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Review of Texas Local Government Code Chapter 395
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• Impact fee can only pay the costs of 
constructing capital improvements or facility 
expansions

• Comprehensive land use and capital 
improvements plan must be developed, 
reviewed and formally adopted before 
Impact Fee may be implemented

• Maximum impact fee may not exceed net 
cost of capital improvements divided by 
service units over a 10 year period



How is an Impact Fee Calculated?
5 Step Process
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• Forecast total increase in customers and convert to 
equivalent living unit equivalents (LUEs)

• Determine percent of Capital Improvement Plan devoted to 
growth over the planning period

• Calculate debt component of CIP, if any

• Divide CIP by number of planning period service units to 
determine maximum impact fee

• Develop credit based on analysis of rate structure



History of Connection and LUE Growth
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Development of Growth Scenarios 
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FLORENCE SUMMARY: WATER CIP
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Interest Expense Adjustment
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Water Rate Credit Calculation: Step 1
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Water Rate Credit Calculation: Step 2
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Water Rate Credit Calculation: Step 3
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Water Rate Credit Calculation: Step 4
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Summary of Recommended Water 
Impact Fees by Equivalent Meter Size 
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Forecast Revenue Under Proposed Water 
Impact Fees
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