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ISSUE(S) 
 
Shall the City Council adopt the revised fees, re-adopt the annual escalator and make 
related revisions to the City Code? 

COUNCIL GOALS/STRATEGIES 

This action supports City Council Goal 1, Create a Strong, Sustainable Economic 
Base by charging appropriate and defensible fees for new development or new 
connections to the water and or wastewater systems to ‘buy into’ the City’s existing 
robust infrastructure. 

BACKGROUND: 
 

1. Demand fees are the one-time fees charged for new service connections to the 
City’s water and wastewater systems.  The fees are intended to recover costs 
attributable to new development.  Water and wastewater demand fees were last 
updated in 2007, with an annual inflationary adjustment to the amount of the 
fees since that time. 

2. In 2012, the City of Santa Rosa retained The Reed Group, Inc. to update the 
Demand Fees adopted in 2007.  As a result of the preliminary update, the Board 
of Public Utilities (BPU) Budget Subcommittee, City staff, and the consultant 
decided to perform a more comprehensive review and update.   

3. Based on this comprehensive study, the BPU Budget Subcommittee, the Board 
of Public Utilities, City staff, and the consultant recommend revising the fees 
using the ‘system buy-in’ methodology.   

4. New data was used to determine peak demands based on revised building code 
and landscape installation standards for new development that have been 
adopted after 2007.   
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5. These changes result in the recommended fees being significantly lower than 
fees established by the previous study which was based on a ‘combined future 
system buy-in’ methodology. 

ANALYSIS: 

1. Demand fees are charged to new development to recover costs of providing 
capacity in the existing and future water and wastewater systems.  They are 
primarily a means of equitably sharing the cost of system capacity among 
development projects that are expected to benefit from the capacity being 
provided.   

2. There are a number of accepted and widely used methods of determining 
demand fee amounts to be charged to new development.  The major 
methodologies vary between entities, mostly depending on the stage of build-out 
and the future capacity needs of their systems.   

3. The proposed 2014 fees have been calculated using the ‘system buy-in’ 
methodology.  This differs from the 2007 study which used a ‘combined future 
system buy-in’ methodology due to a variety of circumstances: 

a. The City’s Water and Wastewater Master Plans, last updated in 2007, are 
in the process of being updated and final drafts or technical memos were 
received early in 2014.  There are no major growth-related projects 
identified in these updates. The Wastewater Master Plan has eliminated 
future growth related capital improvement projects due to innovative 
improvements in the way staff operates the system and lower demand 
projections. 

b. Projections for Phase 1 of the Recycled Water Project include slower 
phasing and potential alternate funding assumptions compared to 2007. 

c. Growth has slowed since 2007 and is not expected to resume at prior 
levels in the near future. 

d. New development is being built to revised building code and landscaping 
standards which reduces peak demand factors. 

4. Under the proposed system buy-in methodology, costs are collected for new 
connections to the water and wastewater system to reimburse the City for 
existing infrastructure.  The City has sized the existing water and wastewater 
systems based on General Plan build-out and has sufficient capacity to 
accommodate planned new development. 

5. New draft Master Plans are focused on repair and rehabilitation of the existing 
water and wastewater infrastructure. 
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6. New development is required to install infrastructure to support development if it 
does not currently exist.  For example, new subdivisions install water and sewer 
mains, booster pumps, fire hydrants and storage necessary to support the 
impacts of the new development.  Existing homeowners must install water or 
sewer mains to serve their property to replace failing wells or septic systems if 
mains are not currently available. 

7. The proposed demand fees are significantly lower than the current fees.  
Depending on the type of development, proposed water demand fees are 24 to 
66 percent lower than current fees and proposed wastewater demand fees are 
15 to 58 percent lower than current fees. 

8. Staff believes the proposed revised methodology and reduced fees reflect the 
appropriate current impact of new system connections and will not adversely 
affect the existing or proposed Utilities Capital Improvement Program. 

9. Because the impact of lower fees is significant for new development, the BPU 
Budget Subcommittee and the Board recommend that Council add a provision to 
the sewer ordinance and water resolution that persons or entities paying demand 
fees beginning August 7, 2014 (the date the Board determined to recommend 
the proposed revised demand fees) and ending when this ordinance and/or 
resolution take effect may apply to the Director of Utilities for an administrative 
adjustment of the fees in accordance with the fees established by the adopted 
ordinance and resolution. 

10. Existing and proposed demand fees: 
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11. The proposed change to Title 15 of the City Code, Table 15.1, will also update 
the current average sewer flows for various Commercial, Industrial and 
Institutional users.  The proposed table has been expanded to include a wider 
variety of business types, which will streamline the process of computing 
demand fees for new or expanding Commercial, Industrial and Institutional 
operations.  
 

12. Changes to the Guide to Potable Water, Recycled Water, and Wastewater 
Policy are also recommended to correct minor and typographical errors and to 
revise the Best Available Technology program. The Best Available Technology 
program provides the opportunity for commercial operations to lower their 
demand fees by implementing and continuously operating the most efficient 
technologies, not already required by the Building Code, for reducing potable 
water and wastewater volumes.  The program is currently only available to 
restaurant and coin laundry facilities.  The proposed changes to the Guide to 
Potable Water, Recycled Water and Wastewater Policy will expand the program 
to cover any non-residential or industrial uses that would be able to achieve 
reductions with the installation of such technologies. 

13. Proposed amendments to City Code Sections 15-16.030 (C) and 15-16.050 will 
allow wastewater demand fees to be paid according to the terms of any fee 
deferral agreement pursuant to Chapter 21-01 of the City Code per the City’s 
Aggressive Economic Development Policy.  This proposed amendment makes 
wastewater demand fees consistent with all other Development Impact Fees 
regarding time of payment. . 

RECOMMENDATION: 

It is recommended by the Board of Public Utilities and the Department of Utilities that 
Council, by resolution, adopt the revised water demand fees and re-adopt the annual 
escalator and introduce an ordinance adopting the revised water and wastewater 
demand fees, re-adopting the annual escalator and making related revisions to the City 
Code. 
 

Attachments: 
 

Attachment 1: 2014 Water and Wastewater Demand Fee Study and Appendix B 

Attachment 2:  Red-line of proposed changes to City Code Title 15 (Sewers) 

 


