Final Report on the Planning and Development
Department’s Fee Study Analysis

CITY OF FRESNO, CALIFORNIA

matrix

consulting group

721 Colorado Avenue, Suite 101
Palo Alto, CA 94303
v.650.858.0507 f.650.858.0509

January 6, 2010



7.

TABLE OF CONTENTS

EXECUTIVE SUMMARY

LEGAL FRAMEWORK AND POLICY CONSIDERATIONS
USER FEE METHODOLOGY

RESULTS

GENERAL PLAN MAINTENANCE AND UPDATE SURCHARGE
COMPARATIVE MARKET SURVEY OF FEES

CONCLUSION

ATTACHMENTS

A: PLANNING COST CALCULATION RESULTS

B - D: BUILDING COST CALCULATION RESULTS

E: MARKET SURVEY OF FEES

January 6, 2010
Page

1

8

12

14

23

27

29



CITY OF FRESNO
Final Report on the Planning and Development Department Fee Study Analysis

1. EXECUTIVE SUMMARY

The report, which follows, presents the results of the Fee Study Analysis
conducted by the Matrix Consulting Group for the City of Fresno’s Planning and
Development Department.

1. PROJECT BACKGROUND AND SCOPE OF WORK

The Planning and Development Department's fee structure was last
comprehensively updated in fiscal year 1992/1993. As such, the City contracted with the
Matrix Consulting Group to perform an analysis that would clarify the existing fee
structure, as well as consider appropriate additions of new fees for services. In support
of this initiative, the Matrix Consulting Group analyzed the cost of service relationships
that exist between fees for service activities for the Department, including: Entitlement
Review, Administrative Charges, Plan Check, Permit Processing, and Inspection.

The results of this analysis will 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, GENERAL PROJECT APPROACH AND METHODOLOGY

The methodology employed by the Matrix Consulting Group 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. The following table provides an overview of
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types of costs that were considered and included in establishing the “full” cost of

Fresno’s Planning and Development Department Fee Study Analysis:

Cost Component Description

Direct For the Planning and Development Department, fiscal year 2009/2010
budgeted salaries, benefits and allowable departmental expenditures.

Departmental Overhead Budgeted and non-budgeted departmental administration / management
and clerical support.

Citywide Overhead City costs associated with central service costs such as payroll, human
resources, budgeting, city management, etc. Often established through a
cost allocation methodology or plan (In this case, the City already
budgets for these costs, and considers them part of direct budgeted
expenditures).

Plan, Policy, and Costs associated with the preparation and revision of plans and policies
Systems Update and required for the agency to make necessary findings and determinations
Maintenance such as: maintenance and update of the City’s General Plan and Zoning

Ordinance, and technology (permitting system) update, implementation,
and eventually replacement.

Together, the cost components in the table above comprise the calculation of the
total cost of providing any particular service, whether a fee for that service is charged or
not.

The work accomplished by the Matrix Consulting Group in the analysis of the
proposed fees for service involved the following steps:

. Departmental Staff Interviews: The project team interviewed staff in each
department regarding their needs for clarification to the structure of existing fee
items, or for addition of new fee items.

. Data Collection: Data was collected for each item, including, time estimates and
volume of activity. In addition, all budgeted costs and staffing levels for the FY
2009/10 fiscal year were entered into the Matrix Consulting Group’s analytical
software model.

. Cost Analysis: The full cost of providing each service included in the analysis
was established. Cross-checks such as revenue reports and allocation of not
more than 100% of staff resources to both fee and non-fee related activities
assured the validity of the data used in the Study.
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. Review and Approval of Results by City Staff: Departments and City
Management have reviewed and approved these documented results.

. Presentation and Discussion with the Stakeholder Community: The results
of the Analysis were presented and discussed with Fresno’s Stakeholder
Community.

A more detailed description of user fee methodology, as well as legal and policy
considerations are provided in subsequent chapters of this report.
3. SUMMARY OF RESULTS

The following provides a brief summary of results for each scope of work
conducted by the Matrix Consulting Group. The display of the cost recovery figures
shown in the tables below are meant to provide a basis for policy development
discussions among City staff, Council members, and the Fresno community, and does
not represent a recommendation for where or how the Council should take action. The
setting of the “rate” or “price” for services, whether at 100 percent full cost recovery or
lower, is a decision to be made only by the City Council.

Overall, the Fee Study Analysis concluded that the City of Fresno recovers
approximately 69% of its costs for fee-related services provided by the Planning and
Development Department. While the detailed documentation of the Analysis will show
an over-charge for certain services (on a per unit basis), and an undercharge for others,
the City is providing an overall annual subsidy to the fee payer. The table below
presents a summary of results for the Planning and Building Divisions of the

Department:
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Estimated
Estimated Annual "Full"
Annual Cost of
Revenue Providing Fee
Collected Related Surplus / Cost
from Current Services (Subsidy) Recovery
Division Fees ($) ($) (%) Percentage

Building 3,833,000 4,966,000 (1,133,000) 77%
Planning 1,535,000 2,860,000 (1,325,000) 54%
TOTAL 5,368,000 7,826,000 (2,458,000) 69%

Important points to note regarding the table above include:

Building Division: currently recovers approximately 77% of the estimated total
cost of providing user fee-related services to the public. An additional $1,133,000
cost offset could be achieved by implementing fees for service at 100% of cost.

Planning Division: currently recovers approximately 54% of the estimated total
cost of providing user fee-related services to the public. An additional $1,325,000
cost offset could be achieved by implementing fees for service at 100% of cost.

Non-fee related services: In the Planning Division, costs associated with a
number of services that are not recoverable under fees for service were
identified. Costs associated with these services are not displayed in the table
above. More information on these services are provided in the detailed
discussions of this report.

If the Planning and Development Department was recovering 100% of the total

estimated costs of providing user-fee related services, an additional $2,458,000 in

revenue could be achieved.

CONSIDERATIONS FOR COST RECOVERY POLICY AND UPDATES

The Matrix Consulting Group strongly recommends that the City use the

information contained in this report to discuss, adopt, and implement a formal Cost

Recovery Policy, and also to implement a mechanism for the annual update of fees for

service.
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(1) Adopt a Formal Cost Recovery Policy

A formal cost recovery policy may include targeted cost recovery levels that are
different for Planning, versus Building fees. Based on our experience with hundreds of
jurisdictions in California, and nationally, it is often the case that Planning discretionary
and entitlement permits maintain a lower level of cost recovery for services than
Building plan review and inspection permits. Cost recovery for Planning Departments
generally ranges between 40 and 80 percent; Building Departments are typically 100
percent.

Whenever a cost recovery policy is established at less than 100% of the full cost
of providing services, a known gap in funding is recognized and should be recovered
through other revenue sources.

(2) Adopt an Annual Fee Update / Increase Mechanism

The Matrix Consulting Group recommends the City 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.

To ensure that the City receives appropriate fee and revenue increases that
reflect growth in costs, the City could utilize published industry economic factors such
as CPI or other regional factors to update the cost calculations established in this 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
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of living raises. The latter example often 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.

(3) Adopt a General Plan Maintenance and Update Surcharge on Top of
Building Permits

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. Surcharges are
generally assessed as a percentage of fees or some other metric such as valuation, and
are meant to recover costs from entire groups who receive overall benefit from services.
A potential surcharge on top of building permits for recovery of costs associated with
update and maintenance of the City’s General Plan is discussed in detail in Chapter 5 of

this report.
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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, State Government Codes 66012 and 66014, and more recently the Attorney
General's Opinion 92-506 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 also 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 Approval
+ 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
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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 above, 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 almost entirely 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 alternative 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 City staff or Council may not advocate the full
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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 low
may provide 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 Senior programs.

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 Recreation programs, Planning
Design Review, historical dedications and certain types of special events, to
name a few.

The Matrix Consulting Group recognizes the need for 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. Council is responsible for this decision, which often becomes a question of
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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, the Council can be assured that the adopted fee for service is

reasonable, fair, and legal.
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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 a full cost calculation are typically as follows:

Cost Component

Description

Direct

Salaries, benefits and allowable departmental expenditures.

Departmental Overhead

Departmental administration / management and clerical support.

Citywide Overhead

City costs associated with central service costs such as payroll,
human resources, budgeting, city management, etc. Often
established through a cost allocation methodology or plan (City is
responsible for providing these costs).

Cross-Departmental Support

Costs associated with review or assistance in providing specific
services. For example, costs established via study of the Planning
Department for review of Building permits are included as
overhead to building permit fees.

Plan, Policy, and Systems
Update and Maintenance

General Plan Update, code enforcement, and technology costs,
etc., as applicable

The general steps utilized by the project team to determine allocations of cost

components to a particular fee or service are:

. Develop time-estimates for each service included in the study;
. Calculate the direct cost attributed to each time estimate;
. Utilize the comprehensive allocation of staff time to establish an allocation basis

for the other cost components; and,

. Distribute the appropriate amount of the other cost components to each fee or
service based on the staff time allocation basis, or other reasonable basis.

The result of these allocations provides detailed documentation for the

Matrix Consulting Group
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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 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. Utilization of time
estimates is a reasonable and defensible approach, especially since these estimates
were developed by experienced staff members who understand service levels and
processes unique to the City of Fresno.

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
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 actual 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 is not

cost effective or reasonable for the following reasons:

Matrix Consulting Group Page 12



CITY OF FRESNO
Final Report on the Planning and Development Department Fee Study Analysis

. 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, complexity, and additional study requirements of
a given project warrant 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
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 to individual services in the Study.
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4. RESULTS

The motivation behind a Cost of Services (Fee Study) Analysis is for the City
Council and City 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.

The discussion of each Division below is a summary of extensive and
voluminous cost allocation documentation provided to City staff under separate cover
from this report. Attachments to this report present a summary of each Division’s results
in two perspectives:

. First, on a “Per Unit” Basis: comparing the full cost of providing each unit of
service to the current fee for each unit of service (where applicable).

. Second, on an annualized basis: the project team utilized volume of activity
estimates to project annual subsidies and revenue impacts associated with the
implementation of each fee for service at full cost recovery levels.

It should be noted that these results are not a precise measurement. Changes to

the structure of fee names, along with the use of time estimates allow only for a

reasonable projection of subsidies and revenue. Consequently, the Council and City

staff should rely conservatively upon these estimates to gauge the impact of
implementation going forward.

1. PLANNING DIVISION
The Planning Division performs advanced and current planning functions,

including processing entitlements such as plan amendments, rezones, site plans,

conditional use permits, and environmental assessments. The Division also prepares
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and maintains the General Plan and various community specific, and redevelopment
plans, processes annexations, provides public counter planning services and
coordinates efforts of citizen advisory and plan implementation committees.
(1)  Cost Calculation Results for Fee Related Services

The table in Attachment A to this report focuses primarily on costs and revenues
associated with providing services for which a fee can be charged. As shown in
Attachment A, most fees for service on a per unit basis for the Planning Division
showed an average undercharge, and the results of the analysis identified an overall
annual subsidy of approximately $1,325,000 provided to the public for application
review services. At current fee levels, the Planning Division is recovering approximately
54% of the total City costs associated with providing services for which a fee can be
charged.
(2) Cost Calculation Results for Fee Supporting and Non-Fee Related Services

The results of this analysis also identified the costs associated with several
services that, according to the project team’s interpretation of the State Government
Code, are not recoverable in fees for service. In addition, the project team also identified
costs associated with certain services performed within the department that are
considered as “indirect” support to providing fee related services, but not 100%
recoverable in fees for service. The table on the following page lists the types of fee
supporting and non-fee related services identified, as well as their costs per the results

of the Analysis.
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Estimated
Annual

“Full” Cost

of Providing

Fee Supporting / Non-Fee Related Service Services ($)
Special Projects such as Council requests, special studies, etc. 106,000
General Public Counter and Public Information Duties 97,000
Inter-governmental Advisory Board and Committee Participation 49,000
Development Impact Fee Collection 667,000
SUBTOTAL 919,000
Interdepartmental Billing Offset for Development Impact Fee Collection -355,000
TOTAL 564,000

Costs identified with the services listed above are not included in the Cost
Calculation results shown in Attachment A of this report. These costs should be
recovered via alternate revenue sources, rather than user fees.

(3) Impacts of the Existing Discount for Inner City Projects
The city currently provides a discount for the following types of planning

application activities within Fresno’s inner-city area:

Fee Type
Conditional Use Permits — (Excluding ABC
CUP’s and uses with pool or billiard tables)
Site Plan Review
Tentative Parcel Map
Plan Amendment
Rezoning
Variance

. The discount varies by type of application, from 50% of the adopted fee or
more. As part of this Fee Analysis, the project team was able to estimate the annual

impact of this policy as follows:
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Estimated
Estimated Annual "Full"
Annual Cost of
Revenue Providing Fee
Collected Related Surplus / Cost
from Current Services (Subsidy) Recovery
Division Fees ($) ($) (%) Percentage
Inner City Projects 35,000 114,000 (79,000) 31%

On average, Inner City Projects receive a subsidy of approximately $79,000 per
year for application services.
2, BUILDING AND SAFETY SERVICES DIVISION

The Building and Safety Services Division is responsible for permit processing,
plan checking, and inspection services for public and private projects. The division
provides public counter services, processes subdivision, UGM, and various entitlements
associated with development, and provides planning and engineering staff support to
commercial and residential projects.
(1)  Specific Legal and Policy Issues for Building Permit Fees

The Building and Safety Services Division’s existing fee structure assesses
charges based on a combination of techniques. In general:

. New Commercial and Major Alterations and Additions fees are calculated based
on a table of multipliers applied to the actual floor area of each project.

. New Single Family, New Duplex, or Major Residential Alterations and Additions
fees are calculated based on the adjusted floor area of the project.

. Minor Additions and Alterations fees are calculated based on the total valuation
of improvements.

. Minor Mechanical, Plumbing and Electrical fees are calculated based on an
itemized list of flat fees for service.

For decades, most California jurisdictions (including Fresno) have utilized the

Uniform Building Codes (UBC) for performing plan check and inspection services, and
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based their fees for service on the UBC valuation tables published by ICBO. Under the

Valuation Table method of establishing permitting fees, average costs (value) of

construction per square foot are provided by “Valuation Tables” issued by the ICBO

(International Conference of Building Officials) organization. The multipliers contained

within these Tables are then multiplied by a project’s building occupancy type and size

to establish the construction value of a project. Once a project’s value is determined
from this Table, a graduated fee scale for value ranges is utilized to determine plan
review and inspection fees.

The use of these Tables has come under considerable review and discussion
over the past several years. Many, including the Attorney General of the State of
California, believe that the valuation tables do not provide a clear nexus between fees
charged and levels of service provided. In 1993, the Attorney General issued opinion
92-506 pertaining to the following questions:

. Is a local agency prohibited from charging building permit and similar fees which
exceed the estimated reasonable costs of providing the services rendered unless
the amounts of the fees are approved by the electorate?

. May a local agency charge building permit and similar fees based upon the
Uniform Building Code Valuation Tables, which are in excess of the estimated
reasonable costs of providing the services rendered unless the amounts of the
fees are approved by the electorate?

. If a local agency charges building permit and similar fees based upon the
Uniform Building Code Valuation Tables without supporting evidence regarding
the relationship between the fees and services rendered, are such fees valid?
The Attorney General presented the following conclusions in response to the

questions raised above:

. A local agency is prohibited from charging building permit and similar fees which

exceed the estimated reasonable costs of services rendered unless the amounts
of fees are approved by the electorate
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. A local agency may not charge building permit and similar fees based upon the
Uniform Building Code Valuation Tables which are in excess of the estimated
reasonable costs of providing the services rendered unless the amounts of the
fees are approved by the electorate.

. If a local agency charges building permit and similar fees based on the Uniform
Building Code Valuation Tables without supporting evidence regarding the
relationship between the fees and the services rendered, such fees are invalid to
the extent they exceed the reasonable costs of providing the services rendered.
In addition, the Attorney General noted that the valuation tables are contained in

a private publication issued by a nongovernmental association (ICBO), which presents

no evidence of the following critical factors pertaining to the establishment of charges

for service:

. That the fees set by these tables approximate the estimated costs of the
specified services in any particular local jurisdiction in California; and,

. That any cost analysis has been made by the ICBO with respect to relation
between the tables and costs of providing services

Finally, the Attorney General concluded that the Government Code sections
related to charges for service do not confirm the reasonableness of fees set forth by the
ICBO valuation tables, and that a jurisdiction may not adopt or charge the fees set forth
in the tables.

Although the Attorney General’s opinion specifically discusses the use of the
UBC Valuation Tables, the Matrix Consulting Group considers this opinion equally
applicable to the IBC Valuation Tables recently re-issued by the ICC for the following
reasons:

. The ICBO/ICC have historically issued Valuation Tables for both the UBC and

IBC in order to accommodate jurisdictions in California and across the country
that adopt different code systems.
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. The methodology utilized by ICBO/ICC to establish the construction cost
multipliers for both tables is the same, where national averages of construction
cost by building occupancy type present factors that reflect the value of
construction per square foot.

However, in addition to the Attorney General's opinion, the Matrix Consulting

Group also notes the following significant issues with the Valuation Tables:

. Valuation Tables have no correlation to the specific cost of providing services
encumbered by a jurisdiction. The true costs of providing building permitting
services in any jurisdiction are actually correlated to the level of effort required by
a jurisdiction’s staff support and operational costs, not the cost of construction.

. Valuation Tables’ components are subject to economic factors, which fluctuate at
a higher frequency than typical costs encumbered by government agencies such
as salaries, benefits, and overhead.

. Valuation Table-based fees generally result in an imbalance of revenue between
commercial versus residential development. Based on the Matrix Consulting
Group’s experience in analyzing building permit operations, valuation based fees
for commercial occupancies do not consider the economies of scale achieved in
required effort and costs associated with plan review and inspection of large
projects.

Even with the knowledge and points stated above, utilization of the Valuation

Table methodology for establishing building permit fees still remains the standard fee

setting mechanism for most jurisdictions in California. In recent years, however, many

jurisdictions have implemented cost based charging systems that do not rely on the
valuation tables.

(2) Cost Calculation Results for the Building and Safety Services Division
In response to the issues with valuation tables noted above, the Department

wished to consider alternatives to the Valuation Table methodology for establishing

building permit fees. As such, the Matrix Consulting Group worked with City staff to

undergo a thorough analysis that connects staff hours and costs by various project
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types to fees for service. Attachments B through D display the resulting Building and
Safety services cost calculations by major grouping of project types.

. Attachment B: focuses on the full cost of services related to the permitting, plan
review, and inspection of new occupancies, commercial tenant improvements,
residential additions, and residential remodels. These project types and sizes
were analyzed on a square footage size basis. The results in this table focus on
an average cost versus revenue comparison for various projects included in the
analysis. Also included is the resulting fee table format related to Attachment B.
These tables are the resulting fee matrix that would be implemented if Building
and Safety fees for service are adopted at 100% of cost recovery. Separate
tables are included for plan check and inspection.

. Attachment C: presents full cost of services results related to “Miscellaneous
Items” that do not fit directly into the structure identified for items in Attachments
B. Common projects seen in this area include minor residential and commercial
improvements such as re-roofs, window replacement, retaining walls, pools, etc.
These project types and sizes were analyzed on a flat (per project basis), or on a
smaller square footage size basis than projects included in Attachment B.

. Attachment D: presents full cost of services results related to Mechanical,
Plumbing and Electrical projects that are “stand-alone” or “singular” in nature,
meaning they are not part of an application for a project shown in Attachments B,
or C.

Some fee items shown in the Attachments show an average undercharge, while
others indicate an average overcharge. However, as shown in the following table, the

net result of the Analysis found an overall undercharge for services performed by the

Building and Safety Services Division.
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Estimated
Estimated Annual "Full"
Annual Cost of
Revenue Providing
Collected Fee Related Surplus / Cost
from Current Services (Subsidy) Recovery
Fee Area Fees ($) ($) ($) Percentage

New
Construction $3,045,000 $4,173,000 $(1,128,000) 74%
Miscellaneous
Items $498,000 $508,000 $(10,000) 100%
MPE's $290,000 $285,000 $5,000 104%
TOTALS: $3,833,000 $4,966,000 $(1,133,000) 79%

The City currently provides an overall annual subsidy of approximately
$1,133,000 to the public for plan review and inspection services. At current fee levels,
the Division is recovering approximately 79% of the total City costs associated with

providing its services.
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5. GENERAL PLAN MAINTENANCE AND UPDATE
SURCHARGE

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. Common 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
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.

The City of Fresno updates its General Plan on a routine bases. This Plan helps
to 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 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.

The following provides a sampling of 15 California jurisdictions that have

implemented General Plan Maintenance and/or Update Surcharges:

Jurisdiction Name General Plan Maintenance and/or Update Surcharge
City of San Jose 1.25% Surcharge on all Entitlement and Building Permit fees
City of Santa Barbara 11% General Plan Update Surcharge assessed on all building permits

that create new development

County of San Luis Building permits are assessed a 9.4% general plan update surcharge
Obispo
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Jurisdiction Name General Plan Maintenance and/or Update Surcharge

County of Marin

Long Range Planning Surcharge is applied to various types of planning
applications. (General Plan Maintenance Impact Fee is 10.5% and
applied to planning applications and building permits.)

City of Sunnyvale

General Plan Maintenance fee charged at .5% of total building permit
valuation for all projects other than residential remodels

City of San Carlos

General Plan fee assessed on both Planning and Building fees
(General Plan Surcharge is a fixed amount (average: 15%) assessed
on each type of the planning fees and some building fees.)

City of San Diego

General plan maintenance fee charged for projects with plans and
documents to be reviewed for compliance with the general plan or land
development code provisions. ($88 assessed on Construction Permits)

City of Oakland

General Plan Surcharge issued on building, demolition, and privately-
contracted public improvement projects (Assessed on all P-JOB
Permits; 0.1% of Construction Valuation)

Town of Los Gatos

General Plan Surcharge of .5% of Bldg. Valuation for new construction
and additions or 10% of zone change and subdivision fee

City of Long Beach

3.1% of the fee for each building, zoning, historical, environmental,
electrical, mechanical, and plumbing plan check and permit application.

City of Riverside

10% of Plan check, building, electrical, mechanical and plumbing fee.

City of Morgan Hill

5% surcharge for all planning and building permits.

City of Corona

A 2.2% surcharge is added to all building permit fees.

City of Fremont

15% of fees required by Master Fee Schedule. (15% of building permit
fees)

City of Redwood City

General Plan Maintenance fee of .05% of building valuation fee is
applied to all building permits.

City of Bakersfield

$78 fee added to all new construction building permit fees.

Because a current General Plan document is needed to determine conditions of
approval, entittements, and building permit approval, these costs are legitimately
recoverable in the programs and fees it supports. As part of the Fee Study Analysis, the
Department provided the following costs associated with update and maintenance of the

General Plan:
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Amount

Comprehensive Update 3,700,000
On-going Maintenance

and Update 5,600,000
Subtotal 9,300,000
less DOE Grant (1,700,000)
TOTAL 7,600,000
Amortization Cycle 10 years
Total Annual Costs 760,000

Most jurisdictions perform a comprehensive update of their General Plan on a
five to ten year cycle. As shown in the table above, on a 10 year update cycle, the
Planning and Development Department would need to accrue approximately $760,000
per year in costs, allocated to a special fund, for the purpose of updating and
maintaining their Plan.

To implement a surcharge for recovery of general plan maintenance and update
costs, the Department and Council could agree upon a desired cost recovery target for
this program, to be captured on top of Building permit fees. The following are a couple

of policy options typically seen in other jurisdictions:

. Policy Option 1: Recover 100% of the annual costs via building permit fee
surcharge.
. Policy Option 2: Recover less than 100% of the annual costs via building permit

fee surcharge. The remaining unfunded amount would be subsidized by other

City revenue sources such as the general fund for the general community benefit

received from the plan, as well as for the use of the Plan by other departments

such as public safety and utilities.

Specific calculation of the surcharge is affected by the actual fee-setting action
determined by the local decision making authority. Assuming the building permit and
plan check fees are adopted at 100% of the full cost recovery levels identified in the

results of this study, the following table presents three options for surcharge amounts
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based on 100%, 80%, and 50% recovery of General Plan maintenance and update

costs on top of building permit fees.

Annual GP
Maintenance
and Update Funding
Policy Options Surcharge % Revenue Gap
Policy Option 1 - 100% 18% $760,000 $-
Policy Option 2 - 80% 15% $608,000 $152,000
Policy Option 3 - 50% 9% $380,000 $380,000

In adopting a General Plan maintenance and update surcharge, each
jurisdiction’s policy makers must decide to what degree new development impacts the
revision and maintenance efforts to their Plan. For jurisdictions with large amounts of

undeveloped land available, the impact is typically considered higher than for

jurisdictions that are closer to “build-out” of available land resources.
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6. COMPARATIVE FEE SURVEY

As part of this Cost of Services (User Fee) Study for the City of Fresno, the
Matrix Consulting Group conducted a comparative survey of fees. This Fee Study
Analysis will provide the City with a reasonable estimate and understanding of the true
costs of providing services. 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 following 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 or 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
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 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
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survey can risk creating a confusing excess of data that will obscure rather than clarify
policy issues. Limiting the number of components will help keep the focus on the vital
fee items with the most significant impact to the community.

The results of the fee survey are shown in Attachment E to this report.
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7. CONCLUSION

The City of Fresno engaged the Matrix Consulting Group to determine the total
cost of development review services provided to its citizens and businesses for the
Planning and Development Department. To calculate the total cost of each service, the
Matrix Consulting Group employed both a widely accepted and defensible methodology,
as well as the experience and input of City staff to complete the necessary data
collection and discussion to complete the analysis. City leaders can now use this
information to make informed decisions and set its fees to meet the fiscal and policy

goal objectives of the City.

Matrix Consulting Group Page 29



ATTACHMENT A

Cost Recovery Report Table — Planning Division



User Fee (Cost of Services) Study
FY 2009/10 Budgeted Expenditures

Cost Recovery Report Table - Fee Related Services Only

City of Fresno, CA
Planning Division

Surplus /
Current Fee / Total Cost Per | (Deficit) per Annual Revenue at Surplus /
FEE Deposit Unit Unit Recoverable Current Fee - Total Cost - (Deficit) - Annual
NO. Fee Name ($) ($) (%) Volume Annual ($) Annual ($) ($)
1|Address Change (Minor) 50 191 (141) 3 139 530 (391)
3|Annexation - Inhabited 3,300 10,541 (7,241) o - - -
4|Annexation - Un-Inhabited 3,300 7,533 (4,233) 1 4,571 10,434 (5,863)
5|Bond Processing 115 170 (55) 1 159 236 (76)
7|CUP Application 6,230 7,521 (1,291) 87 543,638 656,251 (112,613)
9|CUP Mid-rise/high-rise (< 1 net acre) 12,610 10,980 1,630 o o o -
10|CUP Mid-rise/high-rise (1 to 5 net acres) 12,610 13,537 (927) o ° o S
15|CUP Amendment to approved CUP (Minor) 2,840 3,008 (168) 21 59,005 62,500 (3,495)
17 |CUP Amendment to approved CUP (Revised exhibit -major) 840 1,964 (1,124) 47 39,558 92,477 (52,918)
18|CUP Amendment to approved CUP (Revised exhibit -minor) 160 836 (676) 51 8,200 42,824 (34,624)
21|Special use CUP Asterisked use 2,630 5,833 (3,203) 3 9,107 20,197 (11,090)
29|Covenants preparation and recording 520 2,889 (2,369) 35 18,006 100,051 (82,045)
31|Covenants Revision 110 1,603 (1,493) - - ° =
34|Covenants Release 640 2,583 (1,943) 1 886 3,578 (2,691)
36| Minor Deviation Application 320 744 (424) 8 2,659 6,180 (3,520)
37 |Director's Classification 790 3,630 (2,840) 1 1,094 5,028 (3,934)
38|Draw-Down Account Administrative Fee 105 133 (28) - - - -
40|Environ. Assess. (Categorical Exemption) 520 1,086 (566) 76 39,614 82,754 (43,141)
41 |Environ. Assess. (Finding of Conformity) 1,210 3,342 (2,132) 53 63,687 175,926 (112,239)
44 |Environ. Assess. (Mit. Neg. Dec.) 1,210 8,022 (6,812) 1 1,676 11,111 (9,435)
57 |EIR - Analysis (Focus) 15,760 54,398 (38,638) 3 54,573 188,368 (133,795)
58|EIR - Analysis (Program) 22,140 79,968 (57,828) - ° ° S
60 |Planned Comm. - Formal Appl. 80,500 28,394 52,106 - - - =
62| Over-height Structure Approval 190 6,217 (6,027) - ° ° S
63 |Plan Modification 4,200 4,228 (28) - - - -
64 |Plan Amendment 5,000 9,693 (4,693) 14 69,255 134,259 (65,004)
67 |Planned Comm. Develop. Prelim. App. 97,000 14,197 82,803 = o o -
69 |Precise Plans of Des. (Under 1 net acre) 4,190 6,184 (1,994) o - - -
70|Precise Plans of Des. (1 to 5 net acres) 6,230 8,356 (2,126) - - ° S
71 |Precise Plans of Des. (> 5 net acres, ea. Add'l. 5 net acres) 370 2,089 (1,719) - = o =
73 |Planning Commission (Continuation of scheduled item at request of applicant) 1,060 1,086 (26) 1 1,060 1,086 (26)
74|Refunds, Handling Charge (Additional City-wide handling) 71 133 (62) o ° ° =
75|Refunds, Handling Charge (Handling) 10 342 (332) - ° ° S
76 |Release Hold on Occupancy (Minor) 60 376 (316) - - - -
78|Response to Inquiries - Written (All inquiries) 160 653 (493) 35 5,651 23,063 (17,412)
80 |Rezoning (Modifications to zoning conditions) 2,100 8,392 (6,292) 1 2,909 11,624 (8,715)
81|Rezoning 2,100 9,495 (7,395) 13 27,633 124,939 (97,307)
86 | Security Wire Permit 140 418 (278) 3 388 1,158 (770)
87 |Signs/Zoning Review (Master sign program application) 370 919 (549) 3 1,025 2,546 (1,521)
88|Signs/Zoning Review (On-site signs) 150 292 (142) 119 17,868 34,838 (16,970)
89(Signs/Zoning Review (Master sign program conformance review) 35 167 (132) 192 6,714 32,060 (25,346)
90|Signs/Zoning Review (Temp / Banner) 150 167 (17) - - - -
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User Fee (Cost of Services) Study
FY 2009/10 Budgeted Expenditures

Cost Recovery Report Table - Fee Related Services Only

City of Fresno, CA
Planning Division

Surplus /
Current Fee / Total Cost Per | (Deficit) per Annual Revenue at Surplus /
FEE Deposit Unit Unit Recoverable Current Fee - Total Cost - (Deficit) - Annual
NO. Fee Name ($) ($) (%) Volume Annual ($) Annual ($) ($)
92|SPR 4,940 6,351 (1,411) 23 112,900 145,139 (32,239)
95|SPR - Amendment 3,360 2,507 853 1 4,654 3,472 1,182
96 |SPR - Amendment (Minor Revised exhibit) 160 668 (508) 16 2,549 10,648 (8,099)
97|SPR - Amendment (Major revised exhibit) 640 1,462 (822) - - - -
99(SPR - Rear yard encroachment (Major) 580 543 37 98 57,038 53,414 3,624
104 |Special Agreements - Early Issuance of Model Home 640 1,609 (969) 1 886 2,228 (1,342)
109|Master Dev. Agrmt. (Under 1 net acre) - 18,968 (18,968) - - - -
110|Master Dev. Agrmt. (1 to 5 net acres) - 24,400 (24,400) - - ° =
111|Master Dev. Agrmt. (> 5 net acres, ea. Add'l. 5 net acres) - 3,342 (3,342) - - - -
112 |Street Name Change 1,580 9,217 (7,637) - - - -
113 |Lot Line Adjustment 1,900 5,026 (3,126) 24 46,055 121,818 (75,763)
114 | Tentative Parcel Map - Filing (4 lots or less) 2,100 4,712 (2,612) 5 10,180 22,843 (12,663)
115|Tentative Parcel Map - Filing (5 lots or more) 2,520 6,383 (3,863) 10 24,433 61,891 (37,457)
116 |Final Parcel Map - (4 lots or less) 3,160 7,892 (4,732) 3 8,754 21,863 (13,109)
117 |Final Parcel Map - (5 lots or more) 4,410 10,903 (6,493) 6 27,487 67,958 (40,470)
118 |Final Parcel Map - Wavier Certificate Request 1,940 677 1,263 1 2,687 938 1,749
119|Final Tract Map Filing (Map) 9,140 11,234 (2,094) 3 31,650 38,901 (7,251)
120|Final Tract Map Filing (Per 50 lots) 2,950 3,606 (656) 3 10,215 12,488 (2,273)
121|Subdivision - Additional tax certification process 52 204 (152) 1 72 282 (210)
122 |Subdivision- Agreement Preparation - 2,289 (2,289) o ° o S
123|Subdivision - Certificate of Compliance (SMA 66499.35) 2,620 2,008 612 1 3,629 2,781 848
128|Subdivision - Record of Survey Processing 110 705 (595) 3 305 1,954 (1,650)
129| Tentative Tract Map (Pre-application and verification) 3,680 2,887 793 1 5,097 3,999 1,098
130|Tentative Tract Map - Filing (Base Fee) 12,030 15,421 (3,391) 6 74,982 96,116 (21,134)
131|Tentative Tract Map - Filing (Per each 50 lots) 10,500 8,159 2,341 1 14,544 11,301 3,242
132| Tentative Tract Map - Revised (Minor) 235 3,284 (3,049) 1 325 4,549 (4,223)
133| Tentative Tract Map - Revised (Major) 1,610 6,125 (4,515) 5 7,805 29,695 (21,889)
137|Tentative Tract Map + Condo Conversion (Base Fee) 2,750 21,828 (19,078) 3 7,618 60,467 (52,849)
138| Tentative Tract Map + Condo Conversion (Per 100 Units) 3,100 5,549 (2,449) 3 8,588 15,373 (6,785)
139|Variance - Security Related 320 5,665 (5,345) - - ° =
140|Variance - Single-family residential Lot 740 5,666 (4,926) 3 2,050 15,695 (13,645)
141 |Variance - All Other 4,200 7,370 (3,170) 3 11,635 20,417 (8,782)
142|Zoning Ordinance Text Amendment 3,160 11,381 (8,221) - - - -
143 |Corrected Exhibits (after first 2) - 501 (501) - - - -
144 |Address Assignment - Parcel Map - 235 (235) - - - -
145|Address Assignment - Tract Map - 334 (334) - - - -
146 |Appeal by Applicant (requiring PC review) - 668 (668) - ° ° S
147|Voluntary Parcel Merger - 5,026 (5,026) = o - -
148|Historic Pres Appl. - 1,170 (1,170) - - - -
149|Bldg P/C - Offsite Impr. Commercial 140 281 (141) 282 39,461 79,124 (39,662)
150|Bldg P/C - Offsite Impr. Residential 140 348 (208) 41 5,720 14,217 (8,497)
151|Time Extension - PC Review only - 1,588 (1,588) 1 = 1,588 (1,588)
152|Time Extension - add'l for CC Review - 1,588 (1,588) - o o S

Matrix Consulting Group

Page 2 of 3



User Fee (Cost of Services) Study
FY 2009/10 Budgeted Expenditures

Cost Recovery Report Table - Fee Related Services Only

City of Fresno, CA
Planning Division

Surplus /

Current Fee / Total Cost Per | (Deficit) per Annual Revenue at Surplus /

FEE Deposit Unit Unit Recoverable Current Fee - Total Cost - (Deficit) - Annual
NO. Fee Name ($) ($) (%) Volume Annual ($) Annual ($) ($)

154 |Annual Hours - SPECIAL PROJECTS * - 106,228 (106,228) - - - -

158|Annual Hours - PUBLIC COUNTER / GEN INFO * - 97,302 (97,302) o - - -

162|Annual Hours - ADVISORY BOARDS / COMMISSIONS * - 48,622 (48,622) - - - -

163|Annual Hours - DIF COLL 354,788 667,384 (312,596) - - - -
166 | Exec Asst to Dir Full Cost Hourly - 122 (122) 1 - 122 (122)
167|Planning Mgr / Supv PInr / Pinr [1I/Il Full Cost Hourly - 153 (153) 1 - 153 (153)
170|Cheif Eng Tech Full Cost Hourly - 187 (187) 1 = 187 (187)
171|Supv Eng Tech Full Cost Hourly - 165 (165) 1 - 165 (165)
173|Sr Eng Tech Full Cost Hourly - 124 (124) 1 - 124 (124)
179|IC - CUP Application 3,115 7,505 (4,390) 6 19,416 46,780 (27,364)
184|IC - CUP Amendment to approved CUP 1,420 3,002 (1,582) 1 983 2,079 (1,095)
186|1C - CUP Amendment to approved CUP (Revised exhibit -major) 420 1,960 (1,540) 6 2,618 12,215 (9,597)
187|1C - CUP Amendment to approved CUP (Revised exhibit -minor) 80 834 (754) 4 332 3,465 (3,133)
188|IC - SPR 1,680 6,338 (4,658) 3 5,817 21,946 (16,129)
189|IC - SPR - Amendment (Minor Revised exhibit) 80 667 (587) 10 831 6,930 (6,099)
190|IC - Tentative Parcel Map - Filing (4 lots or less) 2,520 4,703 (2,183) 1 2,520 4,703 (2,183)
191|IC - Variance - Single-family residential Lot 740 5,654 (4,914) 3 2,050 15,663 (13,613)
TOTAL - ALL ACTIVITIES 1,534,963 2,859,708 (1,324,745)
AVERAGE COST RECOVERY PERCENTAGE FOR FEE RELATED SERVICES 54% |

FOOTNOTES:

Annual Hours - SPECIAL PROJECTS *

Costs associated with Special Projects, Council Research Requests, etc. that are not recoverable under fee-related revenue sources

Annual Hours - PUBLIC COUNTER / GEN INFO *

Costs associated with Planning staff support to general information inquiries via the public counter and/or telephone. 30% of these costs are incorporated into the

Annual Hours - ADVISORY BOARDS / COMMISSIONS *

Costs associated with Planning staff support to various advisory boards and commissions. 70% of these costs are included in Planning fee calculations, 30% are not
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ATTACHMENT B

1. Cost Recovery Report Table — Building and Safety Division for New Construction, Commercial Tenant
Improvements, Residential Additions and Remodels

2. Fee Tables - Building and Safety Division for New Construction, Commercial Tenant Improvements, Residential
Additions and Remodels








