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Chapter 1 
 

INTRODUCTION & SUMMARY 
 
 

County facilities provide services for the benefit of all county residents and employees, or some 
portion of this total service population.  As the service population increases, so does the demand 
for County facilities.  As developers build new homes and non-residential buildings, the County 
must provide proportional amounts of facilities to serve this new development if it is to maintain 
existing standards. 
 
This report documents the amount and cost of new capital facilities required to serve new 
development in unincorporated areas through the year 2025.  One potential source of funding is 
public facilities fees, or impact fees, paid by new development to fund its fair share of facilities 
needs.  This report documents the maximum justified level of those fees.  The introduction to the 
Public Facilities Financing Plan summarizes the Plan under the following topics: 
 

 Public Facilities Financing in California 
 Fee Determination 
 Facilities Costs and Fee Schedules 
 Implementation and Administration 
 Collection and Disbursement 

 
This introduction is intended to provide a general understanding of the concepts and 
methodology used to design public facilities fees and a summary of the findings in this report.  
The succeeding chapters each contain a detailed analysis of the specific costs and assumptions 
involved in the calculation of each fee. 
 
 
PUBLIC FACILITIES FINANCING IN CALIFORNIA 
 
Several events during the past decades have undercut the financial capacity of local governments 
to build infrastructure: passage of Proposition 13, difficulty passing bond initiatives, and severe 
reductions in federal and state assistance.  Since Proposition 13, property taxes have been 
inadequate to fund capital needs, and have been generally insufficient for ongoing operations and 
maintenance expenses at pre-Proposition levels of service.  As an immediate response to their 
funding crisis, cities and counties throughout California cut back services, deferred maintenance, 
and reduced capital investment.  Generally, this was true of San Luis Obispo County.   
 
As a longer-term response, most cities and counties have shifted a portion of the burden of 
financing the capital costs of additional infrastructure from tax revenues and general obligation 
bonds to the new development causing the need for infrastructure.  This shift has primarily been 
accomplished through the imposition of public facilities fees, also known as development impact 
fees.  Some fee programs address only a few specific facilities, such as sewer, fire, or storm 
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drainage, while other local government fee programs are comprehensive, requiring developers to 
pay for all additions to municipal facilities needed to accommodate new development. 
 
As a result of widespread imposition of public facilities fees, the State Legislature passed AB 
1600 adding Government Code sections 66000 et seq. which lay ground rules for imposition and 
ongoing administration of fees.  The law, which became effective in January 1989, requires local 
governments to document the nexus between the amount of new development and the facilities 
that will be built to accommodate it.  The legal requirements restrict how local governments may 
impose and use public facilities fees.  Yet these requirements have also made local governments 
less vulnerable to litigation and have given developers a more predictable environment in which 
to build.   
 
The nexus principle was established by Nollan Volbrecht Surveys v. The California State Coastal 
Commission, 483 U.S. 825 (1987).  Nexus requires that the fee amount mitigate only those 
impacts new development creates for additional infrastructure to serve it.  The courts further 
refined the nexus issue in Dolan v. City of Tigard, 512 U.S. 687 (1994).  This case has 
established the concept of “rough proportionality,” whereby the fees being charged on a 
development must be proportional to the impacts that will result from the development.  Both the 
Nollan and the Dolan cases have been carefully considered in the ongoing implementation of this 
public facilities fees program. 
 
It is important to distinguish between a fee for public facilities financing and a tax.  Fees must 
conform to the conditions imposed by the Nollan and Dolan decisions and AB 1600 and be used 
exclusively to fund the capital costs of new facilities.  In addition, fees only require action by the 
elected governing board of a city or county to be imposed.  Taxes, on the other hand, may be 
used for either capital or operating and maintenance costs, and tax increases generally must be 
approved by the voters.  Consequently, it is critical in the documentation for any public facilities 
fee program to demonstrate that the fee is not greater than the cost of facilities to accommodate 
new development to avoid being challenged as a tax.  The Public Facilities Financing Plan serves 
that purpose. 
 
In contrast to most cities in the state, California counties have been far less aggressive imposing 
comprehensive fees that will fund the full costs of all additional infrastructure serving growth.  
Increasingly, however, counties are pursuing public facilities fees as a viable means of 
accommodating new development; San Luis Obispo County has levied fees on development 
since 1991.  This report is a comprehensive reassessment of the justification for it continuing to 
do so.  Public facilities fees that fund county facilities to serve the unincorporated area are 
calculated in this report.  This report serves the purpose of documenting the nexus between the 
needs generated by new development, and fees to fund facilities to serve that development. 
 
 
FEE DETERMINATION 
 
The design of a public facilities fee program follows a six-step process: (1) selecting a time 
period; (2) projecting new development; (3) determining facility service areas; (4) identifying 
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facilities to accommodate new development; (5) estimating their costs; and (6) selecting an 
appropriate and equitable means to allocate costs among new development. 
 
 
(1) Selecting Appropriate Time Period 
The determination of public facilities fees begins with the selection of the projection period for 
population and employment growth.  As with the earlier comprehensive assessment, a 20-year 
planning period is used.  The facilities needed to serve development occurring in the 2005-2025 
period are analyzed. 
 
(2) Projecting New Development 
Projections of new development provide the basis for projections of additional facilities required 
to serve growth.  The Plan uses population and employment projections provided by the planning 
departments of the County and the seven cities.  (Population, employment and square feet of new 
development are analyzed in Chapter 2.)  These projections are summarized in Tables 1-1 and 1-
2. 
 

Table 1-1 
Population Projections 

 
 2005 2025 Growth 

Countywide 247,156 328,493 81,337 
Unincorporated Areas 101,460 146,550 45,090 
Note:  Population does not include population living in group quarters. 
Source:  Planning and Building Department, San Luis Obispo County, 2005. 
 
 

Table 1-2 
Employment Projections 

 
 2005 2025 Growth 

Countywide 103,100 137,123 34,023 
Unincorporated Areas  30,105 43,351 13,246 
Source:  Town Hall Services, 2005. 
 
 
(3) Determining Facility Service Areas 
Public facilities serve different geographical areas, and fees can only fund facilities that serve 
development in the area paying the fee.  Therefore, growth forecasts and facilities needs are 
assessed for different service areas depending on the service.  As examples, libraries serve all 
residents and employees countywide, Sheriff’s patrol serves the entire unincorporated area, and 
fire stations are located only in portions of the unincorporated area. 
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(4) Identifying Facilities to Accommodate Growth 
The determination of the quantity of new facilities required to serve new development requires 
adoption of standards.  These standards establish minimum levels of service for existing and 
future county infrastructure.  Standards are often stated in terms of a department’s number of 
staff or amount of facilities per capita (e.g. acres of park land per capita).  The new facilities that 
development must fund is then calculated according to these standards and projected population 
and employment growth. 
 
The County usually can adopt standards that reduce, maintain, or increase the present levels of 
service provided for the existing population.  However, the County must use alternative funds to 
expand existing facilities if it wishes to base fees on a standard higher than the existing level of 
facilities.   
 
(5) Estimating Facilities Costs 
Building costs are based on the costs of recently constructed buildings.  (Building costs are 
discussed in Appendix A.)  Land costs are based on surveys, complemented with additional 
information specific to each service.  (Land costs are discussed in Appendix B.) 
 
(6) Allocating Facilities Costs 
The number of new residents and employees is used to determine facilities needs, while fees are 
usually paid based on the physical amount of new development (e.g. the number of dwelling 
units or amount of building space).  Thus, the final step distributes total facilities costs among 
land use categories based on the population or employment density of each category.  This 
approach ensures that fees are directly related to the cost of facilities required to accommodate a 
particular type of development.   
 
This study uses five categories: single-family residential; multi-family residential; office; retail; 
and industrial.  For most types of facilities, fees for residential projects are based upon the 
average number of residents per dwelling unit, and fees for non-residential projects are charged 
on the average number of employees per 1,000 square feet.  In some cases, such as parks and 
recreation, costs are only allocated to residential development because non-residential 
development is not assumed to generate a demand for this type of facility.  The need for fire 
facilities is based on the square footage of development protected; similarly, the fee is expressed 
in terms of a per square foot amount. 
 
 
FACILITIES COSTS AND FEE SCHEDULES 
 
Table 1-3 summarizes the costs of facilities for unincorporated area services necessary to 
accommodate development in unincorporated areas of the county to the year 2025.  Costs shown 
do not include facilities needed to improve existing standards or correct deficiencies. 
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Table 1-4 presents the public facilities fees if new development is required to fund the costs 
shown in Table 1-4.  Only new development in unincorporated areas would pay the fees because 
these facilities are associated with unincorporated services only.  The fees would not apply in 
cities (incorporated areas).  The “Fee Administration” charges are explained following the table. 
 
It can be seen that all of the residential fees except fire are levied on a per housing unit basis, 
reflecting the fact that the number of persons living in a unit (and being served by public 
facilities) is not generally proportional to the square footage of the unit.  The majority of fire 
facilities, however, protect property and thus have a closer nexus to the square footage of the 
unit.  The fire fee is thus based on the square footage being constructed.  As a result, fire fees are 
levied on additions, even though the other facilities fees are not. 
 

Table 1-3 
Cost of Facilities  

To Accommodate Unincorporated Area Growth  
(millions of 2005 dollars) 

 

 Facility Type  

 Parks $36,635,000 
 Sheriff 6,184,000 
 General Government 11,784,000 
 Fire 35,985,000 
 Library 16,270,000 
 Total $106,858,000 

 
 
 

Table 1-4 
PUBLIC  FACILITIES  FEES 

 
 

 Residential 
(per dwelling unit) 

Non-residential 
(per 1,000 building square feet) 

Facilities Single 
Family 

Multi-
Family 

Office Retail Industrial 

Parks 2,221 1,690  

Sheriff 270 205 364 218 157 
General Govt. 514 391 693 416 298 
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 Residential 
(per dwelling unit) 

Non-residential 
(per 1,000 building square feet) 

Facilities Single 
Family 

Multi-
Family 

Office Retail Industrial 

Fire 

      1,923* 
(based on sq 

ft of  
2,210) 

        870* 
(based on 

sq ft of  
1,000) 

870 870 870 

Library 438 333 230 138 99 
Subtotal 5,366 3,489 2,157 1,642 1,424 
Admin Fee 
@2.0% 107 70 43 33 28 

Total  $5,473 $3,559 $2,200 $1,675 $1,452 
 
*The fire fee is the only facilities fee on residential development that is not a fixed amount per unit; it varies 
by the size of unit.  The fee is $870 per 1,000 feet.  The table shows fees for a 2,210 sq. ft. single family home 
and a 1,000 sq. ft. multi-family home. 
 
** Applicants wishing to use the Fee Deferral alternative payment method must pay a $250 Administrative Fee 
prior to issuance of the building permit. 
 
 
IMPLEMENTATION AND ADMINISTRATION 
 
A small part of the cost of supplying the facilities to accommodate development consists of the 
documentation, administration and implementation expenses of the fee program.  At the time of 
adopting this plan in 1991, it was estimated that 2.5 percent of all fees collected appeared to be 
reasonable for these costs.  The County has monitored the actual expenses incurred compared to 
the 2.5 percent estimate.  Based on that monitoring, a 2.0 percent surcharge on all fees collected 
to cover these overhead costs is justified.  The annual review of the program, required by law, 
will verify that the assumptions on which the fees are based remain generally applicable and will 
make adjustments for inflation.  In addition, a periodic longer-term review will allow for detailed 
re-examination of all assumptions such as growth forecasts, development trends, facilities needs, 
annexation policies, inflation, and land costs.  Such reviews will help attune long range 
infrastructure planning to the County’s changing needs.  
 
The ongoing implementation and administration of a public facilities fee program involves 
adopting new procedures, training personnel, tracking facility costs and accounting for fee 
revenues.  In addition, County staff is frequently faced with particular situations in which they 
must interpret the program’s criteria and render special judgments.  Administrative guidelines 
have been established to provide staff and the development community with guidance regarding 
ongoing operation of the program.  The guidelines are intended to maintain consistent standards 
regardless of county personnel turnover or updates to the fee program.   
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COLLECTION AND DISBURSEMENT 
 
The public facilities fees are collected at time of building permit issuance, unless deferred to 
final building permit inspection according to an agreement pursuant to the Public Facilities Fees 
Ordinance. The fees will not be collected on vacant land until development occurs.  Fees will 
only be collected on developed land if the existing structures are being expanded or otherwise 
modified to allow more intense use of the property. 
 
Fee revenues for each facility area are collected in a separate trust account, and interest earned on 
fund balances are credited to that account.  Funds will be transferred from that account to 
specific accounts for construction as needed to finance the facilities required to serve new 
development.  These facilities are summarized in their respective chapters of this plan, and in 
greater detail in specific master plans prepared by each department.  The proposed facilities for 
each type of service are reflected as an attachment to the Resolution adopting the Public 
Facilities Financing Plan and will be reviewed and revised as needed through the annual review 
of the Public Facilities Fee program. The County uses the Capital Improvement Program to 
indicate the actual phasing and location of new facilities.   
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