CITY COUNCIL AGENDA REPORT

MEETING DATE: FEBRUARY 7, 2006 ITEM NUMBER:

SUBJECT: FISCAL YEAR 2005-2006 USER FEES AND CHARGES

DATE: JANUARY 18, 2006

FROM: FINANCE DEPARTMENT /FINANCIAL PLANNING DIVISION
PRESENTATION BY: MARC R. PUCKETT, DIRECTOR OF FINANCE

FOR FURTHER INFORMATION CONTACT: AGNES T. WALKER, (714) 754-5241

RECOMMENDED ACTION

1. Adopt Resolution approving the Fiscal Year 2005-2006 User Fees and Charges (per Exhibit A).

BACKGROUND

User fees and charges are considered “beneficiary charges” which are defined as payments made by
consumers in direct exchange for government services received. User fees and charges are payments
for publicly-provided services that benefit individuals and exhibit “public good” characteristics.
They include fees such as recreational fees (established by the Parks & Recreation Commission),
building permits, and public protection false alarm fees.

User fees and charges represent a significant and growing portion of local government revenue.
As competition for tax resource allocation increases and interest in privatization of public services
grows, fees and charges will continue to assume a larger role in the diversification of municipal
revenue sources.

The California Constitution allows municipalities to recover the “costs reasonably borne” for all
services provided to the community. The fee schedule, as recommended, was calculated based on
current average labor cost to provide the service, including allowable materials or overhead costs.
The proposed fees also consider similar fees charged in the municipal marketplace.

The attached Exhibit “A” for the Fiscal Year 2005-2006 User Fees and Charges includes all
existing fees and charges. It also includes proposed new fees as follows: Special Event Street
Banner Fee proposed by the City Manager’s Office; Master Plan Amendment/Zoning
Administration proposed by the Development Services Department; and various facility
rental/cancellation fees proposed by the Recreation Division. All the proposed new fees are
highlighted with bold letters in the attached Exhibit “A”. In addition, the “Rehearing — All
Appeals Fee” is now listed as a Citywide Fee; in the past, it was listed under Development
Services.



The City has been updating its user fees and charges on an annual basis. The last update was
approved on March 1, 2005.

ANALYSIS

In evaluating and determining the proposed new fees and adjustments to the existing ones, staff
considered the following:

e Services and activities appropriate for the user fee structure were identified.

e Cost data were collected using current salary/fringe benefit rates and estimated overhead
rates.

e FEach department providing that service reviewed how the service is delivered for possible
streamlining so that the cost to provide each service could be reduced to the lowest level
possible.

The proposed fees reflect the new salaries approved by the City Council during the first half of
the current fiscal year, including changes in benefit rates as applicable.

Using an aggregate of 10% increase and the adopted revenues for Fiscal Year 2005-2006, staff
anticipates these fee increases will add approximately $320,000 to the General Fund revenues.
The anticipated increase also depends on the level of participation or usage of the services for
which these fees are charged.

ALTERNATIVES CONSIDERED

The City’s practice has been to update the user fees and charges on a periodic basis in order to
keep pace with the costs of providing services. The City Council could choose not to update the
user fees and charges and leave the current rates in place.

FISCAL REVIEW

If Council approves the new user fees and charges, additional revenue may be generated for the
General Fund. The potential increase cannot be determined at this time depending on the level of
participation by the users of those services, and the degree that City facilities are used by fee-
supported events. However, given the total adopted Fiscal Year 2005-2006 estimated revenues for
user fees and charges, a 10% (aggregate) increase could result in additional revenue of $320,000.



LEGAL REVIEW

The City Attorney has reviewed and approved the resolution as to form.

AGNES T. WALKER MARC R. PUCKETT
Budget & Research Officer Director of Finance

Attachment(s): Attachment 1 - Resolution Fiscal Year 2005-2006 User Fees and Charges

Exhibit A - Schedule of User Fees and Charges for FY 05-06
User Fees and Charges Pages 1-20
Glossary Pages 21-28

Distribution: ~ City Manager
Department Heads


http://www.costamesaca.gov/ftp/council/agenda/2006/2006-02-07/Feb 7 - Attachment 1 - Reso FY05-06 User Fees.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-02-07/Feb 7 - Exhibit A - Schedule of User Fees and Charges.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-02-07/Feb 7 - Exhibit A - Glossary - Fees 05-06.pdf
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