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ATTACHMENT 3

Proposed Combined Entitlement Fee Percentage Matrix

Entitlement*

%
Reduction

General Plan Amendment

20%

Specific Plan/Special Planning Area
Amendment

10%

Rezone

25%

Zoning Ordinance Amendment

25%

Design Review

25%

Design Review Amendment

50%

Development Agreement

10%

Development Agreement Amendment

10%

Conditional Use Permit

25%

Conditional Use Permit Amendment

25%

Tentative Parcel Map

25%

Tentative Parcel Map Amendment

35%

Tentative Subdivision Map

25%

Tentative Subdivision Map Amendment

35%

Uniform Sign Program

25%

Uniform Sign Program Amendment

25%

Variance

10%

* Any entitlement not listed in the above matrix is not eligible for the “combined entitlement” fee

reduction.
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EXECUTIVE SUMMARY

‘i

The City of Elk Grove engaged Willdan to conduct an objective analysis of the full costs incurred by the City in
support of various activities for which the City’s Development Services Department collects user fees. The City
worked closely with the community’s Industry Group throughout the course of this project to develop a fee
schedule that is fair, equitable and satisfactory to both the development community and the City as a whole. The
analyses of full costs for services were used as an informational tool for the City. The City ensured while discussing
proposed fee levels with the development community, that they did not create any unnecessarily high general
fund subsidies, and that any subsidies were indeed attributable to general benefit to the community.

City of Elk Grove Comprehensive User Fee Study 1
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e Understand the context and principles e  Ensure compliance with State law
of user fees e Develop an updatable and
e Enhance fairness and equity comprehensive list of fees

The City can use the study results to better understand its true costs and as the basis for making informed policy
decisions regarding the most appropriate fees, if any, to collect against individuals and organizations that require
individualized services from the City.

SCOPE OF THE STUDY

The scope of this study encompasses a review and calculation of the user fees charged by the City’s Development
Services Department for the following divisions:

e  Building Division e  Planning Division
e Public Works Division

The study involved the identification and inventorying of existing and potential new fees, fee schedule
restructuring, data collection and analysis, orientation and consultation, quality control, communication and
presentations, project management, and calculation of individual service costs (fees) or program cost recovery
performance. It is important to note that while the calculations for the Public Works fees were completed by City
staff, the same methodology was employed and the fees were reviewed by Willdan. The revised Public Works fees
are incorporated within this Report. As previously stated, the methodology and results of the internal analysis of
the Public Works fees were reviewed by Willdan and we have found them to be supportive of the generally
accepted fee setting principals that are accepted in the land development industry.

The User Fee Study focused on the cost of City services delivered by staff and/or by contracted professionals, at
existing, known, or reasonably anticipated service and staffing levels. This study was not a “management study”
that attempted to identify, evaluate, or quantify potential cost savings opportunities, efficiency and effectiveness
improvements, performance or productivity, staffing or organizational structure, process changes, risk mitigation,
or other factors that could later influence operating practices and the cost of specific services.

AIM OF THE REPORT

This report serves as the nexus between services required and the costs to provide these services (both direct and
indirect) in order to calculate fee rates to capture the total cost. This document provides a summary presentation
of the study results, as well as a general description of the approach and methods Willdan and City representatives
used to determine the cost of services. Some issues are presented to give the City a better understanding of the
background for the results and the study processes. However, the report is not intended to document all of the
discussions involved with the study, nor is it intended to provide persuasive discourse on the relative merits of the
tools, techniques, methods, or other approaches used in the study. The main source of detailed information from
this study is the series of worksheets and workbooks that contain the source data and calculations that lead to the
final results. These detailed spreadsheets, created using Microsoft Excel, are represented as the appendices to this
report. The spreadsheet models have been provided to City staff to allow for periodic updating, as costs, staffing
levels and service offerings may change in the future.

City of Elk Grove Comprehensive User Fee Study 3
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Proposition 218 (1996) further limited the imposition of certain classes of fees that are property related. As a
result, cities were required to secure a supermajority vote in order to enact or increase taxes. Since the public
continues to resist any efforts to raise local government taxes, cities have little control and very few successful
options for new revenues. Compounding this limitation, the State of California took a series of actions in the 1990’s
and 2000’s to improve the State’s fiscal situation—at the expense of local governments. The “ERAF” take-away of
property taxes and the reduction of Vehicle License Fees severely reduced local tax revenues.

Cities (and counties) faced significant funding troubles in the face of rising and uncontrollable costs, increased
citizen demands, and continued imposition of state mandates. The flexibility of local government budgets to
address their own priorities was hampered by categorical grants, earmarked funds, mandates, maintenance of
effort requirements, and funding match requirements. As expected, cities and counties sought relief.

To cope with the funding shortages, local government was forced to enact service reductions, seek reimbursement
from the state for more and more mandated services (SB 90 Mandated Cost Reimbursement), and impose a wider
range and higher levels of user fees and impact fees. In turn, to appease local government and transfer some
control and responsibility, the state delegated more authority to charge user fees.

After a series of real and/or perceived abuses, a focused and influential user fee backlash occurred in the mid-
1990’s that required further clarification and limitation of user fee practices. Special interest groups (led by the
building industry) challenged the fees in a number of cities and counties, resulting in a series of lawsuits, special
studies, and formal opinions from the California Attorney General (1995) and Legislative Counsel (1997).

Continuing this movement, on November 2, 2010, California voters approved Proposition 26. Proposition 26 added
new definitions to the California Constitution so that “regulatory fees” are now considered to be special taxes
subject to the approval of the voters. A specific exception is recognized for development impact fees. The fees
covered by this report are thus outside the scope of Proposition 26.

The result of these actions is an environment of significant scrutiny on all fees. Local government has been forced
to pay greater attention to the methods and basis for new fees, since they can be readily challenged. The focus of
fee-setting decisions has shifted from the revenue needs to cost recovery of the services provided. “Pay to Play”
principles have become more prominent as a way to ensure equity and fairness for all citizens. In addition, the
issue of subsidies has come to the forefront, since it has become less tolerable to use general taxpayer funds to
subsidize the private activities that benefit a sole user — at the expense of more public safety and social services.

ADDITIONAL POLICY CONSIDERATIONS

Economists and government practitioners advocate the use of fees to finance the actual costs of certain public
services that primarily benefit users. Fees are imposed because they recover costs associated with the provision of
specific services benefiting the user, thereby reducing the use of General Fund monies for such purposes.

In addition to collecting direct cost of labor and materials associated with processing and administering user
services, it is common for local governments recover support costs. Support costs are those costs relating to a
local government’s central service departments that are properly allocable to the local government’s operating
departments. Appropriate central services support cost allocations (support costs) were derived from the City’s
Full Cost Allocation Plan and separate Information Services Department allocation.

As labor effort and costs associated with the provision of services fluctuate over time, a significant element in the
development of any fee schedule is that it be adopted with the flexibility to remain current. Consequently, it is

City of Elk Grove Comprehensive User Fee Study 5






PROJECT APPROACH AND METHODOLOGY

‘ CONCEPTUAL APPROACH

The basic concept of a User Fee Study is to determine the “full cost” of each service provided by the City for which
the City charges a user fee. The full cost may not necessarily become the City’s fee, but it serves as the objective
basis, as to the maximum amount, from which the City officials can make informed decisions regarding the final
fee level. In order to determine the full cost for each fee service and provide a basis for the City to establish full
cost recovery, the cost analysis may incorporate the following cost components:

e Direct Salaries & Benefits e Department Administration

e  Services and Supplies e Citywide Administration (CAP)
e Indirect Activities e  Facility Use

e Supervision and Support e Capital (annualized)

e  Cross-Department Support e Anticipated Growth

One of the critical methods used to ensure full cost recovery rates was to establish annual productive (or
“billable”) hours for staff. The study reduced the full-time annual hours (2,080) by the non-billable hours, such as
holiday, vacation, sick leave, and the like. By using only the true number of productive hours per employee, the
study ensures that hourly rates and the resulting costs reflect levels necessary to recover the full cost of services in
a particular year given the true hours of availability.

The standard fee limitation established in California law for property-related (non-discretionary) fees is the
“estimated, reasonable cost” principle. In order to maintain compliance with the letter and spirit of this standard,
every component of the fee study process included a related review. The use of budget figures and time estimates
clearly indicates reliance upon estimates for some data. The cost figures used as the basis for the study were from
the City of Elk Grove’s FY 2009/10 Adopted Budget.

In addition, this report has been been peer reviewed and also subjected to a third-party quality assurance review
by Willdan’s in-house CPA to ensure that the estimates are reasonable. The study did not utilize any arbitrary data
or other information that could not satisfy the estimated/reasonable standard.

FULLY BURDENED HOURLY RATES

The total cost of each service included in this analysis is based on the Fully Burdened Hourly Rates (FBHRs) that
were determined for City personnel directly involved in providing a service. The FBHRs not only include personnel
salary and benefits but also departmental overhead costs (operation costs and administration personnel costs),
and central services overhead costs. The FBHRs are then multiplied by the average estimated number of hours, or
portion thereof, by position, needed to complete each service. The result is the total cost to the City for rendering
a service. The total cost is also referred to as the full cost recovery fee.

City of Elk Grove Comprehensive User Fee Study 7
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All study components are interrelated, so flawed data at any step in the process will cause the ultimate results to

QUALITY CONTROL / QUALITY ASSURANCE

be inconsistent and unsound. To avoid accuracy problems and other quality obstacles, Willdan incorporates a
rigorous Quality Control process with checks at every critical step in the study process.

The Quality Control measures ensure that the study managed all of the issues, appropriately accounted for
positions and resources in the models, and factored all other data fairly and accurately in the study. The elements
of our Quality Control process for User Fee calculations include:

e Involvement of knowledgeable City staff e Consumption of staff hours

e Clear instructions and guidance to City staff e FTE balancing

e Process checklists e Internal and external reviews
e Reasonableness tests and validation e  Cross-checking

e Normalcy/expectation ranges

CITY STAFF CONTRIBUTIONS

As part of the study process, Willdan received tremendous support and cooperation from City staff, who
contributed and reviewed a variety of components to the study, including:

e  Budget and other cost data

e  Staffing structures

e Fee and service structures, organization, and descriptions

e Direct and indirect work hours (billable/non-billable)

e Time estimates to complete work tasks

e  Activity statistics (fee volumes) and current fee levels

e Review of draft results and other documentation

e Information and characterizations of existing relevant issues and policies

A User Fee Study requires significant involvement of the managers and staff from the divisions in addition to their
existing workloads and competing priorities. The contributions from City staff were critical to the success of the
study. The individuals involved should be commended for their assistance, professionalism, positive attitudes,
helpful suggestions, responsiveness, and overall cooperation.

#

City of Elk Grove Comprehensive User Fee Study 9

50






FINDING AND RESULTS

| PLANNING

The Planning Division provides leadership in defining the community’s vision and ensures that development occurs
in an orderly and safe manner, which is sensitive to the community, avoids unnecessary impacts to the
environment, meets the needs of the public, and improves the quality of the built environment by promoting high
quality, excellent architecture, urban design and well-designed public environments that reflect community values,
heritage and progressive design practices. Responsibilities include preparing and updating the General and Specific
Plans, processing development applications (variances, conditional use permits, subdivisions, design review, etc.),
historic districts, mobility planning and urban design review. The well thought out fee calculations for this division
came about through both the calculation of total costs of services and the benefits provided to both the end user
and the City as a whole. Details of fees may be found in Appendix B.

BUILDING AND SAFETY

The Building and Safety Division reviews all building construction and changes in use of existing buildings on
privately owned property. City owned facilities also are reviewed by Building and Safety to ensure that City
projects are developed to the same rigorous standards as privately owned property. In addition to the existing
services provided by this division, new State regulations require that building activities are more environmentally
conscientious. Such additional requirements have been factored into the total amount of time that it would
require staff to complete a service.

PUBLIC WORKS

The proposed Public Works fees were calculated using a minimum of 3 years of historical cost data. Data for each
type of service were evaluated for consistency and some data outliers were discarded from further consideration.
Those service types that resulted in consistent data points are recommended for fixed fees since full cost recovery
would be possible. Most service types that had inconsistent data points or very limited data sets are
recommended for time and material billings since historical records indicated that fixed fees could not be relied on
to obtain full cost recovery. Some service types with limited data (e.g. certificate of correction and final map
amendment/revision) were established using professional judgment because the actual cost was more easily
defined.

The result of this analysis yielded the following:

Fixed Fees set at full cost recovery
Plan check, construction inspection, final parcel and subdivision maps, etc.

Fixed Fees Set below full cost recovery

Some proposed fixed fees (i.e. minor encroachment permits and street blocking/special use permits) are proposed
to be set at amounts lower than full cost recovery because the City does not want to discourage its customers,
namely the residents, from obtaining a permit for these services. Other fixed fees, namely transportation permits,
have been recommended at below the full cost recovery because the amount of fee is limited to State statutory
requirements.

City of Elk Grove Comprehensive User Fee Study 11
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It is important for the City and public to understand that subsidies must be covered by another revenue source,
such as the General Fund. Therefore, the general taxpayer will potentially help to fund private benefits and/or
other City services will be reduced because funds used to finance these activities are otherwise directed to cover
subsidies.

CONSISTENCY WITH CITY PUBLIC POLICY AND OBJECTIVES

The fee levels and policies should be consistent with other established policy objectives, strategies, and
statements. If the City advocates cost recovery and fairness, fees should reflect those standards by minimizing
subsidies. However, should the City express a desire, for example, to encourage low-income housing, the fee
structure should make allowances to encourage this type of development. In summation, the existing policy
stances should influence the fee decisions.

IMPACT ON DEMAND (ELASTICITY)

Economic principles of elasticity suggest that increased costs for services (higher fees) will eventually curtail the
demand for the services. Whereas, lower fees may spark an incentive to utilize the services and encourage certain
actions. Either of these conditions may be a desirable effect to the City. However, the level of the fees that would
cause demand changes is largely unknown. The Cost of Service Study did not attempt to evaluate the economic or
behavioral impacts of higher fees; nevertheless, the City should consider the potential impacts of these issues
when deciding on fee levels.

LEGAL COMPLIANCE

By following the standards set forth in the Government Code, this User Fee Study identified the full cost recovery
fee levels. Nonetheless, the City could choose to ignore the fee limitations for non-discretionary service and
establish fee levels in excess of full cost. There may even be a low risk of challenge in some areas. Willdan
recommends that the City always make fee-setting decisions which maintain compliance with both the spirit and
letter of established legal standards.

FEE COMPARISON ISSUES

With the availability of the cost results from this study, including a sample survey of neighboring cities’ fees, the
City is able to conduct a comparison of its costs and/or fees with neighboring or similar cities. While such a
comparison is often an attractive concept to local government when considering fee setting, the City should
recognize a number of significant limitations that affect the validity and reliability of comparisons.

Direct comparisons of fee levels across the surveyed cities are somewhat limited, due to the wide differences in
fee structures, definitions, and program types. The value of the comparison is to permit the City to develop a sense
of its place in the range of fee levels among comparative cities, and not to establish a clear understanding of their
specific cost circumstances. In fact, the comparison results do not, in any way, indicate the cost of the services
provided by the various jurisdictions. This situation may exist for a variety of reasons, including:

City of Elk Grove Comprehensive User Fee Study 13
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City Engineering Fee Schedule Comparison

City of Roseville — Deposit Based

Plan Check and Inspection

| 5% of Improvement Value — billed at actual cost

City of Folsom - Flat Fee

Plan Check and Inspection

Note: Value includes both private

and public improvements

6% of first $10,000

7% of next $90,000

5% of next $100,000

4% of next $100,000

2% of amount over $300,000

City of Lodi — Fee (90% Non-Refundable)

Plan Check

5% of first $100,000
3.5% of next $200,000
2.5% of amount over $300,000

Construction

4% of Improvement Value

Improvement Agreement SWPP $1,824
Inspection $167 +5128/month
City of Stockton — Fee
Plan Check $79 + 5.5% of first $100,000

SWPPP Plan Check

$273 + 3% of next $650,000
$280 + 2% of amount over $750,000
$648

Construction

3.5% of Improvement Value

Materials Testing

3% of first $100,000
0.5% of next $200,000
0.25% of amount over $650,000

City of Sacramento — Deposit Based

Plan Check and Inspection

$0-$24,999 30%

$25,000 - $99,000 7% + $7,500
$100,000 - $499,999 5% + $12,750
$500,000 and above 1.1% + $32,000

Materials Testing

$0-$24,999 3%

$25,000 - $99,000 2% + S750
$100,000 - $499,999 1% + $2,250
$500,000 and above 0.5% + $6,250

City of West Sacramento - Fee

Plan Check and Inspection

$1-$25,000 9.7% over $2,350 + $235
$25,001 - $50,000 8% over $25,000 + $2,670
$50,001 - $100,000 6.5% over $50,000 + $4,670
$100,001 - $200,000 5.5% over $100,000 + $14,870
$200,001 — and greater 4.5% over $200,000 + $19,870

Technology Fee

5% of Plan Check &
Inspection Fee not to
exceed $5,000

Applicants have option to request deposit/actual cost based fee if calculated fee is greater than $5,000.

City of Elk Grove — Full Cost Flat Fee

Plan Check and Inspection

$0-$24,999 18%

$25,000 - $99,999 8% + $4,500 over $25,000
$100,000 - $499,999 7% + $10,500 over $100,000
$500,000 and above 4.5% + $38,500 over $500,000

City of Elk Grove

Appendix B







APPENDIX C — FEE GLOSSARY
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The purpose of Site Plan Review is to: Protect the public health, safety, and welfare; minimize adverse effects
upon pedestrian and vehicular traffic; ensure that design in safe, efficient, environmentally sound, aesthetically
responsive, and protects properties in the immediate vicinity and the general public; ensure compliance with the
Zoning Ordinance, and other documents that may control development; and provide a consistent and uniform
method of review.

An unattended container, receptacle, or similar device that is located on any lot within the City and that is used
for soliciting and collecting donations of clothing or other salvageable personal property.

The purpose of a General Plan Amendment is to periodically review and amend the General Plan based upon
prevailing needs. Amendments to any one of the mandatory elements of the General Plan are limited to four
times in one calendar year (Government Code Section 65358(b)). Amendments approved concurrently only count
as a single amendment.

Elk Grove’s Historic Preservation Ordinance provides for the identification, designation, protection,
enhancement, perpetuation, and use of historic resources, including buildings, structures, objects, sites, districts,
and cultural landscapes within the City that reflect special elements of the City's heritage and cultural diversity.
The Historic Preservation Committee is the advisory body appointed to enact the provisions of this ordinance.

Whenever an applicant for a liquor license is required to obtain a letter of public convenience or necessity from
the local governing body, the applicant shall submit an application to the City.

The purpose of a lot merger is to merge two or more contiguous parcels or units of land under common
ownership into one parcel.

A detailed document that addresses the physical development, redevelopment and public investment on a parcel
by parcel basis as outlined by the City of Elk Grove General Plan.

Multi Family Residential

The purpose of the minor deviation is to allow some flexibility in project design with regards to specific
development standards. Minor deviations do not apply to the use of property. To achieve more flexible
standards, the Planning Director may grant minor deviations to the building height, setback, lot coverage, and
parking provisions not to exceed 10 percent of the respective development standards in the underlying zoning
district for the subject parcel. All other deviations require approval of a variance application.

A building designed and intended for occupancy by three or more families living independently of each other,

each in a separate dwelling unit, which may be owned individually or by a single landlord (e.g., apartment,
apartment house, townhouse, condominium).
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Tenant Improvements Major
Alternations that include structural changes.
enant Improvements Minor
Maintenance, repair, and minor alternation improvements.
Tentative Parcel Map

||

A map presented to the advisory agency for approval of land divisions which require a parcel map.
Tentative Subdivision Map

A map presented to the advisory agency for approval of land divisions which require a final subdivision map.
Tree Permit

An authorization by the City for the removal, pruning, or work in the critical root zone of a tree.
Variance

A variance is a limited waiver of development standards for a use that is otherwise permitted in that zone. The
City may grant a variance in special cases where: (1) application of the zoning regulations would deprive property
of the uses enjoyed by nearby, similarly zoned lands; and (2) restrictions have been imposed to ensure that the
variance will not be a grant of special privilege. The City may not grant a variance that would permit a use that is
not otherwise allowed in that zone (for example, a commercial use could not be approved in a residential zone by
variance). Typically, variances are considered when the physical characteristics of the property make it difficult to
develop.
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