “advance paid,” the permittee shall pay the difference between the pre-paid fee and
the new fee when the permit is issued.

BE IT FURTHER RESOLVED by the City Council of the City of El Paso de Robles that the fees identified in
Exhibit “A” shall be modified annually each July 1 based on the change in the Engineering News Record’s
construction cost index as reported for the twelve month period ending in April of each year.

BE IT FINALLY RESOLVED by the City Council of the City of El Paso de Robles that said sewer and water
connection fees shall reviewed no less than bi-annually in conjunction with the update of the City’s four year
financial plan to ensure that the sewer and water connection fees then in existence do not exceed the estimated
reasonable costs of providing the public facilities and services for which they are imposed.

PASSED AND ADOPTED by the City Council of the City of Paso Robles this 3 day of August 2004 by the
following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

Frank Mecham, Mayor
ATTEST:

Sharilyn M. Ryan, Deputy City Clerk



EXHIBIT “A”

Sewer and Water Development Impact (Connection) Fee Schedule

TABLE A - Water Connection Fees (5/8” and 3/4” metered service):

$7,734 per single-family residence
$6,134 per multi-family residence (unit)
$7,734 per mobile home park space
$7,734 per mobile home subdivision lot

$7,734 per commercial unit + $530 per unit
$7,734 per hospital/convalescent home +  $530 per room
$7,734 per motel/hotel + $530 per room
$7,734 per school + $530 per classroom
$7,734 per industrial/manufacturing + $0.189 per sq.ft.

TABLE B - Water Connection Fees (services w/meters 1” or larger):

Meter

Size Eee
1” $ 12,916
11/2” $ 25,755
2" $ 41,224
3” $ 82,525
4” $128,930
6” $257,783
8” $412,468
10” $592,986

Sewer Connection Fees:

$4,351 per single-family residence

$6,134 per multi-family residence

$4,351 per mobile home park space

$4,351 per mobile home subdivision lot

$4,351 per commercial unit

$4,351 per hospital/convalescent home + $201 per room
$4,351 per motel/hotel + $82 per room
$6,148 per school + $82 per classroom
$4,004 per industrial/manufacturing + $47 per 5 employees



Table 1
Costs Allocated to New Development (2004-2025)

Revised/Updated Results 2001 Conn. Fee Study
Updated Costs Allocated Costs Allocated

Total Costs To New Devel- Percent To New Devel- Percent

Water Facilities® ($ mil.) opment ($ mil.) Allocated | |opment ($ mil.) Allocated
Water Supply Wells $2.05 $2.05 100% $1.38 80%
Future Water Supply $46.13 $23.06 50% $0.00 0%
Storage Reservoirs $13.89 $13.25 95% $5.65 81%
Transmission Projects $21.66 $14.84 69% $11.81 66%
Total - Water Facilities $83.73 $53.20 64% $18.84 71%

Sewer Facilities
Wastewater Treatment Facilities®
Existing Facilities $4.92 $1.53 31% $1.34 29%
immediate-Term Projects $0.99 $0.70 70% $0.00 0%
Short-Term Projects $5.27 $1.99 38% $0.00 0%
Long-Term Projects $0.88 $0.64 73% $2.76 37%
Total - Treatment Facilities $12.06 $4.85 40% $4.10 19%
Sewer Collection Facilitiies®

Projects from Adopted CIP $1.29 $0.39 30% $0.36 13%
Planned CIP — Stage 2 $1.60 $0.65 41% $2.85 58%
Planned CiP — Stage 3 $20.31 $18.87 93% $17.72 92%
Totai - Collection Facilities $23.20 $19.91 86% $20.93 68%
Total - Sewer Facilities $35.26 - $24.76 70% $25.03 48%
Total - Water & Sewer Facilities $118.99 $77.97 66% $43.87 56%

a. Source: Appendix Table W-2. Excludes projects with no allocation to new users.
b. Source: Appendix Table WWTP-2. Excludes projects with no allocation to new users.
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Table 2
Revised Sewer and Water
Development Impact {Connection) Fee Schedules

TABLE A - Water Connection Fees!":

Current™ Revised
$3,703 $6,685 per single-family residence
$2,937 $5,302 per multi-family residence (unit)
$3,703 $6,685 per mobile home park space
$3,703 $6,685 per mobile home subdivision lot | Cument'” | Revised
$3,703 $6,685 per commercial unit + $254 $458 per sub-unit
$3,703 $6,685 per hospital/convalescent home + | $254 $458 perroom
$3,703 $6,685 per motel/hotel + $254 $458 per unit
33,703 $6.685 per school + 3254 $458 per classroom
$3,7083 $6,685 per industrial/manufacturing + $0.090 £0.164 persq. fi.
TABLE B - Water Connection Fees ™
Meter Size Current'™ Revised
5/8" $3,703 $6,685
34" $3,703 $6,685
1" $6,185 $11,163
1-1/2" $12,332 $22,260
2" $19,738 $35,629
3" 339,514 $71,325
4" $61,733 $111,433
6" $123,429 $222,799
8" $197,493 $356,492
10" $283,926 $512,511

(1) The applicable fee shall be the higher of Table A or Table B except for
multi-family residential and mobile homes for mefer sizes less than 1".

{2) Adopted 2-1-04. The final fee schedule, per the Building Division, has been
modified to eliminate any distinction between mobile home spaces vs. lots.

Sewer Connection Fees

Current @ Revised
34,436 $4,351 per single-family residence
34,081 $5,302 per multi-family residence (unit)
34,081 $4,351 per mobile home park space
34,081 $4,351 per mobile home subdivision lot
94,436 $4,351 per commercial unit Current™® | Revised
$4,436 $4,351 per hospital/convalescent home + |  $204 $201 perroom
54,436 $4,351 per motel/hotel + $83 $82 perunit
$6,267 $6,148 per school + $83 $82 per classroom
34,436 $4,004 per industrial/manufacturing + 348 $47 per 5 employees

5/25/2004
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Table 3
Recalculation of Water and Sewer Connection Fees’
City of Paso Robles

Costs Allocated to Number of New Recalculated
New Development® Dwelling Units® Connection Fees
(2004 $ in mil.) (EDU) ($/EDYY
Water Connection Fees $53.20 7,959 $6,685
Sewer Connection Fees $24.76 5,691 $4,351
Total - Water and Sewer Connection Fees $11,036

a. Source: Table 3
b. Source: Table 4. Reflects build out at 2025 for water and 2020 for sewer,
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Table 4

Development of Wastewater Connection Fee Unit Costs
City of Paso Robles

Costs Allocated to Growth ($mil.)

Flow BOD SS Source of Estimales
WWTP Facilities (% Allocated to Flow/BOD/SS)
Existing Facilities (50%/25%/25%) $0.76 $0.38 $0.38  Appendix Table WWTP-3
Immediate-Term Projects (0%/50%/50%) $0.00 $0.35 $0.35  Appendix Table WWTP-3
Short-Term Projects (10%/45%/45%) $0.20 $0.89 $0.8%  Appendix Table WWTP-3
Long-Term Projects (80%/20%/0%) $0.51 $0.13 $0.00  Appendix Table WWTP-3
Subtotal - WWTP Facilities $1.47 $1.75 $1.62
Sewer Collection Facilities (100% to Flow)
Adopted CiP Projects $0.39 $0.00 $0.00  Appendix Table SC-3
Stage 2 Projects $0.65 $0.00 $0.00  Appendix Table SC-3
Stage 3 Projects $18.87 $0.00 $0.00  Appendix Table SC-3
Subtotal - Sewer Projects $19.91 $0.00 $0.00
Total - Allocation by Parameter $21.38 $1.75 $1.62
Total Loadings from New Development 202,100 3,336 3,336 Appendix Table WWTP-4
Units of treatment capacity gallons/day ppd ppd
Wastewater Facility Unit Cost ($/unit) $23.71 $525.09 $486.84
Verification of SFR Connection Fee ($/EDU)
Typical Flow, BOD, SS per SFR (EDU) 158.5 0.586 0.586 Appendix Table WWTP-4
Cost per SFR by Parameter $3.758 $308 $285
SFR Connection Fee ($/EDU) $4,351

ppd = pounds per day

a. Allacations based on types of capital projects shown in Appendix Table WWTP-3 and the suggested allocation to major functions
of those projects shown in the Revenue Program Guidelines, Appendix G, p. G-19, State Water Resources Control Board,
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Home Builders Association

OF THE CENTRAL COAST

Thursday, July 08, 2004

Mike Compton

Director of Administrative Services
City of Paso Robles

10090 Spring St.

Paso Robles, CA. 93446

Re Paso Robles Water and Sewer Development Impact Fees
Dear Mr. Compton:

Thank you for sending us information on proposed city sewer and water impact fee changes. We appreciate the city
involving us in the process in a timely fashion. We also appreciate that the city is planning for future growth and
public service needs by participating in the Nacimiento Water Project.

Although we are never happy to see fees rise, the Home Builders Association accepls paying fees needed to serve
families buying our homes and to offset impacts that result from new construction. Our goal is to make sure builders
and our customers are paying for future needs and impacts, not to fix cxisting probiems,

We support the staff recommendation to split the cost of the Nacimiento project between existing water users and
new construction since the project will improve overall city water quality. But we don’t yet have erongh
information to wderstand the differences between current water storage plans and the revised plans for 2004. We
are also concerned that the Nacimiento costs aren’t final and that the city is also looking at another general impact
fee increase this vear, at the creation of community facilities districts that could significantly harm sales of new
homes, an art-in-public places fee and other new costs, such as a pending state requirement of solar panels on all
new homes. All these combing to make housing more expensive when we are all trying to make it more affordable.

The association will meet with city staff Monday, July 12, to address the water storage questions we have. We
would then share any lingering concerns we have at the July 14 public workshop on Nacimiento or at the City
Council public hearing on the fees. However, we fully expect to resolve our concerns at the July 12 discussion with
the staff.

We also urge the city to charge the old fees for previously approved projects since their financing is already in place
and their physical impact on city resources has already been accounted for. The new fees should apply to new

projects.
If you have questions or need to reach me, you can call 546-0226 or e-mail jbunin@hbacc.org.

Thank you very much for your time and consideration.

Sincerely yours,

Jerry Bunin

Government Affairs Director

Home Builders Association of the Central Coast
P.O. Box 13010

2078 Parker St., Suite 210

San Lais Obispo, CA. 93406

PO Box 13010  805.546.0418; phone
2078 Parker Street, Suite 210  805.546.0330: fax
San Luis Obispo, California 93408-3010 www.hbacc.com: internet




Memorandum

To: Jim App, City Manager
From: Mike Compton, Director of Administrative Services
Meg Williamson, Acting Public Works Director
Assistant to the City Manager
Ce: Jennifer Sorenson, Finance Manager
Subject: Revenue Needs for Nacimiento Water
Date: June 11, 2004

‘The 2001 water impact fee study did not include the Nacimiento Water Project (NWP) as the
Council had not made a formal decision relative to the City’s participation. Since then, the Council
has decided to participate and the NWP was included in the 2004 Study Update. The Final Letter
Report dated May 24, 2004 as prepared by Foresight Consulting included the NWP at 2 cost of $45
million based upon the SLO County’s best estimates at the time. Due to the inclusion of the NWP
as well as other CIP budget modifications approved by Council, the Study indicates that the water
impact fee should increase from $3,703 to $6,685 per single family residential unit. Copy of the
Report is attached.

Since May 24", SLO County engineering has released revised N'W cost figures that now identify
Paso’s capital cost at $51.3 million. Staff's estimate for 2 NW treatment facility is $10 million,
muaking the total estimated capital cost for the NWP $61.3 million. These revised capital costs
would add an additional $1,049 to the impact fee increasing it to $7,734 per single family residential
unit.

The NWP poses a unique challenge. Come 7/1/10 or thereabouts, the City will need, according to
current estimates prepared by County engineering, §4.8 million annually in new, reoccurring
revenues (ignoring the operating cost of a water treatment facility). Impact fees alone will NOT
prowvide sufficient funds. The NWP component of the impact fee is $3,300. At 200 units annually,
only $660,000 would be collected, far short of the $4.8 million required annually to meet annual
debt and operating costs. Other dilemmas include:

> Impact fees are only collected once. They don’t provide a continuous revenue source.
» Bond covenants will likely require an ongoing “operating” revenue source;( i.e. user fees
rather than a development based revenue source; i.e. impact fee).

The following assumptions are included in financial analysis included herein:

»  City’s share of NW capital cost is $51 million + $1 million for pre-project.
» 'The annual revenue requirement beginning 7/1/10 is $4.8 million.




» All impact fees collected for NW will be handled as an “operating transfer in” for water

operations in order to mitigate as much as possible the impact upon user fees.

City will construct 200 new residential units annuaily.

The County will require, via the inter-agency agreement, a special reserve of 25% from

each participant to cover “agency failures”. Should a participant fail to honor their

contractual obligation for debt service and operational costs, the remaining non-County
participants will be required to “backhill” the failure. It is assumed that existing City
impact fees and/or operational funds may be pledged to meet said obligation without
any impact upon user or impact fees.

> $10,000,000 estimated cost of water treatment facility would be added to impact fee
schedule.

» User fees collected from 7/1/05 through 6/30/10 would be used with these impact fees
to pay for the water treatrnent facility. The shortfall, if any, would be backfilled
temporarily from impact fee fund.

»  Annual inflationary adjustments to user fees may provide sufficient revenues for
maintenance and operations of the treatment facility. As the cost for the treatment
facility are “engtneered”, rates may be adjusted accordingly.

VY

There is no option that reflects the establishment of community facility districts (CFD). However,
any resources derived from CFD could readily be used to “write down” user fees and/or capital
costs depending upon the timing and source. CFD may readily lend themselves to a “NW” user fee
wherein each unit pays an operating “surcharge” for NW.




Nacimiento Water Analysis

» Development impact fee for NW would be $3,300 per residential unit
> Development impact fee for NW treatment plant would be $650 per residential unit
» Monthly user fee adjustment for NW would be $40 per month, calculated as follows:

NW annual capital cost if financed = $3,373,000
NW annual operating cost = 1,440,000
Total Annual Cost $4.813.000

Total Customers = 10,000
Annual Cost / Customers = $481 $481/12 = $40

> User fee credit for “operating transfer in” from water impact fee fund would be $660,000
($3,300 x 200).
> Monthly user fee credit would be $5.00 (§660,000/10,000/12).

NET MONTHLY USER FEE INCREASE REQUIRED = $35.00

It is recommended that the water user fees be increased by $6.00 per month each year
beginning 7/1/05 through 7/1/10 for the specific purpose of “easing” the annual operating
cost impact of NW. During this time span, the amounts collected would be deposited into
a special fund along with treatment facility impact fees and be used to “cash out” the
construction of the water treatment plant.

Amounts collected from user fees is illustrated as follows:

NW Water User Fees
7/1/2005 7/1/2006  7/1/2007 7/1/2008 7/1/2009

$ 720,000 § 720,000 $ 720,000 § 720,000 § 720,000
720,000 720,000 720,000 720,000

720,000 720,000 720,000

720,000 720,000

720,000

720,000 1,440,000 2,160,000 2,880,000 3,600,000

Totl [ $ 10,800,000 |




Amounts collected from NW treatment impact fees is illustrated as follows:

NW Treatment Plant Impact Fees
9/1/2004 7/1/2006 7/1/2006 7/1/2007 7/1/2008 7/1/2009

$ 108,550 $ 130,000 $ 130,000 $ 130,000 $ 130,000 § 130,000
130,000 130,000 130,000 130,000 130,000

130,000 130,000 130,000 130,000

130,000 130,000 130,000

130,000 130,060

130,000

108,550 260,000 390,000 520,000 650,000 780,000

[$ 2,708550]

$ 10000000 Estimated Cost of Treatment Water Plant

Summary of all amounts collected:

$ 10,000,000 Estirmated Cost of Treatmment Water Plant

10,800,000 Contribution from NW user fees
2,708,550 Contributon from impact fee fund (future TP fees)
$ 13,508,550 Total Treatment Plant Contibution

After 7/1/10, NW treatment plant impact fees would be used to ‘repay” users, via an operating
transfer “in” for their upfront contribution towards construction of the treatment plant. User fees
collected prior to 7/1/10 would be used to pay annual debt service and operating & maintenance
costs of NW delivery system.

Whether the user fee increase is on the fixed rate portion or variable rate portion is not addressed
at this time. 'The critical key s to begin implementing a series of rate increase to ease customers
into the final cost for NW. Given that the annual cost for NW is known and relatively fixed, using
the fixed rate portion of the current rate structure would provide a greater degree of confidence
that the amounts collected would be sufficient. Using the variable rate portion may subject
customers to a number of unscheduled rate modifications to adjust fee collections due to the




seasonality of water consumption and consumption variations arising from water conservation
efforts. ‘




