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ISUBJECT 

Public Hearing - City of Anderson Five Year Development Impact Fee Review 

I RECOMMENDATION 

The Development Services Director recommends the City Council: 

1.	 Conduct the public hearing. 

2.	 Subject to testimony received at the public hearing, adopt a resolution re
establishing the existing development impact fees. 

I FISCAL IMPACT 

The City's impact fees do not cover all of the costs associated with expansion of systems 
necessary to accommodate new growth. The fees cover approximately 8S percent of the 
estimated costs. Development conditions of approval, grants and the general fund are used 
to make up the difference. The City hasn't changed some of our fees since their adoption in 
200S, even though the cost of construction, especially materials, has changed significantly 
since then. While the fees will not cover the entire cost of expanded systems, they will 
offset a majority of the associated costs. 

It is not uncommon for impact fees to fall short of fully funding the cost of the 
improvement. There are a variety of reasons for this, but the main reason is that it is 

ITEM 7.3	 PAGE 1 7/17/12 



difficult for cities to keep pace with rapidly changing construction costs. Cities are also 
reluctant to increase fees at any time, but especially during a recession. If the Council 
chooses not to change the fees to reflect new construction costs, then improvements will 
not be fully funded and the remaining 'balance' would need to be made up from other 
sources such as grants, the general fund, etc., or the improvement delayed until sufficient 
revenue is obtained. 

It is also important to remember that the fee program funds the long term capital 
improvement program the environmental process relies upon to address cumulative 
impacts of development. If the fee program is severely underfunded, then the 
environmental analysis for development projects may be considered inadequate if it relies 
on the fee program to address the project's fair share of a larger improvement. To be 
effective as mitigation, the fee program must have a reasonable expectation of resulting in 
the physical improvement. It might be difficult to defend the contention that a severely 
underfunded fee program would not result in the physical improvement. 

I DISCUSSION and BACKGROUND 

Development impact fees are one of the most important methods of funding infrastructure 
to support new development and insure that it pays its prorate share of new infrastructure 
and further seeks to insure existing taxpayers are not paying to subsidize new 
development but instead are used to benefit existing taxpayers. Development impact fees 
are authorized in California under AB 1600 (Cortese), which was effective January 1, 1989, 
and which is codified beginning in Government Code Section 66000. 

The fundamental principal of Government Code Section 66000 is that the burden of impact 
fees cannot total more than the actual cost of the public facility needed to serve the 
development paying the fee. Also fee revenues can only be used for the intended purposes. 
In addition, the Act also has specific accounting and reporting requirements annually and 
every five years for the use of fee revenues. The City unfortunately is two years out on our 
five year review and update of fees. Our fee review and update was due in 2010. After 
much discussion and review, staff suggests the City maintain these current impact fees as 
they are and pursue a more in depth review in 2015. 

In general, while AB 1600 requires cities and counties adopting and implementing 
development impact fees to do several things, the four most essential items are: 

1.	 The fees must be a clearly defined connection, or "nexus" between the development 
fee collected and the public improvements being funded by the fee. 

2.	 The fee revenue must be segregated from other city funds to avoid co-mingling 
development impact fees with other local government funds. 

3.	 The fees must be expended or otherwise committed to a project(s) within five years 
of collecting of the fee. 

4.	 If funds are not eApended or otherwise committed to a project(s) within five years 
of collection, any excess must be refunded. 

Using the authority of AB 1600, the City of Anderson has imposed the following seven 
development impact fees to fund the following infrastructure to serve new development: 
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1. Corporation Yard and Police Facility Capital Improvement Fund 108. 
2. Storm Drain Capital Improvement Fund 109. 
3. Parks Capital Improvement Fund 110. 
4. Wastewater Capital Improvement Fund 111. 
5. Water Capital Improvement Fund 112. 
6. Traffic Impact Capital Improvement Fund 113. 
7. I-5jDeschutes Interchange Capital Improvement Fund 115. 

It should be noted that the City of Anderson also charges new residential development (but 
not commercial or industrial development) Park Capital Improvement Fees which fall 
under a different State Law, called the Quimby Act 1965 and codified under Government 
Code 66477. However, Park Capital Improvement Fees will be discussed as a "development 
impact fee', even though the legal authority is different than the other development impact 
fees the City imposes under AB 1600. 

The development impact fees the City imposes were reviewed and updated in 2009 per 
Ordinance 758 and at this time they are adequate to support the near-term services the 
City has identified to serve theidentified new development. 

Reporting Requirements 
The City should comply with the annual and five-year reporting requirements of 
Government Code § 66000 et seq. For facilities to be funded with a combination of public 
facilities fees and other revenues, the County must identify the source and amount of the 
other revenues. The City must also identify when the other revenues are anticipated to be 
available to fund the project. 

At this time the City has neglected to thoroughly review all of our development impact fees 
in a timely manner due to staff turnover. Therefore, we are proposing to review the 
current fees "as is' at this point and bring this back to the Council in two years with a 
thorough review. Therefore, staff is proposing development impact fees not increase at 
this time. 

Insuring the City Remains Competitive 
Although the City's development impact fees have not been updated in some years, the 
Anderson City Council has long been concerned about the potentially adverse impact high 
development impact fees can have on housing prices. The Council has also been 
consistently concerned about Anderson's fees remaining "competitive', ideally meaning 
lower, than surrounding jurisdictions. One of the essential pieces of information that will 
accompany the full development impact fee report recommendations in 2015 will be to 
show both the component parts and whole of impact fee comparisons with nearby 
jurisdictions so the Council will know just how "competitive' Anderson would remain even 
with what are likely to be recommendations for significant development impact fee 
increases. 
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Nonetheless, to serve new growth and not overburden existing infrastructure, it should be 
recognized that the City's infrastructure needs are what they are. Having development 
impact fees in place that do not adequately fund infrastructure identified in master 
planning and capital improvement plans can only serve to prematurely shut off future 
development opportunities when infrastructure capacities are reached sooner than they 
otherwise should. 

IATTACHMENT
 

1. Resolution 
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ATTACHI'1ENT 1 

RESOLUTION NO. 12

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF ANDERSON, CALIFORNIA,
 
CONTINUING THE CITYWIDE DEVELOPMENT IMPACT FEE FOR NEW DEVELOPMENT
 
AND THE RELATED FIVE YEAR REVIEW OF THE CITYWIDE IMPACT FEE PROGRAM
 

WHEREAS, California Government Code Section 66000 et seq. enables cities to charge fees 
for transportation facilities; and 

WHEREAS, the City Council adopted Ordinance Nos. 758, 751,739,737 authorizing the 
adoption of development impact fees; and 

WHEREAS, California Government Code Section 66001(d) requires the City Council to 
make specified findings every five years with respect to any portion of the impact fees 
collected that remain unexpended or uncommitted in its account to identify the purpose to 
which the fee is to be put and to demonstrate a reasonable relationship between the fee 
and the purpose for which it was charged; and 

WHEREAS, California Government Code Section 66006(b) requires the City to make 
available to the public, certain information, including but not limited to the amount of the 
fee, the amount of fees collected and the interest earned thereon, and the beginning and 
ending balance ofthe impact fee for the previous fiscal year; and 

WHEREAS, the City Council has opted to conduct the review of impact fees required by 
California Government Code Section 66001(d) on an annual basis in conjunction with its 
review of the capital improvement plan as required by California Government Code Section 
66002 (b) and the annual accounting as required by California Government Code Section 
66006(b)(1); and 

WHEREAS, the primary purpose of this resolution is to re-establish the impact fees to 
enable the City to continue the impact fee program; and 

WHEREAS, the impact fee remains necessary because new development is proposed, or 
will be proposed in the City of Anderson that will require increase in infrastructure that are 
not currently funded by any other mechanism than the impact fee program; and 
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WHEREAS, this resolution was available for public inspection and review fourteen (14) 
days prior to the public hearing beginning on July 3,2012; and 

WHEREAS, pursuant to Government Code Sections 66001, 66002, 66006, and 66018, 
notice was published in the local newspaper on June 2, 2012, prior to the public hearing 
held on July 17, 2012; and 

WHEREAS, the City Council conducted a public hearing on July 17, 2012, received 
testimony and evidence from the public and has evaluated justification for establishment of 
the fee given economic and social factors; and 

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Anderson, 
California, does hereby incorporate by reference the foregoing recitations as findings and 
that said findings are true and correct. 

1.	 The purpose of the development impact fee is to fund capital improvements in the 
City of Anderson essential to the provision of services for future development; and 

2.	 There is a reasonable relationship between the development impact fee's use and 
the development projects on which the fee is imposed because the facilities funded 
by the fee are needed to accommodate the incremental new burdens to existing 
infrastructure generated by the development of new commercial, industrial and 
residential uses upon which the fee is imposed; and 

3.	 New development projects paying the fee will receive a direct benefit from the 
projects funded by the fee and the fair share cost of any improvement identified in 
the capital improvement program, but that also serves existing residents, has been 
removed from the fee charged new development; and 

4.	 There does not exist any portion of the impact fee imposed under Resolution No 
758, remaining unexpended or uncommitted in the City Anderson impact fee 
accounts five or more years after the deposit of the fee, and no refunds of the fee are 
required; the capital improvement plan earlier adopted by resolution is adequate to 
identify the facilities for which the impact fee is charged and does not need to be 
amended. 

5.	 This resolution is to re-establish the impact fees to enable the City to continue the 
impact fee program. 
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PASSED AND ADOPTED at a regular meeting of the City Council of the City of Anderson 

held on July 17, 2012 by the following vote: 

AYES: 

NOES: 

ABSTAIN: 

ABSENT: 

James Yarbrough, Mayor 

ATTEST: 

Juanita Barnett, City Clerk 


