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UNDERSTANDING
IMPACT FEES



PURPOSE
• Provide overview of impact fee framework

• Summarize existing programs : Transportation and Parks

• Introduce Fire Impact Fee

• Policy Considerations

• Next Steps



WHAT ARE IMPACT FEES?
Impact fees are one-time charges assessed by a local government against a new 
development project to help pay for new or expanded public capital facilities that 
will directly address the increased demand for services created by that 
development.

Core Principles:
• Growth should pay for the infrastructure it requires, rather than shifting that 

burden to existing residents.
• Fees must be:

⚬ Proportionate to the impact of development
⚬ Tied to system-wide capital improvements
⚬ Based on adopted plans and technical analysis



LEGAL REQUIREMENTS 
OF IMPACT FEES
State law requires impact fees to:

• Be based on adopted Level of Service standards
• Be supported by a technical rate study
• Fund only growth-related capital facilities
• Be proportional to the development’s impact
• Be spent on projects identified in the Capital Facilities Plan (CFP)

RCW 82.02.050–
.090



CFP/LEVEL OF SERVICE

Level of Service (LOS):
A measurable standard that defines 

the amount and quality of public 
facilities needed to serve a given 

population or level of demand.



WHY IMPACT FEES MATTER
• Impact fees are a primary tool to ensure infrastructure keeps pace with planned 

growth.
• They help maintain adopted levels of service for roads, parks, and other facilities.
• Without impact fees:

⚬ The cost burden shifts to existing taxpayers
⚬ Infrastructure improvements may be delayed or underfunded
⚬ Service levels may decline over time



WHAT CAN IMPACT FEES BE USED FOR?
RCW 82.02.050-.110 and WAC 365-196-850 authorize counties, cities, and towns planning 
under the Growth Management Act to impose impact fees for:

• Public streets and roads, as well as bicycle and pedestrian facilities that were designed 
with multimodal commuting as an intended use;

• Publicly owned parks, open space, and recreation facilities;
• School facilities; and
• Fire protection facilities.
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WHAT CAN IMPACT FEES BE USED FOR?
• These impact fees may only be imposed for “system improvements” which are 

defined as public capital facilities in a local government’s capital facilities plan 
that provides service to the community at large (not private facilities), are 
reasonably related to the new development, and will benefit the new 
development (WAC 365-196-850).

• Impact fee revenues cannot be used to help pay for a specific capital project if 
that project is not listed or referenced within a comprehensive plan’s capital 
facilities element, per RCW 82.02.050(5).



SYSTEM IMPROVEMENTS



WHAT CAN’T IMPACT FEES BE USED FOR?
• Impact fees may not be used to correct existing deficiencies. 

• For example, park impact fees collected from new housing can be used to 
purchase new park land or construct additional recreational facilities needed to 
serve the increased population. However, these fees cannot be used to upgrade 
existing parks simply to address current overcrowding or past underinvestment.

• For example, if a public works maintenance facility was designed and 
constructed to address both existing deficiencies (e.g., 60%) and future growth 
needs (e.g., 40%), impact fees could be used to pay for up to 40% of the debt 
service on the bond issued for that facility.



DETERMINING IMPACT FEE RATES
• Local governments must adopt an impact fee schedule for each type of development, 

based on a defined formula or calculation (RCW 82.02.060).

• Fee calculations must consider the cost of new facilities required to serve growth, as well as 
the value of existing system improvements.

• The methodology must account for past or anticipated contributions from development and 
other available public funding sources.

• Fees must reflect how infrastructure has been or will be financed to ensure proportionality 
and avoid double-charging.

• Impact fee schedules should be updated periodically to reflect changing costs, and while 
not required, public input is often advisable when adopting or increasing fees.



OTHER
• Local governments must have additional funding sources for a capital project 

and may not rely solely on impact fees to fund the improvements (RCW 
82.050.050). While state law does not specify the split between impact fee and 
non-impact fee funds, the cost of an eligible capital project or improvement 
cannot be 100% paid for with impact fee monies. 

• Impact fees must be expended or encumbered within 10 years of receipt unless 
there is a written finding of an “extraordinary and compelling reason” for fees to 
be held longer (RCW 82.02.070). Unused fees must be refunded to the current 
owner of the property on which an impact fee has been paid (RCW 82.02.080).
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2023 LEGISLATIVE AMENDMENTS
• ESSB 5258, effective on July 23, 2023.

⚬ Amended RCW 82.02.060 to detail that impact fees must be calculated to reflect the 
proportional impact of new housing units based on one of the following metrics to 
produce a lower impact fee for smaller housing units: square footage, number of 
bedrooms, trips generated. 

• ESHB 1337, effective on July 23, 2023.
⚬ Added a new section to RCW 36.70A.681, which details that impact fees imposed on 

ADUs may not exceed 50% of the impact fees that would be imposed on the principal 
unit.



RATE STUDY METHODOLOGY (GENERAL)

Eligible Project List

Future Growth Existing Deficiency

Inside City Growth Outside City Growth

Eligible Impact 
Fee Costs

Other Funds 
Needed



SCHOOL
IMPACT FEES



SCHOOL IMPACT FEES
• School impact fees must be used for “school facilities” that are addressed by a 

capital facilities plan element of a comprehensive plan adopted under the GMA 
(RCW 82.02.050(4) and RCW 82.02.090(7)). Typically, school impact fees apply 
only to residential construction or the residential portion of a mixed-use building 
or development.

• School districts are responsible for expending the impact fees but are not 
authorized to collect them. As a result, school impact fees require cooperation 
between school districts and the cities, towns, or counties administering the 
program. This cooperation should take the form of an interlocal agreement (ILA) 
that specifically identifies each party’s role.

• Poulsbo does not currently collect school impact fees and NKSD has not made a 
request. 



TRANSPORTATION 
IMPACT FEES



• Transportation impact fees must be used for “public streets, roads, and bicycle and 
pedestrian facilities that were designed with multimodal commuting as an intended 
use” that are addressed by a capital facilities plan element of a comprehensive plan 
adopted under the GMA.

• Examples include: Intersection improvements, Road widening, Signalization.

• Bicycle and pedestrian facilities that were designed with multimodal commuting as 
an intended use would include any bike trail/lane/path, sidewalk, or any other 
multimodal trail/lane/path, whether on-street or off-street, as long as it is publicly 
owned or within the public right-of-way and connects two or more destinations.

• Since impact fees are restricted to capital facilities, they cannot be used to fund 
transportation studies or operating and maintenance costs.

TRANSPORTATION IMPACT FEES



HOW DEVELOPMENT IMPACTS 
TRANSPORTATION
New Residential Development

• A new subdivision or apartment complex generates daily trips from residents commuting, 
shopping, and accessing services.

• These trips increase demand on nearby intersections and the broader roadway network.

Change of Use (Existing Building)
• When an existing building changes to a more intensive use, it may generate additional 

trips.
• For example:

⚬ A small office converting to a restaurant.
⚬ A warehouse converting to retail.

• Impact fees are typically applied to the net increase in trips, not the entire building.

Expansion of an Existing Use
• Adding square footage to an existing commercial building can increase trip generation.
• Fees are based on the additional trips created by the expansion.



HOW DEVELOPMENT IMPACTS 
TRANSPORTATION
Mixed-Use Development

• May generate fewer overall trips than separate uses.
• For example, residents walking to on-site retail reduces external vehicle trips.
• Some methodologies account for internal trip capture, reducing the fee accordingly.

Bypass / Pass-By Trips (Retail Context)
• Some commercial uses capture trips already on the roadway (e.g., someone stopping at a 

coffee shop on their commute). These are referred to as “pass-by” or “diverted” trips.
• Impact fee methodologies account for this by reducing the total trip count attributed to 

the development.

Drive-Thru Example
• A driver already traveling on the roadway pulls into a fast-food drive-thru and then continues on their route
• This is considered a pass-by trip because the primary trip would have occurred regardless
• The impact fee methodology reduces the total trip count to reflect this



TRANSPORTATION IMPACT FEE 
METHODOLOGY (OVERVIEW)

• Transportation impact fees are based on a cost per trip approach, tying fees 
directly to the demand new development places on the system.

• The City identifies transportation improvements needed to serve growth through 
the Capital Facilities Plan.

• The total cost of these growth-related improvements is calculated and adjusted to 
account for other funding sources.

• Future growth is translated into projected vehicle trips using land use assumptions 
and ITE trip generation data.

• The result is a cost per trip, which forms the basis for the fee.



HOW THE FEE IS APPLIED TO 
DEVELOPMENT

• Each development pays based on the number of trips it is expected to generate.
• Fee = Cost per trip × Trips generated by land use.

Refinements to Ensure Proportionality
• Fees are based on net new trips (e.g., change of use or redevelopment).
• Adjustments are made for:

⚬ Pass-by trips (existing traffic already on the roadway).
⚬ Internal capture (mixed-use developments).
⚬ Credits are provided when developers construct system improvements.



TRANSPORTATION IMPACT 
FEES IN POULSBO

• Adopted in 2011 - ORD 2011-16
• Updates 2016, 2017, 2019, 2025
• Codified in PMC 3.86
• Based on Comprehensive Plan and CFP
• Approximately $564 per average daily trip 
• Current: 

⚬ $5,126.75 per Single-Family Unit
⚬ $3,801.36 per Multi-Family Unit
⚬ $2,563.3 per ADU





PARKS
IMPACT FEES



PARK IMPACT FEES 
• Park impact fees must be used for “publicly owned parks, open space, and 

recreation facilities” that are addressed by a capital facilities plan element of a 
comprehensive plan adopted under the GMA. See RCW 82.02.050(4) and RCW 
82.02.090(7).

• Parks impact fees are based on a cost per capita approach, tying fees to the 
demand new residents place on the park system.

• The City identifies park land and facility needs using adopted Level of Service 
(LOS) standards.

• The total cost of providing parks to serve future growth includes:
⚬ Land acquisition
⚬ Park development and amenities

• Costs are adjusted to reflect:
⚬ Other funding sources
⚬ The portion attributable to new growth

http://app.leg.wa.gov/rcw/default.aspx?cite=82.02.050
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• LOS standards define how much park space and facilities are needed

• Typically expressed as:

⚬ Acres per 1,000 residents

⚬ Facility-based metrics

• LOS links:

⚬ Population growth → park demand → capital needs

• LOS standards are legally required to support impact fees

LEVEL OF SERVICE



RATE STUDY/CALCULATION
TOTAL PARK 

NEEDS COSTS

2044 Park Need 
X

 Cost of Parkland 
Acquisition/

Development Cost 
= 

Total Park Need 
Costs

COSTS PAID 
BY NEW 

DEVELOPMENT
BASE PARK 
IMPACT FEE

FINAL PARK 
IMPACT FEE

2044 Total Park 
Need Costs 

-
Anticipated City 

and Other Revenue 
Sources 

=
2044 Park Need 

Costs Attributable 
to New 

Development

2044 Park Need 
Costs Attributable 

to New 
Development 

÷ 
Number of 

Expected New 
Dwelling Units 

= 
Base Park Impact 

Fee

Base Park 
Impact Fee 

Adjusted by Unit 
Size 

= 
Final Park 

Impact Fee



PARK IMPACT FEES IN POULSBO

• Adopted in 2011 - ORD 2011-15
• Updates 2016, 2017, 2025
• Codified in PMC 3.84
• Based on Comprehensive Plan and CFP
• Current - $1,316.33 per Residential Unit



FIRE
IMPACT FEES



FIRE IMPACT FEES 
• Fire impact fees must be used for “fire protection facilities” that are addressed 

by a capital facilities plan element of a comprehensive plan adopted under the 
GMA, per RCW 82.02.050(4) and RCW 82.02.090(7).

• Fire impact fees are based on a proportionate share, cost per service demand 
approach, tying fees to the demand new development places on emergency 
services.

• The methodology calculates the cost of fire protection facilities needed to 
maintain adopted response time and service level standards.

• Growth-related capital costs are identified from the Fire District’s Capital 
Facilities Plan and allocated to new development.

• Costs are distributed across development types (residential and commercial) 
based on historical emergency response demand.



HOW THE FEE IS 
CALCULATED AND APPLIED
• Only growth-related capital projects are included (e.g., new stations, apparatus, 

facility expansions).
• Costs are distributed by occupancy type based on historical incident data:

⚬ Single-family, multi-family, and commercial uses generate different levels of 
demand.

• Potential reductions for:
⚬ Fire sprinkler installation.

FIRE IMPACT FEES IN POULSBO
• If adopted, it would be a new impact fee. 





POLICY CONSIDERATIONS
• Balancing Proportionality and Feasibility. Impact fees should 

reflect the true cost of growth, but timing and structure matter. 
Large increases can affect project feasibility and housing 
affordability, which is why phased implementation is often used.

• Phasing and Predictability. Gradual fee increases provide 
certainty to the development community and avoid sudden cost 
shifts, especially for projects already in the pipeline.

• Use of Adjustments and Credits. Policy choices around credits 
(e.g., private open space, developer-built improvements, 
sprinkler systems) should balance fairness, simplicity, and 
administrative complexity.



EXEMPTION CONSIDERATIONS



EXEMPTION CONSIDERATIONS
Examples from other jurisdictions: 

• Accessory Dwelling Units - Full fee exemption

• Senior Housing / Age-Restricted Housing- Park Impact Fee specific

• Low-Income Housing - Percentage exempt depending on AMI levels

• Nonprofit Housing Development

• Childcare Facilities - Percentage exempt 



REQUIREMENTS

Also, Fire - Interlocal Agreement



NEXT STEPS
• May 13 - Deep Dive Workshop, with updated/new rate studies. 
• June 3 - Ordinance Adoption (or 2nd Workshop).



THANK YOU
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