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Mid-Western Placer Regional Sewer Project 
Connection Fee Report 

 
Purpose of this Report 
 
Connection fees are one time charges used to fund capital improvements necessary for the 
expansion of a utility system. Connection fees should be proportionate and reasonably 
related to the capital facility demands of new development. This report will provide 
estimates of the connection fee required to fund future capacity demands at the Mid-
Western Placer Sewer Project (“MWPRSP”) for the future users of both the City of Lincoln 
and Placer County SMD 1.  However, this report does NOT meet the requirements of 
Government Code Section 66000 et. seq. and does NOT provide the direct nexus as 
required in the Government Code.   
 
Before connection fees can be imposed several assumptions identified in this report will 
need to be verified and justified and a direct nexus between the fees, the capacity to be 
funded and the new development to be served from the improvements must be 
demonstrated, as described below.  This report can be utilized to estimate the regional 
connection fee that will be required in order for the MWPRSP to serve new development. 
 
Connection Fee Methodology 
 
Any one of several legitimate methods may be used to calculate connection fees. The 
choice of a particular method depends primarily on the service characteristics and 
planning requirements for the facility type being addressed. 
 
Basically, the process of calculating connection fees involves two steps: (1) determining 
the cost of development-related capital improvements, and (2) allocating those costs 
equitably to various types of development.  However, the calculation of capacity fees can 
become complicated due to the many variables involved in defining the relationship 
between development and the needs for facilities. 
 
There are three basic methods used to calculate the components of a connection fee. The 
methodologies are used to determine the best measure of demand created by new 
development for each component of the connection fees. The methodologies can be 
classified as looking at the past, present, and future capacities of infrastructure. 
 

1) In instances where infrastructure has been built in advance of new development and 
there is excess capacity available to be utilized by new development, the buy-in 
methodology is utilized. Under this methodology, new development repays the 
community for previous capacity investments via the connection fee. 
 

2) The incremental expansion methodology is used when a community plans to 
provide new development the same level-of-service that is currently being provided 
to existing development in increments. Generally, utility infrastructure does not 
lend itself to this methodology given its nature of having to be in place prior to 
new development and capacity being constructed in large segments. 

 
3) The plan-based methodology utilizes an agency’s capital improvement plan and 

related master plans to determine new development’s share of planned projects. 
Projects that do not add capacity, such as routine maintenance or replacement of 
existing facilities, are not included in the fees. Projects that add capacity are 
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further evaluated as to the percentage of the project attributable to existing 
development versus new development. Only the portion of planned projects 
attributable to new development is included in the connection fees. 

 
Based on the available data, two of the three methodologies described above are used in 
this connection fee analysis.  The cost excess capacity at the current Lincoln Wastewater 
Treatment and Recycling Facility (“WWTRF”) will be allocated based on the buy-in 
methodology and the facility expansion projects utilize the plan-based methodology.   
 
Current WWTRF Capacity Utilization 
 
At the time Placer County SMD 1 users join the WWTRF in FY 2015-16, it is estimated that 
the City of Lincoln will utilize 2.8 million gallons per day (“mgd”) of plant capacity and Placer 
County SMD 1 will utilize 1.7 mgd of plant capacity, with approximately 1.4 mgd of 
remaining available plant capacity.  Of this 1.4 mgd of remaining available capacity, 
approximately 0.762 mgd is reserved for various development projects, as provided by the 
City of Lincoln and shown in Appendix A.  Therefore, only 0.638 mgd of un-reserved, 
available capacity exists at the WWTRF.   
 
The Construction, Operations and Joint Exercise of Powers Agreement (“COJA”) between the 
City of Lincoln and Placer County defines an EDU to “equal the quantity and quality of 
wastewater generated by an average single family dwelling, and which is determined based 
on 215 gallons per day per EDU and biological oxygen demand of 0.50 lb per day per EDU.”  
Thus, the un-reserved, available capacity at the WWTRF will accommodate approximately 
2,967 EDUs.  Additional capacity will need to be constructed to serve new development in 
excess of 2,967 EDUs. 
 
Cost of Capacity at the Existing WWTRF 
 
Based on the construction cost information provided by Stantec, and provided in Appendix 
B, the total cost to construct the 4.2 mgd existing WWTRF was approximately $80.4 million.  
Of the 4.2 mgd of capacity originally constructed, approximately 0.638 mgd remains 
available and un-reserved.  Therefore, approximately 15.19% of the capacity is available, as 
shown in Table 1.  Applying the buy-in methodology would mean that the remaining 
available and un-reserved capacity would be allocated a proportional share of the project 
costs.  Furthermore, since the proportional cost of the project has been unfunded since the 
treatment plant completion, carrying costs should be applied to the portion of the costs 
attributable to the available and unreserved capacity.  The actual City of Lincoln’s carrying 
costs are unknown at this time, therefore, a 20% estimate has been applied in this analysis.  
As shown in Table 1, the total cost of the available un-reserved capacity at the existing 
WWTRF is $14,651,324. 
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TABLE 1 

 
 
Anticipated WWTRF Plant Expansions 
 
Based on a plant expansion timeline provided by Stantec, and shown in Figure 1, below, 
three plant expansions will need to occur in order to accommodate new development over 
the next 30 years and serve approximately 8.1 mgd of overall average dry weather flow.   
 
In order to meet the anticipated expansion timeline, Stantec developed a list of $50 million 
of expansion project needs, expressed in 2013 dollars, and described in Figure 2. 
 

Capacity of Existing WWTRF (in mgd) 4.2
Capacity Utilized by Current City of Lincoln Users (in mgd) 2.8
Capacity Reserved by City of Lincoln Development Projects (in mgd) 0.762
Remaining Capacity at Existing WWTP 0.638
Remaining Capacity as a Percentage of Total WWTP Capacity 15.19%

Cost of Original WWTRF Capacity $80,375,600
Portion of WWTP Cost Attributable to Available Capacity $12,209,436
Carrying Cost of Available Capacity $2,441,887
Total Cost of Available, Un-Reserved WWTRF Capacity $14,651,324

Buy-In to Existing WWTRF
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FIGURE 1 

 
Source:  Stantec, July 24, 2013. 
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FIGURE 2 
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Calculating the WWTRF Connection Fee 
 
Cost of New WWTRF Capacity Per EDU 
 
As previously described, future EDUs will be responsible for funding the un-reserved, 
available capacity in the existing treatment plant, plus the cost of constructing new 
capacity, considering the estimated capacity that will be needed over the next 30 years.  As 
shown in Table 2, there is a total of 2.838 mgd of future capacity planned to be available to 
new development over the next 30 years.  Such capacity will be available either through 
space at the existing treatment plant or from future plant expansions.  All future EDUs will 
share in the cost of such capacity. 
 
As further depicted in Table 2, the 2.838 mgd of future capacity will accommodate 
approximately 13,200 EDUs.  Future EDUs of both the City of Lincoln and Placer County 
SMD 1 will be responsible for $14.7 million of costs attributable to the un-reserved, 
available capacity at the existing treatment plant plus $50 million of plant expansion costs, 
resulting in a capacity cost of $4,898 per EDU. 
 

TABLE 2 

 
 
Anticipated WWTRF Cash Flow 
 
Each new EDU should be charged a connection fee based on the new capacity cost per EDU.  
But, this cost will fund WWTRF expansion costs in the aggregate.  The project costs and 
available revenues must also be evaluated on a cash flow basis to determine whether such 
projects can be cash funded, or whether a financing may be needed due to the anticipated 
timing of when revenues will be received. 
 
In order to develop a complete cash flow, projections of the rate of growth of new 
development are needed.  However, this information has not been provided at this time.  
Therefore, this analysis assumes that the 13,200 of new EDUs that will be accommodated 
through the future WWTRF capacity will be built out evenly over the next 30 years. 
 

Un-Reserved, Unused Existing WWTRF Capacity (in mgd) 0.638
New EDUs to be Served Through Available Existing Capacity 2,967
Cost of Available Capacity at Existing WWTRF $14,651,324

Capacity to be Constructed Over Next 30 Years (in mgd) 2.2
New EDUs to be Served Through Future Capacity to be Constructed 10,233
Estimated Construction Cost of Future Capacity $50,000,000

Total Unused and Future Capacity (in mgd) 2.838
Total New EDUs to be Served 13,200

Cost of Available Capacity at Existing WWTRF per EDU $1,110
Cost of Future Capacity per EDU $3,788
Total New Capacity Cost Per EDU $4,898

Regional Sewer Treatment Connection Fee Per EDU
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Project expenditures are expected to occur based on the plant expansion timeline provided 
by Stantec, shown previously in Figure 1 of this report.  With the assumed cash flow 
resulting from the estimated development build out and resulting receipt of connection fees 
combined with the anticipated project expenditure schedule, ongoing connection fee 
revenues will not be sufficient to fund WWTRF expansion needs, as shown in Chart 1.  
Therefore, financings will be needed to bridge the timing of connection fee revenues. 
 
Based on the estimated cash flow, approximately $9.5 million of project costs will need to 
be financed in order to meet the anticipated WWTRF expansion timeline.  Chart 2 shows 
the positive cash flow with $9.5 million of financings applied. 



 

  - 8 - October 4, 2013 

 
CHART 1 
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CHART 2 
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These financings will add approximately $9.4 million in interest and financing costs to the 
overall funding needs.  This equates to approximately $713 per EDU, as shown in Table 3. 
Adding the financing costs to the per unit capacity cost results in a Regional Sewer 
Treatment Connection Fee of $5,611 per EDU.   
 

TABLE 3 

 
 
  

Un-Reserved, Unused Existing WWTRF Capacity (in mgd) 0.638
New EDUs to be Served Through Available Existing Capacity 2,967
Cost of Available Capacity at Existing WWTRF $14,651,324

Capacity to be Constructed Over Next 30 Years (in mgd) 2.2
New EDUs to be Served Through Future Capacity to be Constructed 10,233
Estimated Construction Cost of Future Capacity $50,000,000

Total Unused and Future Capacity (in mgd) 2.838
Total New EDUs to be Served 13,200

Cost of Available Capacity at Existing WWTRF per EDU $1,110
Cost of Future Capacity per EDU $3,788
Total New Capacity Cost Per EDU $4,898

Additional Debt Service Costs $9,414,616
Debt Service Cost Per New EDU $713
Regional Sewer Treatment Connection Fee Per EDU $5,611

Regional Sewer Treatment Connection Fee Per EDU
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Regional Pipeline and SMD 1 Pump Station Expansion Costs and Connection Fee 
Per EDU 
 
As previously estimated by City of Lincoln staff, two capital projects will be needed related 
to the regional pipeline and SMD 1 pump station in order to accommodate future growth, as 
shown in Table 4.  These projects are estimated to cost approximately $2.26 million, 
expressed in 2013 dollars.  These projects are attributable to future SMD 1 users, not future 
City of Lincoln users.  It is anticipated that these projects will accommodate up to 4.2 mgd, 
equating to 2.5 mgd of unused capacity, also shown in Table 4. 
 

TABLE 4 

 
 

The future capacity costs can be allocated per EDU to be served from the future capacity, 
which would result in a Regional Sewer Conveyance Connection Fee of $194 per EDU for 
future SMD 1 users. 
 
Inflation Adjustment 
 
All capital costs are expressed in 2013 dollars.  The actual connection fee should be 
adjusted to reflect construction cost inflation.  At the time a formal connection fee study is 
completed, an index should be established for annual increases in the connection fee to 
ensure that revenues keep pace with increasing construction costs. 
 
Information Needed to Validate Assumptions and Complete a Legally Defensible 
Connection Fee Study 
 
In 1987, the California Legislature adopted Assembly Bill 1600, codified as Government 
Code Sections 66000-66025 (the “Mitigation Fee Act”), which established a uniform process 
for formulating, adopting, imposing, collecting, accounting for, and protesting impact fees, 
including connection fees.  In order to impose an impact fee, a local agency must go 

Project

Anticipated 
Timeframe for 

Project 
Completion

Estimated Cost 
(in 2013 $)

Additional Storage at 11 mgd wwf $1,830,000
New Pump at 12 mgd wwf $427,000
Total $2,257,000

Capacity Created Through Projects (in mgd) 4.2
Existing Capacity (in mgd) 1.7

2.5

EDUs Served by Future Capacity 11,628

$194

Regional Pipeline and SMD 1 Pump Station 
Projects

Capacity to Accommodate Future 
Development (in mgd)

Regional Sewer Conveyance 
Connection Fee Per EDU
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through a process to establish a reasonable relationship between a development project and 
the public improvement for which the development fee is charged.   
 
A study meeting the requirements of the Mitigation Fee Act would need to make the 
following findings: 
 

1) Identify the purpose of the fee. 
 
2) Identify how the fee is to be used.  If the use is for financing public facilities, 

the facilities shall be identified. 
 
3) Determine how a reasonable relationship exists between the fee's use and the 

type of development project on which the fee is imposed. 
 
4) Determine how a reasonable relationship exists between the need for the 

public facility and the type of development project on which the fee is 
imposed. 

 
5) Determine how there is a reasonable relationship between the amount of the 

fee and the cost of the public facility or portion of the public facility 
attributable to the development on which the fee is imposed. 

 
If a development impact fee does not relate to the impact created by development or 
exceeds the reasonable cost of providing the public service, then the fee may be declared 
a special tax and must then be subject to a two-thirds voter approval. 
 
The information provided in this report is based on several assumptions and additional 
information and data support is needed in order to verify the assumptions and complete a 
valid and legally defensible connection fee study, properly demonstrating all nexus 
requirements.  The partners will need to undertake such a study before imposing connection 
fees on future users.  Any additional information provided will likely change the connection 
fee that can be justified. 
 
Information that should be obtained and evaluated as part of a connection fee study 
dictated by the Mitigation Fee Act includes: 
 

 An evaluation of the City of Lincoln’s connection fee for un-reserved and available 
capacity of the existing treatment plant to ensure that costs are not double counted. 
 

 A projection of new development and customer demand based on each agency’s 
current General Plan and known specific development projects. 

o Such a projection should include the estimated timing of build out. 
 

 Identification of additional future capital projects or plant upgrades that may have a 
component attributable to new development. 
 

 Estimated construction project expenditure schedule. 
 

 Determination of capital project contingencies that should be added to the capital 
costs identified. 
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 Development of a long-range financing plan that considers project cash flow, timing 
of anticipated revenues, and financing risks to determine the appropriate amount to 
be financed and resulting impact on the connection fees. 

 
 Analysis of pre-paid capacity and other liabilities as it relates to the connection fees 

attributable to the reserved capacity at the existing WWTRF. 
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APPENDIX A 
 
 

 
Source:  City of Lincoln, September 4, 2013. 
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APPENDIX B 

 


