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Honorable Antonio R. Villaraigosa
Mayor, City of Los Angeles

Room 303, City Hall

Mail Stop 370

Honorable Members of the City Council
c/o Office of the City Clerk

Room 395, City Hall

Mail Stop 160

DEPARTMENT OF CITY PLANNING COMPREHENSIVE FEE STUDY RESULTS
AND RECOMMENDATIONS

The Department of City Planning has completed a comprehensive fee study as part of
its goal to achieve full cost recovery in case processing. Through the contracted
services of Matrix Consulting Group (Matrix), a fee study and final report indicate an
overall subsidy is being provided to fee payers, where the annual revenue collected for
all fee related services is less than the estimated citywide costs of providing those
services. The study found that the Department is currently recovering approximately
40% of the estimated full cost of providing most fee related services.

Based on the fee study findings, the Department recommends revising Los Angeles
Municipal Code (LAMC) Sections 19.01 through 19.12 to more accurately represent the
cost of providing planning and land use services, subject to review and discussion of
particular policy issues outlined in this report. It also recommends establishing a

- Department of City Planning Enterprise Fund by amending Sections 5.400, 5.484, and
19.13 of the LAMC.

Background

On January 29, 2007, the Department of City Planning submitted an interim budget
request to the Mayor and City Council for additional resources to implement its strategic
plan recommending reorganization of the department, improvement of service delivery
and operational efficiency, and a return to long-range planning. The Department also
requested that the City approve funding for a consultant to develop a comprehensive
fee study to potentially generate additional revenue. Funding for the fee study was
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approved in the CAQ Second Financial Status Report by the City Council on November
9, 2007 in the amount of $150,000.

On January 28, 2008, the Department of City Planning issued a Request for Proposals
(RFP) with proposals due February 29, 2008. A letter regarding the availability of the
RFP was circulated to a list of accounting and financial consulting firms and copies of
the document were mailed to all prospective proposers expressing an interest in the
project. In addition, the RFP was posted on the City's BAVN website (Business
Assistance Virtual Network), the Daily Journal, and the Department of City Planning'’s
website. A pre-proposal conference was held on February 7, 2008 to review the City’s
compliance requirements, review the project’'s Scope of Work, and respond to
guestions. A total of thirteen interested parties attended the pre-proposal conference.

The objective of the RFP was to obtain a qualified consuitant to conduct a
comprehensive study and analysis of the Department of City Planning’s fee schedule
with the goal of achieving full cost recovery for entittement case processing services.
Elements to be incorporated into the study included:

A proposed simplification of the fee structure;

A determination of the actual costs Planning incurs for each service;
An analysis of fee structures used by other jurisdictions;

Proposed fee changes to recover 100% of case processing costs;
Development of an automated fee calculator;

A plan for implementing any proposed fee changes,

The feasibility of imposing a surcharge on all case and building permit
processing services in order to recover some, if not all, the costs of
ongoing comprehensive planning efforts for which there are no direct
costs attributed; and

¢ Opportunities for more full cost recovery for existing services
rendered.

A total of five proposals were received on February 29, 2008. Three of the proposals
were deemed non-responsive, and two proposals were reviewed and evaluated by a
panel of City Planning staff based upon the evaluation criteria established in the RFP.
Proposer interviews were held on March 14, 2008. The panel concluded that Matrix

" was the most qualified proposer and the City executed a contract on June 9, 2008.

Fee Study Results

Matrix utilized a cost-based analytical approach in calculating the full cost of providing
case processing services, which follows best management practices to ensure fees are
fair, equitable, and represent the estimated and reasonable costs of services, as
required by Government Code. The methodology employed is a widely known and
accepted “bottom up” approach to cost analysis, where time spent per unit of fee activity
is determined for each position within the department. The times are totaled and this
estimate is then used in calculating all applicable City costs, which typically include:
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direct salaries and benefits, operating services and supplies, department and divisionai
overhead, and citywide overhead costs.

In addition, Matrix performed cross checks by collecting data on the estimated volume
of activity for each fee to confirm the validity of the analytical model. This method
provided assurance that 100% of staff resources were accounted for and allocated to
either a fee for service or non-fee related category to ensure that services are not
estimated that exceed budgeted resource capacity.

The total cost of the Department, as factored into the fee study, is approximately $59
million. The cost is comprised of the following components:

Source of cost Amount % of Total
Direct Personnel Cost (salaries and $42,331,500 71%
fringe benefits) ;
Operating Expenditures {non-salary) $4,761,127 8%
Citywide Overhead Costs (not budgeted) $12,531,334 21% s
Total $59,623,961 100%

Through a series of allocation models, Matrix divided the total estimated cost of
providing Department of City Planning services into two main sections:

Fee Related Services — Includes services charges on a flat (per unit) basis.

Fee Supporting or other Non-Fee Related Services — Includes fee related services
charged on a time and materials basis, or policy basis (such as a percentage of the
original fee} and non-fee related services that are not recoverable in the total cost
calculations of the fees.

Fee Study Conclusions

The final fee study report concludes that the City should try to recover as much of the
costs of services as is feasible, but recognizes that there are political and economic
policy factors that often warrant adoption of fee levels at less than 100%. The
recommendations and proposed fee structures in the fee study report are legally

- defensible and establish a nexus between costs of providing services and each specific
user fee that is charged.

The total cost of fee related services included in the report is approximately $18 million.
The Department currently receives revenue for these items in the amount of $7 million
and is, therefore, only achieving 40% of total cost recovery. The report estimates that if
the fees were set to capture 100% of their cost, additional revenue of approximately $11
million could be realized. However, as indicated above, political and economic policy
factors, as well as reduced case processing volume, would likely bring that estimate
down as much as 30% to $7 to $8 million in additional annual revenue.
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The study also focused on identifying non-fee related services that add to the full costs
of providing services throughout the entire department. The total annual estimated cost
of providing these services is approximately $37 million, some of which may be
captured through surcharge fees. Included in this total are environmental impact report
(EIR) services for $1.7 million and expedited processing for $3.9 million. These two
services recover their costs through a time and material billing and are, therefore, not
included in the fee related services.

Potential Surcharges

it is common for jurisdictions in California to employ “surcharges” on top of their fees to
fund certain types of operational support costs and services. Surcharges are generally
assessed as a percentage of fees or some other metric such as valuation, and are
meant to recover costs from everyone for the overall benefits from services rather than
target individual clients or customers. Two suggested surcharges identified by the fee
study are for General Plan maintenance and the Historic Resources Survey (SurveylA).

The general plan and related specific and community plans help guide the growth of the
community in a consistent manner. Government Code 66014 (b} allows local agencies
to include the costs reasonably necessary to prepare and revise the plans and policies
that a local agency must adopt before it can make any required findings and
determinations and supports general plan maintenance and update costs. Since a
current General Plan document is needed to determine conditions of approval and
entitlements, these costs are legitimate to recover in the programs and fees it supports.

The total cost determined from the fee study for the New Community Plan Program is
approximately $11 million on an annual basis. The City Council previously approved as
a budget policy funding for the New Community Plan Program in the amount of roughly
$5 million per year (CF 07-0600-S76). In order to realize this amount of funding, a
surcharge of 6% on all entitlement and building permits would need to be adopted.
However, based on the fact that fees will be increasing and recognizing the importance
of being sensitive to the development community, the Department recommends a
General Plan Maintenance Fee of 3% on all entittement and building permits.

SurveyLA will provide necessary baseline information for making determinations on

. entitlement review, paricularly in assessing potential impacts on historic resources. It
will also provide critical information for the New Community Plans. A portion of the
survey is being funded by a grant from the Getty Foundation in the amount of $2.5
million with the City required to match the amount. Under the premise discussed for the
General Plan surcharge above, the City could create a surcharge for SurveylL A's costs
not covered by the grant. The Department recommends adding a 1% fee on all
entitlement and building permit applications to collect the estimated annual costs for
SurveyLA of approximately $500,000, which would sunset on June 30, 2012,

Comparative Fee Surveys

As part of the initial scope of work, Matrix conducted a survey of selected fees for seven
comparable cities as follows: Portland, OR; San Jose, CA; Oakland, CA; San
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Francisco, CA; Dallas, TX; Denver, CO; and Seattle, WA. A total of 26 different fees
were compared. This survey showed that, in general, the current City of Los Angeles
fees are comparable to the amounts charged in those seven cities. The proposed fees
based on full cost recovery, in almost all instances, are higher than any of the cities
surveyed.

To obtain a comparison of local and more competitive jurisdictions, the Department
added to the scope of work and requested Matrix to review the fees of six regional
cities/agencies. The entities selected were: Glendale, Burbank, Pasadena, Santa
Clarita, .ong Beach and Los Angeles County. In this case, 24 fees were compared.
On four of the fees, Santa Clarita had higher fees compared both to the current and
proposed City fees. Pasadena had higher fees on three of the fees, both current and
proposed. The fees in Glendale and Long Beach were higher on both current and
proposed for one fee category. Fees in Burbank and L.A. County were consistently
lower than all City fees.

The importance of this information is to allow the City Council to make an educated
decision when considering an increase to planning and land use fees. Achieving full
cost recovery will result in higher fees compared to local jurisdictions and, therefore,
may potentially impact the City's goal to create a business friendly climate.

Policy Considerations

The City provides many types of general services to its constituents. While all services
are beneficial to the community, some services can be classified as globally beneficial
to all citizens, while others provide more of a direct benefit to a specific group or
individual. In the latter, services should almost entirely be funded by user fee revenue.

The following are two central concepts regarding the establishment of user fees:

« Fees should be assessed according to the degree of individual or private benefit
gained from services; and |

« A profit making objective should not be included in the assessment of user fees.

Therefore, it is commonly accepted that user fees are established at a level that will

. recover up to, and not more than, the cost of providing a particular service.
Undoubtedly, there are programs, circumstances, and services that may justify a
subsidy from the General Fund. Some of the factors to consider in setting fees at less
than 100% are whether lower fees would:

s Overcome limits imposed by external agencies;
Encourage desired behaviors — for example, historic preservation, green building,
etc.;
o Affect demand for a particular service;
» Enable participation of individuals or groups that typically cannot afford services;
¢ Provide a benefit to both the individual and community at large.
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The Department reviewed every fee from the fee study and is recommending that single
family dwellings, certain historic and Historic Preservation Overlay Zone (HPOZ)
applications, and appeals receive some type of subsidy as follows:

Single family dwelling applications - 50% subsidy

Single family dwelling Mills Act applications — 88% subsidy

Single family dwelling Mills Act contract execution - $1/per $1,000 valuation
Owner-initiated Historic Cultural Monument Applications — 100% subsidy
HPOZ Certificate of Appropriateness (no new construction) — 90% subsidy

HPOZ Certificate for Appropriateness or Compatability (new construction up to
750 square feet) — 85% subsidy

HPOZ Certificate for Appropriateness or Compatability (new construction over
750 square feet) — 75% subsidy

Historic Resources Building Permit Clearance — 66% subsidy

Demolition of Historic accessory structure — 50% subsidy

Appeal by Aggrieved Parties within legal notice area - $150 flat fee

Appeal by Aggrieved Parties outside the legal notice area - $500 flat fee

. & @ »

The specific fee recommendations can be found on Attachment A. All other fees
proposed provide for full cost recovery.

Enterprise Fund

In conjunction with the fee study, it was the Department’s intent to create an enterprise
fund for Planning and Land Use fees to capture revenues in a separate account and
provide for full cost recovery of case processing staff and resources. On July 14, 2008,
the Budget and Finance Committee considered a CAQ report relative to the feasibility of
establishing enterprise funds for various departments, inciuding City Planning (CF 08-
1687). Although the Committee noted and filed the report, it anticipated a report back
from the Department of City Planning after results from the fee study were available.

The Department recommends the creation of the Department of City Planning
Enterprise Fund. Fees deposited into the fund include: fees related to the processing
of applications for all planning and entitlement functions and appeals, as well as

- processing fees for records, publications and maps. The fund shall be used to
purchase or pay for labor, expenses, equipment, materials, and services in support of
planning related functions. Appropriations will be established by an expenditure plan
through the annual budget process.

It is also recommended that two of the Department’s special funds, the Major Projects
Trust Fund and Expedited Permit Fund, be consolidated into the Enterprise Fund.
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Recommendations

That the City Council, subject to approval by the Mayor:

1. Approve amending the Los Angeles Municipal Code (LAMC) Sections 19.01
through 19.12 fo revise fees to more accurately represent the cost of providing
planning and land use services and achieve full cost recovery, as outlined in the
attached fee schedule; and

2. Establish a Department of City Planning Enterprise Fund by amending Sections
5.400, 5.484, and19.13 of the LAMC.

Fiscal impact

The recommended changes to the Department of City Planning fee schedule have the
potential to increase City revenues by $7 to $8 million annually. The Department’s case
processing functions will become fully cost recoverable and reduce the burden to the
General Fund by this same amount.

If you have any questions regarding this request, please contact me at (213) 978-1271
or Deputy Director of Planning Eva Yuan McDaniel of my staff at (213) 978-1273.

Sincerely,

of ctid W@%’%

S. GAIL GOLDBERG, AICP
Director of Planning

Attachments: Proposed Fee Schedule
Matrix Consulting Final Report

CC: Raymond P. Ciranna, Interim City Administrative Officer
Gerry Miller, Chief Legislative Analyst
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1. EXECUTIVE SUMMARY

The report, which follows, presents the results of the Cost of Services (User Fee)
Study conducted by the Matrix Consulting Group for Los Angeles’ Department of City
Planning. This report provides the City with the findings and conclusions resulting from
analysis of the Department of City Planning’s charges for services.

1. PROJECT BACKGROUND, SCOPE OF WORK, AND OBJECTIVES

The Department of City Planning contracted with the Matrix Consulting Group to
analyze its current schedule of planning fees as related to the estimated total costs of
providing the wide variety of planning services offered by the Department. The project
team reviewed the entire fee ordinance and structure with the Department of City
Planning’s staff to update, consolidate, streamline, and improve the structure while
including new and revised fee categories.

Through this study, the Matrix Consulting Group determined the estimated total
cost of services provided by the Department of City Planning, with a comprehensive
look at all planning functions (both fee and non-fee related), keeping in mind the need
for a fee structure that is straightforward, easy to understand, and clear in terms of
presentation to the development community and the general public. The results of this
analysis provide a tool for understanding current service levels, the cost and demand for
those services, and what fees for service can and should be charged.

2. SUMMARY OF RESULTS
The cumulative results of this User Fee Study identified an overall subsidy

provided to the fee payer, where the annual revenue collected for all fee related

Matrix Consulting Group Page 1
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services is, on average, less than the estimated true cost of providing those services.
From a detailed, fee-by-fee perspective, the results demonstrate that while some
charges for services are set at levels higher than the true costs of providing services,
other charges for service are generating much less than their estimated true cost.
However, as shown in the following table, the net result of the Study found an overall

undercharge for services by the Department of City Planning for planning services.

Projected
Projected Annual Annual Annual
Revenue at Revenue at Revenue Full Cost
Current Fee / Full Cost per Surplus / Recovery
Deposit Unit (Subsidy) Rate
$ 7,149,000 $17,938,000 $(10,789,000) 40%

The table above is comprised of the Department of City Planning’s estimated
annual current revenue versus estimated total costs of providing the majority of the
Department’s fee-related services. These fees for service are mostly administered on a
flat {(per unit / per project) basis. The Department is currently recovering approximately
400/-0 of the estimated full cost of providing most fee related services. At full cost
recovery, the potential additional revenue obtained from impleménting these revised
and/or additional fees for services is approximately $11 million above what is currently
collected for these services. The results of this Study also identified approximately $37
million in additional costs associated with fee for service items charged on either a time
and materials or policy basis (such as percentage of the original application fee), as well
as for non-fee related activities.

It should be noted that the summary cost recovery results shown in the table
above and throughout the following report are not a precise measurement. Changes to

the structure of fee names and application type names, interpretation of data contained

Matrix Consulting Group Page 2
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in the Department’'s permit software, as well as the use of time estimates allow for only
a reasonable projection of existing revenue, subsidies and/or surpluses associated with
provision of services. Detailed cost calculation results are discussed further in Chapter 4
of this report.

3. GENERAL PROJECT APPROACH AND METHODOLOGY

The Matrix Consulting Group utilized a cost-based analytical approach in
calculating the full cost of providing planning services. By implementing a cost-based
planning fee structure, the City of Los Angeles follows a best management practjce in
the adoption of planning application fees that are fair, equitable, and represent the
estimated and reasonable costs of services provided, as required by the Government
Code.

For this Study, the methodology employed in establishing the full cost of
providing services is a widely known and accepted “bottom up” approach to cost
analysis, where time spent per unit of fee activity is determined for each position within
a department. Once time spent for a fee activity is determined, all applicable City costs
are then considered in the calculation of the full cost of providing each service. Typical
costs included in a “full” cost calculation inciude: direct salaries and benefits, operating
services and supplies, divisional and departmental overhead, city-wide overhead costs,
as well as certain costs associated with maintenance and update of relevant plans,
policies, and systems in support of operations. A comprehensive discussion of all costs
considered for the Department of City Planning is included in Chapters 3 and 4 of this

report.

Matrix Consulting Group Page 3
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The work accomplished by the Matrix Consulting Group in the analysis of the

proposed fees for service involved the following steps:

Initial Interviews: Key project management staff for the City of Los Angeles
were interviewed to solidify the mutual understanding of the objectives of this
study and potential issues with the implementation of user fees.

Department of City Planning Staff Interviews: The project team interviewed
staff at all levels of the Department regarding their needs for clarification to the
structure of existing fee items, or for addition of new fee items.

Data Collection: All essential data components were entered into the Matrix
Consulting Group’s user fee analytical software model, including all budgetary,
staffing level, time estimate, and volume of activity assumptions.

Cost Analysis: The project team applied all applicable City costs toward the
calculation of the full costs of providing each service included in the model.
Resulting costs were presented on a unit and annual level, compared to revenue
reports, and provided information about cost recovery surpluses and deficits.

Review and Approval of Results with City Staff: Since the analysis of fees for
service is based on estimates and information provided by City staff, it is
extremely important that all participants were comfortable with our methodology
and with the data they provided. Department management reviewed and
approved these documented results.

In the defailed report, which follows, the full cost of services for items included in

the Study are presented from both a unit and annual cost perspective. A more detailed

description of user fee policy and methodology considerations are provided in Chapters

2 and 3 of this report.

4,

POLICY RECOMMENDATION HIGHLIGHTS

The Matrix Consulting Group strongly recommends that the City use the

information contained in this report to discuss, adopt, and implement policies regarding

a formal cost recovery policy and annual update mechanism related to the Department

of City Planning’s fees for service.

Matrix Consulting Group Page 4
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The project team recommends the City try to recover as much of the service
costs as feasible. For most fee related services, the Matrix Consulting Group
recommends setting fees at 100% cost recovery. However, as discussed in Chapter 2
of this report, several political and economic policy factors often warrant adoption of fee
levels at less than 100%.

In addition, the City should perform a complete update of its User Fee Study on a
periodic basis. In general, 3 to 5 years for fee and rate studies is considered a best
management practice. The purpose of a comprehensive update is to completely revisit
the analytical structure, service level estimates and assumptions applied in the previous
study, and to account for any major shifts in cost components or organizational
structures.

in between comprehensive updates, the City could utilize published industry
economic factors such as CPI or other regional factors to update the cost calculations
established in the Study on an annual basis. Alternatively, the City could also consider
the use of its own anticipated labor cost increases such as step increases, benefit
enhancements, or cost of living raises. The latter example provides a more realistic
reflection than a CPI, given the fact that labor costs generally comprise the majority of
cost calculations for a jurisdiction. Use of an automatic increase mechanism based on
the City's own labor costs also provides a factor that is specific to it and its operations,
rather than one that is specific to a region or industry as a whole. Utilizing an annual
increase mechanism would ensure that the City receives appropriate fee and revenue

increases that reflect growth in costs.

Matrix Consulting Group Page 5
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2. LEGAL FRAMEWORK AND POLICY
CONSIDERATIONS

A ‘“user fee” is a charge for services provided by a governmental agency to a
public citizen or group. In California, several constitutional laws such as Propositions 13,
4 and 218, and State Government Codes 66012 through 66024 set the parameters
under which the user fees typically administered by local government are established
and administered.

1. GENERAL PRINCIPLES AND PHILOSOPHIES REGARDING USER FEES

Local governments are providers of many types of general services to their
communities. While all services provided by local government are beneficial to
constituents, some services can be classified as globally beneficial to all citizens, while
others provide more of a direct benefit to a specific group or individual. The following
table provides examples of services provided by local government within a continuum of

the degree of community benefit received:

Services that Provide Both Services that Provide a
“Global” Benefit and aiso a Primary Benefit to an
Services that Provide General Specific Group or Individual Individual or Group, with less
“Global” Community Benefit Benefit “Global” Community Benefit
+ Police » Recreation / Community = Building Permits
» Park Maintenance Services » Planning and Zoning
+ Fire Suppression, Fire : Approval
Prevention + Site Plan Review
» Engineering Development
Review

Funding for local government is obtained from a myriad of revenue sources such
as taxes, fines, grants, special charges, user fees, etc. In recent years, alternative tax

revenues, which typically offset subsidies for services provided to the community, have

Matrix Consulting Group Page 6
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become increasingly limited. These limitations have caused increased attention on user

fee activities as a revenue source that can offset costs otherwise subsidized (usually) by

the general fund. In the table on the previous page, services in the “global benefit”
section tend to be funded primarily through voter approved tax revenues. In the middle
of the table, one typically finds a mixture of taxes, user fee, and other funding sources.

Finally, in the “individual / group benefit” section of the table, lie the services provided by

local government that are typically funded by user fee revenue.

The following are two central concepts regarding the establishment of user fees:

. Fees should be assessed according to the degree of individual or private
benefit gained from services. For example, the processing and approval of a
land use or building permit will generally result in monetary gain to the applicant,
whereas Police services and Fire Suppression are examples of services that are
essential to the safety of the community at large.

. A profit making objective should not be included in the assessment of user
fees. In fact, California laws require that the charges for service be in direct
proportion to the costs associated with providing those services. Once a charge
for service is assessed at a level higher than the actual cost of providing a
service, the term “user fee” no longer applies. The charge then becomes a tax
subject to voter approval.

Therefore, it is commonly accepted that user fees are established at a level that
will recover up to, and not more than, the cost of providing a particular service.

2. GENERAL POLICY CONSIDERATIONS REGARDING USER FEES
Undoubtedly, there are programs, circumstances, and services that justify a

subsidy from a tax based or altemnative revenue source. However, it is essential that

jurisdictions prioritize the use of revenue sources for the provision of services based on
the continuum of benefit received.

Within the services that are typically funded by user fees, the Matrix Consulting

Group recognizes several reasons why staff and/or appropriate policy makers may not

Matrix Consulting Group Page 7
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advocate the full cost recovery of services. The following factors are key policy

considerations in setting fees at less than 100 percent of cost recovery:

Limitations posed by an external agency. The State or other agency will
occasionally set a maximum, minimum, or limit the jurisdiction’s ability to charge
a fee at all. Examples include Transportation Permits commonly issued by Public
Works departments, many types of Police records and processing fees, as well
as charging for time spent copying and retrieving public documents in the City
Clerk’s office.

Encouragement of desired behaviors. Keeping fees for certain services below
costs may provide for better compliance from the community. For example, if the
cost of a permit for changing a water heater in a residential home is higher than
the cost of the water heater itself, many citizens will avoid pulling the permit.

Affect on demand for a particular service. Sometimes raising the “price”
charged for services might reduce the number of participants in a program. This
is largely the case in Recreation programs such as aquatics or sports leagues,
where participants often compare the City's fees to surrounding jurisdictions or
other options for leisure activities.

Participation for individuals or groups that typically cannot afford services.
Policy makers may decide to fully subsidize or set fees at a level that will allow
participation for certain segments of the community, such as appeals to
development review decisions by members of the community that are not the
primary applicant on a project.

Benefit received by user of the service and the community at large is
mutual. Many services that directly benefit a group or individual equally benefit
the community as a whole. Examples include Planning Design Review, historical
dedications and certain types of special events, to name a few.

The Matrix Consulting Group recognizes the need fdr policy that intentionally

subsidizes certain activities. The primary goals of a User Fee Study are to provide a fair

and equitable basis for determining the costs of providing services, and assure that the

City is in compliance with State law.

Once the full cost of providing services is known, the next step is to determine

the “rate” or “price” for services at a level which is up to, and not more than the full cost

amount. The policy making body is responsibie for this decision, which often becomes a

Matrix Consulting Group Page 8
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question of balancing service levels and funding sources. The placement of a service or
activity within the continuum of benefit received may require extensive discussion and at
times fall into a “grey area.” However, with the resulting cost of services information
from a User Fee Study, they can be assured that the adopted fee for service is

reasonable, fair, and legal.

Matrix Consulting Group Page 9
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3. USER FEE STUDY METHODOLOGY

The Matrix Consulting Group utilizes a cost allocation methodology, commonly
known and accepted as the “bottom-up” approach to establishing User Fees. The term
means that several cost components are calculated for each fee or service. These
components then build upon each other to comprise the total cost for providing the
service. The components of “full cost” considered for the City of Los Angeles’

Department of City Planning are shown in the table below:

Cost Component Description

Direct Fiscal Year 2008/09 budgeted salaries, benefits and allowable
deparimental expenditures.

Departmental Overhead Planning Department and Division administration / management
and clerical support.

Citywide Overhead City costs associated with central service costs such as payroll,
human resources, budgeting, City management, efc. These costs
were established through the City’s detailed Cost Allocation Plan.

Plans, Policies, and Systems Costs associated with the preparation and revision of pians and
Maintenance policies required to make necessary findings and determinations
such as: :

* A proportionate annual share of costs associated with ongoing
maintenance and comprehensive update of the land use
element of the City's General Plan.

= A proportionate share of costs associated with compiling and
maintaining Survey LA,

» Technology for acquisition and replacement of the
Department's permitting software (aiready captured under
existing surcharges on Planning and Building permit
applications)

These costs are not included in the total cost calculations
represented in Attachment A of this report, but are identified in
Chapter 4 for further policy consideration.

if implemented, these costs should be designated and set aside

on an annual basis specifically for the purposes noted above.

For the Department of City Planning, the general steps utilized by the project
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team to determine allocations of the above cost components to a particular fee or

service are:

. Create a list of planning application and permitting fees;

. ldentify average time o process, plan check, and review each project item

. Calculate the full cost of providing services fo include all direct and indirect cost
components

The result of these allocations provides detailed documentation for the
reasonable estimate of the actual cost of providing each service. The following are
critical points about the use of time estimates and the validity of our cost allocation
models.

1. TIME ESTIMATES ARE A MEASURE OF SERVICE LEVELS REQUIRED TO
PERFORM A PARTICULAR SERVICE

One of the key study assumptions utilized in the “bottom up” approach is the use
of time estimates for the provision of each fee related service. Ulilization of time
estimates is a reasonable and defensible approach, especially since experienced staff
members who understand service levels and processes unique to the City of Los
Angeles developed these estimates.

The project team worked closely with the City's staff in developing time estimates
with the following criteria:

. Estimates are representative of average times for providing service. Extremely
difficult or abnormally simple projects are excluded from the analysis.

. Estimates provided by staff are reviewed and approved by the department, and
often involve multiple iterations before a study is finalized.

. Estimates are reviewed by the project team for “reasonableness” against their
experience with other agencies.

The Matrix Consulting Group agrees that while the use of time estimates is not a
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perfect approach, it is the best alternative available for setting a standard level of
service for which to base a jurisdiction’s fees for service, and it meets the requirements
of California law.

The alternative to time estimating is éctual time tracking, often referred to billing
on a “time and materials” basis. Except for in the case of anomalous or sometimes very
large and complex projects, the Matrix Consulting Group believes this approach not to
be cost effective or reasonable for the following reasons:

. Accuracy in time tracking is compromised by the additional administrative burden
required to track, bill, and collect for services in this manner.

. Additional costs are associated with administrative staff's billing, refunding, and
monitoring deposit accounts.

. Customers often prefer to know the fees for services in advance of applying for
permits or participating in programs.

. Applicants may begin to request assignment of faster or less expensive
personnel to their project.

. Departments can better predict revenue streams and staff needs using
standardized time estimates and anticipated permit volumes.

Situations arise where the size and complexity of a given project warrants time
tracking and billing on a “time and materials” basis. However, the Matrix Consulting
Group discourages this practice whenever possible.

2. CROSS CHECKS ENSURE THE VALIDITY OF OUR ANALYTICAL MODEL

In addition to the collection of time estimate data for each fee or service included
in the User Fee Study, annual volume of activity data assumptions are also a critical
component. By collecting data on the estimated volume of activity for each fee or
service, a number of analyses are performed which not only provide useful information

to departments regarding allocation of staff resources, but also provide valuable cross
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checks that ensure the validity of each cost allocation model. This includes assurance
that 100% of staff resources are accounted for and allocated to a fee for service, or
“other non fee” related category. Since there are no objectives to make a profit in
establishing user fees, it is very important to ensure that services are not estimated at a
level that exceeds budgeted resource capacity. If at least and not significantly more
than 100% of staff resources are accounted for, then no more than 100% of costs

associated with providing services will be allocated fo individual services in the study.
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4. DETAILED RESULTS FOR PLANNING FEES

The motivation behind a cost of services (User Fee) analysis is for the Mayor,
City Council and staff to maintain services at a level that is both accepted and effective
for the community, and also to maintain control over the policy and management of
these services.
1. OVERVIEW OF TOTAL COST RESULTS

The Department of City Planning serves the public by “partnering with all
Angelenos to transform Los Angeles into a collection of distinctive, healthy, and

"' This is accomplished through review of planning and

sustainable neighborhoods.
zoning applications, updating and revising the City’s General Plan, and preparing and
updating New Community Plans.

The City of Los Angeles wished to consider updating and improving its Planning
Fee Ordinance, for many of the reasons previously discussed in Chapter 2. Therefore,
the Matrix Consulting Group worked with City staff to undergo a th.orough analysis that
connects staff hours and costs by various project types to fees for service. The
presentation of results in this chapter are intended as summaries of extensive and
voluminous cost allocation documentation for the Department’s analytical model. The
full analytical results were provided to the City staff under separate cover from this
summary report.

The total cost of the Department, as factored into this Study, is approximately

$59.6 million. This cost is comprised of the following components:

' Taken from the City of Los Angeles Department of City Planning’s Mission Statement.
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% of Total
Source of Cost Amount Cost
Direct Personnel Cost $42,331,500 71%
Budgeted Expenditures (Non-Salary) $4,761,127 8%
Citywide Overhead Costs $12,631,334 21%
TOTAL $59,623,961 100%

The actual budget appropriation for the Department of City Planning in Fiscal

Year 2008-09 was $34,067,321. The following are key variances between the

Department’s original appropriation and costs included in this Fee Analysis and Study:

Funding of authorized positions for the Department. All of the Department’s
authorized positions were assumed as funded in this analysis, based on the
assumption that these are the reasonable number of staff needed to provide an
appropriate level of service.

Benefit costs associated with each position. The Department does not
currently budget personnel benefit costs in their line-item budget. These are
allowable and appropriate City costs associated with provision of services and
can be recovered in fees for service. A percentage factor for these costs,
provided by the Controller's Office, is included in the Direct Personnel Cost
section of the table above.

City-wide Overhead. Costs associated with providing services do not stop at the
Department Level. Although the Department of City Planning does not currently
budget for support received from Citywide administration, etc., a factor for these
costs, as provided by the Controller’s office, is allowable and included in the full
cost calculations.

The Department of City Planning is funded through a myriad of sources,

including: user fees for services, general fund revenues, and special funds. Through a

series of allocation models, the Matrix Consulting Group has comprised the resulting

information on the total estimated cost of providing Department of City Planning

services into two main sections:

Fee Related Services: Includes services mostly charged for on a flat (per unit)
basis. Results are summarized in the narrative below, and presented on both a
per unit, and annualized level in Attachment A of this report.

Fee Supporting and Other Non-Fee Related Services: This section includes
fee related services that are charged either on a time and materials basis, oron a
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policy basis (such as a percentage of the original fee). In addition, although

jurisdictions generally do not consciously subsidize all Planning activities, there

are some activities that are not fee for service related, and therefore not
recoverable in the total cost calculations of the fees. These items are discussed
in more detail below.

The project team recommends the City try to recover as much service costs as is
feasible. For many fee related services, the Matrix Consulting Group recommends
setting fees at 100% cost recovery. However, as discussed in Chapter 2 of this report,
several political and economic policy factors often warrant adoption of fee levels at less
than 100%.

{1) Attachment A: Fee Related Services Tables
The recommendations and proposed fee structures in this report are legally

defensible and establish a nexus between costs of providing services to each specific

user fee that is charged.

Attachment A displays the resuiting cost of services calculations from two
perspectives:

. First, on a “Fee Per Unit” Basis: comparing the full cost of providing each unit
of service to the current fee for each unit of service (where applicable). The
attachment shows the per unit costs broken down by the functional division / unit
providing these services, with a resulting “total cost per unit" for each item
included in the study.

. Second, on an annualized basis: the project team utilized volume of activity
estimates taken from the Department’'s permit software database, and used this
information to project annual subsidies and revenue impacts associated with the
implementation of each fee for service at full cost recovery levels.

It shouild be noted that the results are not a precise measurement. Changes to
the structure of fee names, interpretation of data contained in the Department’s permit

software, along with the use of time estimates allow only for a reasonable projection of

subsidies and revenue. Consequently, the Mayor, City Council, and City staff should
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rely conservatively upon these estimates to gauge the impact of implementation going
forward.

The total cost of fee related services included in this section of the analysis is
approximately $18 million. The City's estimated current revenue for these items is
approximately $7 million. The City is currently achieving 40 percent of total cost
recovery for these services. If these fees were set to recover 100 percent of their cost,
additional revenue of approximately $11 million could be achieved.

(2) Attachment B: Fee Supporting and Other Non-Fee Related Services

This study focused on identifying the full costs of providing planning services
throughout the entire department. Some of the resulting cost calculations presented in
Attachment B are currently charged either on a time and materials, or policy basis (such
as percentage of the original fee). Also shown in Attachment B are costs borne by the
Department of City Planning that are not considered recoverable via user fees for
service. Some of those costs are found within the work units directly involved with
processing planning applications and cannot be recovered through Planning fees. Other
non-fee related costs are included in the administrative work units that do not provide
direct planning services to developers and the general public.

Attachment B identifies the type of fee supporting and non-fee related services
provided by each division or functional unit within the Department of City Planning. The
total annual estimated cost of providing these services is approximately $37 million.

(3) Attachments C through F: Market Survey of Fees and Cost Recovery
Policies in Comparable Jurisdictions

As part of a cost of services (user fee study) for the City of Los Angeles’

Department of City Planning, the Matrix Consulting Group worked with Amey
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Management Services (a Local certified MBE/DBE subcontractor) to conduct a
comparative survey of planning fees, as well as of general questions related to the
administration of fees and cost recovery policy.

This User Fee Study provides the City with a reasonable estimate and
understanding of the true costs of providing planning services. Once this information is
available to policy makers, there are many reasons jurisdictions decide to set fees at a
level that does not reflect the full cost of providing services. As discussed in Chapter 2

of this report, criteria for such policies generally include:

. Charging or increasing a fee will result in a decrease of quantity of services
applied for;
. Offering free or subsidized services will allow an identified group to participate in

services that they cannot afford.

. Offering free or subsidized services will support activities that benefit not only the
individual receiving the services, but a significant portion of the community at
large.

In addition to the reasons noted above, many jurisdictions also wish to consider
the local “market rates” for services as a means for assessing what types of changes in
fee levels their community can bear.

The foliowing issues should be noted regarding the use of market surveys in the
setting of fees for service:

. A market survey does not provide adequate or objective information of the
relationship of a jurisdictions costs to its fees. Therefore, comparative surveys do

not help the Mayor of Council make cost-based decisions.

. Each jurisdiction and its fees are different, and many are not based on actual
cost of providing services.

. The same “fee” with the same name may include more or less steps or sub-
activities. In addition, jurisdictions provide varying levels of service and have
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varying levels of costs associated with providing services such as staffing levels,
salary levels, indirect overhead costs, etc.

Because each jurisdiction is different, the Matrix Consulting Group recommends
that the information contained in the market comparison of fees be used as a secondary
decision-making tool, rather than a tool for establishing an acceptable price point for
services.

The following is an outline for the survey, in accordance with the contract and
proposed scope of work. The survey was completed in two phases. First, a comparison
of L.os Angeles to large national cities of similar scope and size. Second, a comparison
of Los Angeles to regional cities providing similar services. The following tasks were
performed to complete the surveys:

. Matrix Consulting Group worked with the City and AMS to identify up to seven
nationa! jurisdictions with comparable activities for inclusion in the market
comparison.

. Matrix Consulting Group developed the survey tools and selected, with
Department concurrence:

- Up to 25 of the most appropriate fee items in the Department for
benchmarks, and

- Up to 10 additional comparative questions related to cost recovery policy
and procedure, processing volumes, staffing levels, etc.

. AMS administered the national survey, and documented the results. Matrix
Consulting Group administered the regional survey, and documented the results.

The Matrix Consulting Group recommends that the number of fees and
jurisdictions involved in a comparative survey be limited to the vital few necessary to
assess the market and make decisions. Using an excessive number of components to
such a survey risks creating a confusing excess of data that obscures rather than

clarifies policy issues. Limiting the number of components keeps the focus on vital fee
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items with the most significant impact to the community. The resuits of the national fee
survey are shown in Attachment C, and results of the national cost recovery policy
comparative questions in Attachment E. the results of the regional fee survey are shown
in Attachment D, and regional cost recovery policy comparative questions in Attachment
F.

2. ADDITIONAL FEE SETTING POLICY CONSIDERATIONS

The following additional fee setting and funding policy considerations should be
considered in relation to the Study's resulits:

(1) Revise the Current Charging Mechanism for Multiple Application Permits

The current mechanism used to charge for review of projects requiring multiple
entitlement applications includes a base fee equal to the highest application, plus a flat
$1,067 fee for each additional application required.

The potential mix of applications in any given muitiple entitement case is so
varied that an average flat fee per additional application will not adequately reflect the
level of effort required on a case by case basis. Instead of assessing a flat fee per each
additional application, the Matrix Consulting Group recommends adopting a policy to
charge 100% of the highest application item, 50% of the second highest, and 25% of
each additional application after the second. This graduated structure recommendation
was established via discussion with Department staff, and more reflectively accounts for
economies of scale achieved in intake, processing, and direct project review when
multiple entitlements are involved on a single project.

(3) Recovery of City Clerk Advertising Costs
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During the fee study process, Matrix Consulting Group identified costs
associated with the publishing of Initial Study Mitigated Negative Declaration (MND) and
Environmental Impact Report notices in the local newspaper. These costs are neither
allocated to the Department of City Planning's operating budget, nor assessed to the
Department via a citywide overhead administration charge (commonly developed
through a full cost allocation plan}. Therefore, the City Clerk currently administers and
absorbs the cost of publishing services for the Department of City Planning. City staff
provided the Matrix Consulting Group with data related to publishing costs associated
with each MND and EIR. Over a two-year period, the average cost for publishing an
MND was approximately $946 per project. The Matrix Consulting Group recommends
that a fee for service to recover publishing costs be assessed as an additional charge
on top of each MND, either as a flat fee of $946, or on a pass-through basis as the City
Clerk incurs these costs. For EIR review, the Department’'s cumrent method of cost
recovery is to charge applicants on a time and materials basis. For these projects, the
Department could also directly bill the publishing costs for the City Clerk to the EIR
project account for full cost recovery.

(4) Potential Surcharges for the City’'s New Community Plan Program and
Survey LA

It is common for jurisdictions in California to employ “surcharges” on top of their
fees for service to fund certain types of operational support costs. Popular surcharges
employed in the West include: technology maintenance and replacement, fund reserve
contributions, code enforcement, records maintenance, and general plan maintenance

and update. Surcharges are generally assessed as a percentage of fees or some other
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metric such as valuation, and are meant to recover costs from entire groups who
receive overall benefit from services rather than individual clients or customers.
{3.1) Funding the General Plan Maintenance and Update

The City of Los Angeles updates its general plan and related specific and
community plans on a routine bases. These plans help to guide the growth of the
community in a consistent manner. Government Code 66014 (b) aliows local agencies
to, “...include the costs reasonably necessary to prepare and revise the plans and
policies that a local agency is required to adopt before it can make any necessary
findings and determinations.” This section of the Government code supports inclusion
of general plan maintenance and update costs in both planning and building fees for
service.

Within the last year, the City Council adopted the New Community Plan Program
Policy and funding plan to develop and update its 35 Community Plans on a ten year
cycle. Because a current General Plan document is needed to determine conditions of
approval, entitements, and building permit approval, these costs are legitimate to
recover in the programs and fees it supports. As part of the User Fee Study, the Matrix
Consulting Group worked with Department staff to revisit the assumptions included in
the Council’'s recently adopted policy. The following table is a comparison of adopted

costs versus the estimated total costs of the New Community Plan Program:
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Fee Study -
Comm.
NCPP Plan Fee Study -
Adopted Fee Study - Annual Total
Policy Costs NCPP Maint. Average
Cost Component {annual} (annual) (annual) {annual)
CPB Staff - Full Cost Incl. Citywide
Overhead $6,947,590 $954,780 $7,902,370
Contract Services per Year $2,083,296 $2,083,296
Citywide Division Support per Year $217,764 $217,764
GIS Division Support per Year $700,631 $700,631
Urban Design Studio Support per Year $83,038 $83,038
Total Estimated NCPP cost Per Year $5,642,361 $9,949.281 | $1,037.818 | $10,987,099

Compared to the original estimated annual costs adopted recently by City

Coungcil, the User Fee Study result indicate the City is scheduled to fund approximately

50% of the Program'’s requirements.

To implement a surcharge for recovery of general plan maintenance and update

costs borne by the New Community Plan Program, the Department and Council could
agree upon a desired cost recovery target for this program, to be captured on top of
Building and/or Planning fees for service. The actual calculation of the surcharge is
affected by the actual fee-setting action determined by the local decision making
authority.

(3.2) Funding the Los Angeles Historic Resource Survey Project (SurveyLA)

The Department of City Planning is currently in the process of completing a
citywide Historic Resources Survey. Surveyl A has multiple purposes: its primary use is
to serve the development review process, but it also offers many other secondary
benefits as a community resource, a resource for researchers, support for cultural

tourism, filming activity, disaster preparedness, etc.

Matrix Consulting Group Page 23

H
H




CITY OF LOS ANGELES DEPARTMENT OF CITY PLANNING
Final Report on the Fee Analysis and Study

As a development review tool, the Survey will provide necessary baseline
information for making determinations on entitiement review, particularly in assessing
potential impacts on historic resources as required for each project under the California
Environmental Quality Act (CEQA). The survey information will be fully integrated into
the Department's ZIMAS GIS system and will be available to all project applicants to
guide up-front decision-making during the entitlement process. The Survey will also
provide critical information for the New Community Plans, listing potential historic
resources in the policy text of the plans and assessing historic resources impacts in the
Environmental impact Reports for the New Community Plans.

A portion of SurveylL A is funded via a five-year grant agreement with the Getty
Foundation. According to the grant agreement, the City's in-kind and dollar-for-doliar

match for over the five-year period is:

Year City's Expense
225,500
200,500
729,500
770,500
810,500
Subtotal $ 2,736,500
Construction Services Fund Contribution {$ 100,000)
TOTAL $ 2,636,500
Average Cost Per Year $ 527,300

N —
LA O R ER|ER

Under the same premise discussed for the General Plan surcharge above, the
City could potentially assess a surcharge on top of applicable permits to recover a
portion of SurveyLA’s costs not already covered by the Getty Grant.

Similar to the General Plan Surcharge, the actual calculation of a surcharge is
dependent on the actual fee-setting action determined by the local decision making
authority, as well as policy decisions on the appropriate amount of SurveyLA costs

recommended for recovery in fees for service.
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ATTACHMENT A

Cost Recovery Report Table ~ Total for All Fee Related Services
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ATTACHMENT B

Cost Recovery Report Table — Total for Fee Supporting and Non-Fee Related
Services
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ATTACHMENT C

National Survey of Market Rates and Fees
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ATTACHMENT D

Regional Survey of Market Rates and Fees
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National Survey of Questions Pertaining to Cost Recovery Policy and Procedure
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E. NATIONAL SURVEY OF COST RECOVERY
POLICY AND PROCEDURE PRACTICES

As part of the User Fee Study for the Department of City Planning, Matrix
Consulting Group, Amey Management Services, and the Department of City Planning
developed a comparative survey in order to develop quantitative and qualitative data
identifying differences, and assuring compliance with conditions of development in the
City versus other comparable communities. This chapter contains the responses to the
procedural questions of the market survey for the City of Los Angeles’ Department of
City Planning. The comparative survey consisted of questions in ten categories
regarding policy, to research and answer. The ten categories were cost recovery policy
and impact, cost adjustment and analysis, overhead costs, productivity, discounts, pre-
development counseling, pricing strategy, fee calculator, introduction of new fee
structure, and cost sharing. Each of the categories contained specific questions to
ensure clear and direct answers were reached.

The comparative survey was distributed to seven jurisdictions: Portland, OR; San
Jose, CA; Oakland, CA; San Francisco, CA; Dallas, TX.; Denver, CO; and Seattle, WA.
Contact was made with someone in each of the seven selected jurisdictions, however,
only Portland and San Jose returned their responses. The answers for the jurisdictions
that failed to provide their feedback are based on research of public information and
interpretation of fee schedules. The jurisdictions of Dallas and Denver had very basic
fee schedules and websites for their planning departments as compared to the other
jurisdictions included in the survey, therefore it was more difficult to find public

information and interpret policy by reviewing their fee schedules. The answers provided
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by Portland and San Jose are provided with as litile editing and modification as possible

to ensure the clarity of their responses.

1.

The sections below summarize the responses of the comparative survey.
COST RECOVERY POLICY AND IMPACT

Respondents were presented with a series of questions regarding their

department'’s cost recovery policies, including the percentage of their budget recovered

by fees, and other funding sources.

Portland: The Land Use Services Division (LUS) is a division within the Bureau
of Development Services (BDS). BDS is an enterprise fund primarily fee
supported through the review, issuance, and inspection of building permits.
Some programs do receive General Fund support such as Neighborhood
Inspections (housing and nuisance complaints). LUS seeks to be fully supported
by revenues; however, they do receive about 17 percent of their budget from the
General Fund.

San Jose: The planning department is part of the Planning, Building and Code
Enforcement Depariment. The planning department has a goal of 100% cost
recovery for development services, but had a projected shortfall of approximately
11-17% in 2007-2008.

San Francisco: The City has a goal of 100% cost recovery. To aid in the
achievement of their goal, San Francisco charges time and materials costs in
addition to their fees, to capture all additional costs beyond those covered by
base fees.

Seattle: The City's planning department charges by the hour which ensures
labor costs are covered based on the amount of time each request takes to
complete,

Review of public information and fee schedules for Oakland, CA, and Dallas, TX.

and Denver, CO, did not provide enough information to answer these questions.
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2. COST ADJUSTMENT AND ANALYSIS
Respondents were presented with a series of questions regarding how often their

department analyzes the cost of providing services and comprehensive fee studies, as

well as what index is used to calculate fee updates in years when there is not a

comprehensive study.

. Portland: LUS participates with the rest of BDS in the fee analysis for each
program. They have not completed a comprehensive study for LUS in about 5
years. They do rely on the CP!| for most across the board fee increases.
However they annually look at the number of case types to determine if some
case review fees should be increased greater than the cost of living due to the
increased staff time required and/ or complexity of the projects. They have
actually lowered some review fees for residential projects as a courtesy to
homeowners.

. San Jose: Costs are analyzed yearly and a detailed reassessment is done
about every five years. Yearly adjustments are based on costs of staff including
overhead, and benefits are negotiated with their main customer groups.

Review of public information and fee schedules for San Francisco, CA; Seattle,

WA.; Dallas, TX; Oakland, CA; and Denver, CO, did not provide enough information to

answer these questions.

3. OVERHEAD COSTS
Respondents were presented with a series of questions about what types of cost

recovery were included in their case processing fees, such as technology updates,

general plan and specific plan maintenance, and records management.

. Portland: The zoning code is maintained by the Bureau of Planning. BDS staff
participate in the legislative review process for code improvement. These staff

costs are included in cost recovery.

. San Jose: The City’s overhead includes all costs on internal department staff,
city wide staff costs, and “rent".
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Oakland: The City's fee schedule does state additional fees, collected on a
percentage basis, dedicated specifically for technology and records
management.

Review of public information and fee schedules for San Francisco, CA; Dalias,

TX; Seattle, WA; and Denver, CO, did not provide enough information to answer these

questions.

4.

PRODUCTIVITY

Respondents were presented with questions regarding their department’s

productivity, including how many cases were processed in the last year, how many staff

were on hand to process cases, and if staffing levels are adjusted for case load.

Portland: The City processed 1,102 applications last fiscal year. They have
held steady with staffing levels, with some current vacancies remaining unfilled
with the current economic situation. For land use case review they are organized
by specialty (Land Division, Design Review, Environmental./Greenway Review,
and what they call Title 33 handling zone changes, conditional uses, and
adjustments among other reviews). They also have Planners who specialize in
staffing their Development Services Center (DSC) handling public zoning
information and building permit review. These Planners also administer non-
discretionary reviews including property line adjustments and zoning confirmation
letters. Most of these Planners also do case review in different specialty areas;
many of the case reviewers also take DSC counter shifts; many of the case
reviewers also handle the permit plan checks related to their land use reviews.
This allows them to move trained staff around to cover changes in workload and
case types and provides an additional level of professional development. The
total number of staff in their division is 78. 56 are Planners who range from entry
level Planning Assistants through to Senior Planners. They have a Division
Manager and 7 Section Managers. They have 5 Technicians who provide
support to the Planners, prepare land use review materials after application, and
facilitate the final plat review process for land divisions. They have 9 office
support staff responsible for preparing, mailing and tracking documents.

San Jose: The City processed 2,047 planning applications including about
1,000 administrative reviews. Their staffing is based on activity and revenues,
which is why cost recovery is essential.

Oakland: The City processes approximately 1,500 applications annually.
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Review of public information and fee schedules for San Francisco, CA,; Dallas,
TX; Seattle, WA; and Denver, CO, did not provide enough information to answer these
questions.
5. DISCOUNTS
Respondents were provided with questions regarding fee reductions and
discounts given, including what and whom the discount was for, and how the discount
was applied.
. Portland: The Director may waive LUR fees for low income individuals.
Neighborhood associations may also have appeal fees waived. The waivers are
for BDS fees only. Review fees charged by other Bureaus are charged or the

applicant must receive a waiver from each Bureau.

. San Jose: Several types of applications are kept at less than cost recovery by
Council and are included in the budget Fees and Charges process.

Review of public information and fee schedules for Oakland, CA; San Francisco,
CA; Dalias, TX; Seattie, WA; and Denver, CO, did not provide enough information to
answer these guestions.
6. PREDEVELOPMENT COUNSELING
Respondents were presented with questions pertaining to predevelopment
counseling, including weather or not it is required, if submittal reviews are allowed
before an hourly rate is applied, or if the predevelopment fee is applied toward the final
application fee.
. Portland: The Portland Zoning Code requires formal pre-application
conferences for certain types of land use reviews. A separate fee is charged for
these conferences. They also offer a number of early assistance meetings for a
fee, which is optional, but will provide development information and review
options for a proposal. These appointments are set by specialty — design,
general, land division, and environmental. Staff from their Transportation and

Environmental Services bureaus also participate, and contribute written
comments for these appointments. They offer an early zoning standards review
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for a fee, which is a plan check prior to formal submittal for a building permit. For
design reviews, we also offer a Design Advice Request (DAR), a more formal
opportunity to receive feedback from the design commission or landmarks
commission (if historic district or landmark structure). We do not charge for
information provided at the counter. A couple of the services are based on a
hourly rate; however, the early assistance appointments are charged based on a
one hour appointment, and the early pre-submittal plan review is charged a
minimum of 3 hours for commercial projects. The early assistance appointments
have been offered for about 3 years and were started with the idea that they
would result in better land use review applications. They do see more complete
applications, because the applicants are receiving a complete set of application
materials for the particular type of application as well as comments on issues to
address. The DAR has been more successful as it provides a higher level of
feedback before an application is submitted.

. San Jose: The City charges for pre-development counseling but it is optional.
Initial consultation is provided at the counter and is limited to answering factual
qguestions, i.e. setbacks and uses. This is a cost recovery service and no credit
given to filing an application. The fee was added about 7 years ago and the
number of prelims completed dropped by about half when they started charging.

. Oakland: The City’s fee schedule shows pricing for what they term a “pre-
application”, though it does not appear to be mandatory.

. San Francisco: The City's fee schedule shows pricing for what they term
“project review”, though it does not appear to be mandatory.

. Seattle: The City's fee schedule shows pricing for a “pre-application conference”
fee. The fee does not appear to be mandatory and is eventually applied towards
the application fee. The initial fee covers one hour and an hourly rate is charged
for each hour beyond the initial one.

Review of public information and fee schedules for Dallas, TX and Denver, Co.

did not provide enough information to answer these questions.

7. PRICING STRATEGY
Respondents were presented with a series of questions regarding their

department's pricing strategy, including how they determine their fees, if there is a

complexity factor, or if combination permits are offered.

. Portland: The City charges higher fees for the more complex Type llI reviews
than the other types. The fees cover all aspects of the review process and other
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departments, including the Hearings Office, charge concurrent fees for reviews.
For cases for multiple reviews such as a conditional use with a design review,
they charge the full fee for each review. There is some break from the service
bureaus for concurrent reviews, as noted in the footnotes in the fee schedule.

San Jose: The City's fees are based on the parts required to complete the staff
review for the typical application. An extra fee is collected for extra staff time, i.e.
an extra review cycle, extra community meeting, responding to an appeal, etc.
An hourly rate is charged for most exceptions,

Oakland: The City’s fee schedule shows escalated fees for what they deem
“major” permits over “minor” permits. “Minor” permits are those handled at the
administrative level and “major” permits are those handled by the Planning
Commission. Their prices also increase based on number of permits requested
rather “minor” or “major”.

San Francisco: The City's fee schedule shows a flat hourly fee for standard
administrative needs and uses computation worksheets to determine the
appropriate fee for each permit based on the value of the project. In the case of
multiple requests, each additional request will be charged at 50% plus the time
and materials cost mentioned earlier.

Seattle: The City's fee schedule states that all fees are based on an hourly rate.
Minimum and maximum hours have been established based on application type
to set base fees.

Denver: The City's fee schedule shows flat base fees that increase based on
valuation and acreage.

Dallas: The City's fee schedule shows flat fees for standard administrative
applications, and ladder pricing based on acreage and number of lots for other
permits,

FEE CALCULATOR

Respondents were presented with questions regarding automatic fee calculators

available to the public in house, or on line, and whether or not the calculators created

consistency among staff and applicants.

Portland: The City posts their fee schedule on line. They do not offer an on-line
calculator; however with set fees for reviews, their fees can be calculated fairly
easily. The City’s permit tracking system automatically calculates fees for staff
based on the type and number of reviews. Staff will assist applicants at the
counter or through the early assistance appointments with fee calculations.
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San Jose: The City's fee schedule can be found on line, but they do not have a
fee calculator.

Oakland: The City does not have a fee calculator on line, nor do they post their
fee schedule on line.

San Francisco: The City offers a fee calculator, as well as their fee schedule on
line.

Seattie: The City offers their fee schedule and a calculator on line.

Denver: The City does not offer a fee calculator, however, they do offer their fee
scheduie on line.

Dallas: The City of Dallas’ website does not contain a fee calculator but it does
contain their fee schedule.

INTRODUCTION OF A NEW FEE STRUCTURE

Respondents were presented with questions regarding how their department’s

make changes to and introduce new fee structures, and what, if any, problems have

arisen from that process.

Portland: Bureau fees increase proposals are presented to industry groups as
well as to the bureau's Development Review Advisory Committee (DRAC), which
is comprised, of design professionals, industry, and neighborhood
representatives. All fee increases must be approved by the City Council. They
post notices prominently in the DSC well ahead of the effective date, which is
usually July 1%

San Jose: The City meets with customers year round and talks to them about
fees about 6 months before they are implemented. They post them on line and
have various user groups they talk to about budget, performance and fees. They
have separate e blasts (emails), and the public hearing process.

Review of public information and fee schedules for Oakland, CA; San Francisco,

CA; Dallas, TX; Seattle, WA; and Denver, CO, did not provide enough information to

answer these questions.

10.

COST SHARING
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Respondents were presented with a series of questions regarding their cost

sharing policies, including whether they coliect fees for other departments, how long

other departments have to review planning cases, or if those departments assign

overtime hours for staff to review these cases.

Portland: The fee schedule includes the fees for other departments. These fees
are collected by BDS staff at the time an application is submitted. Each bureau
has staff dedicated to land use review and permit review. The approval criteria in
the zoning code include provisions for determining if the service infrastructure is
capable of handling the proposal. Upon receipt of an application for a Type 3
proposal, the service bureaus receive an early request to review for
completeness to determine if additional information related to their interests. Any
comments received are incorporated into the assigned Planner’'s incomplete
letter to the applicant detailing what additional information must be submitted in
order to deem the application complete. The service bureaus also receives
copies of the Notice of Proposal, for all review types mailed to the neighborhood,
and may provide additional comments prior to the Planner issuing a decision or
before the public hearing if one is required.

San Jose: The City collects fees for other departments. Review cycles are
based on the scale of the project and the stage of the process. Departments
have staff paid form from fees to work on project normally. They have a cost
development survey that is their best tool to analyze how much it costs as it gives
very specific prototype projects for cities to cost out in an equal comparison in
most cases.

Review of public information and fee schedules for Oakland, CA; San Francisco,

CA; Dallas, TX; Seattle, WA; and Denver, CO, did not provide enough information to

answer these guestions.
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F. REGIONAL SURVEY OF COST RECOVERY
POLICY AND PROCEDURE PRACTICES

As part of the User Fee Study for the Department of City Planning, Matrix
Consulting Group and the Department of City Planning developed a comparative survey
in order to develop quantitative and qualitative data identifying differences, and assuring
compliance with conditions of development in the City versus other comparable
communities. This chapter contains the responses to the procedural questions of the
regional market survey for the City of Los Angeles’ Department of City Planning. The
comparative survey consisted of questions in ten categories regarding policy, to
research and answer. The ten categories were cost recovery policy and impact, cost
adjustment and analysis, overhead costs, productivity, discounts, pre-development
counseling, pricing strategy, fee calculator, introduction of new fee structure, and cost
sharing. Each of the categories contained specific questions to ensure clear and direct
answers were reached.

The comparative survey was distributed to six jurisdictions: Long Beach, CA;
Pasadena, CA; Santa Clarita, CA; Glendale, CA; Burbank, CA.; and Los Angeles
County, CA. Contact was made with somecne in each of the seven selected
jurisdictions. The sections below summarize the responses of the comparative suNey.
1. COST RECOVERY POLICY AND IMPACT

Respondents were . presented with a series of questions regarding their
department’s cost recovery policies, including the percentage of their budget recovered
by fees, and other funding sources.

. Long Beach: The City's planning department has a formal cost recovery policy
of full cost recovery, and as such, is funded100% by its fees.
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Pasadena: The City updates their fees annually in October to update current
fees, delete unnecessary fees, and add / incorporate new fees. The Planning
Division recovers 33% of its budget from fees, with the General Fund contributing
62%, and the other 5% coming from outside sources.

Santa Clarita: The City has an unofficial policy of doing a fee study update
every few years using outside consuitants. Information on the percentage of the
department’s budget covered by fees was unknown.

Glendale: The City reviews its permits and fees annually. Fee revenue makes
up 25% of the Department’'s budget, with 65% coming from the General Fund,
and the remaining 10% is funded through a Gas Tax and the RDA,

Burbank: The City does not have a formal cost recovery policy. While exact
numbers were not available, the Department’s budget is heavily subsidized by
the General Fund.

Los Angeles: The County does not have a formal cost recovery policy. The
Department's budget is coved 50% by fees, and the remaining 50% by the
General Fund.

COST ADJUSTMENT AND ANALYSIS

Respondents were presented with a series of questions regarding how often their

department analyzes the cost of providing services and comprehensive fee studies, as

well as what index is used to calculate fee updates in years when there is not a

comprehensive study.

Long Beach: Costs are analyzed on an as needed basis, and annual fee
increases are based upon CP1 factors.

Pasadena: A full analysis is conducted approximately every five years, and
annual fee increases are based upon CPI factors.

Santa Clarita: A full fee study is conducted every two years, with CPI increases
occurring at mid-year in off years.

Glendale: The City analyzes its major fees yearly, and minor fees every other
year, or as dictated by council. CPl increases are applied to account for inflation.
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Burbank: The City analyzes its costs of providing services yearly, however, they
haven't conducted a comprehensive fee study in over 10 years. There is no CPl
or set percentage used to calculate annual fee updates.

Los Angeles County: The County analyzes its costs of providing services every
five years, and updates its fees annually based on CPI.

OVERHEAD COSTS

Respondents were presented with a series of questions about what types of cost

recovery were included in their case processing fees, such as technology updates,

general plan and specific plan maintenance, and records management.

[

Long Beach: There is a surcharge for all applications that is for GIS, technology,
and records retention.

Pasadena: Included in case processing fees are costs for city-wide / agency-
wide overhead, technology updates, general plan and specific plan maintenance,
zoning code maintenance, and records management.

Santa Clarita: Included in case processing fees are costs for city-wide / agency-
wide overhead, technology updates, general plan and specific plan maintenance,
zoning code maintenance, and records management.

Glendale: The City applies a technology surcharge on top of current fees.

Burbank: The City does not account for, or apply any surcharges to recover for
technology updates or plan maintenance.

Los Angeles County: Costs for technology updates, general plan and specific
plan maintenance, zoning code maintenance, and records management are
included in case processing fees.

PRODUCTIVITY

Respondents were presented with questions regarding their department’s

productivity, including how many cases were processed in the last year, how many staff

were on hand to process cases, and if staffing levels are adjusted for case load.

Long Beach: The Planning Department processed roughly 186 cases in the last
fiscal year, with 11 full time staff. This is on par with case {oad and staffing levels
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from the previous fiscal year. Staffing levels are maintained regardless of case
processing loads.

Pasadena: The Planning Department processed 674 cases in the last fiscal
year, an increase of 40 cases from the previous year, while maintaining 24 staff
members, When marked decreases occur in case loads, case processing
planners may be shifted over to the Land Use Element Update effort.

Santa Clarita: The Planning Department processed 199 formal submittals in the
last fiscal year, with 7 full time processaors. There has not been a significant
decrease in submittals or staff in the last fiscal year. The Department has never
had a layoff, however, they do have some unfilled (frozen) vacancies.

Glendale: The Planning Depariment was unable to provide exact case
processing numbers, however, they did not see a significant change between the
this and the prior fiscal year. Currently the Planning department has 2.5 Urban
Design staff, 1 Zoning planner, and 11 current planners. Case load volumes are
taken into account with regards to staffing levels.

Burbank: The Planning Department processed 90 applications, and took in 120
with 5 full time planners. While application volume has gone down from the
previous fiscal year, staffing levels have stayed the same. If planners become
overloaded with case work, contract planners are retained.

Los Angeles County: The County was unable to provide exact case numbers,
but has seen a significant decrease in permit volume over the last six months.
Staffing has been driven by revenue intake and case load.

DISCOUNTS

Respondents were provided with questions regarding fee reductions and

discounts given, including what and whom the discount was for, and how the discount

was applied.

l.ong Beach: The City Council has sole discretion in allowing discounts, and
how they should be applied.

Pasadena: The City discounts or waives fees for Single Family Residential,
Historic Preservation, Enterprise Zone, and Affordable Housing permits. Permit
discounts are determined by a staff analysis as to what would encourage growth
in the aforementioned permit types, and are then approved by the City Council.
All discounts are applied at the end of the total fee calculation.
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Santa Clarita: The only fee reduction given by the City is for appeals of projects
for people who live within 500ft of a project. The City Council sets the discount,
50% of the current fee, and is applied at the end of the fee calculation.

Glendale: The City Council has the option of finding funding to augment some
or all of a permit fee. This typically only applies to council initiated cases.

Burbank: The City Council determines what discounts and reductions are
applied to fees. The City currently has discounts built into their fees for Single
Family permits.

Los Angeles County: The Community Development Council has sole discretion
as to which groups have fees subsidized. Currently low income and certain non-

profits are given discounted fees. Discounted fees are calculated during fee
studies, and approve by the Board of Supervisors.

PREDEVELOPMENT COUNSELING

Respondents were presented with questions pertaining {o predevelopment

counseling, including weather or not it is required, if submittal reviews are allowed

before an hourly rate is applied, or if the predevelopment fee is applied toward the final

application fee.

Long Beach: Predevelopment counseling is required for larger or more complex
projects with a fee of $700, while small or minor projects have the option of
meeting with staff free of charge. This fee is then applied toward the final
application fee. While this fee is relatively new, it appears to only discourage “out
there” permit applications.

Pasadena: The City offers optional predevelopment counseling for a fee of
$592.80. Any over the counter reviews are usually done free of charge. Any
predevelopment fees incurred are not applied to the final application.

Santa Clarita: The City established an optional predevelopment counseling fee
over 15 years ago, currently $815. There is no formal policy regarding number of
reviews allowed, nor is an hourly rate applied for more complex cases. The
predevelopment fee is applied to the final application fee.

Glendale: The City offers optional predevelopment counseling free of charge,
however they do charge a 12% review fee for Environmental Review cases, or
unusually extensive projects.

Burbank: The City offers optional predevelopment counseling free of charge.
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Los Angeles County: The County offers optional predevelopment counseling for
a fee which is applied toward the final application fee.

PRICING STRATEGY

Respondents were presented with a series of questions regarding their

department’s pricing strategy, including how they determine their fees, if there is a

complexity factor, or if combination permits are offered.

Long Beach: The City uses fee studies to determine their fees. As fees are set
to full cost recovery, there are no complexity factors, or discounts given for
multiple requests. A permit fee includes all components of a case except for
appeals, which are charged separately.

Pasadena: The City determines its fees using a basic analysis of the hours
performed by type of employee, including overhead. Fees will vary based upon
the level of work required to process the application, and include an average
number of requests. A permit fee includes all components of the application
process including appeals. When a permit requires multiple requests, the
applicant is not charged for work that may be completed once for both
applications.

Santa Clarita: Planning fees are determined by a fee study, and then adopted
by Council. The City does not have complexity factors, and includes all
components of the application in its fees. Each permit, case, or application is
charged separately. _

Glendale: The City uses an in-house fee study to determine fees for different
application types. Fees do not vary based on complexity, however, if a project is
deemed to be complex, an hourly rate is contracted. Application fees are
inclusive of all components except appeals and noticing, which are charged
separately. Regardless of a case with multipie differing requests, or multiple
cases requested, each piece is charged separately.

Burbank: The City uses an in-house fee study to set fees for different
application types. Fees vary based on the complexity of the project, and include
all components of the application, with appeals being charged separately. Cases
that have multiple differing requests are charged separately, however, multiple
requests under one application are only charged one fee.

L.os Angeles County: The County uses an analysis of hourly rates and length of
time to complete a case to determine fees. Complexity factors are applied to
various permits, such as Tract and Parcel Maps. Costs for staff reports and
hearings are included in permit fees.
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8.

FEE CALCULATOR

Respondents were presented with questions regarding automatic fee calculators

available to the public in house, or on line, and whether or not the calculators created

consistency among staff and applicants.

-]

Long Beach: The Planning department does not have an online or internal
calculator, however, they do have a fee schedule posted on their website, and
copies available at their counter.

Pasadena: The City has a fee calculator that is available online to the pubilic.
This has not resulted in fee calculation consistency among staff members or
between staff and applicants.

Santa Clarita: The Planning department does not have an online or internal
calculator, however, they do have a fee schedule posted on their website, and
copies available at their counter.

Glendale: The City has a fee calculator for staff only. A fee schedule is posted
on the Department’s website, and at its counter.

Burbank: The Planning department does not have an online or internal
calculator, however, they do have a fee schedule posted on their website, and
copies available at their counter.

Los Angeles County: The Planning department does not have an online or
internal calculator, however, they do have a fee schedule posted on their
website, and copies available at their counter.

INTRODUCTION OF A NEW FEE STRUCTURE

Respondents were presented with questions regarding how their department’s

make changes to and introduce new fee structures, and what, if any, problems have

arisen from that process.

Long Beach: When the Planning department makes changes to fees, notices
are posted in the newspaper and on the Department’s website in order to inform
applicants. The City's full cost recovery policy caused some sticker shock for
“mom and pop” applicants.
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10.

Pasadena: The City informs the public via noticing, of the hearings and adoption
of the annual General Fee Scheduie. While applicants are generally not happy
about fee increases, no serious issues have arisen.

Santa Clarita: When the Planning department makes changes to fees, it informs
the public through public hearings, noticing, and outreach to developers.

Glendale: The City informs applicants that a fees are being looked at, and when
changes are adopted, they are put on the Department’s website, and noticed on
T.V. and in the paper.

Burbank: When the Planning department makes changes to fees notices are
posted at the public counter and on the Department's website.

Los Angeles County: When the Planning department makes changes to fees,
notices are posted at the public counter and on the Department’s website.

COST SHARING

Respondents were presented with a series of questions regarding their cost

sharing policies, including whether they collect fees for other departments, how long

other departments have to review planning cases, or if those departments assign

overtime hours for staff to review these cases.

Long Beach: The Planning department only collects other department fees for
Tract Maps, where they collect for Engineering review. Average furn-around
times for reviews are 12 weeks. The Department does not receive support from
other divisions for review of planning cases.

Pasadena: The Planning department collects fees for other departments to
cover the cost of reviewing planning cases. Turn-around times for reviews are
consistent with the Application Streamlining Act. Criteria for sending a case to
review is determined by weather the discipline is impacted by the proposed
application.

Santa Clarita: The Planning department collects fees for other departments to
cover the cost of reviewing planning cases. Cases being sent for review must
meet submittal standards and have an average turn-around time of 2 — 4 months.

Glendale: The Planning department does not collect fees or receive support
from other departments in relation to the review of planning cases. Application
turn-around times are generally no longer than a month, as the City likes to
adhere to the Permit Streamlining Act.
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] Burbank: The Planning department collects fees for Public Works, Fire, Police,
and Parks and Recreation to cover the cost of reviewing planning cases. The
Department has a typical turn-around time of 30 — 45 days for projects.

. Los Angeles County: The Planning department collects fees for Public Works,
Parks and Recreation, Fire, and Health.
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