THE CiTYy oF SAN DiIEGO

Report 10 THE CiTy CounciL

DATE ISSUED: April 18,2012 REPORT NO: 12-044
ATTENTION: Budget and Finance Committee

Agenda of April 25, 2012
SUBJECT: Fiscal Year 2013 Comprehensive User Fee Analysis
REFERENCE: None
I'KEOUESTED ACTION:

Approve proposed user fees for Fiscal Year 2013.

STAFF RECOMMENDATION:
Approve proposed user fees for Fiscal Year 2013.

BACKGROUND:

The City’s User Fee Policy 100-05, which was adopted by the City Council on March 10, 2009,
provides guidelines for establishing a comprehensive user fee schedule and requires that the full
cost of services be identified and all fees be categorized according to the level of cost recovery.
The Policy requires all existing fee levels be in line with service costs to ensure that all
reasonable costs incurred in the provision of services are being recovered. Per the User Fee
Policy, a comprehensive user fee study is conducted every three years.

The User Fee Policy stipulates three categories of cost recovery: user fees with 100% cost
recovery (Category I), user fees with less than 100% cost recovery (Category II), and penalties
and fines (Category III). This report groups the recommended user fee adjustments into these
three categories.

Since the Fiscal Year 2009 comprehensive user fee study was completed, voters approved
Proposition 26, the Supermajority Vote to Pass New Taxes and Fees Act, as part of the
November 2, 2010 ballot. Proposition 26 amends articles XIII A and XIII C of the California
Constitution to provide that a levy, charge, or exaction of any kind imposed, increased, or
extended by a local government is a tax unless an exception applies. Exceptions to Proposition
26 include user fees; government service or product fees; regulatory fees; government property
entrance fees; fines and penalties imposed by a court or local government; property development
impact fees; and assessments and property-related fees governed by Proposition 218. The City
Attorney’s Office has reviewed all proposed FY 13 user fee adjustments for compliance with
Proposition 26.



FISCAL YEAR 2013 COMPREHENSIVE USER FEE ANALYSIS:

In accordance with the User Fee Policy, Financial Management has coordinated a comprehensive
analysis of General Fund departments’ user fees during Fiscal Year 2012. While 585 General
Fund user fees were reviewed as part of this comprehensive analysis, only user fees proposed for
adjustment are being presented for City Council approval. Adjustments to General Fund
departments’ user fees that are approved by City Council will be implemented July 1, 2012 with
commencement of Fiscal Year 2013. This comprehensive user fee study does not include
enterprise fund departments as those user fees are brought forward for approval separately.

The following General Fund departments are proposing user fee adjustments for the Fiscal Year
2013: )

e City Clerk’s Office

e Development Services Department — City Planning and Community Investment Division
e Development Services Department — Neighborhood Code Compliance Division
o Financial Management Department — Citywide User Fees

e Fire-Rescue Department

e Library Department

e Police Department

e Public Utilities Department — Lakes Management Division

e Real Estate Assets Department

e Transportation and Storm Water Department

e (City Treasurer

It was originally anticipated that the Park and Recreation Department would participate in the
Fiscal Year 2013 comprehensive user fee analysis. However, due to the quantity and complexity
of the department’s fee structure, as well as the importance of developing accurate cost
calculations as it relates to Proposition 26, the Park and Recreation Department will be
contracting with a consultant to complete a user fee study. The department has approximately
350 individual user fees. Recommended user fee adjustments for Park and Recreation will be
brought forward once the consultant study has been completed.

As a result of the comprehensive analysis of General Fund user fees, there are a total of 163 user
fees being presented for adjustment. Of the user fees proposed for adjustment, 49 are proposed
to decrease while 114 are proposed to increase. The estimated increase in General Fund user fee
revenues from the proposed adjustments included in the Fiscal Year 2013 Proposed Budget is
$1.1 million. All of the participating General Fund departments’ proposed user fee adjustments
are detailed in Attachment I.

The departments proposing user fee adjustments for Fiscal Year 2013 have conducted public
outreach to communicate the proposed adjustments to the impacted stakeholders, as necessary.
Each department with proposed user fee adjustments has prepared a report and presentation



which includes the proposed fee adjustments as well as the efforts made to communicate the
proposed user fee adjustments to impacted stakeholders.

COST RECOVERY CALCULATION METHODOLOGY: .

The method used in calculating the amount of a user fee begins by determining the cost of
providing the service for which the fee is being charged. The cost recovery calculations are
based on direct and indirect costs for all fees in order to accurately calculate the cost of providing
services. Direct costs are those that can be fully attributed to providing a specific service. An
example of a direct cost is the staff time spent performing tasks related to a specific service and
includes employee salary and benefits. Indirect costs include allocated central support service
costs (IT, risk management, fleet assignment and usage fees, etc.), departmental support costs,
and the full cost associated with staff providing the service.

FISCAL CONSIDERATIONS.:

The Fiscal Year 2013 Proposed Budget includes an increase in General Fund revenues of $1.1
million. Attachment I provides a summary of General Fund departments’ proposed user fee
adjustments.

PREVIOUS COUNCIL and/or COMMITTEE ACTION: None

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS:

The departments proposing user fee adjustments for Fiscal Year 2013 have conducted public
outreach where necessary to communicate the proposed adjustments to impacted stakeholders.
Each department’s report and presentation will outline the specific measures taken to
communicate the projected impacts to the public.

Mark Leonard
Department Director

Attachment: Proposed FY 2013 User Fee Adjustments Summary
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