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1.

PURPOSE

A Fiscal Impact Analysis (FIA) assesses the impacts of a private development project on
the City of Vacaville’s primary operating budget, the General Fund, which consists of
general-purpose discretionary revenues that support essential public services not covered
by special funds.

Specifically, the FIA is intended to determine the following:

o General Fund revenues and costs for the City of Vacaville that a development project
is estimated to generate based on proposed land uses and the estimated service
population.

o Whether the development project generates adequate General Fund revenue to cover
General Fund costs resulting from the project.

o Ifthe result is an annual net fiscal surplus, it means projected revenues exceed
costs, suggesting the project can financially support the services it requires and
may contribute surplus funds to the General Fund that the City can use for broader
community benefits, such as enhanced services or infrastructure investments.

o Ifthe result is an annual net fiscal deficit, it means the project may impose a
financial burden on the City.

Separately, the City may require an evaluation of the ongoing, operational costs
associated with the maintenance of project-specific public facilities, limited to eligible
services described in the Mello-Roos Act.

PROJECTS REQUIRING A FIA
All new residential development is required to submit an FIA. The following types of
residential development are exempt from this requirement.

A. Affordable housing projects with 100 percent of units affordable to households at 80%
AMI or below for at least 55 years.

B. Infill Development, which is defined for the purposes of this policy as meeting the
following criteria:

1. lIs located on vacant or underutilized land within City limits;
Is mostly surrounded by existing development;
Has access to existing City infrastructure;

Is no more than 2.5 acres; and
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Includes no more than 100 units.
C. Multifamily development with no more than 100 units.
D. Development within the Downtown Specific Plan (DTSP).

E. Projects exempted under state and federal law, including but not limited to California
Government Code section 53340(c).

F. Other types of development may be required to submit an FIA on a case-by-case
basis, as determined by the City Manager.

Each FIA submitted by project applicants shall be subject to an independent third-party



peer review. The City shall select a qualified consultant, at the applicant’s expense, to
conduct the review. The purpose of the peer review is to ensure that the methodology,
assumptions, and conclusions of the FIA are consistent with the City’s adopted policies,
current data, and industry best practices. The peer review shall be completed prior to
project approval.

FIA COMPONENTS
The following components shall be included in Fiscal Impact Analyses:

Executive Summary

Project Information

o Description

Description of the Methodology Used in the FIA

General Fund Fiscal Impacts

o Land Use and Service Population Assumptions
o General Fund Revenue Assumptions

o General Fund Expenditure Assumptions

o Net Fiscal Impact

Project-Specific Maintenance Costs for Public Facilities

METHODOLOGY
The following approaches and assumptions shall be used in the methodology for Fiscal
Impact Analyses:

A. Land Use and Service Population Assumptions
All private real estate land uses should be evaluated in a Fiscal Impact Analysis,
including residential and nonresidential uses by subcategory. The data sources used

for assumptions are mentioned below and are required to be used in the analysis, or an

equivalent data source may be used as determined by the City.

1. Residential Land Use Assumptions
Residential Land Use Assumptions shall include the following:

¢ Residential Unit Type (i.e., single-family detached, duplex, multifamily, etc.) and

for each Unit Type:

o Unit Tenure (owner-occupied; renter-occupied)
o Acreage and Number of Units

o Average Net Density

o Average Unit Size, if available

o Average Number of Bedrooms, if available

o Average Assessed Value (Market Value)

¢ Owner-Occupied Units: Based on sales price data for comparable homes sold

in the project’s jurisdiction (or other proximate jurisdictions) during a recent time



period

Renter-Occupied Units: Based on the capitalized value of rental rates for
comparable units for rent in the project’s jurisdiction (or other proximate
jurisdictions) during a recent time period

Average Annual Household Income

o For Ownership Units: Determined by the average household income
needed to afford the unit, including interest rates and mortgage rates in the
calculation.

o For Rental Units: Determined by three to four times the annual cost of rent.

Persons per Household (Estimated based on the most recent data published by
the American Community Survey. Estimates may be refined by tenure [owner-
occupied vs. renter-occupied] and unit type. Alternative data sources, such as
the California Department of Finance or CoStar, may be used with prior
approval by City staff.)

Vacancy Rate (Based on the most recent data published by the American
Community Survey, California Department of Finance, or CoStar)

Turnover Rate

Resident Service Population: Based on occupied residential units and persons
per household by type

Nonresidential Land Use Assumptions

Nonresidential Land Use Assumptions shall include the following:

Nonresidential Uses by Category and Subcategory (i.e., retail; office; industrial)
and for each Nonresidential Use Type:

o Acreage and Total Gross Square Feet
o Average Net Density
Average Assessed Value (Market Value)

Nonresidential Uses: Based on the capitalized value of lease rates for
comparable uses for lease in the project’s jurisdiction (or other proximate
jurisdictions) during a recent time period. Recent nonresidential sales for
comparable uses may also be used.

Vacancy Rate (Based on the most recent data published by the American
Community Survey, California Department of Finance, or CoStar)

Turnover Rate

Employee Service Population: Based on occupied nonresidential space and
employment density

Persons Served Service Population

The Persons Served Service Population is based on a “persons served” calculation
that combines 100 percent of residents and 50 percent of employees. This 50
percent “discount factor” applied to employees recognizes that employees do not
require the same degree of services as residents.



B. General Fund Revenue and Cost Estimating Approaches
The fiscal impact analysis shall use the most current Fiscal Year (FY) adopted General
Fund budget and either a marginal-revenue case study approach or an average-
multiplier approach to estimate project-related annual General Fund revenues and
costs. Descriptions of the two revenue and cost estimating approaches are provided as
follows.

e Marginal, Case-study Approach: An approach based on specific attributes of the
development project. City staff may determine factors that are specific to a
proposed development that may result in marginal changes to service costs or
revenues.

o Average Revenue and Cost Multiplier Approach: Uses the City’s General Fund
budgeted revenues and expenditures, unless otherwise directed by the City, on a
jurisdiction-wide service population basis to forecast revenues derived from the
estimated service population of the development project.

Offsetting Revenues

Both average multiplier and marginal, case study approaches should take into account
offsetting revenues to determine net revenues and costs, after accounting for revenues
that partially or fully offset the cost of providing public services. Offsetting revenues
should be deducted from both applicable revenue categories and departmental
expenditures, and total offsetting revenues must be equal on both sides of the ledger.

Variable Percentages for Expenditures

Each City department may be consulted to determine the percentage of current
General Fund budgeted expenditures that are considered fixed and variable, or subject
to an increase in alignment with increases in service population. Expenditures that are
assumed to be fixed would include overhead costs, director salaries, and other costs
that would not scale with the service population and therefore would be unaffected by
each new development project.

C. General Fund Revenue Assumptions
Fiscal impact analyses will include a marginal, case study approach to estimate the
following General Fund revenues, unless otherwise directed. These assumptions
assess the net increase in projected annual General Fund revenue from each of the
sources below that would result from a proposed development based on a case study
approach.

1. Real Property Tax
Project-generated property tax allocated to the city is based on the assessed value
of land and improvements and the post-Educational Revenue Augmentation Fund
(ERAF) portion of the 1 percent ad valorem tax rate estimated to be allocated to the
jurisdiction’s General Fund. This rate is determined through the taxing entity
allocations defined in the Tax Rate Area (TRA) in which the project is located and
obtained from the County Auditor-Controller.

In the case of annexations or service provider detachments (e.g., detachment from
an existing special district), the portion of the 1 percent ad valorem tax rate is

guided by the existing service provider's allocation, and any tax-sharing agreement
provisions that are in place or a negotiated agreement to split the tax rate following



annexation/detachment.

Property Taxes In-Lieu of Vehicle License Fees (ILVLF)

ILVLF is a state-instituted revenue source to account for motor vehicle license fee
revenues that were previously distributed to local governments and were
discontinued. ILVLF is calculated by applying the percentage increase in the
jurisdiction’s assessed value resulting from the Project to the jurisdiction’s current
State allocation of ILVLF revenue.

. Sales Tax

Sales tax revenues are estimated based on five separate sales tax generating
categories: household spending; visitor-generated spending; worker-generated
spending; onsite retail sales; and taxable business-to-business sales. However,
based on the specific land uses of the project, some of these categories may not be
applicable. For each sales tax-generating category, the amount of spending
captured in the jurisdiction’s boundary and in the specific project is estimated based
on an assessment of existing and proposed retail offerings in these geographies.
Other market study data may inform the capture rate.

Taxable sales by sales tax generating categories are estimated based on two
methodologies: the Market Support Method and the Retail Space Method.

The Market Support Method estimates taxable sales from new Project residents,
visitors, and employees based on their household income and consumer retail
spending habits, assuming a capture of spending in the project and in the
jurisdiction.

The Retail Space Method estimates taxable sales generated by any taxable sales-
generating uses (typically, retail uses, and sometimes, nonretail nonresidential
uses if they are expected to generate business-to-business taxable transactions).
Taxable sales from retail uses are based on industry-standard sales-per-square-
foot estimates and account for net new sales after excluding internal market
support and adjusting for shifts in consumer spending from existing retail areas
within the jurisdiction.

The Project will generate sales tax for the City through three sources: Bradley
Burns Sales Tax, Measure M, and Proposition 172 Public Safety Sales Tax.

Bradley-Burns sales tax revenue generated by the Project is calculated as the
estimated taxable sales generated by the Project multiplied by the Bradley-Burns
local 1 percent rate.

Measure M is a local sales tax add-on that was extended by Vacaville voters in
November 2016 and will sunset in 2038. The estimated growth of Measure M
revenue is determined by a 0.75 percent tax rate multiplied by the estimated growth
in taxable sales determined by the sales tax calculations for resident and employee
spending above. The net change in Measure M Revenue is then divided into two
categories:

e Portion Available for General Fund Services



e Portion Available for Other City Purposes

Proposition 172 public safety sales tax is a half-cent sales tax collected on a
countywide basis and allocated to the county, with a small portion of revenues
allocated to incorporated cities in the county. This revenue source funds police
services in the City.

Property Transfer Tax

A property transfer tax is collected at the time of sale when real property is sold,
and the revenues are split between the City and the County. The City receives
$0.275 per $500 in valuation or $0.55 per $1,000 of assessed value. Assumptions
from property tax transfers should be estimated based on property turnover rates
above, unless otherwise supportable by recent data sources.

The property tax transfer revenue shall be calculated by utilizing the new assessed
property value of a new development at buildout in the ratios mentioned above.

Transient Occupancy Tax

Transient Occupancy Tax (TOT) is collected as a percentage of lodging revenues
in local hotels, motels, and inns. Short-term rental uses are excluded from TOT. If
there is a lodging use in the project, transient occupancy tax revenue is estimated
based on the anticipated annual hotel room revenue and the jurisdiction’s transient
occupancy tax rate. Anticipated annual hotel room revenue is based on the total
number of new hotel rooms, average daily room rate, and hotel occupancy rate in
the Project, based on information provided by the project proponent and
corroborated with current real estate market data.

D. General Fund Revenues: Average Multiplier Approach
The following revenue categories should be based on an average multiplier budget
based on the General Fund of the current FY adopted budget. Project revenues are
calculated by multiplying the project person served service population by the existing
budgeted revenue amount for the City per service population citywide.

1.

Transient Occupancy Tax

New residential and nonresidential development may contribute to attracting
visitors to lodging establishments and increased TOT revenues. If there are no
lodging uses in the project, this source uses an average revenue multiplier
approach and is calculated by multiplying the project person served service
population by the existing TOT revenues per person served citywide.

Excise Taxes (Measures | and G)

Measures | and G are excise taxes approved by Vacaville voters in 1989 and 1995,
and reapproved in 2012 as an additional funding source for street maintenance,
library services, cultural events, and recreational activities. Measure | is a
combination of:

e A $4.83 charge per month on residential properties’ bimonthly utility bill,
e A two percent tax on hotel room rates (in addition to the TOT), and

e An additional business license tax on commercial establishments.



Measure G is a 1.0 percent property tax on the assets of the City’s utility funds, and
a five percent franchise tax on the City’s utility operating revenues.

This source uses an average revenue multiplier approach per person served.

Intergovernmental Transfers

Intergovernmental revenue includes transfers from State and federal agencies, as
well as other local agencies, such as schools and other county districts. There may
be transfers with revenue that may increase as a result of growth and new
development, such as the Ground Emergency Medical Transport (GEMT) and
Partnership Health Transport programs.

This source uses an average revenue multiplier approach per person served.

Other Revenues

Other General Fund revenues are listed below. Some revenues, such as the
Franchise Tax and Business License Tax, are expected to increase with growth
and new development.

e Franchise Tax
e Business License Tax

For Franchise Taxes, this source uses an average revenue multiplier approach and
is calculated by multiplying the project person served service population by the
existing Franchise Tax revenues per service population citywide.

This source uses an average revenue multiplier approach per employee.

Remaining General Fund Revenues Not Estimated
The following revenues are not expected to increase with new growth and should
not be estimated.

o RDA Pass-Through/T| Excess

e |[nterest and Rents
e Cell Tower Lease
¢ Miscellaneous

e One-Time Revenue

E. Project Growth-Related Expenditures
These assumptions assess the impacts on General Fund costs that will result from a
proposed development. Police Department and Parks Maintenance costs are
calculated based on a case study approach, with assumptions and costs identified by
City staff. All other General Fund expenditures are analyzed using an average cost
multiplier approach.

1.

Police Department

The Police Department maintains standard costs for personnel and equipment
using an average multiplier approach and should be consulted for the most recent
cost assessment. There may be other miscellaneous and project-specific costs




determined by the Police Department on a case-by-case basis, such as license-
plate reading cameras and other equipment.

Growth from new development may offset some costs, such as revenue from Prop.
172 (Public Safety Sales Tax), which is a 0.5 percent sales tax collected by the
State Board of Equalization (BOE) and is distributed to each County, which is then
distributed to each jurisdiction. Annexation into a CFD would also include police
costs and would be an offsetting revenue.

2. Public Works — Parks and Maintenance Division
Costs for impacts to parks, open space, landscaping, water basin maintenance,
and other operations managed by the Parks and Maintenance Division may be
determined on a case-by-case basis based on the scope of a development
proposal. These costs are project-specific, ongoing maintenance expenses that are
based on facilities that serve the proposed development. Revenue from CFDs and
Landscaping and Lighting Maintenance Districts (LLMDs) may offset the costs
resulting from new development.

3. Public Works — Engineering Services Division
Costs for impacts to the maintenance of public streets may be determined on a
case-by-case basis based on the scope of a development proposal. Revenue from
a CFD may offset the costs resulting from new development.

4. Other Expenditures

Other General Fund expenditures for other departments impacted by growth may
be projected using an average cost method. City staff determined a percentage for
variable expenditures, which are the portion of total expenditures that are expected
for each department that may be impacted by growth or new development. The
total variable expenditures for each department are added together and divided by
the existing service population to determine the average expenditures per service
population. The average expenditures per service population are then multiplied by
the net change in service population to determine the net change in expenditures.

5. ANNUAL UPDATE OF COST AND REVENUE ASSUMPTIONS
The City shall update the cost and revenue assumptions used in Fiscal Impact Analyses
on a regular basis, aligned with the adoption of the City’s annual budget. These updates
shall include, but are not limited to, per capita service costs, revenue multipliers, and other
key fiscal parameters. The updated assumptions shall be made available to applicants
and consultants preparing FlAs to ensure consistency in fiscal modeling.
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