
 

CITY COUNCIL AGENDA REPORT 

MEETING DATE:  NOVEMBER 21, 2006                                ITEM NUMBER:          

SUBJECT: CONSIDERATION OF AN ADJUSTMENT TO THE CITY’S  DRAINAGE IMPACT FEE 
 

DATE: NOVEMBER 8, 2006 
 
FROM:  PUBLIC SERVICES DEPARTMENT/ENGINEERING DIVISION 
 
PRESENTATION 
BY: 

FARIBA FAZELI, SENIOR ENGINEER 

 
FOR FURTHER INFORMATION CONTACT: ERNESTO MUNOZ, CITY ENGINEER AT (714) 754-

5343 
 

 
 
RECOMMENDED ACTION: 
 
Adopt the attached Resolution setting and adjusting the new Drainage Impact Fee over a two-
year period (Alternative No. 4) pursuant to Section 15.65 of the Costa Mesa Municipal Code 
(Attachment 1). 

 
BACKGROUND: 
 
City Council, at their regular meeting of August 15, 2006, adopted the updated City Master 
Drainage Plan and a 20-year Capital Improvement Project (CIP) Priority List (Attachment 2).  
 
Per the updated Master Drainage Plan, the total cost for the proposed drainage system 
upgrades south of the I-405 Freeway is estimated at $97.4 million (based on current market 
prices). Currently, the only designated revenue source available to fund storm drain 
improvements is the Drainage Impact Fee.  Drainage fees are collected when a developer 
processes a tract map, parcel map, and/or constructs a new building as defined in the City’s 
Municipal Code.  The City’s current Drainage Impact Fee of $1,000 per acre of new 
development/redevelopment was established in 1971.  The fee is significantly out of line with 
current construction costs, and is relatively low compared with neighboring jurisdictions, which 
run as high as $12,600 per acre (Attachment 3).  This table also includes the year in which the 
fee was last updated.  In addition, two of the neighboring cities (Irvine and Newport Beach) 
require developers to construct off-site storm drain improvements at the time of their 
development/redevelopment.  Depending upon the situation, this can cost substantially more 
than a flat per acre Drainage Impact Fee. 
 
At the August 15, 2006, meeting, Council considered several options for adjusting the drainage 
fee, and requested staff to bring this item back for further review. 
 
On September 5, 2006, staff presented a new option to calculate the proposed Drainage Impact 
Fee increase.  This new option was based on the findings made by the City’s consultant, for the 
cost to construct Citywide storm drain upgrades needed to adequately service the City’s ultimate 
drainage needs.  The option presented by staff at the September 5, 2006, meeting  considered 
increasing the existing flat Drainage Impact Fee of $1,000 per acre per Table “A”, as shown in 
this report, for the next two years and increase the fees per Table “B” for subsequent years 
(Alternative No. 4 of this report).  
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At this meeting, the Council directed staff to return with a minimum of two additional alternative 
fee proposals for their consideration. 
 
ANALYSIS: 
 
The total cost for the approved 20-year CIP adopted by the City Council on August 15, 2006, 
(Attachment 2) is estimated at $17,565,600, based on current market prices.  In order to 
construct these needed improvements within the next 20 years, a minimum of $878,280 (today’s 
market price without any consideration for future inflation indexes) in Drainage Impact Fee 
annual revenue is needed.   
 
The average annual revenue collected under the existing fee program is approximately $24,500 
per year.  Unless the current Drainage Impact Fee is increased and/or adjusted, the City will be 
unable to construct the 20-year master-planned storm drain improvements needed to offset 
negative impacts from new development. 
 
ALTERNATIVES CONSIDERED: 
 
As directed by City Council, staff has prepared a number of alternatives for consideration. 
 

1. Continue with Existing Drainage Impact Fee 
 
The City Council may consider leaving the existing Drainage Impact Fee unchanged and 
continue collecting $1,000 per acre when a developer processes a tract map, parcel map, 
and/or constructs a new building.  The $1,000 per acre Drainage Impact Fee was established 
back in 1971, and it is significantly out of line with current market conditions.  The estimated 
Drainage Impact Fee collected since 1971 to date is approximately $860,000.  The average 
annual revenue collected under the existing fee program is approximately $24,500 per year.  
The current fee significantly reduces the City’s ability to implement even modest storm drain 
upgrades; therefore, this alternative is not recommended. 
 

2. Adjust the Drainage Fee and Reduce the Cost Benefit Index Range 
 
The construction cost opinions, developed by the City’s financial consultant during the Master 
Drainage Plan preparation, are integral to the Cost-to-Benefit Index (CBI) analysis and the 
Capital Improvement Program prioritization process.  The CBI is a ratio of the estimated cost of 
flood damage potential over the cost to upgrade the local drainage system. The CBI ranges 
from 1.00 for the most beneficial upgrade to 0.00 for the least beneficial upgrade. The City 
Council may consider upgrading storm drain systems so that only those projects with a CBI 
ranging from 1.00 to 0.10 are completed.  This is a reasonable approach since upgrades with a 
CBI below 0.10 result in relative minor gains in storm drain capacity, while upgrades with CBI’s 
higher than 0.10 achieve more significant flood protection.  This approach reduces the total 
Citywide cost to $49.7 million from the $97.4 million previously identified for all upgrades.  Using 
the current, estimated cost figures for this alternative, the Drainage Impact Fee may be broken 
down for different land uses as shown on Table “A” below: 
 
Land Use Fee per Acre 
Residential  
      Low  $6,283 
      Medium $7,539 
      High $10,052 
Commercial/Industrial $11,309 

 
 
Table A: Proposed Drainage Impact Fee for Alternative 2 
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Based on a historical review of previous development with this alternative, the estimated annual 
revenue is $211,000, and the funding gap for the approved 20-year CIP is estimated at $13.3 
million (today’s market price without any consideration for future inflation indexes). 
 

3. Adjust the Drainage Fee to the Target Level as recommended in the Master 
Drainage Plan Financial Study  

 
Another alternative the City Council may consider is to increase the Drainage Impact Fee, as 
recommended by the City’s financial consultant. This is shown on Table “B” below. This 
adjustment brings the fee closer to current construction costs. This alternative  upgrades the 
priority storm drain systems throughout the City as identified in the Council-adopted 20-year 
Storm Drain Capital Improvement Program (Attachment 2), as funding becomes available to 
close the funding gap between fees and actual upgrade costs.  
 
 
Land Use Fee per Acre 
Residential  
      Low  $12,307 
      Medium $14,768 
      High $19,691 
Commercial/Industrial $22,153 

 
 
Table B: Proposed Drainage Impact Fee for Alternative 3 
 
Based on a historical review of previous development, and using this alternative, the estimated 
annual revenue is $400,000 and the funding gap for the approved 20-year CIP is estimated at 
$9.5 million (today’s market price without any consideration for future inflation indexes). 
 

4. Increase the Drainage Impact Fee Gradually to the Master Drainage Plan Target 
Level 

 
This alternative considers increasing the Drainage Impact Fee per Table “A” below for the next 
two years and increase the fees per Table “B” for subsequent years.  These fees would be as 
follows: 
 
Land Use Fee per Acre 
Residential  
      Low  $6,283 
      Medium $7,539 
      High $10,052 
Commercial/Industrial $11,309 

Land Use Fee per Acre 
Residential  
      Low  $12,307 
      Medium $14,768 
      High $19,691 
Commercial/Industrial $22,153 

 
Table A:  Proposed Drainage Impact Fee for the  Table B: Proposed Drainage Impact   
next two years   Fee after two years 
 
Based on a historical review of previous development/redevelopment in the City, the estimated 
annual revenue from this alternative would be $211,000 for the next two years and would 
increase to an annual estimated revenue of $400,000 for the subsequent years.  The funding 
gap for the Council-adopted 20-year CIP is estimated at $9.9 million (today’s market price 
without any consideration for future inflation indexes). This alternative allows adequate funding 
for construction of the most needed master-planned facilities to offset cumulative negative 
impacts to the City’s drainage system by new development. This approach also lessens the 
impact to new development by allowing a stepped approach to the required increase.  This 
alternative is recommended by staff, since it will increase the Drainage Impact Fee gradually, 
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over the next two years, towards the target plan. Council may consider a longer period of time 
for Table “A”, before Table “B” becomes effective. 
 

5. Adjust the Existing Drainage Fee Based on Inflation 
 
The existing flat Drainage Impact Fee of $1,000 per acre was approved by ordinance on March 
5, 1971. The City Council may consider increasing the existing Drainage Impact Fee based 
upon Consumer Price Index (CPI) (Attachment 4).  Based on record data, since the adoption of 
the original fees, the inflationary increase is approximately 511%. This is equivalent to an 
amount of $5,110 per acre. It should be noted that each parcel’s relative contribution to the 
runoff varies with the extent of open surface and, therefore, the type of land use. For the higher 
land use, i.e. commercial/industrial, higher runoff is generated. Therefore, a 
commercial/industrial property increases the demand on local storm drain systems, thereby 
justifying a higher drainage fee than a property with lower runoff, i.e., single-family residential.   
 
Based on a historical review of previous development/redevelopment in the City, the estimated 
annual revenue for this alternative would be $127,750 per year.  The funding gap for the 
Council-adopted 20-year CIP is estimated at $15.0 million (today’s market price without any 
consideration for future inflation indexes). 
 

6. Adjust the Existing Drainage Fee Based on Inflation and Land Use 
 
The City Council may consider increasing the existing drainage fee ($1,000 per acre) based on 
inflation. This is equivalent to an amount of $5,110 per acre. The new amount of $5,110 per 
acre can be used as the base fee for calculating the drainage fee for various land uses.  See 
Table “C” below for land use factors. These factors would multiply the base figure of $5,110 per 
acre to determine the final fee: 
 
 
   
Land Use Factor Fee per Acre 
Residential   
      Low  1.0 $5,110 
      Medium 1.2 $6,132 
      High 1.6 $8,176 
Commercial/Industrial 1.8 $9,198 

 
 
Table C: Proposed Drainage Impact Fee for Alternative 6 
 
Based on a historical review of previous development/redevelopment in the City, the estimated 
annual revenue would be $178,850 per year.  The funding gap for the Council-adopted 20-year 
CIP is estimated at $14.0 million (today’s market price without any consideration for future 
inflation indexes). 
 
SUMMARY: 
 
Table “D” of Attachment 5 summarizes all six alternatives, and Table “E” of Attachment 6 
summarizes the Drainage Impact Fee for a typical lot size development (for different land uses) 
for each of the six alternatives presented herein.  
 
 
 
 
FISCAL REVIEW: 
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The Drainage Impact Fee Fund currently generates approximately $24,500 per year and may 
be used towards storm drain upgrade projects Citywide.  A Drainage Impact Fee increase would 
generate additional revenue to offset the cost of the recommended storm drain upgrades.  City 
Council may consider additional appropriations for storm drain upgrades at their annual budget 
deliberations.  These appropriations would be subject to funding availability.  
 
LEGAL REVIEW: 
 
The City Attorney has prepared the resolution setting the new Drainage Impact Fees 
(Attachment 1), based on Alternative No. 4. 
 
CONCLUSION: 
 
Staff recommends adoption of the Resolution to set the Drainage Impact Fee (Attachment 1). 
This Resolution will adjust the fee over a two-year period based on Alternative No. 4.  
 
 
 
 
ERNESTO MUNOZ WILLIAM J. MORRIS  
City Engineer Director of Public Services   
 
 
 
MARC R. PUCKETT KIMBERLY HALL BARLOW  
Director of Finance City Attorney  
   
   
ATTACHMENTS: 1 Resolution
 2 Proposed 20-Year CIP Priority List
 3 Drainage Fees from Neighboring Cities
 4 Consumer Price Index - California
 5 Summary of Six Alternatives
 6 Summary of Drainage Impact Fee for each Land Use for Six 

Alternatives
/ch 
 
DISTRIBUTION: City Manager 
 City Attorney 
 Assistant City Manager 

City Clerk 
Director of Finance 
Staff 
File 

   
File Name:  Proposed Drainage Impact Fees Report  Date:  11-13-06 Time:  9:00 a.m. 
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http://www.costamesaca.gov/ftp/council/agenda/2006/2006-11-21/ProposedDrainageImpactFeeResolution1.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-11-21/ProposedDrainageImpactFeesAttach2.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-11-21/ProposedDrainageImpactFeesAttach3.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-11-21/ProposedDrainageImpactFeesAttach4.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-11-21/ProposedDrainageImpactFeesAttach5.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-11-21/ProposedDrainageImpactFeesAttach6.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-11-21/ProposedDrainageImpactFeesAttach6.pdf

