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Staff Report
City of Manhattan Beach

TO: Honorable Mayor Montgomery and Members of the City Council
THROUGH: Richard Thompson, Interim City Manager b\.,\/
FROM: Bruce Moe, Finance Director
Steve S. Charelian, Revenue Seryices' Manager @
Henry Mitzner, Controller 7
DATE: December 7, 2010

SUBJECT: Consideration of Resolution Adopting Updated FY 2010-2011 Cost Recovery Fees

RECOMMENDATION:
Staff recommends that the City Council: a) conduct a Public Hearing on the proposed FY 2010-
2011 City cost recovery fees, and b) adopt Resolution No. 6287 approving the fees.

FISCAL IMPLICATION:

The implementation of the updated cost recovery fees is expected to generate approximate revenues
of $350,000. The projected revenues are estimates only. The actual revenue will depend upon the
demand for services, which may be difficult to predict in some cases.

It is important to note that these fees represent cost recovery on behalf of the general taxpayer for
services that are discretionary on the part of the user. These fees are increasingly important as we
face budgetary challenges, and the need for new revenue sources to balance future budgets. To the
extent we do not recover our costs for these services; the general taxpayer is subsidizing the
activity. Such subsidies ultimately limit our ability to provide public services including Police,
Fire, Parks and Recreation, Public Works, and other governmental services.

BACKGROUND:

The City Council authorized staff to undertake a comprehensive study of the various fees charged
for non tax-supported services we provide. The purpose of the study was to identify areas where
tax dollars may be subsidizing “personal choice” services, and to also ensure that the fees we charge
do not exceed the cost of providing that service. In such cases, the excess charges may be
considered a tax. Under State law, public agencies are entitled to recover the costs associated with

providing certain services that are considered “personal choice™. In order to ensure that we have

' Personal Choice services are defined as services where the customer is identifiable and the
service is measurable and can be withheld for non-payment. Examples include building permits,
block party permits, alarm system permits, building plan check, etc.
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identified all costs associated with providing these services, the City last conducted a
comprehensive fee study in 2004 and a cost recovery fee update in 2008.

DISCUSSION:

In 2006, the City Council adopted a policy that we review and update user fees on a tri-annual
basis. As a result, through a competitive bid process we hired Revenue Cost Specialists, LLC to
perform a comprehensive cost allocation and user fee study. Staff provided updated salary and
benefit data to our consultant who has now provided us with the new cost recovery fees (see
Attachment “B”). Also presented in this listing are fees that are market driven, and certain fines,
which need to be adopted by the City Council in order to be implemented. Fees that are market
driven include rental of City property or permits that license use of public property (ex: film permit
fees). Fines include penalties for multiple false alarm calls or responses to loud parties, etc. These
fees and fines are not based upon cost recovery only, and may be set to encourage or penalize
certain behavior and are set by policy.

The attached listing (Attachment “B”) provides information on the recommended fees, including
the current fee, total annual units, net dollar and percentage change and the recommended new fee
based on the updated salary and benefit numbers, and the percentage of change. In addition
attachment “C” and “D” are new recovery fees introduced for the first time and fees which have
increased greater than 50 percent respectively. In some cases user fees which have increased
greater than 50 percent may be reflected when there are multiple fees associated with a certain
service. For example, a fee which has multiple options such as administrative reviews, deposits,
additional applications or hearings may have an optional service line item which indicates an
increase of 50 percent or greater, but the overall percentage of increase in the fee may be lower than
50 percent. In other cases, because some fees may have not been changed in several years, the
increase may appear to be large. However, with the exception of market driven or fine based fees,
the fee does reflect the cost of providing the service; to the extent we do not recover the full cost of
providing this individual-choice service, the general taxpayer is subsidizing the service.

How Fees are Developed

Determining the cost of providing services is a complex task. The City hired Revenue and Cost
Specialists, LLC recognized experts in cost recovery. Between March and June of 2010 the
consultant had up to four meetings with various departments to conduct interviews to confirm time
spent on specific fees. The consultant also met with all departments and developed schedules that
identified the costs for services, including all labor, overhead and materials.

An example of how a fee is developed is illustrated below. This sample, which is a “Use Permit,”

followed by the unique reference number “FS1-1701” shows total cost recovery fee of $5,200.35.
The cost is based on the number of hours it takes staff to process the permit:
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Service: Reference: Position Time (Hours) | Unit Cost
Use Permit FS1-1701 Director Comm. Deyv. 475 $ 1,063.05
Associate Planner 21.42 $2,651.80

Planning Manager 4.00 $ 620.08

Assistant Planner 33 $ 3473

Assistant Planner (GIS) .50 $ 5262

Executive Secretary 6.17 $ 521.74

Sr. Plan Check Eng. .50 $ 77.86

City Engineer 25 $ 39.67

Public Works Inspector 1.50 $ 138.80

Totals | 39.42 5,200.35

The hourly rates that are used for each position include not only the employee’s salary and benefits,
but a proportionate share of operating expenses, overhead and replacement costs for assets involved
in the delivery of services (e.g. the fully burdened rate). Similar cost recovery worksheets have
been developed for each of the services, and provide support for each of the recommended fees.

While these fees reflect full cost recovery for the services listed (unless otherwise noted), Council
has the discretion to adjust fees by policy. The last time these fees were adopted in 2008, Council
selected several fees in which to deviate from the suggested recovery: the block party permit was
reduced from full cost recovery of $280 to $28 so that the fee would not be an impediment to these
neighborhood social events, and the appeals to City Council, Planning Commission, Parking and
Public Improvement Commissions were kept at $465 instead of $2,650, $1,995 and $1,465
respectively. Fees for parking, traffic and stop sign requests were kept at no-charge instead of the
recommended $510, $1,160 and $1,580 respectively. The full cost recovery fee for block party
permits for 2010-2011 is $215; the appeal charge to City Council, Planning Commission, Parking
and Public Improvement Commission is $765. The parking, traffic and stop sign request recovery
fees for 2010-2011 are $860, $1,430 and $3,355.

As cost recovery fees are designed to recover the City’s costs for providing services and do not
reflect a “profit.” Based on cost recovery not all fees automatically increase; some fees will adjust
lower, where other fees, such as building permits for mechanical, electrical and plumbing will stay
unchanged.

The Finance Subcommittee reviewed the 2010-2011 user fees at their September 10, 2010 meeting.
Staff recommends that the City Council discuss the proposed fees and conduct the required public
hearing in order to adopt the fees. If approved, these cost recovery fees will become effective on
January 7, 2011 with the exception for development related fees which become effective February
7,2011.
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The City also notified Building Industry Association of Southern California (BIA), The Gas
Company and Southern California Edison to comply with CA Government Code Section 66016.
The public hearing was properly noticed in the November 18, 2010 edition of the Beach Reporter.

Attachments: A. Resolution No. 6287
B. Cost Recovery Fee Schedule 2010-2011
C. New Cost Recovery Fees 2010-2011
D. Cost Recovery Fees which have increased greater than 50 percent 2010-2011
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RESOLUTION NO. 6287

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
MANHATTAN BEACH, CALIFORNIA, ESTABLISHING A SCHEDULE
OF FEES TO BE CHARGED BY VARIOUS DEPARTMENTS OF THE
CITY FOR PERMITS AND SERVICES, SUPERSEDING ALL PRIOR
APPLICABLE INCONSISTENT RESOLUTIONS OR ORDERS IN
CONCERT THEREWITH

NOW, THEREFORE, BE IT RESOLVED THAT THE CITY COUNCIL OF THE CITY OF
MANHATTAN BEACH, CALIFORNIA, DOES HEREBY DECLARE, FIND, DETERMINE AND ORDER AS
FOLLOWS:

SECTION 1. The City Council of the City of Manhattan Beach
hereby makes the following findings:

A. Departments of the City have reviewed the fee schedule and made certain
recommendations to the City Council; and
B. The schedule of fees for permits and services represents reimbursement for

cost incurred by the City in providing direct services to particular individuals or
groups rather than to the general populace of the City of Manhattan Beach; and

C. It is equitable that the City of Manhattan Beach be compensated for providing
such direct services.

SECTION 2. The fees set forth on Exhibit A, which is attached hereto and incorporated
herein by this reference, are hereby adopted any previous fees inconsistent with the fees in Exhibit A are
rescinded and replaced.

SECTION 3. The fees adopted hereunder are based upon the actual cost to the City of
providing the service or facility for which the fee is charged. Calculation of the fees is based upon the
study conducted by Revenue and Cost Specialists, LLC in 2010 as documented in the report entitled
“Fee Study Update” which is incorporated herein by this reference, and thereafter adjusted for future
costs.

SECTION 4. Departments of the City have reviewed the fee schedule and made certain
recommendations to the City Council. The schedule of fees for permits and services represents
reimbursement for costs incurred by the City in providing direct services to particular individuals or
groups rather than to the general populace of the City of Manhattan Beach.

SECTION 5. Specific fees adopted under this resolution supercede all prior like and
applicable fees from any and all previous resolutions and ordinances to the extent that they are
inconsistent with the fees hereby adopted. Any and all fees and resolution provisions not inconsistent
with the provisions of this resolution shall continue in full force and effect.

SECTION 6. The City Manager shall have the authority to interpret the provisions of this
resolution for purposes of resolving ambiguities. The City Manager shall have the authority to authorize
and require reasonable compensation for the temporary use of City property or receipt of City services
not otherwise provided for in this resolution or other applicable resolutions or ordinances. Such
compensation shall be based upon the City’s fully burdened hourly rates or costs as described in the
aforementioned Cost of Service Study.

SECTION 7. This resolution shall take effect January 7, 2011 except for
development related fees which become effective February 7, 2011.

SECTION 8. The City Clerk shall certify to the passage and adoption of this resolution;
shall cause the same to be City Council members voting for and against this Resolution and shall postin .
the office of the City Clerk a certified copy of the full text of this Resolution along with the names of those
City Council members voting for and against the Resolution.



Res. 6287

PASSED, APPROVED AND ADOPTED this 7™ day of December, 2010.

Ayes:
Noes:
Absent:
Abstain:

Mayor, City of Manhattan Beach, California

ATTEST:

City Clerk

APPROVED 0] 4117

A5

éity Attarney
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