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TO: TO: Honorable Board of Police Commissioners

FROM: Executive Director, Board of Police Commissioners

SUBJECT: PROPOSED ADJUSTMENTS TO POLICE PERMIT FEES FOR
FISCAL YEAR 2015-2016

RECOMMENDED ACTION:

That the Board of Police Commissioners:

1. APPROVE and RECOMMEND adoption of the proposed adjustments to the fee structure
for initial and renewal permits and relocation fees and TRANSMIT the report to the City
Administrative Officer and the Chief Legislative Analyst.

BACKGROUND

The Mayor's Executive Directive No. FM-3, directs all Departments to submit annually to the
City Administrative Officer a report setting forth the costs for each special service it renders
including recommendations for adjustments to the fee structure. This report is being submitted
as required to recommend adjustments to the fee structure, which will capture the permit
renewals issued on November 1, 2015 for calendar year 2016.

METHODOLOGY

To determine the cost associated with each permit, Commission staff interviewed the personnel
that process these permits to determine the amount of time devoted to each permit. The amount
of time, expressed in the percentage of one hour, was multiplied by the position's average hourly
salary rate. The hourly rates are from the Department's 2015-16 Wages and Count for Civilian
and Sworn Employees calculation, using methodology approved by the City Administrative
Office for the 2015-16 proposed budget.

To determine indirect costs such as fringe benefits, direct salary costs were multiplied by the
rates established in the current proposed 2015-16 Cost Allocation Plan (CAP) 35 prepared by the
Controller's Office. The rates for civilians in the Department are 53.37% and the rates for sworn
not assigned to the field are 96.46%, A higher CAP rate of 116.39% was applied to sworn
positions in field operations. Last year, the CAP rate for sworn position in field operations was
112.96%. The rates are used city-wide when calculating the cost of providing special services.
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The cost for services provided by employees at the Office of Finance (Finance) was also factored
into the permit fee recalculations. The classification of Customer Service Specialist accepts
permit applications and payments at the public counter of Finance. The hourly rate of $33.66
was used for this position. In addition, a Principal Clerk at Finance reviews all the permit
applications and renewals received by the Customer Service Specialists and therefore an hourly
rate of $35.72 was also factored into Finance's cost. The indirect costs rates for the Finance
employees are 43.18%.

DISCUSSION

Initial Police Permit Fee Recommendations

Commission Investigation Division's Permit Processing Section (PPS) continues to maintain
their effective workflow and their permit classes are still running smoothly. Adjustments to the
salary rates and CAP rate have resulted in a decrease of cost for almost all permits (Attachment
I). However, the cost for excessive alarms has increased to $186. The main reason for that is
that the indirect cost for field sworn personnel is 116.19%. In addition, more staff is involved in
the billing and collection of false alarms.

False Alarms

Revenue for false alarms is based on the assumption that every false alarm was billed at the first
alarm permitted rate. However, multiple factors such as the number of false alarms per
household and the non-permitted versus permitted rate could affect the revenue totals.

Identification Cards

All permits issued to individuals, not business locations, are required to wear a Police
Commission identification (ID) card during business hours. Those permits are
Firearms/Ammunition Salesperson, Junk Collector, Massage Business Off-premise, Massage
Therapist On-premise, Massage Therapist Off-premise, Tow Unit Operator, and Valet Parking
Attendant. The cost of the ID card has been included in the recommended permit fees for each
of these permits and a fee of $12 will apply if the ID card is lost and needs to be replaced.

Valet Parking Operator and Valet Parking Attendant

2014 was the first year Valet Parking Operator and Valet Parking Attendant permits were issued.
There were 131 Valet Parking Operator permits issued and 1,231 Valet Parking Attendant
permits issued.

The recommended fee for the Valet Parking Operator permit is $290 and the fee for Valet
Parking Attendant is recommended at $65.
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Police Permit Renewal Fee Recommendations

With the exception of a few permits noted below, the process to renew an existing permit is the
same regardless of the permit type. Permit holders can renew existing permits for the following
calendar year from October 1" through December 31". Any permit renewed after December 31"
is charged a re-application fee which is the same amount of the initial permit.

The Office of Finance staff spends 10 minutes processing permit renewals for a cost of $8.34
(see Attachment III). This involves opening return envelopes, depositing checks, updating the
LATAX database, and review of all renewals by a supervisor, Sworn staff in CID's
Enforcement Section spends approximately 35% of its time on inspection of police-permitted
businesses, The remaining 65% of the time is spent on investigations of complaints directed at
specific permit holders. The annual cost for enforcement staff, including indirect costs, is
$830,901.74. This amount was divided by 5,032, the approximate number of renewal permits
granted in 2014, to produce a per permit renewal cost of $165.12 (see Attachment IV). Adding
the Finance cost to the sworn cost equals a renewal fee of $173.

Renewal — Massage Therapist On/Off Premise

Massage Therapist On-premise and Massage Therapist Off-premise permits are the only
renewals that require additional processing by the PPS staff. This involves a review of the
applicant's educational transcripts and a background check. The additional cost associated with
salaries is $18.26 (see Attachment V), thereby bringing the cost to renew a Massage Therapist
On or Off-premise permit to $192. The proposed changes in permit renewal rates are listed in
Attachment VII.

Renewal — Other Permits

The current rate to renew an alarm system permit is $30 and it is recommended that the fee
remain the same. Currently, Los Angeles Municipal Code 103.206 (f) requires alarm system
users to pay a Late Permit Penalty of fifty percent (50%) of the Alarm System permit fee if the
permit renewal fee is paid between January 1" and March 31", of each year. If the annual
renewal fee is paid after March 31', a one hundred percent (100%) of the permit renewal fee is
assessed. Any Late Permit Penalty is in addition to the Alarm System permit fee.

The proposed renewal fees for the following permits will be the same as for new permits since
the initial fee is significantly lower than the proposed renewal fee: Arcade Picture, Carnival,
Firearm/Ammunition Salesperson, Fire Fighter Organization Solicitor, Junk Collector, Peace
Officer Solicitor, Rides Mechanical, Cyber Café, and Valet Parking Attendant. A comparison of
proposed renewal fees to existing fees is listed in Attachment VII.
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Police Permit Relocation Fee Recommendations

The time and work required to process a change of business location is the same as the process
involved in issuing a new permit. For that reason, most relocation fees were recommended at the
same cost as a new permit with the exception of the following permits — Escort,
Firearms/Ammunition Salesperson, Junk Collector, Massage Business — Off, Massage Therapist
— On, Massage Therapist — Off, Tow Unit Operator, and Valet Parking Attendant. These are
permits issued to individuals and not business locations. If a permit holder of one of the
previously mentioned seven businesses changes residence or employers, the PPS staff updates
the change of address field in the database and no other work is required, It is recommended that
a relocation fee not be charged for these types of permits since there is minimal processing
involved. The proposed relocation fees are listed in Attachment IX.

If the attached recommended fees are adopted, the following are the projected revenues based
upon the number of permits issued in 2014:

Current revenue:   $8,108,193 67,540 initial permits in 2014
Projected revenue, including special fees:.... $9,143,431

Renewals
Current revenue:   $4,224,075 120,732 permits renewed in 2014
Projected revenue:   $4,338,571

Total Revenue 
Current revenue:   $12,332,268
Projected revenue:   $13,482,002

Projected revenue for both initial permits and permit renewals is based on the assumption that
Section 103.12 of the LAMC will be amended by July 1, 2015 to allow the new fees to be in
effect for Fiscal Year 2015-2016.
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Please refer to the attachments listed below for more detailed information.

Attachment I   Projected revenue for all initial police permit fees.
Attachment II   Current and proposed fees for initial permits, permit

renewals, and relocations.
Attachment III   Office of Finance permit renewal cost.
Attachment IV  CID Enforcement Section permit renewal cost.
Attachment V  CID civilian permit renewal cost.
Attachment VI   Alarms Section civilian alarm permit renewal cost.
Attachment VII  Permit renewal cost calculation.
Attachment VIII   Projected revenue for permit renewals.
Attachment IX   Relocation fees.
Attachment X  City Administrative Officer's Worksheet that was used to

calculate the initial fee proposals.
Attachment XI  Time involved in processing initial permits by the various

sections of the Police Commission, Finance, and Commercial
Crimes Division.

The staff recommended fees achieve full cost recovery for sworn and civilian personnel. If you
have any questions, please contact me at (213) 236-1400.
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