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DEVELOPMENT IMPACT FEES

RECOMMENDATION(S)
1. Open/close the public hearing;
2. Adopt Final Draft of Development Impact Fee Update Study prepared by Willdan

Financial Services; and
3. select Development Impact Fees.

COUNCIL PRIORITIES, GOALS & STRATEGIES
Ongoing Priorities
Enhancing Public Safety
Protecting the Environment
Maintaining Fiscal Responsibility
Supporting Our Youth
Seniors
and Entire Community
Fostering a Positive Organizational Culture

2019 Strategic Priorities
Economic Development 
Financial Stewardship
Infrastructure

GUIDING DOCUMENTS
Bikeways
Trails
Parks and Recreation Masterplan
General Plan/Housing Element
Public Safety Master Plan
Sewer System Master Plan
Vision Zero
Water System Master Plan

REPORT NARRATIVE:
This item is continued from the City Council meeting on September 4, 2019. At the 
September 4, 2019 meeting, City Council requested a continuance of the public hearing
to the October 2, 2019 meeting to give the law office Hanson Bridgett LLP more time to 

provided in 
s Public Records Act request.

Since that time, the City has produced additional materials, including numerous e-mail 
messages, in response to the Public Records Act request. Representatives from the 
Hanson Bridgett firm requested additional time to review the records, so staff requested,
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and Council granted a continuance of the hearing to a date certain of October 23, 2019.

In 2016, the City of Morgan Hill adopted its updated General Plan, outlining a plan for 
the growth of the City through the year 2035. In 2017, the City adopted its:

1) Public Safety Master Plan, serving as a foundational document for service 
delivery decision well into the future; 

2) Utilities Master Plan Documents to help the Council and the public understand 

3) Bikeways, Trails, Parks, and Recreation Master Plan to guide the improvement 
and future development of the City's bikeways, trails, parks, and recreation 
system in Morgan Hill.

More recently, in 2018, the City adopted its Storm Drainage Master Plan to evaluate the 
adequacy of the existing stormwater drainage system capacity, recommending 
improvements to mitigate existing deficiencies and for servicing future growth. Growth
brings the need for both new and expanded infrastructure. A key element of planning for 
growth is identifying the funding mechanism to pay for such infrastructures.

The City relies on various resources to fund new infrastructure; a portion of funding may
come from outside sources, such as federal or state grants, but much of the funding, 
must be raised at the local level. Therefore, the City works to ensure that new 
development pays for the infrastructure needs it creates. The City has in place a 
development impact fee program, assessing various impact fees to new developments 
to fund infrastructure improvements. Such fee assessments are allowed under the 
Mitigation Fee Act, California Government Code Section 66000 et seq ).

The General Plan requires the City to periodically update the schedule of development 
impact fees authorized by the Act to address the impacts of growth on City 
infrastructure. 

chment No. 1), prepared by Willdan Financial Services, was released to the 

The maximum justified total impact fees shown in this study would increase total impact 
fees by about 17% to 37% for residential development, depending on dwelling unit type 
of residential construction, and by about 11% to 48% for non-residential development, 
depending on type of construction. The increases are significant in both dollar and 
percentage terms. However, they are necessary as fees collected would enable the City 
to maintain adequate public facilities to accommodate new development.

The table below shows the total maximum justified impact fee, change amount, and 
percentage increases from the current City
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On February 20, 2019, the Update Study was introduced to the City Council. The City 

presented in the Update Study. In addition, Council had agre
recommendation for the following items: 

Reduce the total Priority Bikeways projects to one-third or approximately $4 
million as the City realistically would only be able to raise $3 million from outside 
sources for the projects, resulting in a lower than maximum justified traffic impact 
fee schedule.

Reduce the new parks to be built by half due to lack of outside sources to fund 
the operating and maintenance (O&M), resulting in a lower than maximum 
justified park impact fee schedule.

Full implementation on July 1, 2019, without phasing in the increases.

On March 21, 2019, two community meeting sessions were held at the Development 
Services Center Grand Conference Room. A total of six (6) community members 
attended the meetings. Concerns raised included the phasing in of increases, and 
accessory dwelling unit (ADU) density. The majority of the community members that 
attended the meetings expressed that both in the dollar and percentage terms, the 
increases from the existing fees are high and the proposed amount does not take into 
account the Residential Development Control System (RDCS) contributions which 
amounted to an average of approximately $18,000 per allotment, based on the last 
RDCS competition. As such, they requested that Council reconsider the phase-in 
directive that the Council provided to the staff at the February 20, 2019 meeting.

10

Packet Pg. 280



As for the ADU fees, some community members believe the density factor used in the 
Update Study is high. Morgan Hill Municipal Code Chapter 18.84 and existing state law 
allow owners to build a maximum of 1,200 square feet for a detached structure. The 
Update Study uses a residential density factor of 2.0 residents per unit for this category. 
After further consultation with Planning staff members, staff believes the factor used in 
the Update Study is appropriate and no further adjustment is recommended. In addition, 
this is the same factor that was used in prior studies.

On April 2, 2019, staff received a letter from the law office of Hanson Bridgett LLP 
(Attachment No. 6), raising concerns involving technical aspects of the Act, and 
potential impact to affordable housing development in Morgan Hill from the proposed 
impact fee increases. 7) addresses the impact on 
affordable housing development in 
(Attachment No. 8) addresses the technical aspects of the mitigation fee act.

Based on the comments received from the community, staff and consultant have made 
the following changes to the Update Study that was introduced to the City Council in 
February 2019:

Adjust the overall dwelling units in order to match residential population growth 
outlined in General Plan 2035, using the latest density factors

Changed the Multi-Family residential units to Greater or Less Than 1,200 SF

Adjust costs for inflation to June 2019

Added more text throughout to better describe increased project costs

Remove Police and Fire impact fees from the General Public Facilities to Public 
Safety Facilities

Due to potential changes in state legislation, staff is now recommending that City 
Council only accept the impact fee increases from the Update Study that would impact 
public health and safety. These include Traffic, Water, Storm Drainage, and Public 
Safety Facilities fees. Fees that are not related to public health and safety, including
General Public Facilities and Parks are proposed to be excluded from the update. An 
update to the Library Facilities impact fee is also proposed to be included because the 
Update Study shows the proposed impact fee amount is lower than the existing impact 
fee amount due to changes in service population.

The table below shows the total proposed impact fee, change amount, and percentage 
tal impact fee. 
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In addition to the proposed update to the select development impact fees, staff 
will be proposing amendments to the existing Quimby Act (Govt. Code § 66477)
fee ordinance, which requires residential developers to set aside land, donate 
conservation easements, or pay fees for park improvements. The amendments to the 

Additional comparison schedules to existing fees are provided as Attachment No. 3 & 4.

COMMUNITY ENGAGEMENT: Inform
Public notice was published in the local newspaper on August 23, 2019, informing the 
community of the Development Impact Fees adjustment and adoption of the new fees. 
In addition, two community meeting sessions were held on March 21, 2019, to present 
the study, and to receive feedback from the community. 

ALTERNATIVE ACTIONS:
The City Council could direct staff to make adjustments to the proposed impact fees, 
phase in the increases, or delay updating the impact fees.

PRIOR CITY COUNCIL AND COMMISSION ACTIONS:
On September 27, 2017, the City Council approved a consultant agreement with

On February 20, 2019, the Updated Study was introduced to the City Council.

On September 4, 2019, the City Council received a presentation on the revised Impact 
Fee Study and continued the item to the October 2, 2019 meeting. The item was 
subsequently continued to the October 23, 2019 meeting.
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FISCAL AND RESOURCE IMPACT: 
The 

proposed impact fees would provide sufficient funding from new development for capital 
improvements related to that development. The effective date of the updated fees will 
be 60 days from the adoption date by the City Council.

CEQA (California Environmental Quality Act):
Project, Description of CEQA requirements.

These actions are exempt from CEQA under Section 15273 of Guidelines for CEQA, 
because they establish, modify, and approve rates and charges for the purposes of 
obtaining funds for capital projects.

LINKS/ATTACHMENTS:
1. Attachment 1: Morgan Hill Development Impact Fee Update Study - Final Draft 7-9-

19
2. Attachment 2: Resolution
3. Attachment 3: DIF - Max Justified per Study vs Existing comparison 09042019
4. Attachment 4: DIF - Proposed vs Existing comparison 09042019
5. Attachment 5: Letter from BIA
6. Attachment 6: Hanson Bridgett LLP
7. Attachment 7: Staff Response to Hanson Bridgett Comments
8. Attachment 8: Willdan Response to Hanson Bridgett Comments
9. Presentation
10.Letter from Glenrock Builders
11.14 Supplement 1
12.14 Supplement 2
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