
Council Agenda Report
From: Thomas Frutchey, City Manager 

Subject: Pilot Program to Stimulate Housing Production by Adjusting the Timing for Collection of 
Impact Fees and Capital Facility Charges (Connection Fees) for Housing Development 

Date: May 7, 2017 

Facts 
1. Paso Robles has a severe housing shortage.
2. This housing shortage is negatively impacting the community’s economic development, as well as

denying Paso residents a full range of housing options.
3. There are many reasons for this housing shortage, including the costs of land, construction materials,

and labor.
4. Since the Great Recession, changes to Federal Law have made lending rules more stringent, and more

formula driven.  In part because of the increased costs and more restrictive formulas, banks have not
been able to justify construction loans as readily as was the case before the Recession.

5. The Building Advisory Work Group and the Housing Constraints and Opportunities Committee have
been examining ways to help rectify the challenges developers and builders are facing. The Building
Advisory Work Group has focused attention on reducing turnaround time and costs in the issuance
of building permits, as well as increasing responsiveness to inspection requests.

6. To date, the Housing Constraints and Opportunities Committee (HCOC) has focused attention on
reducing the level of fees and other carrying costs developers and builders are facing.  The more fees
that a developer/builder needs to pay, and the earlier they need to pay them, increases the costs of
housing and affects housing affordability.

7. The HCOC assigned a sub-committee to work with Public Works Director Dick McKinley on this
effort, including Larry Werner, Vince Vanderlip, Greg Haas, and Councilmember Steve Gregory.

8. The sub-committee helped lay out a path forward, identified and answered several policy questions
related to the connection fee system, and served as a review board for the work of the consultant
team (Water Consultancy and HDR – Lynn Takaichi and Roger Null respectively).  In addition, the
sub-committee and HCOC discussed the importance of collection methods and timing for payment
of the developer impact fees and connection fees.

9. Among other results, HCOC recommended a significant reduction in utility connection fees, which
the Council has adopted.  HCOC is now examining development impact fees, with a goal to reducing
these, if appropriate.

10. HCOC has also examined postponing the payment of some of these fees from building permit
issuance to the point of issuance of the certificate of occupancy.   By delaying fee payment, builders’
carrying costs are reduced.

11. However, even if some or all of the fees are postponed until issuance of certificate of occupancy, the
fees are still paid by the builder prior to the sale of the home.  Thus, they are still included in the
construction loan package needed by the builder, and still factor into the banks’ evaluation of whether
a housing project will qualify for a loan under their lending criteria.

12. Postponing payment of some or all of the fees until close of escrow could help address this problem.
13. The program would require having an agreement between the City and the developer, recorded

against the property, to ensure payment of the fees to the City before issuance of a certificate of
occupancy.
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Options 
1. Do nothing;
2. Direct staff to develop and implement a 6-month pilot program that postpones some fees until close

of escrow, ensuring the City receives the entire fees.
3. Direct staff to develop options for review by HCOC, which can then recommend any desired course

of action to the Council.
4. Provide alternative direction to staff.

Analysis and Conclusions 
Option 1, do nothing, would leave the current fee collection methods in place and essentially lose the 
opportunity to remove a housing constraint. 

Option 2, adjusting collection methods and timing, will be of significant value to the efforts of the HCOC 
and may help the local economy in significant ways.  Although not directly affecting market housing 
prices, the changes may help to enable the housing industry to build workforce housing within the 
community.   

The key issues for adjusting the methods and timing of collecting the fees are to make sure that the: 
• fees can absolutely be collected.
• changes do not result in lending of public funds.
• criteria are fair and objective for all similarly situated parties.

Implementation would require an agreement with each builder/developer, such as a subdivision 
improvement agreement or similar recorded instrument, that makes it clear the City will not issue a 
certificate of occupancy for a house unless and until all appropriate fees have been paid on that house, and 
would provide that any remaining fees be paid out of escrow.  

Option 3 delays implementation of any improvements, further delaying the construction of needed 
housing. 

Fiscal Impact  
Other than staff and City Attorney time, minimal.  Even though fees would be collected later for 
individual permits, the time lags would not result in significant loss of interest earnings to the City’s 
General Fund.  The positive economic impacts to the community would likely be much greater than the 
negative fiscal impacts on the City, if these efforts stimulate approval of loans for housing construction.  

Recommendation (Option 2) 
1. Approve Resolution #18-XXX directing the City Manager and City Attorney to consult with

appropriate stakeholders (including lenders, builders, developers, and title companies, including
members of HCOC) in the development of an approach for adjusting the collection methods and
timing for developers to pay fees, delaying until close of escrow, for example, the payment of some or
all development impact fees and utility connection fees for residential construction.  Such a program
will include developing objective qualifying criteria, such that some developers and builders may not
be able to qualify, depending on the level of demand for the type of housing they intend to construct,
and other factors.

2. If the resulting proposed program meets all appropriate tests of efficacy and protection of City
resources, implement a 6-month pilot program, returning to the HCOC with results and
recommendations for future actions, which can then be brought to Council for decision.

Attachments 
1. Resolution 18-XXX
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ATTACHMENT 1 

 

RESOLUTION NO. 18-XXX  
 

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF EL PASO DE ROBLES 
AUTHORIZING THE CITY MANAGER TO DEVELOP A PILOT PROGRAM TO ADJUST THE 

METHOD AND TIMING FOR COLLECTION OF CERTAIN DEVELOPMENT FEES  
 
WHEREAS, the City Council appointed a Housing Constraints and Opportunity Committee (HCOC) to 
look for opportunities to make it easier to develop housing in Paso Robles; and 
 
WHEREAS, some of the effort of the HCOC has been focused on development permit fees and 
connection fees; and 
 
WHEREAS, staff identified an interest in considering whether utility connection fees could be paid under 
the same system and the same timeline; and worked with an HCOC sub-committee comprised of Larry 
Werner, Vince Vanderlip, Greg Haas, and Councilmember Steve Gregory; and 
 
WHEREAS, the sub-committee helped lay out a path forward, identified and answered several policy 
questions related to the connection fee system, and reviewed the work of the consultant team (Water 
Consultancy and HDR – Lynn Takaichi and Roger Null respectively); and 
 
WHEREAS, the sub-committee and HCOC also discussed the importance of collection methods and 
timing for payment of the developer impact fees and connection fees; and 
 
WHEREAS, water and sewer connection fees may be able to be paid prior to the issuance of a Certificate 
of Occupancy as opposed to the time of the issuance of permits; and, 
 
WHEREAS, the more fees that a developer/build needs to pay, and the earlier they need to pay them, 
increases the costs of housing and hurts housing affordability. 

 
NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF EL PASO DE ROBLES DOES 

HEREBY RESOLVE AS FOLLOWS: 
 
Section  1.  All of the above recitals are true and correct and incorporated herein by reference. 
 
Section 2.  The City Council hereby directs the City Manager and City Attorney to consult with 
appropriate stakeholders (including bankers, builders, developers, and title companies, including 
members of HCOC) in the development of an approach for adjusting the collection methods and 
timing for developers to pay fees, delaying until close of escrow, for example, the payment of some or 
all development impact fees and utility connection fees for residential construction.  Such a program 
will include qualifying criteria, such that some developers and builders may not be able to qualify, 
depending on the level of demand for the type of housing they in tend to construct, and other factors.   
 
Section 3.  If the resulting proposed program meets all appropriate tests of efficacy and protection of 
City resources, the City Council hereby directs implement a 6-month pilot program, returning to the 
HCOC with results and recommendations for future actions, which can then be returned to Council.  
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APPROVED this 7th day of May, 2018, by the following vote: 
 
AYES:  
NOES:  
ABSENT:  
ABSTAIN: 

  

  Steven W. Martin, Mayor 
ATTEST: 
 
 
 

  

Kristen L. Buxkemper, Deputy City Clerk   
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