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TO:  HONORABLE CHAIRMAN AND MEMBERS OF THE PLANNING COMMISSION

FROM: WARREN FRACE, COMMUNITY DEVELOPMENT DIRECTOR

SUBJECT: REPORT FROM THE PLANNING COMMISSION AD HOC COMMITTEE ON THE 
“CONSTRAINTS ON HOUSING INVENTORY” MEMORANDUM 

DATE:  March 10, 2015

Needs: For the Planning Commission to consider a memo from the Planning Commission Ad Hoc 
Committee on “Constraints on Housing Inventory” and to consider making a
recommendation to the City Council.

Facts: 1. At the Planning Commission meeting on December 9, 2014, the Commission established 
an Ad Hoc Committee to develop, “…creative, alternative solutions to remove or reduce 
constraints to housing development.” 

2. The Ad Hoc Committee met during the months of December and January to brainstorm 
the scope of issues to consider, and to develop a letter that expresses their concerns.  City 
staff attended three of their meetings.

3. On January 23, 2015, the Ad Hoc Committee submitted their memo to the City for 
consideration by the Planning Commission.  To facilitate policy background information 
and context, and in some cases to clarify or respond to items, staff has prepared an 
analysis as a companion to the Ad Hoc Committee’s letter.  The final draft of the Ad Hoc 
Committee’s letter is provided in attachment 2. 

4. The Ad Hoc Committee’s memo is addressed to the City Council from the Planning 
Commission.  The Commission may determine if it would like to forward some or all of 
the issues and/or suggested solutions identified, or modify the memo prior to 
consideration by the City Council. 

5. In 2003, the City Council adopted resolution 03-232 approving the 2003 General Plan 
with the findings that specific plans would be used to plan and entitle new growth areas 
and that new development would need to be fiscally neutral to the City.  

6. The City of Paso Robles’ 2003 General Plan sets a build out population of 44,000 that 
includes 4,976 new housing units and approximately 4,394,000 square feet of new 
industrial and commercial development.  These future residents and new employees will 
create additional demand for public facilities.  

7. The City is planning for more housing units than Arroyo Grande, Atascadero, Grover 
Beach, Morro Bay and Pismo Beach combined.  Based on current trends, SLOCOG 
projects that Paso Robles may build more housing units than the City of San Luis Obispo 
by 2035 (2014 RTP/SCS scenario 1). 

8. General Plan Policy LU-2G requires the approval of specific plan and allocates 
development density to accommodate most of the anticipated new housing units. 
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9. The growth areas need to be master planned, in order to ensure orderly development and 
quality neighborhoods with an equitable distribution of the cost of streets, utilities, and 
parks.

10. The majority of the new housing units are proposed on the eastern edge of town with 
limited existing infrastructure.  Furthermore, the City is bisected by major circulation 
barriers.  The Salinas River / US 101 / UPRR form a 1000 foot wide barrier running 
north-south through the middle of the community.  In addition, Highway 46 East and 
Huer Huero Creek runs east-west through town, creating a significant barrier to local 
traffic circulation.

11. To accommodate the planned growth, new water and wastewater facilities and systems 
are required and are currently under construction. 

12. Central General Plan policies include:

Ensure adequate resources to accommodate growth and development

Provide adequate infrastructure to support growth and development 

Phase/meter/manage growth and development in relation to infrastructure capacity

Assure that development, especially residential, provide revenues that equal or 
exceed the cost of providing facilities and services

a.

13. In 1988, the State established law (AB 1600) that provides the authority to establish fees 
to cover the cost of public facilities needed to serve new development. 

14. Under AB 1600, impacts fees are limited to new development’s share of an impact, 
which means fees cannot be charged to fund an existing infrastructure deficiency.  
Consequently, the current Development Impact Fees allocate 39.38% of the cost of new 
facilities to development.  The remaining 60.62% of facility costs are the City / tax 
payer’s responsibility (Attachment 3).   

15. General Plan Policy LU-4A. Action Item 2: Require new development in annexation 
areas and/or specific plan areas to establish funding mechanisms to pay for the 
construction, maintenance, and operation of required City services and facilities on an on-
going basis: (1) at current levels; or (2) per adopted City standards, as well as in 
compliance with state and federal mandates; and/or (3) as deemed necessary during the 
environmental review and/or the fiscal impact review process.

16. Development Impact Fees are a tool to implement the General Plan policy that new 
development will pay for its impacts.

17. Development Impact Fees reflect policy adopted in the Economic Strategy to “establish 
stable, long-term funding for infrastructure.”   

18. The City Council has adopted the 2014 Development Impact Fees (DIF), 2009 Water 
Connection Fees and 2011 Wastewater Facility Charges to fund the necessary facilities to
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accommodate the planned growth.

19. The Development Impact Fees Needs List identifies the facilities to be financed by the 
impact fee program (Attachment 3).  The List includes projects and building 
improvements in transportation, public safety (police and fire), general government 
facilities, park and recreation facilities, and library facilities.  

20. Development Impact Fees Needs List projects are supported by council policy and goals.  
Conversely, goals and projects contained in plans and policies adopted by Council are 
reflected in the impact fee program.  

21. On April 25, 2013, the Council reviewed and confirmed the Development Impact Fees 
Needs List pursuant to the General Plan.  On April 1, 2014, the City Council adopted 
Resolution No. 14-035, adopting a Justification Study and establishing the current 
Development Impact Fee schedule. 

22. In accordance with City Council Resolution No. 09-032, water connection and capacity 
charges are established to pay for the planned improvements in the 2007 Integrated Water 
Resources Plan and Capital Improvement Program; including, Nacimiento supply and 
treatment capital costs.

23. In accordance with City Council Resolution No. 11-133, wastewater facility charges are 
necessary for compliance with the Regional Water Quality Control Board’s Time 
Schedule Order No. R3-2011-0213 and other requirements.    

24. Council Resolution 03-232 and General Plan policy LU-4A. Action Item 3:  Require a 
fiscal impact analysis for new development in annexation areas and/or specific plan areas 
and condition projects accordingly so as to ensure that they will be fiscally neutral and 
not result in a net loss for the City.

25. The November 11, 2003 Fiscal Impact Summary by David Taussig & Associates found 
that new single-family residential development created a $663 - $1000 negative fiscal 
impact per unit on the City of Paso Robles once the cost of all services was compared 
against the long term revenues from property tax, sales taxes, license fees, gas taxes and 
State funding sources.   

26. The City uses Community Facilities Districts to off-set the cost of services for new 
residential development.  The most recent Community Facilities District annexation set 
the per dwelling cost to the City at -$827.68 per year.    

Analysis and
Conclusion: The Ad Hoc Committee (Committee) has prepared a memo dated February 5, 2015 

(attachment 2) that raises the concern that housing development in the City has not kept 
pace with the economic recovery.  The Committee warns this trend will negatively 
impact the ability of the City to meet the housing needs in the community.  This in turn 
will impact the ability of the City to attract new business investment and hinder economic 
development.  The Committee also suggests the lack of opportunity to build in Paso 
Robles limits the housing industry’s (contractors, developers, and realtors) contribution to 
the local economy.
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The purpose of the City’s Housing Element is to ensure an adequate housing supply to 
meet the housing needs of the community.  Additionally, as provided in the City’s 2006 
Economic Strategy, having an adequate housing supply is identified as fundamental to
economic development and the City’s ability to attract business investment.   

The Committee’s memo raises four significant Council policy issues:   

1. Provision of workforce housing;  
2. Reducing the cost of permits, capacity connection charges, and Development Impact 

Fees; 
3. Implications and necessity of requiring Specific Plans in new growth areas of the 

City; and,
4. Creation of a joint Council and Commission Ad Hoc Committee, to further develop 

solutions to the Committee’s issues and recommendations.

In order for the Planning Commission to make an informed recommendation to the City 
Council, staff has provided a technical analysis of the points raised by the Committee
(see attachment 1).  The Committee’s memo addresses a number of complicated policy, 
technical and budgetary issues, therefore the staff analysis is lengthy.   

Policy
Reference: 2003 General Plan - Land Use and Housing Elements, Zoning Ordinance, CEQA, State 

Planning Laws, 2014 Housing Element, 2011 Circulation Element, 2006 Paso Robles 
Economic Strategy, Resolution 14-035: Development Impact Fee Study, Resolution 11-133: 
Wastewater Facility Charges, Resolution 09-032: Water Connection and Capacity Charges. 

Fiscal 
Impact: None. 

Options: After consideration of any public testimony the Planning Commission may recommend that 
the City Council consider the following options:

a. Forward the Planning Commission Ad Hoc Committee Letter to the City Council; 
or 

b. Amend, modify or reject the foregoing options. 

Attachments 

1. Staff Analysis of Ad Hoc Committee Memo
2. 2/5/15 Draft Planning Commission Ad Hoc Committee Memo
3. 4/1/14 Development Impact Fee Program - Public Facilities Needs List
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Attachment 1: Staff analysis of Committee comments 

Staff has numbered the Committee’s comments which are shown in bold text.  Staff’s analysis is shown 
in italics.    

Ad Hoc Committee - Identified Barriers & Constraints

1. State laws and regulations drive costs for developers (EIRs, CEQA, etc.) and may not serve a 
useful purpose in certain situations. 

While staff agrees that State laws undoubtedly add to the cost of projects, there is little the City can 
do to address this concern.  The City is required to follow and enforce State laws and regulations, 
including the California Environmental Quality Act (CEQA), Endangered Species laws, California 
Planning laws, the California Building Code and Regional Water Quality Control Board storm water 
regulations. City staff attempts to implement these requirements in the most expeditious and cost 
effective manner while maintaining legal standards.

2. The City s General Plan may not be flexible enough to meet changing economic conditions that 
affect the housing market, both single-family and multi-family units.  

The Committee indicated this item refers to: (1) the General Plan, Land Use Element requirement for 
Specific Plans in growth areas; and (2) that the General Plan planning horizon is very long-term, 
and that it is cumbersome to “get around,” should a developer want to modify General Plan 
provisions. 

All cities are required by State law (Gov’t Code §65300) to adopt a comprehensive General Plan to 
provide a long-term plan for the physical development of each City.  State law includes an in-depth 
list of mandatory requirements for General Plans, and requires it to be used as a basis for local 
government decision-making.  The General Plan provides a bridge between community values, 
visions, and objectives, and physical decisions on land use development, zoning and public works 
projects.  General Plans are intended to include a vision of future improvements, development 
patterns, and resource management, and therefore must look into the future.  State law limits General 
Plan amendments to four times per year, so that jurisdictions carefully consider the implications of 
amending its long-term vision and plan.  Amendments to a General Plan are required to be 
considered in a transparent public hearing process that provides citizens with opportunities to 
participate in how it might affect their community.  

The issue of Specific Plan requirements is discussed in detail in one of the major points below, 
however, in brief, the General Plan’s “Specific Plan” policies are intended to ensure that new 
development in areas under large property holdings are comprehensively planned.  With the adoption 
of the 2003 General Plan, the Council adopted resolution 03-232 which established numerous 
findings that specific plan’s would be used to master plan and mitigate the impacts of new residential 
development.  The goal of the Specific Plan policy is:

1. Ensure that “piecemeal” development does not occur, and that infrastructure is designed to 
seamlessly connect with existing and future networks;  

2. Comprehensively address wider-scale environmental impacts and provision of services;  
3. Establish funding mechanisms that can be shared by all development in a specific plan area to 

address future, costly improvements; and,
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4. Provide flexible development standards that allow project specific development solutions, instead 
of adhering to strict standards that may not result in the most beneficial design solutions,  

3. Specific plans that were originated years ago, were and still are, expensive to create and update, 
particularly EIRs, changing environmental regulations, and changing market-based 
development requirements. A realization that large development projects may not be optimal
for all developments and there may be a need for smaller developments crafted to meet housing 
needs in a shorter time period/horizon.

Specific Plans are a step below the General Plan in the land use approval hierarchy.  The purpose of 
a specific plan is to coordinate land use, zoning, environmental review, design guidelines, phasing, 
infrastructure, and financing in a single master plan.  A primary benefit of a specific plan is that a 
single CEQA document (typically an EIR) can cover all future projects and phases.  

The City has successfully used specific plans to guide development since the 1980’s including the 
Union/46 Specific Plan, the Borkey Area Specific Plan (BASP) and most recently the Uptown / Town 
Center Specific Plan (UTSP).    

Specific plans do not require development of subdivisions of any particular size or scale.  Most 
development in specific plan areas are implemented in phases and at a scale chosen by the developer.  
The Union/46 Specific Plan and Borkey Area Specific Plan have developed over the years in smaller 
phases by multiple developers.  While a specific plan can entitle 1,000 units or more; it is expected 
that development will occur in smaller phases of 10, 20 or 100 unit tracts.   

In 2003, the City Council adopted resolution 03-232 approving the 2003 General Plan with the 
findings that specific plans would be used to plan and entitle new growth areas and that new 
development would need to be fiscally neutral to the City.  Consistent with the policy, the General 
Plan identified three future specific plan areas: Beechwood, Olsen and Chandler Ranch and assigned 
a build-out density.  As the Beechwood and Olsen areas were annexed the City relied on the specific 
plans policy as part of the annexation pre-zoning process.  The Chandler Ranch was required to 
complete a Specific Plan as early as 1988.  This requirement was removed in the early 1990’s;
however, due to the poor quality of development subsequently proposed.  The City Council reinstated 
this requirement for completion of a Specific Plan in 2001.   

It is acknowledged that these specific plans have been delayed in completion; however, there are very 
specific, unique issues that occurred over time for each of these plans that has delayed adoption of 
these specific plans.  The City is currently working with each planning areas’ representatives to 
restart the entitlement process.  Staff has not heard from any of the property owners or prospective 
property buyers of these projects about a desire to remove the specific plan requirement.

4. A litigious environment that causes government and private business to make decisions based 
on fear of legal challenges. 

Legal challenges to development projects are always a possibility and can significantly delay a 
project.  The best way to address these issue is with a robust planning and public participation 
process that follows General Plan policy, identifies issues, and provides equitable solutions for the 
project and public.  Projects are most vulnerable to legal challenges during the CEQA certification
process.  A major benefit of the specific plan process is the ability to rely on a single EIR.  Once the 
City Council certifies the specific plan EIR, there is a 30 day window to file a legal challenge.  After 
30 days, the EIR cannot be challenged and the entire specific plan area and all future maps and 
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development plans are protected from legal challenge.  This would not be the case with smaller, 
piecemeal development, where each individual project would require a separate CEQA document 
that could be challenged.   

5. The lack of consistency in the planning system that affects stable costs, changing processes and 
rules, and agreements that are abrogated.

This item is in reference to the River Oaks II development proposal, which is a significant amendment 
to the Borkey Area Specific Plan changing agricultural zoned land to residential.  The project will 
require a General Plan, Specific Plan, and Zoning Map amendment to change the land use 
designation from Agricultural to Residential.  In addition a development plan and tentative tract map 
will need to be approved for 271 single-family residential homes.  The amendment is currently in 
process and has not completed the environmental and public review processes.   

The underlying Borkey Area Specific Plan was adopted over 25 years ago, and has been amended 
numerous times since then, with several updated environmental reassessments over time.  The City 
has recently provided the applicant with an outline of the process to complete the environmental 
review process.

6. The overall time that is required to begin a new project.

The timing of a development project depends on the scope and scale of the project.  Projects that are 
consistent with the General Plan and zoning can move through the permitting process fairly quickly.  
Larger projects with General Plan amendments and EIR’s are more complex entitlements, which add 
time to the overall process to approve projects.  

The building permit process is also a timing consideration.  The City’s is currently in the process of 
reorganizing and re-staffing the building department to improve permit review and issuance 
timelines.  This process is being overseen by a separate Council Ad Hoc committee. 

7. Administrative and planning time working with developers on specific plans and on smaller 
projects facilitating all projects to successful completion.

The City endeavors to expedite the planning review process to the maximum extent possible.  
However, many of the larger specific plan projects are impacted by complex circulation and 
environmental constraints that require significant staff and applicant time to address.  See item #6
above. 

8. The overall cost of City fees and charges inhibit development.

There are four distinct fee categories that account for the majority of fees collected for a 
construction permit: 

Plan Check / Inspection fees: Staff Time cost recovery fee
Development Impact Fees: AB1600 fees for capital improvements - roads, 

parks, library, police and fire facilities.
Water Connection and Capacity Charges : Water system including Nacimiento Pipeline 

and water treatment plant 
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Wastewater Facility Charges: Sewer system including new waste water 
treatment plant 

These fees are collected consistent with General Plan Policy LU-4A / Action Item 2 which requires 
new development in annexation areas and/or specific plan areas to pay for the full cost of 
construction, maintenance, and operation of required City services and facilities. 

By State law, all of these fees are based on the actual cost of the City providing the service or facility
and the project’s actual share of the impact.  The City is not permitted to make a profit from these 
fees nor use them for a different purpose.  The City’s building permit fees and development impact 
fee rates are based upon fee justification studies approved by the City Council.  The Development 
Impact Fee was just updated in April of 2014 and identifies $349,334,454 in new facilities to support 
General Plan buildout.  The Development Impact Fees assigns 39.38% of the cost ($128,755,475) of 
future circulation and City facilities to new development.  The remaining 60.62% of facilities costs 
($220,568,979) will need to be paid for by tax payers (Attachment 3).   

For an average single-family residential permit, the estimated fees would be as follows: 

Plan Check / Inspection fees     $ 9,500± 
Development Impact Fees     $20,000± 
Water Connection and Capacity Charges   $23,500± 
Wastewater Facility Charges     $10,000±

Total       $63,000± 

As pointed out be the Committee, Paso Robles’ fees are higher than those in surrounding 
communities.  The primary reason for this difference is the City’s more aggressive growth plans and 
the circulation barriers created by the Salinas River, Huer Huero Creek and Highway 46 East.
Because the City is planning for an additional 4,976 housing units, a new water system, a new waste 
water treatment plant and a new east side circulation system will be required.  Approximately 
$53,000 in the permit fees is attributed to paying for these facilities.  

The City Council reviewed the Development Impact Fees project list recently and adopted a reduced 
fee schedule on April 1, 2014.  Currently a consultant has been hired by the City to review the Water 
and Wastewater fees.   

9. Permit Costs—developing solutions for faster permitting processes, how to reduce costs.

Consistent with General Plan Policy LU-4A / Action Item 2 which requires new development to pay 
its full costs, City policy requires the Building Division to be 100% funded by permit fees.  During the 
recession, Building Division staff were significantly reduced as permit fees declined.  As the economy 
recovered, the limited building staff has been challenged to keep up with increasing permitting 
activity.  The City has recently reorganized the building department and added new staff to handle 
the increased activity.  The Building Official is preparing a report for the Council Ad Hoc Committee
that will outline a strategy to speed up the plan check and permitting process.  As part of the re-
staffing program, the Council adopted resolution 14-111 on August 5, 2014 reaffirming the 
requirement that Building Division is self-funding and increased department’s hourly billing rate.  
This will improve the processing times for building permits; however, permit fees will increase.  
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10. Capacity Connection Charges developing cost solutions that better match developer needs 
while ensuring validated City costs are recouped

Consistent with General Plan Policy LU-4A / Action Item 2 which requires new development to pay 
its full costs, sewer and water capacity charges are based upon the cost of fundamental infrastructure 
needed to support development through implementation of build-out.  Larger projects such as the 
Nacimiento pipeline and the wastewater treatment plant are financed.  Capacity charges must be 
established that are adequate to pay these debts.  On November 18, 2014, the City Council awarded a 
new rate and capacity charge study to Kennedy-Jenks.  The Council will have an ad-hoc committee 
oversee this process.  

11. Development Impact Fees developing cost solutions that better match developer needs while 
ensuring City validated costs are recouped

The AB 1600 Development Impact Fees Needs List is the basic underlying document from which 
Development Impact Fees are calculated (Attachment 3) and identifies the facilities needed to build-
out the General Plan.  It is organized by departments with projects listed under transportation, public 
safety facilities (police and fire), general government facilities, parks and recreation facilities, and 
library facilities. 

The 2011 City Council Ad Hoc Committee was established for purposes of a comprehensive review of 
the Development Impact Fees List and review of supporting policy issues including; General Plan 
language regarding development and acquisition of parks and open space, the bikeway master plan, 
the updated Circulation Element, transit services, maintenance and depreciation of facilities, and the 
uncollected revenue associated with the discount of commercial and industrial fees in the 2006 
program. 

The 2012 Ad Hoc Committee was formed to refine cost estimates and to review Taussig’s allocation 
formulas to new development.  The committee recommended to Council the retention of a civil 
engineering consultant to prepare construction cost estimates of the items in the transportation 
section.  The 2012 Committee also reviewed the Town Centre Plan priorities to be consistent with the 
Needs List, ultimately resulting in the Council adopting Town Centre Plan updates.  

The letter from the Committee suggests that the City Council has included projects on the Needs List 
that “are desirable, but not critical to either economic development or housing; or projects that are 
unlikely to occur because of their size and cost, their relationship to other projects, their reliance on 
outside funds, and are not needed in the foreseeable future.”  The Committee did not identify projects 
fitting these descriptions, with the exception of City Hall. 

The Needs List identifies the policy and/or background of every item whether it be General Plan 
policy, Circulation Element mitigation or Council Goal.  The Needs List projects are necessary to 
accommodate the impacts that will occur with new development.  If new development occurs without 
these projects, the quality of life for existing residents will be diminished by increased traffic 
congestion and a lack of adequate park, library and emergency service facilities.  The community’s 
share of many of these projects will primarily occur through grants.  Grants typically require 
matching funds.  Any project eliminated from the list will not be eligible for matching funds from the 
program.   
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Ad Hoc Committee - Possible Solutions

The Committee memo provided a list of solutions to make housing production more feasible, thereby 
satisfying Housing Element objectives, and supported these with underlying assumptions, and 
information on home construction costs and risks. 

12. Obviously, for the City to remove all barriers to development under its control.

The Council Ad Hoc Committee is working with the Building Division on evaluating the City’s plan
check processes.  The Building Division will be initiating new, streamlined procedures to reduce plan
check processing time for certain types of building permits.  

Development Impact Fees (DIFs) are charged based General Plan Policy LU-4A / Action Item 2 
which requires new development to pay its full costs and have been reassessed by the City Council on 
a regular basis.  The DIF was recently updated in April 2014, which resulted in adjustments to the 
AB1600 list of projects.  Additionally, the Uptown/Town Center Specific Plan (UP/SP), was amended 
in October 2012, whereby the City Council eliminated numerous capital improvement projects linked 
to the City’s AB1600 list.  Eliminated projects were determined to be too expensive to construct, 
and/or had such a low priority for accomplishment, that they warranted removal from the plan. 

Planning staff strives to review discretionary development projects under the lowest possible review 
authority to the extent possible, while complying with codes, regulations, and laws.  Some regulations 
such as CEQA, do not provide for discretion. 

13. Reducing the amount of up-front permit and connection fees to the developer.  

City policy requires the payment of permit fees, water connection fees and wastewater connection 
fees at time of permit issuance.  The Development Impact Fees are deferred until the permit is final
thereby reducing a portion of the upfront permit fees.  Deferral of additional connection fees could be 
considered by the Council if it were found that the impacts did not occur until after the permit was 
final.  Water is used throughout the construction process, so collection upon issuance of permit is 
appropriate.  However, it may be reasonable to consider collecting the sewer capacity charges upon 
occupancy, since that impact does not occur until final occupancy. 

14. City “financing’, in effect, the development costs over a period of time and ensuring cost 
recovery in the long term. 

The City has not considered financial incentives such as “financing” permit fees or Development 
Impact Fees for market-rate conventional development.  The only circumstances where the City has 
made an exception were for very low-income housing projects, such as the Oak Park Redevelopment 
Project, where there would be direct social benefits to low-income residents.  The Council found that 
these projects would help the City meet its low-income housing needs set forth in the 2011 Housing 
Element.  Furthermore, the Oak Park project addressed significant community blight and social 
issues.  For the Oak Park project phases I and II, the City has agreed to two separate 30 year loan at 
a 3.75% interest rate, that deferred the payment of Development Impact Fees, water connection and 
sewer connection fees.  The phase I loan was for $871,000 (resolution 12-182) and the phase II loan 
was for $889,000 (resolution 14-019). 
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It is not possible for the City to provide similar loans to market rate housing in the community.  The 
City must have cash on hand to construct the hundreds of millions of dollars of new infrastructure 
that will be required to accommodate new development (Attachment 3). 

15. Examining the basis for the costs and matching the basis more closely to the size of the housing 
unit – square footage, bedrooms, lot size, etc. 

The Development Impact Fees and connection fees are based on technical studies that averaged 
impacts based on land use.  These studies implement General Plan Policy LU-4A / Action Item 2 
which requires new development to pay its full costs.  As a result, there are specific fees for single-
family residential, multi-family residential, commercial and industrial uses.  There may be an option 
to consider additional fee categories for very small units, such as mixed use studios, live/work units, 
and second units where it can be demonstrated that the costs to serve these types of units are less 
than a standard sized home.  However, as fees are reduced for one type of development, the fees will 
need to be increased for another category of development to off-set the short-fall.  This issue is 
scheduled to be reviewed on a future City Council agenda.   

As stated above, the City Council has established development impact fees based upon General Plan 
policies, mitigation of Circulation Element impacts, and specific Council objectives.  Offering rebates 
or discounts, or attempting to align fees with current real estate market conditions would undermine
the City’s long term goals and facilities needs and would be inconsistent with General Plan Policy 
LU-4A.   

Furthermore, creating a sliding scale to match fees with the size of homes raises legal questions with 
regard to nexus.  For example, can any reasonable case be made that transportation or park impacts 
are higher for a larger, higher value, single family residence, than a smaller, more affordable single 
family residence?

It may be possible to establish a nexus to charging higher water capacity charges on larger sized lots 
and larger single family houses.  This nexus could possibly be extended to sewer capacity charges 
based on the number of fixture units in a home.  However, the overall cost of the water and sewer 
systems are fixed, and as fees are reduced for some units, fees will need to be equally raised for other 
units.   

Additionally, it is important to consider the unintended consequences of size-related fee criteria.  For 
instance, if there is a different cost for a 2,000 s.f. unit versus as 1,999 s.f. unit, a future home 
addition would be hard to track and monitor to ensure the next level of fees are applied.  There is 
also a likelihood that whatever the cost and size threshold is, that developers will intentionally seek 
homes just under the threshold to avoid paying additional costs, yet result in the same cost and 
impacts to City services resulting in under-funding service obligations. Also the calculation of area 
is complicated; are garages, attics, lofts and decks part of the size criteria or excluded?  As fees 
become more complicated to calculate the permit issuance process will slow down.  

16. Offering quantity fee and connection discounts for various housing developments.

As mentioned previously, under AB1600 fees must be based on a nexus for the impact created by the 
project.  Construction of multiple units by a single entity does not reduce overall impact and 
therefore would not justify a discount.   
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17. Developing specific incentives for work-force and management level housing to attract new 
businesses to the City.

Housing affordability is based on median income in a community and categorized by the State as 
follows: 

Income Category Max Income Max 3 bed house price
(San Luis Obispo 
County) 

Extremely Low Income  <30% of median income  $68,000  

Very Low Income   <50% of median income  $129,000 

Lower Income   <80% of median income  $189,000 

Moderate Income   <120% of median income   $367,000  

Workforce Income   <160% of median income  $509,000

The City has limited resources to assist with the financing of housing projects.  The City has focused 
its support on extremely low, very low and low income housing due to the difficulty of constructing 
and financing these types of units such as Oak Park.  In addition to City support, low income housing 
also requires a subsided housing program such as Tax Credits and/or State & Federal Grant 
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programs.  The City has not determined that market-rate workforce and management level housing 
requires incentives or that subsidized programs are necessary.  As discussed in #14 above, it would 
not be possible for the City to fund fee reductions or incentives for the 1000’s of planned market rate 
units.  

If there is interest in providing affordable housing, collection of in-lieu fees for low-income housing is 
a common tool used by San Luis Obispo County and other cities in the County to help fund housing 
for their workforce.  For example, this type of funding may have been helpful in assisting Habitat for 
Humanity with their project on Vine Street. 

18. Examining other cities and how they handle these costs and identifying best practices.

Reviewing the development and fee policies in surrounding communities is a sound method to assess
City’s processes.  Benchmarking against other communities would be a prudent process to consider.  

Ad Hoc Committee - Major Policy Recommendations

19. Recommendation 1:  Workforce Housing Development  

The City of Paso Robles General Plan has the most aggressive growth projections of any City in San 
Luis Obispo County.  As of July 1, 2013, 4,976 new housing units and approximately 4,394,000 
square feet of new industrial and commercial development remained to be built in accordance with 
the General Plan.  As the Committee points out, most of these units would be built in the Chandler, 
Olsen and Beechwood specific plan areas.  Most of these units would be market rate units that would 
be defined as “workforce housing” (<160% of median income = $509,000 max sales price for a 
three-bedroom unit).   

Moving forward with completion of these specific plans as well as an amendment of the Borkey Area 
Specific Plan should be City priorities.   

20. Recommendation 2:  Reducing the cost of permits and development impact fees 

As pointed out by the Committee, Paso Robles’ Development Impact Fees and connection fees are 
higher than those in surrounding communities.  The primary reason for this difference is the City’s 
more aggressive growth plans and the circulation barriers created by the Salinas River, Huer Huero 
Creek and Highway 46 East.  Because the City is planning for an additional 4,976 housing units, a 
new water system, new waste water treatment plant and new east side circulation system will be 
required.  Consistent with General Plan Policy LU-4A / Action Item 2 which requires new 
development to pay its full costs, approximately $53,000 in the permit fees is attributed to paying for 
these facilities required to serve new development.   

The City Council reviewed the Development Impact Fees project list and reduced fees in 2009, 2012 
and again in 2014.  In addition, a consultant has been hired by the City and is currently reviewing the 
Water and Wastewater fees.  

A new, zero-cost baseline fee update process would be a lengthy process that would consume 
significant staff resources and require special consultants.  Staff time spent on this effort would 
reduce the ability to expedite specific plan processing and building permit streamlining.   
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The Committee also raises the issue of the beneficial multiplier effect of single-family residential 
construction.  While there are numerous broad social and economic benefits that result from a strong 
housing sector, due to increasing State diversions of local taxes and elimination of redevelopment 
agencies, few of these dollars come to the City of Paso Robles.  Although local residents pay 
significant property taxes, sales taxes and gas taxes, only a fraction of this money comes to the City.  
In general the City receives 17% ± of property tax and 1.5% of retail sales.  At the same time, to 
serve the residents, the City must provide a fully staffed and equipped Fire Department and Police 
Department 24 hours per day, 365 days per year.  The City is also responsible for the operation and 
maintenance of 130± miles of streets, 105 acres of parks, swimming pools and a Library.  
Consequently, the City’s limited revenue sources are quickly exhausted by the services demands of 
residential development.  

In 2003, the City contracted with David Taussig & Associates to prepare a fiscal impact analysis of 
new development.  The November 11, 2003 Fiscal Impact Summary found that new single-family 
residential development created a $663 - $1000 negative fiscal impact per unit per year on the City of 
Paso Robles once the cost of all services was compared against the long term revenues from property 
tax, sales taxes, license fees, gas taxes and State funding sources. As a result, the City General Plan 
includes Policy LU-4, Action Item 3, which requires all new specific plan areas to be fiscally neutral 
to the City.

In 2005, the City created a Community Facilities District (CFD) to off-set the cost of new residential
development.  The CFD is an on-going annual assessment that is paid with the County property taxes.  
The CFD revenues are dedicated to meet increased demands placed upon the City by new 
development.   

21. Recommendation 3:  Reduce or Incentivize Permit Fees

As discussed in item #15, fees are required to be set and collected based on the AB1600 nexus 
standards.  Although technically possible, creating a sliding scale fee structure would have to be 
nexus based, and reductions for one type of unit would result in increased fees for another type of 
unit.  Creation a sliding scale fee structure or incentives for certain categories of development would 
require a significant fee analysis process and consume staff resources.  Providing specific incentives 
or fee reductions (items #16 &#17) for market rate housing would have to pass the nexus test and 
would result in increased fees for other types of developments such as commercial.  

22. Recommendation 4:  Modify/Eliminate Specific Plans

As discussed in items #2, #3, and #4, the City has a long history of successfully using specific plans 
for master planning large residential developments.  The specific plan policy underlies the 2003 
General Plan and provides significant environmental and legal benefits once adopted.  Specific plans 
are mentioned over 80 separate times in the General Plan Land Use Element.  Changing the specific 
plan policy now, would be a significant change in City policy and require a major amendment to the 
General Plan with CEQA .  It appears that the best use of staff resources would be to complete the 
Chandler and Beechwood/Olson specific plans rather than stop and start from scratch on a new 
master planning policy and process.  Staff is currently in contact with all of the specific plan area 
proponents, and expects most, if not all, of the specific plans to resume processing.   
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