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Title:
(Pass for Publication) Update of the Fee Deferral Ordinance

File ID: 2018-01638
Location: Citywide

Recommendation:

1) Review an ordinance amending sections 18.52.010 and 18.52.040 of the Sacramento City Code,
relating to deferring payment of city fees on projects; and 2) pass for publication the ordinance title
per Sacramento City Charter Article Ill, section 32(c) for adoption on December 11, 2018.

Contact: Greg Sandlund, Principal Planner (916) 808-8931, Community Development Department

Presenter: None
Attachments:
1-Description/Analysis

2-Ordinance (Redline)
3-Ordinance (Clean)

Description/Analysis

Issue Detail: On February 14, 2017, Council Adopted the Fee Deferral Ordinance (Chapter 18.52 of
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City Code) to provide an option to delay the cost of development impact fees until final inspection of
the building or facility. The Fee Deferral Ordinance included a February 1, 2019 expiration date. Staff
is proposing to extend the Fee Deferral Ordinance for an additional two years and is also expanding
the scope of the program to apply to commercial projects with a project valuation of $1 million or
more. The current ordinance restricts the fee deferral program to commercial projects of 100,000
square feet or more.

Since the end of the recession, an inadequate housing inventory statewide has increased housing
prices and rents. High construction costs have delayed new construction and kept the housing
inventory low. Developers typically finance these fees prior to the construction period, often at high
interest rates. These expenditures increase overall development costs. Providing the option to delay
the cost of impact fees until the final inspection of the building or facility (and any resulting impacts)
would reduce the upfront construction costs.

Policy Considerations: The Fee Deferral Ordinance is supported by the following policy as
established in the 2035 General Plan:

Housing 2.2.3 Offsetting Development Costs for Affordable Housing. The City shall defer
fees to Certificate of Occupancy (COO) to help offset development costs for affordable
housing and will offer other financial incentives including, but not limited to, water development
fee waivers and sewer credits.

Economic Impacts: By providing an option for lowering initial start-up construction costs of new
development, the Ordinance helps to stimulate the construction of new housing and businesses,
which will create jobs and stimulate overall economic development.

Environmental Considerations: The proposed ordinance is exempt from the provisions of the
California Environmental Quality Act (CEQA), consistent with section 15378(b)(4) of the CEQA
Guidelines, which provides that the creation of government funding mechanisms or other government
fiscal activities that do not involve commitment to any specific project are not subject to
environmental review.

Sustainability: The updated Fee Deferral Ordinance supports new residential and non-residential
development needed to meet the sustainable growth outlined in the 2035 General Plan.

Commission/Committee Action: On November 27, 2018 the Law and Legislation Committee
forwarded Staff's recommendation to the City Council.

Rationale for Recommendation: The updated Fee Deferral Ordinance will continue to encourage
new housing and commercial development in the City by reducing upfront construction costs.

Financial Considerations: The Fee Deferral Ordinance provides an option for developers to delay
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payment of impact fees from the time of building permit issuance until prior to scheduling the final
inspection. The Fee Deferral Program includes a fee to reimburse staff for administrative costs and
does not impact the General Fund revenues.

Local Business Enterprise (LBE): No goods or services are being purchased in association with
this report.

Background:

Fee Deferral Ordinance

Since the Great Recession, an inadequate level of new housing construction has resulted in a very
low housing inventory. The low housing inventory in turn, has caused an increase in housing prices
and rents, making Sacramento less affordable for families with low and moderate incomes. The 2013
-2021 Housing Element of the City’s General Plan addresses this problem by including an
implementation program to establish a fee deferral program for affordable housing developers to
defer fees to certificate of occupancy. In addition to allowing the deferral of fees for affordable
housing, the allows residential subdivisions, multi-unit dwellings and larger commercial developments
to defer impact fees. By providing an option for lowering initial start-up construction costs of new
development, the Ordinance helps to stimulate the construction of new housing and businesses,
which will create jobs and stimulate overall economic development.

The Fee Deferral Ordinance provides an option to delay impact fees from the time of building permit
issuance until prior to scheduling the final inspection. Under the current ordinance, eligible projects
include:

e Multi-unit dwelling development projects of 5 dwelling units or more in which at least 50% of
the building's gross square footage is devoted to residential uses;

e New or existing residential subdivisions of five or more lots; and

e Commercial or industrial uses with a building area of 100,000 square feet or more.

Eligible impact fees include transportation impact fees; sewer, water system, and storm drainage
impact fees; capital facilities fees; park impact fees; the mixed income housing fee, and any
development-impact fee adopted by the City Council under chapter 18.56. Participation in the
program is be voluntary.

Staff is proposing to extend the Fee Deferral Ordinance for an additional two years and is also
expanding the scope of the program to apply to commercial projects with a project valuation of $1
million or more. Additionally, staff is recommending another sunset date in two years in order to be
able to evaluate the expansion of the scope of program for commercial projects as well as potential
changes in the economy that might impact payment of deferred fees.

Since the ordinance took effect in April 2017, 18 residential fee deferral agreements have been
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completed involving approximately 649 housing units. Additionally, four commercial fee deferral
agreements have been completed for a total of 798,153 square feet.
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