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DATE ISSUED: April 18,2012 REPORT NO: 12-045
ATTENTION: Budget and Finance Committee

Agenda of April 25, 2012
SUBJECT: FY 2013 Recommended Police Department User Fee Adjustments
REFERENCE: None
REQUESTED ACTION:

Approve proposed user fees for Fiscal Year 2013,

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

SUMMARY::

The City of San Diego recognizes the need and advantage of regulating certain business
activities. These businesses are monitored to ensure adherence to the municipal code, permit
conditions and other applicable laws. The City has a responsibility to ensure a level playing field
in regards to permit holders by inspecting for compliance and identifying non-permitted
businesses that compete with the legitimate ones.

Through the San Diego Police Department (Department), the Vice Units work to ensure that
those wishing to utilize these businesses are afforded a safe environment free of fraud and crime.
The Department’s regulatory enforcement policy aims to gain compliance on the part of the
operator. Sworn personnel assigned to Vice Operations and Vice Administration are charged
with proactive enforcement and active regulation of the Police Regulated businesses that are
identified in Article 3 of the San Diego Municipal Code as well as establishments licensed by the
California Department of Alcohol Beverage Control. '

Consistent with the City’s User Fee Policy 100-05, the Department has reviewed its fees and is
proposing updates to the rates. Most of the fees were reviewed or updated in FY 2009 for
implementation in the FY 2010 budget. Several were updated for the FY 2011 Budget. Since
the last major fee adjustment there have been adjustments to Department personnel and the
allocation of labor resources dedicated to monitoring activity and enforcing municipal code
requirements.

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 shall be conducted every three years. The last
comprehensive user fee study was conducted in Fiscal Year 2009,

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 IIT). This report groups the recommended user fee adjustments into these
three categories. '

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.

Approved by voters in 2010, 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 propetty
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. All user
fee adjustments recommended in this report have been reviewed by the City Attorney’s Office
for compliance with Proposition 26 (Attachment).

FISCAL CONSIDERATIONS:

San Diego Municipal Code, Section 33.0101(c), states that it is a misdemeanor for any person to
operate a business or engage in an occupation regulated by the Police Department without a
police permit. Permit holders are responsible for being familiar with and complying with the
rules and regulations in SDMC Chapter 3, Article 3.

Police Regulated Permit fees are based on a formulaic approach to ensure full cost recoVery.
Typically, the fees are calculated using the following factors:

1. Number of labor hours required to properly issue permits in the City of San Diego,
including completing applications, conducting background investigations, issuing permits
and maintaining official records.

2. Number of labor hours required to regulate businesses, including overt and covert
inspections to ensure compliance of municipal codes and that no criminal activity is
occurring within or associated with the business/event operations.

3. Number of labor hours required to complete investigations such as warnings, notice of
violations, suspensions, revocations and/or arrests for proprietors and employees.




4. Number of labor hours required to prepare and attend appeal hearings, court actions or
meetings.
5. Number of businesses or events in each specific permit category.

The Department completed a comprehensive review of all the Police Regulated fees that are
managed by the Vice Administration Unit, The primary objective was to identify which fees if
any required adjustment based on factors that have changed since FY 2009 to remain in
compliance with the City’s User Fee Policy 100-05.

Forty-three different fees were analyzed. Of those, 18 need to be reduced, 16 need to be
increased and seven of the fees will no longer be collected primarily due to consolidation. Two
fees remained unchanged as they were recently updated in FY11. The analysis did not include a
review of burglar alarm permits as those are being reviewed under a different study. In addition
to the labor involved in each of the industries, the following factors were also analyzed to
determine if applicable changes took place that could impact the cost recovery fees:

1. Department Staffing
- 2. Industry/Bconomic Conditions
3. State Laws

4, Operating Procedures

Department Staffing

The primary change between the FY 2009 fee study and the FY 2012 fee study is the
composition of the staff assigned to the Vice Permits and Licensing Unit, The FY 2009 study
included hours assigned to Police Code Compliance Officers and sworn personnel, However
between FY 2009 and FY 2011 a major citywide reduction eliminated over 154,00 budgeted
civilian positions in the Department. A total of 10.00 civilian positions were impacted in the
Vice Administration Unit. To continue a presence in police regulated businesses and enforce the
municipal code, the Department assigned 6.00 sworn officers to Vice Administration and
maintained 3.00 civilian positions. The cost recovery fees included in this report represent this .
current staffing level.

Most standard cost recovery calculations assume 2,080 staff hours of annual available time for
1.00 full-time employee (FTE). The calculation used for the Police Department cost recovery
fees assumes 1,732 annual hours of available time as leave and mandatory training time are
deducted from the standard 2,080 hours. Therefore, the various proposed fees capture the cost
reécovery expense of the actual time spent on police regulated business and do not include any
overtime expense. :

The proposed cost recovery fees also include applicable labor time for Vice Operations which
consists of three teams each comprised of 4.00 Detectives and 1.00 Detective Sergeant. These
teams are primarily responsible for on-site enforcement, responses to complaints, covert
monitoring and special details. The cost recovery formula captures 50% of their available time
as the remaining 50% of their time is focused on preventing illegal pimping, human trafficking
and prostitution.




i of Permitc

Industry/Economic conditions

Subsequent to the Fiscal Year 2009 ¢omprehensive user fee study, the Police Department has
experienced a decline in the total number of permits for Police Regulated Industries. Many
factors have been attributed as the cause of this decline, including economic factors and changes
in industry environments. The chart below demonstrates that over a three-year period as the
unemployment rate continued to increase, the total number of permits in the various industries
actually declined. The only exception is the permit for tobacco retailers as the permit was
initiated in FY 2008 and peaked in Quarter 3 of FY 2009 as efforts to gain compliance increased.

New & Renewal Permits with Unemployment Trendline
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The decline in permits has been especially prevalent in Adult Entertainer permits and permits for
Massage Establishments and practitioners. As the economy continued to decline, Adult
entertainer permits were impacted due to the discretionary income spending associated with
these businesses. Although the number of massage and adult entertainment permits continued to
decline the hours associated with regulating the businesses did not decrease proportionally due to
the continued and necessary monitoring for illegal activities. Although the City has many
compliant businesses there is still a tendency to see cases of illegal human trafficking and
prostitution in these industries. The resulting effect is an overall decline in permit revenue
without a decline in required oversight.

State Laws

Massage/HHP New & Renewal Permits

The number of Massage and
Holistic Health Practitioner
(HHP) permits also declined
due to SB713. This State 150
law now allows Massage and ~ } .
HHP businesses to obtain a 5
state-wide license and forgo
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City it also created a situation whereby the Department must still respond to complaints and
investigate these types of business, without the ability to recoup the full cost of enforcement.
The State now collects, but does not share, the permit fee revenue to assist with enforcement
expenses. A similar type of permitting system is also being vetted in Sacramento for the Pawn
industry. The previous chart demonstrates a decline of over 1,200 permits for massage and HHP
businesses occurred between FY 2009 and FY 2011.

Operating Procedures

The most significant change that impacted the fee structure is the methodology used to recover
the expense associated with the permit application review. Previously, the Department charged a
separate Investigative Fee ($104) on all original permit applications but did not charge the same
fee for renewal applications, Upon completing the analysis and with the assistance of the Vice
Officers, it was determined that the majority of permits require as much labor for renewal
applications as for the original permits, Therefore, the Department was not collecting the
appropriate cost recovery expense to investigate permit applicants for both new and renewal
applications.

The resulting effect is the elimination of the non-refundable Investigative Fee and the
streamlining of the permit fees structure. In the past there were different fees for original and
renewal permits and now there will only be one fee per permit. The investigative expenses for
new and renewal permits are now included in the permit fee formula. Additionally, if a permit
application is declined, the applicant will receive a refund of the entire fee amount. Previously,
refunds were only provided on the permit fee and not the investigative fee.

FY 2013 recommended user fee adjustments in Police Department result in a total user fee
revenue decrease of $117,000.

PROPOSED FEES

The City’s User Fee Policy 100-05 identifies three categories of fees:

1. Category I: User fees that are determined to have 100% cost recovery.
2. Category II: Fees are determined to have less than 100% cost recovery.
3. Category III: Penalties and fines.

All of the Police Department’s FY 2013 proposed fees are Category I fees. The Department has
some discretion on Category III fees for some industries but there are no proposed changes to
penalty or fine schedules. The Department has increased the use of fines for some operators to
gain compliance. The total revenue generated from these fines is less than $12,000 annually.

The following table identifies the new proposed fee schedule and compares the existing fees with
the proposed FY 2013 fees. Fees in red are decreasing and fees that are lined out will no longer
be collected due to consolidation or are no longer applicable. The calculation of hours for each
fee can be seen in Attachment 1.




Proposed

Permit Proposed FY13 Cost
PERMIT # |PERMIT NAME Frequency| Existing Fee Fee| Recovery %
416025 Adult Entertainer Per Year $245 $238 100%
422044/B  |Arcade Per Year $72 $100 100%
416032 Auto Dismantler Per Year $344 5438 100%
416016 Bingo Per Year $65 $83 100%
416053 Card Room Employee Per Year $65 552 100%
416053  |CardReem-Owner/Business PerYear $25
416015 Card Room Table Fee - Per Table Table Per Year| $3,090 $3,689 100%
422044/C |Casino Party Per Event $65 $237 100%
416049/C |Curb-PainterReaulatory PerYear $59
416034 Entertainment - Ongoing After Hours Per Year $1,927 $494 100%
416210 Entertainment - Ongoing, Alcohol, 0 - 99 People Per Year $1,500 $1,500 100%
416211 Entertainment - Ongoing, Alcohol, 100-249 People Per Year $2,382 $1,977 100%
416212 Entertainment - Ongoing, Alcohol, 250-399 People Per Year $3,176 52,987 100%
416213 Entertainment - Ongoling, Alcohol, 400+ People Per Year $3,970 $3,970 100%
416169 Entertainment - Ongoing, No Alcchol, 0 - 49 People Per Year $283 $172 100%
416037 Entertalnment - Ongoing, No Alcohol, 50+ People Per Year $718 $732 100%
416155 Entertainment - Single Event After Hours Per Event $1,145 $381 100%
416170  |Entertalnment—Single Event, 0—49-people Per-Event $201
416038 Entertainment - Single Event, 50+ people Per Event $1,252 $175 100%
416033/A |Firearms Dealer Per Year $660 $1,755 100%
416033/B |Firearms Dealer Employee Per Year $104 $45 100%
416049/A |Going out-of-Business Per Event $128 $69 100%
416156 Holistic Health Practitioner - Business Per Year $1,693 $1,104 100%
416039 Holistic Health Practitioner - individual Per Year $175 $101 100%
422044  |lavestigativeFee PerPermit $104
416024 Massage Establishment Business Per Year $1,707 $2,042 100%
416023 Massage Therapist Per Year 5237 $193 100%
416042 Massage Therapist Off-Premise Business Per Year $552 $693 100%
416023  |Massage Trainee Perticense $573
416018 Money Exchange Business Per Year $505 $865 100%
416017 Nude Entertainment Business/Club Per Year $5,656 55,562 100%
416031 Outcall Nude Entertainer Per Year $940 $744 100%
416030 QOutcall Nude Entertainment Business Per Year $15,702 $9,219 100%
416027 Pawnshop Per Year $249 $851 100%
416021 Peep Show Booth Year Per Boot} $200 $207 100%
422044/A |Poolroom/Bowling Alley Per Year $72 $119 100%
416041 Promoter Per Year $654 $310 100%
416026 Secondhand Dealer Per Year $123 $153 100%
416049/B [Solicitor Per Year 554 $166 100%
416052 Swap Meet Per Year $1,276 51,684 100%
416052  |Swap-Meet-Quarterly- Per-Qtr $319
422044  |Tobacco-Applicationfee Perllcense $104
416167  |Tobacco Retailer Per Year $212 $131 100%




Based on the above chart, the Department estimates the adjustments to the Police Regulated fees
will generate an estimated $1.96 million in cost recovery revenue. Over the last four years, the
Department generated an average of $1.26 million in revenue specifically for the Police
Regulated fees that are discussed in this report.

During the last four years the Department has generated on average $42.9 million in annual
revenue and has a FY 2013 Proposed revenue budget of approximately $42.3 million. The
proposed Police Regulated fees represent approximately 5% of the FY 2013 proposed revenue
budget.

The tables reflected in Attachment II include a comprehensive comparison between the FY 2009
cost calculation and the FY 2013 cost calculation for labor hours and expense, The name,
category and applicable municipal code authorizing the fee are also included. Each of the fees
are identified within one of the following categories.

1. Adult Entertainment
2. Consumer Protection
3. Juvenile Protection
4., Entertainment

The Department estimates the adjustments to the Police Regulated fees will generate an
estimated $1.96 million in cost recovery revenue.

PREVIOUS COUNCIL and/or COMMITTEE ACTION: None

COMMUNITY PARTICIPATION AND PUBLIC OUTREACH EFFORTS:

Notices of the changes to the Fee Schedule will be posted at all San Diego Police Department
facilities. The proposed Fee Schedule will also be posted on the City’s web site. The
Department has met with some representatives of business interest groups and will continue to
provide updated information to business interest groups. The Department also notified all
industries in writing that are impacted by a proposed fee increase.

KEY STAKEHOLDERS AND PROJECTED IMPACTS:

Sgakeholders inclug owners of police regulated businesses and community groups.
-~ "y ¢ Y e
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William Lansdowne
Chief of Police

Attachment







Office of

The City Attorney
City of San Diego
MEMORANDUM
DATE: April 16,2012
TO: | William Lansdowne, Chief, San Diego Police Department
FROM: City Attorney

SUBJECT:  Proposition 26 Review of Proposed San Diego Police Department User Fees for
FY 2013

INTRODUCTION

Under Council Policy 100-05, general fund departments are required to conduct comprehensive
user fee studies every three years. These fee studies ensure City departments identify and recover
all reasonable and allowable costs incurred in providing government services.

Financial Management staff has asked participating departments to obtain an opinion on the
legality of their proposed user fee adjustments and additions from the Office of the City Attorney
in light of Proposition 26. Approved by the voters in 2010, 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."

Fach Proposition 26 exception involves its own legal standard for determining the amount of a
legally permissible fee. Under article XIII C, section 1(e)(1)(2)(3) of the California Constitution,
which discuses some of the exceptions to Proposition 26, no fee may exceed the reasonable cost
of providing the service. However, such fees should reimburse the government entity for all -
reasonable direct and indirect expenses incurred. United Business Commission v. City of

San Diego, 91 Cal. App. 3d 156, 166 (1979). As noted in United Business Commission, “. . . the
municipality need only apply sound judgment and consider ‘probabilities according to the best
honest viewpoint of informed officials’ in determining the amount of the fee.” Id. This Office
has advised City staff to explain the link between the cost and the service provided and justify all

! For a fuller discussion of Proposition 26, see City Att’y MOL No. 11-3 (Mar. 4, 201 1), “Proposition 26 and Its
Impact on City Fees and Charges.”
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fee calculations based on a study of the costs associated with the fee for Council’s consideration
and approval. Therefore, depending on the particular type of fee and individual department
activities, staff for each City department developed their proposed user fee adjustments using the
comprehensive Citywide method developed by Financial Management and Comptroller staff.?

We have reviewed a detailed summary of the San Diego Police Department’s (Department) cost
recovery calculations as described in Exhibit A and proposed fee adjustments as described in
Exhibit B. Our Proposition 26 analysis of each fee is discussed below.

SAN DIEGO POLICE PERMIT FEES

Proposition 26 provides that certain government imposed fees are excluded from the definition
of a “tax” if they fall into one of the listed, enumerated categories.

One such category includes a wide range of local government regulatory fees such as building
permit fees, fire inspection fees, and police-regulated industry fees. Fees of this type are
exempted if they bear relation to reasonable cost of the government expense in regulating or
permitting the activity. Permitted “reasonable regulatory costs” includes: (i) issuing permits and
licenses; (ii) performing investigations, inspections, and audits; and (iii) administrative
enforcement and adjudication. For the Department to charge these fees, the fees must be limited
to the agency’s reasonable regulating costs. Cal. Const. art. XIII C, § (1)(e)(3).

Another category exempts fines, penalties, or other monetary charges imposed by the judicial
branch of government or a local government, as a result of a violation of law. Police- regulated
industries may be subject to fines and penalties for lack of compliance with governing
regulations. Cal. Const. art. XIII C, § (1)(e)(5).

In order for the City to properly set a fee for the regulation of certain industries there must be a
showing that each fee is reasonably based on the amount of government services that are
expended in regulating those industries. In California Farm Bureau v. State Water Resources
Control Board, 51 Cal. 4th 421 (2011), the Court determined that the proportionality is not
measured on an individual basis but collectively, considering all rate payers. The government
entity must show that the fee is related to the overall cost of the governmental regulation. The
cost should be captured with reasonable certainty but it need not be finely calibrated to the
precise benefit each individual fee payer might derive.

San Diego Municipal Code (SDMC) section 33.0101 provides for the regulation of certain
businesses and occupations. These regulated activities are the responsibility of the Chief of

? The method was approved by Financial Management and the Comptroller and provided to the departments by
Financial Management. The number (budget item) used to apportion rates (overhead and load) against direct cost is
the responsibility of each department based on the contents and knowledge of their individual department activities.
This Office did not independently verify or recalculate the numbers provided or the validity of the methodology.
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Police, who assigns officers® to permit, inspect, and regulate those businesses and occupations.
The SDMC provides for recovery of the cost of such regulation. SDMC §§ 33.0103, 33.0307.
Those costs are allocated to each industry, separately, based on cost recovery for the service
provided. Such fees are likely exempt under Proposition 26. Cal. Const. art. XIIIC, § 1(e)(3).

SDMC section 33.0101(a) states, “The occupations and businesses in the City of San Diego
listed in this Article are subject to the City’s police power and are classified as ‘police-
regulated.”” “This Article” refers to Article 3 of Chapter 3 of the San Diego Municipal Code.
The following businesses and occupations are listed and regulated in Article 3 and are subject to
the current adjustment of fees. The underlined titles listed are taken from Exhibit B.

Adult Entertainer

This occupation is “police regulated,” requires a permit and has numerous operating guidelines.
SDMC § 33.3604. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,
§ 1(©)Q).

Arcade

This activity is “police regulated,” requires a permit and has numerous operating guidelines.
SDMC § 33.1635. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(e)(3).

Auto Dismantler

This occupation is “police regulated,” requires a permit and has numerous operating guidelines.
SDMC §§ 33.0101, 33.0901-33.0905. We believe this fee is defensible as an exception to
Proposition 26 because it is a charge imposed for the City’s reasonable regulatory costs. Cal..
Const. art. XIII and XIII C, § 1(e)(3).

Bingo

This activity is “police regulated,” requires a permit and has numerous operating guidelines.
SDMC § 33.3403. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,
§1(0)3). ‘

3 “Officers” is used generically to refer to all ranks of both police officers and civilians.
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Card Room Emplovee

Cardrooms are regulated by both the City and State. Under the Municipal Code, card room
employees are separately required to obtain a work permit from the Chief of Police. SDMC
§ 33.3905. We believe this fee is defensible as an exception to Proposition 26 because it is a
charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C, §
1(e)(3).

Card Room Table Fee - Per Table

Cardrooms are regulated by both the City and State. Card rooms are charged a “per table” fee for
their permits, are “police regulated,” and are subject to numerous operating guidelines. SDMC

§ 33.3902. We believe this fee is defensible as an exception to Proposition 26 because it is a
charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(e(3).

Casino Party
This activity is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.4101. We believe this fee is defensible as an exception to Proposition 26 because it

is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,
§ 1(e)(3).

Entertainment, Ongoing, After-Hours

This activity is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.0803. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIIIC,
§ 1(©(3).

Entertainment — Ongoing. Alcohol, 0-99 People

This activity is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.1503. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIIT and XIII C,
§ 1(e)3).

Entertainment - Ongoing. Alcohol, 100-249 People

This activity is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.1503. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,
§ 1))
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Entertainment - Ongoing, Alcohol, 250-399 People

This activity is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.1503. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(e)(3).

Entertainment - Ongoing. Alcohol, 400+ People

This activity is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.1503. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(e)3).

Entertainment — Ongoing, No Alcohol, 0-49 People

This activity is “police regulated,” requires a pérmit, and has numerous operating guidelines.
SDMC § 33.1503. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,
§ 1(e)(3).

Entertainment — Ongoing, No Alcohol, 50+ People

This activity is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.1503. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(&)03).

Entertainment - Single Event After-Hours

This activity is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.0801. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art, XIII and XIII C,
§ 1(e)(3).

Entertainment — Single Event, 50+ People

This activity is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.1503. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(&)3).
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Firearms Dealer

Firearm dealers are regulated by the City, State, and federal government. This activity is “police
regulated”, requires a permit, and has numerous operating guidelines. SDMC § 33.4201. We
believe this fee is defensible as an exception to Proposition 26 because it is a charge imposed for
the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C, § 1(e)(3).

Firearms Dealer Employee

Firearm dealers are regulated by the City, State, and federal government. In the City, firearm
dealer employees must obtain a permit. This occupation is “police regulated,” requires a permit,
and has numerous operating guidelines. SDMC § 33.4201. We believe this fee is defensible as an
exception to Proposition 26 because it is a charge imposed for the City’s reasonable regulatory
costs. Cal. Const. art. XIII and XIII C, § 1(e)(3).

Going Out of Business

This activity is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.1006. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(e)3).

Holistic Health Practitioner- Business

Massage activity is regulated by both the City and State. In the City, the practice of holistic
health includes massage activity. This particular business is “police regulated,” requires a permit,
and has numerous operating guidelines. SDMC § 33.4403. We believe this fee is defensible as an
exception to Proposition 26 because it is a charge imposed for the City’s reasonable regulatory
costs. Cal. Const. art. XIII and XIII C, § 1(e)(3).

Holistic Health Practitioner- Individual

Massage activity is regulated by both the City and State. In the City, the practice of holistic
health includes massage activity. This particular occupation is “police regulated,” requires a
permit, and has numerous operating guidelines. SDMC § 33.4403. We believe this fee is
defensible as an exception to Proposition 26 because it is a charge imposed for the City’s
reasonable regulatory costs. Cal. Const. art. XIIT and XIII C, § 1(e)(3).

Massage Establishment Business

Massage activity is regulated by both the City and State. This business is “police regulated,”
requires a permit, and has numerous operating guidelines. SDMC § 33.3503. We believe this fee
is defensible as an exception to Proposition 26 because it is a charge imposed for the City’s
reasonable regulatory costs. Cal. Const. art. XIII and XIII C, § 1(e)(3).
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~ Massage Therapist

Massage activity is regulated by both the City and State. This occupation is “police regulated,”
requires a permit, and has numerous operating guidelines. SDMC § 33.3509. We believe this fee
is defensible as an exception to Proposition 26 because it is a charge imposed for the City’s
reasonable regulatory costs. Cal. Const. art. XIIT and XIII C, § 1(e)(3).

Massage Therapist Off-Premise Business

Massage activity is regulated by both the City and State. This business is “police regulated,”
requires a permit, and has numerous operating guidelines. SDMC § 33.3510. We believe this fee
is defensible as an exception to Proposition 26 because it is a charge imposed for the City’s
reasonable regulatory costs. Cal. Const. art. XIII and XIII C, § 1(e)(3).

Money Exchange

Money exchange houses are regulated by the City, and there are state laws addressing money
exchange houses. This activity is “police regulated,” requires a permit, and has numerous
operating guidelines. SDMC § 33.4302. We believe this fee is defensible as an exception to
Proposition 26 because it is a charge imposed for the City’s reasonable regulatory costs.

Cal. Const. art. XIII and XIII C, § 1(e)(3).

Nude Entertainer Business/Club

This activity is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.3603. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(e)(3)-

Qutcall Nude Entertainer

This occupation is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.2803. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(e)3).

Outcall Nude Entertainer Business

This activity is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.2803. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(e)(3).



William Lansdowne, Chief, San Diego Police Department
April 16,2012
Page 8

Pawnshop

Pawnshops are regulated by both the City and State. This business is “police regulated,” requires
a permit, and has numerous operating guidelines. SDMC § 33.1101. We believe this fee is
defensible as an exception to Proposition 26 because it is a charge imposed for the City’s
reasonable regulatory costs. Cal. Const. art. XIII and XIII C, § 1(e)(3).

Peep Show Booth

This activity is “police regulated,” requires a permit and has numerous operating guidelines.
SDMC § 33.3303. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(e)(3).

Poolroom/BowlingAlley

Each of these activities are “police regulated,” each requires a permit and have numerous
operating guidelines. SDMC § 33.1600. We believe this fee is defensible as an exception to
Proposition 26 because it is a charge imposed for the City’s reasonable regulatory costs. Cal.
Const. art. XIII and XIII C, § 1(e)(3).

Promoter

This occupation is “police regulated,” requires a permit, and has numerous operating guidelines.
SDMC § 33.0703. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(e)3).

Secondhand Dealer

Secondhand dealers are regulated by both the City and State. This activity is “police regulated,”

requires a permit, and has numerous operating guidelines. SDMC § 33.1101. We believe this fee

is defensible as an exception to Proposition 26 because it is a charge imposed for the City’s
reasonable regulatory costs. Cal. Const. art. XIIT and XIII C, § 1(e)(3).

Solicitor

This occupation is “police regulated,” requires a permit, and has numerous operating guidelin'es.
SDMC § 33.1402. We believe this fee is defensible as an exception to Proposition 26 because it
is a charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(e)(3).




William Lansdowne, Chief, San Diego Police Department
April 16,2012
Page 9

Swap Meet

Swap meets are regulated by the City, and there are state laws addressing swap meets. This
activity is “police regulated,” requires a permit, and has numerous operating guidelines. SDMC
§ 33.3204. We believe this fee is defensible as an exception to Proposition 26 because it is a
charge imposed for the City’s reasonable regulatory costs. Cal. Const. art. XIII and XIII C,

§ 1(0)(3).

Tobacco Retailer

Tobacco retailers are regulated by both the City and State. This activity is “police regulated,”
requires a permit, and has numerous operating guidelines. SDMC § 33.4503. We believe this fee
is defensible as an exception to Proposition 26 because it is a charge imposed for the City’s
reasonable regulatory costs. Cal. Const. art. XIII and XIII C, § 1(e)(3).

CONCLUSION

All police permit fees for police-regulated businesses and occupations submitted for this Office’s
review and contained in Article 3 of the San Diego Municipal Code are fees that are defensible
under Proposition 26. The charges are based on the reasonable regulatory costs, including issuing
permits, performing investigations and inspections, and for the administrative enforcement
relating to those activities.

JAN I. GOLDSMITH, City Attorney

By

John C. 1
DeputyCit
JCH:jdf:amt

Attachments: Exhibits A and B

cc: Mark Leonard, Department Director of Financial Management
MS-2012-16






Exhibit A
Fiscal Year 2013 Proposed User Fee Adjustments

Cost Recovery Calculations




EXHIBIT A

zI0Z/01/Y

W 35U0MSa1 SIPNOUL JEYY B[NULIO) JUSIBIP B YIM PIIBINDIED 3B S3D) ULIRYY SO°EQ asuadx3 Jao0
£9°88 asuadxz aAnosRQ
€€°90T asuadxg 165

(peaysang pue 33

ity sapnpou]) a1ey AUnoH ZTA4

os™ {Tss0ots [o6v'es - jaTTzs - log .. . |oS. o0$' pves . - o, - " oee'tSTiog L |assebrs [s00'2STS [vesvirs’|ooves: i |ELO'BES 108 os. - log os " lwes'nrTs YLOL SNOLLVEHJO
0$ 278°vZ$  |v08'ES [0S 03 0$ 0$ 0$ 0$ EvYS 0$ [822'293 [88s'0v$ |szo'evs  |osa'os L0S'6TS  J0S 0$ 0 0 c0T’gEss $3.14 00°€ 1°d
0$ 81L2$  [ovo'Ts  [o$ 05 oS 0$ 0$ 0$ 03 03 STSS 8585 cev'ss  |ore'ss  [o$ 05 8s0z$ [0S 0$ 03 03 £8v'2$ 153 1ed
R e o e HEE s 3 i A [ i 5] oY SRR R AT 058 0y ADS
0$ 878°v7$ [0S 0% 03 0$ 0$ 0$ 0$ EVVS 03 844'29$  |88L'0v$  {929'tv$ {05993 o 0$ {20s'61$  [os 0$ 03 oS 202°SS s34 00°€ 1*d
R 3
878%CS  [9TL
6/9°TTS - [VOTLTS % oggzs ! | vt y & |vey Ss8'9r$
0$ 0$ SSZT$ {sST'TS oS 0£0°8S  |Ge8TPS  [916°TTS  ([vsT9s [0S 0$ 0$ 0$ 0$ 0$ 0$ voL'€S  |0$ 0$ 0S S9e'8s (0% SSTTS JIBORA - ||Od
0$ £ST'TS  [os (3 0$ 0$ 0 ££9'TS  |09TS 160CS  |8v9% pSE'LZ$  |vSE'LTS {LZ0'ESS  {958'sS  [6LI'ES [0S SLTTS  |18T°8S  jestS [ 00T |6995 Z99 {I0d
03 7£85 o$ 03 07T$ 0$ 0§ 0$ 0$ 65C$ 03 0 03 0$ 0$ 0$ 08 03 0 0$ 0$ 03 65€$ 18A9N JlOd
05 0 0$ 0S 0$ 9% TL9% 0$ 0$ 05 0$ 0S 0$ 0S 05 05 0% 0$ 0$ 0$ 6vLT2$ [0S 0$ zaupiel 10d
v10'es  |ezzvss |por’8$  |teozIs |os 0$ 0$ 0 03 0$ 0$ 0$ 0$ 0$ 0S €218 0$ 0$ 0$ 03 0$ 0$ LTv'EeS 104D [jod
0$ [423 0$ 20S$ 0$ 0S 0S 0S 03 0$ 0$ 0$ 0$ 0 0$ 0s 0$ 0$ 0$ oS oS 0$ 879$ Pady z8jezuo9 104
vess [y8'STS [097'ZS  [98€'es |61 86v°cs  |zst'es  [68¥1S  [rsS 0$ £17$ v6Z'8S  |se8'ss  [ree’/r$ |sosEs  [z60°1S  ises 61ES ££7'78 oS STTS 0$ £Z5°0TS 183
) NOLLYULSINIWAY]
e . : : R R . ; i (STSEORVANNYEIVICL
N BES ; yreL TYLOL SNOILVHIL0
o 0 009 S3LJ 007 °Q
0 ST o o 0 o 0 € 16S 10
: : i DS AYNnS
0 087 o o o o B o o s o 804 o5t = sz o o o7z o o o 009 s314 004 120

v i - olese: E 9zl § - [ ki ~IVAOL 'NINaY
[44 ST iod

0 E4 0 0z B4 2 ES L2 019 0L 8€ 66 6 o - (43 8 log

o 0t T 0 € o o o 0 0 o o o 0 g v

0 0 o o o 0 o 0 0 0 o o o 092 0 0

9€ 8%9 o 0 0 0 o o o 0 Z o 0 o 0 66E Itod

0 0 El 0 o o 0 o o 0 0 0 o 0 o o 8 Hod

8 6T [43 0 7T 0 C 8L £8 €9T €€ 0T 17 0 T 0 66 ibg]

NOILYHLSININGY
IRENETY P

0

8r8'cS  |Ov9'€LT$ |Seg'sT$ [08T'6TS [6ETS 661°2T$ |evo'sys |Tes'ses [v8v'ss  logo'ss  {ross ££2'secS |VBI'8BIS {TvZ'erTs [vo0'bvS |stvvs  |e6L'tS /91188 [pIS0TS |€S/S 6220 [¥00'TS |8y Tzzs [Aanoday 1s00 pajewssy
08$ |zvozs  {poits  |TOTS 695 Sv$ §SLTS  |sL1s T8ES TELS (7323 0/6°eS  [£86CS - |LLB'IS 005TS  |v6bS 1£T$ 689°€S  |7SS £€8$ BEYS 001$ BEZS 934 pasodold
08S L0L'TS  |€69°TS  [SLTS 8ZTS 0S 0995 TSTTS  |SYT'TS  [8LLS £87$ 0£6°€S  |9LT1°eS  [z8ETS  J0OS'IS  |LZE'TS  [S9% 060°ts  |S9$ S35 yrES LS S¥T$ 994 Juauny
000 886 9% 80°0 00D 000 000 700 00°0 00°E 000 0098 SLIT 00°ZT 006 000 000 00"0E 000 000 000 D00 v6 T [e101 anpaeq
000 88T 0pT €00 000 000 000 10°0 000 00°0 000 64T 95t 9EE 5SS 000 00°0 198 000 000 000 000 ST0 1210 36S 20
SL°0 S0°8 979 80 174" 6E°0 56T 6T [£%4 LSS SS'T 7SS 6T'S 96 08 Sty 18°¢ 8LT 670 00T 143 07T Ly [ejo . Jedulo
91°0 SLT 8TT LT0 600 10 viT 070 £0°0 000 ov0 €T ZET £ET ZeT ST'T 700 10 010 00°0 z00 00°0 110 - 1210L 1OS
Jtusad 4ad sanog [onuuy paIowIsy

8% S8 8 067 4 042 9z LY LT S s 65 £9 £Z1 k14 6 9r 2z 07 6 69 or 626 Syuaod f paIpuIsy
E-N-E R B = =] = = B s I R EEEE FEE PR AN B o] P Bl = O P = R
£sgfEeF |3 I3 (25 |3E |EE (34 |8 |cniletd|siElSed|ciElEsd(Ee |¢ |Fsife: F |EEF (B i z
gra |28 |2 3 o % g3 83 8 ® =P o5 |esis|seas|easleaslsas |z 3 3 |23 2 ES 2 Z
c 8o |&F 3w |& 2 @ o < 2 3 o m = m F & && 2R IS &EE |8 &3 o g9 |<£ g 3 &
o o R R @ e @ e 3 o @ 8 < @ o @ © @ @ | ® |8 @ g W @ ® o O o O = = 3

= = B o 2 o o B 2N S o (=3 . » 3 |® 3 o @ @

=} 2 = @ ®w 3 E 3 3 =3 o 0 =Y ¥ 3 = =
v 2 g Q, o =4 = ° ° k=3 oS S © < s

a 5 @ 0 ? ; : 2 g

£209Ty | v209Tv |} 9SI9TY | 6€09Tv | 60091y | €509ty | €€09Ty | €09t | SS19Tv | Z€09Ty | 69191y | €reoly | ¢ieoty | 1129ty | 0T¢oTvy | ve€09tw |°/vvOccy | STOSLy | €S0SIv | 91051y | ce09tvy |a/vvOeey | SZo9Ty Doy onusAeY
ANINIVINIINT

adA] yuuad Aq ‘spuued uo uadg
SINCH USWa3I0UT PUE BANBIISIUILPY



zToz/oT/vy

asusadxg 3820

asuadxgy sanoaleQ

asuadxg 18s

3uitq sapnpu|} s1ey AnoY ZTAI

veTTeTTs | - Lo eg o lreczes. i [evis - - |vos'oes ™ lo6sTES . {£80°85S |0$- fovs'zzs |sevTTs IVLOL SNOLLYHIJO
8vL68ZS - 0$ 2081 |evTS 0S€'TTS [0S L68%TS 0S5 0$ L8LS 314 00°€ 1*d
596°8€S 0$ steTS [0S Ts8S 3 995%S [0S 03 2753 168 380
A R N N R e e s 0 e e e S B A RS SRS R 0se avADS
~ . |sog'€res 0SE'TTS |8€6'8S  |£68VTS oeL €T |8s8S S31d 00°€ 1°0

|EN

99b'pS
S

i R i OPR.AaYOD
£168%TS

mm.E 00°¢ 320

£91'26S 163 190
& g B g R } i N AE0ZROVADS]

ITT'ov8s. £50'sS . |8zp6TS Jeasees . ..|882'6T$ - |seg’oes:-Jog - |ese'sTS | _IVLOL NINGY|

£6S'SETS - [ £8TYS  |8TYS 0€L'9TS  [20SS 0% 0% £5071$  {0$ 0$

EL20VTS " |« 0$ 65ES 0% 805S oS sz [o$ 0$ 03

BEOPYTS  [w 0$ 00£°ETS 920’1 |BLvS 6ECS 96TTS  {0$ 0 0$ Jaha 110d

206'vpTS |4 03 68,15 {z69°0s5 0% 0$ TS |zesirs [os 9gzTs  |eve'tes |os 0$ Zoule 1I0d

PZETHTS |« » 6L1°ES  |8S9S 9TvS ve'TSs  fos 0% 53 6995 0$ s 0$ £87°2TS 1040 10d

119'SS * * 685'TS  {0S 1855 T89$ 0% 0$ 0$ TILS 0% 8685 495 SETS 0$ 0$ P39y 23[BZUOY JI0d

898°CETS - [« * p(T'72s  [€1T$ 592°7S  |9TL'SS  [8veES 83SES STPPS  [606°95  [8ES 9815 cze'eS  |48€S 0$ Zov'es 1Bg

NOLLYHLSINIKGY|

0oc . | ¥ZL I IVLIOL SNO[LYHIdO
s31d 00 18d

96°LL soL'L. . | 880’k (LI TR P S ke LT A R LT O : IVIOL NINAY
460 29T B 89T Iod
16 " €89'T 0 o 0 v o €1 0t o B o T St o o o 1iod
00T ZELT v 9 osyT ) 65T B 0 0 €t B € 6C vT B o [ 110d
00T TELT o B [53 o Tz 509 B o St 05 o o 7 097 o o liod
00T jzeLT L et sT 8¢ 8 S B o o . o 2 B o ovT 0 0 25T lod
00T TELT 598 008 61 0 S 3 o o o B o 1T T z o 0 od
00°T; SlzesT e 092 607 < 9T S B € 52 53 0 L TE v 0 {43 165

NOLLYHISININAY
e ¥ 1

TLE'L96'TS |e/u efu 6S5'/LST$ [€S0'SS 8Zv'6T$  |662°655 |r00'6S S6I°'TS YYEOrS |TL6TSS [648'98S |zeL'ses |sesrs$ [see9es [ovszzs |piTzs  [AI9A039Y 150D palewRsT
TETS 89°TS 99T$ €STS OTES TS 0TS 158% BIT'6S YvLS 795'sS 598$ £69$ €6TS @94 pasodoid
(4553 SLT'TS 7SS 433 rS9$ 5 00Z$ 6475 20L'STS  [8298 959°S$ S0S$ L61S 585 93 JuaIny
00°0 00°0 000 00°0 (k4 00°0 780 €00 00°96 027 00°9€ 000 68°'S 220 {e10) aAnoareg
00°0 00°0 00°0 000 000 00°0 19C°0 000 00'9 69°T 006 00°0 19T L1°0 [e101 168 1R
SET 67°6T 0L'T 99T SvT 00T €0°T 6L°8 TL0 £8°0 30v1T E£C°0T 000 SOT [ejol J3dio
L1170 190 ZZ°0 vT°0 10 vE0 610 £0°T 60°0 ST'0 €T 60°0 00°0 244 [2}04 LOS
uLiad 1ad sinoj [pRuuy parow)isg
U266 5387 | |6611 G ZIT 78% 6z 01 £22 9 2 8% 73 2 0% [243 SIuLIod ff pADWIST
o .7 167 128 B2 [F € 1EF |F 1% [5Z I 2 |5 [ES:Z[Ef [E3F[E:
8 g8 |23 3 55 |8 & @ 8 3 a2 |2 g7 g g L8233 23 32
S 2% e 3 =9 =z g3 3 ® g - b 2 % 2 22 32 3z < 8 g
e T 3 o Bw 3 ) o - o) g = ® w = o = 2 2 a8« @a g o @ m
28 3 F 3 Y = o % 3 =31 < e 5 5 3 5 -3 @ @
2g Bl = = 3 B < 2 5= £ g B g 3 -3 o
as “@ m * = a g 2 & o 3
SS09TY SSO9TY L2191V 2S0STH 60Ty 9Z09TH THOSTY [2/tv0eey { TZo9Th LT09TY 0E0STY TEOITY L1091V B8T09TY H09T¥ £20STY 120V anu3AdY

| Kq ‘spuued uo yuadg
u3 pue aapeygsSIUILIPY






Exhibit B
Fiscal Year 2013 Proposed User Fee Adjustments

Department Summary




Proposed
Permit Proposed FY13 Cost
PERMIT # |PERMIT NAME Frequency Existing Fee Fee| Recovery %
416025  |Adult Entertainer Per Year $245 $238 100%
422044/B |Arcade Per Year $72 $100 100%
416032 Auto Dismantler Per Year $344 $438 100%
416016 Bingo Per Year $65 $83 100%
416053 Card Room Employee Per Year $65 $52 100%
416015 Card Room Table Fee - Per Table Table Per Year] $3,090 $3,689 100%
422044/C |Casino Party Per Event $65 $237 100%
416034 Entertainment - Ongoing After Hours Per Year $1,927 $494 100%
416210 Entertainment - Ongoing, Alcohol, 0 - 99 People Per Year $1,500 $1,500 100%
416211 Entertainment - Ongoing, Alcohol, 100-249 People Per Year $2,382 $1,977 100%
416212 Entertainment - Ongoing, Alcohol, 250-399 People Per Year $3,176 $2,987 100%
416213 Entertainment - Ongoing, Alcohol, 400+ People Per Year $3,970 $3,970 100%
416169 Entertainment - Ongoing, No Alcohol, 0 - 49 People Per Year 5283 $172 100%
416037 Entertainment - Ongoing, No Alcohol, 50+ People Per Year $718 $732 100%
416155 Entertainment - Single Event After Hours Per Event $1,145 $381 100%
416038 Entertainment - Single Event, 50+ people Per Event $1,252 $175 100%
416033/A |Firearms Dealer PerYear $660 $1,755 100%
416033/B _|Firearms Dealer Employee Per Year $104 $45 100%
416049/A |Going out-of-Business Per Event $128 $69 100%
416156 Holistic Health Practitioner - Business Per Year $1,693 $1,104 100%
416039 Holistic Health Practitioner - Individual PerYear $175 $101 100%
422044 : |Investigative Fea PerPermit $i04
416024 Massage Establishment Business Per Year $1,707 $2,042 100%
416023 Massage Therapist Per Year $237 $193 100%
416042 Massage Therapist Off-Premise Business Per Year $552 $693 100%
416018 Money Exchange Business Per Year $505 $865 100%
416017 Nude Entertainment Business/Club Per Year $5,656 $5,562 100%
416031 Outcall Nude Entertainer PerYear | $940 $744 100%
416030 Outcall Nude Entertainment Business Per Year $15,702 $9,219 100%
416027 Pawnshop Per Year $249 $851 100%
416021 Peep Show Booth Year Per BootlH $200 $207 100%
422044/A  |Poolroom/Bowling Alley Per Year $72 $119 100%
416041 Promoter Per Year $654 $310 100%
416026 Secondhand Dealer Per Year $123 $153 100%
416049/B |Solicitor PerYear $54 $166 100%
416052 Swap Meet Per Year $1,276 $1,684 100%
416167  |Tobacco Retailer Per Year $212 $131 100%
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