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Date: January 11, 2012

Subject: Request For Impact Fee Reduction/Elimination – Garcia

Discussion:
Per the attached letter from Jeffrey Garcia, O.D., dated November 30, 2011, the City of Lemoore has
received a request to reduce or eliminate impact fees in Downtown Lemoore.  While Dr. Garcia has a
project that could benefit from this action, his letter is focused on the whole of Downtown Lemoore.

The reasons for the reduction or elimination provided in the letter seem to focus on three general
concepts.  The first is that new construction is unfavorable due to the current real estate market.
Secondly, City-imposed architectural requirements make new development in Downtown Lemoore
more expensive than in other areas.  Finally, Dr. Garcia claims that the City would benefit by reducing
or eliminating impact fees for Downtown Lemoore and would generate more new development and
infill projects in that area.

This report will address Dr. Garcia’s concepts, the requirements for reductions/adjustments/waivers of
impact fees currently in place, changes to impact fees as economic stimulus in general, the need to
provide additional funding to cover shortfalls, and alternative solutions to the issues cited by Dr.
Garcia.

Real Estate Market Unfavorable To New Construction
The City of Lemoore has no control over the current real estate market.  If a glut of existing
commercial property is keeping property values lower than the cost of new construction prior to
applying impact fees, changes to impact fees will not alter this situation.  In other words, even entirely
eliminating impact fees will not make new construction competitive with existing structures.

Downtown Architectural Requirements
Staff has not made a comparison of construction costs in the various areas of the City.  Different areas
of the City do have various guidelines and requirements for development, from set-backs to
landscaping requirements.  The requirements for developing within Downtown Lemoore were
established in the early 1990s.

Impact Fee Reductions May Have No Correlation To Increased Commercial Development
Attached for Council review is a 2010 study from the State of Florida that compares rates of residential
development in areas with reduced impact fees versus in areas with status quo impact fees.  The study
found no correlation between reduced fees and increased development.  While there are clear
differences between residential and commercial development, the fact remains that builders pass the
fees on to those purchasing the development, which will typically be financed over a period of several
years.
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Requirements For Adjustments, Reductions, Or Waivers
When the current impact fees were established, and during every yearly inflationary adjustment, the
Resolutions doing so have contained the following language:

“Any person subject to a fee required by this resolution may apply to the City Council for
a reduction, adjustment, or waiver of that fee based on the absence of a reasonable
relationship between the impact of that person’s commercial, industrial, or residential
development project on demands on various infrastructure types in the City of Lemoore;”

Furthermore, several of the fees have mechanisms built into them to make these accommodations
possible administratively for non-standard business types based on City Engineer or Public Works
Director estimates.

At the time of this writing, Dr. Garcia has not provided a challenge to the nexus between the impact
fees and either his development or all development within Downtown Lemoore.  Additionally, his
letter has not provided a rationale explaining how Downtown businesses would pose less of a burden
on City infrastructure than commercial businesses in other parts of the City.

Impact Fee Reductions As Economic Stimulus
This has been a frequent consideration of the City Council, usually when impact fees are being updated
or adjusted for inflation.  The question is: Is a reduction or elimination of impact fees an ideal method
of stimulating commerce and/or employment in the City of Lemoore?

Previous discussions with the City Council have led to two general conclusions.  The first is that a
change to impact fees in favor of commercial or industrial business would benefit only a narrow
section of those businesses – those that are actually involved in new construction.  New or existing
businesses making use of existing buildings would not enjoy a benefit from the reduction in fees;
theoretically, this could result in a competitive disadvantage for businesses already calling Lemoore
home.  At best, it would be using City funds to the benefit a few businesses with infill projects.  At
worst, it could be detrimental to existing Lemoore businesses.

The second conclusion is that it would be extremely difficult to ensure that the desired benefit would
actually result from the impact fee reduction.  Consider the following:  Is there any guarantee that the
new development would result in new employment or extra sales, or simply redistribute existing
economic activity?  Is there any guarantee that the business will be successful enough to produce
additional economic activity, or might the business fail, leaving another vacant building?  If a method
of fee reduction can be created that addresses these concerns, does the City Council want staff to be
evaluating private business plans for “viability”?  While it is possible to create an economic stimulus
program for the City, is this the direction the City Council wants to go given the circumstances
surrounding the dissolution of Redevelopment?

Funding Shortfalls Must Be Covered By Other Means
The legislation governing development impact fees addresses the fact that fees are to be set to
sufficiently cover the cost of the new infrastructure without a degradation of service.  In the event an
intentional reduction in fees results in a funding shortfall for the needed infrastructure, the governing
body must identify an additional source of funding.  Failure to do so may result in the invalidation of
the fees or require a refund to those that have paid a non-reduced fee previously.
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Alternative Solutions
There are several ways the City Council might address Dr. Garcia’s concerns.  The first would be to
weigh whether reducing or waiving any type of City-imposed fee, such as impact fees, would be
appropriate for Dr. Garcia specifically or Downtown Lemoore in general.  A request could be made of
Dr. Garcia to work with staff on reviewing the appropriateness of the nexus between his type of
business and the fees being charged.  The City Council could also consider creating some type of
economic stimulus program to assist citizens doing business in the City of Lemoore.

Budget Impact:
If the impact fees for Dr. Garcia alone are reduced or eliminated, the development impact fee accounts
would be short by $36,144.30, which would need to be made up by the City from other sources.

Recommendation:
It is recommended that the City Council maintain the Development Impact Fee schedule for all
development types as previously adopted.


