City of Woodland

.
REPORT TO MAYOR AND CITY COUNCIL | [CENDAITEM

TO: THE HONORABLE MAYOR

AND CITY COUNCIL DATE: January 22, 2008

SUBJECT: Approval of an Agreement with Yolo County Regarding Application
of Development Impact fees

Report in Brief

Yolo County and the cities within the county have been working over the past two years on an
agreement regarding the application of development impact fees. The proposed agreement would
formally grant the authority to the County for collecting the development impact fees that the
County has been collecting since 1991 for development projects within each of the four incorporated
cities. More importantly, the agreement mandates a process for the future adjustment of the County’s
fees that provides the cities with oversight they do not currently have. This oversight will be assured
through a Technical Advisory Committee (TAC) composed of the city managers from each city and
the County Administrator.

Staff recommends that the City Council approve the Agreement regarding application of
Development Impact Fees collected by Yolo County for development projects located within
incorporated cities.

Background

Yolo County adopted development impact fees in 1991 based on the authority of AB 1600 and other
statutory law. These fees were applied to development projects within each of the incorporated cities
as well as the County’s jurisdictional area. The fees addressed impacts to County-wide facilities,
including the jail, health and human services and open space areas. In accordance with state law, the
County completed a nexus study required to update the fees every five years. Updated nexus studies
were completed by the County in 1995, 2000 and 2005 in order to increase and adjust the fees. The
2005 fee study generated a proposal to adjust the fees that was presented to the city managers of
each city in November 2005. In response to the concerns expressed by the city managers, additional
discussion of the fees was facilitated by the County through each city’s 2x2 meetings. The concerns
expressed by the elected officials and city staff included the following issues:




PAGE: 2

SUBJECT: Approval of an Agreement Regarding Development ITEM:

Impact Fees

e Authority of the County to impose the fees
e Magnitude of the proposed fee increase
e Methodology applied to the calculation of the fees

Prior to the expression of concern by the cities, the County intended to increase the existing fees and
add two new impact fees: Parks and Open Space, and Traffic. In response to the concerns expressed
by the cities, the County limited the adjustment to an increase of the existing fees and began
negotiations with the cities regarding a process for considering new fees and future adjustments.

Discussions between the city managers and County Administrator began in 2006 and focused on
addressing the issues described above. After several in depth discussions and the involvement of the
respective legal staff of all agencies, an agreement was completed in 2007. The Agreement is
included as an attachment to this report. In order to proceed with the Agreement, the cities and the
County committed to scheduling consideration of the document by their elected councils and board
in late 2007 or early 2008. The County Board of Supervisors approved the agreement on December
11 followed by the West Sacramento City Council on December 12 and the Winters City Council on
December 18. Woodland staff scheduled the City Council’s consideration for January 22 and the
Davis City Council will consider the agreement on the same date or early February.

Discussion

The proposed agreement addresses the most critical issues expressed by the cities when the County
proposed the development impact fees increase in late 2005. These issues are summarized as
follows.

Magnitude of the Proposed County Fees. The Agreement does not propose any new or
increased fees. Instead, it establishes a process for increasing the existing fees or establishing
new fees. This condition enables the County to conduct the required nexus study in a manner
that allows the cities to actively participate and provide some degree of oversight.

County Authority for Imposition of the Fee. The Mitigation Fee Act (AB 1600) prescribes
certain findings that must be made when a jurisdiction imposes development impact fees.
These findings are typically established through completion of a nexus study. However, the
Mitigation Fee Act does not, by itself, provide the authority for the imposition of the fees.
Instead, the authority to impose the fees is derived from the police power granted to local
governments by the California Constitution. The Mitigation Fee Act does not independently
provide authority to counties to impose fees within incorporated cities. In fact, the Act limits
the imposition of the fees to the jurisdiction approving the development project.

Countywide fee programs that require development within the cities to pay impact fees are
typically implemented through individual agreements between each city and the county.
While Yolo County has implemented and collected development impact fees for projects
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within the incorporated city limits of all four cities for sixteen years without such an
agreement, many city managers and advocates of city government throughout the country
believe the cooperation of cities is required before county fees can be imposed or collected
within incorporated areas. The proposed Agreement is a cooperative agreement that would
grant the County the ability to collect county development impact fees for development
projects within Woodland. Additionally, the proposed Agreement allows the City of
Woodland to revoke this permission by withdrawing with six months written notice. Staff
believes the formal granting of authority to collect fees and the ability to revoke this
authority provides a higher degree of leverage to maintain a fair and appropriate process.

Method of Calculating the Fee. Cities raised concerns in 2005 because of the approach
taken by the County in the nexus study that justified the Parks and Open Space, and Traffic
Fees. While the agreement does not specifically address approaches to calculating fees, it
establishes the Technical Advisory Committee (TAC) composed of the city managers from
each city and the County Administrator. The TAC will provide guidance and transparency to
the process at a significantly higher level than the present situation.

The proposed Agreement formally authorizes collection of the existing County impact fees and
establishes the framework for oversight by the cities in a manner that currently does not exist. As an
example, the proposed Agreement requires the County to provide annual reports to the cities
summarizing the total amount of fees collected from each of the categories, annual expenditures and
justification associated with the expenditure. In addition and most importantly, the Agreement would
provide a formal, consistent process for implementing additional fees and adjusting the existing fees
through the formation of the TAC. While the proposed Agreement cannot guarantee absolute
harmony between the City of Woodland and Yolo County with respect to the implementation of
development impact fees, staff believes it is a positive step and represents an improvement over the
current arrangement. The proposed Agreement also fosters regional collaboration among all local
governments in Yolo County.

Fiscal Impact

There is no financial impact to the City of Woodland associated with the proposed Agreement. The
City Council’s approval of the proposed Agreement will not increase the County’s development
impact fees. However, the proposed Agreement does provide the process for adjusting/increasing the
County’s development impact fees and establishing new fees. As stated previously herein, the
process includes the involvement of each city.

Public Contact

Posting of the City Council agenda. A copy of the agenda and report was provided to the County
Administrator.
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Alternative Courses of Action

1. Approve the Agreement regarding application of Development Impact Fees collected by
Yolo County for projects located within incorporated cities.
2. Cease further consideration of the proposed Agreement.

Recommendation for Action

Staff recommends that the City Council approve Alternative No. 1.

Reviewed by: Barry Munowitch
Assistant City Manager

Reviewed by: Joan Drayton
Finance Director

Reviewed by: Gary Wegener
Public Works Director

Reviewed by: Ann Siprelle
City Attorney

Mark G. Deven
City Manager

Attachment: Proposed Agreement



AGREEMENT NO. __ -

Agreement Regarding Application of County Development Impact Fees to Projects Located
‘Within Incorporated Cities

THIS AGREEMENT is made this __ day of , by and between the
County of Yolo (“County”), the City of Davis, the City of West Sacramento, the City of
Woodland, and the City of Winters (hereinafter collectively called the “Cities”™).

RECITALS

WHEREAS, the County and the Cities share a unique and cooperative relationship which
values the preservation of agriculture and open space to separate our distinctive communities;
and

WHEREAS, the countywide collection of development impacts fees is a model of
cooperation and recognition of the impacts of development outside of jurisdictional boundaries;
and

WHEREAS, the County and the Cities wish to maintain effective community planning
by, among other things, establishing an appropriate framework to address some of the financial
burdens resulting from the impact of growth on County public facilities; and

WHEREAS, growth within the Cities contributes to the demand for and impacts on
County facilities, including but not limited to facilities for public protection, health and human
services, libraries, sheriff patrol and investigation services, traffic, parks and open space, county

administration, information technology, planning and public works, and facility planning; and

WHEREAS, on or before the date of this Agreement, the County adopted certain fees
(“Development Impact Fees™) pursuant to the Mitigation Fee Act, Government Code §§ 66000
et seq., to help defray costs associated with public facilities needed to serve the types of
development projects on which the fees are to be imposed; and

WHEREAS, these fees have been collected by the County for development within
incorporated areas since the fees were established or, in the case of West Sacramento, collected
by the City on behalf of the County, and

WHEREAS, this Agreement seeks to improve future updates of the existing fees and the
establishment of any new fees, and

WHEREAS, subject to the terms and conditions of this Agreement, the Cities consent to
the County’s imposition of the Development Impact Fees identified below on development
projects located within the incorporated area of each of the Cities; and

WHEREAS, the purpose of this Agreement is to provide a means for the County to
impose certain Development Impact Fees on development projects located within the
incorporated area of each of the Cities to help ensure that the County can adequately meet the
facility needs of those who live and work at such projects;
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NOW, THEREFORE, the parties hereby agree as follows:
AGREEMENT

L COUNTY FEES. Subject to the limited exemption set forth in Section IV, below,
and the remaining terms and conditions of this Agreement, the Cities agree that the County may
impose the Development Impact Fees contained in Chapter 14, Title 3 of the Yolo County Code
and the County’s Master Fee Resolution on all development projects located within their
boundaries. For the purposes of this Agreement, the fees that may properly be charged by the
County include all County fees in effect on or before the date of this Agreement, as well as those
new or increased fees that subsequently become effective pursuant to this Agreement. A list of
all County fees that are presently in effect (or that have been adopted and will become effective
within 60 days of this Agreement) is attached hereto as Exhibit A, which is incorporated herein
by this reference. '

IL COLLECTION OF COUNTY FEES. The Cities agree to facilitate the collection
of the County Development Impact Fees covered by this Agreement by implementing either of
the methods set forth in Section 3-14.05(a) and (¢) of the Yolo County Code, which alternatively
provide for the addition of conditions to building permits or other land use entitlements requiring
payment of County fees (subsection (a)), or authorize City collection and remittance to County
of County fees (subsection (¢)). Except as otherwise provided in Government Code § 66007(a)
or Section IV, below, all Development Impact Fees shall be paid at the time building permits are
issued.

1. SOLE AND EXCLUSIVE METHOD. The County agrees that this Agreement
shall be the sole and exclusive method for imposing and adjusting County Development Impact
Fees within the incorporated area of each City. The County shall not attempt to impose or
collect any Development Impact Fees within the incorporated area of each City except in
accordance with the terms and provisions of this Agreement. The provisions of this Agreement
shall supersede any previous agreements between the parties on the subjects addressed herein.

Iv.  LIMITED EXEMPTION FOR CERTAIN PROJECTS AND VESTING: OTHER
WAIVERS.

Limited Exemption and Vesting. Subject to the following limitations, the County
further to vest the amount of County Development Impact Fees for future projects
if a City vests its fees at the time of project approval. As used herein, the terms
“vest,” “vests,” and “vesting” shall be understood to refer to the concept of
exempting a project from any increases in County Development Impact Fees for a
specified period of time. County fees shall also be vested for the same period of
time as City fees, up to a maximum of two years from the date of project
approval. If vested fees are not paid prior to the end of the vesting period, all
County Development Impact Fees owed by the applicant shall be immediately
due and payable in the full amount in place as of the expiration of the vesting
period.

Alternatively, the County and the applicant may enter into a written agreement
“that provides for a different arrangement.
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Nothing in this Section IV shall prevent the County and a City from implementing
an alternate methodology for fee collections in that city’s incorporated area that
complies with the provisions of Government Code § 66017 and that is expected to
result in essentially the same amount of total revenue to the County that would
have been generated by subsection IV.A, above.

C. Other Waivers. Nothing in this Agreement impairs the County’s ability to waive
the application of its Development Impact Fees to future projects in its sole
discretion. The County agrees that to the extent any such waiver reduces the
revenues that would otherwise be available to County to provide public services
to the residents of a City, the County will not seek to recover such revenues from
other projects that are subject to this Agreement.

V. ANNUAL COUNTY REPORTS. On an annual basis on or before the
anniversary date of this Agreement, the County shall prepare and deliver an individual written
report to each City that includes at least the following information about the County
Development Impact Fees collected pursuant to this Agreement: (A) the total amount of fees for
each category collected from development projects within that City during the previous twelve
months; (B) the County’s expenditures of fees collected from development projects within that
City during the previous year, including information describing each project on which fees have
been expended and the amount of such expenditures; and (C) to the extent the County did not
fully expend all fees collected from development projects within that City in previous years, the
same information required by subsection (B) regarding any expenditure of such fees, as well as
the amount of any remaining surplus. The County shall annually provide a copy of all reports to
each City.

The annual reporting requirement established in this Section shall apply only to fees
collected after the date of this Agreement. If a city collects County Development Impacts Fees
and transmits them to the County, on at least a quarterly basis, the city shall certify and transmit
data to the County indicating the total amount of fees collected and transmitted by fee category,
consistent with subsection V.A., above, to enable the County to satisfy its annual reporting
requirement.

VI.  FUTURE FEES AND FEE ADJUSTMENTS: TECHNICAL ADVISORY
COMMITTEE. The County and the Cities recognize that developing consistent policies for
determining development impact fees through the County provides for more orderly planning
and greater uniformity and predictability for applicants. Further, the Cities recognize that, from
time to time, the County may find it necessary to adjust the amount of the County Development
Impact Fees covered by this Agreement and/or establish new categories of fees. For the purpose
of providing appropriate technical oversight with regard to such fee adjustments and new fee
categories, as further detailed below, the parties agree to form a Technical Advisory Committee
(“TAC”) in accordance with the following:

A. Purpose. The fundamental purpose of the TAC is to help ensure that any future
adjustments to, or proposed new categories of, County Development Impact Fees
are developed and imposed only after the completion of a fee study by a qualified
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consultant that complies with all applicable legal requirements. Consistent with
this purpose, the TAC shall provide recommendations to the County on each of
the following: ’

1. Fee study methodology;
2. Consultant selection;

3. If applicable, projects for consideration in capital improvements
plans (“CIP”) proposed by the County;

4. The content of draft fee studies; and

5. Any other issues that are relevant to the County’s adjustment or
establishment of the Development Impact Fees covered by this
Agreement.

The TAC’s role is advisory only and, consistent with its obligation to indemnify
the Cities and its sole legal responsibility for compliance with the Mitigation Fee
Act (Government Code §§ 66000 et seq.), the County retains full discretion with
respect to Development Impact Fees except as otherwise expressly provided in

“this Agreement. However, if the County elects not to follow the TAC’s
recommendations, it shall advise each City of that decision and allow each City
30 days to respond with comments to the County.

B. TAC Structure and Membership. The TAC will include the City Manager for
each of the Cities and the County Administrator, or their designees. In addition,
the TAC shall also include two (2) members to be appointed from the general
public by the County Administrator. The public members must reside within the
County (either in an unincorporated or incorporated area), should possess
knowledge relevant to or experience with Development Impact Fees, and they
may not be employed by any of the local government participants during their
membership term. The TAC may also contract for the services of a consultant to
advise the TAC on issues within its jurisdiction. The cost of any such consultant
shall be borne by the County. The County Administrator or designee shall chair
the TAC, and the local government participants shall elect a vice-chair. The TAC
vice-chair and public members shall each serve for two-year terms, and they may
be reappointed at the conclusion of each term or they may resign at any time.
Except as otherwise provided in this subsection, all members of the TAC are
entitled to vote on all issues with the TAC’s jurisdiction.

C. Meetings of the TAC. The TAC shall meet on an as-needed basis, or upon
request of any member, and at least six (6) months prior to each 5-year review of
County Development Impact Fees. The TAC shall comply with the requirements
of the Ralph M. Brown Act (Gov. Code §§ 54950 ef seq.) to the extent it may

apply.

VII. WITHDRAWAL. Any entity that is a party to this Agreement may elect to
withdraw from continued participation in the arrangement established by its terms and
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provisions. The entity electing to withdraw must deliver a written notice stating its intent to
withdraw to each of the other remaining parties to this Agreement. Any such withdrawal shall
not be effective until six months from the date of delivery of the written notice or, alternatively,
until the date of withdrawal set forth in the notice, whichever is later. Any new or increased
County Development Impact Fees that become effective within six months after delivery of such
notice shall not apply within the jurisdictional limits of the withdrawing party. The notice shall
include a statement of the basis for the decision to withdraw.

VIIL.  FEE ALLOCATION: EXPENDITURES.

A. Allocation. The parties recognize that under California constitutional and
statutory law, development impact fees must generally bear a reasonable
relationship in both use and amount to public facility impacts associated with the
type of development on which they are imposed. This general legal principle
limits the County’s discretion in allocating the amounts of Development Impact
Fees subject to this Agreement among different types of development. However,
to the extent the County may do so in a manner that is consistent with this
principle and the County’s financial needs, the County agrees to adhere to any
allocation formula adopted by each City in imposing Development Impact Fees
within the incorporated area of such City. The TAC shall advise the County on
issues of allocation.

B. Expenditures. The County’s expenditure of Development Impact Fees collected
from developments within the Cities is not limited or restricted in any manner by
this Agreement.

IX. INDEMNIFICATION. Pursuant to Government Code section 895.4, the County
agrees to defend, indemnify and hold harmless the Cities and their elected officials, officers,
employees, agents and volunteers from and against any and all claims, damages, demands,
losses, defense costs, expenses (including attorneys’ fees) and liability of any kind or nature
arising out of or alleged to arise out of the performance of this Agreement. In carrying out its
obligations under this Section IX, the County may use legal counsel of its choice.

X. APPLICABLE LAW. This Agreement has been made and delivered within the
State of California, and the rights and obligations of the parties hereto shall be construed and
enforced in accordance with California law.

XI.  SUCCESSORS AND ASSIGNS. This Agreement is binding upon and shall inure
to the benefit of the parties hereto and their respective representatives, heirs, predecessors,
affiliated entities, transferees, assigns and successors in interest.

XII. ATTORNEYS’ FEES AND COSTS. In the event of future litigation to enforce
this Agreement, the prevailing party shall be entitled to reasonable attorneys’ fees and costs.

XII. SEVERABILITY. Should any paragraph, clause or provision of this Agreement
be construed to be against public policy or determined by a court of competent jurisdiction to be
void, invalid or unenforceable, such construction and decisions shall affect only those
paragraphs, clauses or provisions so construed or interpreted, and shall in no event affect the
remaining paragraphs, clauses or provisions of this Agreement, which shall remain in force.
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XIV. NO THIRD PARTY BENEFICIARIES. This Agreement is not intended to, and
will not be construed to, create any right on the part of any third party to bring an action to
enforce any of its terms.

XV. ENTIRE AGREEMENT: MODIFICATION. This Agreement is the entire
Agreement between the parties with respect to the subject matter hereof and, subject to the
limitation in the following sentence, supersedes all prior and contemporaneous oral and written
agreements and discussions. This Agreement does not supersede any prior written agreements
duly approved and executed by the County and any of the other parties hereto concerning, in
whole or part, County Development Impact Fees. If any such agreements are in effect at the
time this Agreement is signed, they shall remain in effect during the term hereof. Provisions in
such agreements relating to County Development Impact Fees, however, shall not be operative
following the execution of this Agreement except as to a party that (i) withdraws from this
Agreement in accordance with Section VII, above, or (ii) is otherwise relieved of its legal
obligations under this Agreement. Each party has cooperated in the drafting and preparation of
this Agreement, and this Agreement shall not be construed against any party on the basis of
drafting. This Agreement may be amended only by an agreement in writing, signed by each of
the parties hereto.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the day and
year first set forth above.

County of Yolo | Date City of Davis Date
City of West Sacramento Date City of Woodland Date
City of Winters Date
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