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The recently reported increases in Petaluma’s housing fees from $38,000 to $72,000 needs to be looked at in a different way.  Presuming the previous “normal” market for housing, the increases aren’t what they seem to be.

First off, houses aren’t sold for what it costs to build them plus some fixed percentage increase for the developer’s profit.  Homes are sold for “what the traffic will bear” as determined by market conditions at the time of sale.

We’ve all seen the situation in recent years where housing developments are sold off in Phase 1, Phase 2, Phase 3 segments.  And between the closure of sales in Phase 1 and the opening of sales in Phase 2, the price changes, ( up).

Note that the land for all three phases has been bought or optioned, the city permits have been approved for all three phases and the labor and materials cost are essentially fixed.  There is NO reason for Phase 2 homes to cost more than Phase 1 homes.

What has changed is that the developer has found out, in selling Phase 1 homes, that there is a sufficient supply and demand situation in the market that he can raise the prices and still sell all the homes he can build.  So he raises the prices to “what the traffic will bear.”

This is the market price for his homes.  If the city were to rescind all building fees, he wouldn’t reduce the prices one dollar to the buyer but in reality keep the price constant and add the savings to his profit. (I had this confirmed by a developer after he was no longer building in Petaluma.)

It’s only when any increase in building fees reduces his profit substantially that any of those fees gets passed on to the buyer.  And even then, homes still sell for the price the market dictates.

We shouldn’t worry about costs being passed on to the buyer because he will pay market price no matter how the home’s construction was financed.  It’s only when developers stop building in Petaluma that we’ll know we’ve raised the fees too much.  It’s a simple market condition, if they can make money they’ll build, if they can’t, they won’t. 

But we need to look also at the other end of fee collection process, what the city takes in and what it does with it.  I have much concern that while the total fee is made up of smaller components (traffic, parks, police, etc) the identity of these fees gets vague or lost once paid to the city.  I.e., traffic fees paid by homes in the north east portion of the city get used to study and fix traffic problems in the south west portion of the city.  Or the interest from these fees doesn’t stay in the traffic account but are transferred to the city’s General Fund. Or city employees may be paid from fees if their work relates to some specific fee area.

Over $5 million collected for the construction of Rainier was moved from traffic mitigation to fund the several political and wasteful studies of Rainier.

There needs to be an open and transparent method of placing any fees that are supposedly being collected for specific purposes in accounting categories or separate accounts that preserve them for the use intended.

This could apply to other “special” sources of revenue. And these are hefty payments, not just token amounts. Perhaps future reporting on the city’s budget will outline this money.  Payments such as franchise fees from PG&E, the trash company, the cable company, etc. could be partially used for related purposes.

Some trash money could be used to repair local streets that only garbage trucks could have damaged.  Some cable money could fund our local access TV programming.

Money spent for specific purposes is the indicator of priorities.  The budget document will show what the city’s priorities are.  The capital improvements portion will show where street repair and traffic rank in those priorities.

Charging and collecting fees for development and services is now a way of life for cities.  Something needs to be done to insure those fees provide the benefits that justified their collection. 

