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What is an impact fee and who pays it?

* One time charge to account for the additional
capacity anticipated for new connection to the utility

system

* Fee is typically collected:
e At time of connection, or
* When building permit is issued

* Recovers capital investments (past and/or planned)
to serve growth

* More than half the states currently have enabling
legislation




Why now? Q

* Current impact fee has been in place for over ~.o
20 years C}

* SLCDPU has extensive capital needs for all
three systems analyzed

* Existing system has capacity to serve new growth
and costs are being carried by existing users

* “Growth pays for growth”

e Current impact fees are low when compared
to other communities in Utah and
neighboring states
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Utah State Code g

* The requirements for the development of impact fees are
outlined in Title 11, Chapter 36a of the Utah Code (the

Impact Fees Act).

* A local political subdivision or private entity wanting to
implement an impact fee must develop both an Impact Fee
Facility Plan (IFFP) and an Impact Fee Analysis.

* The Utah Code allows for impact fees for water, wastewater,
and stormwater systems, as well as other public services.




Utah State Code g

* The preparation of the Impact Fee Facilities Plan (IFFP) is a
key step in the process and must include the following:
* |dentify the existing and proposed level of service for the utility.

* Identify available capacity in the existing facilities and planned
improvements to accommodate growth.

* |dentify the demands of new development for the next 6 years and
beyond.

* This Impact Fee Study takes the results of the IFFP and
applies the anticipated demands placed on each system to
calculate proposed unit costs per equivalent residential unit
and then develops proposed impact fee schedules for each
system.
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Impact Fee Methodology

* The proposed impact fees are composed of two
components: a recoupment fee and an improvement
fee.

* Recoupment fee: recovers the capital investment
associated with available capacity to serve new users in
the existing system.

* Improvement fee: recovers the capital investment in
planned improvements that provide capacity to serve

new users. ——
. Financing and
* Impact fees may consist of a recoupment fee, an E'Wﬁg
improvement fee, or a combination of the two mmmm
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Water Impact Fee

* Water service area consists of both within and outside the city
boundaries

* Treatment (production), storage and transmission and
distribution systems assets allocated to existing customers, next
6-year growth and beyond 6-year growth based on available
capacity

» Share of existing facilities to Existing Customers and Growth:
Svstem Existing Growth Next | Growth Beyond
y Customers 6 Years 6 Years

Treatment (Productlon) 46.8% 2.0% 51.2%

Transmission and Distribution 89.0% 3.8% 7.2%

Utilities



Water Impact Fee

* Planned improvements were
allocated to existing customers
and growth based on
professional judgement

 Capital investment in treatment
plants, distribution mains and
reservoirs

* $122.4 million projects as work in
process and integral component of
the recoupment fee

Impact Fee
Components

Recoupment Fee $2,528
Improvement Fee $3,135
Total Impact Fee $5,664




Water Impact Fee Schedule

Existing Impact Fee Propos::elmpact

aem s

oo s
oo s
| 2inch $11,776 $35,681
| 3dnch $23,678 $71,928
| 4inch $27,359 $82,688
| Ginch $54,718 $165,377
| 8inch $87,549 $265,056
$125,851 $381,160

* 1 ERU = Single Family Home = %-inch meter size




Water Impact Fee Comparison, %-inch Meter, Residential
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Water Impact Fee Comparison, 2-inch Meter, Commercial
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Sewer Impact Fee

» Sewer service area closely aligns with City boundaries

* Existing treatment and collection assets allocated to existing
customers, growth over next 6 years, and growth beyond 6
years based on available capacity

* Based on the analyses conducted for this study, most of collection
system allocated to existing customers

Com ponent Customers RCELS Years
Treatment 71.4% 3.2% 25.4%

96.3% 3.7% 0.0%




Sewer Impact Fee

* Planned improvements were
allocated to existing customers
and growth based on
professional judgement

* Large capital investment in water

reclamation facility

S850 million project considered a work
in process and is a key component of
the recoupment fee

New WREF is not increasing plant
capacity

Impact Fee
Components

Recoupment Fee $3,550

Improvement Fee $750

Total Impact Fee $4,300




Proposed
Impact Fee

Sewer Impact Fee Schedule

* Current Residential Impact Fee =
$545/Un|t Customer Class

e Current Commercial Fee based on Single-family Residential , $/unit $4,300
Equivalent fixture units Multifamily Residential $/unit $3,225
9 Other Residential $4.300
* Proposed Fee charges residential (Trailer/Recreation Park), $/unit '
based on number of Equivalent Non-Residential, Meter Size
* Single Family Residential =1 ERU m Sij’jgz
e Apartment and other multi-unit _ 527’064
buildings: 0.75 ERU per unit '
. _ Zinch  EEECULE
Miobile hormes = 1 ERU e R
 Commercial based on meter size DI s125,755
* Charge based on meter capacity _ $201,208
ratios (similar to water) | 10inch | $289,235




Sewer Impact Fee Comparison, Residential

$7,000

$6,000

$5,000

$4,000

$3,000

$2,000

$1,000

nnnE
Salt Lake North Weber  Orem - City Logan  WestJordan Central Salt Lake Provo Orem - Grand Denver
City - Ogden City  County weber City - Southwest  Junction

Existing Proposed SA




Sewer Impact Fee Comparison, Commercial 2”
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Stormwater Impact Fee

* Stormwater service area closely aligns with City boundaries

 All stormwater assets allocated to existing customers, growth over
next 6 years, and growth beyond 6 years based on available capacity

* Existing customers use approximately 78% of existing capacities of
stormwater infrastructure.

Y Customers 6 Years Years

78.1% 5.4% 16.5%




Stormwater Impact Fee

* Planned improvements were
allocated to existing customers and
- Impact Fee S/Lot
growth based on professional E - e
judgement
* Capital investment in lift stations, 51 864

detention basins, collection mains,
landscaping and more.
Improvement Fee S99

* Nearly S1m in projects as work in
process and $14.2m in existing
depreciated assets.

* Residential and commercial
customers pay same impact fee per
Ya acre basis

* Current fee: $374 per % acre




Stormwater Impact Fee Comparison, per acre
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Summary

* Impact fees for SLCDPU have not been updated for over 20
years

* Utility systems have substantial capital investment needs

* Existing system has capacity to serve new growth and costs are
being carried by existing users

* Proposed Residential Impact Fee

Water (S per 3/4” meter) 51,871 S5,664 203%
Sewer (S per 3/4” meter) $545 $4,300 689%

Stormwater (S per % acre) S374 $1,963 425%

Total $2,790 $11,927 327%

Y Utilities



Next Steps

* Incorporate comments from advisory committee into analysis

* Revise Impact Fee
* Consider phased approach to implement proposed fees

* Presentation to City Council
* Adoption of Impact Fee Facility Plan and Impact Fee Report

* Adoption of Impact Fee Schedules




Recommendations

* Follow appropriate process to adopt the IFFP and Impact Fee
Analysis

* City may wish to consider phasing in the updated impact fees
to reduce fee shock
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Impact Fee Methodology

Determine Capacity

Requirements for Growth

Recoupment Fee Determine Growth Improvement Fee

Related Costs

Value of Existing Capacity Cost of Additional Capacity
Available for Growth Needed for Growth

Calculate Unit Costs of
Capacity

Develop Impact Fee
Schedule




* Value of Existing Assets, Less:

Recoupment -Developer Contributions Allocate to Existing
Investment -Outstanding Debt ‘ Customers and
-Credit for replacement of existing assets Growth

-Improvements funded by grants

Improvement * Planned Capital Improvements, Less: I allowie s B

Investment -Projected principal on new debt

Customers and
Growth

Number of New * Equivalent Residential Units
Connections (ERUs) over the next 6 years
* Stormwater based on Acreage

Impact Fee

(S/ERV)




...
Impact Fee Methodology

* The net capital investment in each system is then
broken down into the respective system
components.

* Water: treatment, storage, and distribution components.
* Wastewater: treatment and collection and transmission.

* The stormwater system is treated as one component.




...
Impact Fee Methodology

* Adjustments are made to the existing capital investment and
cost of the planned improvements in the system to reflect:
* the outstanding debt on each system
» developer contributions
e improvements funded from grants
* assets that will be retired or replaced by the planned improvements.

* The net capital investment in each system is then broken
down into the respective system components.
* Water: treatment, storage, and distribution components.
* Wastewater: treatment and collection and transmission.

* The stormwater system is treated as one component.
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