
REPORT FROM
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Council File No. --
Council District: --

To: The Mayor and Council

From: Miguel A. Santana, City Administrative Officer 6'

Reference: Report from the Los Angeles Police Commission dated April 10, 2014

Subject: PROPOSED ADJUSTMENT TO POLICE PERMIT FEES

SUMMARY

The Los Angeles Police Department (LAPD), through the Police Commission, has submitted its
Police Permits fee study for Fiscal Year (FY) 2014-15 for review. The LAPD is recommending a
minimal fee increase for the majority of the initial (new) permits processed to ensure full cost
recovery due to increases in salary and related costs; however, the Department is also
recommending a decrease to the majority of the renewal permits based on its fee study. The fee
structure is in place for the entire fiscal year. New permits issued during FY 2014-15 will be issued at
the established "new" permit rate. The recommended adjustments to the fee structure capture
permit renewals issued beginning November 1, 2014, which are effective January 1, 2015, for the
entire calendar year. The majority of the revenue comes from renewals. This Office concurs with the
recommendations of the Police Department.

Background 

In accordance with the Los Angeles Municipal Code (LAMC) Section 103.12, the Police Commission
is responsible for issuing permits for more than 50 different businesses and activities within the City.
Each permit has an associated fee, intended to recover the actual costs to the City for issuing the
permits and administering and enforcing the permit programs. These permits ensure that businesses
with a public safety element are operated by qualified persons. Business owners are required to
obtain a permit before opening a new business or when a business has changed locations. Owners
are also required to renew permits on an annual basis.

Methodology

The LAPD's fee recommendations are based on interviews with the Office of Finance (which collects
fees and administers most of the renewal permits), Commission Investigation Division (which
evaluates new permit applications and performs many permit investigation functions) and various
other entities within the LAPD which regularly assist in the permit investigation and enforcement
functions. The Police Commission staff interviewed personnel directly responsible for each task in
the permit process to determine the amount of time spent to process each specific type of permit.
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The amount of time, expressed in percentages of one hour, was multiplied by the position's hourly
salary rate, which was obtained from the 2014-15 Wages and Count (WC). The WC averages the
gross salaries of all employees within the same classification in a given department to account for
the different salary levels created by salary steps and bonuses. To calculate indirect costs such as
fringe benefits and building leases, direct salary costs were multiplied by the rates established in the
current 2013-14 Cost Allocation Plan (CAP) 34 prepared by the Controller's Office. Adjustments to
the salary rates and CAP rates have resulted in a change to the cost for almost all permits
(Attachment 1).

It should be noted that the LAPD applied two different CAP rates to sworn salaries. A higher CAP
rate of 112.9 percent was applied to the salaries of sworn positions in field operations, which
pertained to the Permit Enforcement and Field Response positions. For all other sworn salaries, a
lower CAP rate of 90.95 percent was applied to those not assigned to the field.

The LAPD also notes that the most significant fee increase was associated with the Pawnbroker
permit. The Department indicates that the time spent by Detectives in the Commercial Crimes
Division to process a permit was previously left out of the permit calculation. As such, the fee for the
Pawnbroker permit increased from $367 to the recommended fee of $515 in calendar year 2015.
There was no significant decrease in permit fees.

In November 2013, two new permits were established relative to valet parking: the Valet Parking
Operator permit and the Valet Parking Attendant permit (C.F. 09-0206). Due to a number of outreach
efforts by the Commission Investigation Division's Permit Processing Section, 135 Valet Parking
Operator permits and 1,090 Valet Parking Attendant permits have been issued.

The following table provides a summary of the number of new and renewal permits issued by
calendar year:

Type of Permit 2011 2012 2013 2014
Alarm 129,922 133,470 142,538 142,872
Non-Alarm 7,524 6,613 6,298 6,662

TOTAL 137,446 140,083 148,836 149,534

This Office has reviewed the LAPD's report and concurs with the LAPD's fee increases and its
methodology for establishing the fees. The proposed fees, attached, are in compliance with the City's
Financial Policies requiring full cost recovery for special services.

Revenue

The Police Department projects that the new fee schedule is estimated to generate a total of $12.13
million in revenue based on the number of new (55,332) and renewal (129,627) permits issued in
2013, and the revenue generated from false alarm fines. This is a decrease from the actual revenue
generated in FY 2013-14 which totaled $13.58 million. The transmittal from the Board of Police
Commissioners notes that they did not include the revenue associated with the Valet Parking
Operator and Valet Parking Attendant permits in their revenue estimates for FY 2014-15. The
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Adopted Budget included $12.12 million in revenue from Police Permit fees and excessive false
alarm fines. Based on the FY 2013-14 actual revenue receipts, it is anticipated that the Department
will achieve the budgeted revenue of $12.12 million in FY 2014-15.

The following table provides a summary of the revenue generated from new and renewal police
permit fees and excessive false alarm fees by fiscal year:

2011-12 2012-13 2013-14
2014-15

(Adopted Budget)
$10,587,334 $12,233,605 s13,581,333 s12,120,000

Further details on the proposed Police Permit Fees are provided in the attached correspondence
from the Board of Police Commissioners dated April 10, 2014.

RECOMMENDATIONS

That the Council, subject to the approval of the Mayor:

1. Instruct the City Attorney to draft the appropriate Ordinances to effectuate the recommended
fees contained in the Police Department's report;

2. Instruct the Los Angeles Police Department to identify additional businesses and activities
which generate significant enforcement activities and report on the feasibility of permitting
those businesses; and,

3. Instruct the Los Angeles Police Department to submit its annual fee study with its Fiscal Year
2015-16 Proposed Budget for consideration as part of the Annual Budget process.

FISCAL IMPACT STATEMENT

The proposed fees in this report are estimated to generate approximately $12.13 million in revenue
in Fiscal Year (FY) 2014-15. The FY 2014-15 Adopted Budget includes $12.12 million in revenue
from police permit fees and excessive false alarm fees. In FY 2013-14, the receipts from new and
renewal police permits and excessive false alarms totaled $13.58 million. It is anticipated that the
Department will achieve the budgeted revenue from police permit fees in 2014-15. The
recommendations in this report are in compliance with the City's Financial Policies as the proposed
fees are fair and recover the full cost of providing such services.
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