
Impact Fees inCalifornia

In this episode,   M.NolanGray  chatswith    WilliamSteichenandTrevor Stockinger, twoof the
coauthorsonabrandnewCalifornia YIMBY  report : The Impact of Fees: Rethinking Local revenues
forMoreMultifamilyHousing.

Over thepast semester,Will, Trevor, and four others servedasCalifornia YIMBYResearchFellowsas
part of theirwork towardagraduatedegree.

NolanGray: SoWill and Trevor, thanks for joining theAbundancePodcast.

Will Steichen:Happy tobehere.

Trevor Stockinger: Thanks,Nolan. Yeah, glad tobehere.

NolanGray: So let's talk about an incredibly sexy topic, impact fee. I thinkmost listenersprobably
know they're a little bit of aproblem inCalifornia thatmaybe they heardabout the recent Supreme
Court decision,whichwecandiscuss, but a thousand feet,whycare about impact fees? Imean, isn't
this totally reasonable?Newdevelopment comeswith costs.Weshould internalize thosecosts and
require thedeveloper topay for theextra infrastructure.What's theproblemwith that?

Trevor Stockinger: Yeah, soNolan, I think you setout the rationale for using impact fees, and in
California in particular,wherewehaveProposition 13 restricting theability of local governments to
useproperty tax, they are a formof revenue thatmaybenecessary. I think theproblem is that like a
lot of landuseordinances and zoning, impact feescanbeused toexclude, can shutdowngrowth.
Youcan imagine aworld, and theydoexist todaywhere you raise impact fees sohigh that your
intention is not tocollect revenue, but rather to just ensure that a certain typeofperson is in your
community or ensure that there is nodevelopment in your community at all. Andgiven thehousing
crisis inCalifornia, that's a real issueweshouldbe lookingat.

Will Steichen: I think theone thing I'd add to that is just that theymakehousingmoreexpensive and
that is not helpingour housingcrisis.

NolanGray: Yeah, absolutely. So let's talk about acoupleofdetails here. I didn't realize this until you
all startedworkingon this:California impact fees are a lot higher thaneven thenext state, almost
double. The typical impact fee inCalifornia I think is double that of otherMountainWest states that
are kindof charging these fees.Why is that?Whyare impact fees inCalifornia sounusually high?

Trevor Stockinger: Soa few things. I believe it's aboutdouble that ofOregon,which is the next state,
and it's about triple thenational average for impact feesonaper-unit basis formultifamily housing. I
think as I said in the last answer, I thinkoneof thebig reasons is that local governments are looking
forways to raise revenueand in a traditionalmodel, in a traditionalworld,wewould haveproperty
taxes todo that. In somestates, local governments havecontrol over their property taxesentirely.
So theycan set thebase, theycan set the rate, and they're raising revenueonanaveragecostbasis
thatwayandable to fundprojects andpublic capital.
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InCalifornia, youdon't have that ability becauseofProposition 13. So there's a lotmore focuson
generating revenue fromother sources. Feesgenerally inCalifornia are very high, not just
development impact fees, but just user feesoverall for government services.We've also found
tangentially to this report that oneof the reasons, for example,California has automallswasoneof
thefirst places tohaveautomalls because local governmentswanted sales tax revenue, and that
was reallywhatwasdominatingover aproperty tax regime.

NolanGray: Right. So the ideahere is that becauseCalifornia jurisdictions can't chargeproperty
taxes like jurisdictions inmostof thecountry, they have to turn toother sourcesof revenue. So sales
tax, right? Local governments inCalifornia cancollect sales taxes. That's amajor sourceof revenue
and that'swhy they like sellingcars, right? That'swhy the stripofbetween theExpoLine and
DowntownCulverwill alwaysbeparking lotsor car dealerships even though thatmakes absolutely
no sense froma landing's perspective.

But thepoint about fees is interesting that this is kindof ageneral featureofCaliforniapublic
finances thatwe just charge really, really high fees. Andagain, I thinkgettingback to thecore theory,
it's like, "Well, this is justifiable if it's like that fee is necessary tocover themarginal cost ofwhat you
are asking todoorwhat you're asking thecity government todo." But these feesendupgoing far
beyond that andare used for just generating revenue. That's right. Imean,myunderstandingwas
that there arepretty strict constitutional limits on this, so you're not supposed tobeusing impact
fees for general revenue. Sohowdoes thatwork?

Will Steichen:Well, sowespokewith a lot ofdi�erent cities and there are constraints onwhat they're
supposed tobeusing themfor, butwhether thoseconstraints are followedor not is awhole
di�erent story. In a lot of cities thatwespoke to, their budgets areearmarkedpretty heavily towards
things likepolice and schools and they have very little opportunity tobediscretionarywith how they
use their budgets. So theyendupusing these fees really to start fundingoperational programsand
items that are not legal for them topay for. However,wehadmultiple interviews that hinted that
these fees are important to their operatingbudgets.

NolanGray: Yeah.Well, so let's talk about this from thecity's perspective.Whatdid youall find in a
typical city?Whatpercentof their revenue is beinggenerated from impact fees?

Will Steichen: Yeah, soonaverage, I think it's 2.6%of acity's revenuecomes from impact fees, but
that variesdrastically. So there are cities that collect up to 16%of their revenueand that canbeup to
$87million annually that onecity collects in impact fees. But on theother end, somecities collect
virtually nothing. So theway that cities use impact fees variesdrastically.Whenwecame into this
project, I thinkwe thought citieswould haveapretty consistent feeling about how theyutilize
impact fees, but early onwe realized that fromonecity to thenext, it's drastically di�erent.

NolanGray: I think itwas suchagreat findingbecausecoming into this, thiswaswork aspart of
California YIMBYEducation Fund, but alsopart of your capstoneproject atUCLA. So this is not a
strict policydocument.We're trying to just learn aboutwhat's goingonwith impact fees andexactly
to your point,Will, it blewmeaway just howmuch variation therewas. Soexactly to your point,



RanchoCordova is raising 16%of their local revenue from these impact fees, and thenFresno is
generating 1.64%.

Andso fromanarmchair theoryperspective, I was like, okay,well,maybeall thepro-growthcities
generate tonsof revenue from this andmaybeall the anti-growthcitiesdon't really generate any
revenue from this. But on the top, you'vegotRanchoCordova, and thenMountain View,which
doesn't build a lot, generating 13%.And thenat thebottom, you'vegot verypro-growth, like Fresno,
aswell asgeneratingalmost nothingaswell asourMossBeach,which somewhat infamously is
charginga$150,000per unit housing impact fee. So the sheer variation in just howmuch these fees
matter to local revenuewas really surprising tome.

Trevor Stockinger: And just to sort of jumpo�of that, if youwere to look internally atwhat is being
taggedwith an impact fee -- arewecharginganewdevelopment for newparksor public schools or
capital improvements topolice -- variesdrastically too. So there areprior studies -- for example, in
Irvine, almost all of its impact fees are related toparks,whereasmostother jurisdictions use impact
fees indi�erentways than that. Theydistribute them indi�erentways.

NolanGray:Well, let's talk about a little bit for aminute here. Parks' impact fees areprettywild. I
mean, as I understand it's rooted in theQuimbyAct,which lets themsay like... Do youwant toexplain
that because it's kindof an interesting little areaof impact fee law?

Trevor Stockinger: Yeah, so Imeanwe've started this discussion andhaven't fully definedour terms.
So just tobeclear, for thosewhoare listeningandmaynot knowwhat impact feesexactly are,
usuallywhat happens is adeveloperdecides itwants tobuild newconstruction and it canbe
residential or commercial, and the local governmentswill go to thedeveloper and say, "Well, wait a
minute,webelieve that your newdevelopment is going to imposecertain costsonpublic capital in
thecity. That couldbeparks, that couldbe schools, that couldbe roads. And theywill thencharge
thedeveloper. Theywill try tocalculate andat least theway it's supposed towork, they'll try to
calculate themarginal burdens that this newdevelopmentwill haveon thepublic capital andcharge
thedeveloper for that. Now, there arequite a fewstatutes that govern this.

Themain statute is theCaliforniaMitigation FeeAct that provides some legal standardsonwhat fees
might look like andwecanget into those. And thenQuimby, in particular, dealswithparks andnot
onlydealswith impact fees, but also the setting asideof land for parks that canbedone "in lieuof" --
youcaneither have the landdedicationor in lieu fees -- and then there's someeducationcode
statutes that alsodealwith impact feeswhen they'reparticular to apublic school district. In all
cases, however, or almost all cases I should say, and there's a little bit of reformhappeninghere, the
city has to show that the fee is reasonably related to the impact, both that thedevelopment is going
to raise... It can't be just somearbitrary thing. Youhave to show thatdevelopment is really going to
impact the roadsandyouhave to show theamount you're charging is really the amount that, at least
close to, the amount that thedevelopmentwill impact roadsby.

Will Steichen:Oneother point Iwant to just add to thatbecause I think it's important context is things
likeparks, they'republic spaces that entire communitiesget to usewhere these impact fees are
only assessedonnewdevelopment. So it's new residents andnewdevelopments that arepaying



for theseparks that theentire community is getting touse. So there's attention there, and that's the
opportunity thatwe tookor the view thatweapproached this from.

NolanGray: Yeah. That's agreatpoint. And Trevor, I want togetback to someof the rules regulating
what cities canandcan't dowhenwe talk about reform in aminute. ButWill, let's turn to that. Soon
theflip sideof this,what are cities collecting?What's the typical fee for someof thesenew
developments?As youall found, of course, it varies a lot, but generally speaking,what arewe talking
about for an impact fee, both for single-family andmultifamily?

Will Steichen: Yeah, so Trevor, correctme if I'mwrong, but I believe theaverage impact fee in
California is around$20,000.But as youmentioned,Nolan, that variesdrastically. So there are cities
that are chargingover $100,000 for a single-family unit and$60,000 to$70,000 for amultifamily
unit. Soa four-unit buildingassessed$60,000onevery single unit, you're lookingat $240,000
tackedon to that cost todo thatdevelopment.

NolanGray:Of thecities youall profiled, itwas Livermore --becausewe'regoing tonamenames --
Livermore, Fremont, andPaloAlto. Imeanall threearechargingover $75,000 just in impact fees and
to thepoint youall have raised, there are awholebunchofother fees that arebeingassessed, but
this is just purely the impact fee. And then Livermore is chargingover $100,000.Oneof the things
youall studiedwas the relative fees formultifamily versus single-family.Oneof theconcerns
historically hasbeen that jurisdictionwouldoccasionally chargehigher fees formultifamily onaper
unit basis than theywouldon single family.Whatdid youfindon that?

Trevor Stockinger: Yeah, sooneof the interestingfindings, thiswas raisedby the TernerCenter a few
years ago, and thenwe reconfirmed itwithour data, is that although it looks like single-family units
maybecharged less thanmultifamily units onaper unit basis, for example, Livermore is at $100,000
for single and$60,000 formultifamily, or the average is $21,000 inCalifornia formultifamily, but
$37,000 for single family.Whenyou lookat it on a square footagebasis, almost uniformly, the
multifamily is chargedmoreona square footbasis.

Nowwe've heard responses frompeoplewhohave reada report that says, "Well, why is it right to
lookat it on a square footagebasis?" Because youmight have the samenumberofpeople living in a
single family houseas a two-bedroomapartment, somethingalong those lines. Butwhen
developers are lookingat this orwhenevenbuyers are thinkingabout thecost ofproperty as a
practicalmatter, they're lookingat it on a square footagebasis. So youare incentivizingcertain kinds
of construction,which is single-family constructionovermultifamily construction. Andacross the
board,multifamily is typicallymore a�ordable than single family. It also ismoree�cient inmost uses
ofpublic capital, and it ismoree�cientwhen youhavemultifamily.

NolanGray: Yeah, Imean it's sucha topsy-turvyoutcome too. Imean Iwould assume that too, for the
mostpart,multifamilies areprobablymostly beingbuilt in an infill contextwhere they are already
benefiting fromsomeexisting infrastructure,whichwouldpresumably lessen its, I think, reasonable
core impact fee, let's call it that, right? Theactual realmarginal required infrastructureofpublic
services.Whereas a single family, youwould think, okay, it's probablygoing tobeonanewgreen
field and requiring newstreets and sewerbroadlymakes sense for the fees tobehigher. Just again,



evenbeforewe turn to theequity issueof justwhat impact fees are supposed tobedoing in a
perfectworld, right?

Trevor Stockinger: Yeah, I think that's right. And I think just thinkingaboutmyownexperienceof how
muchwater I use in an apartment I lived inpreviously versus thehouse I live in now, it's clear that in the
house I live in now, I'musingmorewater. So that'swherewe're atwith that. I don't know,Will, if you
haveanything toadd to it.

NolanGray: Yeah,well, so Imean let's talk about theequitypieceof this.Will, youwere starting toget
at this, Imeanof course there it's inherently a little bit of aproblem if amultifamily unit, which is going
tobe inherentlymore a�ordable, is payingahigher impact fee. But I think there's also something
that is concerning just even to the ideaof,well, we'regenerating revenueo� thebacksof themore
recent arrivals. AndWill, do youwant to talk a little about someof theequity considerations there
that youall get into?

Will Steichen: Yeah, absolutely. So let's use Livermore as theexamplewhere they're charging
$100,000 for single-family and$60,000 formultifamily. That's going tonew residents that are
moving into thesecities. And if you lookat the amountof revenue that thosecities collect from
thosehuge impact fees, if you lookat thepopulationof that city, and let's goback to thepark
examplewhereeveryone in that community has access andcanutilize that service. If youwere to
divide that revenue from impact fees just from those small groupsof new residents across theentire
community, Livermore, itwouldbe$42annually thatwouldbe spreadout toeachhousehold, not
evenperson, eachhousehold. Sowe're talkinga fewdollars amonth topay for all of this
infrastructure that is actingas abarrier todevelopment andmakinghousingmoreexpensive for new
residents. So it's really that distributional equity andputting theonusonnew residents andnew
development topay for these things that really oftentimesa lot of thewhole community is
accessingandcanbepaid for inmoree�cient andmuch smaller barrierways.

Trevor Stockinger: And just to add to that, inCalifornia, becausewehaveProposition 13 andwecan
only change the taxbasemostly at the timeof sale, imagine aworldwhere youare anexisting
resident andyouhavehadyour home for 20years andyou'repaying lowproperty taxes andyoualso
were in a communitywhere at the timeofpurchase therewere no impact fees. Andnow that shifts
andyouhavenew residentsmoving in, they're notonlypayingmoreproperty taxesbecause the tax
baseon their housewill be higher or their apartmentwill be higher, they'repayinghigher rent, but
they're alsopaying for themarginal costsofpublic capital and theoldexisting residents never had
topay that. So there's a lot of these issues and ifweadd to that, the fact that lower-income families
are looking for property now, they tend tobepeopleof color, it just exacerbates a lot of theequity
issues in society thatwehaveoverall right now.

NolanGray: Yeah, that's a really goodpoint. Imean it's taking themassive,massiveequity issuesof
Prop 13,which says if you're a household that ownedyour home in the late 1970sor your parents
owned their home in the late 1970sbecause youcan inherit your property taxbill, youpay virtually
nothingdespite having this incredibly valuable asset,whereas thenewarrivals aregoing topaynot
only thismuch,muchhigher property taxbill, they're alsogoing topayagiant impact fee. And then
of course, even just set asideall the things that I'mgoing to talk about next, just theequity concerns



there are inherent, but thenalso theprofileof aCalifornia homeowner is changing. So there is kindof
apretty intense sort of, it's a transfer fromolder,muchwealthier,whiter homeowners fromyounger,
less a�uent, tend tobemorediversepeoplewhoarebuyingahome inCalifornia in 2024, Imean it's
kindof anAFFH trainwreck, A�rmatively FurtheringFair Housing, like howdoes this policypersist?

Trevor Stockinger: Andyou see that, just talk one step further is all thesemeans that local
governments almost have touse to raise revenueat this point, these fees, sales tax, they're
traditionallywhatwouldbeconsideredamore regressive formof taxationbecausewhenwe thinkof
regressive in theway I'mgoing to speakabout it, we think aboutpayinga larger portionof your
income for the samegoodor service. Sowheneveryonegoesout andneeds tobuyeggs for a
lower-income family, the taxon thoseeggsmeansmore to them than for awealthier family. And
that's the samewithdevelopment impact fees anda lot of theway these fees are structured.

NolanGray: There's a lot ofgreatdata in the report. I'd encourage folks togocheck it out. A lot of
goodcharts.We like charts. I always say all of our reports have tobea little bit likepicturebooks. But
so youall alsodid a lot of interviewsbothwith cities anddevelopers and let'smaybe startwith cities.
I'mcurious to knowwhat youall learned from those interviews thatmaybecouldn't begleaned
necessarily purely from thedata.

Will Steichen: From thecities, itwas really theperspectiveof howcities think about these impact
fees, their relianceon them, and soon. Soa fewof the thingswe learned is that cities changed their
land-usedecisionsbasedon revenue. I talkedwithonecitymanagerwhowas very happy to say that
they hadaplot of land thatwas zoned for 1,100homesand they realized that thatwouldbeaburden
and the impact fees that theywould have toassessweren't going towork. So they just changed the
zoning to industrial and theywere very happyabout that. Itwasn't something that they thoughtwas a
problem.So thatwasonebigpiece.

Another is just howNIMBYism is in full force still in 2024and that neighborhoodadvocacygroups
and school groupsandall of thesedi�erent local communities really play abig impact in the
development that's happeningor the lackof thedevelopment that's happeningand that impact
fees arepopular to thosepeoplebecause they feel like if they'regoing tobedevelopment, at least
it's beingpaid for. So it's a very easypolitically popular item to thatgroupofpeople.

NolanGray: And Trevor,we're returning toapoint that youmadeearlier. Imeana lot of times
jurisdictions are clearly using this togenerate a lot of revenue, revenue far in excessofwhat could
probablybe justifiedonanactual legal basis of themarginal cost of theproject, but they're still
generating revenue. There are a lot of jurisdictions that seemto just be straight upusing them just as
anothermechanism toblockhousing,maybe in response toother state interventions that have like
SB9orADU lawor the things that, or AB2011, they've tried tomake it easier tobuild housing. The
statepolicymakers tookaway the zoning lever.Maybe they tookaway thediscretionary review lever
and it's like, "Well, wecan still pull this giant lever,"which is assessingan insane impact fee.Whatdid
you see to that e�ect?

Trevor Stockinger: Yeah, Imeanoneof thegoodexamplesof this, and you raised it earlier, is
HermosaBeach. So they haven'tmet their RHNAa�ordable housingdevelopment requirements



ever and inorder to nowsupposedly comply, they have rezoned their commercial district to allow
apartments, but then they are using something theydeema land recapture feeand they're trying to,
what they viewas recapture the valueof landof rezoning fromcommercial to residential. It's $104a
square foot for apartments that are fiveunits ormore.

So thatmeans that if youwere tobuild fivea thousand square foot apartments, you're addinghalf a
milliondollars onto thecost of that development,which there are lawprofessors andother
commentatorswhohavepointedout that, "Boy, this looks a heckof a lot like you're trying tomake it
soexpensive, you're never going toallow for a�ordable housingbuilding." Andyet the lip service is
we'redoing this to funda�ordable housing, that'swhere the fees are supposed togo.We talked
about the interviews from thecity o�cial's side. From thedeveloper side,wealso heard several
developers just call out Livermore, call outDanville as just having suchhigh fees that it's verydi�cult
topencil out aproject. Andoneof thedeveloperswe interviewedsaid they triedand they've tried
multiple timesand they just can't do it.

NolanGray:Getting into this and thiswhole set upof someof theconversationon interventions,
another thing thatwas surprising tome to learn is notonly is it like, "Well, there's a high impact fee,we
can't a�ord it, sowe're just notbuilding there." But also it's just totally ambiguouswhat the feeeven
is often.Doyouwant to talk a little bit about that? I didn't realize thatwasevena factor.

Trevor Stockinger: So several thingsmake it ambiguous, andwecanget into someof the reforms
that are comingabout to try to address this, but AB 1483waspromulgated in 2019 to try tomake fee
schedulesbedisclosed. At that time, therewasa survey andabout 50%of local jurisdictionswere
not complying. Therewasa subsequent reform in 2021, AB602,which requireddirect linkingof fee
schedules, andwhenwesurveyed the60 jurisdictions,we foundmaybe24%werenot complyingat
all, andanother 30%on topof that just had the fee schedulesburied. So the fee scheduleof impact
fees, just listingwhat the feeswill be if youwant tobuild is just abase level necessary item.Butwhen
you take into account that cities alsowill change the fee schedule, add to them, reduce them, and
providecredits.Whenyou just look, sometimescities have feecalculators --

that's becoming verypopular now--but the feecalculators aredeviating from it. So it's just very
hard tofindoutwhat these fees are at all, and that iswhatdevelopers really are concernedabout.
There is very little transparency and if there is no transparency, adeveloperwill notwant tobuild
therebecause they are alsoconcerned. Theother issue youhave is that fees havehistorically, and
there's reform tochange this, beenassessedat theendofwhen theconstruction is done. Soyou
can imagine aworldwhere thedeveloperplannedonacertain amountof costs and they just goup
after the twoyearsof construction is done.

NolanGray: Let's goaheadanddive into someof that then. In recent years, there havebeene�orts
to try to require that impact fees need to followa schedule and they need tobepostedonline. You
all did some researchon the rateof compliance,what'd youfind?

Trevor Stockinger:We lookedat 60 jurisdictions. The jurisdictionswere selected initially bySPUR
whohaddone this a fewyears ago, and itwas anattempt tohave thembalancedacrossdi�erent
typesof cities. They lookedat it, as I said, and found that about less than50%werecomplyingwith



fee scheduledisclosures.We lookedat it, we foundabout six 76%werecomplyingwithdisclosing
fee schedules. Somewere very hard tofind, otherswere veryold.Wesaw fee schedules, I think,
fromDavis from2009,maybe there are a fewothers thatwerequiteold, clearly not set aside
comprehensively, andnot up todate.

AB602 requires adirect link to the fee schedules nowandwasattempting to reinforce this
disclosure requirement. It also requiresdisclosureofwhat's knownas nexus studies,whichwecan
get into later. However, thesenexus studies are fiscal impact studies that aremeant to justify that
the fee is reasonably related to the impact. AndAB602 requiresdisclosureof theseFrom2018
forward.We found that only 33%of the jurisdictionsweredisclosingnexus studies. So youhave very
lowcompliance rates. AB602also required that actual development feescharged toa
development after it's beenpermitted, bedisclosed.Not a single jurisdictionwascomplyingwith
that. Notone. Soyou like charts?Wehad twocharts for three thingsbecausewecouldn't evenchart
the last one. Just beahundredpercent.

NolanGray: Thatwas another remarkable thing tome is theextent towhich jurisdictions are just
straight-upnot complyingwith someof the lawspassed in recent years.Wewill talk about someof
your clever potential reforms for fixing that. There is abill in session this year, AB2144,whichwill beef
up someof the transparency and reporting requirements, not in anyway touchingwhat impacts fees
canbecharged, but again, just saying, "Guys, let's just at least saywhat they are andhowwe
calculated them." So I didn'twant todrive right intoessential nexus andNollan-Dolan and stu�, but I
think the listener or the viewer iswarmedupnow.We'regood togo. So let's talk a little bit about the
legal basis for someof these rules. And I'msure that anyonewith evenapassing familiaritywith
Californiadevelopment hasencounteredanexus study.What's goingon there andwhat'd youfind
on those?

Trevor Stockinger: The impact fees are subject toUSconstitutional limits, and there's abasic test
that they have tocomplywith, and that iswhat youalluded to, theessential nexus and rough
proportionality requirements. Soe�ectively youhave to show that the impact has anessential nexus
with the feeor vice versa. It's reasonably related in somewayand the fee is roughlyproportionate to
the impact. So theamount is about the sameand theSupremeCourt said this doesn't have tobe
precise, but it has tobe in theballpark. TheCalifornia courts in interpreting theMitigation FeeAct
have said that under that actwe're applyinge�ectively the samestandards.Now, the trick is that
there are twoways toassess fees.

One is that the local government cango in and say, "Okay, I'mgoing to lookat this new
development. I'mgoing to individually assesswhat theparticular impacts are and I'mgoing to
specifically set a fee for that newdeveloper." Thoseareoftencalledadhoc fees.On theother hand,
youhavea lot of jurisdictions that set fee schedules aswe've alluded to, and thoseare just sort of
categoriesof landuses.Maybe it's a residentialmultifamily residential singleof various sizes and
commercial, and then they just provideanaverage fee. So that's amoregeneralizedwayof setting
fees. Interestingly,California never applied theessential nexus and roughproportionality tests to
fee schedules, so itwas a lot easier. Theyweremuchmoredeferential togovernments. Just last
month, theSupremeCourt ruled that that distinction is invalid and that all fees,whether under a fee



scheduleor individually determined, have tomeet theessential nexus and roughproportionality
test.

That's aprettyquickoverview, but thatmeans that therewill need tobe timeduringwhich the
California courts hashoutwhat thenew testwill be andhow itwill be appliedor the legislation needs
toget involved. And I thinkpretty clearlywhatwe'regoing to see is that you'regoing toneeda lot
morecomplianceon the fee schedule sideand they shouldbecomemuch stricter in theway they're
used. Theway younormally justify these is throughwhatwesaidwasanexus study. So it's kindof a
complicatedfiscal impact analysis. There are a lot of calculations involved.Often youdosomething
likeproject your growth, projectwhatpublic capital you'll need, and thencalculate howmuchon
averageeachnewdevelopmentwill cost topublic capital if you'regoing to fund it in thatway. I'll
stophere, butwecanget into someof the just inherentproblemswith those kindsof fiscal analysis.

NolanGray: That's agreat summaryof acomplicatedareaof law. And the recentdecision you're
discussing is theSheetz vCountyof El Dorado.

Trevor Stockinger: Sorry, I didn'tmention thename.

NolanGray: It's timelybecause I think it'smotivating a lot of conversations around impact fees in
Sacramento this year. Just for thosewhodon't know, theCountyof El Doradochargedanunusually
high transportation impact fee. I think itwas$23,000-$24,000 for agentlemanwhowanted toput
amanufacturedhomeonhis property. Itwasotherwise fully compliantwith the zoning. They alleged
that itwasgoing tocost $24,000 in tra�cupgrades for him todo this. They updated this under, as
theycall it, a legislativeexaction. It's subject to a reasonableness standard, not thisNollan-Dolan
standardof anessential nexus, and roughproportionality. TheSupremeCourt basically said no, it's
subject to that. And thenpuntedonall theother detailedquestions as I understand. So Imean that's
an important point toflagcertainly for policymakers and sta�ers in Sacramento, that this is probably
an areawhere the state legislation is going tohave tobeupdated to reflect this newstandard.

Trevor Stockinger: I would think so. TheMitigation FeeActdoes state for fee schedules that there
has tobea reasonable relationship, it's just that thecourts havealwaysbeen verydeferential and
what thatmeans "withoutdeference"will need tobehashedout.Other states nevermade this
distinction. Sowhenyou lookat the implementingordinances and the fee schedules in those states,
for example, therewere twodecisions fromother states cited in theSheetzdecision that I tooka
lookat. Theordinances are justmuchmoreparticularized. Youhavemuchmoreparticular fee
schedules, properties areexempted from fees, youhave feecredit schemes that are set out -- you
just don't haveasmuchdiscretion happening. And thenalso key,which is something thatWill
brought upearlier, is that in theseordinances, youare tying the feemuchmoreclosely to the
regional or the local or neighborhood impact. So if you're charginga tra�c impact fee, it can't be
usedacross town. It has tobeused for the streets in that area that are reasonably thought tobe
impactedby thenewdevelopment.

NolanGray: Andwe'll getback to you, I promise. As I said, Trevor's the attorneyon the team.So some
of thesequestions I think you're coveringhere. So Imeanoneof theconcerns I think I have is right...
Okay, great. I guess these legislativeexactions now they'll have todonexus studies, but I think youall



surveyeda fewof thesenexus studies andyouweren't especially inspiredbywhat you found.Could
you talk about that a little bit? Towhat extent are thesenexus studies accurately assessing the
marginal impactof newdevelopments andcharging I thinkwewouldcall fair fees?

Trevor Stockinger: Yeah, sure. So there are several criticismsof these typesof fiscal impact analyses
that havecomeoutover the years, andas I'mgoing tocritique them, I don'tmean to say thatpeople
aren'tworkinghard toget thenumbers right. It's just thatwhen you lookat thesefiscal analyses, they
look verymathematically precise. Yougo throughandyou try toproject thecost of newparks and
policing, et cetera, andyou sign at a number andyou try todocalculationsonwhat thepopulation
will be, and there are industry standards for howmanynew tripsper householdwill beon the road.
So there's a lot of numbers that are there, but at theendof theday, the real issue is that there's just a
lot of assumptions underlying this. And sooneexamplewouldbe thewaywe just useaccountingor
attributionmethods.

Soyou raised this earlier, Nolan andWill, but for example,wehave thought at least a common
traditional viewpoint is that residential landuse itself ismoreexpensive thancommercial landuse.
Oneof the reasonswesay that is becausewesay,well, commercial landuse, retail landuse, brings in
sales tax and residential landusedoesnot. In fact, it'smuchmore likely that thepeople living there
will usepublic services, the numberonebeingpublic schools. But that's purely because you
accounted for sales tax a hundredpercentgoing to retail. If you said, "Oh,well, thepeople living in
thesenew residenceswill bepaying someof that sales tax," then youmight comeupwith adi�erent
answer. And soyouhave these issues happeningwithin thesefiscal impact analyses and they are
opaque. And ifwe lookat thewayhistorically that in theUSwehave viewedapartments,which is very
negative, youcan imagine that someof theassumptions underlying this,whether it's deliberateor
not, embody someof thosebiases.

So youmight just inflate a numberbecause youbelieve thatpeople living in apartmentswill raise
policingcosts, somethingalong those lines. These impact fees... So that's a little bit of a long
explanation.We lookedat four newer nexus studyanalyses to just testwhether, A) theywere
complyingwith someof thenew reforms. For example, residential impact fees are supposed tobe
calculatedonaproportionate square footbasis. Sowe justwanted to test if thesenewer nexus
studiesweredoing that.Of the four,weonly foundone thatwas actually reporting andgoing to
charge feesonaproportionate square footbasis.We lookedatother issues like are theycharging
only formarginal burdensonanewdevelopmentor are theycharging thedevelopmentpotentially
more?

Andsowesawevidence that theymightbechargingmore. For example, oneof thenexus studies
we lookedatwas for tra�c impacts, andoneof theprojects thatwasbeing fundedwas touse
significantly new technology thatwas linking lights to newer electric carswith self-driving abilities,
thatweregoing to reduce tra�c. Andall of the valueof that technologychangewasbeingassigned
too�set thenewdevelopment tra�c impacts. I just find it hard tobelieve that that technologywas
not alsobenefiting theexisting residents and theexisting usersof roads. Soa little bit of a long
explanation, but hope thatwecan follow it. Yeah.



NolanGray: Yeah. Theother absurdexample you seea lot is the housinga�ordability impact fee
often assessedagainst homes that are inherentlymore a�ordable than theexistingmedian
structure, especially if it'smultifamily. Theother process thing Iwanted to talk about is the
sequencingwhen impact fees are assessed. Soagain, evenbeforewe talk about the total sizeof
impact feesormaybeevenwhen they'redisclosed,whydoes itmatterwhen impact fees are
assessedandwhatdoweknowabout how they're assessed today?

Will Steichen: Yeah, sowespokewith a lot ofdevelopers about this andhow it a�ected them in the
timing. So itmattersbecausedevelopers have toget investors upfront tobuild a home. If they're
assessedan impact feewhen they're submitting their plans,whichwas thecase formanycities,
that's hundredsof thousandsofdollars potentially before aproject evenbegins that they're having
topull froman investor. So it's just that addedbarrier and itmakesdoingadevelopment harder and
finding investors harder. So fromevery singledeveloperwespokewith, theymuchpreferred that
impact feesbeassessedat thecertificateofoccupancy.Obviously, theywant tobeable to
calculate these fees andunderstandwhat these fees are from theget-go, butbeingable toget
through thedevelopmentprocess andhaving those fees assessedat a later datemade it pencil
mucheasier for themand it just openedupmoreopportunities for development.

NolanGray: Yeah, Imean, I guess the idea there is that thedeveloper at thepoint that they havea
CertificateofOccupancy, theycan then sell the unit and immediately start generating revenueand
thenpayo� that fee. Is that the idea?

Will Steichen: Exactly. They no longer have tofinance this fee for theentiredevelopmentprocess. As
you said, theycanpass it through.

NolanGray: Right.Okay. And there is legislationcurrently active.We're recording this in themiddle
ofMayand the legislature is fickle, sowehaveno ideawhat's going topass andnotpass. But asof
mid-May, SB937, I believe,would shift these impact fees toonceacertificateofoccupancy is
issued. Sowe're tracking that.

Will Steichen: I think theone thing I'd add,Nolan, to that is citiesobviously feel theopposite. They
want theirmoneyas soonaspossible, and thatwas somethingweheardconsistently fromcities.
Manyof them, if they'reworkingwithdevelopers that they havegoodexperiencewith and the
developersworkedwith thecity often, thecitymightbewilling toadjustwhen they assess those
fees. Butby and large, theyprefer to assess those fees asearly aspossible. So there is a tension
therebetweenwhatdeveloperswant andwhat citieswant.

NolanGray:Well, I guess it couldmake sense that if certain upgrades actually doneed tobemade
commensurate to thedevelopment, itmightbe reasonable to need tochargea feeearlier. But I
think as youall suggested, somanyof these things, theparks, right? Theparks aren't being
purchased immediately anddon't need tobepurchased immediately. Thepayment into a school
capital fund thatmight result in a newschool 5, 10 yearsdown the roaddoesn't need tobeassessed
immediately, et cetera, et cetera. If there's a real health and safetybasis for things like, "Okay,we
have toupgrade the sewerbefore thepeoplemove in," thatmightmakemore senseat anearlier
stage than someof the fees that arebeingassessed, right?



Will Steichen: Yeah, you're exactly right. Imean things likewater runo�, thatwasone thatweheard
consistently fromevery city that thosewere feesor costs that they had topay for upfrontbefore a
development couldbegin. So yeah, you're absolutely right. There's a nuance therebetweenwhen
fees shouldbechargedandwhat costs are comingandwhat that timeline is.

NolanGray: Sobigpicturequestion here, and thenwe'll go toa lightning roundandcleanseour
palate. Sooneof thebigquestions that I had, andwehad this conversation about a thousand times,
but I amgenuinely curious to hearwhere youall landon this is sowhat happens ifwe limit the impact
fees that canbeassessed?Sooneconcern is,well, obviously as youall have said so far, they're
inequitable. Theydirectly increase thecost of housing. They'reoften untethered frommarginal
impacts. But oneconcern is,well, if we takeaway impact feesor reduce impact fees, this reduces
the incentive for local governments topermit newhousing. And so for example, a jurisdiction like
Sunnyvale. Sunnyvale charges incredibly high impact fees thatprobably can't be justifiedonany
reasonablebasis, but they alsopermit a lot of housing. And in a universewherewe've takenaway
impact fees, is Sunnyvalepermitting less housingor is the typical jurisdictionpermitting less
housing?Wheredid youall endupon that?Whatdoyou think about that?

Will Steichen:Cities rely on these fees. The reliance varies radically. Soweneed tounderstand that
removing impact feeswith noother sourceof revenue,without trying tocomeupwith anotherway
for cities topay for these things, is notgoing tohavegoodconsequences. Just cutting it out and
saying, "Sorry, figure it out." They'regoing tofindanotherway tocreatebarriers to housingand fund
theseprojects, or they're just notgoing todoanything. So it's really important for us to limit these
impact fees, but also understand that cities need topay for thesepublicly providedgoodsand they
need tohaveways todo that.

Sooneof the things thatwewereexcitedabout is through the legislator currently andCalifornians
aregoing to voteon it inNovember, is theACA 1,which starts tochip awayat Prop 13, and it gives
cities theability to voteon raisingproperty taxes topay for abond thatpays for housing, all of the
pieces that impact feespay for currently. Soall of the infrastructure and things like that, insteadof
having thenew residentspay for this infrastructure, aswementionedearlier, canbe spreadout to
theentire community. So really understand that just removing these impact fees is not an approach
thatwe recommend. There are hugepitfalls to that andcities need tohave this sourceof revenue.
Socoupling that restrictionor limitingof impact feeswith anotherway for cities tobring in revenue is
key.

NolanGray: Yeah, that's great. Thanks. Andwe'll chat about, I think, someof your clever solutions for
getting us to abetter placehere in a second.Want todoa lightning round?Soyouall areboth
comingoutof theUCLAMPPprogram, so I'mgoing todoa fewasaUCLAPhDstudent, I'mgoing to
doa fewUCLAquestions. Favoriteplace toget lunch inWestwood?

Trevor Stockinger:Oh, I likeNorthernCafe, personally. Really goodnorthernChinese food. Andas
someonewho's lived inBeijing, I appreciate that.

Will Steichen: This is terrible, but I never getdown toWestwood. I go to LuValle and that's it. From the
public a�airs building to theco�eeshop right next door.



NolanGray:Oh, comeon. Is there anythingoncampus,Will?

Will Steichen: Literally LuValle, theco�eeshop. That'smy life. It's prettybad.

Trevor Stockinger: Hey,Will, youAnd I havegone for drinks atBarney's.

Will Steichen: That's true.

Trevor Stockinger: Thatwasprettygood.

Will Steichen:One time.NowWestHollywood, I cangive youWestHollywoodspots.

NolanGray: Verygood. Yeah.WhatdoyouhaveonWestHollywood?Where are yougoing to lunch?

Will Steichen: AstroBurger, SantaMonica andGardner Street, $5BLTs. It's thebest.

NolanGray: I amwriting thatdown.Okay, great.What's thebest class you tookatUCLA?

Will Steichen: I tookPaavoMonkkonen's housingpolicy class, and it just blewmymind. Everyweek
westudiedadi�erent country andhow theyapproachhousingandupuntil that point, all of the
examplesof housingpolicy I'd lookedat havebeen in theUS. And tobe frank, theUShas had some
pretty terrible housingpolicies. So it just really openedmymind towhatother options areout there
andhowwecanapproach theproblemswehave.

Trevor Stockinger: I'll limitmy response to -- I'malsogetting aMaster's in SocialWelfarebesides a
Master's in Public Policy -- I'll limitmine to thepublicpolicy courses. Throughpublicpolicywork, I
tookagreat courseoutof lawschool on housing segregation anddiscrimination, that Iwould
recommend toanyone, that providedahistoryofour housingpolicies andwhether theybe
discriminatoryor during thegood timeswhenwewere trying todismantle that. Thatwas really
helpful and Iwrote a very interestingpaperonSection8housing vouchers, the fact thatwehave 19
public housingauthorities in LACounty, and that they have just radically di�erent success rates than
actually housing individuals.

NolanGray:Who taught that class?

Trevor Stockinger: RickSanders, Professor Sanders.

NolanGray:Great.Cool. Yeah, there are a lot of cool classesover in the lawschool. Best place to
workoncampus.

Will Steichen:Neverworkedoncampus.

NolanGray: You're in andout.Oh,man.Okay. Sorry,Will.

Trevor Stockinger: It's interesting. I just like sittingoutside sometimes. Imean, I think the sculpture
garden is really beautiful, somaybe that's not thegreatestworkplace, but I domybest to stay
outsidewhen I'moncampus.



NolanGray: Yeah, absolutely. The rooftoppatio too, in Luskin's prettygoodaswell.

Trevor Stockinger: Yeah.

NolanGray: Pretty nice. See,when I really need towork, I'm just in the stacks at thegrad student
library. It's brutal. I can't haveawindow. I need tohavebadcell service.

Trevor Stockinger: I used toworkon thefirst floor there andnow I've started tomoveupstairs into the
stackswhen you've really got toget someworkdone, but sometimes youneed thatbreak and
there's stillWi-Fi andall outside, so I like todo that.

Will Steichen: I apologize. Imisunderstood. Iwas thinkingabout an actual job. As far asdoing school
work, thecomputer lab in the Luskinbuilding, there are nowindows. It's superdepressing, but it is
very easy to lock in andget a lot done.

NolanGray:Will, I hear you --when Iwasdoingmy... I didmyMaster's inCity Planningat Rutgers and
it hadanice,well-lit, butwindowless and supremelyboringcomputer lab, and there's just something
about acomputer labandusingacomputer that's not your own, that actually kindofmakes you lock
in.Maybewewill bring apsychologist nextweek toexplain that.Cool. Let's stepout, and talk a little
bitmore about LA. Favorite LAbook?Canbeanovel or nonfiction.

Will Steichen: I'm sort ofpartial.Oneof theclasses I tookwasZevYaroslavsky's leaders classwhere
everyweekhebrings in adi�erent LA leader. Sohewrote abook recently and it's fromhis
perspective in LApolitics for 40years andall of thecrap that's gonedown. So I just found it
absolutely fascinating tohave this really uniqueperspective navigating throughall of the tumultuous
times LAhasgone through since the '70s. So Iwould highly recommend thatbook, I just bought in
right away.

Trevor Stockinger: Yeah, it's interestingwhenyouasked thatquestion,who immediately came to
mind, althoughnot necessarily a specificbook, is ThomasPynchonwho'swritten several books,
fictional accounts,most recent,well,most recentoneon LAwas Inherent Vice,which isn't oneof his
best, but I just enjoy hiswriting, so I'mgoing togowith that. And I do think it captures acertain LA
zeitgeist.

NolanGray: That's great. So I'm rereadingCityofQuartz right now, and I don't know if it'smy favorite,
but theprose -- it's just sobiting, and thechapter on thehomevoter or the homeowner sort of
NIMBYuprisings in the '70s and '80s. There's just suchgoodmaterial. That said,my favorite novel, I
really loveDayof the Locust. NathanaelWest. Definitelyworth reading.Most underrated
neighborhood in LosAngeles?

Will Steichen: So I'ma skateboarder, so I spenda lot of timeover in Rosemead. There are abunchof
skateparks, abunchof skate spots, andabig skatecommunity over there. Andyeah, I just love it. I
could spendweekends just cruising around.

Trevor Stockinger: Nolan,maybeyou shouldgoand then I'll comeback tomeon that one.



NolanGray: I was just lookingupRosemead. That's cool.MaxDobler, oneofour policymanagers, is a
formerdownhill skateboarder and skateboarder photographer, so I'll have toget you two
connected. I'm forever aPalmsdefender.

I'm inPalms. I thinkmostUCLAgrad students are awareofPalms, butwhenever I say I live in Palms,
evenpeoplewithin LAdon't knowabout it. It's apocketof relatively a�ordable apartments in the
middleofWest LA that'swithin aneasycommutingdistanceofCulver andUCLA. And I think it's
underrated. It's got all thechallenges that every LAneighborhoodhas, but it's like you'rewithin
walkingdistanceofbars and really good restaurants andgreat transit. That's got tocount for
something.Maybe I'm just justifyingmyown lifestyledecisions.

Trevor Stockinger: No, Imean, I'mover in Venice,whichmaybeoneof theoverratedneighborhoods
of LosAngelesor something. Imean, I love it here, but it doesn't fall into underrated.But I likePalms
too. Imean, gettingoutmore in that direction. There's a lot of fun stu�over there. I was just thinking
as someonewho liveson theWest side, I thinkmaybe it's not underrated, but it always feelsworth it
tome togo toSanGabriel Valley toeat and just enjoy. Andyou'll spendadayout there. So it's a long
trek and I think a lot of folks in Veniceor Palmswould just be like, "What are youdoing?"But I always
enjoygoingout there, so that'll bemyadd-on to that.

NolanGray: All right. I'll askonemore very LAquestion, thenwe'll jumpback into impact fees.What
are youall watching right nowonTV?

Trevor Stockinger: I'mwatchingFranklin onApple TV+.Great. I thought Iwould not like it. And I
watched thefirst coupleof episodesand it is a really, really terrific show. Theother thing I'm
watching,which is just garbage from the2000s, is anAustralian showcalledKath&Kim, and it's just
sort of fun. It's about amother anddaughter in Australia doingnonsensical things.

NolanGray: Verygood. I like that youhaveadual-trackof TV. That's good.

Trevor Stockinger: Yeah, I have tohaveadual track.

Will Steichen: A little embarrassing, but Iwas never into it, andnow I'm fully bought in is RuPaul'sDrag
Race. It is themost entertaining show I'veever seen. Andyeah, I hadnever seen it until probably six
months ago, andnow I'vewatchedsix seasons.

NolanGray: Verygood. Yeah, I don't actually know that I've ever seenanentire episode. I think I've
seen it in thebackground, but all right,Will, for you, Iwill gocheck it out and I'mgoing toblameyou. I
just finishedwatchingFallout,which Iwasobsessedwith the videogamesback in theday, and it
captures the toneof the showof thegames reallywell, and it goes fromhorrifying violence to
incredible levity in a 1950s sitcom-style tone. It nails it, but I just startedRipley last night onNetflix
andohmygosh, that is sogood.Neo-noir kindof tone.Highly, highly recommended.

Okay, that's the LA shop talk. Let's getback to the important things here, impact fees. So I think
mostpeople know if they haven't readyour report, they know,but they'll certainly knowafter
reading through thefirst fewportionsof your report that the situation's notworkingwith impact
fees. Youall sketchout, I think, somepotential reformshere. Let's firstmaybe talk aboutwhat the



options are for impact fee reformandwhat youcharacterize as themajor possibilities in this policy
space.

Trevor Stockinger: Just to summarize threeoptions.One is just toeliminate impact fees, pretty
straightforward. Theother is to cap impact fees, andwecanget intodetails of that. Andbothof
them, asWill said earlier, weneverwanted toadvocate for apureeliminationorpurecapbecause
you really doneed replacement revenuecoming fromsomewhere. Sowepair thosewithACA 1or
justmoregenerally looking for other reforms thatwill lead tomore revenue. And then the thirdone is
sort of a reform that I'll call wouldempowermoreprivate attorneygenerals,which is just sort ofmore
privateenforcement toensure that the impact fees that are chargedare actually linked to the
impacts in theway that theSupremeCourt and theCalifornia courts orCalifornia statutes require,
and there areways to incentivize that litigation. Thoseare the three.

NolanGray: Sure. So I think thefirst one that listeners should haveaclear senseofwhy that's a
problem. There are a lot of jurisdictions that raise a lot of revenue from this, andwedon't knowwhat
would happen if yougot a lot of jurisdictions thatmight respondby just dramatically scalingback
permitting. But let's talk about this secondpiecea little bitmore about alternative sourcesof
revenue.We've talkedaboutACA 1,whichwould increase thebondingauthority for jurisdictions to
just financemoreof this required infrastructure.What are someother things that the statecould
potentially do tofill someof this gapand improve thefiscal situation for cities tomake it towhere
they're not totally dependentoncharging these insane impact fees?

Trevor Stockinger:Oneof theother statutes that's up, and I haven't lookedat it in detail, but it's
related, is ACA 13. I don't know if you lookedat that, Nolan, butmyunderstanding is it's e�ectively
sort ofdoing theopposite. It's saying, "We'regoing to raise the voting requirements to stop taxes."
It's saying, "We'regoing to lowerbarriers by takingaway somepower from the voters."Whether that
goes through,we'll see. And Imean fundamentally, I thinkour viewcomingoutof thiswas the viewof
a lot of folks,which is just thatwe really needadditional reform toProposition 13 andweneed to sit
downandhavea realworld conversation aboutwhat it does to the state's finances. And that is such
a third rail inCalifornia.We recognize that, but at somepoint, it really needs tohappenbecause it's
driving a lot ofwhat's goingonhere.

NolanGray: Yeah, Imean it's somuchofourwork is in the shadowofProp 13. Trying tofigureout like,
"Okay, howdowework around this thing?" that everybodyknows is kindofbroken, but that you're
not allowed to touch. An interestingpart of your recommendationswas theprivateenforcement
piece that youdiscussed. Soweknow that a lot of cities havepassed laws requiring transparency,
requiring nexus studies and fees tobeposted, and they just don't getposted. As I understand, I
mean, the statecouldpotentially enforce that ormaybenot. In anycase,what's your vision for
allowing formaybemoreprivate right of action here?

Trevor Stockinger: Yeah, so I'manantitrust lawyerby trainingandprofession, and theCartwright Act
inCalifornia and the federal ShermanAct have this ideaof aprivate attorneygeneral thatwebelieve
these lawsare important enough thatweare incentivizing individuals tobringcases.Wedo that in
California aswell with somethingcalledPAGA, PrivateAttorneyGeneral Act, in the labor context
wherewebelieve it's important enough toenforce labor laws thatweallowemployees tobring



lawsuits andwe incentivize that.Wealsodo thatwithCEQA, I believe now.So Iwas just sort of
thinkingaboutwhetherwebring these regimes intoenforcementof impact fees.

Ifwebelieve it's important, ifweare in a crisis andwewant to respond to that crisis,maybeweneed
to start thinkingabout thatmeansof really incentivizing individuals tobring these lawsuits because
wecouldenforce theMitigation FeeAct and someof theseconstitutional requirementsbyhaving
government agenciesbring suits, but that costsmoneyand there's alwaysgoing tobea trade-o�
there.

Sowhat happenscurrently is that adeveloperwhogets hitwith feesor a homeowner canbringa
lawsuit, and theupside to that lawsuit is you just get the feedbackat theendof theday. And that's
not a verygood incentive for bringinga lawsuit because they areexpensive. It's also not a verygood
disincentive for a local government to not just chargeahigh impact feebecause thecost is so low.
Theymight aswell put in a huge fee schedule and then justwait for litigationbecause they'regoing
tobeable to settle it out easily usually because theattorney's fees are sohigh.

So the suggestion is thatwe reformandweprovide some fee-shifting andcost-shifting toallow
individualswhobring these lawsuits to recover their attorney's fees. And thengoing further than
that, the suggestionwas toprovideanautomatic treblingof the returnof the fees. Soa triplingof it,
which iswhat youdounder theCartwright Act inCalifornia, and you're e�ectively saying, "Well, for
everydollar of impact fee thatwas not justified, that thecourt findswasnotproperly justified,we're
going togive theplainti�$3." That shouldo�set thecosts andbetter incentivize litigation and
disincentivize theuseof impact fees that are not justified.

NolanGray: Andwedo this in a lot of other areasof evenCaliforniaplanning law, a lot of citizen
enforcement. Imean, this is kindof thewholebasis ofCEQA forbetter orworse, that it's very, very,
very easy for almost anybody in the state to initiate litigation if they think anythinghasbeendone
wrong.But Imean, I think this point is important just to unpack it a little bitmorebecauseexactly to
your point, especially smaller developers, smaller developersdoing smaller projects, you're not
going to launch litigation tofix acity that's not complyingwith state impact fee laws.

If you're a small local developerwhomight not haveattorneysor plannerson retainer, you'rebuilding
a small projectwhere the returns are already raisedor tight, you just don't have the time togo
throughmonthsof legal process. Andespecially formanyofour smaller buildersor general
contractorswhomightbe immigrantsor Englishmight notbe their first languageon topof all the
other hurdles thatwe throwon theseprojects saying, "Oh, by theway, youhave togo through this
lawsuit that's going to takemonths andmonths andcost youa lot ofmoney that youmight lose."
Andeven if youdowin it, youonlygetwhat youwere supposed toget. It's just abaddeal. Right?

Trevor Stockinger: That's right. Andeven someonecould say, "Well, therewasaplainti� in Sheetz
whobrought a lawsuit," but in those kindsof impact litigations, typically theplainti� is someoneelse
who isdriving that litigation. Someoneelsewasdriving theSheetz litigationwhowanted to
challenge this distinction and thatplainti�waschosenbecause they hadagoodstorybehind them.
So the kindsof reforms I'm suggestinghere are notmeant tobringmore impact litigation like that.
It'smeant toempower, like you said, individual small developers, and residentswhoaremaking small



changesandmightget hit by the impact fees, really empowering them tobring lawsuits. Now, I get
it, peopledon't necessarily like lawsuits, but it is away to try to incentivizeor disincentivize
behaviors.Goahead.

NolanGray:Well, Imean,whenacity's breaking the law, yeah, I like lawsuits. Everybodyhas an
exampleof some frivolous lawsuit theydon't like, but okay, if a jurisdiction systematically just does
not complywith state housing law, okay, yeah, sorry, it's pretty crystal clearwhat your obligations
were.Question for the twoof youhere aswewrapup, I'mcurious,whatdid youchangeyourmind
about throughoutdoing this research andwriting this report?

Will Steichen: I think forme, it's not necessarily changedmymind, but oneof thebig revelations is
that impact feesdon't onlymakenewhousingmoreexpensive, theymakeall housingmore
expensive.We found several studies that newhousinggoesupessentially one-to-one for every
impact fee, but existing housinggoesup. In one study, itwas83%,or not 83%,but 83centson the
dollar. Sonotonly is our new residents having topay for all of theseor newhomes, new
developments, having topay for all thesepublicly providedgoods, it's simply justmakinghousing
less a�ordable for everyone,whether it's a newhouseor anold house.

And so thatwas a really big understanding formebecausegoing into this, I thought impact feesonly
a�ect newdevelopment.Weneednewdevelopment, but it's usuallywealthypeople andall that. I
didn't care toomuchabout it.Once itmadesense tome that this is a�ecting theentire housing
market, includingall of theexisting stock, that shiftedhow important it is tomeandhowchanging
howweassess impact feesor lowering impact feescanpotentially havea verybige�ect.

Trevor Stockinger: I think thatwas an interestingfinding,Will -- the increase in theexisting house
prices and it really showshow incumbent homeowners are incentivized touse these. Forme, I almost
cameawaya little bitwith theopposite. I hadexpected there tobealmost no justification for impact
fees. And I think there are some, I do think it doespotentiallywhenusedproperly removepolitical
barriers. Usually, that argument though iswhen it's o�settingproperty tax,wehavea trade-o�
between two things, property taxor impact fees. InCalifornia, no trade-o�.Soa lot of the studies,
anda lot of thewritingon this are in settings that are just notCalifornia-specific, but I didwalk away
feelingmore sympathetic to theother side. I don't think that swaysmyviewpoint, but justmore
sympathetic andalsomore sympathetic for thecity o�cialwhohas adi�erent set of interests than
theNIMBYhomeowners.

So if youare acity o�cial, andWill gave this exampleearlier, who trulywants tomake their city great
and their voters haveearmarkedalmost all of themoneycoming in, all theother revenue topolicing
in schools, and youwant your city tobegreat, thenwhat choicedoyouhavebut to use impact fees
or someothermaybeeven lessdesirable revenue source. But in thatway, the voters aren't being
stuckwith their choice, right? If thecity o�cialwas notbailing themoutor the sta�, theywould've
earmarkedawaya lot of theother great services that theywanted in thecommunity. Soanyway, I
guess I'moddlymore sympathetic to someof thecounterarguments, but at theendof theday, I
think a lot of thequalitativeevidenceof howweviewapartments historically over time, really needs
toaddress theseequability issues. Youcan see it harmingour housingmarket.



NolanGray:Well, and that's I think a reasonablepoint, and it's key to ifwe'regoing tomovebeyond
this framework, youhave tounderstandwhycities havebecomedependenton these, andwedon't
doourselves anybenefit fromapolicy reformperspectiveby ignoring theperspectiveof the folks
whoarecharging these fees. So I think it's agreat report onmanymargins, but it's also verybalanced
andvery reasonable, and I think it's got adeft assessmentofwhat's politically possible.Of course,
there are a fewother authors. So Trevor andWill here,whohavebeenmyguests, are twoof the
authors. Shelby, Arias,George, andBubbaalsowere someof theother authors there. So they all, I
think, contributed really, really important aspects to thiswork. Trevor andWill volunteered to join the
podcast.

Trevor Stockinger: That's right.

NolanGray: I appreciate youall joining. So youall arewrappingupMPP, I believe you'reboth
graduating this year, is that correct?

Trevor Stockinger: That's correct.

Will Steichen: Yep.

NolanGray: Sowhat's next? Anythingexciting to shareor typeofwork that you're hoping toget into?

Will Steichen:Well, I'mwrappingupayear at thecity ofWestHollywoodwhere I'vebeenworkingon
thecity's strategic initiatives, improvingour services for peopleexperiencinghomelessness and
things like that. There's apossibility I'll continuewith thecity, but I'm interviewing for apositionwith
the state at theHousingandCommunityDevelopmentDepartment. Sowe'll seewhat happens
there.

Trevor Stockinger: That's great,Will. I wasn't awareof that. And theyputout the templatewe talked
about in our report, so that's great.

Will Steichen: I knowyourwebsite verywell.

Trevor Stockinger: So I came into this programwanting toworkwith thehomeless community
somewhatdirectly, but alsodoingpolicy advocacy. So I haven't quite figuredoutmypath forward
yet, but I think I'm looking for a job that is at thepolicy level or policy implementation level but is
linkedclosely to thehomeless community or communities that are related to it, like formerly
incarcerated folks, that kindof thing. Something like actuallyworkingat someplace like LAHSAor
thenewer entity, LACAHSA,which is doinghomelessnessprevention andhousingmightbe
interesting tome.

NolanGray: Fantastic. Trevor, I just createda stackofpapers forDonaldShoup'sparkingclass, and
theywere all about vehicular homelessness amongstudents. So very topofmind, and I'mexcited to
see theamazingwork that youdo in that field. And same to you,Will.Well, whoever brings youall on
will be very lucky. As I said,wewill be hosting the report onourwebsite. The linkwill be in the show
notes. And thanks somuch for joining theAbundancePodcast, Trevor andWill.



Will Steichen: Thanks,Nolan.

Trevor Stockinger: Thank you,Nolan, for havingus.


