Requesting Department:
Finance Department

TO: HONORABLE MAYOR AND TOWN COUNCIL
FROM: SCOTT MCCARTY, DEPUTY TOWN MANAGER / CFO
THROUGH: BRUCE GARDNER, TOWN MANAGER

RE: Public Hearing on the Town's 2024 Development
Impact Fee Study and Proposed Fees

DATE: DECEMBER 18, 2024

Staff Recommendation:
Conduct a public hearing as required under state law.

Relevant Council Goal(s):

Effective Government: KRA Financial Management, Internal Services &
Sustainability

Superior Infrastructure - Capital Improvement Program
T

Proposed Motion:
No motion is needed. The item is a public hearing only.

Discussion:

Development impact fees are an integral part of the Town’s ability to build the
necessary infrastructure associated with new development. These fees are paid
by new development (not existing residents and businesses) and are intended to
offset the cost of capital improvements related to growth. The accurate
assessment of these fees is critical to the Town’s financial sustainability by
ensuring costs are fairly paid by both existing and new residents and businesses.
The objective is to prevent existing taxpayers from subsidizing the cost of growth,
while ensuring developers pay no more than their fair share (i.e. “growth pays for
growth”).
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Five development impact fees are being updated at this time: police, fire &
medical, transportation, parks, and trails. State law is very prescriptive regarding
the process to update development impact fees. State law requires the Land Use
Assumptions (LUA) and Infrastructure Improvement Plans (IIP) be updated at
least every five years. The process to update development impact fees takes
about a year to complete and is a two-step process. One, adopt the Land Use
Assumptions and Infrastructure Improvement Plans and two, calculating the fees.
The Town Council adopted the Land Use Assumptions and Infrastructure
Improvement Plan on June 19, 2024, completing step one.

At the November 6, 2024, Town Council meeting, Town staff and the consultant
made a detailed presentation about the new, lower fees.

The proposed calendar for step two is shown below and will result in the new,
lower fees becoming effective May 12, 2025.

Proposed Impact Fee Update Schedule

(Step 2)
Step # Step Date
Focus Group Meeting #5 (Review Draft Report and
1 Proposed Fees) October 23, 2024
Authorize Notice of Intent to Assess Development November 6, 2024
2 Impact Fees Town Council Meeting
Publish Notice of Intent to Adopt Development Impact
3 Fees (2024 Development Impact Fees) November 7, 2024
30-Day Notice Period
Conduct Public Hearing on the Town’s 2024 December 18, 2024
4 Development Impact Fee Study and Proposed Town Council Meeting
Fees (Tonight)
30-60 Day Waiting Period
Adopt 2024 Development Impact Fee Study and February 5, 2025
5 Proposed Fees Town Council Meeting
75-Day Waiting Period
6 Effective Date — New Development Impact Fees May 12, 2025
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Fiscal Impact

Impact fees are calculated to cover the growth share of new
infrastructure related to new development. Per the schedule below, over
the next ten years, the new infrastructure needed is estimated to be $859
million. Of this amount, $340 million (40%) relates to growth and will be
paid by the development community. Of this amount, $87 million will
come from the proposed development impact fees.

Funding Source Funding Amount %
Town of Queen Creek $440M 51%
Construction Sales Tax 2% $207M 25%
Development Impact Fees $87M 10%
Existing Impact Fee Cash Balances $46M 5%
Development Community $340M 40%
Maricopa County Gas Tax / Other $79M 9%
TOTAL $859M 100%

Fees for all five land use categories are decreasing: single-family, multi-
family, commercial, office/other and industrial. The decrease in the fees
is mainly the result of the $207 million projected 2% dedicated
construction sales tax. This sales tax is a dollar-for-dollar reduction to
impact fees once the growth allocation of the projects are determined.
The table below provides a comparison of the current fees to the

proposed fees.

Current | Proposed | Decrease
Land Use Categories Fee Fee $ Decrease %
Single-Family $7,122 $4,512 ($2,610) (37%)
Multi-Family $5,077 $3,399 ($1,678) (33%)
20K Square Foot Retail $101,860 | $57,620 | ($44,240) (44%)
50K Square Foot Office $155,900 | $105,450 | ($50,450) (32%)
75K Square Foot Warehouse | $189,375 | $109,350 | ($80,025) (42%)

Attachments:

1. Presentation

2. Development Impact Fee Study Report
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