CITY COUNCIL AGENDA REPORT

MEETIMG DATE: MARCH 15, 2005 ITEM MUMBER:

SUBJECT: PARKIN-LIEU IMPACT FEE ADJUSTMENTS

DATE: MARCH 1, 2005
FROM: PLAMNING DIVISION/DEVELOPMENT SERVICES DEPARTMENT
PRESEMNTATION BY: CLAIRE L. FLYNN, AICP, SEMIOR PLANMER

FOR FURTHER INFORMATION CONTAGT:  GLAIRE L. FLYNN, SENIOR PLANNER
(T14) 754-5278

RECOMMENDATION
Provide direction regarding park impact fee adjustments.
BACKGROUND

On July 7, 1888, City Council last adjusted the park impact fees for new residential
subdivizions fo $5,481.72 for single-family homes and $4.820.09 for multi-family
homes. These fees are paid in-lizu of parkland dedication requirements. The park fess
help fund the City's acquisition or improverment of park land to meet the park and
recraational demands of new residential development, By State law, these funds
cannat be used to maintain or operate parks {2.9. fund recreational programs or staff).

The City applies park fees to the following types of residential projects:

+  Mew common-interest condominium subdivisions
»  New single-family “datached” subdivisions
s Mew townhouse “attached” subdivisions

If the City adapts a Mixed-Use Development Overlay zone, park fees could alse be
applied to:

+  Mew Livalwork units
+  Mew residential units in mixed-use developmeants




The City is prohibited by State Law fram applying park fees fo the following types of
residential projects:

-

Mew apartments

Conversion of apartments to condominiums which are more than five years old
(unless new additional units are added)

Granny units and accessory apartments

Single-family home remodels or additions

AMALYSIS

Fee Calculations and Population Density Standards

The methodology used to calculste park land dedications and park impact fess Is set
forth by the State.

Methodology based on Quimby Act provisions for the Subdivision Map Act. The
City's Subdivision Ordinance (Aricle 5 of Chapter XI [Subdivisions] of Title 13 of
the Municipal Code) establishes procedures for abtaining park land dedicafions
of assessing and collecting park impact fees from residential subdivisions. Thesa
provisions are in conformance with the Quimby Act provigiong of the State
Subdivision Map Act, which enables local governments to impose  these
requirements. Thess requirements are also based on the assumption that the
City will acquire or improve new park land fo fulfill the park and recreafional
needs of the new residents, through land dedications within their subdivision or
by the acquisition ar improvemeant of park land through the park fees.

Park land-to-population ratio established by 2000 General Plan. General Plan
Folicy OSR-1A.1 establishes the park land-to-population ratio of 4.26 acres per

1,000 population.  Any adjustment to this rate reguires a General Plan
amendment.

Papulation density standard based on 2000 U.5. Cansus. Since the last update,
demographic trends resulted in changes in the average housshold size of
residential units. The 2000 Census provides the most current population density
standards: 286 persons per owner-occupied unit and 2.71 persons per renter-
occupled unit.  For this analysis, owner-occupied unit refers to single-family
residences and renter-cocupied units to multi-family residences.

Park land acouisition costs based on 2004 Appraisal. Pursuant to the Quimby
Act and the Municipal Code, an appraisal determined the fair market value of a
neighborhood park (Heller Park) and community park (Fairview Park).  Heller
Fark is located in the Eastside, and Fairview Park is located on the City's
western adge.  This report was prepared by Metzer & Associates al a cost of
4,500 to the City (attached undsr separate cover).




As shown in the table below, there is notable range betwsen the pari land
acquisition cost per square foot for each park (315.00/sF versus 540.00/sf).
Comparad to Heller Park, the appraiser believed that the market value of
Fairview Park would be toward the lower end of the market value rangse basad on
comparable sales data. The Municipal Code requires park fees to reflect the
average fair market value of community and neighborhood park land in the
community which is $27.80/sq.ft. (Article 5, Park and Recreation Dedications,
Section 13-266 of the Costa Mesa Municipal Cods).

Fair Market Value | Slza Costparsqift
Heller Park 4,540,000 261 acres - £40.00 per sq.ft.
Fairview Park £135,000,000 20851 acres | 515.00 per sq.ft.

Average Fair Market Valus: | $27.80 per sq.ft.

An excerpt of the appraisal report is provided as Attachment 2. The complete
report is available for review at the public counter of the Development Services

Department in City Hall.

Adjusted Park Impact Fees

The table below calculates the maximum park land dedication/park impact fees using
tha 2004 Appraisal Report and 2000 Cansus data:

1,000 parsons | 2 BB parsons per ::.lngla family rasidences’
4,28 acres x 43 560 sq.7t, par acra”

186,588 5q.ft. / 3786 units:
494 sq.8t. per unit x $27 50

Land Dedication Requirement

Park Impact Fee

476 unils
185,566 - =q.1t.

484 sq.ft. par unit
13,574 per unit

4,20 acras x 43,560 sq 7. per acre”

185,588 oq.ft. / 369 units:
503 s0.ft per unit x $27.50°

9&5
1,000 parsons { 2,71 persons per unit per rerlter—ﬁc::uplad unit

Land Dedication Requirement

Park Impact Fes

359 units
185,566 sq.ft

503 sq.ft per unit
13,829  per unit

NOTES:!

' 2000 U5, Cenzus {ownar-occupied rate assumed).
2 2000 1.5, Census {renter-ocoopiad rale assumed).
* Costs Mess 2000 General Plan,

"A-.lerage Fair Markal Walue of nelghborhood and communrily parks.




Comparison of Existing and Adjusted Feas

The table below compares the existing and adjusted park faes. While the adjusted faes
are 2.5 times greater than the existing fees, these adjustments represent the same
percentage of the 2004 median home cost (about two percent) when compared fo the
2000 median home cost.

" Median Home Single-Family | %of | Mult-Family | % of Home |
Price Park Impact Fee .Hi:_ima;P_l:'lga.._ . Park Impact Fee .. Price |
|_Existing Park Impact Fee T |
\ Year 2000 §5.481.72 1.9% 4,829.08 1.7%
£289,000
Adjusted Park Impact Fee
e -
Year 2005 | 513,574 L21% $13,829 22%
__$635000 | '=

' E:'-:'iétiﬁg and Amended Park Fee: About 2% of éﬁﬁﬁg'rﬁﬁ‘le price

Comparative Park Impact Fees of Orange Counly Cities

The following table provides comparative park impact fees of other Orange County
cities.  Cilies vary in their approach to calculating park impact fees, and demographic
and housing characteristics also differ fram city to city. Please note that this information
does not include the date the last fes update accurred.

| City of Santa Ana Varies, !
{ up to $4,823 perunit. |
City of Fullartan 368,510 !
___ City of Newport Beach 56,894
Gity of San Clemenis . %eE23
City of Brea ; £6.945
City of Laguna Hills | 7,700
City of Orange B 58,894
City of Seal Beach £10.000
‘City of Hunfington Beach §11,400
City of San Juan Capistrang - §11.800 ]
City of Invine Fee varias based on acreage walue
af land 1o be dedicated. Maybsss
b low as 51,180 peracre of [and
{ dedication.




Paliey implications of Adjusted Park Impact Fees

The adjusted park impaet fees would result in a significant increase over the current fee
scheduls. While the increases can be justified baszed on actual land appraisals and
comesponding increases in residential home values, the changes raise important policy

issues. In light of the following policy issues, staff is sesking Council direction regarding
the adjustment of the eurrent park impact fae schadule.

¢  Fajlure to adiust fees may result in deficient parkland for fufure park demand.
Impacts to housing costs must also be viewed in light of other budgst
considerations. If the goal of Counsil is to have new development "pay its own
way”, then the park impact fees should be increased to account for the cost of

acguiring naw park land to support the new residents’ demand for park and
recreation facilities,

s increased fees may affect new housing consfruclion. The first issue relates to
impact on the community's desire and Council's goal to increase the supply of
ownership housing opportunities and to encourage mixed-use or andfor livefwork
units, Since park impact faes can only be collected for new residential
subdivisions, the increased fees may discourage new ownership housing.
However, thesa impaclts may be mitigated by the very high demand for and
desirability of these units in Costa Mesa. [n other words, future homeowners may
be willing to accept the increased costs in exchange for the ability to purchase a
home in Costa Mesa.

* Increased fee would affect mixed-use and live/work unis. A fee increase Is more
likely to affect mixed-use and livefwork units, rather than new residential projects,
because new homeas are usually constructad on previously-developed residential
properties and receive a credit for demolished units’homes. New mixed-use or
livedfwork units would be developed on commercial or industrial properiies and not
raceive park fee credits for existing residential units. As noted above, the high
demand for these products types might temper the impact of the fee increase for
interested buyers.

+  Incroased fees may be pessed on io the homeowner.. The second Issue relates to
the overall question of housing affardability. Increased costs, to some degres,
may be passed on to the home buyer. Any increase in sales price will have a
comesponding decrease in the number of families that can “afford” new homes. Asg
stated above, this may not hinder higher incomes buyers; however, lower or
mederate income buyers can be guickly priced out of the housing market. The net
result may make it much more difficult for the City to meet its Housing Elernent
goals for affordable housing units.




Implications of Adjusted Park Fees on Approved Residential Projacts

The adjusted park fees will have varying effects on previously approved residentisl
projects that do not have recorded subdivision maps.

= Sakioks Lot 1 (southeast cormer of Sunflower Avenue and Sakioks Drive): The
Development Agresment locks in the park fees in effzct at the time the agreemant
was adopted. However, as part of the agreemant, the City negotiated a benefit
that park impact fees must be paid even if developad into apartments. Therefare,
if 1,000 apariments are built, the City will receive $4,829,090in park fees,

+  Daily Pilot properfy (330/340 W. Bay Street), Symphony Development (23rd and
Orange Avenues). snd Plaza Residences (1907 Newgorf Bouwlevard): The Gity
appraved all three projects with vesting tract maps which lock the park fees at the
City's current rates. Tharsfore, the adjusted fees will not affect these projects.

= 2436 Newport Boulevard (10 units) and Instant Jungle property at 2100 Canvon
Drive (18 unitgl. Thase projsct applicants did not submit vesting tentative tract
maps. Therefare, the adjusted fees would affect these projects,

ALTERNATIVES CONSIDERED

Council hag the following alternatives avsilable for consideration. In addition to thess
alternatives, Council also has the option o retain the cument fee schedule sinca the City
is not required to increase the fee or even collect cne.  The State Subdivision Map
ActCuimby Act simply legislates a methodology capping the maximum fee & City may
impose. A comparafive table of park impact fees follows the alternatives section far
referenca,

1. Direct staff to use current methodology to adiust park fees. Using the current
methodology, the adjusted park impact fees are: 313574 per single-family
residence and 313,829 per multi-family residence.  The methodology used in
calculating these fees is based on the maximum allowed by the Subdivision Map
Act, as implemented by our Municipal Code,  The park impact fees would only
apply to new residential subdivisions.

2. Direct staff fo initisfe & Foning Code Amendmeni fo aliow calculstion of park
impact fees using 8 lower rafe.  Any change to the methodology of caleulating
park impact fees requires a Zoning Code amendment. Council could dacide that
it would be more appropriate to use the lowest appraised parkland value from the
2004 Appraisal Report {315.00/s0.ft.). The adjusted feas would be $7 404 for
single-family units and $7 543 for multiple-family units. Since this methodology is
not defined in the Zoning Code, the City would nesd fo enact an Ordinance
amending the Code prior to adoption of an adjusted park impact fee.

3. Direct stalf to initiate General Plan Amendmeant fo reduce parkland-fo-popuiation
sfandand. The Quimby Act establishes a maximum parkland-to-population ratio of




3 acres per 1,000 population, “unless the amount of neighberhood and community
parkland within 3 community already exceeds that number” Since this case
existed at the time of adoption of the 1990 General Plan, the General Plan then
included Poliey O3R-14, which set Costa Mesa’s standard af 4 28 acres per 1,000
population and includes Fairview Park and the Farm Sports Complex. County-
owned Talbert Nature Reserve is not included. If Couneil is interested in reducing
the maximum fee increase, the parkland-to-population ratio could be reduced o
the 3-acre standard. Under this alternative, the adjusted fees would be 59559 for
single-family units and 59,738 for multiple-family units,

Description " Blngle-Family Multi-Family % Changs
Residential Rezidontial Compared to
Existing Fee
. (Approx.)
| Curent Park Impact Fees $5,481.72 §4,829.09
Alternative 1: Adoot Adjusted Fees
HAorerage Fair Markst Value of $27,50/sf $13.574 313.829 2.5 times
greafter than
i i existing fea
Alternative 2: Zoning Code Amendmant
Fairview Park Fair Markel Value of | 57,404 57,543 1.5 times
5150007 | graater than
exisfing foo |
Allzrnative 3: General Plan Amendment
Adjust the CGeneral Plan's parkland-fo- 59,559 39739 2 limes
population ratio from 4.26 acres,000 yreater than
persons to 3.0 acrss1,000 persons, i | - existing fee

Regardless of the allernative chosen, Councll may also decide when the fees will
be applied. According to State Law, the fees can be offective no sconer than 80
days after final Council action. Hewever, Council could consider one or maore of

the following actions reguiring that tha park fees be:

A} Applied/Mot Applied to subdivisions which have been filed, yat pending
Flanning Commission appraval.
B)  AppliedMot Applied to subdivisions that have Planning Commission
approval but pending recordation.

C}  Effective over a zpecified time frame in phased Increments.

Faor

axample, the fee increase could occur in 25% increments over the next

four years:

s

5| Year2007 T Year 2008

£11,551

3

7,508

._Singla-F?mily Linit _ 5 35?4_

| MulfiFsmilyUnit | 7079 | 39,320 $11,579 §13.829




FISCAL REVIEW

The fee adjustments will update the dedication and fas reguirerments to reflect current
census and market data.

LEGAL REVIEW

Legal review is not reguired at this time.

CONCLUSION

Changes to the park impact fee requirements reflect the following: (1) current average
park land acquisition costs of residential land for neighborhood and community parks, and
(2) 2000 Census population density standards. Pursuant to State law and the WMunicipal
Code, the following amended park impact fees are: $13,574 per single-family residence
and $13,829 per multi-family residence. The methodalogy used in calculating these fees
is based on the Quimby Act provisions for the State Subdivision Map Act, and the park
fees only apply to new residential subdivisions.
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