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AGENDA
l. Call to Order

Il. Roll Call

I, Impact Fees Update

Iv. Adjournment
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MEMORANDUM
To: David Ramsay, City Manager
From: Tracey Dunlap, Director of Finance and Administration

Daryl Grigsby, Director of Public Works

Robin Jenkinson, City Attorney

Jenny Schroder, Director of Parks and Community Services
Eric Shields, Planning Director

Date: April 11, 2007
Subject: Study Session on Impact Fees Update (MIS07-00014)
Recommendation:

Council review update materials, provide policy guidance on cost recovery level and other policy issues,
and identify further information needed in preparation for May 1 Public Hearing.

Discussion:

As introduced at the April 3 City Council meeting, the City is considering revisions to its adopted impact
fees for transportation and parks as part of the process to prepare the 2008-2013 Capital Improvement
Program (CIP). The existing impact fees, adopted in 1999 and based on 1998 studies (using 1997 project
costs), have not been updated since that time. As authorized under the Growth Management Act, the City
may charge impact fees to applicants of new development or for a change in use to pay for the cost of new
public facilities that provide future capacity needed to accommodate new growth and development. The
fees cannot pay for existing deficiencies in level of service for the public facilities or normal maintenance
and repairs. The fee charged to each development is based on a proportionate share of the new facilities.

The draft rate studies updating the transportation and park impact fees were provided in the April 3 Council
packet. Based on input provided by the Transportation Commission at their March 29 meeting, the
transportation rate study has been revised to reflect concurrency project costs rather than capacity costs,
which has reduced the calculated full cost fee. The revised study is included as Attachment 1
Transportation Impact Fee Rate Study (April 10, 2007).

The results of the rate studies represent the maximum supportable charge that the City could implement.
The City Council could choose to implement a lower fee as a matter of policy. The following table
summarizes the calculated impact fees for single family residences from the 1999 study, the current
charges, and the draft results from the 2007 update.

! The parks impact fee rate study has not been repeated in this packet since it has not changed since the April 3
meeting. It can be found in Attachment A to Item 11.e. in the April 3 Council packet.
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Summary of Single Family
Residential Impact Fees per Dwelling Unit

Transportation 1999 Study Draft 2007 Study

Full Cost $1,931 $3,432

@ Current 50% Recovery $ 966* $1,716
Parks

Full Cost $1,224 $3, 621

@ Current 50% Recovery $ 612* $1,811

*current City of Kirkland impact fee

The calculated fees for other land uses (multifamily and nonresidential) are summarized in the study
reports. To provide context for evaluating the draft results, the following table summarizes the current
single family impact fees charged by a variety of Puget Sound jurisdictions. Further detail and additional
cities are provided in Attachment 2, including adoption dates where available.

Comparison of Single Family Impact Fee Rates

Jurisdiction | Park Impact Fee | Road Impact Fee
Kirkland current rate* $ 612 $ 966
Kirkland updated full cost rate $3,621 $3,432
Auburn $3,500 $3,138
Bellevue none $332 to $512**
Bothell $1,345 $2,093
Issaquah $3,147 $2,444
Kenmore $2,246 $2,390
Sammamish $2,605 $14,854
Redmond*** $2,812 $1,490 to $5,525**

* In 1999, with adoption of the city’s impact fees, the City Council made a policy decision to charge 50% of what
could legally be charged for impact fees
** Depending on location. Bellevue staff indicated that at one time they used SEPA to mitigate park impacts, but
discontinued that practice several years ago and did not opt to establish park impact fees. The road impact fee amount has
decreased over time in recognition that many of the capacity projects have been completed.
*** The City of Redmond is currently considering revisions to their road impact fees.

Policy Issues
During the rate study process, a variety of policy issues were identified for Council direction:
1. Cost Recovery Policy
The current impact fees were set at 50% of the amount calculated as part of the 1999 rate studies.
Options include continuing this policy, charging full cost, and selecting an alternate cost recovery rate. The
policy question can be posed as follows:

Should the City Council adopt revised impact fee rate schedules for

transportation and parks that reflects 100% of what can legally be charged as
outlined in the new rate studies or a lesser amount?
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Note that if the City charges less than 100% of the calculated amount, the remaining balance will be
funded out of general capital funds, in addition to those costs that cannot be attributed to new development
in the City. For example, the transportation study estimates that approximately 50.3% share of the impact
fee eligible projects are related to serving outside city growth/pass through traffic. Consequently, the
49.7% is related to in-city growth and development and eligible to be funded by impact fees. If the Council
chooses to adopt less than 100% of the calculated fee amount, the difference is added to the 50.3% that
the City funds through local sources other than impact fees. This reduces the total number of projects that
can be funded unless other new funding sources are obtained.

The rate study consultants indicated that most of their clients have not set a specific cost recovery target.
They have either adopted the full cost fee or selected a lower dollar figure (not based on a specific recovery
percentage). If the decision is made to move toward the full cost recovery fee, one option would be to
phase in the increases over a number of years, rather than increase to the full cost all at once.

Attachment 3 contains a summary of research conducted by the Henderson, Young & Company regarding
the effects of impact fees on new development.

Recommendation: Pending City Council direction.
2. Indexing with Inflation

As noted earlier, the City's impact fees have been in place at the current level since 1999. During that
time, construction costs have increased at a rate generally in excess of inflation. The policy question can
be posed as follows:

Should the impact fee rate schedules be indexed for inflation on an annual
basis, except when the rate schedules have been updated the preceding year
to reflect revised project costs (generally coinciding with the CIP budget
process)?

Recommendation: Include a provision in the impact fee ordinance to index the charges by either
the consumer price index (CPI) or the construction cost index (CCI) in years where the underlying
calculations are not updated. Staff is currently reviewing which specific index to recommend for
inclusion in the revised ordinance.

3. All Capacity Projects versus Only Concurrency Projects for Transportation

In the April 3 Council packet, information was provided regarding whether all capacity projects or just those
projects required to meet concurrency (a lower amount) should be included in the calculation. [f the higher
rate is collected, the City would be required to fund the outside city growth/pass through traffic share of
the projects (as described above), representing a substantially higher level of City funding than currently
dedicated. The Transportation Commission discussed this issue at their March 29 meeting and the results
are summarized in a memorandum (Attachment 4). The policy question can be posed as follows:

Should the City charge impact fees based on all capacity projects or just
those projects necessary to meet concurrency requirements?
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Recommendation: Based on the Transportation Commission recommendation, staff recommends
basing the impact fee on only the concurrency projects rather than capacity projects. The rate study has
been revised to reflect this recommendation.

4. Implementation Date

While the impact fees are scheduled to be brought forward for City Council consideration in May, the
ordinance can set an implementation date at some later point in time to allow projects currently in the
pipeline to complete the approval process or adjust project budgets accordingly. The policy question can
be posed as follows:

On what date should the revised impact fees take effect?
Recommendation: Pending City Council direction.
5. Alfernate Method

During the course of the rate studies, the consultants discussed alternate methodologies for calculating
impact fees that could provide additional flexibility in how revenues could be used in the future. However,
the alternate methods would require amendment of the City's Comprehensive Plan, which is a lengthy
process. In addition, the results of various methodologies may change if annexation does occur.

One issue raised by the City Council was the possibility of extending the Parks Impact Fee to non-
residential land uses. This issue was discussed during the rate study process and the report notes that
“Due to the lack of systematic data quantifying the benefit of parks to commercial property, the City of
Kirkland elects as a matter of policy not to charge park impact fees to non-residential properties.
Additional research and analysis would need to be undertaken to document this relationship.”2 Since the
City's current level of service is based on population, changing this policy would also require amendment of
the City's Comprehensive Plan.

Recommendation: City staff recommends evaluating alternate methods during the next update (2-3
years) to the impact fees or after the annexation decision is made, whichever occurs first. The issue of
extending Park impact fees to non-residential land uses would require a Comprehensive Plan Amendment
to the level of service methodology and a study of what park services the local non-residential sector uses.
All of this would need to be done before a non-residential parks impact fee could be adopted and is
recommended to be done before the next impact fee update.

6. Adoption of School Impact Fees

The Lake Washington School District is requesting that the City collect school impact fees on its behalf. All
jurisdictions within the District’s boundary collect school impact fees, with the exception of Kirkland. The
District has provided information on school impact fees in a letter from Denise Stiffarm of the K & L Gates
law firm, which was included as Attachment D in the April 3 Council packet.

2 park Impact Fee Rate Study, p.10.
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The district wide school impact fee rate is $2,975 for single family and $307 for multi-family. However,
the City of Redmond adopted a slightly lower rate of $2,750 and $275 last year based on the theory that
Redmond schools have extra capacity so a small discount should be applied (but in actuality, many
Redmond students attend schools in Kirkland and unincorporated King County so the Redmond schools
may not have extra capacity). If the City opts to implement the fees on the School District's behalf, there
will be an operational burden to the City. A mechanism requiring the District to provide specific
recordkeeping and/or an arrangement to recoup City costs is recommended. The policy issues can be
posed as follows:

Should the City of Kirkland impose and collect school impact fees on behalf of the
Lake Washington School District?

Should this issue be considered at the same time as the City’s Parks and
Transportation Impact Fees or on a separate timetable?

Recommendation: The City Council has directed that the issue of imposing School Impact Fees be
addressed after the City adopts its updated Parks and Transportation fees. In the mean time, City staff will
gather additional information from the Lake Washington School District, as requested by the City Council,
which will be provided when the School Impact Fees are brought forward for consideration.

Review Process
We will be approximately half way through the review process (summarized in the table below) by the date
of the study session. We will have met with the Chamber Public Policy committee twice and conducted the

first stakeholder meeting, and we will summarize the feedback received to date in the presentation.

Council/Commission/Stakeholder Dates

Date Time Meeting

March 27 9:00 - 10:30 am Finance Committee of City Council (Norkirk Room)
March 29 Noon Chamber of Commerce Public Policy Committee
March 29 6:00 pm Transportation Commission (Council Chambers)
April 3 7:30 pm Present Draft Report to City Council (Chambers)
April 11 7:00 pm Park Board (Council Chambers)

April 16 8:15 - 10:00 a.m. | Meet with stakeholders at Heritage Hall

April 23 Noon Chamber of Commerce Public Policy Committee
April 23 7:00 — 9:00 pm | Special Council Study Session

April 24 9:00 - 10:30 am Finance Committee of City Council (Norkirk Room)
April 26 7:00 - 8:30 pm Meet with stakeholders in Peter Kirk Room

May 1 7:30 pm Council Presentation/Public Hearing (Chambers)
May 15 7:30 pm Council adopts updated impact fees/sets effective date

The review and approval process is designed to provide guidance to the 2008-2013 Capital Improvement

Program budget development, which is expected to be brought to the City Council in July 2007.
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Attachments

1 - Transportation Impact Fee Rate Study (revised)

2 - Impact Fee Comparisons

3 - Effect of Impact Fees on the Amount of Development
4 - Summary of Transportation Commission Meeting Input

cc: Sandi Hines, Financial Planning Manager
Ray Steiger, Capital Projects Manager
Teresa Swan, Senior Planner
Michael Cogle, Park Planning & Development Manager
Teresa Levine, Interim Financial Operations Manager
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Introduction

This report provides an update to the Transportation Impact Fee Program for the
City of Kirkland. The update was prepared for the following reasons:

e The Growth Management Act (GMA) requires regular updates to impact fee
programs. The original Transportation Impact Fee program was adopted by the
City in 1999.

e New projects have been added to the City’s Capital Improvement Program (CIP),
while projects on the original impact fee project list have been completed.

e The costs of projects on the impact fee project list have increased due to inflation
and changing project scope since the initial program in 1999.

e The patterns of traffic growth, land use, and redevelopment have changed.

The remaining sections of the report describe the impact fee program methodology,
the analyses performed, and the resulting recommendations.

2006 — 2022 Impact Fee Analysis

The impact fee structure for the City of Kirkland was designed to determine the fair
share of improvement costs that may be charged for a new development. The GMA
(passed in 1990) allows impact fees for system improvements that reasonably relate
to the impacts of new development, and specifies that fees are not to exceed a
proportionate share of the costs of improvements. The following key points
summarize the impact fee structure:

e A l6-year transportation facility list (2006 - 2022) oriented to future growth is
developed.

e Existing deficiencies are identified and separated from future trips on the
roadway system.

e Future trips are allocated to geographic areas inside and outside the City using a
traffic-forecasting model.

e A citywide fee system is established.

e A land use-based fee schedule is developed.

In calculating impact fees, the following components are included:
e Cost of public facilities necessitated by development;

e Adjustment to the cost for past or future payments by developer (user fees, debt
service payments, taxes, other);

City of Kirkland Page 1
Transportation Impact Fee Program Update April 10, 2007



E-Page # 10

Transporcation
Planning
Enginearing

e Auvailability of other funds;
e Cost of existing facilities improvements;
e Methods by which existing facilities were financed;

e Credit for the value of any dedication of land to facilities identified in the CIP
and required as a condition of approval;

¢ Adjustment for unusual circumstances, Figure 1. Impact Fee Process
and, '

e Consideration of studies and data
submitted by the developer.

Project
Improvement List

A sound accounting system is therefore
important to ensure that the impact fees {
collected are assigned to the appropriate
improvement projects. Traffic Forecasts

Methodology 1

The flow of steps involved in the Kirkland Separate Existing Deficiencies
impact fee process is shown in Figure 1. and Growth Related Projects
The key steps include: establishing traffic
forecasts and trip patterns (based on land v
use data and the future transportation
network); identifying growth-related road Run Travel Demand Model
projects; identifying growth-related road
project costs, and preparing the fee
schedule.

Y
Kirkland Traffic Growth (2006-2022)
To begin the process, the City compiled the (Trip Allocation)
existing impact fee project list and selected
other eligible traffic capacity projects from
the Capital Improvement Plan (CIP) and
the long-range transportation plan.

Growth Cost Allocation
(Average Cost per New Trip)

In the next step in the process, the project
costs were allocated. Eligible project costs
were distributed either within the City or
to external areas. The City’s traffic model Impact Fee Schedule
provided traffic and land use data.

Y

This process produced a “cost per trip”,

which was calculated by dividing the total
project costs by the number of new trips in the study area. In the final step the “cost

City of Kirkland Page 2
Transportation Impact Fee Program Update April 10, 2007
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per trip” was converted into an impact fee schedule that showed fees as dollars per
unit of development for different land use categories.

Impact Fee Project List

Washington State law (RCW 82.02.050) specifies that Transportation Impact Fees are
to be spent on “system improvements.” System improvements can include physical
or operational changes to existing roadways, as well as new roadway connections
that are built in one location to benefit projected needs at another location. These are
generally projects that add capacity (new streets, additional lanes, widening,
signalization, et al).

During the City's transportation planning process, the City has identified projects
needed by 2022 to meet the adopted Level of Service (LOS) standards. These capital
projects form the basis for the City's current impact fees and the 2022 concurrency
project list. The City considered adding other capacity projects in the City’s
Comprehensive Plan 2022 Transportation Project list. However, the final impact
project list includes only those projects needed to meet current concurrency
requirements.

The resulting project list, shown in Table 1, includes thirteen (13) projects. These
projects are also shown in Figure 2.

City of Kirkland Page 3
Transportation Impact Fee Program Update April 10, 2007
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Table 1. List of Transportation Capacity Projects

Project Description

Total Cost
Estimated

O W @

I ® O O O

ST20-9

ST20-4

ST20-3

TR 20-11.21
TR 20-10.4

ST20-12

TR20-15
TR20-5
TR20-16

TR20-4
TR20-12

TR20-8
TR20-6

NE 120th Street Road Extension (east),

ST 0057 Slater Ave NE to 124th Ave NE (3 lanes)
ST 0059 124th Ave NE Road Improvement,
NE 116th Street to NE 124th Street (5 lanes)
ST 0063 120th Ave NE Road Improvement,
NE 128th Street to NE 132 Street (5 lanes)
Totem Lake Boulevard/120th Ave NE
TR 0075 NE 124th Street / I-405 queue by-pass WB to NB
ST 0058 NE 132nd Street Road Improvement,
100th Ave NE to 132nd Ave NE (5 lanes TOTAL COST))
TR 0083 100th Ave NE/NE 132nd Street Intersection
Improvements
TR 0057 NE 124th Street/I-405 queue by-pass @ |-405, EB to SB
TR 0084 100th Ave NE/NE 124th Street Intersection
Improvements
TR 0085 NE 68th Street/108th Ave NE Intersection Improvements
TR 0086 NE 70th Street/132nd Ave NE Intersection Improvements
TR 0056 NE 85th Street HOV/I-405 queue by-pass @ 1-405,
EB to SB
TR 0088 NE 85th Street/120th Ave NE Intersection Improvements

Capital Facilities Project TOTAL

$ 4,300,000
$ 3,400,000

$ 5,500,000

$ 600,000
$ 700,000

$ 27,500,000

900,000
1,000,000
1,200,000

800,000

$
$
$
$
$ 1,300,000
$ 500,000
$ 600,000
$

48,300,000

* Project Groupings: Projects are organized into geographic groups for traffic modeling purposes.

See Appendix A for cost breakdowns for various geographic groups.

Project Group A North Rose Hill — 124th and 132nd Avenues NE $ 7,700,000

Project Group B Totem Lake $ 6,800,000

Project Group C NE 132nd Street Corridor $ 28,400,000

Project Group D NE 124th Street Corridor $ 2,200,000

Project Group E Not Used $0

Project Group F Not Used $0

Project Group G 108th Avenue NE $800,000

Project Group H Bridle Trails $1,300,000

Project Group | NE 85th Street Corridor $1,100,000

CFP Total $ 48,300,000
City of Kirkland Page 4
Transportation Impact Fee Program Update April 10, 2007
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Figure 2. Transportation Impact Fee Projects
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Land Use Growth

For the impact fee analysis, a 16year land use growth estimate was used. Table 2
shows Kirkland land uses in terms of housing (single family and multi-family) and
employment (retail, office, and industrial) units for the years 2006 and 2022.

Table 2. Kirkland Land Use Growth

Single Family Housing | Dwelling Units 10,489 11,954 1,465
Multi-Family Housing Dwelling Units 12,450 14,872 2,422
Office Square Feet 5,384,847 6,161,605 777,000
Retall Square Feet 3,765,355 3,974,210 209,000
Industrial Square Feet 2,668,361 2,551,561 (117,000)

*Includes land uses which have been approved in the city’s permit process.
** 2022 Total land use represents projected growth from 2006 — 2022
Source: City of Kirkland

Cost Allocation

The City uses an impact fee analysis based on a methodology that distinguishes
between facility improvements that address existing deficiencies and those that are
needed to serve new growth. For growth-related projects, this method assumes that
traffic generated by future development (inside and outside of the City) is the reason
for the improvement project(s).

TRANSPORTATION DEFICIENCIES

The Growth Management Act requires cities to establish specified levels of service
(LOS) for vehicular traffic. For Kirkland, the City is divided into four geographic
subareas. Within each subarea the analysis of LOS implements Policy T-5.3 of the
City’s Comprehensive Plan by ensuring that new development projects meet the
two adopted standards for peak-hour level of service. The City forecasts future
traffic volumes to the year of the adopted level of service for concurrency testing.
The concurrency test consists of the following two parts:

Part 1. The average level of service (using a volume/capacity (V/C) ratio) of the
impacted sub-area(s) is estimated and then compared to the adopted level of
service standard from the Comprehensive Plan.

Part 2. All system intersections must have a V/C ratio of 1.4 or better.

Table 3 shows the LOS standards within each subarea and the existing LOS. The
existing LOS includes the effects of traffic volumes from all proposed development
projects that have received a passing concurrency test.

City of Kirkland Page 6
Transportation Impact Fee Program Update April 10, 2007
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Table 3. Level of Service Standard Analysis

| | LOSStandards Existing LOS

Maximum Intersections Maximum
Intersection Average Exceeding | Average |Intersection| Average
Subarea LOS 2007 VIC 1.4VIC \Y/[® LOS V/IC
Southwest 1.4 0.90 0 0.82 yes yes
Northwest 1.4 0.90 0 0.87 yes yes
Northeast 1.4 0.88 0 0.85 yes yes
East 1.4 1.05 0 0.99 yes yes

Average Volume/Capacity (V/C) Ratio of Signalized Intersections
Source: City of Kirkland

The analysis showed that all of the facilities on which the projects are proposed
currently are within the City’s adopted LOS standard. In other words, the projects
have no current transportation deficiencies.

TRAVEL GROWTH

The City’s travel demand model was used in this study to prepare traffic forecasts.
The model generates “PM peak hour” vehicle trips based on housing and
employment data. Then the model distributes the trips between different zones
within the region. Finally, the model assigns the trips to the roadway network to
predict traffic volumes. For the impact fee study 2006 and 2022 trip tables were
developed. A “select link” assignment procedure provided the origin and
destination information for each vehicle trip traveling through a particular
improvement project group. The grouping of projects for the select link assignments
is shown in the first column of Table 1.

Determination of “Through” Traffic

The cost allocation process distributes the growth costs for each project based upon
the travel patterns between the different geographic areas within and outside the
City limits. Trips that pass through Kirkland, but do not have any origins or
destinations internal to Kirkland, were not allocated to Kirkland growth. That is,
development in Kirkland would not be charged for impacts by growth in trips
passing "through" the City. This “through traffic” amount will need to be covered
by other revenues (other revenues include grant funding, gas tax, sales tax, and real
estate excise tax). Figure 3 shows the cost allocation concept.

City of Kirkland Page 7
Transportation Impact Fee Program Update April 10, 2007
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Figure 3. Impact Fee Cost Allocation Concept
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(2022)
1
' '
Capacity Safety Ped/ Bike N
Projects Maintenance/ Other
Y *
Portion Due to New Portion Due to _
Growth Existing Deficiency ]
Non-Cily Giowlh
““““ i
1 )
Cost Allocated to Cost Paid by o
Impact Fees City or Others

COST ALLOCATION RESULTS

For discussion purposes, the dollar amounts shown in the following figures and text
descriptions are approximate values expressed in million dollars. The actual
amounts used in the calculations are accurate to a single dollar.

The total cost of the projects on the capacity project list is $48.3 million as shown in
Figure 4. The $48.3 million was then split into ‘city growth” and ‘outside city growth’
components using the City’s traffic model data. The details of this calculation are
shown in Appendix A. Using these data, the average percent of city growth
responsibility equaled 49.7 percent. The city growth percentage, applied to the $48.3
million needed funds, yielded an amount equal to $24.0 million. Of this amount,
$1.3 million has already been collected as impact fee payments and applied towards
the projects. Removing the previously collected impact fees leaves a total of $22.7
million remaining to be funded using impact fees. The remaining $24.3 million
would be expected to be obtained from new grant proposals or other sources of
revenue to cover the cost of growth occurring outside of the City.

City of Kirkland Page 8
Transportation Impact Fee Program Update April 10, 2007
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Figure 4. Impact Fee Cost Allocation (2006 — 2022)

Total Cost
$483 M

A

Growth Costs
$48.3 M (100%)

Existing Deficiency
$0 M (0%)

/\

City Growth
$24.0 M (49.7%)

Outside City Growth

$24.3 M (50.3%)

Previous Impact
Fees -

$1.3M

\d

Y

New Impact Fee
Costs

$22.7 M

Other Funds Needed
$243 M

New PM Peak Hour Trips = 6,674
Cost/Trip = $3,398.20

City of Kirkland
Transportation Impact Fee Program Update

Page 9
April 10, 2007
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As shown in Figure 5, the new
impact fees contribute 47 percent of  Figyre 5. Impact Fee Program Funding
the total $48 million cost of the Sources

improvement projects. Previous

impact fees collected contribute 3

percent. City matching funds, new TOTAL = 3483 Million
grants, and other sources would
contribute the remaining 50 percent
of the total project costs. Of this
amount, city staff estimates an
average annual grant revenue of
$0.8 million per year, or $12.7

Grants and

million collected over the 16-year Other City
period (2006-2022). S:;L C:s

The final step in the cost allocation (50%)
process dealt with calculating the
"cost per new trip end" within

Kirkland, derived by dividing the

total eligible project cost by the \Previous Impact
total number of new PM peak hour Fees,$1.3 (3%)

trip ends based in Kirkland. A total
of 6,672 new PM peak hour vehicle trip ends ! are estimated to occur within the City
between 2006 and 2022.

The analysis produced the following results.

Impact fee costs $ 22,680,436
Divided by:

New PM peak hour trip ends + 6,674
Equals:

Cost per new trip end $3,398.20

! A vehicle trip travels between an origin and a destination. Each vehicle trip has two trip ends, one each
at the origin and destination. Trip ends represent the traffic coming to and from a given land use. The trip
ends were calculated using an average of results obtained from trip generation formulas used by the
Institute of Transportation Engineers and the City’s travel demand model.

City of Kirkland Page 10
Transportation Impact Fee Program Update April 10, 2007
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Impact Fee Schedule

The impact fee schedule was developed by adjusting the "cost per trip end"
information to reflect differences in trip-making characteristics for a variety of land
use types within the study area. The fee schedule is a table where fees are
represented as dollars per unit for each land use category. Table 4 shows the
various components of the fee schedule (trip generation rates, new trip percentages,
trip lengths, and trip length adjustment for each land use). Certain land uses were
modified, added, or removed from the current fee schedule to reflect recent
development trends within the City and changes to the national trip generation
database.

TRIP GENERATION

Trip generation rates for each land use type are derived from the Institute of
Transportation Engineers (ITE) Trip Generation (7th Edition). The rates are expressed
as vehicle trips entering and leaving a property during the PM peak hour.

PASS-BY TRIP ADJUSTMENT

The trip generation rates represent total traffic entering and leaving a property at the
driveway points. For certain land uses (e.g., retail), a substantial amount of this
traffic is already passing by the property and merely turns into and out of the
driveway. These pass-by trips do not significantly impact the surrounding street
system and therefore are subtracted out prior to calculating the impact fee. The
resulting trips are considered “new” to the street system and are therefore subject to
the impact fee calculation. The “new” trip percentages are derived partially from
ITE data and from available surveys conducted around the country.

City of Kirkland Page 11
Transportation Impact Fee Program Update April 10, 2007
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Table 4. Impact Fee Schedule

Unit of ITE Land USE New | New Trip | Trip Length] Trip Length | Fee Per

Land Uses Measure Code Trip Rate] Trip % Rate (miles) | Adjustment Unit

Cost per Trip End > $3,398.20
Residential

Detached Housing dwelling 210 1.01] 100% 1.01 3.5 1.00 $3,432
Attached and Stacked Housing dwelling | 220,221,230,233 0.56] 100% 0.56 3.7 1.06 $2,012
Senior Housing dwelling See note 4 0.28] 100% 0.28 2.8 0.80 $761
Nursing Home bed 620 0.22 100% 0.22 2.8 0.80 $598
Congregate Care/ Assisted Living dwelling 253,254 0.17] 100% 0.17 2.8 0.80 $462

Commercial - Services

Drive-in Bank sq ftIGFA 912 45.74 60% 27.44 1.5 0.43 $39.97
Walk-in Bank sq ft/GFA 911 33.15 80% 26.52 1.5 0.43 $38.62
Day Care Center sq ft/IGFA 565 13.18 75% 9.89 2.0 0.57 $19.20
Library sq ftIGFA 590 7.09 75% 5.32 1.7 0.49 $8.78
Post Office sq ftIGFA 732 10.89 75% 8.17 1.7 0.49 $13.48
Hotel/Motel** room 310 0.59] 100% 0.59 4.0 1.14 $2,291
Extended Stay Motel room 311 0.40] 100% 0.40 4.0 1.14 $1,553
Service Station VFP 944 13.86 40% 5.54 1.7 0.49 $9,151
Service Station/Minimart VFP 945 13.38 30% 4.01 1.7 0.49 $6,625
Service Station/Minimart/Car Wash VFP 946 13.33 45% 6.00 1.7 0.49 $9,901
Carwash stall 947 5.54 65% 3.60 1.6 0.46 $5,594
Movie Theater seats 445 0.29 85% 0.25 2.3 0.66 $550
Health Club sqg ftIGFA 492 4.05 75% 3.04 3.1 0.89 $9.14
Racquet Club sq ft/GFA 491 0.84 75% 1.37 3.1 0.89 $4.12
Marina Berth 420 0.19 90% 0.17 3.1 0.89 $512

Commercial - Institutional

Elementary School/Jr. High School student 520 0.28 80% 0.22 2.0 0.57 $435
High School student 530 0.15 90% 0.14 2.0 0.57 $272
University/College student 550 0.21 90% 0.19 3.0 0.86 $553
Church sq ftIGFA 560 0.66 100% 0.66 3.7 1.06 $2.37
Hospital sq ftIGFA 610 1.18 80% 0.94 5.0 1.43 $4.58
Commercial - Restaurant

Restaurant sq ft/IGFA 931 7.49 80% 5.99 3.4 0.97 $19.78
Fast Food Restaurant w/o drive thru sq ftIGFA 933 26.15 50% 13.08 2.0 0.57 $25.39
Fast Food Restaurant w drive thru sq ft/IGFA 934 34.64 50% 17.32 2.0 0.57 $33.63
Tavern sq ftIGFA 936 11.34 65% 7.37 2.7 0.77 $19.32
Industrial

Light Industry/High Technology sq ft/GFA 110 0.98]  100% 0.98 5.1 1.59 $5.29
Industrial Park sq ft/IGFA 130 0.86] 100% 0.86 5.1 1.59 $4.64
Warehousing/Storage sq ft/IGFA 150 0.47] 100% 0.47 5.1 1.59 $2.54

City of Kirkland Page 12
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Table 4 cont’'d.

Unit of ITE Land USE i New Trip[ New Trip | Trip Length| Trip Length

Land Uses Measure i % (miles) | Adjustment Fee Per Unit
Commercial - Retail
Shopping Center sq ft/GLA 820 | 3.75 65% 2.44 1.7 0.49 $4.02
Auto Parts Sales sq ft/IGFA 943 4.46 70% 3.12 1.7 0.49 $5.15
Auto Care Center sq ft/GLA 942 3.38 70% 2.37 1.7 0.49 $3.91
Car Sales - New/Used sq ft/GFA 841 2.64 80% 2.11 4.6 1.31 $9.43
Convenience Market sq ft/GFA 851 52.41 45% 23.58 1.3 0.37 $29.77
Discount Club sq ft/IGFA 861 4.24 70% 2.97 4.0 1.14 $11.53
Electronics Superstore sq ft/IGFA 863 4.50 70% 3.15 2.1 0.60 $6.42
Free Standing Discount Store sq ft/'GFA 815 5.06 70% 3.54 2.1 0.60 $7.22
Furniture Store sq ft/GFA 890 0.46 60% 0.28 1.7 0.49 $0.46
Hardware/Paint Store sq ft/IGFA 816 4.84 70% 3.39 1.7 0.49 $5.59
Home Improvement Superstore sq ft/GFA 862 2.45 70% 1.72 2.1 0.60 $3.50
Other Retail Sales sq ftIGFA 814 2.71 70% 1.90 1.7 0.49 $3.13
Nursery/Garden Center sq ftIGFA 817 3.80 70% 2.66 1.7 0.49 $4.39
Pharmacy(with Drive Through) sq ft/GFA 881 8.62 50% 4.31 1.7 0.49 $7.11
Quick Lubrication Vehicle Shop Service Bay 941 5.19 40% 2.08 1.7 0.49 $3,427
Video Rental sq ft/GFA 896 13.60 45% 6.12 1.3 0.37 $7.72
Supermarket sq ft/GFA 850 10.45 75% 7.84 2.1 0.60 $15.98
Tire Store Service Bay 849 3.79 70% 2.65 1.7 0.49 $4,379
Commercial - Office
General Office Building sq ft/IGFA 710 1.49 90% 1.34 5.1 1.46 $6.64
Medical Office/Clinic sq ft/GFA 720 3.72 75% 2.79 4.8 1.37 $13.00

VFP= Vehicle Fueling Positions (Maximum number of vehicles that can be fueled simultaneously)
GLA= Gross Leasible Area
GFA= Gross Floor Area

* For uses with Unit of Measure in sq ft, trip rate is given as trips per 1000 sq ft
** Hotel/Motel: Assumes 83% room occupancy (per ITE)
** New Trip % and Trip Lengths for selected uses are based upon characteristics of similar land use types
Primary sources for PM Peak Hour Trip Rates, Percent New Trips, & Average Trip Length:
1. ITE's "Trip Generation, 7th Edition" Report
2. Pinellas County Impact Fee Study
3. City of Tampa Transportation Impact Fee Update
4. Senior Housing rate is 1/2 of Attached and Stacked Housing rate

City of Kirkland Page 13
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TRIP LENGTH ADJUSTMENT

Another variable that affects traffic impacts is the length of the trip generated by a
particular land use. The “cost per trip” calculated in the impact fee program
represents an average for all new trips generated within Kirkland. Being an
average, there will be certain land uses that generate trips of different lengths. If a
given trip length is shorter than the average, then its relative traffic impacts on the
street system will be lower than average. Conversely, longer trips will impact a
larger proportion of the transportation network. In order to reflect these differences,
the method includes an adjustment factor, which is calculated as the ratio between
the trip length for a particular land use type and the "average" trip length for the
City. Trip length data were estimated using limited national survey results. Since
the adjustment uses a ratio, the relative trip lengths are more important than the
actual trip length. The average new trip length estimated for Kirkland was 3.5 miles
based upon the 2022 mix of land use types within the study area.

SCHEDULE OF RATES

The impact fee schedule of rates is shown in the last column in Table 4. In the fee
schedule, fees are shown as dollars per unit of development for various land use
categories, as defined in Appendix B. The impact fee program is flexible in that if a
use does not fit into one of the categories, an impact fee can be calculated based on
the development’s projected trip generation.

Table 5 provides two examples (residential and office) of the calculation.

Table 5. Example Calculations of Impact Fee Rate

‘ PM Peak Hour Residential: Office:
. ! . Detached General Office
Trip Generation (per unit)
Source: ITE Trip Generation
X Percent New Trips 100% 90%
X Trip Length Adjustment
Trip Length (unit) 3.50 5.10
Average Trip Length 3.5 35
X Average Cost per Trip End $3,398 $3,398
+ Divide by 1000 for rate per square foot NA 1000
= Impact Fee Rate (per unit) $3,432/dwelling $6.64/sq ft

Appendix C shows a comparative table of impact fee rates throughout the Puget
Sound Region.

City of Kirkland Page 14
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Conclusions

The City of Kirkland Transportation Impact Fee Program was adopted in 1999. The
proposed impact fees have increased to be consistent with current construction and
regulatory costs and to account for the addition of new roadway projects to the
impact fee list. The impact fee rate schedule (Table 4) lists the impact fees to be
charged to a variety of land use types. Since the impact fee system was originally
established several new land uses have been added to reflect the mix of businesses
within the City.

The rates reflect changes in the average “cost per trip” as well as updates to trip
generation rates and categories from the Institute of Transportation Engineers. The
proposed City impact fee rates are anticipated to generate $22.7 million over the next
16 years (2006 - 2022), representing approximately 47 percent of total funding needs
for the projects on the impact fee list.

City of Kirkland Page 15
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Appendix A — Cost Allocation Results

The cost allocation results are summarized in Exhibit A. Exhibit A illustrates how
the impact fee project costs (shown in Table 1) were divided into growth-related
costs attributable to the City. In order to determine this proportion, the City’s travel
demand model was used to identify the portion of trip-making associated with
existing and growth-related traffic. A technique called “select-link” analysis was
used to isolate the vehicle trips using each of the impact fee projects. The first
column of Exhibit A shows several “project groups”, which represent the grouping
of impact fee projects used in the select link traffic forecasts. Each project group
includes one or more impact fee projects that are located within close proximity to
each other, representing similar traffic patterns. The grouping of projects is shown
at the bottom of Exhibit A.
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Transportation Impact Fee Program Update April 10, 2007



E-Page # 25

Exhibit A. Cost Allocation by Project Group

Percent of New

Project Existing Project Costs minus Project Traffic Project Costs

Group | Project Costs | Deficiency Deficiencies and due to Growth Allowable for
# (Total) Portion Committed Funding within City Impact Fees
A $7,700,000 $0 $7,700,000 32.0% $2,463,679
B $6,800,000 $0 $6,800,000 60.2% $4,093,072
C $28,400,000 $0 $28,400,000 54.0% $15,336,812
D $2,200,000 $0 $2,200,000 46.4% $1,021,625
E $0 $0 $0 64.2% $0
F $0 $0 $0 60.0% $0
G $800,000 $0 $800,000 42.8% $342,541
H $1,300,000 $0 $1,300,000 27.9% $362,455
I $1,100,000 $0 $1,100,000 33.8% $371,387

Total $48,300,000 $0 $48,300,000 49.7% $23,991,571

Growth-Related Committed Funding $1,311,135

Costs Remaining for Impact Fees $22,680,436

Trip End Growth 6674
Cost/Trip End $3,398.20

Project Group Definitions (used for grouping capacity projects for travel modeling)

North Rose Hill — 124th and 132nd Avenues NE
Totem Lake

NE 132nd Street Corridor

NE 124th Street Corridor

Not Used

Not Used

108th Avenue NE

Bridle Trails

NE 85th Street Corridor

I(o|TMmmO(O|W]|>
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Appendix B — Land Use Definitions

The following land use definitions are derived from the ITE Trip Generation (7th
Edition). They have been modified as appropriate for the City of Kirkland.

Residential

Detached Housing: Once or more detached housing units located on an individual
lot. Includes accessory dwelling units. (ITE # 210)

Attached and Stacked Housing: A building or buildings designed to house two or
more families living independently of each other. Includes apartments, condos,
attached duplexes, P.U.D.’s, and attached townhouses. Includes single room
occupancy if additional parking provided. (ITE # 220, 221, 230, 233)

Senior Housing: Residential units similar to apartments or condominiums restricted
to senior citizens. (ITE # 220, 221, 230, 233; also 251, 255)

Nursing Home/Convalescent Center: A facility whose primary function is to
provide chronic or convalescent care for persons who by reason of illness or
infirmity are unable to care for themselves. Applies to rest homes, chronic care, and
convalescent centers. (ITE # 620)

Congregate Care/Assisted Living Facility: One or more multi-unit buildings
designed for those people who are unable to live independently due to physical or
mental handicap. Facilities may contain dining rooms, medical facilities, and
recreational facilities. (ITE # 253, 254)

Commercial-Services

Drive-in Bank: A free-standing building, with a drive-up window, for the custody
or exchange of money, and for facilitating the transmission of funds. (ITE # 912)

Walk-in Bank: A free-standing bank building without drive-in windows.
(ITE # 911)

Day Care Center: A facility for the care of infant and preschool age children during
the daytime hours. Generally includes classrooms, offices, eating areas, and a
playground. This also includes preschools. (Note: This does not apply to day care
homes, family day care, mini-day care centers or mini-schools, rates for which must
be separately calculated.) (ITE # 565)

Library: A public facility for the use, but not sale, of literary, musical, artistic, or
reference materials. (ITE # 590)

Post Office: Houses service windows for mailing packages and letters, post office
boxes, offices, vehicle storage areas, and sorting and distribution facilities for mail.
(ITE # 732)
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Hotel/Motel: A place of lodging providing sleeping accommodations. May include
restaurants, cocktail lounges, meeting and banquet rooms or convention facilities.
(ITE # 310)

Extended Stay Motel: Extended stay motels are places of lodging that provide
sleeping accommodations, a small restaurant, and lounge and a small amount of
meeting space. Each suite includes a sitting room and separate bedroom along with
limited kitchen facilities provided. (ITE # 311)

Service Station w/o Minimart: A facility used for the sale of gasoline, oil, and
lubricants. May include areas for servicing, repairing, and washing vehicles.
(ITE # 944)

Service Station w/ Minimart: A facility, which combines elements of a convenience
store and a gas station. Convenience food items are sold along with gasoline and
other car products; gas pumps are primarily or completely self-service. ( ITE # 945)

Service Station w/Minimart and Car Wash: A facility, which combines elements of
a convenience store and a gas station, along with a car wash. Convenience food
items are sold along with gasoline and other car products; gas pumps are primarily
or completely self-service. The car wash may be purchases separately or in
connection with other facility services. (ITE # 946)

Carwash: Manual operations where the driver parks and washes the vehicle in a
stall, or an automated facility for the same purpose. (ITE # 947)

Movie Theater: Consists of audience seating, one or more screens and auditoriums,
and a lobby and refreshment stand. Typically includes matinee showings.
(ITE # 445)

Health Club: Health clubs are privately owned facilities that primarily focus on
individual fitness or training. They generally offer exercise or dance classes,
weightlifting, fitness and gymnastics equipments, spas, massage services, locker
rooms and small restaurants or snack bars. These may also include ancillary
facilities, such as swimming pools, whirlpools, saunas and tennis. (ITE # 492)

Racquet Club: Racquet clubs are privately owned facilities primarily catering to
racquet sports, tennis, racquetball, or squash - indoor or outdoor. (ITE # 491)

Marina: A facility providing moorage for boats. (ITE # 420)

Commercial-Institutional

High School: High Schools serve students who have completed middle or junior
high school. Both public and private high schools are included in this land use.
(ITE # 530)

Elementary and Junior High School: These are facilities of education serving
students attending kindergarten through students who have not yet entered high
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school. These include public and private schools. Schools often provide bus services
of varying length, depending upon the type of school and grade level. Elementary
School and Junior high School are grouped together with common trip-making
characteristics during the PM peak period. (ITE # 520)

University/College: Facilities of higher education including two-year, four-year and
graduate-level institutions. (ITE # 550)

Church: A building providing public worship facilities. Generally houses as
assembly hall or sanctuary, meeting rooms, classrooms, and occasionally dining
facilities. (ITE # 560)

Hospital: A building or buildings designed for the medical, surgical diagnosis,
treatment and housing of persons under the care of doctors and nurses. Rest homes,
nursing homes, convalescent homes and clinics are not included. (ITE #610)

Commercial-Restaurant

Restaurant: An eating establishment, which sells prepared food or beverages and
generally offers accommodations for consuming the food or beverage on the
premises. Usually serves breakfast, lunch, and/or dinner; generally does not have a
drive-up window. (ITE # 391)

Fast Food Restaurant: An eating establishment that offers quick food service and a
limited menu of items. Food is generally served in disposable wrappings or
containers, and may be consumed inside or outside the restaurant building. May
have a drive-up window. (ITE # 933, 934)

Tavern: A tavern contains a bar where alcoholic beverages and snacks are served
and possibly some type of entertainment such as music, television screens, video
games, or pool tables. (ITE # 936)

Industrial

Light Industrial/High Technology: A facility where the primary activity is the
conversion of raw materials or parts into finished products. Generally also have
offices and associated functions. Typical uses are printing plants, material testing
laboratories, bio-technology, medical instrumentation or supplies, communications
and information technology, and computer hardware and software. (ITE # 110)
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Industrial Park: Industrial parks are areas containing a number of industrial or
related facilities. They are characterized by a mix of manufacturing, service and
warehouse facilities with a wide variation in the proportion of each type of use from
one location to another. Many industrial parks contain highly diversified facilities,
some with a large number of small businesses and others with one or two dominant
industries. Research centers are facilities or groups of facilities devoted nearly
exclusively to research and development activities. While they may also contain
offices and some light fabrication areas, the primary function is that of research and
development. (ITE # 130)

Warehousing/Storage: Facilities that are primarily devoted to the storage of

materials, including vehicles. They may also include office and maintenance areas.
(ITE # 150)

Commercial-Retail

Shopping Center, general Retail: An integrated group of commercial establishments
that is planned, developed, owned, or managed as a unit. On-site parking facilities
are provided, and administrative office areas are usually included. (ITE # 820)

Automobile Parts Sales: A facility that specializes in the sale of automobile parts for
do-it-yourself maintenance and repair. These facilities are not equipped for on-site
vehicle repair. (ITE # 943)

Auto Care Center: An automobile care center houses numerous businesses that
provide automobile-related services, such as repair and servicing, stereo installation
and seat cover upholstering. (ITE # 942)

Car Sales (New and Used): Facilities are generally located as strip development
along major arterial streets that already have a preponderance of commercial
development. Generally included are auto services and parts sales along with a
sometimes substantial used-car operation. Some dealerships also include leasing
activities and truck sales and servicing. (ITE # 841)

Convenience Market: A use which combines retail food sales with fast foods or
take-out food service; generally open long hours or 24 hours a day. (ITE # 851)

Discount Club: A store or warehouse where shoppers pay a membership fee in
order to take advantage of discounted prices on a wide variety of items such as food,

clothing, tires, and appliances; many items are sold in large quantities or bulk.
(ITE # 861)

Electronics Superstore: A free-standing warehouse type facility with off-street
parking. Generally offers a variety of customer services (televisions, compact disc
and cassette tape players, compact discs and tapes, cameras, radios, videos, and
general electronic accessories; possibly major home appliances) and centralized
cashiering. (ITE # 863)
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Free-Standing Discount Store: A free-standing store which offers a variety of
customer services, centralized cashiering, and a wide range of products (not
including groceries). They typically maintain long store hours seven days a week.
(ITE # 815)

Furniture Store: Furniture stores specialize in the sale of furniture, and often,
carpeting. The stores are generally large and include storage areas. (ITE # 890)

Hardware/Paint Store: A free-standing or attached store with off-street parking
providing hardware and paints services. (ITE # 816)

Home Improvement Superstore: A free-standing ware house type facility (25,000-
150,000 gsf) with off-street parking. Generally offers a variety of customer services
(home improvements; lumber, tools, paint, lighting, wallpaper, kitchen and
bathroom fixtures, lawn equipment, and garden equipment) and centralized
cashiering. (ITE # 862)

Other Retail Sales: These developments are generally small strip shopping centers
that contain a variety of retail shops and specialize in quality apparel, hard goods,
and services, such as real estate offices, dance studios, florists, salons and small
restaurants. (ITE # 814)

Nursery/Garden Center: A free-standing building with a yard of planting or
landscape stock offered to the general public (i.e. not wholesale). May have
greenhouses and offer landscaping services. Most have office, storage, and shipping
facilities. (ITE # 817)

Pharmacy (with drive-through window): A pharmacy which sells prescriptions and
non-prescription drugs, cosmetics, toiletries, medications, stationery, personal care
products, limited food products, and general merchandise. Contain drive-through
windows. (ITE # 881)

Quick Lubrication Vehicle Shop: A facility where the primary activity is to perform
oil change services for vehicles. Automobile repair service is generally not
provided. (ITE # 941)

Video Rental: A business specializing in the rental of home movies and video
games. Typically maintain long store hours and are usually open seven days a
week. (ITE # 896)

Supermarket: Retail store which sells a complete assortment of food, food
preparation and wrapping materials, and household cleaning and servicing items.
(ITE # 850)

Tire Store: A facility that provides sales and marketing of tires for automotive
vehicles. Services typically include tire installation and repair, as well as other
automotive maintenance or repair services and customer assistance. These stores
generally do not contain large storage or warehouse areas. (ITE # 849)
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Commercial-Office

General Office: An administrative office building houses one or more tenants and is
the location where affairs of a business, commercial or industrial organization,
professional person or firm are conducted. The building or buildings may be
limited to one tenant, either the owner or lessee, or contain a mixture of tenants
including professional services, insurance companies, investment brokers, and
company headquarters. Services such as a bank or savings and loan, a restaurant or
cafeteria, miscellaneous retail facilities, and fitness facilities for building tenants may
also be included. (ITE # 710)

Medical Office/Clinic: A facility which provides diagnoses and outpatient care on a
routine basis but which is unable to provide prolonged in-house medical/surgical
care. A medical office is generally operated by either a single private
physician/dentist or a group of doctors and/or dentist. (ITE # 720)
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Appendix C. Traffic Impact Fee Rates and Assessments
Comparisons with Cities and Counties

(updated 4/10/07)
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Source: Mirai Associates, Inc.

Cost per . . )
e Last Date Light Industr Shopping Center General Office . .
Jurisdiction | "y oted | P'\f'rzgak (%5,000 SF)y (1%8,080 SF) (75,000 5F) | Sngle Family Home
(* currently being updated) Rate Assessment Rate Assessment Rate [ASREESINENE Rate Assessment
Cities
Kirkland-Current
(50%) $877 $1.37 $102,750 $1.52 $152,000F $2.73] $204,750 $966 $966
Kirkland- Proposed $3,398 $5.29 $396,750 $4.02 $402,0001 $6.64] $498,000 $3,432 $3,432
Auburn Oct-06 $2,663 $4.87 $365,250 $4.89 $489,000, $6.07| $455,250 $3,138 $3,138
Sumner Oct-06 $1,415 $1.54 $115,500, $2.95 $295,000 $1.78] $133,500 $1,177 $1,177
Puyallup Jun-06 $2,980 NS NS NS $3,038 $3,038
Bonney Lake NS $3,040 NS NS NS|  $3,100 $3,100
Maple Valley Oct-06 * $4,906 $4.81 $360,750] $11.97| $1,197,000] $6.57| $492,750 $4,906 $4,906
Bellevue - Low Jan-05 * $329 $0.47 $35,250( $0.57 $57,000 $0.74 $55,500 $332 $332
Bellevue - High Jan-05 * $507 $0.72 $54,000( $0.87 $87,000 $1.33 $99,750 $512 $512
Bothell Jan-02 * $2,191 $2.96 $222,000 $3.30 $330,000] $5.92| $444,000 $2,093 $2,093
Buckley NS $2,750 NS NS NS $2,093 $2,093
Covington-Low Dec-05 $986 NS NS NS $1,100 $1,100
Covington- High Dec-05 $6,812 NS NS NS $7,500 $7,500
Edmonds NS NS NS| $0.93 $93,000f $1.81] $135,750 $841 $841
Issaquah Dec-06 $4,839 NS $5.99 $599,000] $3.24| $243,000 $2,444 $2,444
Kenmore Jan-07 * $2,171 $3.38] $253,500 $2.64 $264,000 $5.14/ $385,500 $2,390 $2,390
Olympia® Jan-03 $1,483 $2.17 $162,750| $2.75 $275,000 $6.15| $461,250 $1,747 $1,747
Redmond - Low Aug-06 * d $2.11 $158,250] $2.44 $244,000] $3.86] $289,500 $1,490 $1,490
Redmond - High Aug-06 * d $7.82 $586,500] $9.03 $903,000] $14.35| $1,076,250 $5,525 $5,525
Tukwila- Low Jan-06 $807 $1.09 $81,750( $1.22 $122,000] $2.18| $163,500 $771 $771.08
Tukwila-High Jan-06 $1,425 $1.92 $144,000] $2.15 $215,000] $3.85| $288,750 $1,361| $1,361.18
Woodiinville- Low Sep-04 d $1.29 $96,750( $2.97 $297,000] $2.23| $167,250 $1,489 $1,489
Woodinville- High Sep-04 d $2.44 $183,000] $4.25 $425,000] $4.22| $316,500 $3,098 $3,098
Sammamish Nov-06 |$ 14,707 | $17.58| $1,318,500| $23.71| $2,371,000| $26.73| $2,004,750| $14,854|  $14,854
$0.00 to|
Pierce County - Low Jan-07 $36°|__$0.01° $0to $750]  $0.04 $4,000[ $0.04 $3,000 $34 $34
Pierce County - $0.14to]  $10,500 to
Median Jan-07 $1,600 ¢ $0.21° $15,750 $1.87 $187,000] $1.83] $137,250 $1,527| $1,527
$0.36 to|  $27,000 to
Pierce County - High Jan-07 $3,450 ¢ $0.54° $40,500 $4.03 $403,000]  $3.94] $295,500 $3,293 $3,293
Clark County- Low $1,750 $1.04 $78,000( $3.32 $332,000f $2.32| $174,000 $1,424 $1,424
Clark County - High $3,280 $1.94 $145,500] $6.23 $623,0000 $4.35| $326,250 $2,668 $2,668
King County Jun-05 b b NS b NS b NS Varies
Kitsap County Mar-05 $520 ¢ $0.36 $27,000 $1.84 $184,000] $0.66 $49,500 $520 $520
Snohomish County®
Inside UGA - Low Aug-06 $1,290 © $1.11 $83,250( $3.39 $339,000F $1.73| $129,750 $1,535 $1,535
Inside UGA - High Aug-06 $3,090 © $2.66 $199,500, $8.13 $813,000f $4.14| $310,500 $3,676 $3,676
Outside UGA - Low Aug-06 $1,420 ¢ $1.22 $91,500( $3.73 $373,000 $1.90f $142,500 $1,677 $1,677
Outside UGA - High Aug-06 $3,430 © $2.95 $221,250] $9.02 $902,000] $4.60| $345,000 $4,010 $4,010
NOTES:
SF = square foot
NS = not specified
“ Does not include downtown fee rates
b Case-by-case analysis for commercial fees. No rate published.
¢ Daily Rates multiplied by 10 to estimate peak hour rates
4 Costis per VMT, not trips
° Rates for 85% and 90% exemption adopted in Pierce County
City of Kirkland Page 24
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Comparison of Park Impact Fee Rates
4/07
Jurisdiction Population | Park Park Effective
Impact Fee | Impact | Date
for SF Fee for
MF
Kirkland’s current rate* 47,180 $612 $430 6/1999
Kirkland’s potential new rate $3,621 $2,368
Auburn 48,955 $3,500 $3,500 1/2007
Bellevue** 117,000 none
Bothell 31,690 $1,345 $762.35- | 2/2006
986.57
Issaquah 19,570 $3,147 $2,189 7/2006
Kenmore 19,680 $2,246 $1,468.64 | 1/2007
Mill Creek 17,460 $3,888 $2,820 1/2007
Monroe 16,170 $4,632 $3,946- 1/2007
3,551.47
Olympia 43,740 $1,843 $718- 2/2002
1,385
Redmond 49,890 $2,812 $2,261 8/2006
Renton 58,360 $531 $354 1/1994
Sammamish 39,730 $2,605 $1,505 11/2006

*In 1999, with adoption of the city’s impact fees, the City Council made a policy decision to charge 50% of
what could legally be charged for impact fees.

** Depending on location. Bellevue staff indicated that at one time they used SEPA to mitigate park
impacts, but discontinued that practice several years ago and did not opt to establish park impact fees. The
road impact fee amount has decreased over time in recognition that many of the capacity projects have been

completed.

For those multi-family rates with a range, the range depends on the type of unit or the number of units in

the complex.
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Effects of Impact Fees on the Amount of Development

Impact Fee Update Project

The City of Kirkland is currently in the process of reviewing and updating its transportation and
parks impact fees. This report includes synopses of recent major research that study the
relationships between the amount of fees and the number or value of permits issued, some
practical observations about impact fees, and a bibliography of other studies that pertain to
impact fees. The report is organized as follows:

= Pages 1-5: Summary of Research about Impact Fees
= Pages 5: Practical Observations about Impact Fees
= Pages 6-7: Bibliography of Research Concerning Impact Fees

Summary of Research about Impact Fees

We selected four studies conducted since 2002 that are representative of the research on the
relationship between impact fees and the amount and pace of development. They are presented
in chronological order:

“An Empirical Investigation of the Effects of Impact Fees on Housing and
Land Markets”

Keith R. Thlanfeldt and Timothy M. Shaughnessy. 2002

The paper evaluates studies of the effects impact fees have had on the price of new and existing
single-family dwelling units as well as undeveloped residential land, and presents research of
these relationships in Dade County, Florida.

The paper divides the theoretical literature on the incidence of impact fees in existence at the
time of the report (2002) into two categories:

1. The “old view” that treats impact fees as a one time excise tax: a fee that increases the
cost of housing and hence results in a lower net developer profit resulting in a lower
quantity of housing built while ignoring the new infrastructure that the impact fees
provide; (Altshuler and Gomez-Ibanez 1993; Huffman, et al. 1988; Singell and Lillydah;,
1990) and

2. A “new view” that brings the public facilities that the impact fees fund into the picture,
acknowledging the effect impact fees have on property tax rates and the capitalization of
the infrastructure financed through impact fees on the price of new homes.

The study concludes that impact fees increase the cost of new housing and existing housing at
the same rate. The study goes on to state that impact fees do not have a direct effect on the price

Henderson,
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of housing but it is the benefits that the impact fees provide through infrastructure
improvements/expansions that are capitalized into the price of new and existing homes. These
infrastructure improvements are viewed as benefits rather than a cost burden. In addition, new
development contributes to the tax base and the local government is able to collect more revenue
at the same tax rate. As impact fee revenue is added to the revenue stream the net result is a
lower tax rate for existing residents as well as new development (or the tax rates do not increase
as new development makes demands for public facilities and services). The study states,
“Impact fees are not borne by developers, but rather are willingly paid for by consumers because
of improved amenities or lower taxes.”

The study also concludes that “...undeveloped land values decline if the increase in the price of
housing is insufficient to guarantee developers of new housing a competitive rate of return.”
Contrary to other studies, this study makes the observation that developers may be unwilling to
pay anything other than lower costs for land due to uncertainties about whether or not impact
fees (and other development fees) will increase in the future when it is time to develop the
previously acquired land.

“Paying For Prosperity: Impact Fees And Job Growth”

Arthur C. Nelson and Mitch Moody. 2003

The paper has two purposes: (1) provide a review of academic literature on the effects of impact
fees and the economy in general and (2) to present an analysis of the relationship between impact
fees and the economy as defined by job creation. The analysis is based on an assessment of
impact fee and economic data for all 67 Florida counties for the time period 1993 to 1999.

Literature Review Summary:

1. Economical Efficiency and Impact Fees:

“When impact fees are equivalent to market prices they are considered to be efficient.”
(Altshuler and Gomez-Ibanez 1993) “A key advantage of impact fees (and user charges
generally) is the possibility of improving economic efficiency in the provision of infrastructure.
Resources are allocated efficiently when prices are equal to the marginal cost of a good—the
price to produce one or more of something.” (Downing and Frank 1983)

2. Impact Fee Effect on Land Supply:

“From an economic development perspective, the availability of key infrastructure such as water,
sewer, drainage and roads to land to make it buildable is perhaps the important ingredient to
increasing the supply of land commensurate with development pressures.” (Blair and Premus
1987)

3. Impact Fees Reduce Risk and Uncertainty:

Henderson,
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The results of studies in both Sarasota, Florida and Loveland, Colorado demonstrate that impact
fees appear to reduce the uncertainty and risk of development through the funding and
implementation of planned capital improvements and the local government’s use of impact fee
revenue to leverage other revenues to expand public facilities. (Nelson and others 1991, 1992).

Study Results:

The analysis found that impact fees had no detectible adverse effects on job growth and in fact,
impact fees seemed to facilitate job growth. The results of the analysis show that there is a
significant positive correlation between impact fees collected per building permit in one year and
job growth over the next two years. This result refutes an argument that impact fees are a “drag
on growth”. The conservative statement of the analysis results would be to say that no
noticeable adverse effects of impact fees on the economy (as defined as job growth) could be
identified. At the opposite end of the spectrum the analysis results could be interpreted as saying
that impact fees typically result in economic growth (at least in Florida in the 1990s).

The paper concludes with the caveat that the study results “should not be misconstrued to mean
that increasing impact fees will always result in job growth.” This result may not happen in
areas experiencing declining growth or that already have sufficient infrastructure to provide for
growth. However for those areas that are experiencing growth and the demand for additional
infrastructure, impact fees can enhance job growth by allowing for the increase in the buildable
land supply, even going so far as being necessary to allow growth if the community does not
have any other means to expand infrastructure to an acceptable level of service.

“Impact Fees and Housing Affordability”

Vicki Been. 2004

The report evaluates several studies that have been conducted over the last 25 years on the
subject of impact fees as a means of growth control and their effect on the affordability and
opportunities for housing.

The conclusion of the report states that existing literature doesn’t yet establish that impact fees
raise the net cost of housing, meaning the price of a residential unit after accounting for the
benefits of impact fees such as the amenities that the revenue from the fees provides and savings
on alternative financing mechanisms.

Numerous studies were sited in the report that demonstrate that, with all other things being equal,
a jurisdiction that uses impact fees presents a lower risk of higher taxes in the future while
providing certainty that the quality of life as it relates to the level of service the impact fees fund
through infrastructure will be maintained or even improved. This lower risk along with the
package of amenities that the impact fees finance makes for a more desirable market in which to
buy and sell. As long as residents perceive that the infrastructure (amenities) funded by the

Henderson,
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impact fee and/or the avoidance of an increase in the tax rates is worth the cost of the impact
fees, the impact fees are considered of value to the consumers.

If a community cannot accurately predict how much growth it will have, where the growth will
be located and what the impacts of the growth will be, “the resulting uncertainty about future tax
levels and service quality will force housing prices down, relative to housing prices in a
jurisdiction that offers less uncertainty” (Gyourko (1991); Turnball (2003)). Residents may try
to minimize the uncertainty by controlling growth.

If impact fees accurately reflect costs attributable to growth, the fees can enable growth by
providing more certainty to existing homeowners to be less reluctant to allow growth because the
impact fees reassure existing homeowners that they will not bear the downside risk of whether
growth pays its own way.

“Impact Fees and Single-Family Home Construction”

Gregory Burge and Keith Ihlanfeldt. 2005

This study presents a theoretical model that addresses the concern that impact fees are a tax on
residential development which reduces the construction of new homes, especially within the
small home market. The study encompasses 41 counties in the State of Florida over the time
period from 1993-2003. The study makes a distinction between impact fees that fund public
facilities that are normally supported with property taxes versus public facilities that are
normally supported with user fees (i.e., water and sewer fees). Of the 67 Florida counties, 41
had enacted either impact fees or water/sewer fees or both types of fees over the eleven year time
period 1993-2003.

The study findings show that impact fees may reduce housing supply by increasing developer’s
costs, or they may increase supply by indirectly reducing the developer’s project development
costs as well as easing up the development approval restrictions relating to lack of public
services (i.e.,the impact fees fund those public services which are needed to allow growth).
Impact fees provide a direct monetary benefit to the community through the development
approval process. Opposition to development by the community may be lessened if it is
understood that the impact fees will mitigate the additional demand for services that the proposed
development will require.

The results of the models used in the study indicate that
1. More housing construction occurred if the impact fees are for public facilities that would
otherwise have been paid for by property taxes rather than by user fees; and

2. Impact fees that fund public facilities that are traditionally supported with a property tax
increased construction of all size of homes within inner-suburban areas and medium to
large-sized homes within the outer suburban areas. Impact fees that reduce existing
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development’s burden of the cost of public facilities needed for new development allow
the construction of more affordable housing in suburban areas.

The study also included an estimate of the some simple housing price models to test the
hypothesis of whether or not consumers will find communities more attractive after the adoption
of impact fees or an increase in the impact fee rates because of the consumers expectation of an
improved level of service per tax dollar paid. The findings support the idea that demand for
housing increases in response to either adoption of an increase in rates of impact fees that
support public facilities that are typically supported with property tax dollars because of the
expectation of future tax savings. Changes in water/sewer rates had a much less significant
impact on the demand for housing.

In summary, the study the results show that, while impact fees directly increase developer’s costs
(and hence the cost of housing or a reduction in the supply of housing if the increased cost
cannot be recovered),
1. Impact fees may increase the housing supply by indirectly reducing a developer’s project
approval costs;
2. Impact fees may increase the housing supply by enabling more proposed developments to
be approved; and
3. Impact fees may increase the demand for housing as homebuyers realize the potential for
a reduction in future property tax liabilities.

Practical Observations about Impact Fees

The primary focus of the academic literature about impact fees is to evaluate and explain the
effects of impact fees using economic tools, models, concepts and vocabulary. In addition to
these important and powerful analyses, it is possible to view impact fees through the lens of
common sense. The following are practical observations about impact fees:

1. Impact fees are charged in places that are growing, because the fees are charged only to
the growth. If there was no growth, there would be no revenue from the impact fees.

2. Hundreds of local governments in at least 33 states charge impact fees and collect
significant amounts of revenue from those fees.

3. Impact fees in those growing communities have not stopped development. If the fees
stopped development, there would be no impact fee revenue collected by the local
governments.

4. 1t is probably impossible to determine whether or not there would have been even more
development if those communities had not charged impact fees. What is known is that
growing communities with impact fees continued to experience growth, and the impact
fees helped pay at least a portion of the infrastructure needed for that growth.

5. Impact fee revenue provides hundreds of millions of dollars for infrastructure needed by
development.
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ot % CITY OF KIRKLAND

A
g @7& Department of Public Works
¢ 2 123 Fifth Avenue, Kirkland, WA 98033 425.587.3800

"o . cikirkland.wa.us
MEMORANDUM
To: Tracey Dunlap, Director of Finance & Administration
From: David Godfrey, Transportation Engineering Manager
Date: April 10, 2007
Subject: Transportation Commission comments on impact fees

At their meeting on March 29, the Commission reviewed the draft rate study. The following are the notes
from that meeting and have been reviewed by the Commissioners who were present at the meeting:

Impact fees

Don Samdahl and Randy Young presented findings of the impact fee study. Randy Young
described the basics of Impact Fee law in Washington. Don Samdahl followed with more specifics.
He reviewed key pieces of the rate study and explained how the values were determined. Ray
Steiger explained how additional non-impact fee funding is necessary to supplement impact fees
and described how this amount increases as the value of the project list rises. The Commission
discussed the information and agreed that:

e Impact fees should be indexed to inflation

e Interlocal agreements to pay impact fees would be helpful, but should not be counted on
to replace other strategies such as regular reviews and indexing

e The rate study should be re-examined more regularly, in particular after annexation if it
occurs.

e There is a large difference between the existing rates and those proposed in the new fee
study. The sheer magnitude of this change made some commissioners feel that the
proposed levels were too high. Other Commissioners felt that the impact fees should be
implemented at 100% of the proposed level.

e There was general agreement that the less expensive, “concurrency” list as opposed to
the more expensive “capacity” list should be used as the basis for the project list.

Don Samdahl explained that Commissioner Pascal had raised a series of good questions to which
he will be responding.

The revised rate study addresses Commissioner Pascal’s key comments.
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