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Title: Cost of Services Update and Draft User Fee Cost Recovery Level Policy
Discussion
From: City Manager
Lead Department: Administrative Services
Recommendation
This study session updates the City Council regarding ongoing Cost of Services study efforts and
provides an opportunity for individual Council members to provide input on the draft User Fee
Cost Recovery Level Policy. No formal action is requested.
Executive Summary
In Fiscal Year 2013, staff embarked on an ambitious effort to study the City’s fees, fee structure,
and services. After several meetings with the Finance Committee, at its November 5, 2013
meeting, the Finance Committee approved a motion directing Staff to bring forward to the City
Council a draft User Fee Cost Recovery Level Policy for Council discussion and to update the
Council on the cost of services study. This report provides an update of the cost of services
effort; the methodology used to determine City fees; and transmits the draft User Fee Cost
Recovery Level Policy for Council review and discussion.
Background
In July 2012, staff presented to the Finance Committee an overview of the process for
conducting the analysis of the City’s fee related services (Attachment A) as part of a broader
cost of services study. At this meeting, the Finance Committee requested that staff provide
additional information about the methodologies utilized in the study and provide examples that
illustrate how the full cost, and cost recovery levels, are determined. In order to analyze the
City’s fees, the City retained the services of MGT America (MGT). In March 2013, staff returned
to the Finance Committee with a detailed presentation of methodologies utilized in addition to
a follow-up regarding MGT's progress towards completion of the study (Attachment B).
In August 2013, MGT submitted their findings to staff for review and a formal report was
submitted to the Finance Committee in September 2013 (Attachment C). MGT’s fee analysis,
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which followed best practices, assessed staff time worked and hourly cost of providing a
particular service. This analysis was based on actual data from Fiscal Year 2012 to determine
current cost recovery levels and General Fund subsidies for various services. It is important to
note that only Public Works (Engineering), Police, Animal Services, Fire (except for Emergency
Medical Response activities), and Community Services fees were included in the analysis.
Planning & Community Environment fees, which included fees for the newly created
Development Services Department, were excluded from the analysis until a full costing of
activities was completed. After discussion of staff’s user fee cost recovery policy considerations,
the Finance Committee also directed staff to return with a draft User Fee Cost Recovery Level
Policy for review and discussion.
In November 2013, staff presented the draft User Fee Cost Recovery Level Policy to the Finance
Committee for review and consideration of City Council approval (Attachment D). The draft
policy includes five policy statements to determine the appropriate level of General Fund
subsidy for various fees for City services. These policy statements will, in turn, inform the levels
of cost recovery using a three-tiered system of low (0%-30% cost recovery), medium (30.1% to
70% cost recovery), and high (70.1% to 100% cost recovery). As captured in the minutes, during
the November 2013 Finance Committee Meeting, committee members provided valuable
feedback and input to the policy (Attachment D). Although the Finance Committee agreed with
the policy statements - with some additional considerations - committee members sought to
understand the policy statements in the context of current cost recovery levels. In response,
staff proposed to present to the Finance Committee information on cost recovery levels for
some of the City’s 1,000 municipal fees during the Fiscal Year 2015 Budget hearings. As part of
the Fiscal Year 2015 Finance Committee Budget hearings, staff provided an initial set of cost
recovery level ranges as depicted in Table 1 below (see Discussion section of this report).
Further, as part of preparation of this report, staff reviewed the Government Finance Officers
Association (GFOA) recommendations for the establishment of government charges and fees
(Attachment E). The User Fee Cost Recovery Level Policy is consistent with GFOA
recommendations.
As part of the City’s ongoing efforts to review cost of services, funds were included in the Fiscal
Year 2015 Adopted Budget to engage in a review of planning and some development services
related fee activity. To that end, in July 2014, the City issued a Request for Proposals (RFP) to
review all Planning and Community Environment fees in addition to some Development
Services fees. A more detailed update on the scope and timing of this study is provided under
the Discussion section of this report.
In parallel to the effort of studying and assessing the cost recovery levels of City fees, staff also
researched numerous approaches to advancing the broader cost of services discussion. In the
Discussion section below, staff proposes to move forward with a programmatic organizational
analysis during Fiscal Year 2016.
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Discussion
This report is intended to provide the Council with an update of the cost of services study
efforts and request input from the Council on a draft User Fee Cost Recovery Level Policy. As
part of the discussion of the policy, the report includes information on the methodology for
calculating municipal fees and cost recovery levels for most municipal fees except those related
to the Planning & Community Environment Department, Development Services Department,
and some Community Services Department fees.
Cost of Services Study Update
During the last few years, the City has reviewed various services and, where appropriate,
brought recommendations for alternative service delivery forward for City Council
consideration. For example, the City outsourced parks maintenance, golf course maintenance,
custodial services, and, most recently, street sweeping services. Due to fluctuations in
workload, the City has also employed hybrid models to address the timely provisioning of
services. For example, in the Development Services Department, in-house personnel provide
baseline services related to plan check and building inspections, which are often supplemented
by contracting for specialty services and peak workloads.
On a separate track, during the last few years, staff has implemented various technology
enhancements which have created capacity for existing staff to focus on higher value activities
related to service enhancements and cost reductions. For example, the Community Services
Department implemented a new class registration system to enhance customer service and the
Administrative Services Department is in the process of implementing a new banking services
contract, which will streamline the accounts payable process for City vendors at a lower overall
cost to the City.
Staff continues to be committed to reviewing existing services and determining whether the
private or non-profit sector can provide an existing service at the same or better level of service
at a lower or equal cost to the taxpayer. Currently, staff is exploring potential partnerships with
non-profits for Animal Services and the Palo Alto Junior Museum and Zoo.
Although the City continuously reviews alternative service delivery models and has brought
forward to the Council consideration of changing the service delivery for certain programs or
functions, the City has not systematically reviewed service delivery models at a programmatic
level. Therefore, as part of the FY 2016 Proposed Budget process, staff intends to request
funding for consultant services to assist the City with a programmatic assessment of all services
provided to the public as well as internal support services.
Municipal Fee Cost Recovery Level Analysis
During the November 2013 Finance Committee Meeting, committee members reviewed the
draft User Fee Cost Recovery Level Policy (Attachment D). In general, the Finance Committee
agreed with the policy statements with some additional considerations. As part of the
discussion, the Finance Committee sought to understand the policy statements in the context
City of Palo Alto

Page 3

of current cost recovery levels. In response, staff proposed to present to the Finance
Committee information on cost recovery levels for some of the City’s 1,000 municipal fees as
part of the Fiscal Year 2015 Proposed Municipal Fee Schedule.
During the Fiscal Year 2015 budget presentation to the Finance Committee, staff provided cost
recovery level ranges for fees charged by certain departments/divisions. A summary of that
information is listed below in Table 1.
Table 1: Fiscal Year 2015 Municipal Fees Cost Recovery Levels
Department/Division
Lowest Highest
ASD – Documents
40%
100%
ASD – Real Estate
100%
100%
Development Services – Fire Prevention
13%
100%
Development Services – Public Works
23%
100%
Police Department
18%
100%
Public Works Department
11%
100%
The table above demonstrates that cost recovery levels for fee-related activities can range
widely for some departments. For example, an Encroachment Permit is charged by the Public
Works Department to construction companies, developers, or home owners needing to
encroach on the City right-of-way. The Encroachment Permit for fences is $153 and has a cost
recovery level of 11 percent. Another example is Police Department fees for Pushcart vendors.
The Pushcart fee for a new permit is $293 and has a cost recovery level of 18 percent. The
Pushcart renewal fee is $98 and has a cost recovery level of 91 percent.
As a next step in determining cost recovery levels, during the last few months, staff worked on
determining average cost recovery levels of Community Service Department (CSD) as they
relate to activities of the Arts & Sciences and Recreation divisions, which include camps and
classes, based on Fiscal Year 2015 budget data. To better understand cost recovery levels, staff
provided relevant enrollment data for Fiscal Year 2014, the most recent year available. Due to
the wide range of fees charged for classes, camps, and other offerings, staff calculated an
average cost recovery level versus cost recovery ranges based on the calculation of individual
fees. The actual cost recovery level for a particular activity may vary depending on the total
cost of producing the activity and the number of attendees. Also, overall program cost
recovery is not solely correlated to enrollment. Within the Arts & Sciences division, there are
revenue based educational instruction contracts with the school district, audience participation,
and exhibition visitors.
In Fiscal Year 2014, youth enrollment in Arts & Sciences classes and camps was 4,671 and adult
enrollment was 921 for a total of 5,592. There were 346 youth Arts & Science classes and
camps offered and 96 adult classes for a total of 442 classes and camps. Fees for Arts &
Sciences classes and camps range from $33 - $600. Table 2 below provides summary
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information for Arts & Sciences activities which include Fiscal Year 2015 cost recovery
percentages at the program level as well as Fiscal Year 2014 enrollment data. Consistent with
the cost recovery levels reported at the May 2014 Finance Committee Budget hearings; these
costs include direct costs for instructors and materials as well as the indirect costs to support
these programs.
Table 2: Arts & Sciences Division Cost Recovery Level by Program

Program
Children’s Theatre (Theatre,
Music & Dance)
Junior Museum & Zoo
Art Center (Exhibitions & Visual
Arts)
Public Art, Concerts, & Art
Partnerships
TOTAL

Cost Recovery
Percentage
(FY 2015)
32%

Number of
Enrollees
(FY 2014)*
1,314

Number of
Classes
(FY 2014)
143

24%

1,476

96

23%

2,802

203

1%

n/a

n/a

25%

5,592

442

* Enrollment does not include contracted instruction with school district.

Although the Junior Museum & Zoo primarily targets youth participation, the Children’s
Theatre—which also has high youth participation—also includes Music & Dance activities for
both youth and adults, and has a total cost recovery of 32 percent. Taken separately, the
Children’s Theatre has a cost recovery of 26 percent along with a Fiscal Year 2014 class and
camp enrollment of 806 youth for 63 offerings, an average of 12.8 participants per class or
camps. Children’s Theatre activities in Fiscal Year 2014 also included 243 performances that
included 2,258 participants which drew an attendance of 33,593.
Visual Arts activities at the Art Center have a cost recovery level of 47 percent for youth and 61
percent for adults. Reviewing the Fiscal Year 2014 enrollment data for Visual Arts, 122 youth
classes and camps were offered totaling 1,957 enrollees or an average enrollment of 16 per
class or camp. In comparison, for adult Visual Arts, 81 classes were offered with an enrollee
count 845 or 10.4 enrollees per class. With the average attendance for youth classes and
camps higher than for adult classes and this data driven analysis, it has become apparent that
the General Fund subsidy for youth and adult classes for the Visual Arts program are quite
different.
Like for Arts & Sciences, Recreation cost recovery levels were also reviewed by youth and adult
activities where data was available. For Recreation Classes/Camps, the cost recovery level for
adults is 38 percent, teens are 16 percent, youth is 90 percent, and special needs are 11
percent. The total number of enrollees for adult Recreation Classes/Camps is 813 with 77
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classes/camps offered for an average attendance of 10.5. Conversely, the total number of
enrollees for youth, teen, and special needs Recreation Classes/Camps is 2,127 with 152
classes/camps offered for an average attendance of 13.9.
Regardless of adult vs. youth classes, Table 3 below shows the full cost recovery, direct and
indirect, at the program level for various CSD programs.
Table 3: Recreation Division Cost Recovery Level by Program

Program
Aquatics
Middle School Athletics
Recreation Classes/Camps
Special Events
TOTAL

Cost Recovery
Percentage
(FY 2015)
57%
60%
45%
8%
48%

Number of
Enrollees
(FY 2014)
1,666
1,443
2,940
n/a
6,049

Number of
Classes
(FY 2014)
46
n/a
229
n/a
275

Planning and Community Environment Fees
In July 2014, the City issued a Request for Proposals (RFP) for consultant services to review all
Planning and Community Environment (PCE) fees. In August 2014, the City received four
responses to the RFP and in September 2014 selected Capital Accounting Partners, LLC to
accomplish this review. The goal of the fee study is to review and update PCE fees. In addition,
the consultant was tasked with reviewing the fee marketplace to ensure that PCE is recovering
revenue for services rendered where a fee does not currently exist.
In context of the draft User Fee Cost Recovery Level Policy, PCE and Development Services fees
should fall within the high range (70.1% to 100%) because individual users are the primary
recipient of the benefit or the service received is regulatory in nature. There will be some
exceptions to this, and some fees such as appeal fees that will be set at the low end of the
range to avoid placing a barrier on appeals. Some transportation fees, such as parking fees,
may also be set at the lower end of the range, with the understanding that revenues from
parking citations also support program delivery, and parking programs benefit neighborhood
quality of life and are not always designed to be revenue neutral. In addition, the Council
should consider whether there is the need for a policy allowing the City Manager to waive
certain planning fees on occasion when the applicant is a non-profit organization and their
application would fulfill a public purpose. Such a policy could include criteria to ensure its
infrequent use, and could require a report to the City Council. This policy could address
situations like a recent example, in which the City’s use permit fee was cited in the newspaper
as a barrier to establishment of a temporary homeless shelter.
Staff anticipates that the consultant study of PCE fees will be completed during spring 2015 and
City of Palo Alto

Page 6

will demonstrate a current cost recovery level of around 50% for many fees. While incremental
adjustments to PCE fees will be included in the FY16 budget process, the cost of services study
and resulting recommendations—including a schedule for more significant PCE fee
adjustments—will be provided brought forward to the City Council no later than the FY 2017
budget process.
Draft User Fee Cost Recovery Level Policy
As part of the Fiscal Year 2015 budget process, staff increased most municipal fees with the
average salary and benefits cost increase of about 5.85 percent in order to maintain the current
cost recovery level. However, as identified through the discussion above, there are many fees
which are not at 100 percent cost recovery and staff seeks City Council input regarding the draft
User Fee Cost Recovery Level policy. At the direction and input of the Finance Committee, staff
has prepared a draft User Fee Cost Recovery Level Policy (Attachment F). This policy is framed
based on various policy statements as listed below.
1. Community-wide vs. Private Benefit: Funding services such as Police patrol services only
through taxpayer dollars is appropriate for services that benefit the entire community. When
the service or program provides a benefit to specific individuals or businesses such as the
issuance of building permits, it is expected that individuals or businesses receiving that benefit
pay for all of the cost of that service.
2. Service Recipient vs. Community Benefit: For regulated activities such as development
review and regulatory permits, it is appropriate that the service recipient such as an applicant
of a building permit or a Pushcart Vendor permit pay for the permit although the community at
large benefits from the regulation.
3. Consistency with City Goals and Policies: City policies and Council goals related to the
community’s quality of life are factors in setting cost recovery levels. For example, fee levels
can be set to promote healthy habits, facilitate environmental stewardship, or discourage
certain actions (e.g. false alarms).
4. Elasticity of Demand for Services: The level of cost recovery can affect the demand for
services. A higher level of cost recovery could ensure the City is providing services such as
recreational classes or summer camps for children and youth without over stimulating a market
with artificially low prices. Such low prices, which are a reflection of a high General Fund
subsidy, may result in huge waiting lists and attract participants from other cities; however,
high cost recovery levels could negatively impact the demand for such services from low
income individuals, special needs individuals, and seniors.
5. Availability of Services from the Private Sector: High cost recovery levels are generally
sought in situations where the service is available from other sources in order to preserve
taxpayer funds for other General Fund funded City services. Conversely, services that are not
available from other sources and are typically delivered when residents experience an
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emergency basis typically have low or zero cost recovery levels.
Based on these policy statements, Table 4 below overlays certain cost recovery levels grouped
in low (0-30%), medium (30.1% to 70%), and high (70.1% to 100%) cost recovery percentage
ranges. It is important to note that these groupings provide policy guidance and are not
absolute. Some policy statements may weigh more heavily than others, which may result in a
different cost recovery level grouping for particular fees. For example, fees for recreational
activities are expected to be set in general at the medium cost recovery level. However, if
certain recreation classes have a high demand, a high cost recovery level may be appropriate.
It is important to note that municipal fees will be reviewed annually by the Finance Committee
and subsequently by the City Council as part of approval of the Municipal Fee Schedule.
Table 4: Cost Recovery Level Grouping by Policy Considerations

Cost Recovery
Levels

Low

Medium

High

Cost Recovery
Percentage
Range

Policy Considerations

0% - 30%

 No intended relationship between the amount paid and
the benefit received
 Fee collection would not be cost effective and/or would
discourage compliance with regulatory requirements
 No intent to limit the use of the service
 Public at large benefits even if they are not the direct
users of the service
 Affordability of service to low-income residents

30.1% - 70%

 Services which promote healthy activities and
educational enrichment to the community
 Services having factors associated with the low and high
cost recovery levels

70.1% - 100%

 Individual users or participants receive most or all of the
benefit of the service
 Other private or public sector alternatives provide the
service
 The use of the service is specifically discouraged
 The service is regulatory in nature

Starting with the Fiscal Year 2017 budget process, assuming City Council approval of the User
Fee Cost Recovery Level Policy during calendar year 2015, as part of the annual budget process,
each fee will be evaluated based upon current level of cost recovery and its corresponding cost
recovery range. Based on this analysis and the various policy statements and considerations,
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during the annual Finance Committee budget hearings, staff will bring forward any fee
increases or decreases with changed cost recovery levels and/or a substantially increased cost
recovery percentage. For example, most fees will be adjusted annually for general salary and
benefit increases. Other fees may be adjusted as a result of market studies that staff intends to
perform on a periodic basis every 3 to 4 years or as warranted. For fees which fall within the
draft policy cost recovery levels, staff intends to maintain the existing cost recovery level range.
As identified in this report, there are some fees which may require significant increases to align
with cost recovery levels as identified in this policy. For these fees, staff intends to phase-in fee
increases over several years and seeks Finance Committee review and City Council approval of
such increases. Table 5 below provides examples of fees for which cost recovery levels would
be changed based upon the draft User Fee Cost Recovery Level Policy once approved by the
City Council.
Table 5: Cost Recovery Level Policy Application
Current
Percentage
Cost
Recovery

Current Cost
Recovery
Percentage
Range

Potential Cost
Recovery
Percentage
Range

Background
Check Renewal
(Police)

60%

Medium

High

Fire Hydrant
Installation (Fire)

56%

Medium

High

Storm Water
Inspection Fee
(Public Works)

29%

Low

High

Storm Water
Plan Check Fee
(Public Works)

23%

Low

High

Fee

Policy Consideration
Individual users or
participants receive
most or all of the
benefit of the
service
The service is
regulatory in nature
Individual users
receive most or all of
the benefit of the
service
Individual users
receive most or all of
the benefit of the
service

Development Services Fees
As part of the aforementioned Planning and Community Environment (PCE) fee study, some
Development Services fees were also studied such as a Green Building fee or Landscape review
fee. As part of the Fiscal Year 2016 Proposed Budget, staff intends to recommend funding for a
consultant study to comprehensively review all Development Services fees. After review of all
Development Services fees, the City will have studied all municipal fees and their respective
cost recovery levels.
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Fee Calculation Methodology
At the November 2013 Finance Committee meeting, the Finance Committee asked staff to
inform the Council on the direct and indirect cost components included in municipal fees. To
calculate the appropriate fee amount, three cost components are taken into consideration: (1)
salary and benefits, including compensated absences; (2) overhead rates, also referred to as
indirect costs (which includes departmental and citywide overhead charges); and (3) non-salary
costs directly related to a particular fee. In addition, some fees are assessed a 5 percent
technology surcharge, as approved by Council as part of the adoption of the Fiscal Year 2013
Municipal Fee Schedule, to lessen the fiscal burden on the General Fund for technology
initiatives.
As part of the annual budget development process, salary and benefits are reviewed citywide
and adjusted to reflect current wage and benefit costs in order to determine the fully burdened
cost. For Fiscal Year 2015, the average citywide increase was 5.85 percent. By classification, the
fully burdened cost is then divided by 2,080 (annual full-time equivalent hours) to determine
the fully burdened average hourly rate for a position. Departments then determine which
positions are responsible for providing a given service and apply the number of hours by
position to determine the total salary and benefit costs for fee-related activities such as
processing a permit. In addition, the City applies a compensated absence rate to the salary and
benefits costs of approximately 23 percent to account for average leave time, breaks,
attendance of meetings, and other work not directly related to fee activities.
The second component included in the calculation of fees is overhead or indirect costs, which
are intended to recuperate services provided by support departments such as Finance, People
Strategy and Operations, or Council Appointees. For example, the People Strategy and
Operations Department allocates its cost based on the number of full-time equivalents in an
operating department to recuperate the cost of supporting departments with hiring staff,
disciplining staff, or processing personnel action forms. In Public Works, facility maintenance
and custodial services are allocated based on the square footage of office space occupied by
operating departments. Department overhead rates, which are typically calculated by taking
the total administrative cost of a division or department and dividing it by the total labor cost of
the same division or department, are also allocated to programs and services, and are included
in the fee cost recovery analysis.
The third component, non-salary costs, such as materials and supplies attributable to a specific
fee activity are allocated. In addition, as previously mentioned a 5 percent technology
surcharge is also added to some fees to provide funding for technology initiatives and reduce
the financial burden to the General Fund.
Next Steps
Based on Council discussion, staff will bring the policy for approval to the Finance Committee
and the City Council or directly to the City Council. After approval of the User Fee Cost
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Recovery Level Policy, staff will review the Community Services Department Class Cost
Recovery Policy, which was approved by the City Council in 2007. This policy categorizes classes
into four cost recovery level groups (Attachment G). The Community Services Department Class
Cost Recovery Policy sets minimum and target cost recovery levels driven primarily by whether
the benefit received provides a personal or community benefit or some combination thereof.
As stated above, all Planning & Community Environment and select Development Services fees
are currently under outside study and review. It is anticipated that this work will be completed
in spring 2015. As part of the Fiscal Year 2016 Proposed Budget, staff intends to seek funding
approval for a comprehensive Development Services fee study.
As part of the City’s ongoing efforts to provide quality services at a lower cost to taxpayers, staff
intends to undergo a programmatic organizational analysis pending approval of consultant
funding as part of the Fiscal Year 2016 budget process. This programmatic organizational
analysis will help facilitate the city-wide review of service delivery. In the mean-time the City
will continue to work on developing partnerships with private and non-profit sector groups
similar to current partnerships efforts with the Junior Museum and Zoo (JMZ).
On September 23, 2014, Community Services staff presented information to the Policy &
Services Committee in response to Council direction from the Fiscal Year 2015 budget hearings
about the policy issue of charging use fees for the privately-developed Alma Plaza Community
Room, and the waiver of rental fees for community center rooms and fees under the provisions
of the City’s Co-Sponsorship Policy. After extensive discussion, the Policy & Services Committee
did not make recommendations to Council for changes to the Co-Sponsorship Policy or for
procedures related to the reservation and use of the Alma Plaza Community Room, the
Committee asked staff to return to Policy & Services with additional information on the use of
various Community Services rooms and how fees might be set for particular rooms or facilities
to maximize usage of the facility.
Staff believes that the issue of fee setting for City facility rentals is closely connected to this
policy discussion and the fees are approved annually as part of the Municipal Fee Schedule
adoption. Therefore, staff intends to return to the Policy & Services Committee with responses
to the questions raised in context of the user fee cost recovery level policy.
Resource Impact
Depending on the discussion with the City Council, staff intends to bring the User Fee Cost
Recovery Level Policy for approval to the Finance Committee and the City Council or directly to
the City Council. Once the Policy is approved, staff will review each fee and assign a target cost
recovery level (low, medium, high) as part of the annual budget process starting with the Fiscal
Year 2017 budget. Those fees which fall outside the target range will be recommended for
adjustment as part of the annual budget process. Some adjustments may be phased in over
several fiscal years.
Attachments:
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Attachment: Attachment A: Discussion of Scope of Work and Methodology Utilized for
the Cost of Services Study, Finance Committee July 2012 and Minutes
(PDF)
Attachment: Attachment B: Cost of Services Study Follow Up Finance Committee
March 19, 2013 and Minutes (PDF)
Attachment: Attachment C: Cost of Services Study Draft Report Finance Committee
Sept. 17, 2013 and Minutes (PDF)
Attachment: Attachment D: Draft User Fee Cost Recovery Level Policy Finance
Committee Nov. 5, 2013 and Minutes
(PDF)
Attachment: Attachment E: GFOA Best Practices - Establishing Government Charges
and Fees
(PDF)
Attachment: Attachment F: Draft User Fee Cost Recovery Level Policy March 2015
(DOC)
Attachment: Attachment G: Community Services Department Class Cost Recovery
Policy November 2007
(PDF)
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Attachment A

City of Palo Alto

(ID # 2991)

Finance Committee Staff Report
Report Type: Action ItemsMeeting Date: 7/3/2012
Summary Title: Cost of Services Study
Title: Discussion of Scope of Work and Methodology Utilized for the Cost of
Services Study
From: City Manager
Lead Department: Administrative Services
Recommendation:
This report is provided for background purposes. In addition, Staff will be available to respond
to questions at the July 3, 2012 meeting.
Background:
The City recently retained the services of MGT of America (“MGT”) to assist in the preparation
of a full cost of fee related services study. It is important to note that the scope of MGT’s
analysis is limited to fee-related services. The costs of services that are not fee-related,
including the majority of public safety services, are not included in the scope of this particular
study. However, some analyses have been conducted on these other services and additional
studies will be conducted in the future. In addition, the City has hired a separate consultant to
review and update the City’s development impact fees. The Fiscal Year 2013 Adopted Budget
reflects $133.4 million of General Fund revenue, of which $20.3 million (approximately 15%) is
generated from user fees.
The study of fee-related services is expected to be completed this summer and the findings and
recommendations will be presented in Fall 2012. During the May 29, 2012 Finance Committee
meeting, staff was asked to return to the Committee in advance of the Fall presentation to
discuss the methodology that is being used to complete this analysis. This report will outline the
scope of work for this analysis, methodologies utilized to develop costs and fees, and issues
related to cost recovery levels.
Discussion:

July 03, 2012
(ID # 2991)
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User fees are charged to recover some or all costs incurred in providing a service from which
one or more individuals obtain a benefit. In California, the ability to impose fees has been
significantly curtailed by a series of voter approved initiatives as well as other statutory
schemes and related court rulings. In general, public agencies can establish fees to recover up
to 100% of the estimated reasonable cost of providing the service(s). Any amount of a
particular fee that is more than 100% of the cost is considered a special tax and, by law,
requires approval by two-thirds of the electorate. Please note that rental charges for rooms or
facilities, fines, penalties and late charges are not technically user fees and are not required to
be based on actual costs. Instead, these types of charges are more typically governed by market
rates, reasonableness and other policy driven factors. Prior to the passage of Proposition 13 in
1978, local government agencies had the option of increasing property taxes to offset the cost
of providing services. Proposition 13 and subsequent initiatives, including Propositions 4 and
218, significantly limited the extent to which California cities and counties could generate
revenue to pay for critical public services. In addition, city and county tax revenues have been
negatively impacted in recent years by a number of actions taken by the state to address its
deteriorating financial status.
Given the financial challenges that most cities and counties face, many agencies are reevaluating the costs of providing services, including fee-related services. The full cost of
providing a particular service, less the revenue derived from the fee(s) charged for that service,
is referred to as the subsidized portion of the cost. Historically many cities, including Palo Alto,
have not passed on the full cost of service to the users. The extent to which services that
primarily benefit the user are subsidized by general tax revenue is largely a policy matter.
However, there are some common factors used by other agencies to evaluate “who benefits
and who pays”. The latter part of this report provides a general overview of this issue in order
to provide data to facilitate informed decision-making processes.
Scope of Work:
MGT was retained to provide the following deliverables for a not to exceed total cost of
$61,000:
Estimated total cost (direct and indirect) for all fee related services- either at the activity
or program level - and current cost recovery levels
Comparable fees as available, charged in eight other Bay Area cities
Recommendations for changes to the City's cost plan and user fees - including new or
changed fees - based on best practices, industry standards and all applicable rules and
regulations
Alternative approaches and methodologies for future fee adjustments
July 03, 2012
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Models and templates that City staff can use to update cost of services calculations
based on changes in costs, revenues, time and/or volume estimates
This study does not analyze the following:
The cost of services that are not fee related (e.g. most public safety services, library
services, advanced planning, etc.). Staff will review and report separately on these
services.
Development Impact Fees – the City has retained a separate consultant to review and
update the City’s Planning related impact fees.
The cost of utility services
Potential cost savings, operational efficiencies, alternative service models or
performance outcomes (although the cost of services study will provide useful
information for City staff to use in these types of analyses)
MGT is utilizing data provided by City staff to quantify the total costs incurred in providing a
particular service (or category of service) as well as the revenues derived in relation to those
services through the imposition of user fees. For purposes of conducting this study, MGT was
provided with Fiscal Year 2012 adopted expense and revenue information. The City will retain
the model programs developed by MGT and staff will be able to update financial information as
well as time and volume estimates in the future.
Methodology:
The standard approach for analyzing the cost of providing fee-related services is commonly
referred to as a “bottom up” approach. With the exception of recreational fees, this is the
approach that was utilized for all fees. Recreational fees will be discussed later in this report. A
general description of the “bottom up” approach is as follows:
1. Identify all direct staff time spent on the fee related activity or service
MGT has had a series of meetings with staff from Public Works, PCE, Police, Fire, CSD and
the Library to identify every employee, by classification, who performs work directly in
support of a fee related service. Direct staff costs are incurred by employees who are “on
the front line” and most visible to the customers (e.g. planners, park rangers, building
inspectors, etc.). Once all direct staff are identified, the departments provided estimates of
how much time each of those employees spends, on average, working on that particular
service or program.
Developing time estimates for fee related services can be challenging and departments
should be commended for the time and effort they put into this. Although MGT provided
July 03, 2012
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departments with templates and other tools to assist them in developing average or
“typical” time estimates, these calculations were necessarily developed by the subject
matter experts in each operating department.
2. Calculate direct cost of the staff time for each fee using productive hourly rates
Productive hourly rates are used to support full cost recovery. A full-time employee typically
has 2,080 paid hours per year. However, cost studies reduce that number to account for
non-productive hours (sick leave, vacation, holidays, training, meetings, participation in
non-core services, etc.). MGT calculated the productive hourly rate for each classification
based on the salary and benefit information provided by the City and an industry standard
of 1,600 productive hours.
3. Determine any other operational costs (i.e. other than personnel costs) that can
readily be traced to a specific fee-related service as a direct cost
Professional services contracts are an example of an expense that can often be traced to a
specific service or program.
4. Determine indirect or “overhead” costs
Indirect costs include department and citywide overhead. Department overhead costs
include managers, supervisors and support staff as well as other operational costs that are
incurred for a common purpose and not readily assigned to a particular service or program.
Typically, these costs are allocated based on either the number of full time equivalent
employees in the department or expenditures per division or cost center.
Citywide overhead costs include expenses incurred by departments that provide services to
all City departments (Auditor, City Clerk, City Attorney, City Manager, Administrative
Services, Human Resources and Public Works/Facilities Maintenance). These departments
are also referred to as central services departments.
Citywide overhead costs are allocated to each operating department via cost plan charges.
The State Controller’s Office guidelines stress the importance of allocating citywide
overhead costs in a way that “equitably reflect the value of service” provided to the
department receiving the service(s).
The bases for allocating citywide overhead costs can vary but must demonstrate a causal
relationship between the allocation methodology and the costs allocated to the operating
department. In most cases, industry standards utilize one of the following methodologies
for allocating citywide overhead:
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Number of full-time equivalent staff in the operating department
Total operating department expenditures, excluding fixed assets, pass through
funds and large purchases (e.g. energy purchases)
Actual or estimates of time spent in support of the operating department based on
documented procedures
The scope of work with MGT includes an analysis of the City’s current methodology for
allocating citywide overhead (or cost plan charges). Cost plans must conform with Generally
Accepted Accounting Principles (GAAP) as well as federal and state cost recovery guidelines.
MGT’s comments and recommendations in relation to the City’s cost plan will be
incorporated into the City’s Fiscal Year 2014 cost plan. Once total costs are calculated,
volume data is used to determine cost per service or activity. Finally, revenue data provided
by the departments is used to determine current cost recovery levels.
Please note that recreational fees are typically calculated at the program levels (e.g.
swimming programs, classroom programs, etc.) for several reasons, including:
a. Programs and activities change in size and scope from one season or year to another,
rendering a consistent fee schedule many times impractical;
b. Many recreational or facility fees are set at comparable venue or service rates;
c. The cost to calculate some fees at a more granular level could be outweighed by any
realistic revenue offset, especially in light of the first two reasons above. So, for
example, costs and revenues for classroom registrations are reported, but the scope of
work for this study did not include itemization of costs and revenues by type of class
(e.g. story acting class).
5. Crossover Support from other departments.
Where applicable, direct and indirect costs associated with external departmental
assistance in the user fee process is an additional cost component of fee-for-service
activities. For example, a set of building plans may be routed to PCE, Public Works and Fire
staff for review and comment. If these departments do not charge their own plan review
fees, their costs are appropriately considered as an additional cost component to the fee
charged by the “home” department.

General Parameters for Setting Fees:
July 03, 2012
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In setting fee levels, the primary guiding principle is that the charge cannot be greater than the
cost incurred in providing the service. In addition, fees cannot be set higher than costs in one
area in order to subsidize another program or service. Beyond that, fee setting is largely a policy
matter typically focused on who benefits from - and who pays for - the service. Certain core
municipal services clearly benefit the community as a whole (e.g. police patrol) and are typically
funded 100% by General Fund revenues. Other services primarily benefit the individual (e.g.
building and development, certain recreational services, etc.) and, as such, fees for these
services can appropriately be set at full cost recovery. However, many services fall between
100% community benefit (no cost recovery) and 100% individual benefit (full cost recovery). For
the latter, the level of cost recovery is driven by a number of factors including a particular
jurisdictions’ goals and priorities, fairness and equity, competing needs, and impact on demand.
In the end, however, every dollar used to subsidize a service that primarily provides a private
benefit is a dollar that is not available to fund other community public services.
The focus of the July 3rd Finance Committee meeting is the methodology used to complete the
study. The report that will be provided in the Fall will assist in policy setting decisions such as
cost recovery levels, level of services provided, method of service delivery and opportunities to
develop public-private partnerships. Staff will provide a wider view of the process and timeline
as well as examples of user fee policies used in other agencies as part of the Fall report.
Attachments:
Attachment A-Scope of Work
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ATTACHMENT A
SCOPE OF SERVICES - MGT OF AMERICA

Project #1: OMB A-87 and Full Cost Allocation Plans
1. Provide the City with a list of financial and operational data requirements for the
study.
2. Review and comment on the City’s current methodologies and processes for
collecting, calculating and allocating direct and indirect costs.
3. Meet with staff from the Office of Management and Budget (OMB) to discuss
critical issues surrounding development and implementation of the cost allocation
plan.
4. Conduct a kick off meeting with departments heads and designated staff to
discuss the purpose, scope, requirements and timeline for the project, followed by
meetings with each central service department or division to identify the primary
services or functions provided, the recipients of those services, and both gross and
net cost for each service.
5. Recommend, based on applicable laws and regulations, industry guidelines and
best practices, the bases for allocating these costs to their benefitting funds,
departments, cost centers and/or activities.
6. Draft an OMB A-87 compliant and a full cost recovery plan consistent with
Generally Accepted Accounting Principles (GAAP) using MS Windows 7 based
software that the City can adapt and continuously update to reflect financial and
organizational changes.
7. In addition to the draft plans, provide:
a) A narrative of changes and results
b) A schedule comparing total allocated costs between fiscal years, to receiving
departments defined criteria (e.g. a variance greater than 5% or $10,000)
c) A schedule documenting unit costs of identified support activities such as the
cost of payroll per employee or the cost per purchase order
d) A schedule documenting unit costs of identified support activities such as the
cost of payroll per employee or the cost per purchase order
e) A self-auditing schedule that reconciles the sum of all central service
department expenditures to the sum of allocated costs
8. Meet with each central service department and OMB staff to present and discuss
the draft plans and make modifications as directed by the Administrative Services
Director/CFO.
9. Prepare supplemental schedules, management reports, compliance verbiage and
certifications as necessary or requested.
10. At the request of the Administrative Services Director/CFO, participate in one
presentation of the final plans to the City’s Finance Committee.
11. Assist City staff in integrating the cost plans into the City’s existing financial and
operating systems and provide one training class for City staff.
12. Consult with City staff, should the need arise, to defend the cost allocation plans
as a result of audits or other challenges.
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Project #2: Comprehensive Review of the Municipal “User” Fee Schedule
1. Review the City’s municipal code and all existing fees.
2. Provide the City with a list of all financial and operating data requirements for the
study.
3. Meet with designated OMB staff to solidify parameters and timeframe for the
study and discuss issues that could impact the study.
4. Conduct a kick off meeting with department heads and designated staff to define
the purpose, scope, requirements and timeline for the project, followed by
meetings with individual departments to assess current methodologies for
calculating costs and current recovery levels.
5. Ensure 100% of available staff hours are identified to fee or non-fee related
services and calculate productive hourly rates for all employee classifications
contributing to fee related services.
6. Conduct a full cost analysis using fully burdened rates.
7. Prepare a draft FY 2013 municipal fee schedule that reflects best practices and
conforms to all applicable laws, statutes, rules and regulations governing the
collection of fees, rates and charges by public agencies including, but not limited
to, Proposition 218 and Proposition 26.
8. Identify any factors such as statutory limitations, market conditions or other
potential policy and service level considerations which prevent, or could prevent,
full cost recovery.
9. Prepare a narrative explanation of the basis for the recommended fees.
10. Prepare a financial analysis of projected revenue impacts and changes associated
with the recommended fees.
11. Meet with City staff to discuss the draft fee schedule and make agreed upon
revisions with final approval from the Administrative Services Director/CFO.
12. Prepare a Final FY 2013 municipal fee schedule, including estimated costs,
revenues and cost recovery levels for each fee.
13. Prepare and deliver one presentation to the City’s Finance Committee or the City
Council to facilitate their understanding of the fee study and its implications for
the City. This presentation will be at the guidance and discretion of the
Administrative Services Director/CFO.
14. Provide the municipal fee schedule and models written in MS Excel to the City so
the City can adapt and continuously update these to reflect financial and
organizational changes.
15. Consult with City staff, should the need arise, to defend the City’s fees as a result
of any legal or other challenges.
Project #3: Survey of Comparable Agencies (Optional at City’s discretion)
1. Conduct a benchmark survey of comparable public agencies
2. Work with City staff to identify common fees charged in comparable agencies
and develop a matrix to illustrate comparable fees.
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Finance Committee
MINUTES
Special Meeting
July 3, 2012
ROLL CALL
Chairperson Shepherd called the meeting to order at 6:04 p.m. in the
Council Conference Room, 250 Hamilton Avenue, Palo Alto, California.
Present:

Burt, Scharff, Shepherd (Chair)

Absent:

Price

ORAL COMMUNICATIONS
None
AGENDA ITEMS
1.

Review of FY2012 Third Quarter Financial Report.

David Ramberg, Assistant Director of Administrative Services provided a
presentation overview of the third quarter financial report and noted
Attachment A was missing a page but was presented as an at-place item for
review. Fiscal year 2012 continued to see a stable budget which meant Staff
was staying on target for what was presented during the mid-year. The
retiree medical update was presented in May which provided a year-end
close projection for fiscal year 2012. The goal for the year-end close in
December was to have a Budget Stabilization Reserve contribution from the
General Fund. There were potential increased revenues beyond what was
listed in the third quarter report so Staff was cautiously optimistic. The
incurred but not yet realized costs for the Workers Compensation and
General Liability actual costs were not known until the receipt of the
Actuarial report in the August timeframe and could have an impact on the
final year end close. The permits and licenses category was 28 percent
higher in fiscal year 2011 as were the Transient Occupancy Tax (TOT)
revenues. Public safety overtime was ahead of budget as was not unusual
for this time of year; fire was exceeding the overtime budget by 29 percent
and the police by 28 percent. The overage was primarily driven by vacancies
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in both departments. The unused salary savings in fiscal year 2012 were
expected to cover the overages.
Council Member Burt said the TOT showed increased revenue of 7.3 percent
from 2011. He calculated a 20 plus percent increase and asked Staff where
the difference was.
Mr. Ramberg said the 7.3 percent was reflective of the total TOT for the
overall year so for 2011 the total year for the TOT was $8 million and to
date in the 2012 budget year the TOT was registering at $8.6 million.
Council Member Burt said the Staff Report reflected the TOT revenue was
$4.9 million through the third quarter which meant the TOT revenue for the
fourth quarter alone was $3 million.
Lalo Perez, Director of Administrative Services requested time for Staff to
reevaluate the numbers and return with an explanation.
Council Member Burt asked if there was a sense of how to anticipate the
impact as time progressed for employees moving towards the newer two tier
pension system. He estimated there was little impact in the public safety
employees going from 2.7 percent at 50 to 2.7 percent at 55.
Mr. Perez said in discussions with John Bartell, the Actuarial firm used by the
City, he believed there would be little impact from the public safety shift as
there would be from the miscellaneous employees who went from 2.7
percent at 55 to two percent at 60. There was a gradual savings and the
reason was CalPERS did their actuary two years in the rears so an employee
entering the City under the new tier was not recognized until the end of their
second year of employment.
Vice Mayor Scharff asked for clarification that on Attachment A the adopted
budget was what Council had adopted for fiscal year 2012 and the adjusted
budget was what Staff was projecting to be the fourth quarter results.
Mr. Perez stated yes with some changes. There was a line item called
encumbrances and reappropriations where the previous year’s commitments
were carried forward which was added to the budget number creating an
illusion of a growing expenditure.
Vice Mayor Scharff asked if those numbers were not revenues.
Mr. Perez said they reflected as inflated revenues and expenditures so when
the budget numbers were being compared to the adjusted budget removing
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that line item would balance out. There were mid-year changes the Council
approved during the second quarter that were also embedded.
Vice Mayor Scharff said the report showed a $3,750,000 deficit but the loan
to the Refuse Fund did not actually occur, is that correct.
Mr. Perez clarified the amount was going to be reversed back out, rendering
the budget in a positive position. Staff had recently heard from the state on
the sales tax, the county on the property tax, and the hotel taxes all
indicating the numbers were increasing better than what Staff had
projected.
Vice Mayor Scharff said by not providing the loan to the Refuse Fund plus
the state, county, and hotel taxes meant there were more funds coming in
which balanced out.
Mr. Perez stated there was more money coming in and there was savings
from the vacancies. At the end of the year Staff was scheduled to have an
informed discussion with the Finance Committee as to where the City
wanted to position themselves beyond the 18.5 percent in reserves which
was the previous target.
Vice Mayor Scharff asked where Staff expected the reserves to be as a
percentage.
Mr. Ramberg noted the expected rate was at 21 percent for the Budget
Stabilization Reserve as a percentage of total use of funds.
Vice Mayor Scharff said roughly 21 percent and the target was 18.5 percent.
He asked what the dollar difference was between 21 and 18.5 percent.
Mr. Perez said approximately $4 million.
Mr. Ramberg explained during fiscal year 2011 the TOT revenues by quarter
were first at $1.9 million, second at $1.8 million, third at $1.9, and the
fourth was $2.4 million.
Council Member Burt said the third quarter of 2011 reflected $4.9 million but
the numbers calculated for the cumulative three quarters was $5.6 million.
Mr. Ramberg agreed there appeared to be a discrepancy and Staff would
look into it.
NO ACTION TAKEN
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2.

Discussion of Scope of Work and Methodology Utilized for the Cost of
Services Study

Lalo Perez, Director of Administrative Services explained that the Cost of
Service Study (Study) was performed about every five years. There was a
desire to repair the structural and financial imbalance, along with the
expense reductions. The Study showed the Finance Committee and Council
where cost recovery for fees and services had revenue. Some services were
without fees; these were reviewed separately for changes. The goal was to
achieve greater efficiency and utilize available technology to do so; the
Information Technology Director was involved in this part of the process.
Staff was aware of probable service level changes with the completion of the
Study. Previous Cost of Service Studies, such as the utilities studies, did not
provide many options for the Council; this years’ Study presented options
and different courses of possible actions that were taken within the
limitations of the law. He introduced Management Specialist Gail Wilcox who
presented the scope of work and the methodology used for the Cost of
Services Study.
Gail Wilcox, Management Specialist said the fiscal year 2013 budget included
revenue that consisted of $20 million of user fees, which was approximately
15 percent of the total General Funds revenue. $8.1 million of those funds
came from Planning and Community Environment, $6.7 million from the
Community Services Division, with $3 million from Golf, $4.2 million from
Fire, $2 million from paramedics fees, $600,000 from Public Works, and
$300,000 from Police. The purpose of the Study was to determine the cost
for providing services and to determine how much of those costs were to be
recovered through user fees. The consulting firm, MGT of America (MGT),
was selected through the Request for Proposal (RFP) process to complete
the Study. Staff was expecting to receive the completed reports from MGT in
August, with a presentation to the Finance Committee at some point
thereafter. She noted the Study did not include the development impact
fees or the AB1600 fees, but noted a separate consultant was looking into
those fees and services. The method utilized by MGT was to begin looking at
the fees from the bottom up, which meant MGT was receiving the data from
City Staff, but the templates and tools were being provided by the
consultant. They calculated the fully loaded cost by adding the direct Staff
cost, plus the department and Citywide overhead. The front line Staff were
the employees that had the most interactions with the customers, such as
Building Inspectors, Planners, and the Park Rangers, were considered direct
costs. Department and Citywide expenses were considered indirect costs.
Departmental overhead was usually management, secondary support Staff,
and any other operational expense that was not easily traced to the activity.
Citywide overhead was referred to as the Cost Allocation Plan, which
included the services for all of the central services departments; City
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Manager, City Auditor, City Attorney’s Office, City Clerk’s Office,
Administrative Services, Human Resources, and Facilities maintenance. The
method for allocating costs varied by department, for example, the Human
Resources department’s costs were based on the number of Full Time
Employees (FTE). MGT also provided a listing of the City’s fixed assets for
the purposes of allocating depreciation because currently the City did not
include the depreciation in the Cost Allocation Plan.
For example
Recreational fees were treated differently. The methodology was that they
examined things from top to bottom. A recreational study required an
analysis that was so detailed that the benefit was disproportionate to the
cost. There was a recreational cost service performed but at a higher level
based on the market and comparable venue rates. MGT provided the City
with price differentials for non-residents who used the services. Cost
recovery was considered the subsidizing portion of the cost. Cost recovery
was a policy issue. The main question was how much of the tax dollars were
used to pay for services that provided a unique or special benefit for a single
individual. When Staff returned in the fall timeframe, the discussion was to
be focused on community wide benefits and services, such as police patrol
because it was funded by tax revenues versus services that provided a
private benefit.
Mr. Perez noted that direct and indirect costs were broken down to show the
level of recovery for each item examined. For example, Golf Maintenance
Services were contracted out, which saved several hundred thousand
dollars. When Staff allocated the indirect overhead, they based it on Full
Time Equivalents (FTE). When the majority of the FTE’s went away, the
majority of the overhead went away from the golf course. The results
reflected that expense line for the golf course was lower, which meant the
fee for golf needed to be changed.
Vice Mayor Scharff asked if golf services were charged at the market rate.
Ms. Wilcox said the golf fee was not more than the full cost recover fee, or
there would be a tax assessment.
Chair Shepherd said any amount of a particular fee that was more than 100
percent of cost was considered a special tax. By law that required approval
of two-thirds. She asked if that rule applied to other fees, such as swimming
and tennis.
Mr. Perez stated there was a need for replacement of infrastructure but the
fees shown were only of the current costs, not the future costs for
replacement. There was room to adjust for future cost recovery based on
the policy decisions that were set.
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Vice Mayor Scharff recalled a discussion with the City Attorney regarding
fees being different depending on what they were. Some fees were not
charged higher than their cost recovery but he believed there were
recreation fees that were.
Ms. Wilcox said that was true for the facilities fees, not the service fees.
Chair Shepherd clarified the rental fees were reflective of a fee higher than
cost recovery.
Vice Mayor Scharff asked Staff to clarify what was to be done and if the fees
needed to remain cost recovery only.
Mr. Perez wanted to have legal Staff guide them on the direction of legal
constraints.
Vice Mayor Scharff asked if the broader cost of recovery approach was
included in the upcoming infrastructure needs.
Mr. Perez felt Staff needed to provide examples of what that approach
looked like before deciding it was the appropriate approach. He did not want
to place the cost of the program at a price people were not willing to pay.
Vice Mayor Scharff asked why Palo Alto was put at a disadvantage. They
charged less than the full cost recovery because it did not make sense to
charge a fee higher than the market rate.
Mr. Perez wanted to clarify that if the summer camp counselors spent 15
percent of their time in a facility preparing for the day’s events, 15 percent
of the replacement cost of the facility was part of the cost allocation.
Vice Mayor Scharff asked if the Study showed what the market rate was for
the items in Palo Alto.
Ms. Wilcox stated the market rates reflected of the eight surrounding cities;
Cupertino, Fremont, Menlo Park, Mountain View, Redwood City, San Mateo,
Santa Clara, & Sunnyvale.
Chair Shepherd asked about private sectors.
Ms. Wilcox said Staff could utilize private sector facility rental fees.
Mr. Perez said he checked with other departments who had more knowledge
of outside facilities fees and acknowledged it was not fiscally responsible to
pay the consultant to research that type of information.
Page 6 of 16
Finance Committee Special Meeting
7/3/12

Attachment A

MINUTES
Chair Shepherd confirmed Staff retrieved outside facility rental information
and said it was included as a part of the Study.
Mr. Perez said yes, the information was included.
Council Member Burt said historically the golf course
service. That depended on the year there was a deficit
paying the debt service. The maintenance was privatized,
and overhead dollars, making way for the possibility of
from the golf course.

had a bond debt
or a surplus, after
which saved direct
consistent surplus

Mr. Perez said that was correct.
Council Member Burt mentioned there was a review for golf course
redesigns, which had the potential to generate significant revenue. The
revenue was used to renovate and upgrade the course. He asked if the City
benefited from the upgrade and whether the City was prohibited from the
surplus dollars going towards other community service functions.
Mr. Perez said the program was giving current cost recovery but not future
cost recovery; he was going to verify his answer with Legal Staff. He did not
believe it was out of line to build reserves for future replacement.
Council Member Burt clarified that some of the surplus funds went towards
significant ongoing maintenance. The model showed the City was able to
liberate land for playing fields, upgrade the course, and as a result of the
upgrade, drive more rounds and higher green fees. He noted most of the
rounds played were not by Palo Alto residents.
Mr. Perez said in conversations with residents and onsite visits to the facility,
there were a number of capital needs and it was evident the City was not
funding these needs.
Council Member Burt recognized there was a number of ways the dollars
were reinvested into a greater golf complex. He asked if the golf course was
the only place the surplus dollars could be used.
Vice Mayor Scharff said golf courses were considered recreational facilities so
that a criterion was met and there was a return on investment or utilities. If
there was a return on utilities, which was more highly regulated than other
areas, he found it was difficult to understand, since the General Fund paid to
build the golf course, for which there was no return investment.
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Council Member Burt said there was a question of consistency because there
were a lot of facilities where the same argument could be made.
Chair Shepherd said those were policy questions.
Mr. Perez mentioned he did not have a great deal of information in front of
him but he was aware other agencies made the golf course an Enterprise.
Vice Mayor Scharff believed there were areas where being conservative was
beneficial, but this was not one of those areas.
Council Member Burt agreed the Enterprise route was a good solution. He
asked if the methodology was going to discuss private and public
communities.
Ms. Wilcox said yes, it was community wide.
Council Member Burt asked if the consultant was going to identify what a
hybrid was and what the balance was between private and communitywide
benefits.
Ms. Wilcox said yes, the consultant provided examples from other cities that
showed a range by percentage of rates and from that information, the City
made policy decisions on how to proceed.
Council Member Burt said his questions were centered on the value basis
and how to identify them. For example a City priority was Youth Well Being
and there were programs that were serving that priority. There was a direct
benefit to the youth participating in the program, and an indirect benefit to
those who experience the youth’s participation. He wanted to be sure there
was a City value system put into place before the consultant depicted the
rate schedules.
Ms. Wilcox noted the main focus of the Study was to identify the full costs
and current recovery levels. From there, the process was based on ranges
commonly seen in other cities.
Council Member Burt asked if the Finance Committee saw samples early on
in the process so they would know the direction things were moving.
Ms. Wilcox agreed and said Staff could provide that information.
Vice Mayor Scharff agreed with that sentiment and wished to see the same
information.
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Mr. Perez stated a key piece was identifying the number of benefactors.
Vice Mayor Scharff asked what determined a private versus a public benefit.
Ms. Wilcox said if a developer pulled a permit to build a project to make
money, it was considered a private benefit.
Vice Mayor Scharff clarified that even if only five people attended a program,
it was considered a community benefit.
Ms. Wilcox said at the outmost extreme, 100 percent community benefits
were considered fully paid by tax dollars, as in patrol and Advanced
Planning. Parks and Recreational Programs were typically funded with a
combination of tax dollars and user fees and were considered a societal
benefit mentally, emotionally, and physically.
Council Member Burt asked what the Summer Concert Series was considered
because there was no entry fee and some attended regularly, while some
never attended.
Mr. Perez said yes, that was classified as a community benefit, while a
course for guitar lessons was classified as private.
Chair Shepherd struggled with how to quantify services provided by the City.
A suggestion was a location where a person purchased a home and sold it
for more than the purchase price. She felt community services added to that
value and noted how the City changed childcare when they placed childcare
availability on campuses for Palo Alto Unified School District (PAUSD).
Council Member Burt said under the scenario where there was afterschool
childcare onsite, it cleared up child drop-off traffic,
there was less
emissions, and it increased safety for children not having to move to a
secondary location.
Chair Shepherd noted that childcare convenience was provided by a Human
Services Resource Allocation Process (HSRAP) grant; which made it difficult
to capture and place into a module.
Mr. Perez expressed the difficulty for a city’s inner working because each city
held varied policies and value systems. Sustainability and safety were key
values because this was the level at which the City chose to recover costs.
These were factors the Council wanted to consider when they made
decisions about cost recovery levels.
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Chair Shepherd asked if the Study included sports programs offered through
PAUSD middle schools.
Mr. Perez said those were different levels of contractual agreements between
the City and the PAUSD.
Chair Shepherd asked if those agreements raised the City’s resources
because of necessary hiring’s.
Mr. Perez saw these as services provided where there was no fee charged.
Chair Shepherd confirmed the answer was no.
Mr. Perez said MGT was providing the first analyses, whereas Staff was likely
performing the latter two.
Chair Shepherd mentioned the City of San Carlos was exporting their
recreational activities to Half Moon Bay and asked if San Carlos was part of
the eight benchmark cities.
Mr. Perez stated he was in contact with the Finance Director for San Carlos
and was told there were interesting matters that they had realized as a
result of the structural changes they had made. He noted, as with Palo Alto,
that outsourcing of park maintenance had a saving factor.
Chair Shepherd said, along with the cost savings, it was easier to manage as
well.
Mr. Perez said it was easier to manage one person, as opposed to an entire
staff, yes. San Carlos outsourced for Police and Fire as well.
Chair Shepherd asked how San Carlos charged Half Moon Bay.
Mr. Perez said the presentation given to the Finance Directors’ shared an
example of the swimming program; they rented the high school pool and
hired part-time non-benefited personnel to travel to Half Moon Bay to run
the programs. They also changed the telephone answering procedures to
announce Parks & Recreation without mentioning the City name.
Chair Shepherd asked why the shift was done.
Mr. Perez said the amount of funds collected from Half Moon Bay covered
their costs because the program was already established.
Chair Shepherd asked if they could subsidize.
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Mr. Perez said they were not subsidizing, they were recovering the full costs.
Vice Mayor Scharff said sharing the recreation program lowered the fixed
cost.
Chair Shepherd said it was more about the economy of these cities and their
abilities to scale and fully employ swim instructors.
Mr. Perez said that was correct.
Chair Shepherd asked what the consequences were, with respect to the golf
course, if there was a boom in rounds and the City inadvertently made a
profit. She suggested the pieces of the Study be brought to full Council
incrementally, in an effort to have a better understanding and to discuss
each section.
Mr. Perez asked if the request was for a draft report to be presented to the
full Council to discuss and critique prior to the release of the final report
because if the golf course activity increased, there were expenses not
accounted for that the additional funds were used towards.
Chair Shepherd said the pension costs were assigned as part of the Cost
Study, so the legacy was loaded.
Mr. Perez expressed the pension portion was part of the dilemma because
the costs were being allocated by Full Time Employees (FTE) for pension,
retirement, and medical.
Additionally, programs contracted out their
expenses and shifted to other departments because there were no longer
FTE’s associated with the program.
Council Member Burt clarified that prior to the maintenance being contracted
out there were FTE’s and managers overseeing them with administrative
costs for the manager; there were overhead costs under that scenario. The
maintenance was contracted out with a minimal amount of work done to
administer. The administrator ensured the contractor was providing the level
of quality of work, in theory, the management for the Community Services
Department (CSD) went down by that percentage.
Chair Shepherd noted the report showed 1600 hours was full time due to the
floater holidays. She said full time was usually 2000 hours with two weeks of
time off. They needed to have this discussion about the 400 hours and who
was paying for that. She asked how the City made money if they chose the
Enterprise route or considered a public/private partnership with a private
entity.
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Mr. Perez said the scenario he had seen played out was a city turning their
entire operation to a private industry, the golf course, pro shops, and
grounds. Then he saw it receiving a contracted annual sum. That was the
type of situation Staff was interested in researching for Palo Alto.
Chair Shepherd asked if that city was bound by the same fee binding as Palo
Alto.
Council Member Burt said the scenario mentioned was different and Staff
needed to research the circumstances for today’s applicableness.
Mr. Perez noted the golf course industry in the Bay Area had a severe
downturn over the last few years. He surmised Palo Alto did not add enough
for the cost because the retired employees of the golf course were vested.
The City was still responsible for their pension and retiree medical but those
expenses were not included.
Chair Shepherd understood the City projected cash flow from the golf
course, which was in the projections for the Long Term Financial Forecast.
Mr. Perez said that was correct.
Chair Shepherd understood it was not a large sum of money but it was
better than a deficit.
Mr. Perez said, in reviewing the 2009 budget, when employees were in
place, the year ended with a negative $326,000. They made changes and
the year closed with a positive $76,000. The City gained by contracting the
services and ended in the mid $75,000. Rob De Geus, the Division Manager
for Golf projected the 2012 budget at $228,000 for the adopted budget.
There were significant changes in gain from contracting the services.
Chair Shepherd said the funds were banked into the books so it could
change the anticipated scenario.
Mr. Perez had discussions with CSD. They requested the leftover funds be
returned to the golf course for upgrades and renovations.
Vice Mayor Scharff said there was a significant savings in budget by
contracting services.
Mr. Perez agreed.
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Vice Mayor Scharff said by executing the contacted services other
departments were being charged more as their fixed costs rose because the
golf course was no longer taking part of those fixed costs.
Mr. Perez clarified it was within the departments.
Vice Mayor Scharff said within CSD.
Mr. Perez said that was correct. He noted that was true but wanted to
validate that before he confirmed.
Vice Mayor Scharff said if that was true, he felt the entire methodology was
flawed because there was money being saved and it was driving costs higher
in the departments that were unrelated. He felt that was wrong.
Council Member Burt thought that was true, provided there was not an
overall adjustment to the overhead commensurate, with less staffing than
the overhead was serving. In the long run it worked but in the short run
there was an issue. If the golf maintenance was five percent of the
employees but no longer served them with the overhead, there would not be
an immediate adjustment in management. If it was a 25 percent difference,
there was a need for an immediate adjustment.
Mr. Perez clarified 78 positions were eliminated over the last few years. He
agreed the model needed to be changed and he expressed why it was a
positive exercise to meet and go over the process.
Chair Shepherd asked if the entire golf course processes was exported out,
was the legacy assigned to the incoming revenue to offset in order to make
it whole.
Council Member Burt noted the golf course contract was recently renewed so
the entire golf course was not being outsourced in the foreseeable future.
Chair Shepherd believed using the golf course was a good way to apply the
theory on how to come to policy.
Mr. Perez acknowledged the details for the direct and indirect costs needed
to be presented because issues surfaced during this type of discussion.
Distribution of the legacy costs were embedded in the direct and indirect
costs.
Council Member Burt requested that the Finance Committee direct Staff to
return with a draft report and examples.
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Vice Mayor Scharff concurred that seeing examples in stages was beneficial.
Mr. Perez worked with MGT to complete a draft report to bring before the
Finance Committee.
Vice Mayor Scharff recommended a check-in prior to the draft report to
prevent Council from being surprised. He did not want false methodology
driving policy decisions.
Council Member Burt did not want the community to respond to something
that was only partially vetted.
Mr. Perez asked the Committee if they wanted legal Staff and the consultant
to be in attendance for the release of the draft report and the vetting
process.
Council Member Burt asked where the consultant was traveling from and
what the expense was e to have them in attendance.
Mr. Perez said they were traveling from Sacramento at a minimal expense
but the contract needed to be amended.
Council Member Burt agreed there was a value for the consultant to be in
attendance but the goal was to arrange it so they did not need to travel to
multiple meetings.
Vice Mayor Scharff felt that in order for the consultant to attend he needed
to be far enough along to have a meaningful discussion.
Mr. Perez agreed to use the consultants time wisely.
Chair Shepherd said Staff did not request action be taken on this item so she
wanted to know how Colleagues were going to be brought up to date on the
progress.
Mr. Perez acknowledged the item had no required action. He noted it was a
Finance Committee item and there were no future plans to expand the item
until the Committee approved it and forwarded it the full Council. Staff
received a request from the Mayor to be available for those Council
Member’s not on the Finance Committee. He agreed that input received
from other Council Member’s was shared to ensure everyone had the same
questions and answers.
Chair Shepherd said it appeared there was at least two more sessions with
the Finance Committee on the matter prior to a recommendation for full
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Council. She asked if there was going to be an interim going to full Council
to avoid a battle of ideas prior to the final report.
Mr. Perez felt once the Finance Committee reviewed the first draft report
there was going to be a good sense of direction for the policy making. He
mentioned a component to the process was a community outreach program.
Chair Shepherd wanted to see a road map of the process.
Mr. Perez believed in producing the draft report first, then laying out the
process and issues.
NO ACTION TAKEN
FUTURE MEETINGS AND AGENDAS
Lalo Perez, Director of Administrative Services noted the next scheduled
meeting was July 17, 2102. Reappropriations were items Staff had identified
as budgets for specific projects and were carried from fiscal year 2012 to
2013. He informed the Committee he was out of the office on that date but
David Ramberg, the Assistant Director was going to be in attendance. The
first meeting after the Council break was schedule for September 4th but was
cancelled because of a Special City Council meeting. The next scheduled
meeting after Council returned was September 18th.
Chair Shepherd noted neither she nor Vice Mayor Scharff were in town on
September 4th.
David Ramberg, Assistant Director of Administrative Services verified the
Hotel Tax for the 4th quarter of fiscal year of 2011 and noted there were
quite a bit of accruals, which calculated to $3.1 million. He said the City was
on pace to complete $3.5 million in the 4th quarter of fiscal year 2012.
Council Member Burt asked why there were accruals in the Transient
Occupancy Tax (TOT).
Mr. Perez explained the receipts came in at the close of the fiscal year,
which accrued for the month of July and part of August.
Council Member Burt said the process was running at more than 20 percent
ahead of fiscal year 2011 and for this year they projected being seven
percent ahead.
Mr. Perez felt it was better if Staff provided the detailed numbers for the
month.
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Council Member Burt felt the seven percent was an overly conservative
number.
Vice Mayor Scharff asked how the TOT worked and who the hotel paid.
Mr. Perez explained the hotel received funds from the individuals renting the
rooms and they remitted directly to the City.
Vice Mayor Scharff said the remittance took up to 45 days.
Mr. Perez said once the month ended the hotel had 30 to 34 days to remit.
Vice Mayor Scharff asked if the time table was generated by a City
Ordinance.
Mr. Perez said that was correct, it was in the Municipal Code and there was a
penalty for not complying within the specified time.
Vice Mayor Scharff mentioned the state had moved their TOT process to an
online remittance. He asked if the City considered that change and was it
beneficial.
Mr. Perez said from a cash flow perspective, an online remittance process
was beneficial but Staff needed to research the burden it placed on the
hotels.
ADJOURNMENT: Meeting adjourned at 7:46 p.m.
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Meeting Date: 3/19/2013

Summary Title: Cost of Service Study Follow Up
Title: Cost of Service Study Follow Up
From: City Manager
Lead Department: Administrative Services
Recommendation
This report is provided for informational purposes.
Background
Last year, the City retained the services of MGT of America (“MGT”) to assist staff in
determining the full cost of providing General Fund services for which user fees are charged (or
could be charged). The analysis will depict current cost recovery levels as well as potential areas
for increasing revenues. User fees and permits currently generate approximately $22.4 million
annually, which is approximately 15.4 percent of all General Fund revenue. The user fee
analysis will facilitate more informed decision-making processes and provide the framework for
setting fees, level of service, service delivery modes and prioritizing services that will meet the
City’s fiscal and policy goals.
In July 2012, staff presented the Finance Committee with an overview of the process for
conducting this analysis. The Finance Committee requested that, prior to bringing MGT’s draft
report back for consideration, staff provide additional information about the methodologies
utilized in this study and some examples that illustrate how the full costs and cost recovery
levels are developed. Several issues have delayed completion of MGT’s analysis, including staff
turnover and competing priorities in departments, data reconciliation and personnel changes
within MGT. Staff expects to have the full report and findings to the Finance Committee
before the end of the current fiscal year.
Discussion
Propositions 13, 218 and 26 have placed both substantive and procedural limits on cities’ ability
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to impose fees and charges. Collectively these constitutional amendments provide safeguards
against taxes being imposed without a vote of the people. Proposition 26 contains a more
general articulation of the cost of service principle and includes a requirement that the local
government bear the burden of proof that “a levy, charge, or other exaction is not a tax, that
the amount is no more than necessary to recover the reasonable costs of the government
activity, and that the manner in which those costs are allocated to a payor bear a fair or
reasonable relationship to the payor’s burden on , or benefits received from, the governmental
activity.” (Cal. Const. art. XIII C, § (e).)
The approach MGT and other consultants utilize to analyze cost recovery levels is relatively
standardized. Most fees are analyzed by building the costs of providing that particular service
from the bottom up. In some cases, however, the cost of developing the analysis at the
granular level is outweighed by the benefits for reasons that will be outlined later in this report.
For these services, consultants utilize a top down approach to developing full costs and cost
recovery levels. Both approaches require the identification of direct and indirect costs, defined
as follows:
Direct Costs are those that can be identified specifically with a cost objective (in this case,
service or program). Direct costs include “front line” staff such as building attendants, program
producers and inspectors. Their time – and compensation costs – can usually be readily
assigned to a particular fee activity or program. Any non-personnel related costs that are
incurred specifically in relation to a particular fee activity can also be classified as a direct cost.
In many cases, however, non-personnel related costs are not readily assigned to one particular
fee activity so these costs are frequently allocated as an indirect cost.
Indirect Costs are those that are a) incurred for a common or joint purpose benefitting more
than one cost objective, and b) not readily assignable to the specific cost objective (fee
service) without effort disproportionate to the results achieved. The federal Office of
Management and Budget (OMB) guidelines for cost allocation state that indirect costs should
be distributed or allocated to the benefitting cost objective “on bases that will produce an
equitable result in consideration of relative benefits received”.
Indirect costs include citywide overhead, which are also referred to as “cost plan charges”. The
methodology for allocating citywide overhead varies by and within each “sender” department
(ASD, Human Resources, City Attorney, City Auditor, City Manager, City Council, City Clerk and
Public Works/Facilities Maintenance). For example, Human Resources costs are allocated
based on the number of full-time equivalent positions in each of the receiving departments.
ASD’s OMB division costs are allocated based on operating expenses in each of the receiving
departments. In some cases, time estimates or item count from the sender department are
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used to allocate costs.
MGT recommends that the City include a use allowance in the cost plan to allocate costs for
capital assets. The City does not currently incorporate an allowance into cost plan charges.
MGT utilized the cost principles outlined in the federal OMB Circular A-87 to allocate these
costs. To sum:
1. The computation of the use allowance is based on the acquisition cost and useful life of
the assets involved.
2. The use allowance for buildings and improvements is computed based on a useful life of
50 years. Thus 2 percent of the acquisition cost can be included as an annual cost.
3. The use allowance for equipment that costs $5,000 or more is computed based on a
useful life of 15 years. Thus, 6.66 percent of the acquisition costs can be included as an
annual cost.

OMB A-87 does not allow agencies that receive federal funds to include land acquisition in the
use allowance. Inclusion of a use allowance in the full cost calculation for the Golf, Aquatics
and Children’s Theatre programs increased the total costs for those programs by 2%, 9% and
1%, respectively.
Other indirect costs include department/division administration (managers, support staff, etc.)
and any other cost incurred for a common purpose or not easily traced to a specific fee activity.
These type of indirect costs will require policy decisions as part of the full report discussion.
Description of Methodologies Utilized in Study
Most fees were analyzed as follows (“bottom up” or fee level):


Identify and allocate staff time spent directly to support specific activities or services for
which the user fee is charged (e.g. building inspectors, plan checkers).



Based on compensation data provided by the City, calculate direct staff costs for each
fee related activity or service. The hourly rate of compensation is then converted to a
productive hourly rate in order to recover costs associated with paid leave, meetings,
training and other time not spent directly in the provision of a particular service or
activity. Productive time varies for each individual based on availability and utilization
of paid leave and other factors. For purposes of this analysis, MGT assumed 1,600
productive hours. The range in other agencies is typically 1,500 -1,700 hours.



Compile all indirect costs and integrate with the productive hourly rate to create a “fully
burdened” hourly rate.
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The fully burdened hourly rate is then applied to time estimates provided by City staff
to develop the full cost.



Cost recovery and subsidy levels are calculated based on volume estimates provided by
City staff and revenue receipts. For example, if the full cost of providing any particular
fee service is $100 and the fees paid by the individual benefitting from the service are
$80, the cost recovery rate is 80 percent and general taxpayer funds are subsidizing 20
percent of the service.

In some cases, the potential benefits of conducting a bottom up analysis of a particular fee
are outweighed by the expense that would be incurred in developing this information. This
is almost universally the case with recreational programs, which are typically analyzed at
the program level instead of the fee level. For example, we have developed the full cost of
golf services at the program level to illustrate current cost recovery and subsidization levels.
Staff also identified the percentage of direct costs that are currently recovered, the
percentage of direct costs and CSD department overhead recovered and as well as the
percentage of full costs (i.e. direct and all indirect costs, including citywide overhead).
However, a substantial amount of effort would be required to identify and track costs at the
individual fee level (e.g. weekday daily fee, twilight, super twilight, primetime rates). The
cost of conducting such a detailed analysis would outweigh the value of this information, in
particular because elasticity of demand and local policy goals are typically factors that are
evaluated when establishing recreational fees.
The “top down” or program level analysis is conducted as follows:


Identify all direct costs (staff, supplies and materials, contracts, general expenses, etc.)
for the program. For purposes of capturing full costs, non-operating costs such as debt
service are included as a direct cost when applicable.



Allocate division, department and citywide overhead (indirect) costs. MGT allocated
these indirect costs as follows:
o Division overhead is allocated to each program within the division based on the
ratio of program direct expenses to division direct expense. For example, direct
expenses for Golf are approximately 29.5 percent of the total direct expenses for the
Open Space/Parks/Golf division. Thus, 29.5 percent of the division overhead was
allocated to the Golf program.
o Department overhead is allocated to each program based on the ratio of program
direct expenses to total department direct expenses. Direct expenses for the Golf
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program represent approximately 6.6 percent of the total direct expenses for CSD.
Thus, 6.6 percent of the department overhead was allocated to the Golf program.
o Citywide overhead expenses (“cost plan charges”) are allocated using three
different methodologies. Public Works’ custodial and facilities maintenance costs
are allocated based on square footage. Central service department costs (CAOs,
Human Resources, ASD,) are allocated using the same percentage basis used to
allocate department overhead to individual programs. And the use allowance for
capital expenses is assigned to each program based on assets acquired in support of
that program (e.g. the cost of acquiring pool heaters is assigned to the Aquatics
program)


Once full costs (all direct and indirect) are calculated, cost recovery levels are
presented in a manner to depict percent of direct costs recovered as well as percent
of direct and indirect (full) costs.

Attached are three examples that illustrate the process for calculating full costs and cost
recovery levels at the program level.
Fees for Use of Government Property
Unlike fees for services rendered, fees charged for the use of government property, including
park and recreational facilities, are exempt from Proposition 26 (“No Hidden Taxes”). As a
result, public agencies are permitted to set fees for use of these facilities as well as equipment
rentals at any price the market will bear. This exemption applies to green fees, cart and other
equipment rental fees for Golf services.
Timeline/Next Steps
MGT’s complete draft report will be presented to the Finance Committee for discussion before
the end of the current fiscal year. Staff will also be conducting separate cost analyses on nonfee related services, such as Human Services and “back room” operations (finance and human
resources). Once preparation of the FY 2014 Operating Budget is complete, staff will develop a
scope of work, tentative timeframes and any resource impact analysis for each of those studies
and return to the Finance Committee for discussion. Staff is requesting feedback on the three
examples and approach to incorporate into the final draft report.
Attachments:


Attachment A: Cost of Service Study Follow Up Samples
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GOLF
DIRECT COSTS

Operating:
S&B - .97 FTE (1)
Contract (2)
Misc. (3)
Non-Operating:
Debt Service
GF Loan Repay

TOTAL DIRECT COSTS
INDIRECT COSTS

TOTAL INDIRECT COSTS
TOTAL FULL COSTS
REVENUES
TOTAL REVENUES
Net Profit/ Loss
PERCENT COST RECOVERED

CSD Division Overhead (4)
CSD Dept Overhead (5)
Citywide Overhead (6) General
Citywide Overhead (7) Custodial/Fac Maint
Facility/Use Allowance (8)

Fee Revenues
Other Revenues (9)
$
Direct Cost
Direct Cost + Division/Dept OH
Full Cost (Direct + All Indirect)

FY 2012 Adopted

FY 2012 Actuals

Difference

$139,203
$1,552,863
$399,295

$129,586
$1,431,868
$327,645

-$9,617
-$120,995
-$71,650

$559,539

$499,074

$94,849
$2,745,749
$0
$0
$41,455
$0
$0
$41,455
$2,787,204
$2,857,850
$157,320
$3,015,170
227,966 $
110%
n/a
n/a

(1) .60 FTE Regular; .37 FTE Temporary/Hourly
(2) Golf maintenance, management fees, credit card fees, cart/club rentals
(3) Allocated charges, rents/leases, water, supplies/materials, general expenses
(4) Allocated based on ratio of Golf direct expenses to total direct expenses for OS/Parks/Golf Division
(5) Allocated based on ratio of Golf direct expenses to total direct expenses for the Department
(6) Allocated based on ratio of Golf direct expenses to total direct expenses for the Department
(7) Custodial/Maintenance cost plan charges allocated based on square footage
(8) Calculated based on acquisition cost and useful life of asset
(9) Proshop & restaurant lease, restaurant utilities, interest income (debt service)

$0
$2,388,173
$60,325
$194,493
$210,654
$73,025
$58,567
$597,064
$2,985,237
$2,624,748
$95,393
$2,720,141
(265,096) $
114%
103%
91%

-$60,465
-$94,849
-$357,576
$60,325
$194,493
$169,199
$73,025
$58,567
$555,609
$198,033
-$233,102
-$61,927
-$295,029
(493,062)
n/a
n/a
n/a
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Aquatics
FY 2012 Adopted
DIRECT COSTS

Operating:
S&B - 11.34 FTE (1)

$418,794
$15,000
$38,500
$0
$472,294

Contracts
Supplies, Materials, and General (2)
Misc.
TOTAL DIRECT COSTS
INDIRECT COSTS

TOTAL INDIRECT COSTS
TOTAL FULL COSTS
REVENUES
TOTAL REVENUES
Net Profit/ Loss
PERCENT COST RECOVERED

0

CSD Division Overhead (3)
CSD Dept Overhead (4)
Citywide Overhead (5) General
Citywide Overhead (6) Custodial/Fac Maint
Facility/Use Allowance (7)

Fee Revenues
Other Revenues
$
Direct Cost
Direct Cost + Division/Dept OH
Full Cost (Direct + All Indirect)

FY 2012 Actuals

$0
$0
$0
$0
$0
$472,294
$400,550
$0
$400,550
(71,744) $
85%
n/a
n/a

$458,518
$11,903
$42,093
$2,188
$514,702
$30,577
$40,316
$43,666
$35,211
$62,153
$211,923
$726,625
$501,164
$0
$501,164
(225,461) $
97%
86%
69%

(1) 1.24 FTE Regular; 10.1 FTE Temporary/Hourly
Based on 50 year useful life
(2) Rescue and training equipment, safety supplies, uniforms, minor facility maintenance , etc.
(3) Allocated based on ratio of Aquatics direct expenses to total direct expenses for the Recreation Division
(4) Allocated based on ratio of Aquatics direct expenses to total direct expenses for the Department
(5) Allocated based on ratio of Aquatics direct expenses to total direct expenses for the Department
(6) Custodial/Maintenance cost plan charges allocated based on square footage
(7) Calculated based on acquisition cost and useful life of asset

Difference
$39,724
-$3,097
$3,593
$2,188
$42,408
$30,577
$40,316
$43,666
$35,211
$62,153
$211,923
-$254,331
$100,614
$0
$100,614
(153,717)
n/a
n/a
n/a
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Children's Theatre
FY 2012 Adopted
DIRECT COSTS

Operating:
S&B - 9.79 FTE (1)
Contracts (2)
Supplies, Materials, and General
Misc.

TOTAL DIRECT COSTS
INDIRECT COSTS

TOTAL INDIRECT COSTS
TOTAL FULL COSTS
REVENUES
TOTAL REVENUES
Net Profit/ Loss
PERCENT COST RECOVERED

CSD Dept Overhead (3)
CSD Dept Overhead (4)
Citywide Overhead (5) General
Citywide Overhead (6) Custodial/Fac Maint
Facility/Use Allowance (7)

Fee Revenues
Other Revenues (8)

Direct Cost
Direct Cost + Division/Dept OH
Full Cost (Direct + All Indirect)

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

837,005
131,679
194,789
2,762
1,166,235
1,166,235
330,100
330,100
(836,135)
28%
n/a
n/a

FY 2012 Actuals
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

(1) 6.05 FTE Regular; 3.74 FTE Temporary/Hourly
(2) Costumes, stage set building materials, show royalties, equipment, rental fees, etc.
(3) Allocated based on ratio of Childrens Theatre direct expenses to total direct expenses for Arts & Sciences Division
(4) Allocated based on ratio of Childrens Theatre direct expenses to total direct expenses for the Department
(5) Allocated based on ratio of Childrens Theatre direct expenses to total direct expenses for the Department
(6) Custodial/Maintenance cost plan charges allocated based on square footage
(7) Calculated based on acquisition cost and useful life of asset
(8) Donations / Contributions

864,834
225,554
112,168
32,490
1,235,046
48,241
96,740
104,779
207,998
16,768
474,526
1,709,572
360,304
80,000
440,304
(1,269,268)
36%
32%
26%

Difference
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

27,829
93,875
(82,621)
29,728
68,811
48,241
96,740
104,779
207,998
16,768
474,526
543,337
30,204
80,000
110,204
(433,133)
n/a
n/a
n/a
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FINANCE COMMITTEE
MINUTES
Regular Meeting
Tuesday, March 19, 2013
Council Member Burt called the meeting to order at 7:01 P.M. in the Council
Chambers, 250 Hamilton Avenue, Palo Alto, California.
Present:

Burt (Chair), Schmid, Shepherd

Absent:

Berman

Agenda Items
1.

Utilities Options for Cost Savings Modifications to Palo Alto's Street
Sweeping

Phil Bobel, Assistant Director of Environmental Services recalled the Finance
Committee (Committee) discussed street sweeping during the 2012 Budget
cycle. The Administrative Services Department (ASD) analyzed options for
street sweeping.
Ron Arp, Solid Waste Manager reported a crew within the Public Works
Department was responsible for sweeping all streets, most parking lots, and
cleaning Downtown sidewalks. The analysis was based solely on the streetsweeping portion of the overall Public Works Department Budget. The cost
for five fulltime street sweeper operators and large sweepers was $980,000
annually, or slightly more than 40 percent of the sweeping Budget. Staff did
not evaluate savings for other tasks, such as sweeping and cleaning bike
paths, medians, parking lots, sidewalks, and garages, picking up leaves and
debris and transporting them to the Smart Station’s, or cleaning homeless
encampments. Cost savings was realized in the sweeping Budget without
significant impacts to residents and businesses.
Staff recommended
reducing the frequency of sweeping in residential and light commercial areas
during the eight months of the non-leaf season. Weekly sweeping during
non-leaf season had limited value in protecting the environment. He said
contracting some of the work could save costs. Option One was the City's
current program of sweeping all public streets on a weekly basis year round,
with the exception of the Downtown area, which was swept three times per
week. The Budget cost was $980,000 annually. Approximately half of costs
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were Staff costs and the other half were equipment costs. Palo Alto was the
only City of those surveyed that swept weekly during the non-leaf season in
residential areas. ASD calculated a future cost for pension and healthcare
liability under Option One of $339,000 per year. Option Two was contracting
all street-sweeping tasks. He mentioned that contracting eliminated five
Full-Time Employee’s (FTE) and some equipment. Also, in Option Two,
streets in residential areas were swept every other week during the non-leaf
season. He said the Downtown area would still be swept three times per
week. The cost of contracting all street sweeping was $441,000 annually, a
savings of more than $500,000 per year. The disadvantage of contracting
street sweeping was the City's inability to respond to emergency events. In
Option Three, Staff's recommendation was a mixture of Options One and
Two where in-house crews swept streets every other week year round. A
contractor supplemented in-house crews by sweeping streets weekly during
the leaf season.
All Downtown street sweeping was contracted, and
occurred three times per week year round. Option Three eliminated two
FTE’s and two machines, and was going to cost approximately $675,000,
with a savings of $305,000; Option Three retained the City's emergency
response ability. Staff recommended a pilot program to sweep selected
residential areas every other week beginning in late spring through early fall
2013. Staff intended to return to the Committee with recommendations in
late 2013, with a goal of full implementation in Fiscal Year (FY) 2015. Staff
did not request the Committee approve any of the one Option’s; rather Staff
requested input regarding feasibility of the plan and direction to proceed
with a pilot program.
Chair Burt requested Staff provide context for emergency event response.
Mr. Arp explained street sweeping crews were called out monthly to remove
mud from streets caused by water main breaks and the Police Department
occasionally called out street sweepers to remove debris from automobile
accidents.
Council Member Schmid clarified that the Committee would not recommend
one of the Options, just discuss issues and recommend implementation of a
pilot program.
Mr. Bobel agreed with his assessment.
Council Member Schmid inquired whether increased parking reduced the
effectiveness of street sweeping.
Steve Banks, Manager of Maintenance Operations agreed that increased
parking was a problem.
Permanently posted signs in the Northern
Downtown area allowed a clean sweep along the curb. In other areas, Staff
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posted temporary signs four to five times a year. If residents provided
information regarding debris underneath parked vehicles, Staff would post
those areas as well.
Council Member Schmid asked if the frequency of street sweeping changed
in the past to every other week, only to return to weekly.
Mr. Bobel was not aware of that.
always swept weekly.

To the best of his recollection, the City

Council Member Schmid felt the City's previous outsourcing experiences
were satisfactory, and requested Staff comment on the effectiveness of
outsourcing other services.
Lalo Perez, Director of Administrative Services reported outsourcing worked
out extremely well at the Golf Course.
Effectiveness of outsourcing
depended on Staff clearly structuring the scope of services and punitive
clauses for nonperformance, and clearly establishing the level of
performance. The City had some issues with the parks contract, but Staff
was resolving those. For the most part, outsourcing was successful. Staff
needed to negotiate with labor groups if street sweeping was outsourced.
Council Member Schmid assumed Staff discussed positive and negative
aspects of outsourcing with other cities that used contractors.
Mr. Perez indicated Staff talked with other cities and mentioned that the list
on Attachment B reported results of Staff's survey.
Council Member Schmid inquired whether emergency response was the
responsibility of the Public Works Department.
Mr. Bobel answered yes. If the City contracted street sweeping services,
then Public Works Staff had less ability to meet their responsibilities.
Council Member Schmid asked if street cleaning was the only issue affected
by contracting sweeping services.
Mr. Bobel responded yes, only street sweeping.
Council Member Schmid noted street sweeping Staff had other job
responsibilities during the weeks they were not sweeping streets, and asked
if this was a new work program.
Mr. Bobel indicated these were not new work items, and asked if Council
Member Schmid meant during the pilot program.
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Council Member Schmid meant during the pilot program and under Option
Three.
Mr. Bobel reported Staff would restructure job responsibilities so that all
cleaning functions continued. No new functions were to be added.
Council Member Schmid inquired whether the number of Staff would be
reduced by sweeping every other week.
Mr. Bobel explained reducing the frequency of sweeping under Option Three
reduced Staff by two FTE’s. Reasons for implementing a pilot program were
to ensure Staff could maintain efficiency and to determine resident’s
reaction.
Council Member Schmid stated the pilot program needed to be large enough
to provide good data, yet he noted to Staff that the City needed excess
personnel during the pilot program. He mentioned that the Refuse Fund had
its own source of revenue, and asked whether Refuse rates or the General
Fund paid for street sweeping costs.
Mr. Bobel explained the Refuse Fund was an Enterprise Fund, and its
structure was the same as the Electric Fund. Refuse rates funded the Refuse
Fund, of which approximately $2 million was spent on street sweeping. The
street sweeping program under discussion comprised approximately of $1
million of the total street sweeping Budget.
Vice Mayor Shepherd favored a pilot program. She thought a contract for
street sweeping should include a charge for wear and tear on City streets by
street sweepers. She asked if residents in the pilot program would receive a
reduced fee for the reduced frequency of street sweeping.
Mr. Bobel explained the current Refuse Fund fee was $6.66.
Vice Mayor Shepherd believed the Refuse Fund fee and Household
Hazardous Waste fee totaled $10.
Mr. Bobel agreed $10 was the fixed portion of the refuse bill. He mentioned
that most likely, Staff would not recommend a reduced fee because costs
continued to rise in other areas. As the City reduced expenses, hopefully
the fee would not increase.
Vice Mayor Shepherd confirmed the fee would remain stable and inquired
whether the Public Works Department responded to toxic spills.
Mr. Arp reported a contractor cleaned larger toxic spills. The Public Works
Department cleaned small spills if they knew what the substance was.
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Mr. Bobel explained $1 million of the total $2 million Street Sweeping Budget
was utilized for the cleaning of special problems.
Vice Mayor Shepherd was excited by the opportunity to stabilize rates and to
reduce the impact of vehicles on streets.
She requested additional
information regarding emergency response at a future discussion.
Mr. Bobel said he would provide that information and added that common
emergencies were when residents requested special attention in a specific
area. Those emergencies were typically handled by a street sweeper.
Vice Mayor Shepherd believed emergency response was included in the bid.
Chair Burt assumed the topic would be contentious before reviewing the
Staff Report.
Approximately half of surveyed cities contracted street
sweeping. He asked how other cities responded to irregular events.
Mr. Arp reported some cities utilized Public Works crews; others contracted
at an hourly rate for contractor response. The next phase of analysis was to
gather more details regarding emergency response.
Chair Burt inquired whether the City reduced General Fund employees by 14
percent without layoffs.
Mr. Perez stated the reduction was approximately 13 percent, including
frozen positions. The City laid-off approximately seven to eight positions of
the 80 positions reduced.
Chair Burt asked if Staff planned to reassign employees.
Mr. Banks reported the Department was probably not able to accommodate
the two FTEs; during the pilot program, the FTEs were accommodated
though.
Mr. Perez suggested Staff leadership search
Departments for reassignment of the FTE’s.

for

positions

in

other

Chair Burt recalled Staff achieved reductions with minimal layoffs.
Mr. Perez indicated Staff would strive to do the same once results of the
pilot program were known.
Chair Burt was interested in a hybrid of Options Two and Three. He
assumed half of the street sweeping Staff was needed for irregular events.
He said one FTE and three outsourced employees was the ideal balance for
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handling irregular events while minimizing costs; perhaps Staff was able to
include that in their evaluation.
Mr. Bobel believed Staff would include that information because Staff wanted
to perform more analysis and include information from the pilot program.
The California Department of Transportation (Caltrans) contracted with the
City to sweep El Camino Real. If the City contracted street sweeping, it did
not need to contract with Caltrans to sweep El Camino Real. Staff was
reviewing compliance issues with the Caltrans contract. Street sweeping
was a measure in the required Storm Water Permit. In the commercial
areas, Staff ensured the City was meeting those requirements. Staff wanted
to return to the Committee with more information for outsourcing street
sweeping.
Vice Mayor Shepherd felt contracting with Caltrans increased staffing and
financial responsibilities.
MOTION: Vice Mayor Shepherd moved, seconded by Council Member
Schmid to direct Staff to 1) conduct a pilot program to modify sweeping
frequency of residential and light industrial routes from weekly service to biweekly service in the late spring through early fall 2013, 2) direct Staff to
finalize the cost savings analysis in the late 2013, allowing time to
implement Council-approved modifications and any resulting contracts in
Fiscal Year 2015.
Council Member Schmid was enthusiastic about the pilot program.
provided an opportunity to explore alternatives.

It

MOTION PASSED: 3-0, Berman absent
2.

Utilities Advisory Commission Recommendation that Council Adopt a
Resolution to Increase Water Fund Revenues by $2.4 Million per year
Effective July 1, 2013 and Amend Water Utility Rate Schedules W-1,
W-2, W-3, W-4 and W-7.

Eric Keniston, Resource Planner reported the two main cost drivers for rate
increases were Purchase Costs of water from Hetch Hetchy and Construction
Costs.
Purchase Cost estimates decreased over the prior year.
One
construction project scheduled for Fiscal Year (FY) 2013 was delayed to FY
2014, and projects were moved out in successive years. Because of these
changes, Staff predicted no rate increase in FY 2014, with reserves near the
minimum requirement. He noted that in FY 2015, the rate increase could
possibly be 16 percent. Staff suggested a seven percent rate increase in FY
2014 and FY 2015. In future years, construction costs were expected to
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remain relatively flat, while water supply costs were expected to increase.
With the return of Capital Improvement Program (CIP) funds in FY 2013, the
Rate Stabilization Reserves were at the upper end of the required level. If
costs and revenues remained in line with projections, the Rate Stabilization
Reserve was at the lower end of the required level. Overall rates increased
five to seven percent. The first rate tier increased by $0.45, and the second
rate tier increased by $0.52. Smaller customers saw a slightly larger bill
impact because of the increased monthly customer service charge. The bill
impact for a median customer was projected at 2.4 percent, or slightly less
than $6. In order to increase water rates by July 1, 2013, a notice needed
to be mailed out by the middle of April 2013. A public hearing for water rate
increases was scheduled for June 2013.
Council Member Schmid noted Hetch Hetchy rebuilding costs increased rates
for the next five years, and he wished to spread that among as many users
as possible. With more users using more water, the cost per unit was
expected to decrease. Instead, proposed rates were increasing, and the
burden fell more on the small residential user. He inquired why the small
users were paying more.
Debra Lloyd, Senior Resource Planner explained rates were driven by the
Cost of Service Model. The percentage increase was slightly larger for tier
one usage; however, the actual dollar impact was larger for tier two users.
Council Member Schmid believed conservation was taking place on the
residential side rather than the large commercial group.
Mr. Keniston did not see that level of conservation yet and said conservation
seemed equal across all groups.
Council Member Schmid asked why the small user had a higher percentage
increase.
Mr. Keniston indicated the meter charge was increasing by seven percent,
and that was a large component of the residential bill. For a commercial
customer, the fixed component was much smaller.
Chair Burt asked why the monthly service charge was increasing more for
small users.
Ms. Lloyd
comprised
increased,
There was

noted the fixed charge was based on meter size, and was
of a greater component of the total bill. When the fixed charge
it had a greater impact on the total bill for the smaller user.
a slightly higher percentage increase on tier one users. The ratio
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between tier one and tier two users was decreasing slightly with this rate
increase.
Chair Burt inquired whether the fixed charge was embedded in tier one
pricing or if it was a separate line item.
Ms. Lloyd indicated it was separate.
Chair Burt believed the public would find the rate per gallon a more useful
metric.
He requested an explanation for the Utility User Tax (UUT)
increasing by 3.6 percent, while the bill increase was 2.4 percent.
Mr. Keniston explained the UUT was five percent of electric, gas, and water
charges.
Chair Burt asked if electric, gas, and water rates were increasing by 3.6
percent.
Mr. Keniston stated they increased on an aggregate level by 3.6 percent.
Chair Burt inquired whether CIP costs would decrease because the
underground reservoir project costs were below budget.
Mr. Keniston reported quite a bit of funds remained from the reservoir
project, and those funds could be utilized for related projects.
MOTION: Vice Mayor Shepherd moved, seconded by Council Member
Schmid to accept the recommendation by Staff to 1) increase overall retail
water rates and annual revenues for the Water Fund by 7.0 percent, or $2.4
million per year, effective July 1, 2013; and 2) Amend Utility Rate Schedules
W-1, W-2, W-3, W-4, and W-7.
MOTION PASSED: 3-0, Berman Absent
3.

Cost of Service Study Follow Up

Lalo Perez, Administrative Services Director recalled the Finance Committee
(Committee) requested Staff return with samples. Staff expected to have a
report to the Committee by June 2013. The City utilized a multi-prong
approach to stabilize long-term financial viability. One prong was the Cost
of Services. Three components of Costs of Services were: 1) services with
associated fees; 2) services without fees; and 3) administration costs.
Gail Wilcox, Management Specialist said the report was one of three
analyses performed to determine the full cost of providing services. The
primary goals of this analysis was to calculate all direct and indirect costs of
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providing fee-related services, and to determine the cost recovery level
based on revenue generated from fees. The City retained MGT of America, a
firm used to assist with this analysis. The majority of data utilized in this
analysis was provided by Staff. The City had approximately 1,000 fees.
Staff expected to submit a full report to the Committee by the end of Fiscal
Year (FY) 2013. In FY 2012, $21.7 million was generated from user fees,
approximately 15 percent of all General Fund revenues. Planning and
Community Environment Department had fee revenue of $9 million, which
represented 42 percent of all fee revenues in FY 2012. Community Services
Department (CSD) generated fee revenues of $5.7 million. Of that amount,
$2.6 million in fees were generated from the Golf Program. Fire Department
fees generated approximately $5 million, approximately half of that from
paramedic fees. The Public Works Department generated fee revenues of
approximately $1 million.
The Police Department and all other fees
comprised the remaining $1 million of fee revenues. Overhead Costs were
also referred to as Indirect Costs. Indirect Costs were a significant factor in
the calculation of full costs. City-wide Overhead or Cost Plan Charges were
generally allocated to Centralized Administrative Support Departments.
There were no mandated methodologies for allocating City-wide Overheard
Costs. The State Controller and Federal Office of Management and Budget
indicated the methodology for allocating costs needed to reflect the benefit
the receiving department received. It was common practice for the Human
Resources Department costs to be allocated to the Operating Departments,
based on the number of Full-Time Employee (FTE) positions in the Operating
Department. Facility maintenance and Custodial Services provided by the
Public Works Department were allocated based on square footage of each
department. MGT's analysis incorporated a use allowance to capture the
costs of capital and fixed assets. Department and division overhead were
part of cost analysis. A productive hourly rate was utilized to recover the
cost of paid leave and other time when employees were not engaged in
delivering a particular service. Actual productive hours varied significantly
between each employee; therefore, MGT utilized 1,600 as an average
number of productive hours. The industry range was typically 1,500 to
1,700. MGT used two basic methodologies in the analysis. The first was the
top-down or program-level approach, which was almost universally used for
recreational programs. The second methodology was the bottom-up or feelevel approach. The program-level analysis was a combination of program
direct expenses, division overhead, department overhead, and City-wide
overhead.
Jeff Wakefield, MGT of America explained the bottom-up or fee-level
approach was used for the majority of Departments. The first steps were to
acquire the class of employee for each fee category, and then identify tasks
associated with each service. For each Staff member, MGT identified the
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average number of minutes involved in each task. This determined the
estimated time for each fee category. The time figures were applied against
the fully burdened labor rates. The product of the average time multiplied
by the fully burdened labor rates resulted in the summary figures.
Ms. Wilcox stated Staff provided general information and recommendations
for new or changed fees so that the Council was able to set policy. Staff
conducted a survey of similar fees charged in eight surrounding cities, and
would provide that information.
CSD was collecting utilization data
regarding the number of patrons, a breakdown of resident versus nonresident usage, and comparable facility rental rates.
Council Member Schmid inquired whether the only State mandate was not to
charge more than 100 percent of costs without community election.
Mr. Wakefield answered yes.
Council Member Schmid inquired whether the Council could set fees between
0 and 100 percent at its discretion.
Ms. Wilcox responded yes.
Council Member Schmid noted the
substantial numbers.
The ratio
interesting. He asked if Staff was
decision regarding services with no

Indirect Cost was the major change with
of Direct Costs to Indirect Costs was
requesting that Council make an explicit
fees.

James Keene, City Manager stated the Council would make an informed
choice regarding use of a standard or custom fee’s. Staff needed to provide
more clarity regarding costs and revenue. The Council had discretion to
determine who paid or how the City collected revenue.
Council Member Schmid inquired whether the Council received an analysis
point for each fee.
Ms. Wilcox reported that for the program-level analysis, CSD produced one
analysis for each program. Staff then presented a summary worksheet
indicating the current fee, total costs, total revenues, and cost recovery
amounts. MGT made a recommendation in terms of industry standards.
Council Member Schmid inquired whether Staff was reviewing the fee
schedule for CSD only, or were they reviewing the whole fee schedule.
Ms. Wilcox answered the whole fee schedule.
Council Member Schmid asked if analysis included everything.
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Ms. Wilcox responded correct.
Council Member Schmid noted service providers could question whether they
were receiving value for all the Indirect Costs, and asked if the City was
providing them with an option for outsourcing.
Mr. Perez believed if the City provided a good service, then the demand
would be there. The process demonstrated the level of recovery, which
Indirect Costs included, variations of methodology, it showed who benefited
from services, who paid for services, it included additional methods to
deliver services, levels of service, creation of efficiencies, and opportunities
for public-private partnerships and regionalization.
Staff recommended
some type of outreach, which included surveys.
Council Member Schmid noted that Golf and Aquatics Departments had high
recovery rates, which were characterized by outsourcing and hourly workers.
He was startled to see that the rate of productive hours was assumed at
1,600 hours. He assumed that in outsourcing services, Staff looked for
higher rates of productive hours from contractors.
Mr. Perez found that to be the case when outsourcing services at the Golf
Course. It depended on the contractor's structure with regard to benefit
packages. The number of productive hours ranged from 1,500 to 1,700.
Council Member Schmid assumed the number of productive hours was much
higher in the private sector.
Mr. Wakefield had no specific knowledge regarding contractors.
excluded holiday time, sick time, vacation time, breaks, and leave.

MGT

Council Member Schmid clarified 1,600 productive hours was assumed for
public sector employees.
Vice Mayor Shepherd asked if the example of the Golf Course was a topdown approach.
Mr. Wilcox reported City-wide Overhead was allocated to the Departments
by different methodologies depending on the Department. If the Golf
Course represented a total of 6.67 percent of all direct expenses for CSD,
then it received 6.6 percent of City-wide Overhead allocated to CSD.
Vice Mayor Shepherd suggested all costs of the Administrative Services
Department (ASD) and the City Manager's Office be completely expensed
across all services at the allocated percentage.
Mr. Keene presumed the analysis utilized 2,080 hours.
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Vice Mayor Shepherd indicated hours started at 2,080, and then leave was
subtracted.
Mr. Keene stated many employees did not work 2,080 hours; therefore, the
overheard rate was undercharged.
Vice Mayor Shepherd believed residents paying for services with cash
subsidized residents paying with credit cards, and inquired whether the City
had a surcharge for use of credit cards.
Mr. Perez reported State law did not allow the City to implement a surcharge
for credit card use.
Vice Mayor Shepherd asked if that law pertained to municipalities only, and
asked if the City could implement a cash discount.
Mr. Perez stated the law was a municipality restriction. Staff was reviewing
other modes of payment that potentially lowered the cost. Technology was
available; however, vendors and users had to participate.
Vice Mayor Shepherd inquired whether the cost for pensioners was included
in the expense for each Department.
Mr. Perez responded yes. The recommended methodologies for Council
consideration accounted for those types of expenses. There were conflicting
impacts as a result of a particular methodology, and Staff discussed that
when making recommendations to full Council.
Vice Mayor Shepherd indicated
methodology service-by-service.

the

Council

would

need

to

review

Mr. Perez reported similar situations occurred under the old formula.
Vice Mayor Shepherd stated ASD had a multiplier effect based on all
activities.
Mr. Perez noted the City reduced Staff as it moved from purchase requests
to procurement cards.
Lighter workloads had impacts throughout the
administrative departments.
Vice Mayor Shepherd was unsure how to navigate an increase of Staff to
support new services. The Council deliberately added services that gave
value to the community, but needed an analysis of when a new service
required more Staff.
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Mr. Perez reported Staff's goal was to identify issues and concerns as they
surfaced. He viewed the process as continual because Council could move in
a different direction then was recommended by Staff.
Vice Mayor Shepherd inquired whether the Committee would be utilizing the
information to make difficult Budget decisions.
Mr. Keene reported sorting the status quo versus reducing costs or raising
revenue would be challenging. It was good government to pursue this
information. The question of what to do with the information remained.
This sort of information was valuable in budget discussions and informed a
continuous improvement process. It allowed the Council to deepen review
and to inform potential changes. He suggested that Council review a few
services each year for deeper discussion.
Mr. Perez also believed it was good governance to reassess and understand
the City's portfolio of services. He thought this exercise could inform policy
decisions.
Mr. Keene felt the analyses informed continuous improvement of services
and efficiencies.
Vice Mayor Shepherd asked when the Committee would be reviewing the
information.
Mr. Perez reported the Committee could review analyses in May 2013, but
mostly likely Staff would wait to present the completed study.
Vice Mayor Shepherd liked the concept of reviewing Overhead Costs because
reducing Overhead Costs for services decreased subsidies.
Chair Burt stated performing analysis required time and costs. He inquired
whether there was any value in performing both bottom-up and top-down
analyses to allow comparison of outcomes.
Mr. Wakefield indicated it was very difficult to perform a top-down analysis
on all fees, and said it would probably quintuple the amount of time he used.
Chair Burt clarified he meant performing both analyses on a small sample of
services.
Mr. Wakefield said he had not performed that exercise but said the general
wisdom in the industry was that the bottom-up method was used for most
fee-related services provided and offered more accuracy.
Whenever
possible, MGT utilized the bottom-up analysis.
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Chair Burt was interested in another point of comparison between other
cities. This information was a method for informing decisions and increasing
transparency and deliberateness.
Ms. Wilcox reported there were not many similar comparisons among cities
because cities bundled services differently.
Chair Burt asked how much of City outsourcing was paid by the hour and
how much was paid based on performance.
Mr. Perez said there was a hybrid because Custodial Services had hourly
rates; whereas, for Parks, there was a mixture.
Chair Burt believed the City was not concerned with how many hours were
required to provide a certain quality of service. The City wanted highly
productive contractors who met performance standards.
Mr. Perez noted a good example was refuse collection.
Robert De Geus, Division Manager reported Golf Course contracts contained
performance standards and expectations that required a minimum number
of maintenance Staff.
Chair Burt inquired whether Staff would be concerned if a contractor met
performance standards while utilizing fewer people.
Mr. De Geus indicated Staff was concerned primarily with performance;
however, having managed the Golf Course in-house, Staff wanted to
understand how the contractor could do the work with fewer employees.
Chair Burt stated Staff wanted the contractor to be transparent about how it
intended to meet performance goals, but Staff did not want to stipulate that.
Mr. De Geus agreed.
Chair Burt indicated Staff would scrutinize whether a contractor had a good
plan, but would not manage the plan or determine it in advance. He
suggested a Study Session regarding best practices in competitiveness.
Mr. Keene noted managed competition was the state-of-the-art term for that
process.
Vice Mayor Shepherd did not believe the Committee requested Staff to
change its methodology for analyses.
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Chair Burt reported the information was a tool for informing decisions. He
wanted to make that clear so there were not a variety of expectations as to
how the information was used.
NO ACTION REQUIRED
Break from 9:05 to 9:13
4.

Fiscal Years 2013 to 2023 Long Range Financial Forecast (Continued
From March 5, 2013)

Lalo Perez, Administrative Services Director wanted to provide Staff with
feedback to the Finance Committee's (Committee) comments at the end of
the prior discussion, and to receive input for discussion with the Council.
The Mayor indicated he wanted the Long Range Financial Forecast (LRFF) to
be an Action Item on the Council Agenda. The first comment concerned tax
revenue associated with hotels currently under construction, and earmarking
those funds as revenue streams for infrastructure expense; He said Staff
could include that in the LRFF. The second comment concerned calculating
the pension savings from the third tier pension benefits. Staff suggested
hiring an actuary firm to assist in calculating those savings because the
alternative scenario contained an approximate $50 million impact between
the years of 2017 and 2023. He remarked that the $50 million impact
should be offset by savings. The third comment requested further
clarification on the CalPERS pension rate estimates included in the base
model. Staff suggested utilizing the actuary firm to validate their application
of the CalPERS estimates. With regard to the fourth comment from the
previous meeting, Staff requested clarification. With regard to the fifth
comment, Staff was comfortable with their estimates for sales and
Documentary Transfer Taxes. If the Committee had concerns, Staff would
note them in documentation to the Council and in the model.
Chair Burt indicated the Committee needed to decide whether to make the
first comment a recommendation to the Council.
MOTION: Vice Mayor Shepherd moved, seconded by Council Member
Schmid to have Staff put the related tax revenue associated with hotels
currently under construction in the Long Range Financial Forecast.
Chair Burt noted the comment also contained a provision to earmark
revenue streams for infrastructure expense.
Vice Mayor Shepherd did not want to earmark revenue for infrastructure
expense.
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Council Member Schmid did not recommend earmarking funds at this time.
Chair Burt wanted to earmark funds for infrastructure.
needed a Motion.

He asked if Staff

James Keene, City Manager suggested the Committee move the separate
items.
MOTION RECAPPED: Vice Mayor Shepherd moved, seconded by Council
Member Schmid to include Transient Occupancy Tax for hotels currently
under construction in the Long Range Financial Forecast.
SUBSTITUTE MOTION: Council Member Burt moved to have Council
consider earmarking revenue streams for infrastructure expense.
SUBSTITUTE MOTION FAILED DUE TO LACK OF A SECOND.
Vice Mayor Shepherd did not object to the Committee asking the Council to
hold a policy discussion regarding earmarking funds.
Chair Burt inquired whether the City had other definable new revenue
sources.
Mr. Perez could not recall any new revenue sources.
implied such as the Utility Users Tax (UUT).

There were some

Chair Burt stated a change in the Cubberley lease could be a new revenue
source.
Vice Mayor Shepherd reported discussion from the Infrastructure Committee
meeting indicated a bond may not be needed.
Chair Burt suggested the Finance Committee recommend that full Council
consider whether discrete new revenue streams needed to be earmarked for
specific purposes such as infrastructure.
Vice Mayor Shepherd requested Chair Burt make a suggestion that was
separate from the Motion to prevent confusion.
Chair Burt agreed.
MOTION PASSED: 3-0, Berman Absent
MOTION: Council Member Burt moved, seconded by Vice Mayor Shepherd
that the Finance Committee recommend the Council hold a discussion on
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whether discrete new revenue streams be identified for specific purposes,
such as infrastructure use.
Council Member Schmid felt the Motion was a policy change when the
Committee was considering amendments to the LRFF.
Chair Burt explained potential new revenues would have a multi-year impact
on the LRFF.
Council Member Schmid believed defining new revenue sources
infrastructure was separate from review and approval of the LRFF.

for

Chair Burt stated budgeting one or two new revenue streams was a part of
the LRFF.
Vice Mayor Shepherd indicated a Committee could hold a broader discussion.
She wanted the Infrastructure Committee to develop new revenue streams;
however, she thought this would be a good conversation for the Council.
MOTION PASSED: 2-1, Schmid no, Berman absent
Chair Burt recalled the next topic was calculation of the pension savings for
third tier employees. Staff wished to hire an actuary. He inquired whether
Staff needed a Motion for Staff to hire an actuary.
Mr. Perez answered no and said hiring an actuary was within the City
Manager's authority.
Vice Mayor Shepherd inquired whether this work was within the scope of
work for Bartel Associates.
Mr. Perez replied no. The previous work was regarding retiree medical.
Vice Mayor Shepherd asked if this work could be added to Bartel Associates'
scope of work for the next cycle.
Mr. Perez reported the City had not engaged Bartel Associates for pension
services. Given the significant impact of Staff estimates, it was beneficial for
an actuarial firm to validate Staff's calculations.
Vice Mayor Shepherd wanted to understand the importance of the
information at the current time.
Mr. Perez felt it was important because Staff wanted to ensure they were
making sound decisions based on sound information and said data was
based on actual demographics; however, some assumptions were based on
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California Public Employees' Retirement System (CalPERS) experience. He
said a pattern could develop in the next five to ten years that would shift
because the City will have savings from new employees moving into the
third tier.
Vice Mayor Shepherd wanted to ensure Staff worked efficiently.
Chair Burt clarified that the actuary would project the number of employees
in the third tier and the point in time that would impact City liabilities.
Mr. Perez reported the actuary would make assumptions regarding
employees' retirement dates and the likelihood of employees being in tier
two, versus being in tier three.
Chair Burt inquired if the impact was many millions of dollars.
Mr. Perez answered yes. The unknown factor was when the impact would
occur.
Chair Burt acknowledged that the actuary could only provide a best
estimate. At the current time Staff did not include any estimate, and it was
a significant change.
Mr. Perez indicated Bartel Associates performed the same analysis for other
agencies.
Council Member Schmid stated the difference between tier two and tier three
was savings; however, CalPERS reform opened the possibility of losses for
the City.
Mr. Perez explained the two percent at age 60 could move to 2.418 percent
at age 63. In tier three, a cap on the maximum pension allowance an
employee could earn was tied to the Social Security limit. The question was
how many employees would go to in tier two.
Chair Burt stated the Committee did not need to take action on the request
to hire an actuary, and continued to the third topic.
Mr. Perez reported Staff was comfortable with their estimates. He said an
actuary could validate those estimates to ensure Staff's calculations were
sound.
Vice Mayor Shepherd said she had no confidence in CalPERS' rate of return.
She hoped the LRFF would include the effect of each 1/4 percent rate
change.
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Chair Burt did not believe this was a point of contention.
Mr. Keene indicated Staff could include a note and some calculations in the
LRFF.
Vice Mayor Shepherd wanted to ensure that was included.
Chair Burt indicated the third topic required no action by the Committee.
With regard to the fourth topic, he was concerned about projecting the prior
anticipated utility increases for the future.
While capital expenditures
continued to increase for various utilities, the commodity costs on gas and
electric might not rise at historic rates. Experts in the industry were
reexamining those historic trends and escalations, and suggesting the
escalations may not occur at the same rate.
Renewables and nonrenewables were experiencing market changes, which could be new trends.
He requested Staff discuss with Utilities Staff any anticipated trends that
should be factored in.
Mr. Perez indicated Staff would do so.
Council Member Schmid agreed that Staff should review that.
Vice Mayor Shepherd noted Utilities did not provide the majority of
revenues.
Chair Burt inquired whether the Report included a breakdown of revenues
from different streams.
Joe Saccio, Assistant Director of Administrative Services reported the last
LRFF included a compound annual growth of approximately 2.9 percent for
UUT. The historical 20-year compound annual growth was 3.8 percent, and
the prior ten years was 5.3 percent.
Chair Burt suggested the adjustment was included.
Mr. Saccio noted Staff had lowered the projected annual growth. It was
incumbent on Utilities to explain their forecasts in terms of prices of
commodities and capital.
Chair Burt inquired about the percentage of the Budget.
Vice Mayor Shepherd stated the sales tax had been erratic.
Chair Burt recalled the final topic was long-term projections for sales and
Documentary Transfer Taxes.
The concern was that the 20-year
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compounded growth was 2.07 percent, the 10-year compounded growth was
one percent, and the forward projection was 3.38 percent for sales tax.
Mr. Saccio explained Staff reviewed the forecast and assumptions. Those
were reasonable growth rates for the next few years. Comparing the four
quarters of calendar year 2012 to the four quarters of calendar year 2011
resulted in a 12.4 percent increase.
Chair Burt felt that information was not relevant in projecting a 10-year
forecast. He requested Staff's rationale for projecting 3.4 percent growth
when the prior growth was only one or two percent.
Mr. Saccio said Staff considered the first couple of years when preparing the
LRFF.
Chair Burt indicated the LRFF did not appear to include a recession.
Mr. Saccio recalled the Committee's prior instructions were to review the
prior 20 years and include all the recessions in those 20 years in order to
determine a rate of growth.
Chair Burt asked how Staff moved from 2.0 percent growth to a projected
3.38 percent growth.
Mr. Perez reported Staff was comfortable with the projected growth for the
next five years. Staff reviewed the final five years, and either made
adjustments or stated the Committee was uncomfortable with Staff's longterm projections for sales tax.
Council Member Schmid felt the general economic outlook as stated on
pages three and four was optimistic. He thought it would be good to have a
section about persisting economic problems.
Vice Mayor Shepherd inquired whether Staff relied on any new source of
sales tax.
Mr. Saccio responded no and said the Amazon tax would go to the
jurisdictions where warehouses were located.
Vice Mayor Shepherd indicated the Amazon tax would be ZIP code specific,
and was projected to provide $2.5 billion to the State of California.
Mr. Saccio stated the State of California would receive its share of the sales
tax, but the one percent of sales tax for local jurisdictions went to the local
jurisdictions where the Amazon warehouse is located.
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Vice Mayor Shepherd asked if the City would receive funds from the Amazon
sales tax.
Mr. Saccio replied no. Staff relied on sales tax from Hewlett Packard;
however, that had not occurred.
Vice Mayor Shepherd inquired whether Staff could resolve the higher
projection for sales tax.
Mr. Perez stated Staff would review the second of the five years of the LRFF
and would provide more detail. If Staff did not change their opinion, they
needed to provide an explanation.
Vice Mayor Shepherd asked if Staff preferred to present the LRFF to the
Council or if they preferred returning to the Committee.
Mr. Perez suggested that was preferable in light of Budget hearings
beginning in May.
Mr. Saccio noted that the major taxes over the past five years had a
cumulative growth rate of 4.1 percent. The forecast contained 4.2 percent
growth.
Every year some taxes did not meet projections and others
exceeded projections. In totality, projections were close to the trend in
historical growth.
Chair Burt stated the LRFF should be as close to correct as possible. The
Amazon issue raised the question of how much Staff considered trends of
internet sales and their impact on 10 and 20-year trend. He noted that
changes in tax law could change that.
FUTURE MEETINGS AND AGENDAS
Lalo Perez, Administrative Services Director noted there was not a meeting
on April 2, 2013. The Agenda for the meeting on April 16, 2013 included
Recommendations for Community Development Block Grants (CDBG), Golf
Course Reconfiguration, the Wastewater Collection Utility Financial
Projection, the Electric Utility Financial Projection, the Gas Utility Financial
Projection, Fiber Optic Fund Financial Projection, and the Annual Rate
Schedule Increase for Storm Drains. He noted that the Finance Committee
should consider beginning its meeting at 6:00 P.M. to cover all items.
Chair Burt stated the April 16, 2013 meeting would be a Special Meeting
beginning at 6:00 P.M.
Vice Mayor Shepherd suggested sending a letter to State Representatives
explaining there was no Amazon sales tax that affected Palo Alto.
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Mr. Perez said he would refer that to the City Manager's Office because there
was a concern that Community Development Block Grant funding could be
eliminated.
4/2/2013 - canceled
4/16/2013
ADJOURNMENT: Meeting adjourned at 10:01 P.M.
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(ID # 3900)

Finance Committee Staff Report
Report Type: Action Items

Meeting Date: 9/17/2013

Summary Title: Cost of Services Study
Title: Cost of Services Study - Draft Report
From: City Manager
Lead Department: Administrative Services
Recommendation:

Staff recommends that the Finance Committee:

1) Accept this report and MGT’s draft report
2) Provide input on user fee cost recovery policy considerations
3) Direct Staff to bring forward to the City Council in November a draft user fee cost recovery
policy, which will guide the development of the FY 2015 Proposed Municipal Fee Schedule

Executive Summary:
As reported at the July 2012 and March 2013 Finance Committee Meetings, the City hired a consultant
to assist the City with a Cost of Services Study. This report transmits MGT’s draft report, recommends
considerations for a user fee cost recovery policy, responds to previous Finance Committee information
requests, and outlines next steps in the Cost of Services Study.

Background:
Propositions 13, 218 and 26 have placed both substantive and procedural limits on cities’ ability to
impose fees and charges. Collectively these constitutional amendments provide safeguards against
taxes being imposed without a vote of the people. Proposition 26 contains a more general articulation
of the cost of service principle and includes a requirement that the local government bear the burden of
proof that “a levy, charge, or other exaction is not a tax, that the amount is no more than necessary to
recover the reasonable costs of the government activity, and that the manner in which those costs are
allocated to a payor bear a fair or reasonable relationship to the payor’s burden on , or benefits received
from, the governmental activity.” (Cal. Const. art. XIII C, § (e).). It is important to note that rental
charges for rooms or facilities, fines, penalties and late charges are not technically user fees and are not
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required to be based on actual costs. Instead, these types of charges are more typically governed by
market rates, reasonableness and other policy driven factors.

As discussed at the July 2012 and March 2013 Finance Committee meetings, the City retained the
services of MGT of America (“MGT”) to assist staff in determining the full cost of providing General Fund
services for which fees are charged based on FY 2012 actual data. User fees, permits and rental charges
generated approximately $22.2 million in fiscal year 2012, which was approximately 15 percent of total
General Fund revenues. The following is a breakdown of General Fund fee revenues by department:


Planning and Community Environment (PCE)

$9.0 million



Community Services Department (CSD)

$6.2 million



Fire Department

$5.0 million



Public Works

$1.0 million



Police/Animal Services

$0.7 million



All Other

$0.3 million

In March 2013, staff presented an overview of the methodology MGT used for this analysis to the
Finance Committee along with examples of specific fee calculations (link to report:
https://www.cityofpaloalto.org/civicax/filebank/documents/33539). MGT’s fee analysis, which follows
best practices, assesses the staff time worked and the staff’s hourly cost of providing a particular service
such as processing a permit or inspecting a fire sprinkler system. Then, indirect expenses are added to
recover costs for departmental administrative support, city-wide support department costs, and
compensated absences.

Discussion:
This section of the report provides a summary of the draft MGT report, recommends policy
considerations for a forthcoming User Fee Cost Recovery Policy, and responds to previous Finance
Commmittee information requests.

MGT Report
Attachment A is MGT’s draft report dated August 1, 2013. MGT’s report was based on FY 2012 actual
data. Given the actual FY 2012 activity level, fee charged, and cost, the report provides the various costrecovery levels for fees and General Fund subsidies related to Public Works (Engineering), Police, Animal
Services, Fire (except for Emergency Medical Reponse activities), and Community Services. It does not
include the fee calculations for the Planning and Community Environment (PCE) Department as well as
some development related fees charged by other departments. Currently, these services are provided
by staff in PCE, Fire, Public Work and Utilities and, as such, costs related to these services are being
incurred in a multitude of cost centers across departments. The analysis of these services will be
completed once the cost for Development Services activities is analyzed in each affected department.
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Any changes resulting from this analysis will be brought forward to the Finance Committee as part of the
FY 2015 Proposed Budget process.

Overall, MGT’s analysis indicates that the City recovered approximately 35 percent of the full cost of
providing fee related services in FY 2012 for the departments mentioned above. Thus, the City’s
General Fund subsidized 65% percent, or approximately $20 million, of the cost of these services. As
expected, cost recovery levels varied quite a bit between departments and programs. Based on that
analysis, MGT also identified that 34 of the approximately 650 fees analyzed generated a cost recovery
level above 100%. In order to ensure that the City does not charge users fees with a cost recovery level
above 100% based on estimated FY 2014 activity levels, adopted fees, and budgeted costs, staff is in the
process of reviewing these fees.. Staff intends to return to the Finance Committee in November if this
analysis indicates reductions to FY 2014 Adopted Fees are required to bring them to a 100% cost
recovery level.

Fees Charged in Other Cities
Staff reviewed fees charged by seven other cities (Mountain View, Sunnyvale, Cupertino, Menlo Park,
Santa Clara, San Mateo and Fremont) in order to understand how Palo Alto’s fees place in comparison to
these agencies (see Attachment B). It is important to note that conclusions that can be drawn from
comparisons of fee levels across the surveyed cities are fairly limited due to agencies’ differences in
defining and structuring their respective fees. For example, certain services included in fees may be
combined in some cities but separated in others; fees in other cities may be based on historical or other
subjective factors unrelated to costs; and fees are also affected by differences in cost factors such as
cost allocations of indirect support costs, employee benefit costs, and service efficiencies (the overall
time necessary to complete a particular service or activity).
User Fee Cost Recovery Policy Considerations
MGT’s report also includes policy considerations for setting cost recovery levels. Based on MGT’s report
and a review of other cities’ User Fee Cost Recovery policies, the following policy considerations are
presented to the Finance Committee for discussion. Based on the Committee’s review and discussion,
staff recommends presenting a draft User Fee Cost Recovery policy to the City Council in November.
Such a policy will then inform the development of the FY 2015 Proposed Municipal Fee Schedule.

1. Community-wide vs. Private Benefit: The use of taxpayer dollars is appropriate for services that
benefit the community as a whole such as police patrol services. When the service or program
provides a benefit to specific individuals or groups such as the issuance of building permits, it is
common for the individual(s) receiving that benefit to pay for all of the cost of that service.
2. Service Recipient vs. Service Driver: The concept of the service recipient vs. service driver is
particularly important for regulated activities such as development review and Police issued permits.
Although the community primarily benefits, 100% cost recovery from the “driver“ of the need for
service is appropriate such as a building permit or a Massage establishment permit applicant.
3. Consistency with City Goals and Policies: City policies and Council goals related to the community’s
quality of life may also be factors in setting cost recovery levels. For example, fee levels can be set
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to promote healthy habits, facilitate environmental stewardship, or discourage certain actions (e.g.
false alarms).
4. Elasticity of Demand for Services: The level of cost recovery can affect the demand for services. A
higher level of cost recovery could ensure the City is providing services such as recreational classes
or summer camps for children and youth for without overly-stimulating a market by artificially low
prices. Such low prices, which are a reflection of a high General Fund subsidy, may attract
participants from other Cities. It should be noted, that the current Municipal Fee Schedule for
recreational services includes a lower rate for Palo Alto residents than residents living outside of
Palo Alto. However, high cost recovery levels could negatively impact the demand for such services
to low income individuals, children, or seniors.
5. Availability of Services from the Private Sector: High cost recovery levels are generally sought in
situations where the service is available from other sources in order to preserve taxpayer funds for
core City services. Conversely, services that are not available from other sources and are typically
delivered when residents experience an emergency basis typically have low or zero cost recovery
levels.
Based on these policy considerations, the table below overlays certain cost recovery levels grouped in
low (0-30%), medium (30.1% to 70%), and high (70.1% to 100%) cost recovery percentage ranges. It is
important to note that these groupings provide guidance and are not absolute. Some policy
considerations may weigh more heavily than others, which will be considered in the development of the
FY 2015 Proposed Municipal Fee Schedule. For example, fees for recreational activities should be set in
general at the Medium cost recovery level. However, fees for seniors or low income residents may be at
the low cost recovery level. Alternatively, permits and development activity should be set at close to
100% cost recovery level.
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Cost Recovery
Levels

Cost Recovery
Percentage Range

Low

0% - 30%

Policy Considerations


No intended relationship between the amount paid and the
benefit received



Fee collection would not be cost effective and/or would
discourage compliance with regulatory requirements



No intent to limit the use of the service



Public at large benefits even if they are not the direct users
of the service



Affordability of service to low-income residents
Services having factors associated with the low and high
cost recovery levels
Individual users or participants receives most or all of the
benefit of the service

Medium

30.1% - 70%



High

70.1% - 100%




Other private or public sector alternatives provide the
service



The use of the service is specifically discouraged



The service is regulatory in nature

With the exception of fees for classes offered through the Community Services Department (CSD), the
City currently has no formal policies in place governing cost recovery targets for user fee services. The
CSD’s class cost recovery guidelines are included in Attachment C. They are consistent with the policy
considerations recommended and overlay a process for continuously evaluating the programs offered
by CSD. However, CSD’s full costs and cost recovery factors have not been updated in six years. Once
the Committee has provided input to the User Fee Cost Recovery Policy considerations, staff will review
the attached CSD Class Cost Recovery Policy and bring forward recommendations for City Council
consideration, as necessary.
Since demand for services are factors to consider when evaluating fees charged by the Community
Services Department, the Finance Committee asked staff to provide utilization data for these programs
where available. Attachment D includes that data as well as information CSD staff compiled related to
facility rental rates. The utilization data reflects FY 2012 actual usage while the facility rental rates
represent charges as of spring 2013.

Resource Impact:
As discussed, based on FY 2012 data, MGT identified that 34 of the approximately 650 fees analyzed
generated a cost recovery level above 100%. In order to ensure that the City does not charge users fees
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with a cost recovery level above 100% based on estimated FY 2014 activity levels, adopted fees, and
budgeted costs, staff is in the process of reviewing these fees. Staff intends to return to the Finance
Committee in November if this analysis indicates reductions to FY 2014 Adopted Fees are required to
bring them to a 100% cost recovery level. Any such reduction in fees may result in downward
adjustments to the FY 2014 fee revenue estimate.
Once the City Council approves the User Fee Cost Recovery Policy, staff will develop the FY 2015
Proposed Municipal Fee Schedule. Depending on the approved policy and the FY 2015 Base Budget
expenditures for activities related to Municipal Fees, the estimated fee revenue for FY 2015 may
decrease, increase, or remain approximately equivalent to the FY 2014 estimated fee revenue level.

Next Steps:
As mentioned in this report and previous Committee reports, by the end of the calendar year and fiscal
year, staff has to accomplish several milestones related to the Cost of Services Study.
Review of certain FY 2014 Adopted Fees
MGT’s methodology for assessing the cost related to Municipal Fees is rather complex. Therefore, staff
from the Office of Management and Budget (OMB) developed a simpler, albeit still labor intensive,
process to collect cost information and estimated fee activity levels from departments. Additionally,
indirect expenses are added to recover costs for departmental administrative support, city-wide support
department costs, and compensated absences. This cost assessment will not include costs for using City
facilities, since such a methodology still requires further analysis. This methodology will be used to
review these FY 2014 Adopted Fees, which have been identified in MGT’s report with a higher than
100% cost recovery level based on FY 2012 actual data. If this review determines that FY 2014 Adopted
Fees are above full cost-recovery levels, staff will bring forward recommendations to adjust these fees
downward in November 2013.
User Fee Cost Recovery Policy
Based on input from the Finance Committee, staff recommends bringing forward to the City Council a
User Fee Cost Recovery Policy. This policy will guide and inform the development of the FY 2015
Proposed Municipal Fee Schedule. As part of the transmission of the FY 2015 Municipal Fee Schedule,
staff intends to present to the City Council the cost recovery percentages for fees and/or group of fees.
Due to the changing benefits structure of classic versus new employees, staff intends to analyze the cost
for fee activities annually and set fees in accordance with the forthcoming User Fee Cost Recovery Policy
as part of the annual budget process. Once the User Fee Cost Recovery Policy is approved by the City
Council, the Community Services Department Class Cost Recovery Policy will be reviewed and updated.
Cost of Services Studies for Internal Support Functions
As presented in the March 2013 Finance Committee Meeting report, staff has been reviewing internal
support functions to more effectively provide such services to direct services departments such as Public
Safety, CSD, or Utilities. Since the majority of internal support functions are either mandated by law
(e.g. financial reporting in accordance with Generally Accepted Accounting Principles) or rather complex
in comparison to similar private sector activities (e.g.: benefits and payroll for various employee groups
with different special pay and benefit levels within the employee groups), the initial review has not led
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to further analysis yet. Staff intends to continue the analysis and present the findings to the Committee
by the end of the calendar year.

Attachments:


Attachment A: MGT's Palo Alto User Fee Report



Attachment B: Seven Cities Fee Comparison (PDF)



Attachment C: Community Services Department Class Cost Recovery Policy



Attachment D: Cost of Services
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(PDF)

(PDF)

(PDF)
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EXECUTIVE SUMMARY
Introduction
MGT of America (MGT) is pleased to present the City of Palo Alto (City) with this summary of findings for the user fee study.
The City has not undertaken a comprehensive analysis of its user fees since the 2002/03 fiscal year. Since that time, the City has adjusted fees on an
annual basis, largely via a CPI adjustment factor. The City is now interested in knowing the current full cost of providing user fee-related services,
and exploring the options of modifying current fees to better reflect Council priorities. In 2012, the City contracted with MGT to perform this cost
analysis using fiscal year 2012 expenditures, staffing and operational information. MGT was also tasked with recommending fee adjustments for each
department based on industry best-practices.
This report is the culmination of the past fifteen months of work between MGT and City management and staff. MGT would like to take this
opportunity to acknowledge all management and staff who participated on this project for their efforts and coordination. Their responsiveness and
continued interest in the outcome of this study contributed greatly to the success of this study.

Study Scope and Objectives
This study included a review of fee-for service activities within the following departments/divisions:
Public Works (Engineering)
Police
Animal Services
Fire
Community Services
At the request of the City, the analysis of fees charged by the Planning and Community Environment (PCE) Department and other development
related fees was deferred pending a comprehensive review of all costs related to development services. Currently, development related services
are provided by staff in the PCE, Public Works, Fire and Utilities Departments. Once all development related costs are consolidated into one
budget, the full cost of development services will be determined.
The study was performed under the general direction of the Office of
Management and Budget with the participation of representatives from each department. The primary goals of the study were to:
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 Define what it costs the city to provide various fee-related services.
 Recommend fee adjustments based on industry best practices, practices of comparable agencies and MGT’s professional opinion.
 Develop revenue projections based on recommended increases (or decreases) to fees.
 Compile information regarding fees charged by the following neighboring cities:
Cupertino, Fremont, Menlo Park, Mountain View, San Mateo, Santa Clara and Sunnyvale.
 Provide user fee models and templates to City staff enabling staff to update the study results in future years and incorporate new fees as
they occur. The industry standard is to conduct a comprehensive review of fees every three to five years and make annual adjustments
based on an inflation index. However, given the increasing cost of public sector employee benefits, agencies may incorporate those cost
increases into the annual fee adjustments.
The information summarized in this report addresses each of these issues and provides the City with the tools necessary to make informed
decisions about any proposed fee adjustments and the resulting impact on general fund revenues.
The following is a list of legal, economic and policy issues that governmental agencies typically take into consideration when determining cost
recovery levels.

 State Law – In California user fees are limited to the “estimated reasonable cost of providing a service” by Government Code section
66014(a) and other supplementary legislation. Proposition 26 was approved by California voters in November of 2010 and clarified which
charges are considered user fees and which are considered taxes. The significance of this distinction is that user fees may be raised by
Council action up to the limit of actual cost, whereas taxes may not be increased without a majority vote of the public. None of the fee
adjustments recommended by MGT are considered taxes per Proposition 26 guidelines. It should be noted that fees charged for the use of
government property are exempt from Proposition 26. These include fees for parks and facility rentals as well as green fees, cart and other
equipment rental fees for golf services. All of these fees may be set at any price the market will bear.
 Economic barriers - It may be a desired policy to establish fees at a level that permits lower income groups to use services that they
might not otherwise be able to afford.
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 Community benefit - If a user fee service benefits the community as a whole to some extent, it is appropriate to subsidize a portion of
the fee. Many community services fees have very moderate cost recovery levels. Some programs are provided free of charge or for a
minimal fee regardless of cost. Youth and senior programs tend to have the lowest recovery levels (15%-50%). Miscellaneous classes tend
to have the moderate cost recovery levels (50%-85%) and adult sport programs typically have higher cost recovery levels (60%-100%).
 Private benefit – If a user fee primarily benefits the fee payer, the fee is typically set at, or close to 100% full cost recovery. Developmentrelated fees generally fall into this category, however exceptions are sometimes made for services such as appeal fees or fees charged
exclusively to residential applicants.
 Service driver - In conjunction with the third point above, the issue of who is the service recipient versus the service driver should also be
considered. For example, code enforcement activities benefit the community as a whole, but the service is driven by the individual or
business owner that violates city code.
 Managing demand - Elasticity of demand is a factor in pricing certain city services; increasing the price may result in a reduction of
demand for those services, and vice versa. For most cities recreation services are highly elastic. Due to Palo Alto’s demographics, this may
not necessarily be the case for Palo Alto’s recreational programs. It should be noted that Palo Alto provides a much wider array of services
to its community than are found in other cities. Consequently, a significant number of non-residents participate in Palo Alto’s recreational
programs and services.
 Competition - Certain services, such as recreation classes, may be provided by neighboring communities or the private sector, and
therefore demand for these services can be highly dependent on what else may be available at lower prices. Furthermore, if the City’s fees
are too low, demand enjoyed by private-sector competitors could be adversely affected.
 Incentives – Fees can be set low to encourage participation in a service, such as water heater permitting or youth sports activities.
 Disincentives – Penalties can be instituted to discourage undesirable behavior. Examples include fines for constructing without a building
permit and fines for excessive false alarms within a one-year period.
The flow chart below helps illustrate the economic and policy considerations listed above.
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DECISION-MAKING FLOW CHART
Who
Benefits

Type of
Service

Tax vs. Fees
Policy

Example
Services

Community

Public

100% taxes

Police patrol services

Primarily the individual
with some community
benefits

Public / Private

Mostly taxes
& some fees

Code enforcement
services

Primarily the individual
with some communitywide benefits

Private / Public

Mostly fees
& some taxes

Youth sports

Individual benefit only

Private

100% fees

Development services

Methodology
The standard approach for analyzing the cost of providing fee-related services is commonly referred to as a “bottom up” approach. The bottom up
approach was used for all user fees except Community Services and Animal Services fees. Community Services and Animal Services fees will be
discussed later in this report. A general description of the “bottom up” approach is as follows:
1. Identify all direct staff time spent on the fee related activity or service
MGT conducted a series of meetings with staff from Public Works, Police, Animal Services and the Fire Department to identify every employee,
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by classification, who performs work directly in support of a fee related service. Direct staff costs are incurred by employees who are “on the
front line” and most visible to the customers (e.g. park rangers, fire inspectors, etc.). Once all direct staff were identified, departments
estimated how much time those employees spend, on average, working on each particular service or program.
Developing time estimates for fee related services can be challenging and departments should be commended for the time and effort they put
into this. Although MGT provided departments with templates and other tools to assist them in developing average or “typical” time estimates,
these calculations were necessarily developed by the subject matter experts in each operating department.
2. Calculate direct cost of the staff time for each fee using productive hourly rates
Productive hourly rates are used to support full cost recovery. A full-time employee typically has 2,080 paid hours per year. However, cost
studies reduce that number to account for non-productive hours (sick leave, vacation, holidays, training, meetings, etc.). MGT calculated the
productive hourly rate for each classification based on the salary and benefit information provided by the City and an analysis of annual
productive hours by classification.
3. Determine any other operational costs (i.e. other than personnel costs) that can readily be traced to a specific fee-related
service as a direct cost
Professional services contracts are an example of an expense that can often be traced to a specific service or program.
4. Determine indirect or “overhead” costs
Generally there are two types of indirect costs: departmental and citywide overhead. These indirect costs are allocated across user fee services
in order to capture the full cost of providing the service. . If a department performs non-fee related services, a commensurate amount of
indirect cost is segregated and not allocated to the fee related services.
 Departmental overhead costs – these costs include managers, supervisors and support staff as well as other operational costs, such
as materials and supplies that are incurred for a common purpose and not readily assigned to a particular service or program.
 Citywide overhead costs – each department and fund within the city receives an allocation of cost from the city’s various central
service departments. Central service departments are those whose main function is to support other city departments and funds.
Such departments include the Auditor, Clerk, Attorney, City Manager, Administrative Services, Human Resources and Public
Works/Facilities Maintenance. The methods for allocating central service costs can vary but must demonstrate a causal relationship
between the allocation methodology and the costs allocated to the operating department. The State Controller’s Office guidelines
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stress the importance of allocating citywide overhead costs in a way that “equitably reflect the value of service” provided to the
department receiving the service(s). In most cases, industry standards call for one of the following methodologies for allocating
central services costs:
Number of full-time equivalent staff in the operating department
Total operating department expenditures, excluding fixed assets, pass through funds and large purchases (e.g. energy
purchases)

Actual or estimates of time spent in support of the operating department based on documented procedures
5. Compare total costs to the current fee schedule.
Once all direct, indirect and crossover costs are calculated, MGT compared the total cost for each fee-related service to the fee currently
charged to the public. In most cases we found the total cost of providing a service exceeded the fee charged. In these instances, the fee can be
increased to recover these subsidies. However, there were a number of services for which the total calculated cost was less than the fee
charged. In these cases the fee must be lowered to comply with State law.
6. Annual volume figures are incorporated.
Up to this point we have calculated fee costs and revenues on a per-unit basis. By incorporating annual volume estimates provided by each
department into the analysis, we extrapolate the per-unit results into annual cost and annual revenue information. This annualization of results
accomplishes two primary benefits:
 Management information: the annualized results give management an estimate of the fiscal impact of any fee adjustments. Because
annual volume will change from one year to the next, these figures are estimates only. Actual revenue will depend on future
demand level and collection rates, which for some services can be less than 100%.
 Cross checks and reasonableness tests: by annualizing the results we also annualize the time spent by staff on each service. These
annualized results will surface any instances of over or under estimation of time. In these cases we review these results with staff
and resolve any anomalies. All staff hours were identified to either fee or non-fee related services.
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7. Recommend fee adjustments.
MGT provides fee adjustment recommendations based on industry best practices and practices of comparable agencies. Of course MGT’s
recommendations are advisory in nature only – ultimately Council must decide what fee levels are appropriate for Palo Alto.

Methodology – Community Services and Animal Services fees
In some cases, the potential benefits of conducting a bottom up analysis of a particular fee are outweighed by the expense that would be
incurred in developing this information. This is almost universally the case with recreational and animal service programs, where a substantial
amount of effort would be required to identify and track costs at the individual fee level. For example, it is difficult to estimate city staff time
related to an individual participating in a karate class. The cost of conducting such a detailed analysis would outweigh the value of this
information, in particular because elasticity of demand and local policy goals are typically factors that are evaluated when establishing recreational
and animal service fees.
Accordingly, we have analyzed Community Service and Animal Service fees at the program level using a “top down” approach. In this approach
we identify the direct 2012 expenditures for each program and incorporate division, departmental and citywide overhead in a manner similar to
the “bottom up” approach. We then compare the resulting full cost against 2012 program revenues to calculate the cost recovery level for each
program.
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Study Findings
The study's primary objective is to provide the City's decision-makers with the basic data needed to make informed pricing decisions. This report details the
full cost of services and presents recommended fee adjustments and their fiscal impact. Recommendations are based on careful consideration of the results
of the cost analysis, industry best practices and market comparisons. Although there are opportunities to increase fees and cost recovery levels for Animal
Control and Community Services, these fees are typically set based on local elasticity of demand considerations and/or each jurisdiction’s goals and
priorities.
The results of the study identified that overall, most departments recover much less than the actual cost of providing services. Accordingly, there is an
opportunity to raise additional funds through fee adjustments. There are several possible reasons for the current subsidy levels:
 During the 2003 comprehensive fee analysis, Council may have intentionally subsidized certain services. Subsequently, even if these fees were
adjusted annually to keep pace with increasing city costs, these fees would still be below actual cost.
 It is likely the City’s practice of adjusting fees annually via a CPI factor did not keep pace with actual governmental service costs. Over the past
decade, government sector costs have outpaced general inflation.
 Many user fee related processes have changed over the past decade. Often this is the result of increasing service-level demands by the general
public. Also, the State has mandated many additional inspections and reviews that add to the City’s cost structure within the development-related
departments, including Public Works Engineering.
Restructuring of fees. We found that several of the City’s fees could be more equitably charged via a different fee structure. This is particularly true with
for the Engineering fees. For example, Construction in the Right of Way fees: these fees are currently assessed on a flat 5% of the cost of construction.
Discussion with Engineering staff and subsequent analysis of time estimate responses indicated that economies of scale exist with these services.
Accordingly, we restructured these fees into a declining percentage sliding scale structure.
Comparison analysis. A component of our analysis included a survey of user fees charged by neighboring cities. This survey gives City management a
picture of the market environment for city services. This survey is imprecise in that a fee with the same name may involve slightly different services among
the various cities surveyed. Some cities lump several services into one fee category, whereas other cities break fees down into a high level of specificity.
Accordingly the purpose of this comparison analysis is to impart a sense of how Palo Alto’s fees levels compare with neighboring jurisdictions. The
comparison analysis is provided under a separate cover.
The exhibit on the following page displays the summary of costs and revenues for each department/division analyzed:
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City of Palo Alto
User Fee Revenue Analysis
Actual 2012
Recommended
Department/Division

Costs, User
Fee Services (A)

Current
Revenue (B )

General Fund
Subsidy (C )

Cost Recovery
Policy (D)

Increased
Revenue (E)

Public Work - Engineering
Police

$1,108,780

$816,846

74%

$291,934

$1,108,780

100%

$291,934

$443,545

$338,389

76%

$105,156

$443,545

100%

$105,156

Animal Control
Fire

$1,969,171

$1,008,427

51%

$960,744

$1,008,427

51%

$0

Community Services

Grand Total:

$1,553,690

$886,140

57%

$667,550

$1,553,690

100%

$667,550

$25,525,449

$7,645,996

30%

$17,879,453

$7,645,996

30%

$0

$10,695,798 35%

$19,904,837

$11,760,438

38%

$1,064,640

$30,600,635

Column A, User Fee Costs – The full cost of the services we analyzed was approximately $30.6 million. The vast majority of these costs were incurred
providing fee-related services. However, because the analyses for Animal Control and Community Services were done at the program level, the full cost for
those analyses includes non-fee related expenses. For example, costs for maintaining open space are included in the Community Services Department and
costs for field operations are included in Animal Control.
Column B, Current Revenues – Based on current individual fee levels, the City generates fee related revenues of $10.69 million and is experiencing a
35% cost recovery level. Within each department, cost recovery levels fluctuate significantly. Several Police and Fire fees are currently set above actual
cost. MGT recommends the City review employee benefit and other cost increases that have occurred since FY 2012 to determine if these fees will need
to be reduced. The analyses of individual fees are presented in subsequent sections of this report. Again, since Animal Control and Community Services
were analyzed at the program level, some of the revenues for these programs are not derived from user fees. For example, Animal Control revenues
include approximately $600,000 in reimbursements for services provided to other cities.
Column C, General Fund Subsidy – Current fee levels recover 35% of full cost, leaving 65% or $19,904,837 to be funded by other funding sources. This
represents a “window of opportunity” for the City to increase fees and general fund revenues, with a corresponding decrease in the subsidization of services
by the general General Fund subsidy. Please note, however, that approximately $17.9 million of this $19.6 million represents historically subsidized
programs within the Community Services Department.
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Column D, Recommend Recovery – It is estimated that adoption of the recommended cost recovery policy would generate fee revenues of
$11,760,438. This would bring the overall cost recovery level up to 38.%.
Column E, Increased Revenue – Increasing fees to recover full costs in the Fire, Police and Public Works Departments would generate approximately
$1,064,640 in additional revenue. This represents a 10% increase over revenue currently being collected for these activities by the City on an annual basis.
Please note that the above information does not include costs or cost recovery levels for development-related services. As stated earlier in this report, the
analysis of those fees will be completed once the Development Services budget is established.

Department Summary Charts
The subsequent pages display the results of our individual fee analysis. Because Community Services and Animal Services were analyzed on a program level,
their results reflect cost and revenue on a program basis only. For all other departments, the current charge, total cost and recommended fee are listed for
each fee-related service.
The summaries are in the following order:
 Public Works (Engineering)
 Police
 Animal Services
 Fire
 Community Services
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Public Work –
Engineering

Attachment C

User Fee Study Summary Sheet

City of Palo Alto
Public Works - Engineering
2012

Current

Recommendations

Per Unit
Service Name
Certificate of Compliance/ Correction/
1 Map Amendment

Annual
Fee
Description Volum
e
14

Current
Recovery %

Current Fee

Annual
Full Cost

Annual Cost

Per Unit

Annual
Revenue

Annual
Subsidy

Annual

Recovery
Fee @ Policy Level
Level

Annual
Revenue

Increased
Revenue

$3,000

80%

$3,731

$52,239

$42,000

$10,239

100%

$3,731

$52,239

$10,239

4 Street Cut - Excellent Pavement

per sq ft

5,200

$15

68%

$22

$115,001

$78,000

$37,001

100%

$22

$115,001

$37,001

5 Street Cut - Good Pavement

per sq ft

4,700

$10

54%

$18

$86,319

$47,000

$39,319

100%

$18

$86,319

$39,319

6 Street Cut - Fair Pavement

per sq ft

3,200

$8

51%

$15

$46,770

$24,000

$22,770

100%

$15

$46,770

$22,770

7 Street Cut - Poor Pavement

per sq ft

3,900

$5

46%

$11

$42,376

$19,500

$22,876

100%

$11

$42,376

$22,876

$45,930

100%

$1,151

$350,930

$45,930

8 Service Lateral Connection

305

$1,000

87%

$1,151

$350,930

$305,000

9 Encr - Dumpster, Container

30

$135

64%

$211

$6,317

$4,050

$2,267

100%

$211

$6,317

$2,267

10 Encr - Fence
Encr - Non-residential Long Term > 5
11 days

5

$135

23%

$596

$2,982

$675

$2,307

100%

$596

$2,982

$2,307

30

$850

103%

$825

$24,754

$25,500

-$746

100%

$825

$24,754

-$746

$400

61%

$660

100%

$660

n/a

n/a

15

$425

102%

$416

$6,240

$6,375

-$135

100%

$416

$6,240

-$135

30

$200

61%

$330

$9,902

$6,000

$3,902

100%

$330

$9,902

$3,902

$315

12%

$2,713

100%

$2,713

n/a

n/a

12 Encr - Residential
Encr - Non-residential Short Term < 5
13 days
14 Encr - Non-residential 1 Day
Encr - VTA Bus Shelters'
15 Installation/Relocation

Cost + 15%

n/a

t&m

n/a

n/a

n/a

100%

17 Grading:101-1,000 cubic yards

16 Encr - Flood variance fee
20

$130 per 100 cy

67%

$576

$11,525

$7,723

$3,802

100%

18 Grading: 1,001-10,000 cubic yards

20

$1,310 plus $130
each addl 1000 cy

67%

$2,155

$43,097

$29,027

$14,070

5

$2,485 plus $130
each addl 10,000
cy

62%

$4,435

$22,175

$13,725

$8,450

$55

30%

$181

54%

$501

19 Grading: 10,001 cubic yards or more
20 Flood Zone Determination Letter

$231

$2,155 plus $253
100% each addl 1000 cy

$43,097

$14,070

$4,435 plus $200
each addl 10k cy

$22,175

$8,450

100%

$181

n/a

n/a

100%

$501

$501

$231

1

$270

10

$135 + $80/month

n/a

$133

$1,334

$133

$1,201

100% $135 + $135/month

$1,334

$1,201

23 Storm Plan Check

10

$350

48%

$726

$7,259

$3,500

$3,759

100%

$726

$7,259

$3,759

Fee + Hrly

25

$320

60%

$534

$13,344

$8,000

$5,344

100%

$534

$13,344

$5,344

Per Hour

10

$86

85%

$102

$1,017

$864

$153

100%

$102

$1,017

$153

25 Construction and Repair

$270

n/a
$3,802

21 Temporary Elevation Benchmarks
Temporary Discharge to Storm Drain
22 from Construction Site Dewatering.

24 Storm Inspection

$501

n/a
$11,525

100%

t&m
$215 per 100 cy

Subsidy
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User Fee Study Summary Sheet

City of Palo Alto
Public Works - Engineering
2012

Current

Recommendations

Per Unit
Service Name
26 Sweeping Services

Annual
Fee
Description Volum
e
Per Hour
5

Current Fee

Current
Recovery %

Annual
Full Cost

Annual Cost

Per Unit

Annual
Revenue

Annual
Subsidy

Annual

Recovery
Fee @ Policy Level
Level

Annual
Revenue

Increased
Revenue

$89

50%

$176

$880

$443

$438

100%

$176

$880

27 Traffic Control/Graffiti Services

Per Hour

15

$79

85%

$93

$1,397

$1,182

$215

100%

$93

$1,397

$215

28 Tree Services

Per Hour

15

$73

53%

$137

$2,056

$1,091

$965

100%

$137

$2,056

$965

29 Supervision

Per Hour

2

$85

63%

$135

$270

$170

$100

100%

$135

$270

$100

n/a

$125

100%

$125

n/a

n/a

n/a

n/a

n/a

100%

n/a

n/a

n/a

$2,000

$2,000

100%

$100/ inch of trunk

$2,000

100%

$494

$98,851

$57,851

100% 10.3% of const. cost

$15,296

$6,416

100%

9% of const. cost

$86,193

$38,193

30 Newsrack Impoundment Fee

$50 +$3/day

31 Street trees-new trees for subdivisions

$100
$100/ inch of
trunk

32
33

addl for
Tree Removal
damage
change to
Tree Inspection for private development
flat fee
% of const.
Construction in ROW: $1-$5k
cost
% of const.
Construction in ROW: $5-$25k
cost
% of const.
Construction in ROW: $26-$100k
cost
% of const.
Construction in ROW: $101k +
cost

2

$438

5

$105 / insp
$240 or 5% of
contract
$240 or 5% of
contract
$240 or 5% of
contract
$240 or 5% of
contract

38 Improvement Plan Review: $1-$25k

2

t&m

n/a

$814

$1,628

$1,628

100% 3.3% of const. cost

$1,628

39 Improvement Plan Review: $26-$100k

2

t&m

n/a

$1,628

$3,256

$3,256

100% 1.6% of const. cost

$3,256

40 Improvement Plan Review: $101k +

1

t&m

n/a

$2,605

$2,605

$2,605

100% 0.9% of const. cost

$2,605

$1,108,780

$816,846

$291,934

$1,108,780

$291,934

74%

26%

100%

36%

34
35
36
37

Total User Fees
% of Full Cost

200

---------- Delete ---------$100/ inch of
n/a
trunk

37
80
13

Subsidy

41%

$494

$98,851

$41,000

$57,851

58%

$413

$15,296

$8,880

$6,416

56%

$1,077

$86,193

$48,000

$38,193

151%

$1,992

$25,896

$39,000

-$13,104

100% 3.3% of const. cost

$25,896

-$13,104

190%

$4,874

$24,369

$46,250

-$21,881

100% 2.6% of const. cost

$24,369

-$21,881
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Police

Attachment C

City of Palo Alto
Police
2012

Current

Recommendations

Per Unit
Service Name
1 Adult Entertainment Estb - business location change
2 Adult Entertainment Estb - new (non-refundable application fee)

Fee
Annual
Descriptio Volum
n
e
Flat
Flat

Current
Fee

Annual

Current
Full Cost Annual Cost
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Recovery
Fee @
Annual
Level
Policy Level Revenue

$810

81%

$996

100%

$996

$1,790

83%

$2,152

100%

$2,152

100%

$996

Increased
Revenue

Subsidy

3 Adult Entertainment Estb - renewal

Flat

$810

81%

$996

4 Billiard Room (non-refundable application fee)

Flat

$810

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

5 Bingo Establishment

Flat

1

$50

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

Bingo employee (Does not include DOJ Fingerprint and Rolling
6 Processing Fee)

Flat

2

$70

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

Bingo employee renewal (Does not include DOJ Fingerprint and
7 Rolling Processing Fee)

Flat

$53

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

8 Bowling Alley (non-refundable application fee)

Flat

$120

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

9 Carnival

Flat

$2,250

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

10 Circus

Flat

$2,250

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

11 Closing out sale

Flat

$61

56%

$109

100%

$109

12 Closing out sale - renewal (maximum of 2)

Flat

$61

56%

$109

100%

$109

13 Firearms Dealer Master Permit – New

Flat

$2,100

no data

100%

$2,100

14 Firearms Dealer Master Permit – Renewal

Flat

$800

no data

100%

$800

15 Background Investigation - new each owner, officer, agent employee
Background Investigation - renewal, each owner, officer, agent
16 employee

Flat

$136

80%

$169

100%

$169

Flat

100%

$126

17 Helicopter Landing Fee

Flat

100%

$27

18 Hot tub/sauna business location change

Flat

5

$53

42%

$126

$240

885%

$27

$810

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

$136

$1,200

-$1,064

$136

-$1,064

Hot tub/sauna employee (Does not include DOJ Fingerprint and
19 Rolling Fee)

Flat

$81

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

20 Hot tub/sauna new (non-refundable application fee)

Flat

$1,790

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

21 Hot tub/sauna - renewal

Flat

$810

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

22 Hot tub/sauna sale or transfer of interest

Flat

$122

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

23 Massage estb - new establishment (non-refundable application fee)

Flat

$1,790

n/a

n/a

100%

24 Massage estb - sale or transfer of interest

Flat

$122

n/a

n/a

100%

$1,790 Re-evaluate massage establishment
fees once the new program and
$122 program guidelines are implemented
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City of Palo Alto
Police
2012

Current

Recommendations

Per Unit
Service Name
25 Massageg estb - renewal

Fee
Annual
Descriptio Volum
n
e
Flat

26 Massage estb - business location change

Flat

Massage Tech - New (Does not include DOJ or FBI Fingerprint and
27 Rolling Fee.)

Flat

28 Massage Tech - Renewal

Flat

200

Current
Fee

Annual

Current
Full Cost Annual Cost
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

$810

n/a

n/a

100%

$810

n/a

n/a

100%

$81

179%

$45

$9,042

$16,200

-$7,158

$63

Annual

Recovery
Fee @
Annual
Level
Policy Level Revenue

100%

Increased
Revenue

$810 Re-evaluate massage establishment
fees once the new program and
$810 program guidelines are implemented
$45

$9,042

-$7,158

100%

29 Mechanical Amusement Device Establishment

Flat

1

$74

68%

$109

$109

$74

$35

100%

$109

$109

$35

30 Noise Exception Permit

Flat

108

$250

137%

$182

$19,656

$27,000

-$7,344

100%

$182

$19,656

-$7,344

Push Cart Vendor - New license (Does not include DOJ Fingerprint
31 and Rolling Fee.)

Flat

$244

19%

$1,302

100%

$1,302

32 Push Cart Vendor - Renewal

Flat

$86

79%

$109

100%

$109

675%

$36

33 Push Cart Vendor - Each additional cart

Flat

$244

100%

$36

34 Push Cart Vendor - Location change and/or cart change

Flat

$163

no data

100%

$163

Push Cart Employee - New license (Does not include DOJ
35 Fingerprint and Rolling Fee.)

Flat

$81

no data

100%

$81

36 Push Cart Employee - Renewal

Flat

$63

no data

100%

$63

Soliciting information for commercial purpose (Does not include DOJ
37 Fingerprint and Rolling Fee.)

Flat

$2,250

no data

100%

$2,250

Solicitor/Peddler Master License (Does not include DOJ Fingerprint
38 and Rolling Fee.) - day

Flat

$81

224%

$36

100%

$36

Flat

$122

337%

$36

100%

$36

Solicitor/Peddler Master License (Does not include DOJ Fingerprint
39 and Rolling Fee.) - quarter
Solicitor/Peddler Master License (Does not include DOJ Fingerprint
40 and Rolling Fee.) - year
Each employee operating under Master License (Does not include
41 DOJ Fingerprint and Rolling Fee.)

Subsidy

Flat

2

$365

1009%

$36

$72

$730

-$658

100%

$36

$72

-$658

Flat

20

$81

224%

$36

$723

$1,620

-$897

100%

$36

$723

-$897

42 Taxi/Pub Transp Vehicle - Each Vehicle-Inspection/permit

Flat

200

$61

169%

$36

$7,234

$12,200

-$4,966

100%

$36

$7,234

-$4,966

43 Taxi/Public Transp Vehicle - Master License-Application/certificate

Flat

2

$1,750

61%

$2,890

$5,781

$3,500

$2,281

100%

$2,890

$5,781

$2,281

44 Taxi/Pub Transp Vehicle - Master License-Annual renewal

Flat

3

$810

75%

$1,085

$3,255

$2,430

$825

100%

$1,085

$3,255

$825

Taxicab/Public Transportation/Vehicle Service Driver (Does not
45 include DOJ Fingerprint and Rolling Fee.) new and renewal

Flat

200

$81

299%

$27

$5,425

$16,200

-$10,775

100%

$27

$5,425

-$10,775
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City of Palo Alto
Police
2012

Current

Recommendations

Per Unit
Service Name
46 Taxi/Pub Transp Veh - Transfer fee
47 Temp Street Closure - Class A: Parades, Runs, Street Fair, etc.

Fee
Annual
Descriptio Volum
n
e
Flat
12

Current
Fee

Annual

Current
Full Cost Annual Cost
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

$40

88%

$45

$543

$480

n/a

$486

$4,855

$4,855

$364

$728

$180

$548

100%

$364

$728

$548

26%

$425

$425

$110

$315

100%

$425

$425

$315

26%

$486

100%

$486

$20

33%

$61

100%

$61

$10

37%

$27

$38,277

$14,000

$24,277

100%

$27

$38,277

$24,277

10

48 Traveling Show

Flat

2

$2,250

n/a

n/a

49 Permit Inspection Fee

Flat

2

$90

25%

1

$110
$125

100%

$45

$543

100%

Hourly

$4,855

Increased
Revenue

$100 - $1,260

Varies

$63

Annual

Recovery
Fee @
Annual
Level
Policy Level Revenue

$63

Delete from fee schedule - covered by fees #1 - #3

50 Permit Inspection Fee 201-400 attendees

Flat

51 Permit Inspection Fee 401-600 attendees

Flat

52 Permit Inspection Fee each additional 200 attendees

Flat

53 Report Copy Fee

Flat

1400

54 Clearance Letter

Flat

130

$30

111%

$27

$3,508

$3,900

-$392

100%

$27

$3,508

-$392

55 Photo Reprint, color or black and white

Flat

10

$35

74%

$47

$473

$350

$123

100%

$47

$473

$123

56 Research Fee (includes audio and video taping)

hourly

57 Subpoena Copy Fee

Statute

Subsidy

100%
100%

58 Location Crime Statistics Fee

Flat

15

$39

39%

$101

$1,518

$585

$933

100%

$101

$1,518

$933

59 Parenting Project Program

Flat

25

$120

49%

$243

$6,069

$3,000

$3,069

100%

$243

$6,069

$3,069

60 Parenting Project Materials

Flat

5

$35

58%

$61

$303

$175

$128

100%

$61

$303

$128

61 Vehicle Impound Fee

Flat

260

$125

46%

$274

$71,174

$32,500

$38,674

100%

$274

$71,174

$38,674

62 Vehicle Reposession Receipt

Flat

25

$15

55%

$27

$684

$375

$309

100%

$27

$684

$309

63 Audio copy request

Flat

100%

$120

64 Alarm registration - new

Flat

286

$35

129%

$27

$7,758

$10,010

-$2,252

100%

$27

$7,758

-$2,252

65 Alarm registration - renewal

Flat

2145

$35

194%

$18

$38,791

$75,075

-$36,284

100%

$18

$38,791

-$36,284

$120

66 Attendant Lot Parking Fee Structure
67

0-1 hours

68

1-3 hours

flat

$2

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

69

3-4 hours

flat

$4

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

70

Over 4 hours

flat

$8

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

71

Daily Maximum

n/a

n/a

n/a

n/a

100% hourly rates

n/a

n/a

72 Emergency Response Fee

no charge

flat
actual cost

$8

n/a

n/a

n/a

n/a

n/a

$50-$12,000

n/a

n/a

n/a

n/a

n/a
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Attachment C

City of Palo Alto
Police
2012

Current

Recommendations

Per Unit
Service Name
73 Fingerprints

Fee
Annual
Descriptio Volum
n
e

Current
Fee

Annual

Current
Full Cost Annual Cost
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Recovery
Fee @
Annual
Level
Policy Level Revenue

Increased
Revenue

74

DOJ

Fed rate

$52

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

75

FBI

Fed rate

$24

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

Subsidy

76 False Alarm Response Fees - Excessive
77

3rd Residential False Alarm

Flat

313

$100

47%

$211

$66,056

$31,300

$34,756

100%

$211

$66,056

$34,756

78

3rd Bank/Commercial False Alarm

Flat

157

$100

27%

$372

$58,353

$15,700

$42,653

100%

$372

$58,353

$42,653

79

4th False Alarm

Flat

$150

100% 150% of 3rd

80

5th and each Subsequent False Alarm

Flat

$200

100% 200% of 3rd

81 Police Service Fees
82

Community Service Officer

hourly

200

$68

78%

$87

$17,363

$13,600

$3,763

100%

$87

$17,363

$3,763

83

Police Agent

hourly

100

$131

58%

$226

$22,642

$13,100

$9,542

100%

$226

$22,642

$9,542

84

Police Officer

hourly

200

$121

76%

$160

$31,957

$24,200

$7,757

100%

$160

$31,957

$7,757

85

Police Reserve

hourly

100

$51

84%

$61

$6,062

$5,100

$962

100%

$61

$6,062

$962

86

Police Sergeant

hourly

60

$144

59%

$243

$14,565

$8,640

$5,925

100%

$243

$14,565

$5,925

$443,545

$338,389

$105,156

$443,545

$105,156

76%

24%

100%

31%

Total User Fees
% of Full Cost

Fees#82 thru 86) for events where less than 80% of the proceeds go directly to a "non-profit" organization, a 20% discount shall apply. For events where 80% or more of the proceeds go directly to a "non-profit" organization; or
events declared as co-sponsored by the City of Palo Alto, a 25% discount shall apply.
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Attachment C

Animal Services

Attachment C

City of Palo Alto
Police Department - Animal Services
2012

Current

Recommendations

Annual
Program

Fee
Description

Annual Cost

Current
Recovery

Annual
Annual
Revenue

Annual
Subsidy

Recovery Level
Range

Revenue at
Current Rate

Recommended
Subsidy

1 Adoptions

Varies

$147,104

52%

$77,137

$69,967

50-70%

$77,137

$69,967

2 Animal Boarding

Varies

$46,771

72%

$33,732

$13,039

16-90%

$33,732

$13,039

3 Disposal of Dead Owned Animals/Euthanasia

Varies

$128,706

74%

$94,821

$33,885

50-90%

$94,821

$33,885

4 Impoundment

Varies

$221,460

68%

$151,114

$70,346

50-90%

$151,114

$70,346

5 Licenses and Pet Identification

Varies

$112,964

90%

$101,956

$11,008

100%

$101,956

$11,008

6 Miscellaneous Sales, Pet Supplies

Varies

$52,572

86%

$45,291

$7,281

80-100%

$45,291

$7,281

7 Veterinary Services

Varies

$98,435

65%

$64,404

$34,031

50-100%

$64,404

$34,031

8 Annual Permits

Varies

$34,481

46%

$15,877

$18,603

14-80%

$15,877

$18,603

9 Spay and Neuter Clinic

Varies

$344,714

82%

$284,161

$60,552

80-100%

$284,161

$60,552

12 Animal Testing

Varies

$33,963

0%

$0

$33,963

60-80%

$0

$33,963

13 Vaccinations/Microchip

Varies

$98,261

71%

$69,580

$28,681

100%

$69,580

$28,681

14 Trap Rental/Home Quarantine Inspection

Varies

$38,693

61%

$23,602

$15,091

8-60%

$23,602

$15,091

15 Cremations Services

Varies

$30,738

87%

$26,639

$4,099

73%

$26,639

$4,099

16 Field Services

Varies

$580,309

3%

$20,112

$560,197

0-10%

$20,112

$560,197

$1,008,427

$960,744

$1,008,427

$960,744

51%

49%

51%

49%

Total User Fees
% of Full Cost

$1,969,171
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Attachment C

Fire

Attachment C

City of Palo Alto
Fire Prevention
2012

Current

Recommendations

Per Unit
Service Name

Annual

Fee
Annual Current
Current
Full Cost Annual Cost
Description Volume
Fee
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Fee @
Recovery
Level Policy Level

Annual
Revenue

Increased
Revenue

Subsidy

1 Automatic fire sprinkler installation/modification (per building)

Flat

225

$300

27%

$1,108

$249,380

$67,500

$181,880

100%

$1,108

$249,380

$181,880

$0

2 Automatic fire sprinkler installation/modification (per building)

Per head

30000

$1.50

54%

$2.78

$83,523

$45,000

$38,523

100%

$3

$83,523

$38,523

$0

Other automatic fire extinguishing systems (hood and duct, FM200, Inergen, CO2)
3 NOTE: If system has a release panel, Fire Alarm fees apply as well.

Flat

12

$300

27%

$1,108

$13,300

$3,600

$9,700

100%

$1,108

$13,300

$9,700

$0

Other automatic fire extinguishing systems (hood and duct, FM200, Inergen, CO2)
4 NOTE: If system has a release panel, Fire Alarm fees apply as well.

$0

Per nozzle

350

$6.50

54%

$12.07

$4,226

$2,275

$1,951

100%

$12

$4,226

$1,951

5 Fire Alarm Systems; install/modify (per building)

Flat

140

$300

27%

$1,108

$155,170

$42,000

$113,170

100%

$1,108

$155,170

$113,170

$0

6 Fire Alarm Systems; install/modify (per building)

Per device

5000

$6.50

114%

$5.73

$28,627

$32,500

-$3,873

100%

$6

$28,627

-$3,873

$0

7 Standpipe system wet, dry or combination, per riser

Flat

12

$175

23%

$752

$9,029

$2,100

$6,929

100%

$752

$9,029

$6,929

$0

8 Hydrants private on-site; install/modify

Flat

1

$220

25%

$889

$889

$220

$669

100%

$889

$889

$669

$0

9 Hydrants private on-site; install/modify

$50

50%

$101

$303

$150

$153

100%

$101

$303

$153

$0

Per hydrant

3

Underground fire service line (includes inspection and re-inspection - 1 each
10 occurrence)

Flat

11

$300

27%

$1,108

$12,192

$3,300

$8,892

100%

$1,108

$12,192

$8,892

$0

11 Temporary Certificate of Occupancy

Flat

4

$300

36%

$844

$3,375

$1,200

$2,175

100%

$844

$3,375

$2,175

$0

15 Verification of Fire Protection System Maintenance and Certification

Flat

300

$75

45%

$167

$49,950

$22,500

$27,450

100%

$167

$49,950

$27,450

$0

A Level I Facility - Minimal Storage (defined as having no hazardous materials over
16 CFC Permit amounts as specified in CFC section 105)

Flat

87

$230

71%

$324

$28,208

$20,010

$8,198

100%

$324

$28,208

$8,198

$0

B Level II Facility - Quantities exceeding CFC permit threshold, but less than 50 gal.,
500 lbs. Or 200 cu. Ft. Category also includes Dry Cleaning, Fixed Medical Gas,
17 Auto or Aircraft Repair and Service Stations

Flat

140

$470

97%

$487

$68,122

$65,800

$2,322

100%

$487

$68,122

$2,322

$0

C Level III Facility - Quantities exceed 50 gal., 500 lbs. Or 200 cu. Ft. and not
18 categorized as Level II

Flat

200

$825

95%

$865

$172,939

$165,000

$7,939

100%

$865

$172,939

$7,939

$0

19 D Business Plan (HMBP)

Flat

251

$285

93%

$307

$77,024

$71,535

$5,489

100%

$307

$77,024

$5,489

$0

58%

$858

$13,721

$8,000

$5,721

100%

$858

$13,721

$5,721

$0

$816

$38,370

$24,270

$0

$5,379

$879

$0

20 E Petroleum Abovegroung Storage Tank

Flat

16

$500

Delete

0

$165

F Additional approval for permit to construct, temporary closure, permanent closure,
otherwise modify a Hazardous Materials storage/use facility. (See CEQA for
22 additional fees.)

Flat

47

$300

37%

$816

$38,370

$14,100

$24,270

100%

F Additional approval for permit to construct, temporary closure, permanent closure,
23 otherwise modify a Hazardous Materials storage/use facility. Additional hours over 2

Per hour

30

$150

84%

$179

$5,379

$4,500

$879

100%

$179

100%

25% of haz mat
fee

21 E Provisional (6 month term)

24 Late Fee for Hazardous Materials Storage Permits

Fine

0

25% of haz
mat fee

n/a

n/a

n/a

n/a
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Attachment C

City of Palo Alto
Fire Prevention
2012

Current

Recommendations

Per Unit
Service Name
25 Fees charged for additional re-inspections after the first re-inspection.

Annual

Fee
Annual Current
Current
Full Cost Annual Cost
Description Volume
Fee
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Fee @
Recovery
Level Policy Level

Annual
Revenue

Increased
Revenue

Subsidy

Flat

12

$300

81%

$368

$4,421

$3,600

$821

100%

$368

$4,421

$821

$0

Fees charged for additional re-inspections after the first re-inspection - each hour
26 over 2

Per hour

6

$150

45%

$334

$2,004

$900

$1,104

100%

$334

$2,004

$1,104

$0

After hours inspection fee (before or after normal business hours; weekends and
27 holidays included, and is to be paid in advance of inspection)

Per hour

100

$165

48%

$344

$34,381

$16,500

$17,881

100%

$344

$34,381

$17,881

$0

Flat

5

$150

25%

$603

$3,013

$750

$2,263

100%

$603

$3,013

$2,263

$0

27%

$546

$49,676

$13,650

$36,026

100%

$546

$49,676

$36,026

$0

$0

28 Christmas Tree Lot/Pumpkin Patch
Care Facility (including community, child day care and residential care for the elderly)
Fire and Safety Inspections (CFC 111.4). Excludes residential elderly care facilities
29 with six or fewer persons.

Flat

91

$150

30 Care Facility Inspection including fire clearance 7-25 clients

Delete

0

$65

31 Care Facility Inspection including fire clearance >25 clients

n/a

n/a

Delete

0

$125

32 Outside Cooking Booths

Flat

11

$165

30%

$546

$6,005

$1,815

$4,190

100%

$546

$6,005

$4,190

33 Use and Occupancy Fire Inspection

Flat

100

$125

23%

$537

$53,743

$12,500

$41,243

100%

$537

$53,743

$41,243

$0

Per hour

0

$165

49%

$334

$0

$0

$0

100%

$334

$0

$0

$0

Flat

7

$600

36%

$1,670

$11,689

$4,200

$7,489

100%

$1,670

$11,689

$7,489

$0

34 Standby fire watch or after-hours at fire or incident scene

n/a

n/a

High Rise Building; certificate of compliance inspection for each high rise
building which is required by State law to be inspected and certified
annually as meeting minimum compliance with applicable State of
California fire and life safety standards for existing high rise buildings. (CFC
35 111.4.3)
High Rise Building; certificate of compliance inspection for each high rise
building which is required by State law to be inspected and certified
annually as meeting minimum compliance with applicable State of
California fire and life safety standards for existing high rise buildings. (CFC
36 111.4.3) - each hour after 4

Per hour

3

$150

45%

$334

$1,002

$450

$552

100%

$334

$1,002

$552

$0

37 Consultation fee

Per hour

0

$150

45%

$334

$0

$0

$0

100%

$334

$0

$0

$0

Flat

1

$300

28%

$1,073

$1,073

$300

$773

100%

$1,073

$1,073

$773

$0

39 Hazardous Materials investigation

38 Alternate Means and Methods Application

Per hour

0

$150

84%

$179

$0

$0

$0

100%

$179

$0

$0

$0

40 Appeals to decisions

Per hour

0

$250

75%

$334

$0

$0

$0

100%

$334

$0

$0

$0

41 Additional hours over plan review/inspection (hourly minimum to be billed)

Per hour

0

$150

45%

$334

$0

$0

$0

100%

$334

$0

$0

$0

42 Site Disaster Planning

Per hour

250

$150

45%

$334

$83,495

$37,500

$45,995

100%

$334

$83,495

$45,995

$0

Flat

0

$200

59%

$341

$0

$0

$0

100%

$341

$0

$0

$0

43 Hydrant Flow Fee
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Attachment C

City of Palo Alto
Fire Prevention
2012

Current

Recommendations

Per Unit
Service Name
44 Hazardous Materials Data Entry Fee

Annual

Fee
Annual Current
Current
Full Cost Annual Cost
Description Volume
Fee
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Fee @
Recovery
Level Policy Level

Annual
Revenue

Increased
Revenue

Subsidy

Per hour

50

$65

36%

$179

$8,964

$3,250

$5,714

100%

$179

$8,964

$5,714

$0

45 Aerosol Products

Flat

0

$255

209%

$122

$0

$0

$0

100%

$122

$0

$0

$0

46 Amusement buildings

Flat

0

$365

76%

$481

$0

$0

$0

100%

$481

$0

$0

$0

47 Automobile Wrecking Yard or Junk Yard

Flat

0

$170

80%

$212

$0

$0

$0

100%

$212

$0

$0

$0

48 Bowling alley and pin refinishing involving the use of flammable liquids

Flat

0

$170

80%

$212

$0

$0

$0

100%

$212

$0

$0

$0

49 Candles and open flames in assembly areas

Flat

114

$135

44%

$306

$34,901

$15,390

$19,511

100%

$306

$34,901

$19,511

$0

50 Carnivals and fairs

Flat

0

$170

80%

$212

$0

$0

$0

100%

$212

$0

$0

$0

51 Cellulose nitrate storage/nitrate film

Flat

0

$255

209%

$122

$0

$0

$0

100%

$122

$0

$0

$0

52 Confined Space

Flat

0

$125

10%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

53 Combustible fiber/material storage

Flat

0

$170

80%

$212

$0

$0

$0

100%

$212

$0

$0

$0

54 Dust producing devices

Flat

0

$105

8%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

55 Excavate within 10 feet of flammable or combustible pipeline

Flat

0

$75

6%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

56 Explosive or blasting agents

Flat

2

$255

209%

$122

$244

$510

-$266

100%

$122

$244

-$266

$0

57 Fireworks display

Flat

0

$525

80%

$660

$0

$0

$0

100%

$660

$0

$0

$0

58 High-piled combustible storage

Flat

1

$255

209%

$122

$122

$255

-$133

100%

$122

$122

-$133

$0

59 Hot Work (Welding and Cutting) operations

Flat

53

$170

80%

$212

$11,226

$9,010

$2,216

100%

$212

$11,226

$2,216

$0

60 Liquid or gas-fueled vehicles or equipment in assembly buildings

Flat

33

$255

209%

$122

$4,032

$8,415

-$4,383

100%

$122

$4,032

-$4,383

$0

61 Malls, Covered

Flat

0

$255

209%

$122

$0

$0

$0

100%

$122

$0

$0

$0

62 B

Place of public assembly (temporary)

Flat

0

$200

16%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

63 C

Open flame/flame producing devices

Flat

4

$75

6%

$1,268

$5,071

$300

$4,771

100%

$1,268

$5,071

$4,771

$0

64 D

Liquid or gas-fueled powered equipment

Flat

0

$75

6%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

65 Magnesium working

Flat

0

$255

209%

$122

$0

$0

$0

100%

$122

$0

$0

$0

66 Occupant load increase (temporary public assembly)

Flat

0

$200

16%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

67 Open burning

Flat

0

$200

16%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

68 Operate a tank vehicle to transport flammable/combustible liquids

Flat

0

$255

209%

$122

$0

$0

$0

100%

$122

$0

$0

$0

69 Organic coatings

Flat

0

$170

80%

$212

$0

$0

$0

100%

$212

$0

$0

$0

70 Ovens, industrial baking or drying

Flat

4

$255

209%

$122

$489

$1,020

-$531

100%

$122

$489

-$531

$0

Per hour

0

$95

7%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

Flat

196

$200

34%

$594

$116,516

$39,200

$77,316

100%

$594

$116,516

$77,316

$0

71 Parade Float
72 Place of public assembly (annual or each occurrence)
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City of Palo Alto
Fire Prevention
2012

Current

Recommendations

Per Unit
Service Name

Annual

Fee
Annual Current
Current
Full Cost Annual Cost
Description Volume
Fee
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Fee @
Recovery
Level Policy Level

Annual
Revenue

Increased
Revenue

Subsidy

73 Pyrotechnical special effects material

Flat

0

$170

523%

$33

$0

$0

$0

100%

$33

$0

$0

$0

74 Refrigeration Equipment

Flat

0

$170

80%

$212

$0

$0

$0

100%

$212

$0

$0

$0

75 Spraying/Dipping

Flat

18

$170

80%

$212

$3,813

$3,060

$753

100%

$212

$3,813

$753

$0

Tent or air-supported structure having an area in excess of 200 square feet; or
canopies in excess of 400 square feet (includes a public assembly permit of $125.00
76 for all tents)

Flat

30

$365

61%

$603

$18,080

$10,950

$7,130

100%

$603

$18,080

$7,130

$0

77 Tire recapping/tire storage

Flat

0

$480

38%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

78 Corrosives

Flat

62

$255

153%

$167

$10,354

$15,810

-$5,456

100%

$167

$10,354

-$5,456

$0

79 Cryogenic Fluids

Flat

49

$255

153%

$167

$8,183

$12,495

-$4,312

100%

$167

$8,183

-$4,312

$0

80 Flammable and Combustible Liquids

Flat

181

$255

153%

$167

$30,226

$46,155

-$15,929

100%

$167

$30,226

-$15,929

$0

81 Flammable Solids

Flat

0

$255

153%

$167

$0

$0

$0

100%

$167

$0

$0

$0

82 Compressed Gas (inert)

Flat

32

$255

153%

$167

$5,344

$8,160

-$2,816

100%

$167

$5,344

-$2,816

$0

83 Flammable Gas

Flat

29

$255

153%

$167

$4,843

$7,395

-$2,552

100%

$167

$4,843

-$2,552

$0

84 Oxidizing Gas

Flat

35

$255

153%

$167

$5,845

$8,925

-$3,080

100%

$167

$5,845

-$3,080

$0

85 Pyrophoric Gas

Flat

2

$255

153%

$167

$334

$510

-$176

100%

$167

$334

-$176

$0

86 Toxic, highly toxic, moderately toxic, health hazard Gas

Flat

12

$255

153%

$167

$2,004

$3,060

-$1,056

100%

$167

$2,004

-$1,056

$0

87 Unstable Reactive Gas

Flat

0

$255

153%

$167

$0

$0

$0

100%

$167

$0

$0

$0

88 Health Hazard (liquids & solids)

Flat

0

$255

153%

$167

$0

$0

$0

100%

$167

$0

$0

$0

89 Organic Peroxides

Flat

1

$255

153%

$167

$167

$255

-$88

100%

$167

$167

-$88

$0

90 Oxidizers (liquids & solids)

Flat

19

$255

153%

$167

$3,173

$4,845

-$1,672

100%

$167

$3,173

-$1,672

$0

91 Pyrophoric Materials (liquids & solids)

Flat

6

$255

153%

$167

$1,002

$1,530

-$528

100%

$167

$1,002

-$528

$0

92 Radioactive Materials

Flat

29

$255

153%

$167

$4,843

$7,395

-$2,552

100%

$167

$4,843

-$2,552

$0

Toxic, highly toxic, health hazard materials (includes pesticides, fumigants, and
93 etiologic agents)

Flat

45

$255

153%

$167

$7,515

$11,475

-$3,960

100%

$167

$7,515

-$3,960

$0

94 Unstable Reactive Materials (liquids & solids)

Flat

1

$255

153%

$167

$167

$255

-$88

100%

$167

$167

-$88

$0

95 Water Reactive Materials (liquids & solids)

Flat

0

$255

153%

$167

$0

$0

$0

100%

$167

$0

$0

$0

96 Liquefied Petroleum Gases

Flat

12

$255

153%

$167

$2,004

$3,060

-$1,056

100%

$167

$2,004

-$1,056

$0

Sliding

0

$1,080

0%

$0

$0

$0

$0

hourly

Per hour

0

$195

0%

$0

$0

$0

$0

hourly

97 Emergency Response Fee (Hazmat -PAMC 17.24.050)
98 Engine Company Second Re-inspection (After inspection and re-inspection only)
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City of Palo Alto
Fire Prevention
2012

Current
Per Unit
Service Name

Recommendations
Annual

Fee
Annual Current
Current
Full Cost Annual Cost
Description Volume
Fee
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Fee @
Recovery
Level Policy Level

Installation or Closure without approved plans and/or permits (Fire
99 Protection/HazMat; double original fee)

Penatly

0

$725

n/a

$725

100 Preventable False Alarm (CFC 401.3.1)

Penatly

0

$180

n/a

$180

Total User Fees
% of Full Cost

$1,553,690

Annual
Revenue

Increased
Revenue

Subsidy

$886,140

$667,550

$1,553,690

$667,550

$0

57%

43%

100%

43%

0%
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Attachment C

Community Services

Attachment C

Total Direct
Expense
Children's Theatre
JMZ-Sciences
JMZ-Exhibits & Zoo
Art in Public Places
Community Theatre
Summer Concerts
Visual Arts-Youth
Visual Arts - Adults
Art Exhibitions
Music & Dance - Youth
Music & Dance - Adults
Arts Facilities
Total Arts and Sciences
Aquatics
MSA
Recreation - Adults
Recreation - Teens
Program Publication
Recreation - Youth
Rec - Special Needs
Recreation - Facilities
Special Events
Total Recreation
Golf
Open Space
Parks
Total OS/Parks/Golf
Total Cubberley
Total Human Services
TOTAL CSD

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1,235,046
767,528
408,874
105,629
29,460
73,270
293,085
169,697
135,481
56,845
61,895
842,882
4,179,693
514,702
326,515
278,827
306,622
100,807
614,001
56,072
1,025,410
92,289
3,315,245
2,388,173
1,724,555
4,398,314
8,511,043
1,349,431
1,278,249
18,633,661

Total Indirect
Expense
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

515,804
239,633
180,183
45,124
522,435
18,849
75,397
43,655
34,853
14,624
15,923
506,476
2,212,956
224,132
110,157
98,389
76,472
24,874
151,508
13,836
296,684
22,773
1,018,825
542,126
421,921
1,203,052
2,167,099
1,064,354
428,554
6,891,788

Total Fee
Revenue

Total Full Cost
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1,750,850
1,007,161
589,057
150,753
551,895
92,119
368,482
213,352
170,334
71,469
77,818
1,349,358
6,392,649
738,834
436,672
377,216
383,094
125,681
765,509
69,908
1,322,094
115,062
4,334,070
2,930,299
2,146,476
5,601,366
10,678,142
2,413,785
1,706,803
25,525,449

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

360,304
500,698
6,721
2,625
200,074
61,694
62,864
24,314
1,219,294
501,164
289,391
187,686
114,540
754,294
6,942
431,955
15,821
2,301,793
2,624,748
34,630
25,639
2,685,017
6,206,104

Total Other
Revenue
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

80,000
3,000
18,449
2,000
38,000
15,802
157,251
-

$
$

1,500
-

$
$
$
$
$
$
$
$

1,500
95,393
9,135
336,538
441,066
840,075
1,439,892

Total Revenue

Total General
Fund Subsidy

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$ 1,310,546
$
506,463
$
579,336
$
148,128
$
533,446
$
90,119
$
130,408
$
151,658
$
170,334
$
8,605
$
53,504
$ 1,333,556
$ 5,016,104
$
237,670
$
147,281
$
189,530
$
268,554
$
125,681
$
11,215
$
61,466
$
890,139
$
99,241
$ 2,030,777
$
210,158
$ 2,102,711
$ 5,239,189
$ 7,552,059
$ 1,573,710
$ 1,706,803
$ 17,879,453

440,304
500,698
9,721
2,625
18,449
2,000
238,074
61,694
62,864
24,314
15,802
1,376,545
501,164
289,391
187,686
114,540
754,294
8,442
431,955
15,821
2,303,293
2,720,141
43,765
362,177
3,126,083
840,075
7,645,996

Direct
Costs % Full Cost %
Recovery Recovery
36%
65%
2%
2%
63%
3%
81%
36%
0%
111%
39%
2%
33%
97%
89%
67%
37%
0%
123%
15%
42%
17%
69%
114%
3%
8%
37%
62%
0%
41%

25%
50%
2%
2%
3%
2%
65%
29%
0%
88%
31%
1%
22%
68%
66%
50%
30%
0%
99%
12%
33%
14%
53%
93%
2%
6%
29%
35%
0%
30%
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Attachment
C
ANIMAL
SERVICES

Fee

Adoptions ‐ Dogs

Adoptions ‐ Cats

Impound Dog ‐
Licensed

Impound Dog ‐
Unlicensed

Impound Cat

Palo Alto

Cupertino
(Humane
Society
pp of
$ SV);

$125

Adult: $175;
Companion
prices if adopt
2

$171‐$175

$125

Kittens: $175;
Cats: Currently
waived

$124‐$136

Fremont

Menlo Park
(Peninsula
Humane)

Mountain View
(SVACA)

San Mateo
(Peninsula
Humane)

Santa Clara (SVACA)

Sunnyvale (Humane
Society SV)

Puppies: $350;
Under 7‐$120;
Adult: $175;
Under 7‐$120;
7+ ‐ $75;
Companion prices if
7+ ‐ $75; under
under 6 mos ‐
adopt 2
6 mos ‐ $135
$150
$135
$150
Under 7 ‐ $80;
Under 7 ‐ $80;
Under 6 mos ‐
7+ ‐ $50;
under 6 mos ‐ $150; All Other ‐ 7+ ‐ $50; under Under 6 mos ‐ $150; Kittens: $175; Cats:
6 mos ‐ $105
All Other ‐ $100
Currently waived
$100
$105

$92 (1st
Altered: $90;
Unaltered: $95 offense); $184
$30 (1st
(2nd offense);
(1st); $110
offense) up to
$276 (3rd
(2nd); $160
$165 (11th+
offense)
(3rd);
offense)

$35 (Altered/1st
offense); $100
(Unaltered/1st
offense); $125‐
$205
(subsequent
offenses)

$35 (Altered/1st
offense); $100
Altered: $90;
(Unaltered/1st
offense); $125‐$205 Unaltered: $95 (1st);
$110 (2nd); $160
(subsequent
(3rd);
offenses)

$92 (1st
offense); $184
(2nd offense);
$276 (3rd
offense)

$35 (Altered/1st
offense); $100
(Unaltered/1st
offense); $125‐
$205
(subsequent
offenses)

$35 (Altered/1st
offense); $100
Altered: $90;
(Unaltered/1st
offense); $125‐$205 Unaltered: $95 (1st);
$110 (2nd); $160
(subsequent
(3rd);
offenses)

$92 (1st
Altered: $90;
$30 (1st
offsense); $45 Unaltered: $95 offense); $184
(2nd offense);
(1st); $110
(2nd offense);
$276 (3rd
(2nd); $160
$60 (third
offense)
(3rd);
offense)

$35 (Altered/1st
offense); $100
(Unaltered/1st
offense); $125‐
$205
(subsequent
offenses)

$35 (Altered/1st
offense); $100
Altered: $90;
(Unaltered/1st
offense); $125‐$205 Unaltered: $95 (1st);
$110 (2nd); $160
(subsequent
(3rd);
offenses)

$50 (1st
offense) up to
$200 (11th+
offense)

$30 (1st
offense) up to
$165 (11th+
offense)

1

9/9/2013

Attachment
C
ANIMAL
SERVICES

Fee
License ‐
Dog/Neutered
License ‐
Dog/Spayed
License ‐ Dog/
Unaltered
Neuter Dog ‐
Resident
Neuter Dog ‐
Regular or Non‐
Resident
Spay Dog ‐
Resident
Spay Dog ‐
Regular or Non‐
Resident
Neuter Cat ‐
Resident
Neuter Cat ‐
Regular or Non‐
Resident
Spay Cat ‐
Resident
Spay Cat ‐
Regular or Non‐
Resident

Cupertino
(Humane
Society of SV)
$20 (12 mos);
$30 (24 mos);
$40 (36 mos)
$20 (12 mos);
$30 (24 mos);
$40 (36 mos)

Palo Alto
$20 (12 mos);
$30 (24 mos);
$40 (36 mos)
$20 (12 mos);
$30 (24 mos);
$40 (36 mos)
$40 (12 mos);
$60 (24 mos);
$80 (36 mos) $150 (12 mos)
$100‐$250
based on
weight
$135‐$325
based on
$85‐$135 based
weight
on weight
$120‐$270
based on
weight
$160‐$345
based on
$110‐$170
weight
based on weight

Fremont
$12 (12 mos);
$17 (24 mos);
$21 (36 mos)
$12 (12 mos);
$17 (24 mos);
$21 (36 mos)
$25 (12 mos);
$35 (24 mos);
$42 (36 mos)

Menlo Park
(Peninsula Humane)
$20 (12 mos); $55
(36 mos)
$20 (12 mos); $55
(36 mos)
$50 (12 mos); $145
(36 mos)

$91

Sunnyvale
(Humane
Society SV)
$20 (12 mos);
$30 (24 mos);
$40 (36 mos)
$20 (12 mos);
$30 (24 mos);
$40 (36 mos)

$50 (12 mos);
$145 (36 mos)

$100 (12 mos)

$150 (12 mos)

$20 (12 mos);
$55 (36 mos)

$110‐$130
based on weight

$80‐$140+ based on $135‐$155 based on $80‐$140+ based
$135‐$155
$85‐$135 based
weight
weight
on weight
based on weight
on weight
$120‐$140 based on
weight

$91

$120‐$140
based on weight

$90‐$150+ based on $145‐$165 based on $90‐$150+ based
$145‐$165
$110‐$170
weight
weight
on weight
based on weight based on weight
$60

$60

$54

$50

$75

$95

$130

$100 (12 mos)

$20 (12 mos);
$55 (36 mos)

Santa Clara
(SVACA)
$22 (12 mos);
$32 (24 mos);
$42 (36 mos)
$22 (12 mos);
$32 (24 mos);
$42 (36 mos)

San Mateo
(Peninsula
Humane)

$110‐$130 based on
weight

$65

$90

Mountain View
(SVACA)
$22 (12 mos); $32
(24 mos); $42 (36
mos)
$22 (12 mos); $32
(24 mos); $42 (36
mos)

$60

$50

$70

$95

$54

$60

$85

2

$75

$60

$70

$60

$85

$95
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Attachment
C
COMMUNITY
SERVICES
DEPT
Fee

Classes/Camps

Palo Alto

Cupertino

Fees are formula
driven based on
instructor's hrly
rate, number of
classes, min.
number of
participants,
indirect and
Residents: $6‐
equipment/supply
$865; Non‐
Residents: Fee costs, add 20% for
non‐residents
plus up to 50%

Fremont

Menlo Park

Not in fee schedule. Fees
are published in each
Activities schedule. Fees
are set to cover all direct
costs including
instructors, materials,
contracted services, City's
costs of arranging
programs, use of facilities
and "necessary
overhead". $5 additional
charge for non‐residents

San Mateo

Santa Clara

Varies ‐ City has Fees for most
independent classes/activities Not included
are set based on in Muni Fee
contract
schedule ‐
targeted cost
agreements
Priced in each
recovery of
with instructors
Rec Activity
direct and/or
who provides
guaranteed indirect costs for Guide; Higher
fees for non‐
each
income to the
residents
class/activity
course
Yearly Key ‐
Residents: $50;
Non‐residents:
$100

Primetime: Residents ‐
$9/hr; Non‐resident ‐
$11/hr; Non‐Primetime:
$8/hr.

Tennis

Mountain View

$8

Aquatics ‐ Lap Swim

Sunnyvale

Set
administratively
by Parks/Rec
Director; non‐
residents pay
lower of 25% or
$50 more per
class than
residents

Resident ‐
$6/hour; Non‐
resident ‐
$8/hour
Set by Director

Daily : Non‐
Resident

$4‐$6

$5

Daily: Non‐Resident

$4‐$6

$6

10 Swim: Resident

$40

10 Swim: Non‐
Resident

$60

25 Swim: Resident
25 Swim: Non‐
Resident
25 Swim:
Sr./Resident

$87.50
$109
$30

25 Swim: Sr./Non‐
Resident

$38

3
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Attachment
C
COMMUNITY
SERVICES
DEPT
Fee
Aquatics ‐
Recreational
Swim
Child ≤2
Spectator
Child ‐
Resident
Child ‐ Non‐
Resident
Adult ‐
Resident
Adult ‐ Non‐
Resident
Family ‐
Resident
Family ‐ Non‐
Resident

Palo Alto

Cupertino

Fremont

Menlo Park

Mountain View

San Mateo
Varies by pool,
activities and
residency

Santa Clara

Sunnyvale

Set by Director

$0‐$4
$3
$2,50‐$5

$3

$3

$2.50‐$6

$4

$4

$3‐$6

$4

$5

$3‐$8

$5

$6

$10

$139‐$180

$18

$174‐$220

4

9/9/2013

Attachment
C
COMMUNITY
SERVICES
DEPT
Fee

Mountain View

San Mateo

Santa Clara

Sunnyvale

$36‐$40

Up to $31

$33

$25

$35

$38‐$42

Up to $38

$38

$37

$35

$27‐$30

Up to $21

$27

$12‐$16 after 1pm
Sept 1‐April 30

Up to $16

$14/ resident
only

$46‐$51

Up to $47

$45

$34

$44

$48‐$53

Up to $54

$53

$50

$48

Palo Alto

Cupertino

Fremont

Menlo Park

GOLF ‐ 18 Holes
Wkday: Resident
Wkday ‐ Regular or
Non‐Resident
Wkday ‐
Resident/Sr.

Wkday ‐ Jr.(≤ 17)
Wkend/Holiday ‐
Resident
Wkend/Holiday ‐
Regular
Wkend/Holiday ‐
Resident/Sr.
Wkend/Holiday ‐
Jr.(≤ 17)

$15‐$18 after 1 pm
Sept 1‐April 30

$17/resident only

GOLF‐ 9 Holes
Wkday: Resident

$23‐$25

$15

$15

Wkday ‐ Regular or
Non‐Resident

$23‐$25

$17

$15

Wkday ‐
Resident/Sr.
Wkday ‐ Jr.(≤ 17)
Wkend/Holiday ‐
Resident
Wkend/Holiday ‐
Regular or Non‐
Resident
Wkend/Holiday ‐
Resident/Sr.

$14‐$16
$11‐$13
$26‐$29

$17

$17

$26‐$29

$19

$19

$17‐$19

5
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Attachment
FIRE C
Fee

Palo Alto

Fire Flow Test

$215

Fire Suppression/
Sprinkler
$325 plus
Inpection
sprinkler heads

Cupertino

Fremont

Fireworks

Licensed
Community Care,
Residential or $160/annual or
each license
Child Day Care
renewal
Inspections

Haz Mat
Emergency
Response

Up to $1,170
each incident or
100% full cost
recovery

Mountain View

$250

$96/hour plus
Varies by type fee based on
sprinkler heads
of facility

$195‐
$1,622/hour ‐
charged after 2
Preventable False in 12 month
period
Alarm

$565 each
occurrence

Menlo Park

Varies by type of
facility

$1,084

Pre‐license
Inspection: $164
Based on
plus $368‐$484
assessed risk
based on occupancy
level
Job cost based
on employees'
salary plus
overhead

Santa Clara

Sunnyvale

$211

After second
incident: Engine ‐
$508; Inspector ‐
$332

$96/hour

San Mateo

Hourly rates

6

$535‐$1,474
depending on
Varies by type of facility & sprinkler
heads
$85/hour; 3 hour min.
facility

$134 for 3rd and
subsequent
occurences

$154/hour

$385

$253 ‐ After 3rd
time in 180 day
period

3rd‐4th: $200;
5th‐7th:$350;
8th‐10th:
$500; 11th+:
$750

$292 per
occurrence plus
standby personnel
at time of show

$571 each
occurrence

$229

$100 per
inspection

$134‐$404
depending on
max
occupancy

Hourly rates for
personnel/truck
company

Actual costs

$154/hour

Hourly rates for
personnel/engine

Varies by
facility/size

Hourly rates for
personnel and
equipment

9/9/2013

Attachment
POLICE C
Fee
Massage Estab. ‐
New

Palo Alto

Cupertino

Fremont

$750

$395 includes
fingerprint

$300 plus
background

Massage Estab. ‐
Renew

$450

$93

$150

Massage
Therapist ‐ New

$300

$298 includes
fingerprint

$60 plus
background

Massage
Therapist ‐
Renew

$150

$62

$30

False Alarm
Taxi Driver ‐
Permit
Taxi Driver ‐
Renewal
Taxi ‐ Vehicle
Inspection

Fingerprinting

Menlo Park
Sole proprietor ‐
$135 plus
background
Sole proprietor ‐
$135 plus
background

Mountain View

$900

$450

$450

Registration:
Registration:
$40 (new);
Residential ‐ $20;
Permit renew:
Commercial ‐ $80;
$20; $60 fine if
2nd alarm: $100;
Registration:
more than 3
$25; Standard: 3rd alarm: $150; 4th
alarms in 120
days or 5 in 365 $175; High Risk: alarm: $250; 5th+
alarm: $500
$350
days

$160

$88/up to 4 years,
plus fingerprint

$323, includes
fingerprint

$306

$75, including
fingerprint

$180

$194

$108

$50

$130

DOJ and FBI
established fees

$28

$52 plus DOJ/FBI

$74 biyearly
$336 plus
hourly rate for
personnel

$98 biyearly

Registration: $38;
3rd alarm: $108;
4th: $162; 5th+:
$216

$66/year

San Mateo
$444 plus hrly
rate for
personnel

$45 plus DOJ
and other
agency fees

7

Santa Clara

Sunnyvale

Sole proprietor
$313

$924

Sole proprietor ‐
$210

$857

$209

$45

2nd and
subsequent:
$104

Registration: $24;
Fines: $63 (3rd);
$90 (4th); $115
(5th +); additional
for bank hold up
alarm

Registration:
Residential ‐ $35;
Business ‐ $70;
3rd‐4th alarm:
$200; 5th‐7th
alarm: $350; 8th‐
10th alarm: $500;
11th+ alarm:
$750

$90

$160

$205

$37

$144

$200 (biennial)

$108

$53

$116

City's cost plus
DOJ/FBI

$72

$32 plus DOJ/FBI

$66
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Vehicle ‐
Impound
Release

$135

$196

$150 plus additional
$120 if
misdemeanor or
felony and
Vehicle Code
Infraction: $200; addiitonal $150 if
repeat offender
Impound: $76;
Misdeameanor
(within 12 mos)
Stored: $76
or Felony: $300

7

$52

$238
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WORKS
Fee

Encroach

Cert of
Correct/
Compliance

Palo Alto

Cupertino

Residential: $430;
Non‐residential: Major: $488;
$460‐$920
Minor: $244

$3,240

$1,620

Fremont

Street Cuts

$100

Mountain View

Santa Clara

Varies based on
type and size

Deposit/Actual
Cost

Correction: First
3 sheets: $750;
Each Addl: $100;
Compliance:
$900
Compliance: $700
Flat rate plus % of
construction costs
.58% of project (% varies based on
dollar amount)
valuation

15 gallon:
$155; 24" box:
$330

San Mateo

Processing Fee ‐
$186; engineering
and inspection ‐
higher of $179 or
Residential:
Major: $825 plus
$1,069; Non‐
$312 plus 6% 8% of construction
3% of cost;
cost
Minor: $470; residential: $1,955 of project cost

Higher of $240 or
Bldg
5% of contract
construct/
work
street impact

Street Trees

Menlo Park

$85

Service lateral
connection:
Minor ‐ $609;
$1,080/ trench; $5‐
Major:
$16/sq.ft of trench $1,583; Over
15 days or
depending on
$30K = 5% of Deposit plus fee
pavement
project Costs based on linear ft.
condition

15 gallon tree:
$100

Fees based on
staff hourly
billing rates

8

$107/hour

Correction ‐ $2,509
per certificate;
Compliance ‐ staff
salary X 2.25

Sunnyvale

Varies based on
size/duration

Correction: $301;
Compliance: $534
Flat rate plus % of
construction costs (%
varies based on dollar
amount)

$910

15 gallon:
$11.07/linear ft.

24" box: $350

Varies based on
sq.footage

Varies based on
$312 deposit; sq.ft. and thickness
of asphalt
$107/hour

$155

$251

Deposit plus fee
based on linear ft.
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Community Services Department Class Cost Recovery Policy
The Community Services Department (CSD) offers a variety of programs within its various
divisions such as recreational activities, arts and sciences classes, and open space interpretive
programs. The following Class Cost Recovery Policy is to be used as a guideline to establish
cost recovery targets for fee-based classes and camps within the divisions of Recreation & Golf,
Arts & Sciences, and Open Space & Parks.
Included in CSD’s Strategic Plan is an initiative to “focus energy and (budgetary) resources on
sustaining and enhancing core services”. Through implementation of this Class Cost Recovery
Policy, the department aims to establish cost recovery levels while providing core services and
meeting the social needs of the community.
Policy
The policy takes into consideration: (1) minimum level of acceptable cost recovery, (2) target
level of cost recovery, and (3) fee setting considerations. Cost recovery levels are inclusive of
direct and indirect costs. Indirect costs include both department and City overhead.
Although each program has set minimum and target cost recovery levels, other fee setting
considerations may factor into the pricing of registration fees. Fee setting considerations may
either increase or decrease fees and place cost recovery outside of the minimum and target
levels. These factors include, but are not limited to, market rates, programs for those with
special needs, new programs still being established, and population served. However, within
each of the three divisions offering fee-based classes, the division-wide cost recovery should
meet minimum cost recovery levels.
Once a program is determined to be within the purview of the Class Cost Recovery Policy,
program fees are to be established using the Class Cost Recovery Model and adjusted as
needed. The model is included in the pages to follow.
Each fee-based class or camp is placed in one of four Cost Recovery Groups. The groups
range from Community Benefit to Personal Benefit, representing opposite ends of a cost
recovery spectrum. Programs rated as Community Benefit will cost recover less, while
programs rated as Personal Benefit will cost recover more. This cost structure is in line with
the department’s mission statement: “Engaging individuals and families to create a strong and
healthy community, through parks, open space, recreation, social service, arts, and sciences.”
The four Cost Recovery Groups are:
•
•
•
•

Group I: Community Benefit
Group II: Majority Community Benefit
Group III: Equal Community Benefit and Personal Benefit
Group IV: Majority Personal Benefit
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Division managers, along with input from program coordinators and supervisors, determine the
value of a class or camp for placement within one of the four groups. Each group has a cost
recovery range inclusive of a minimum cost recovery and a target cost recovery level. This
detail is reflected in pages to follow.
On an annual basis, programs are to be reviewed to ensure the established cost
recovery levels are met and adjustments made.
Recovered Costs
Direct costs are expenses incurred in correlation to a class being offered. These costs would
not be incurred if a class were not offered. Typical direct costs are instructor fees and supplies
and materials.
Department indirect costs cover overhead costs incurred by the department for administrative
support, program supervision, utilities, and some maintenance. Some of these costs would
probably be incurred regardless whether a class is offered or not.
City indirect costs encompass citywide overhead, administrative, and facility maintenance
costs. Some of these costs would probably be incurred regardless of whether a class is
offered or not.
Department indirect cost is estimated to be 15% of direct cost while both department and City
indirect costs are estimated to be 35% of direct cost. These estimates are subject to change as
programs are reviewed and to reflect changing overhead costs.
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Class Cost Recovery Model
This model is to be used by Program Coordinators, Supervisors, and Division Managers to plan,
evaluate program cost recovery, and determine expenses, revenues, and course registration

fees.
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Class Cost Recovery Guidelines
In conjunction with the Cost Recovery Model, the following guidelines are to be used to place
classes and camps into one of the four Cost Recovery Groups.
Process:
1) Set a cost recovery range for each Cost Recovery Group, with minimum and target
recovery levels.
2) Evaluate and place each existing program in a Cost Recovery Group.
3) Determine guidelines to be used to place future new programming into a Cost Recovery
Group.
Parameters:
1) Apply to fee-based class and camp programs.
2) Generally, cost recovery for children’s programs will be less than adult programs.
3) Some programs may cost recover less than the minimum level. However, other
programs will need to make up for the difference.
4) Approximately 15% above Direct Costs covers Department Overhead, subject to
adjustment.
5) Approximately 35% above Direct Costs covers both Department and City Overhead, subject to
adjustment.
6) Other fee considerations should be taken into account, such as, but not limited to, market
pricing, competition from other service providers, new program being established, and
population served.
Cost Recovery Groups, Cost Recovery Minimum, and Cost Recovery Targets:
Group I: Community Benefit
•
•

Cost Recovery Minimum: Less than Direct Cost
Cost Recovery Target: Direct Cost

Group II: Majority Community benefit
•
•

Cost Recovery Minimum: Direct Cost
Cost Recovery Target: 115% Direct Cost

Group III: Equal Community and Personal Benefit
•
•

Cost Recovery Minimum: 115% Direct Cost
Cost Recovery Target: Up to 135% Direct Cost

Group IV: Majority Personal Benefit
•
•

Cost Recovery Minimum: 135% Direct Cost
Cost Recovery Target: 135% Direct Cost
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Characteristics of Community Benefit vs. Personal Benefit programs
The four Cost Recovery Groups represent a cost recovery “spectrum”. Programs classified as
being of Community Benefit will cost recover less than programs classified as being of Personal
Benefit.
Division managers, along with input from program coordinators and supervisors,
determine the value of a class or camp for placement within one of the four cost recovery
groups.
•
•
•
•

Group I: Community Benefit
Group II: Majority Community Benefit
Group III: Equal Community Benefit and Personal Benefit
Group IV: Majority Personal Benefit

Below are characteristics to define Community and Personal benefit, opposite ends of a cost
recovery “spectrum”. The opposite ends are represented by Group I and IV. As most programs
have aspects of both benefits, they are placed within the spectrum in either Group II or III.
Community Benefit Characteristics

Personal Benefit Characteristics

Youth and Teen Development
Safety
Early Childhood Development
Environmental Stewardship
Fitness/Healthy Lifestyle for youth
Connecting / Involving People w/ Community
Service Back to Community
Encourages Volunteerism
Cultural Understanding
Cross-Generational Understanding
Unique Experiences not provided by other
organizations
Life Skills for Self Independence
Diversity of Experience
Community Policing – Public Involvement

Leisure Time Experiences
Financial Enhancement
Stress Reduction
Mental / Physical Health for adults
Professional Development
Competitive Sports for adults
Personal Enhancement
Weight Loss
Fitness for adults
Fashion/Beauty/Personal Enhancement
Classes already provided by other
organizations for adults
Life-Long Learning
Skill Building
Social Networking / Contacts for
personal gain

Sustaining our Resources

Attachment DC
Attachment
Community Services Department (CSD) Recreational Activities Participant Data
Fiscal Year 2012
Resident %
Non‐Resident %
when
when available or
available or
applicable
applicable

CSD DEPARTMENT WIDE TOTAL
Number of classes and camps offered

Enrollments in classes and camps

Adult
Child
Total

203
582
785

Adult
Child
Total

2,688
12,062
14,750

ARTS &SCIENCES DIVISION
Children's Theatre:
▪Show Attendance
▪Show Participants
Community Theatre:
▪Show Attendance
▪Number of Performances
▪Enrollments in Music and Dance
Jr. Museum & Zoo:
▪Enrollments in classes and camps
▪School Outreach Classes ‐ Est. # of Children
Art Center:
▪Total Attendance
▪Exhibition Visitors
OPEN SPACE, PARKS, GOLF
▪Total visitors at Foothills Park
▪Hours of Athletic Field Use
▪Gardening Program Participants
▪Rounds of Golf
RECREATION CLASS ENROLLMENTS
▪Dance
▪Aquatics
▪Middle School Athletics
▪Private Tennis Lessons
▪Other Recreation
CUBBERLEY
▪Total Number of Hours Rented
▪Total Number of Rental Bookings
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76%
90%
89%

24%
10%
11%

87%

13%

100%
12%

0%
88%

95%

5%

92%

8%

27,907
1,087
45,635
175
941
2,575
9,701
62,055
29,717
171,413
44,226
292
65,653
886
196
1,455
240
3,532
29,282
9,348
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Facility Rental Rates Comparison (Fiscal Year 2013)
City

Location

Room

Sq. Ft.

Resident

Non-Resident

Palo Alto
Menlo Park
Mountain View
Mountain View

Lucie Stern Center
Arrillaga Family Center
Senior Center
Community Center

Ballroom
Sequoia
Social Hall
Auditorium

2,800

$152/hr
$125 - $170/hr
$115 - $231/hr
$114 - $120/hr

$228/hr
$170 - $230/hr
$289 - $405/hr
$182 - $197/hr

Palo Alto
Lucie Stern Center
Menlo Park
Arrillaga Family Center
Mountain View Senior Center

Community Room
Juniper
Multi A

1,125

$110/hr
$55 - $75/hr
$75 - $150/hr

$165/hr
$75 - $100/hr
$174 - $289/hr

Palo Alto
Lucie Stern Center
Menlo Park
Arrillaga Family Center
Mountain View Senior Center

Fireside Room
Willow
Multi B

$88/hr
$35 - $50/hr
$23.25 - $46/hr

$132/hr
$50 - $70/hr
$93 - $127/hr

Palo Alto
Menlo Park

Lucie Stern Center
Arrillaga Family Center

Patio
Large Patio

$90/hr
$125 - $170/hr

$135/hr
$170 - $230/hr

Palo Alto
Menlo Park

Lucie Stern Center
Arrillaga Family Center

Kitchen
Kitchen

$32/hr
$25 - $40/hr

$48/hr
$50 - $70/hr

2,030

$47/hr
$75 - $100/hr
$38 - $48.50/hr

$47/hr
$100 - $135/hr
$113 - $131/hr

6,732

$92/hr
$110/hr
$59/hr
$110/hr
$110/hr

$92/hr
$110/hr
$76/hr
$139/hr
$139/hr

Palo Alto
Rinconada & Mitchell Parks Group Picnic Sites
Menlo Park
Various Parks
Group Picnic Sites
Mountain View Various Parks
Group Picnic Sites

$43 - $119/day
$5/hr
$103/day

Not Available
$10/hr
Not Available

Palo Alto
Various locations
Menlo Park
Various locations
Mountain View Various locations

Youth
$3 - $27/hr
$8 - $34/hr
$2/hr

All others
$46 - $216/hr
$22 - $100/hr
$25 - $88/hr

1,085

650

680

6,300

480

Palo Alto
Cubberley Center
Menlo Park
Arrillaga Family Center
Mountain View Community Center

Dance Studio
Maple Dance Studio
Room 3 (Dance)

Palo Alto
Palo Alto
Menlo Park
Mountain View
Mountain View

Gymnasium A
Gymnasium B
Gymnasium
Gymnasium
Gymnasium

Cubberley Center
Cubberley Center
Onetta Harris Center
MV Sports Pavilion
Whisman Sports Center

2,378

Athletic Fields
Athletic Fields
Athletic Fields
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1,650
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FINANCE COMMITTEE
MINUTES
Regular Meeting
Tuesday, September 17, 2013
Chairperson Burt called the meeting to order at 7:00 P.M. in the Council
Chambers, 250 Hamilton Avenue, Palo Alto, California.
Present:

Berman, Burt (Chair), Schmid, Shepherd

Absent:
ORAL COMMUNICATIONS
None
AGENDA ITEMS
1.

Library Bond Oversight Committee Quarterly Reports.

Lalo Perez, Director of Administrative Services, reviewed the directions to
Staff from a prior Finance Committee (Committee). The Library Bond
Oversight Committee (LBOC) was concerned about the cost increases
associated with the Mitchell Park Library and Community Center reaching the
bond threshold of $76 million.
Council Member Schmid inquired whether the LBOC was a Brown Act
Committee.
Mr. Perez stated he would check.
Council Member Schmid felt the report provided insufficient information and
asked if the LBOC merely reviewed payments or discussed payments as
accomplishing a goal.
Mr. Perez did not personally attend meetings; therefore, he could not
provide a summary of the discussion at prior LBOC meetings. Staff could reagendize the item for an in-depth discussion of LBOC meetings.
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Chair Burt recalled that the Council requested regular detailed reports
regarding LBOC activities and questioned the role of the LBOC. The LBOC
was not tasked with scrutinizing and challenging policy decisions.
Council Member Schmid believed an Ordinance required an oversight
committee for each major bond issue. If the Council issued another bond
and formed an oversight committee, the Council should indicate the benefit
it would receive from an oversight committee.
Mr. Perez agreed that the role of the LBOC was limited and defined. Public
Works and Administrative Services Departments had internal controls for
payments and transactions with regard to the bond. The LBOC was a Brown
Act Committee.
Council Member Schmid suggested holding a discussion about the role of an
oversight committee.
Chair Burt agreed.
Vice Mayor Shepherd noted Municipal Code 2.16 was not specific to the
LBOC. She inquired whether change orders with respect to LEED green
buildings for both the Mitchell Park and Downtown Libraries were bondable.
Mr. Perez reported bond counsel generally directed that fixed and permanent
parts of the structure were bondable.
Vice Mayor Shepherd requested Staff determine whether roof replacement
was a maintenance item.
Mr. Perez would review that item. He was unaware whether the roof
replacement was associated with work being redone or a separate item.
Vice Mayor Shepherd did not believe bond funds were being utilized for fixed
equipment at Mitchell Park Library.
Chair Burt felt furniture and fixtures were outside the use of bond funds.
Vice Mayor Shepherd was unsure what fixed equipment in the amount of
$1.7 million encompassed. She wanted to ensure that items were properly
segregated for payment with capital improvement funds or bond funds.
Mr. Perez would review and respond to those items.
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2.

Approval of Fiscal Year 2013 Re-Appropriation Requests to be Carried
Forward into Fiscal Year 2014.

Walter Rossmann, Director of Office of Management and Budget, reported
Staff requested the Finance Committee (Committee) recommend to the
Council to carry forward funds for various projects. There were various
reasons for re-appropriation requests including delays in and sequencing of
projects.
Staff requested approval to carry forward Management and
Professional Development funds across various departments in order to fund
training in Fiscal Year (FY) 2014. During the mid-year Budget process, Staff
would present a plan to appropriate those funds. Approximately $600,000
in the General Fund and $2.3 million in all funds were proposed to be carried
forward. In FY 2012 the Council approved carrying forward approximately
$1 million in the General Fund and approximately $9 million in all funds.
Council Member Schmid asked if operating transfers in and operating
transfers out were part of the re-appropriations.
Mr. Rossmann explained that the re-appropriated funds were not reflected in
the Budget as adopted by the Council. They were funds from the FY 2013
Budget that Staff requested be carried forward to the FY 2014 Budget.
Council Member Schmid inquired whether the re-appropriated funds would
be included in the FY 2014 Budget as operating transfers in.
Mr. Rossmann stated the funds would not be indicated as a transfer. The
funds would be placed in the specific funds in which they were originally
budgeted. It was not a transfer of funds, but a re-appropriation of funds
from one fiscal year to the next.
Vice Mayor Shepherd asked if the funds were re-appropriated because the
funds were not spent in FY 2013.
Mr. Rossmann answered yes.
Chair Burt inquired whether re-appropriated funds moved from the expense
side of the FY 2013 Budget to the expense side of the FY 2014 Budget.
Mr. Rossmann explained that the funds were not shown as an expenditure
because they had not been expended. Technically, unspent funds moved to
the unrestricted ending fund balance, and then carried forward for the same
purpose in the next fiscal year. When the funds were spent, then they
would be shown as an expenditure.
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Council Member Schmid inquired whether re-appropriated funds would be
shown on the revenue side for FY 2014 as an operating transfer in.
Lalo Perez, Director of Administrative Services, reported that the first
quarter report would have a line item for re-appropriations. The specific
expenditures would be shown in the specific department categories.
Chair Burt asked if re-appropriated funds would move over on both the
revenue and expense sides to the FY 2014 Budget.
Mr. Rossmann replied yes.
Chair Burt noted the Police Utilization Study was carried over because of
competing work demands, and inquired about the cause of and a solution for
the competition.
Mr. Perez indicated the Police Department had a significant amount of
vacancies which caused difficulties with completing the study. Management
Staff suggested the study be included as a re-appropriation so it could be
included in the work plan in FY 2014.
Chair Burt understood the study had not been initiated.
Mr. Perez agreed.
Chair Burt inquired about the date for releasing a bid and completing the
study.
Mr. Perez indicated a bid could be released in three to four months
depending on the amount of time needed to complete the scope of services.
Ian Hagerman, Senior Management Analyst, reported a Request for Proposal
(RFP) had not been drafted. The Police Department was interested in
performing the study, but the priority for the study was lower than two
larger, more significant projects.
Chair Burt suggested the study would not occur in FY 2014.
Mr. Hagerman did not expect the project to be completed in FY 2014, but
hoped it would be initiated in FY 2014.
Chair Burt asked if the study would be initiated once the two larger projects
were completed.
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Mr. Hagerman stated it was possible to begin the project once one of the
larger projects was completed; however, it would be difficult.
Chair Burt asked which department initiated the study.
Mr. Perez responded that the City Manager's Office directed Staff to perform
the study.
Chair Burt could accept the timeline for initiating and completing the study;
however, he requested a report on the timelines and actions needed for the
three major projects.
Mr. Hagerman noted other Police Department projects included replacement
of mobile audio and video in police cars, outfitting of seven new police
cruisers, replacement of TASERs, and investigation of body cameras. A
number of significant technology projects needed to be prioritized in the
context of the study.
Chair Burt agreed that the various technology improvements were
important; however, the Council should see the list of competing projects
and priorities in order to understand that the study was not forgotten.
Mr. Hagerman suggested Staff include a schedule of projects and timelines
when the item was presented to the Council.
MOTION: Council Member Schmid moved, seconded by Council Member
Berman to recommend the City Council approve the Fiscal Year 2013 Reappropriations to be carried forward into Fiscal Year 2014.
MOTION PASSED: 4-0
3.

Cost of Services Study - Draft Report.

Walter Rossmann, Director of Office of Management and Budget, reported
that MGT of America (MGT) updated fees, incorporated the full cost of
administrative services and calculated the cost recovery percentage based
on activity level. The report did not include any fees related to the Planning
and Community Environment Department. MGT reviewed approximately
650 of the City's 1,000 fees. Cost recovery considerations include private
versus public benefit, service recipient versus service driver, consistency
with City goals and policies, elasticity of demand, and availability of services
from the private sector. At the low cost recovery level of 30 percent, the
City only recovered some cost for services. The majority of fees overall
were within the medium range. MGT identified certain fees in the 2009
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report which were above the cost recovery level. Staff was reviewing those
fees to determine a process to identify costs and related revenues. If it is
determined that any fees generated revenue above the costs for providing
the service, staff will return to the Finance Committee (Committee) in
November 2013 to recommend adjusting these fees. Also in November
2013, Staff would present information regarding the first responder fee.
Based on the Committee's input, Staff planned to present a User Fee Cost
Recovery Policy to the City Council in November 2013. In December 2013
Staff would begin working with departments to set fees for Fiscal Year (FY)
2015. Staff's recommendations were for the Committee to accept the report
as presented including MGT's draft report, to provide input regarding the
User Fee Cost Recovery Policy and to direct Staff to present a policy for user
fee cost recovery to the Council in November 2013.
Vice Mayor Shepherd liked the report's description of the method for
considering different services. She inquired about field services under
Animal Services.
Mr. Rossmann explained that field services was work Animal Services Staff
performed in the community such as checking on an abandoned animal.
Council Member Berman stated it was logical to break up the services
provided.
Council Member Schmid indicated the diagram on page 63 provided a sense
of Staff's recommendations working differently by department. The gap
between the amount charged and the amount that should be charged for
Police, Fire and Public Works Departments was substantial. He questioned
the need to raise fees for services performed by those departments, because
an increased fee could discourage residents from obtaining City services.
Mr. Rossmann did not propose increasing fees in one year. Large substantial
increases should be phased in over a number of years. Fees for those
departments should be at a recovery level of 70 percent to 100 percent.
The policy framework was that fees should be high, but not necessarily at
100 percent cost recovery. MGT's recommendations reflected actions taken
in other cities.
Council Member Schmid agreed with implementing fee increases over time.
Lalo Perez, Director of Administrative Services, recalled that the Committee
wanted to review the draft MGT recommendations and report before
receiving a final report.
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Council Member Schmid noted the report did not recommend increasing fees
for Animal Services and Community Services Department (CSD). The report
contained a rationale for charging different fees for some CSD services such
as children's and seniors' programs. The vast majority of program users
were middle-class City residents. He requested Staff comment on the
rationale.
Mr. Rossmann stated the average cost recovery levels for those type of
programs were approximately 30 percent. There were many variations
within programs. The City addressed the disabled, senior, low-income and
youth populations with separate programs. In the prior fiscal year, the City
subsidized an additional $30,000 to allow those populations to access
services at a lower cost.
Council Member Schmid indicated the percentage of cost recovery for CSD
programs ranged from less than 5 percent to 68 percent.
Those
percentages did not support the rationale.
Mr. Rossmann suggested the Committee consider percentages for groupings
of CSD programs rather than overall percentages. When Staff presented the
proposed fee schedule for FY 2015, they would present cost recovery levels
for groups of activities within a department so the Committee could see the
amount the General Fund subsidized services.
Council Member Schmid commented that the attendance and enrollment
figures showed a benefit beyond the number of participants enrolled in a
program. He suggested Staff integrate the attendance and enrollment
figures into an assessment of the impact on the community.
Mr. Perez added that other components for consideration were public-private
partnerships and community surveys regarding programs.
Council Member Schmid felt the number of participants and amount of
contributions were good indicators of the community's desire for the service.
Mr. Perez reported that the Council could identify certain core services as
part of the fabric of the community and state that those services would be
subsidized.
Council Member Schmid indicated that one of the criteria for a survey should
be whether services were provided throughout the community.
The
situation with Cubberley Community Center should be considered when
analyzing that data.
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Mr. Perez agreed that the situation with Cubberley would influence
recommendations for fees. For example, if some Cubberley facilities were
renovated, there could be a cost sharing component with tenants.
Rhyena Halpern, Assistant Director of Community Services, reported the
closing of the Art Center reduced revenue to 1 percent. In FY 2013 the Art
Center was open eight months and exceeded the revenue generated the last
year it was fully open. The Council decided not to charge a pay for play at
the Children's Theatre. The Junior Museum and Zoo did not have a ticket at
the gate, resulting in lower revenue. Art in Public Places currently did not
generate revenue.
The Council decided not to subsidize the three
Community Theatre partners, also resulting in lower revenue.
Chair Burt asked who the Community Theatre partners were.
Ms. Halpern responded TheatreWorks, Palo Alto Players and West Bay
Opera. The Council continued to support summer concerts. Class programs
under visual arts for both youth and adults continued to do well. The gallery
space at Art Exhibitions did not charge admission; therefore, it did not have
any revenue.
Vice Mayor Shepherd commented that Art Exhibitions was not open.
Ms. Halpern indicated the music and dance programs could expand
considerably if more physical space was available. The opening of Mitchell
Park Community Center would provide additional space for programs and
additional revenue through facility rental.
Council Member Berman noted the total indirect expenses were
astronomically higher than the total direct expenses for Community Theatre,
and inquired about the indirect expenses.
Ms. Halpern reported the 1.5 Full Time Equivalent (FTE) at the Community
Theatre was reduced to 0.34 FTE, causing the direct expense to be low. The
indirect expense was high because of maintenance of the facility.
Council Member Berman inquired whether the maintenance cost was
ongoing or a one-time expense.
Gail Wilcox, Management Specialist, explained that Public Works
maintenance and custodial charges were allocated based on square footage.
Maintenance and custodial charges were approximately $400,000 for
Community Theatre.
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Council Member Berman believed a survey regarding community needs and
desires for services would influence the cost recovery data.
Mr. Perez reported the Committee could retain the item for additional indepth discussion, because Staff's timeline for the item was a suggestion
only.
The FY 2015 Budget projection indicated a balanced budget;
therefore, there was not a fiscal driver to present the item to the Council.
Chair Burt inquired whether the Committee should recommend Staff present
a draft User Fee Cost Recovery Policy to the Council in November 2013.
Mr. Perez answered no. The Committee could provide Staff with guidelines
for the content of the draft User Fee Cost Recovery Policy, which could then
be returned to the Committee or presented to the Council.
Chair Burt preferred to review the policy before recommending it to the
Council.
Mr. Perez indicated Staff suggested presenting a draft policy to the Council
in November in order to meet the timeline of the Budget process.
Chair Burt felt the Committee should spend more time discussing issues.
Hopefully the Council could reflect community values in the policy by
receiving broad community input. The community deeply valued services
and assumed services would continue without change.
Mr. Rossmann stated the Council should review fees and cost recovery
annually. The Committee could direct Staff to gradually phase in any kind of
fee increase and to give advance notice of fee increases. In the past the
City increased fees by the Consumer Price Index (CPI) and increased the
technology fee by 5 percent.
Chair Burt indicated the concept of phasing in fee increases reduced his
concerns, but did not eliminate them. Staff recommended the Committee
present to the Council a policy, which the Committee would need to consider
at length. The Committee should consider the many consequences of any
policy, and accept and anticipate the community's reaction to a revision of
the fee policy.
Mr. Perez mentioned that internal discussions coupled the Municipal Fee
Schedule with the Budget process; however, fees could be incorporated at
any point in the fiscal year. Removing the tie with the Budget process would
allow for community input.
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Chair Burt felt it was a good idea to consider fees before the Budget process
began. He recalled that the Committee wanted to have an extensive period
of time for discussion.
Mr. Rossmann noted that the Budget assumed a certain amount of revenue
from fees. Once the Budget was set at that revenue level, fees needed to be
considered to have a balanced Budget.
Chair Burt suggested it would be relatively easy to change fees for some
programs.
Vice Mayor Shepherd agreed that the Committee needed to review the policy
in depth. The report provided a good discussion of integrating fee increases
with community acceptance. She wanted to compare some fees with the
fees charged in other communities.
Chair Burt did not believe the Committee had a good sense of the policy's
implications. The Committee needed to model the policy on a number of
areas and ensure it was appropriate for implementation.
Vice Mayor Shepherd felt the Council should be aware of the material in the
MGT report, and the Committee should notify the Council that it would
continue to discuss individual fee changes.
Chair Burt indicated the Committee should determine whether the policy
recommendations appeared to match ramifications before recommending it
to the Council. If Staff returned to the Committee with a proposed policy,
then the Committee could schedule an entire meeting to review the policy in
detail. He questioned whether the Council should adopt a policy prior to
fully understanding its implications.
Vice Mayor Shepherd wanted the Council to agree with the methodology for
handling indirect costs prior to the Committee reviewing fees in depth.
Chair Burt stated indirect costs were probably the easier portion of the
discussion.
Vice Mayor Shepherd noted Staff had calculated indirect costs for fees, and
the Committee should review the fees for irregularities.
Chair Burt believed the contentious part of the discussion would be moving
from concept to reality.
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Mr. Rossmann reported that the MGT report looked backward in using actual
data, actual activity and actual cost. Staff would look forward in setting
fees, reviewing budgeted costs and estimating activity levels. Based on the
fee setting, Staff could determine revenue and then the cost recovery
percentage. The challenge was understanding the consequences of the
policy framework. He suggested the Committee approve guidelines rather
than a policy. When Staff developed the FY 2015 fee schedule, they would
review fees with these guidelines in mind and any significant fee changes
above customary increases would be identified for the Committee. To allow
in-depth discussion of policy and specifics, Staff could present the Municipal
Fee Schedule including cost recovery levels. With that information, the
Committee could see the framework and determine whether and how much
to increase fees.
Council Member Schmid felt the Committee should focus on a policy
framework. At the policy level, the consultant made the point effectively
that increases in CPI sometimes did not align with the cost basis. If indirect
costs were associated with policy, then fees would increase by 5-6 percent.
In a few years City services might not be competitive. The policy should
engage the question of how important these types of services were to
building a community and whether they should be based on the tax base of
the community. Perhaps some subsidy from the tax base could be used to
build services. A policy should indicate that fees be set around a CPI
increase, and the General Fund's subsidy would increase slightly each year.
A policy that utilized direct and indirect costs and City overhead would not
be viable if fees were increased based on a CPI rate. The heart of the
dilemma was City services and their value.
Vice Mayor Shepherd mentioned that in the prior year fees increased by 8
percent, and inquired whether the increase affected participation.
Mr. Perez responded no; however, fees had not been increased for a while.
Vice Mayor Shepherd noted the MGT report allowed the Council to consider a
discount for some fees.
Mr. Perez reported the Council made decisions years ago about the value of
services, and it was time for the community to review those decisions. The
Council would need a logical explanation for raising some fees and not
others. Good outreach would allow the community to understand the
rationale for raising some fees.
Chair Burt believed the process brought more and better information;
however, the Committee needed to reconcile the data with values.
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Adjusting fees for accounting methods, CPI and indirect costs resulted in
major cost increases for programs and significantly less General Fund
subsidy. He wanted the Committee to consider the level of increase in
expenses for all programs as the result of better accounting.
Vice Mayor Shepherd indicated the Information Technology (IT) fee was
included in indirect costs and expensed to the different departments. She
inquired whether that was presented to the Council.
Mr. Perez replied no.
Chair Burt asked if Staff inadequately attributed IT expenses to various
services or incorrectly attributed IT expenses to specific services.
Mr. Perez reported that Staff wanted to reflect the cost based on the
different methodologies of all overhead expenses throughout the
organization.
This exercise captured the costs and reflected them
throughout programs.
Chair Burt inquired whether allocation of costs was consistently standardized
through that process.
Mr. Perez was attempting to standardize allocation of costs. In some
situations the Council could decide that fees for some programs would not
be increased. In those situations, Staff would utilize guidelines to set fees
with exceptions in some areas.
Chair Burt believed that was a form of standardization with discretion.
Mr. Perez remarked that the Council might not agree with Staff's
recommendation regarding allocation of costs.
Vice Mayor Shepherd wanted to ensure the Council was aware of the
methodology for allocation of costs prior to the Committee reviewing the
individual fees.
Mr. Rossmann indicated the 2014 fees were not set with overhead expenses.
Chair Burt asked if the IT overhead expenses were allocated less
systematically or under-allocated prior to the IT adjustment.
Mr. Perez believed Staff allocated expenses in a proper manner to the funds.
Staff was currently reviewing programs and allocating expenses to the
specific programs.
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Chair Burt understood that the dollar amount allocated to the programs did
not change, but the method and detail of allocating expenses changed.
Mr. Perez was attempting to add more standardization.
Staff utilized
obvious methodologies in some areas, but identified a different methodology
for subjective areas.
Chair Burt suggested Staff present a high-level summary in layman's
language of the methodology for allocating expenses.
Vice Mayor Shepherd noted there were different methods to allocate
expenses, and the methodology was changing again to consider fees. Staff
should inform the Council about those methodologies, and then the
Committee could review individual fees.
Chair Burt indicated at the next Committee meeting Staff would present a
summary of changes to the methodology of IT allocations.
Vice Mayor Shepherd felt the issue was overhead expenses, not IT expenses.
Mr. Rossmann stated the technology fee was a direct allocation of capital
expenditures within the IT Fund rather than the expenses of operating the IT
Department.
Based on the internal services provided, different cost
allocation basis are used to recuperate the cost for internal services.
Chair Burt stated Staff would provide a summary of changes to the
methodologies used for overhead allocations to specific services.
Vice Mayor Shepherd believed the Committee needed to explain the
allocation of costs.
Council Member Schmid asked if allocation of costs was embedded in the FY
2014 Budget.
Mr. Perez asked if Council Member Schmid was referring to the 5 percent IT
fee.
Council Member Schmid noted in the Budget the IT Department had a
decline in expenditures because of an allocation to other departments. He
inquired whether the allocation processes were embedded in the current
Budget.
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Mr. Perez answered yes.
2014 numbers.

The draft guidelines were not utilized in the FY

Chair Burt questioned the impact of the Committee accepting MGT's report
in that MGT recommended certain recovery levels. He inquired whether
Staff recommended the City implement those recovery levels.
Mr. Rossmann replied no. The Committee would acknowledge receipt of the
MGT report.
That did not mean the Committee accepted MGT's
recommendations.
Chair Burt suggested a Motion should clarify that the Committee accepted
receipt of the MGT report.
Vice Mayor Shepherd noted both reports would be addressed at the next
Committee meeting.
Chair Burt felt the Committee should articulate the intellectual foundation for
the value of a benefit accruing to an individual versus an entity. A number
of the value-based overlays were aligned with community values. The
Committee should discuss the rationale for one group being more important
to subsidize than another group.
Mr. Perez agreed. The discussion would become more challenging when
considering the Development Impact Fee. In some instances, Staff utilized
the State system to set fees. Staff identified those services utilizing the
State system.
Chair Burt indicated at one level the primary purpose of some beneficiaries'
existence was financial gain.
There was not a clear dividing line for
beneficiaries, but there were distinctions among beneficiaries.
Council Member Berman noted within the category of residents were renters
and homeowners.
Chair Burt stated not all residents would receive the same impact. An open
discussion would allow the Committee to reflect on and identify sound
rationales.
Council Member Schmid believed some services provided by CSD and Animal
Services benefited all residents and should not be included in categories.
MOTION: Vice Mayor Shepherd moved, seconded by Chair Burt to direct
Staff to return to the next Finance Committee meeting no later than
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November with a summary of changes to methodology of overhead
allocations for specific services, return with a draft User Fee Cost Recovery
Policy, and the Finance Committee accepts receipt of the Staff report and
MGT draft report.
Vice Mayor Shepherd inquired whether the Motion allowed the Committee to
have a detailed discussion regarding fees after the Council agreed with the
methodology for allocation of costs.
Chair Burt explained that the Motion did not capture next steps. The policy
would return to the Committee for full review of policy implications.
Mr. Rossmann requested time for Staff to consider timing, process and the
FY 2015 schedule.
Staff could provide a draft policy as part of the
November recommendation.
Vice Mayor Shepherd agreed with Staff including Cubberley Community
Center in the discussion.
Council Member Schmid felt the title User Fee Cost Recovery Policy held a
connotation that the goal was to recover costs.
He understood the
discussion was that fees might contain costs other than cost recovery. He
suggested Municipal Fee Policy Statement as a substitute. Cost recovery
was a goal but should not be the single goal.
Vice Mayor Shepherd indicated the policy varied among categories.
Chair Burt did not want to imply that the intention was full cost recovery.
Mr. Perez suggested recovery levels.
Chair Burt agreed with the intent of User Fee Recovery Level Policy.
Mr. Rossmann suggested User Fee Cost Recovery Level Policy. The intent
was not to fully recover the cost of services. He inquired whether the Motion
should read "specific indirect services" rather than "specific services
allocation."
Chair Burt intended for the Motion to state indirect costs to specific services.
Chair Burt referenced Packet page 48 regarding consistency with City goals
and policies. The statement was not limited to Council Priorities or goals,
policies and programs in the Comprehensive Plan. The Committee should
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consider how to describe the values and Guiding Principles encompassed by
this statement..
Mr. Rossmann reported the statement was intended to capture not only
current Council policy but also future policy. It was a catchall statement to
allow future Council policy decisions.
Council Member Berman hoped the Council would have that discussion prior
to the item returning to the Committee in November.
Mr. Perez would review the timing of the update with the City Manager.
Chair Burt noted the cost recovery for CSD youth programs was two or three
times the cost recovery rate for adult programs. The City was subsidizing
adult programs at a much higher rate in those categories. The Committee
should have that type of in-depth discussion.
Vice Mayor Shepherd indicated one of the factors was market rates.
Chair Burt suggested the Committee consider additional factors for
community benefit characteristics and personal benefit characteristics. He
was unsure what diversity of experience under community benefit meant. It
could mean the value of social, economic, and ethnic diversity in the
community or the experience of programs. Mental and physical health
benefits for adults could be personal or community benefits.
Some
programs would not be easily categorized. Perhaps the chart needed a third
category.
MOTION PASSED: 4-0
FUTURE MEETINGS AND AGENDAS
Lalo Perez, Director of Administrative Services, announced there was no
meeting scheduled for October 1, 2013. On October 15, 2013, the Agenda
included the audit of contract oversight for the trenching and installation of
electric substructures.
Vice Mayor Shepherd indicated she would not be present on October 15.
Chair Burt wished to ensure the presence of as many Committee Members
as possible for important Agenda Items.
Mr. Perez stated the only Agenda Item was the audit of contract oversight
for the trenching and installation of electric substructures. Staff could poll
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for a special meeting or continue the item to the November 5 meeting which
had only one Agenda Item.
Chair Burt suggested polling for October 8 or 22 as alternative dates.
Mr. Perez noted the Policy and Services Committee was scheduled for a
meeting on October 8, 2013.
Chair Burt requested Staff poll for a meeting.
Mr. Perez reported that Staff would present the Development Impact Fee at
the November 5, 2013 meeting. The first component was to present the list
of infrastructure needs. The consultant would present the process and next
steps. Agenda Items for the November 19 meeting included the year-end
financial report and the year-end Capital Improvement Program status
report. The Agenda for the December 3, 2013 meeting included the first
quarter financial information.
ADJOURNMENT: Meeting adjourned at 9:12 P.M.
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(ID # 4237)

Finance Committee Staff Report
Report Type: Action Items

Meeting Date: 11/5/2013

Summary Title: Draft User Fee Cost Recovery Level Policy
Title: Draft User Fee Cost Recovery Level Policy
From: City Manager
Lead Department: Administrative Services
Recommendation:
Staff recommends that the Finance Committee direct Staff to bring forward to the City Council the
attached draft User Fee Cost Recovery Level Policy for City Council discussion.

Executive Summary:
As directed by the Finance Committee at the September 17 meeting, this report presents a Draft User
Fee Cost Recovery Level Policy for Finance Committee review (see Attachment A), summarizes the cost
components for fee-related activities, and transmits the September 17 Finance Committee report on the
Cost of Service Study (see Attachment B).

Background:
At the September 17 Finance Committee Meeting, staff transmitted a consultant report regarding the
cost of services study for fees not related to development services activities and presented policy
considerations for a forthcoming User Fee Cost Recovery Level Policy (see Attachment B). At that
meeting, Committee Members expressed concern with approving a User Fee Cost Recovery Policy
without understanding its application to the City’s Municipal Fee Schedule and its implications to the
values of the community. To address this concern, staff shared with the Committee that the FY 2015
Proposed Municipal Fee Schedule will include a cost recovery level percentage as an indicator regarding
the General Fund subsidy for fee-related activities and proposed to return to the Finance Committee
with a draft User Fee Cost Recovery Level Policy in November. After extensive discussion, the Finance
Committee asked staff to return in November with a draft Policy and a summary of the cost components
for setting municipal fees for final Finance Committee review and recommendation to forward the draft
policy and this report to the City Council.

Discussion:
As directed, a draft User Fee Cost Recovery Level Policy is attached (see Attachment A).
City of Palo Alto
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recommends that the Finance Committee forward the draft policy to the City Council for policy
discussion. After receiving input from the City Council and after review and approval of the Fiscal Year
2015 Proposed Municipal Fee Schedule, staff will review and potentially update the draft policy and
submit a final version for Finance Committee review and approval in fall 2015.

As discussed at the September 17 Finance Committee meeting, as part of the development of the FY
2015 Proposed Municipal Fee Schedule, staff will document the staff time to provide services for over
1,000 Municipal Fees and calculate the full cost for these fees including the cost components
summarized in the table below. As part of the publication of the FY 2015 Proposed Municipal Fee
Schedule, staff will include the average cost recovery level for grouped fees such as arts and science
classes, golf fees, or Hazmat Inspection fees, which will indicate the General Fund subsidy provided for
such fee-related activities.

Cost Component

Description

Salary and Benefits by
Classification

Captures the hourly (or portions thereof) cost of employees by average
classification costs who provide the service

Compensated Absences Cost

Captures the cost for vacation or sick time as well as time spent
working, which cannot be allocated to specific fees (e.g.: time spent in
meetings or trainings)

Departmental Administrative
Support Cost

Captures the portion of cost of administrative units in a Department
(e.g.: staff spending time on policy direction, analysis, and department
oversight)

City-wide Support Department
Costs

Captures the portion of cost of internal support departments (e.g.:
People Strategy and Operations, Purchasing, or Payroll)

Non-Salary Costs

Any non-salary costs directly related to the fees (e.g.: paper or forms)

It is important to note, that the cost for facilities is not included as a cost component. Including facility
costs would require the measurement of office space related to the employees providing fee activity
services and allocate these costs over the time an employee spends on a particular fee. Based on a
preliminary analysis, the potential revenue from this cost component outweighs the cost for collecting
the data.

Resource Impact:
With the review of this draft User Fee Cost Recovery Level Policy, no resource impact is anticipated.
However, to keep up with increasing salary and fringe cost, staff is evaluating increasing all FY 2014
Adopted Fees by 3 – 4 % as part of the FY 2015 Proposed Budget. This will ensure that the General Fund
subsidy for fee-related activity will not increase and that the same cost recovery level will be
maintained.
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Next Steps:
If approved by the Finance Committee, staff intends to bring forward the draft User Fee Cost Recovery
Level Policy for City Council discussion in December or January.

Attachments:


Attachment A - Draft User Fee Cost Recovery Level Policy (PDF)



Attachment B - Sept17 Finance Committee Cost of Services Study Report (PDF)
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USER FEE COST RECOVERY LEVEL POLICY
BACKGROUND
The City provides a variety of services to the public which benefit the entire community or individual
residents or businesses. For certain services such as regulatory fees, arts and science classes, or
recreational activities, the City traditionally has recovered partially or fully the cost for providing these
services, which would have been otherwise paid from the General Fund.
Propositions 13, 218, and 26 have placed both substantive and procedural limits on cities’ ability to
impose fees and charges. Collectively these constitutional amendments provide safeguards against
taxes being imposed without a vote of the people.

POLICY STATEMENT
It is the policy of the Palo Alto City Council to assess the cost recovery level of over 1,000 Municipal Fees
in lieu of subsidizing fee‐related activities with General Fund dollars based on the following Policy
Statements.
1. Community‐wide vs. Private Benefit: Funding services such as police patrol services only through
taxpayer dollars is appropriate for services that benefit the entire community. When the service or
program provides a benefit to specific individuals or groups such as the issuance of building permits,
it is common for the individual(s) receiving that benefit to pay for all of the cost of that service.
2. Service Recipient vs. Service Driver: The concept of the service recipient vs. service driver is
particularly important for regulated activities such as development review and Police issued permits.
Although the community primarily benefits, 100% cost recovery from the “driver“ of the need for
service is appropriate such as a building permit or a Massage establishment permit applicant.
3. Consistency with City Goals and Policies: City policies and Council goals related to the community’s
quality of life may also be factors in setting cost recovery levels. For example, fee levels can be set
to promote healthy habits, facilitate environmental stewardship, or discourage certain actions (e.g.:
false alarms).
4. Elasticity of Demand for Services: The level of cost recovery can affect the demand for services. A
higher level of cost recovery could ensure the City is providing services such as recreational classes
or summer camps for children and youth without overly‐stimulating a market by artificially low
prices. Such low prices, which are a reflection of a high General Fund subsidy, may attract
participants from other Cities. However, high cost recovery levels could negatively impact the
demand for such services to low income individuals, children, or seniors.
5. Availability of Services from the Private Sector: High cost recovery levels are generally sought in
situations where the service is available from other sources in order to preserve taxpayer funds for
core City services. Conversely, services that are not available from other sources and are typically
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delivered when residents experience an emergency basis typically have low or zero cost recovery
levels.
Based on these policy statements, the table below overlays certain cost recovery levels grouped in low
(0‐30%), medium (30.1% to 70%), and high (70.1% to 100%) cost recovery percentage ranges with the
Policy statements. It is important to note that these groupings provide policy guidance and are not
absolute. Some policy considerations may weigh more heavily than others, which will be considered in
the annual development of the Proposed Municipal Fee Schedule. The Proposed Municipal Fee
Schedule is reviewed and approved by the Finance Committee and subsequently by the City Council. For
example, fees for recreational activities should be set in general at the Medium cost recovery level.
However, fees for seniors or low income residents may be at the low cost recovery level. Alternatively,
permits and development activity should be set at close to 100% cost recovery level.
Cost Recovery
Levels
Low

Cost Recovery
Percentage Range
0% ‐ 30%



Policy Considerations
No intended relationship between the amount paid and the
benefit received



Fee collection would not be cost effective and/or would
discourage compliance with regulatory requirements



No intent to limit the use of the service



Public at large benefits even if they are not the direct users
of the service



Affordability of service to low‐income residents
Services having factors associated with the low and high
cost recovery levels
Individual users or participants receive most or all of the
benefit of the service

Medium

30.1% ‐ 70%



High

70.1% ‐ 100%




Other private or public sector alternatives provide the
service



The use of the service is specifically discouraged



The service is regulatory in nature
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(ID # 3900)

Finance Committee Staff Report
Report Type: Action Items

Meeting Date: 9/17/2013

Summary Title: Cost of Services Study
Title: Cost of Services Study - Draft Report
From: City Manager
Lead Department: Administrative Services
Recommendation:

Staff recommends that the Finance Committee:

1) Accept this report and MGT’s draft report
2) Provide input on user fee cost recovery policy considerations
3) Direct Staff to bring forward to the City Council in November a draft user fee cost recovery
policy, which will guide the development of the FY 2015 Proposed Municipal Fee Schedule

Executive Summary:
As reported at the July 2012 and March 2013 Finance Committee Meetings, the City hired a consultant
to assist the City with a Cost of Services Study. This report transmits MGT’s draft report, recommends
considerations for a user fee cost recovery policy, responds to previous Finance Committee information
requests, and outlines next steps in the Cost of Services Study.

Background:
Propositions 13, 218 and 26 have placed both substantive and procedural limits on cities’ ability to
impose fees and charges. Collectively these constitutional amendments provide safeguards against
taxes being imposed without a vote of the people. Proposition 26 contains a more general articulation
of the cost of service principle and includes a requirement that the local government bear the burden of
proof that “a levy, charge, or other exaction is not a tax, that the amount is no more than necessary to
recover the reasonable costs of the government activity, and that the manner in which those costs are
allocated to a payor bear a fair or reasonable relationship to the payor’s burden on , or benefits received
from, the governmental activity.” (Cal. Const. art. XIII C, § (e).). It is important to note that rental
charges for rooms or facilities, fines, penalties and late charges are not technically user fees and are not
City of Palo Alto
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required to be based on actual costs. Instead, these types of charges are more typically governed by
market rates, reasonableness and other policy driven factors.

As discussed at the July 2012 and March 2013 Finance Committee meetings, the City retained the
services of MGT of America (“MGT”) to assist staff in determining the full cost of providing General Fund
services for which fees are charged based on FY 2012 actual data. User fees, permits and rental charges
generated approximately $22.2 million in fiscal year 2012, which was approximately 15 percent of total
General Fund revenues. The following is a breakdown of General Fund fee revenues by department:


Planning and Community Environment (PCE)

$9.0 million



Community Services Department (CSD)

$6.2 million



Fire Department

$5.0 million



Public Works

$1.0 million



Police/Animal Services

$0.7 million



All Other

$0.3 million

In March 2013, staff presented an overview of the methodology MGT used for this analysis to the
Finance Committee along with examples of specific fee calculations (link to report:
https://www.cityofpaloalto.org/civicax/filebank/documents/33539). MGT’s fee analysis, which follows
best practices, assesses the staff time worked and the staff’s hourly cost of providing a particular service
such as processing a permit or inspecting a fire sprinkler system. Then, indirect expenses are added to
recover costs for departmental administrative support, city-wide support department costs, and
compensated absences.

Discussion:
This section of the report provides a summary of the draft MGT report, recommends policy
considerations for a forthcoming User Fee Cost Recovery Policy, and responds to previous Finance
Commmittee information requests.

MGT Report
Attachment A is MGT’s draft report dated August 1, 2013. MGT’s report was based on FY 2012 actual
data. Given the actual FY 2012 activity level, fee charged, and cost, the report provides the various costrecovery levels for fees and General Fund subsidies related to Public Works (Engineering), Police, Animal
Services, Fire (except for Emergency Medical Reponse activities), and Community Services. It does not
include the fee calculations for the Planning and Community Environment (PCE) Department as well as
some development related fees charged by other departments. Currently, these services are provided
by staff in PCE, Fire, Public Work and Utilities and, as such, costs related to these services are being
incurred in a multitude of cost centers across departments. The analysis of these services will be
completed once the cost for Development Services activities is analyzed in each affected department.
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Any changes resulting from this analysis will be brought forward to the Finance Committee as part of the
FY 2015 Proposed Budget process.

Overall, MGT’s analysis indicates that the City recovered approximately 35 percent of the full cost of
providing fee related services in FY 2012 for the departments mentioned above. Thus, the City’s
General Fund subsidized 65% percent, or approximately $20 million, of the cost of these services. As
expected, cost recovery levels varied quite a bit between departments and programs. Based on that
analysis, MGT also identified that 34 of the approximately 650 fees analyzed generated a cost recovery
level above 100%. In order to ensure that the City does not charge users fees with a cost recovery level
above 100% based on estimated FY 2014 activity levels, adopted fees, and budgeted costs, staff is in the
process of reviewing these fees.. Staff intends to return to the Finance Committee in November if this
analysis indicates reductions to FY 2014 Adopted Fees are required to bring them to a 100% cost
recovery level.

Fees Charged in Other Cities
Staff reviewed fees charged by seven other cities (Mountain View, Sunnyvale, Cupertino, Menlo Park,
Santa Clara, San Mateo and Fremont) in order to understand how Palo Alto’s fees place in comparison to
these agencies (see Attachment B). It is important to note that conclusions that can be drawn from
comparisons of fee levels across the surveyed cities are fairly limited due to agencies’ differences in
defining and structuring their respective fees. For example, certain services included in fees may be
combined in some cities but separated in others; fees in other cities may be based on historical or other
subjective factors unrelated to costs; and fees are also affected by differences in cost factors such as
cost allocations of indirect support costs, employee benefit costs, and service efficiencies (the overall
time necessary to complete a particular service or activity).
User Fee Cost Recovery Policy Considerations
MGT’s report also includes policy considerations for setting cost recovery levels. Based on MGT’s report
and a review of other cities’ User Fee Cost Recovery policies, the following policy considerations are
presented to the Finance Committee for discussion. Based on the Committee’s review and discussion,
staff recommends presenting a draft User Fee Cost Recovery policy to the City Council in November.
Such a policy will then inform the development of the FY 2015 Proposed Municipal Fee Schedule.

1. Community-wide vs. Private Benefit: The use of taxpayer dollars is appropriate for services that
benefit the community as a whole such as police patrol services. When the service or program
provides a benefit to specific individuals or groups such as the issuance of building permits, it is
common for the individual(s) receiving that benefit to pay for all of the cost of that service.
2. Service Recipient vs. Service Driver: The concept of the service recipient vs. service driver is
particularly important for regulated activities such as development review and Police issued permits.
Although the community primarily benefits, 100% cost recovery from the “driver“ of the need for
service is appropriate such as a building permit or a Massage establishment permit applicant.
3. Consistency with City Goals and Policies: City policies and Council goals related to the community’s
quality of life may also be factors in setting cost recovery levels. For example, fee levels can be set
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to promote healthy habits, facilitate environmental stewardship, or discourage certain actions (e.g.
false alarms).
4. Elasticity of Demand for Services: The level of cost recovery can affect the demand for services. A
higher level of cost recovery could ensure the City is providing services such as recreational classes
or summer camps for children and youth for without overly-stimulating a market by artificially low
prices. Such low prices, which are a reflection of a high General Fund subsidy, may attract
participants from other Cities. It should be noted, that the current Municipal Fee Schedule for
recreational services includes a lower rate for Palo Alto residents than residents living outside of
Palo Alto. However, high cost recovery levels could negatively impact the demand for such services
to low income individuals, children, or seniors.
5. Availability of Services from the Private Sector: High cost recovery levels are generally sought in
situations where the service is available from other sources in order to preserve taxpayer funds for
core City services. Conversely, services that are not available from other sources and are typically
delivered when residents experience an emergency basis typically have low or zero cost recovery
levels.
Based on these policy considerations, the table below overlays certain cost recovery levels grouped in
low (0-30%), medium (30.1% to 70%), and high (70.1% to 100%) cost recovery percentage ranges. It is
important to note that these groupings provide guidance and are not absolute. Some policy
considerations may weigh more heavily than others, which will be considered in the development of the
FY 2015 Proposed Municipal Fee Schedule. For example, fees for recreational activities should be set in
general at the Medium cost recovery level. However, fees for seniors or low income residents may be at
the low cost recovery level. Alternatively, permits and development activity should be set at close to
100% cost recovery level.

City of Palo Alto
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Cost Recovery
Levels

Cost Recovery
Percentage Range

Low

0% - 30%

Policy Considerations


No intended relationship between the amount paid and the
benefit received



Fee collection would not be cost effective and/or would
discourage compliance with regulatory requirements



No intent to limit the use of the service



Public at large benefits even if they are not the direct users
of the service



Affordability of service to low-income residents
Services having factors associated with the low and high
cost recovery levels
Individual users or participants receives most or all of the
benefit of the service

Medium

30.1% - 70%



High

70.1% - 100%




Other private or public sector alternatives provide the
service



The use of the service is specifically discouraged



The service is regulatory in nature

With the exception of fees for classes offered through the Community Services Department (CSD), the
City currently has no formal policies in place governing cost recovery targets for user fee services. The
CSD’s class cost recovery guidelines are included in Attachment C. They are consistent with the policy
considerations recommended and overlay a process for continuously evaluating the programs offered
by CSD. However, CSD’s full costs and cost recovery factors have not been updated in six years. Once
the Committee has provided input to the User Fee Cost Recovery Policy considerations, staff will review
the attached CSD Class Cost Recovery Policy and bring forward recommendations for City Council
consideration, as necessary.
Since demand for services are factors to consider when evaluating fees charged by the Community
Services Department, the Finance Committee asked staff to provide utilization data for these programs
where available. Attachment D includes that data as well as information CSD staff compiled related to
facility rental rates. The utilization data reflects FY 2012 actual usage while the facility rental rates
represent charges as of spring 2013.

Resource Impact:
As discussed, based on FY 2012 data, MGT identified that 34 of the approximately 650 fees analyzed
generated a cost recovery level above 100%. In order to ensure that the City does not charge users fees
City of Palo Alto
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with a cost recovery level above 100% based on estimated FY 2014 activity levels, adopted fees, and
budgeted costs, staff is in the process of reviewing these fees. Staff intends to return to the Finance
Committee in November if this analysis indicates reductions to FY 2014 Adopted Fees are required to
bring them to a 100% cost recovery level. Any such reduction in fees may result in downward
adjustments to the FY 2014 fee revenue estimate.
Once the City Council approves the User Fee Cost Recovery Policy, staff will develop the FY 2015
Proposed Municipal Fee Schedule. Depending on the approved policy and the FY 2015 Base Budget
expenditures for activities related to Municipal Fees, the estimated fee revenue for FY 2015 may
decrease, increase, or remain approximately equivalent to the FY 2014 estimated fee revenue level.

Next Steps:
As mentioned in this report and previous Committee reports, by the end of the calendar year and fiscal
year, staff has to accomplish several milestones related to the Cost of Services Study.
Review of certain FY 2014 Adopted Fees
MGT’s methodology for assessing the cost related to Municipal Fees is rather complex. Therefore, staff
from the Office of Management and Budget (OMB) developed a simpler, albeit still labor intensive,
process to collect cost information and estimated fee activity levels from departments. Additionally,
indirect expenses are added to recover costs for departmental administrative support, city-wide support
department costs, and compensated absences. This cost assessment will not include costs for using City
facilities, since such a methodology still requires further analysis. This methodology will be used to
review these FY 2014 Adopted Fees, which have been identified in MGT’s report with a higher than
100% cost recovery level based on FY 2012 actual data. If this review determines that FY 2014 Adopted
Fees are above full cost-recovery levels, staff will bring forward recommendations to adjust these fees
downward in November 2013.
User Fee Cost Recovery Policy
Based on input from the Finance Committee, staff recommends bringing forward to the City Council a
User Fee Cost Recovery Policy. This policy will guide and inform the development of the FY 2015
Proposed Municipal Fee Schedule. As part of the transmission of the FY 2015 Municipal Fee Schedule,
staff intends to present to the City Council the cost recovery percentages for fees and/or group of fees.
Due to the changing benefits structure of classic versus new employees, staff intends to analyze the cost
for fee activities annually and set fees in accordance with the forthcoming User Fee Cost Recovery Policy
as part of the annual budget process. Once the User Fee Cost Recovery Policy is approved by the City
Council, the Community Services Department Class Cost Recovery Policy will be reviewed and updated.
Cost of Services Studies for Internal Support Functions
As presented in the March 2013 Finance Committee Meeting report, staff has been reviewing internal
support functions to more effectively provide such services to direct services departments such as Public
Safety, CSD, or Utilities. Since the majority of internal support functions are either mandated by law
(e.g. financial reporting in accordance with Generally Accepted Accounting Principles) or rather complex
in comparison to similar private sector activities (e.g.: benefits and payroll for various employee groups
with different special pay and benefit levels within the employee groups), the initial review has not led

City of Palo Alto
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to further analysis yet. Staff intends to continue the analysis and present the findings to the Committee
by the end of the calendar year.

Attachments:


Attachment A: MGT's Palo Alto User Fee Report



Attachment B: Seven Cities Fee Comparison (PDF)



Attachment C: Community Services Department Class Cost Recovery Policy



Attachment D: Cost of Services

City of Palo Alto

(PDF)

(PDF)

(PDF)
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Attachment D

EXECUTIVE SUMMARY
Introduction
MGT of America (MGT) is pleased to present the City of Palo Alto (City) with this summary of findings for the user fee study.
The City has not undertaken a comprehensive analysis of its user fees since the 2002/03 fiscal year. Since that time, the City has adjusted fees on an
annual basis, largely via a CPI adjustment factor. The City is now interested in knowing the current full cost of providing user fee-related services,
and exploring the options of modifying current fees to better reflect Council priorities. In 2012, the City contracted with MGT to perform this cost
analysis using fiscal year 2012 expenditures, staffing and operational information. MGT was also tasked with recommending fee adjustments for each
department based on industry best-practices.
This report is the culmination of the past fifteen months of work between MGT and City management and staff. MGT would like to take this
opportunity to acknowledge all management and staff who participated on this project for their efforts and coordination. Their responsiveness and
continued interest in the outcome of this study contributed greatly to the success of this study.

Study Scope and Objectives
This study included a review of fee-for service activities within the following departments/divisions:
Public Works (Engineering)
Police
Animal Services
Fire
Community Services
At the request of the City, the analysis of fees charged by the Planning and Community Environment (PCE) Department and other development
related fees was deferred pending a comprehensive review of all costs related to development services. Currently, development related services
are provided by staff in the PCE, Public Works, Fire and Utilities Departments. Once all development related costs are consolidated into one
budget, the full cost of development services will be determined.
The study was performed under the general direction of the Office of
Management and Budget with the participation of representatives from each department. The primary goals of the study were to:
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 Define what it costs the city to provide various fee-related services.
 Recommend fee adjustments based on industry best practices, practices of comparable agencies and MGT’s professional opinion.
 Develop revenue projections based on recommended increases (or decreases) to fees.
 Compile information regarding fees charged by the following neighboring cities:
Cupertino, Fremont, Menlo Park, Mountain View, San Mateo, Santa Clara and Sunnyvale.
 Provide user fee models and templates to City staff enabling staff to update the study results in future years and incorporate new fees as
they occur. The industry standard is to conduct a comprehensive review of fees every three to five years and make annual adjustments
based on an inflation index. However, given the increasing cost of public sector employee benefits, agencies may incorporate those cost
increases into the annual fee adjustments.
The information summarized in this report addresses each of these issues and provides the City with the tools necessary to make informed
decisions about any proposed fee adjustments and the resulting impact on general fund revenues.
The following is a list of legal, economic and policy issues that governmental agencies typically take into consideration when determining cost
recovery levels.

 State Law – In California user fees are limited to the “estimated reasonable cost of providing a service” by Government Code section
66014(a) and other supplementary legislation. Proposition 26 was approved by California voters in November of 2010 and clarified which
charges are considered user fees and which are considered taxes. The significance of this distinction is that user fees may be raised by
Council action up to the limit of actual cost, whereas taxes may not be increased without a majority vote of the public. None of the fee
adjustments recommended by MGT are considered taxes per Proposition 26 guidelines. It should be noted that fees charged for the use of
government property are exempt from Proposition 26. These include fees for parks and facility rentals as well as green fees, cart and other
equipment rental fees for golf services. All of these fees may be set at any price the market will bear.
 Economic barriers - It may be a desired policy to establish fees at a level that permits lower income groups to use services that they
might not otherwise be able to afford.

Page 3

Attachment D

 Community benefit - If a user fee service benefits the community as a whole to some extent, it is appropriate to subsidize a portion of
the fee. Many community services fees have very moderate cost recovery levels. Some programs are provided free of charge or for a
minimal fee regardless of cost. Youth and senior programs tend to have the lowest recovery levels (15%-50%). Miscellaneous classes tend
to have the moderate cost recovery levels (50%-85%) and adult sport programs typically have higher cost recovery levels (60%-100%).
 Private benefit – If a user fee primarily benefits the fee payer, the fee is typically set at, or close to 100% full cost recovery. Developmentrelated fees generally fall into this category, however exceptions are sometimes made for services such as appeal fees or fees charged
exclusively to residential applicants.
 Service driver - In conjunction with the third point above, the issue of who is the service recipient versus the service driver should also be
considered. For example, code enforcement activities benefit the community as a whole, but the service is driven by the individual or
business owner that violates city code.
 Managing demand - Elasticity of demand is a factor in pricing certain city services; increasing the price may result in a reduction of
demand for those services, and vice versa. For most cities recreation services are highly elastic. Due to Palo Alto’s demographics, this may
not necessarily be the case for Palo Alto’s recreational programs. It should be noted that Palo Alto provides a much wider array of services
to its community than are found in other cities. Consequently, a significant number of non-residents participate in Palo Alto’s recreational
programs and services.
 Competition - Certain services, such as recreation classes, may be provided by neighboring communities or the private sector, and
therefore demand for these services can be highly dependent on what else may be available at lower prices. Furthermore, if the City’s fees
are too low, demand enjoyed by private-sector competitors could be adversely affected.
 Incentives – Fees can be set low to encourage participation in a service, such as water heater permitting or youth sports activities.
 Disincentives – Penalties can be instituted to discourage undesirable behavior. Examples include fines for constructing without a building
permit and fines for excessive false alarms within a one-year period.
The flow chart below helps illustrate the economic and policy considerations listed above.
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DECISION-MAKING FLOW CHART
Who
Benefits

Type of
Service

Tax vs. Fees
Policy

Example
Services

Community

Public

100% taxes

Police patrol services

Primarily the individual
with some community
benefits

Public / Private

Mostly taxes
& some fees

Code enforcement
services

Primarily the individual
with some communitywide benefits

Private / Public

Mostly fees
& some taxes

Youth sports

Individual benefit only

Private

100% fees

Development services

Methodology
The standard approach for analyzing the cost of providing fee-related services is commonly referred to as a “bottom up” approach. The bottom up
approach was used for all user fees except Community Services and Animal Services fees. Community Services and Animal Services fees will be
discussed later in this report. A general description of the “bottom up” approach is as follows:
1. Identify all direct staff time spent on the fee related activity or service
MGT conducted a series of meetings with staff from Public Works, Police, Animal Services and the Fire Department to identify every employee,
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by classification, who performs work directly in support of a fee related service. Direct staff costs are incurred by employees who are “on the
front line” and most visible to the customers (e.g. park rangers, fire inspectors, etc.). Once all direct staff were identified, departments
estimated how much time those employees spend, on average, working on each particular service or program.
Developing time estimates for fee related services can be challenging and departments should be commended for the time and effort they put
into this. Although MGT provided departments with templates and other tools to assist them in developing average or “typical” time estimates,
these calculations were necessarily developed by the subject matter experts in each operating department.
2. Calculate direct cost of the staff time for each fee using productive hourly rates
Productive hourly rates are used to support full cost recovery. A full-time employee typically has 2,080 paid hours per year. However, cost
studies reduce that number to account for non-productive hours (sick leave, vacation, holidays, training, meetings, etc.). MGT calculated the
productive hourly rate for each classification based on the salary and benefit information provided by the City and an analysis of annual
productive hours by classification.
3. Determine any other operational costs (i.e. other than personnel costs) that can readily be traced to a specific fee-related
service as a direct cost
Professional services contracts are an example of an expense that can often be traced to a specific service or program.
4. Determine indirect or “overhead” costs
Generally there are two types of indirect costs: departmental and citywide overhead. These indirect costs are allocated across user fee services
in order to capture the full cost of providing the service. . If a department performs non-fee related services, a commensurate amount of
indirect cost is segregated and not allocated to the fee related services.
 Departmental overhead costs – these costs include managers, supervisors and support staff as well as other operational costs, such
as materials and supplies that are incurred for a common purpose and not readily assigned to a particular service or program.
 Citywide overhead costs – each department and fund within the city receives an allocation of cost from the city’s various central
service departments. Central service departments are those whose main function is to support other city departments and funds.
Such departments include the Auditor, Clerk, Attorney, City Manager, Administrative Services, Human Resources and Public
Works/Facilities Maintenance. The methods for allocating central service costs can vary but must demonstrate a causal relationship
between the allocation methodology and the costs allocated to the operating department. The State Controller’s Office guidelines
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stress the importance of allocating citywide overhead costs in a way that “equitably reflect the value of service” provided to the
department receiving the service(s). In most cases, industry standards call for one of the following methodologies for allocating
central services costs:
Number of full-time equivalent staff in the operating department
Total operating department expenditures, excluding fixed assets, pass through funds and large purchases (e.g. energy
purchases)

Actual or estimates of time spent in support of the operating department based on documented procedures
5. Compare total costs to the current fee schedule.
Once all direct, indirect and crossover costs are calculated, MGT compared the total cost for each fee-related service to the fee currently
charged to the public. In most cases we found the total cost of providing a service exceeded the fee charged. In these instances, the fee can be
increased to recover these subsidies. However, there were a number of services for which the total calculated cost was less than the fee
charged. In these cases the fee must be lowered to comply with State law.
6. Annual volume figures are incorporated.
Up to this point we have calculated fee costs and revenues on a per-unit basis. By incorporating annual volume estimates provided by each
department into the analysis, we extrapolate the per-unit results into annual cost and annual revenue information. This annualization of results
accomplishes two primary benefits:
 Management information: the annualized results give management an estimate of the fiscal impact of any fee adjustments. Because
annual volume will change from one year to the next, these figures are estimates only. Actual revenue will depend on future
demand level and collection rates, which for some services can be less than 100%.
 Cross checks and reasonableness tests: by annualizing the results we also annualize the time spent by staff on each service. These
annualized results will surface any instances of over or under estimation of time. In these cases we review these results with staff
and resolve any anomalies. All staff hours were identified to either fee or non-fee related services.
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7. Recommend fee adjustments.
MGT provides fee adjustment recommendations based on industry best practices and practices of comparable agencies. Of course MGT’s
recommendations are advisory in nature only – ultimately Council must decide what fee levels are appropriate for Palo Alto.

Methodology – Community Services and Animal Services fees
In some cases, the potential benefits of conducting a bottom up analysis of a particular fee are outweighed by the expense that would be
incurred in developing this information. This is almost universally the case with recreational and animal service programs, where a substantial
amount of effort would be required to identify and track costs at the individual fee level. For example, it is difficult to estimate city staff time
related to an individual participating in a karate class. The cost of conducting such a detailed analysis would outweigh the value of this
information, in particular because elasticity of demand and local policy goals are typically factors that are evaluated when establishing recreational
and animal service fees.
Accordingly, we have analyzed Community Service and Animal Service fees at the program level using a “top down” approach. In this approach
we identify the direct 2012 expenditures for each program and incorporate division, departmental and citywide overhead in a manner similar to
the “bottom up” approach. We then compare the resulting full cost against 2012 program revenues to calculate the cost recovery level for each
program.

Page 8

Attachment D

Study Findings
The study's primary objective is to provide the City's decision-makers with the basic data needed to make informed pricing decisions. This report details the
full cost of services and presents recommended fee adjustments and their fiscal impact. Recommendations are based on careful consideration of the results
of the cost analysis, industry best practices and market comparisons. Although there are opportunities to increase fees and cost recovery levels for Animal
Control and Community Services, these fees are typically set based on local elasticity of demand considerations and/or each jurisdiction’s goals and
priorities.
The results of the study identified that overall, most departments recover much less than the actual cost of providing services. Accordingly, there is an
opportunity to raise additional funds through fee adjustments. There are several possible reasons for the current subsidy levels:
 During the 2003 comprehensive fee analysis, Council may have intentionally subsidized certain services. Subsequently, even if these fees were
adjusted annually to keep pace with increasing city costs, these fees would still be below actual cost.
 It is likely the City’s practice of adjusting fees annually via a CPI factor did not keep pace with actual governmental service costs. Over the past
decade, government sector costs have outpaced general inflation.
 Many user fee related processes have changed over the past decade. Often this is the result of increasing service-level demands by the general
public. Also, the State has mandated many additional inspections and reviews that add to the City’s cost structure within the development-related
departments, including Public Works Engineering.
Restructuring of fees. We found that several of the City’s fees could be more equitably charged via a different fee structure. This is particularly true with
for the Engineering fees. For example, Construction in the Right of Way fees: these fees are currently assessed on a flat 5% of the cost of construction.
Discussion with Engineering staff and subsequent analysis of time estimate responses indicated that economies of scale exist with these services.
Accordingly, we restructured these fees into a declining percentage sliding scale structure.
Comparison analysis. A component of our analysis included a survey of user fees charged by neighboring cities. This survey gives City management a
picture of the market environment for city services. This survey is imprecise in that a fee with the same name may involve slightly different services among
the various cities surveyed. Some cities lump several services into one fee category, whereas other cities break fees down into a high level of specificity.
Accordingly the purpose of this comparison analysis is to impart a sense of how Palo Alto’s fees levels compare with neighboring jurisdictions. The
comparison analysis is provided under a separate cover.
The exhibit on the following page displays the summary of costs and revenues for each department/division analyzed:
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City of Palo Alto
User Fee Revenue Analysis
Actual 2012
Recommended
Department/Division

Costs, User
Fee Services (A)

Current
Revenue (B )

General Fund
Subsidy (C )

Cost Recovery
Policy (D)

Increased
Revenue (E)

Public Work - Engineering
Police

$1,108,780

$816,846

74%

$291,934

$1,108,780

100%

$291,934

$443,545

$338,389

76%

$105,156

$443,545

100%

$105,156

Animal Control
Fire

$1,969,171

$1,008,427

51%

$960,744

$1,008,427

51%

$0

Community Services

Grand Total:

$1,553,690

$886,140

57%

$667,550

$1,553,690

100%

$667,550

$25,525,449

$7,645,996

30%

$17,879,453

$7,645,996

30%

$0

$10,695,798 35%

$19,904,837

$11,760,438

38%

$1,064,640

$30,600,635

Column A, User Fee Costs – The full cost of the services we analyzed was approximately $30.6 million. The vast majority of these costs were incurred
providing fee-related services. However, because the analyses for Animal Control and Community Services were done at the program level, the full cost for
those analyses includes non-fee related expenses. For example, costs for maintaining open space are included in the Community Services Department and
costs for field operations are included in Animal Control.
Column B, Current Revenues – Based on current individual fee levels, the City generates fee related revenues of $10.69 million and is experiencing a
35% cost recovery level. Within each department, cost recovery levels fluctuate significantly. Several Police and Fire fees are currently set above actual
cost. MGT recommends the City review employee benefit and other cost increases that have occurred since FY 2012 to determine if these fees will need
to be reduced. The analyses of individual fees are presented in subsequent sections of this report. Again, since Animal Control and Community Services
were analyzed at the program level, some of the revenues for these programs are not derived from user fees. For example, Animal Control revenues
include approximately $600,000 in reimbursements for services provided to other cities.
Column C, General Fund Subsidy – Current fee levels recover 35% of full cost, leaving 65% or $19,904,837 to be funded by other funding sources. This
represents a “window of opportunity” for the City to increase fees and general fund revenues, with a corresponding decrease in the subsidization of services
by the general General Fund subsidy. Please note, however, that approximately $17.9 million of this $19.6 million represents historically subsidized
programs within the Community Services Department.
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Column D, Recommend Recovery – It is estimated that adoption of the recommended cost recovery policy would generate fee revenues of
$11,760,438. This would bring the overall cost recovery level up to 38.%.
Column E, Increased Revenue – Increasing fees to recover full costs in the Fire, Police and Public Works Departments would generate approximately
$1,064,640 in additional revenue. This represents a 10% increase over revenue currently being collected for these activities by the City on an annual basis.
Please note that the above information does not include costs or cost recovery levels for development-related services. As stated earlier in this report, the
analysis of those fees will be completed once the Development Services budget is established.

Department Summary Charts
The subsequent pages display the results of our individual fee analysis. Because Community Services and Animal Services were analyzed on a program level,
their results reflect cost and revenue on a program basis only. For all other departments, the current charge, total cost and recommended fee are listed for
each fee-related service.
The summaries are in the following order:
 Public Works (Engineering)
 Police
 Animal Services
 Fire
 Community Services
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Public Work –
Engineering

Attachment D
User Fee Study Summary Sheet

City of Palo Alto
Public Works - Engineering
2012

Current

Recommendations

Per Unit
Service Name
Certificate of Compliance/ Correction/
1 Map Amendment

Annual
Fee
Description Volum
e
14

Current
Recovery %

Current Fee

Annual
Full Cost

Annual Cost

Per Unit

Annual
Revenue

Annual
Subsidy

Annual

Recovery
Fee @ Policy Level
Level

Annual
Revenue

Increased
Revenue

$3,000

80%

$3,731

$52,239

$42,000

$10,239

100%

$3,731

$52,239

$10,239

4 Street Cut - Excellent Pavement

per sq ft

5,200

$15

68%

$22

$115,001

$78,000

$37,001

100%

$22

$115,001

$37,001

5 Street Cut - Good Pavement

per sq ft

4,700

$10

54%

$18

$86,319

$47,000

$39,319

100%

$18

$86,319

$39,319

6 Street Cut - Fair Pavement

per sq ft

3,200

$8

51%

$15

$46,770

$24,000

$22,770

100%

$15

$46,770

$22,770

7 Street Cut - Poor Pavement

per sq ft

3,900

$5

46%

$11

$42,376

$19,500

$22,876

100%

$11

$42,376

$22,876

$45,930

100%

$1,151

$350,930

$45,930

8 Service Lateral Connection

305

$1,000

87%

$1,151

$350,930

$305,000

9 Encr - Dumpster, Container

30

$135

64%

$211

$6,317

$4,050

$2,267

100%

$211

$6,317

$2,267

10 Encr - Fence
Encr - Non-residential Long Term > 5
11 days

5

$135

23%

$596

$2,982

$675

$2,307

100%

$596

$2,982

$2,307

30

$850

103%

$825

$24,754

$25,500

-$746

100%

$825

$24,754

-$746

$400

61%

$660

100%

$660

n/a

n/a

15

$425

102%

$416

$6,240

$6,375

-$135

100%

$416

$6,240

-$135

30

$200

61%

$330

$9,902

$6,000

$3,902

100%

$330

$9,902

$3,902

$315

12%

$2,713

100%

$2,713

n/a

n/a

12 Encr - Residential
Encr - Non-residential Short Term < 5
13 days
14 Encr - Non-residential 1 Day
Encr - VTA Bus Shelters'
15 Installation/Relocation

Cost + 15%

n/a

t&m

n/a

n/a

n/a

100%

17 Grading:101-1,000 cubic yards

16 Encr - Flood variance fee
20

$130 per 100 cy

67%

$576

$11,525

$7,723

$3,802

100%

18 Grading: 1,001-10,000 cubic yards

20

$1,310 plus $130
each addl 1000 cy

67%

$2,155

$43,097

$29,027

$14,070

5

$2,485 plus $130
each addl 10,000
cy

62%

$4,435

$22,175

$13,725

$8,450

$55

30%

$181

54%

$501

19 Grading: 10,001 cubic yards or more
20 Flood Zone Determination Letter

$231

$2,155 plus $253
100% each addl 1000 cy

$43,097

$14,070

$4,435 plus $200
each addl 10k cy

$22,175

$8,450

100%

$181

n/a

n/a

100%

$501

$501

$231

1

$270

10

$135 + $80/month

n/a

$133

$1,334

$133

$1,201

100% $135 + $135/month

$1,334

$1,201

23 Storm Plan Check

10

$350

48%

$726

$7,259

$3,500

$3,759

100%

$726

$7,259

$3,759

Fee + Hrly

25

$320

60%

$534

$13,344

$8,000

$5,344

100%

$534

$13,344

$5,344

Per Hour

10

$86

85%

$102

$1,017

$864

$153

100%

$102

$1,017

$153

25 Construction and Repair

$270

n/a
$3,802

21 Temporary Elevation Benchmarks
Temporary Discharge to Storm Drain
22 from Construction Site Dewatering.

24 Storm Inspection

$501

n/a
$11,525

100%

t&m
$215 per 100 cy

Subsidy
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User Fee Study Summary Sheet

City of Palo Alto
Public Works - Engineering
2012

Current

Recommendations

Per Unit
Service Name
26 Sweeping Services

Annual
Fee
Description Volum
e
Per Hour
5

Current Fee

Current
Recovery %

Annual
Full Cost

Annual Cost

Per Unit

Annual
Revenue

Annual
Subsidy

Annual

Recovery
Fee @ Policy Level
Level

Annual
Revenue

Increased
Revenue

$89

50%

$176

$880

$443

$438

100%

$176

$880

27 Traffic Control/Graffiti Services

Per Hour

15

$79

85%

$93

$1,397

$1,182

$215

100%

$93

$1,397

$215

28 Tree Services

Per Hour

15

$73

53%

$137

$2,056

$1,091

$965

100%

$137

$2,056

$965

29 Supervision

Per Hour

2

$85

63%

$135

$270

$170

$100

100%

$135

$270

$100

n/a

$125

100%

$125

n/a

n/a

n/a

n/a

n/a

100%

n/a

n/a

n/a

$2,000

$2,000

100%

$100/ inch of trunk

$2,000

100%

$494

$98,851

$57,851

100% 10.3% of const. cost

$15,296

$6,416

100%

9% of const. cost

$86,193

$38,193

30 Newsrack Impoundment Fee

$50 +$3/day

31 Street trees-new trees for subdivisions

$100
$100/ inch of
trunk

32
33

addl for
Tree Removal
damage
change to
Tree Inspection for private development
flat fee
% of const.
Construction in ROW: $1-$5k
cost
% of const.
Construction in ROW: $5-$25k
cost
% of const.
Construction in ROW: $26-$100k
cost
% of const.
Construction in ROW: $101k +
cost

2

$438

5

$105 / insp
$240 or 5% of
contract
$240 or 5% of
contract
$240 or 5% of
contract
$240 or 5% of
contract

38 Improvement Plan Review: $1-$25k

2

t&m

n/a

$814

$1,628

$1,628

100% 3.3% of const. cost

$1,628

39 Improvement Plan Review: $26-$100k

2

t&m

n/a

$1,628

$3,256

$3,256

100% 1.6% of const. cost

$3,256

40 Improvement Plan Review: $101k +

1

t&m

n/a

$2,605

$2,605

$2,605

100% 0.9% of const. cost

$2,605

$1,108,780

$816,846

$291,934

$1,108,780

$291,934

74%

26%

100%

36%

34
35
36
37

Total User Fees
% of Full Cost

200

---------- Delete ---------$100/ inch of
n/a
trunk

37
80
13

Subsidy

41%

$494

$98,851

$41,000

$57,851

58%

$413

$15,296

$8,880

$6,416

56%

$1,077

$86,193

$48,000

$38,193

151%

$1,992

$25,896

$39,000

-$13,104

100% 3.3% of const. cost

$25,896

-$13,104

190%

$4,874

$24,369

$46,250

-$21,881

100% 2.6% of const. cost

$24,369

-$21,881
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Attachment D

Police

Attachment D

City of Palo Alto
Police
2012

Current

Recommendations

Per Unit
Service Name
1 Adult Entertainment Estb - business location change
2 Adult Entertainment Estb - new (non-refundable application fee)

Fee
Annual
Descriptio Volum
n
e
Flat
Flat

Current
Fee

Annual

Current
Full Cost Annual Cost
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Recovery
Fee @
Annual
Level
Policy Level Revenue

$810

81%

$996

100%

$996

$1,790

83%

$2,152

100%

$2,152

100%

$996

Increased
Revenue

Subsidy

3 Adult Entertainment Estb - renewal

Flat

$810

81%

$996

4 Billiard Room (non-refundable application fee)

Flat

$810

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

5 Bingo Establishment

Flat

1

$50

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

Bingo employee (Does not include DOJ Fingerprint and Rolling
6 Processing Fee)

Flat

2

$70

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

Bingo employee renewal (Does not include DOJ Fingerprint and
7 Rolling Processing Fee)

Flat

$53

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

8 Bowling Alley (non-refundable application fee)

Flat

$120

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

9 Carnival

Flat

$2,250

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

10 Circus

Flat

$2,250

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

11 Closing out sale

Flat

$61

56%

$109

100%

$109

12 Closing out sale - renewal (maximum of 2)

Flat

$61

56%

$109

100%

$109

13 Firearms Dealer Master Permit – New

Flat

$2,100

no data

100%

$2,100

14 Firearms Dealer Master Permit – Renewal

Flat

$800

no data

100%

$800

15 Background Investigation - new each owner, officer, agent employee
Background Investigation - renewal, each owner, officer, agent
16 employee

Flat

$136

80%

$169

100%

$169

Flat

100%

$126

17 Helicopter Landing Fee

Flat

100%

$27

18 Hot tub/sauna business location change

Flat

5

$53

42%

$126

$240

885%

$27

$810

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

$136

$1,200

-$1,064

$136

-$1,064

Hot tub/sauna employee (Does not include DOJ Fingerprint and
19 Rolling Fee)

Flat

$81

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

20 Hot tub/sauna new (non-refundable application fee)

Flat

$1,790

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

21 Hot tub/sauna - renewal

Flat

$810

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

22 Hot tub/sauna sale or transfer of interest

Flat

$122

n/a

n/a

Delete from fee schedule - covered by fees #1 - #3

23 Massage estb - new establishment (non-refundable application fee)

Flat

$1,790

n/a

n/a

100%

24 Massage estb - sale or transfer of interest

Flat

$122

n/a

n/a

100%

$1,790 Re-evaluate massage establishment
fees once the new program and
$122 program guidelines are implemented
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Attachment D

City of Palo Alto
Police
2012

Current

Recommendations

Per Unit
Service Name
25 Massageg estb - renewal
26 Massage estb - business location change

Fee
Annual
Descriptio Volum
n
e
Flat
Flat

Massage Tech - New (Does not include DOJ or FBI Fingerprint and
27 Rolling Fee.)

Flat

28 Massage Tech - Renewal

Flat

200

Current
Fee

Annual

Current
Full Cost Annual Cost
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

$810

n/a

n/a

100%

$810

n/a

n/a

100%

$81

179%

$45

$9,042

$16,200

-$7,158

$63

Annual

Recovery
Fee @
Annual
Level
Policy Level Revenue

100%

Increased
Revenue

$810 Re-evaluate massage establishment
fees once the new program and
$810 program guidelines are implemented
$45

$9,042

-$7,158

100%

29 Mechanical Amusement Device Establishment

Flat

1

$74

68%

$109

$109

$74

$35

100%

$109

$109

$35

30 Noise Exception Permit

Flat

108

$250

137%

$182

$19,656

$27,000

-$7,344

100%

$182

$19,656

-$7,344

Push Cart Vendor - New license (Does not include DOJ Fingerprint
31 and Rolling Fee.)

Flat

$244

19%

$1,302

100%

$1,302

32 Push Cart Vendor - Renewal

Flat

$86

79%

$109

100%

$109

675%

$36

33 Push Cart Vendor - Each additional cart

Flat

$244

100%

$36

34 Push Cart Vendor - Location change and/or cart change

Flat

$163

no data

100%

$163

Push Cart Employee - New license (Does not include DOJ
35 Fingerprint and Rolling Fee.)

Flat

$81

no data

100%

$81

36 Push Cart Employee - Renewal

Flat

$63

no data

100%

$63

Soliciting information for commercial purpose (Does not include DOJ
37 Fingerprint and Rolling Fee.)

Flat

$2,250

no data

100%

$2,250

Solicitor/Peddler Master License (Does not include DOJ Fingerprint
38 and Rolling Fee.) - day

Flat

$81

224%

$36

100%

$36

Flat

$122

337%

$36

100%

$36

Solicitor/Peddler Master License (Does not include DOJ Fingerprint
39 and Rolling Fee.) - quarter
Solicitor/Peddler Master License (Does not include DOJ Fingerprint
40 and Rolling Fee.) - year

Flat

2

$365

1009%

$36

$72

$730

-$658

100%

$36

$72

-$658

Flat

20

$81

224%

$36

$723

$1,620

-$897

100%

$36

$723

-$897

42 Taxi/Pub Transp Vehicle - Each Vehicle-Inspection/permit

Flat

200

$61

169%

$36

$7,234

$12,200

-$4,966

100%

$36

$7,234

-$4,966

43 Taxi/Public Transp Vehicle - Master License-Application/certificate

Flat

2

$1,750

61%

$2,890

$5,781

$3,500

$2,281

100%

$2,890

$5,781

$2,281

44 Taxi/Pub Transp Vehicle - Master License-Annual renewal

Flat

3

$810

75%

$1,085

$3,255

$2,430

$825

100%

$1,085

$3,255

$825

Taxicab/Public Transportation/Vehicle Service Driver (Does not
45 include DOJ Fingerprint and Rolling Fee.) new and renewal

Flat

200

$81

299%

$27

$5,425

$16,200

-$10,775

100%

$27

$5,425

-$10,775

Each employee operating under Master License (Does not include
41 DOJ Fingerprint and Rolling Fee.)

Subsidy
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Attachment D

City of Palo Alto
Police
2012

Current

Recommendations

Per Unit
Service Name
46 Taxi/Pub Transp Veh - Transfer fee
47 Temp Street Closure - Class A: Parades, Runs, Street Fair, etc.

Fee
Annual
Descriptio Volum
n
e
Flat
12

Current
Fee

Annual

Current
Full Cost Annual Cost
Recovery %
$45

$543

$480

n/a

$486

$4,855

$4,855

$364

$728

$180

$548

100%

$364

$728

$548

26%

$425

$425

$110

$315

100%

$425

$425

$315

26%

$486

100%

$486

Flat

2

$2,250

n/a

n/a

49 Permit Inspection Fee

Flat

2

$90

25%

1

$110
$125

Flat
Flat

52 Permit Inspection Fee each additional 200 attendees

Flat

53 Report Copy Fee

Flat

1400

54 Clearance Letter

Flat

55 Photo Reprint, color or black and white

Flat

56 Research Fee (includes audio and video taping)

hourly

57 Subpoena Copy Fee

Statute

100%

$45

$543

100%

Hourly

$4,855

Increased
Revenue

88%

48 Traveling Show

$63

Annual

Recovery
Fee @
Annual
Level
Policy Level Revenue

$40

10

50 Permit Inspection Fee 201-400 attendees

Per Unit
Annual
Subsidy

$100 - $1,260

Varies

51 Permit Inspection Fee 401-600 attendees

Annual
Revenue

Subsidy

$63

Delete from fee schedule - covered by fees #1 - #3

$20

33%

$61

100%

$61

$10

37%

$27

$38,277

$14,000

$24,277

100%

$27

$38,277

$24,277

130

$30

111%

$27

$3,508

$3,900

-$392

100%

$27

$3,508

-$392

10

$35

74%

$47

$473

$350

$123

100%

$47

$473

$123

100%
100%

58 Location Crime Statistics Fee

Flat

15

$39

39%

$101

$1,518

$585

$933

100%

$101

$1,518

$933

59 Parenting Project Program

Flat

25

$120

49%

$243

$6,069

$3,000

$3,069

100%

$243

$6,069

$3,069

60 Parenting Project Materials

Flat

5

$35

58%

$61

$303

$175

$128

100%

$61

$303

$128

61 Vehicle Impound Fee

Flat

260

$125

46%

$274

$71,174

$32,500

$38,674

100%

$274

$71,174

$38,674

62 Vehicle Reposession Receipt

Flat

25

$15

55%

$27

$684

$375

$309

100%

$27

$684

$309

63 Audio copy request

Flat

100%

$120

64 Alarm registration - new

Flat

286

$35

129%

$27

$7,758

$10,010

-$2,252

100%

$27

$7,758

-$2,252

65 Alarm registration - renewal

Flat

2145

$35

194%

$18

$38,791

$75,075

-$36,284

100%

$18

$38,791

-$36,284

$120

66 Attendant Lot Parking Fee Structure
67

0-1 hours

68

1-3 hours

flat

$2

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

69

3-4 hours

flat

$4

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

70

Over 4 hours

flat

$8

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

71

Daily Maximum

n/a

n/a

n/a

n/a

100% hourly rates

n/a

n/a

72 Emergency Response Fee

no charge

flat
actual cost

$8

n/a

n/a

n/a

n/a

n/a

$50-$12,000

n/a

n/a

n/a

n/a

n/a
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Attachment D

City of Palo Alto
Police
2012

Current

Recommendations

Per Unit
Service Name
73 Fingerprints

Fee
Annual
Descriptio Volum
n
e

Current
Fee

Annual

Current
Full Cost Annual Cost
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Recovery
Fee @
Annual
Level
Policy Level Revenue

Increased
Revenue

74

DOJ

Fed rate

$52

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

75

FBI

Fed rate

$24

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

Subsidy

76 False Alarm Response Fees - Excessive
77

3rd Residential False Alarm

Flat

313

$100

47%

$211

$66,056

$31,300

$34,756

100%

$211

$66,056

$34,756

78

3rd Bank/Commercial False Alarm

Flat

157

$100

27%

$372

$58,353

$15,700

$42,653

100%

$372

$58,353

$42,653

79

4th False Alarm

Flat

$150

100% 150% of 3rd

80

5th and each Subsequent False Alarm

Flat

$200

100% 200% of 3rd

81 Police Service Fees
82

Community Service Officer

hourly

200

$68

78%

$87

$17,363

$13,600

$3,763

100%

$87

$17,363

$3,763

83

Police Agent

hourly

100

$131

58%

$226

$22,642

$13,100

$9,542

100%

$226

$22,642

$9,542

84

Police Officer

hourly

200

$121

76%

$160

$31,957

$24,200

$7,757

100%

$160

$31,957

$7,757

85

Police Reserve

hourly

100

$51

84%

$61

$6,062

$5,100

$962

100%

$61

$6,062

$962

86

Police Sergeant

hourly

60

$144

59%

$243

$14,565

$8,640

$5,925

100%

$243

$14,565

$5,925

$443,545

$338,389

$105,156

$443,545

$105,156

76%

24%

100%

31%

Total User Fees
% of Full Cost

Fees#82 thru 86) for events where less than 80% of the proceeds go directly to a "non-profit" organization, a 20% discount shall apply. For events where 80% or more of the proceeds go directly to a "non-profit" organization; or
events declared as co-sponsored by the City of Palo Alto, a 25% discount shall apply.
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Attachment D

Animal Services

Attachment D

City of Palo Alto
Police Department - Animal Services
2012

Current

Recommendations

Annual
Program

Fee
Description

Annual Cost

Current
Recovery

Annual
Annual
Revenue

Annual
Subsidy

Recovery Level
Range

Revenue at
Current Rate

Recommended
Subsidy

1 Adoptions

Varies

$147,104

52%

$77,137

$69,967

50-70%

$77,137

$69,967

2 Animal Boarding

Varies

$46,771

72%

$33,732

$13,039

16-90%

$33,732

$13,039

3 Disposal of Dead Owned Animals/Euthanasia

Varies

$128,706

74%

$94,821

$33,885

50-90%

$94,821

$33,885

4 Impoundment

Varies

$221,460

68%

$151,114

$70,346

50-90%

$151,114

$70,346

5 Licenses and Pet Identification

Varies

$112,964

90%

$101,956

$11,008

100%

$101,956

$11,008

6 Miscellaneous Sales, Pet Supplies

Varies

$52,572

86%

$45,291

$7,281

80-100%

$45,291

$7,281

7 Veterinary Services

Varies

$98,435

65%

$64,404

$34,031

50-100%

$64,404

$34,031

8 Annual Permits

Varies

$34,481

46%

$15,877

$18,603

14-80%

$15,877

$18,603

9 Spay and Neuter Clinic

Varies

$344,714

82%

$284,161

$60,552

80-100%

$284,161

$60,552

12 Animal Testing

Varies

$33,963

0%

$0

$33,963

60-80%

$0

$33,963

13 Vaccinations/Microchip

Varies

$98,261

71%

$69,580

$28,681

100%

$69,580

$28,681

14 Trap Rental/Home Quarantine Inspection

Varies

$38,693

61%

$23,602

$15,091

8-60%

$23,602

$15,091

15 Cremations Services

Varies

$30,738

87%

$26,639

$4,099

73%

$26,639

$4,099

16 Field Services

Varies

$580,309

3%

$20,112

$560,197

0-10%

$20,112

$560,197

$1,008,427

$960,744

$1,008,427

$960,744

51%

49%

51%

49%

Total User Fees
% of Full Cost

$1,969,171
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Attachment D

Fire

Attachment D

City of Palo Alto
Fire Prevention
2012

Current

Recommendations

Per Unit
Service Name

Annual

Fee
Annual Current
Current
Full Cost Annual Cost
Description Volume
Fee
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Fee @
Recovery
Level Policy Level

Annual
Revenue

Increased
Revenue

Subsidy

1 Automatic fire sprinkler installation/modification (per building)

Flat

225

$300

27%

$1,108

$249,380

$67,500

$181,880

100%

$1,108

$249,380

$181,880

$0

2 Automatic fire sprinkler installation/modification (per building)

Per head

30000

$1.50

54%

$2.78

$83,523

$45,000

$38,523

100%

$3

$83,523

$38,523

$0

Other automatic fire extinguishing systems (hood and duct, FM200, Inergen, CO2)
3 NOTE: If system has a release panel, Fire Alarm fees apply as well.

Flat

12

$300

27%

$1,108

$13,300

$3,600

$9,700

100%

$1,108

$13,300

$9,700

$0

Other automatic fire extinguishing systems (hood and duct, FM200, Inergen, CO2)
4 NOTE: If system has a release panel, Fire Alarm fees apply as well.

$0

Per nozzle

350

$6.50

54%

$12.07

$4,226

$2,275

$1,951

100%

$12

$4,226

$1,951

5 Fire Alarm Systems; install/modify (per building)

Flat

140

$300

27%

$1,108

$155,170

$42,000

$113,170

100%

$1,108

$155,170

$113,170

$0

6 Fire Alarm Systems; install/modify (per building)

Per device

5000

$6.50

114%

$5.73

$28,627

$32,500

-$3,873

100%

$6

$28,627

-$3,873

$0

7 Standpipe system wet, dry or combination, per riser

Flat

12

$175

23%

$752

$9,029

$2,100

$6,929

100%

$752

$9,029

$6,929

$0

8 Hydrants private on-site; install/modify

Flat

1

$220

25%

$889

$889

$220

$669

100%

$889

$889

$669

$0

9 Hydrants private on-site; install/modify

$50

50%

$101

$303

$150

$153

100%

$101

$303

$153

$0

Per hydrant

3

Underground fire service line (includes inspection and re-inspection - 1 each
10 occurrence)

Flat

11

$300

27%

$1,108

$12,192

$3,300

$8,892

100%

$1,108

$12,192

$8,892

$0

11 Temporary Certificate of Occupancy

Flat

4

$300

36%

$844

$3,375

$1,200

$2,175

100%

$844

$3,375

$2,175

$0

15 Verification of Fire Protection System Maintenance and Certification

Flat

300

$75

45%

$167

$49,950

$22,500

$27,450

100%

$167

$49,950

$27,450

$0

A Level I Facility - Minimal Storage (defined as having no hazardous materials over
16 CFC Permit amounts as specified in CFC section 105)

Flat

87

$230

71%

$324

$28,208

$20,010

$8,198

100%

$324

$28,208

$8,198

$0

B Level II Facility - Quantities exceeding CFC permit threshold, but less than 50 gal.,
500 lbs. Or 200 cu. Ft. Category also includes Dry Cleaning, Fixed Medical Gas,
17 Auto or Aircraft Repair and Service Stations

Flat

140

$470

97%

$487

$68,122

$65,800

$2,322

100%

$487

$68,122

$2,322

$0

C Level III Facility - Quantities exceed 50 gal., 500 lbs. Or 200 cu. Ft. and not
18 categorized as Level II

Flat

200

$825

95%

$865

$172,939

$165,000

$7,939

100%

$865

$172,939

$7,939

$0

19 D Business Plan (HMBP)

Flat

251

$285

93%

$307

$77,024

$71,535

$5,489

100%

$307

$77,024

$5,489

$0

58%

$858

$13,721

$8,000

$5,721

100%

$858

$13,721

$5,721

$0

$816

$38,370

$24,270

$0

$5,379

$879

$0

20 E Petroleum Abovegroung Storage Tank

Flat

16

$500

Delete

0

$165

F Additional approval for permit to construct, temporary closure, permanent closure,
otherwise modify a Hazardous Materials storage/use facility. (See CEQA for
22 additional fees.)

Flat

47

$300

37%

$816

$38,370

$14,100

$24,270

100%

F Additional approval for permit to construct, temporary closure, permanent closure,
23 otherwise modify a Hazardous Materials storage/use facility. Additional hours over 2

Per hour

30

$150

84%

$179

$5,379

$4,500

$879

100%

$179

100%

25% of haz mat
fee

21 E Provisional (6 month term)

24 Late Fee for Hazardous Materials Storage Permits

Fine

0

25% of haz
mat fee

n/a

n/a

n/a

n/a
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Current

Recommendations

Per Unit
Service Name
25 Fees charged for additional re-inspections after the first re-inspection.

Annual

Fee
Annual Current
Current
Full Cost Annual Cost
Description Volume
Fee
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Fee @
Recovery
Level Policy Level

Annual
Revenue

Increased
Revenue

Subsidy

Flat

12

$300

81%

$368

$4,421

$3,600

$821

100%

$368

$4,421

$821

$0

Fees charged for additional re-inspections after the first re-inspection - each hour
26 over 2

Per hour

6

$150

45%

$334

$2,004

$900

$1,104

100%

$334

$2,004

$1,104

$0

After hours inspection fee (before or after normal business hours; weekends and
27 holidays included, and is to be paid in advance of inspection)

Per hour

100

$165

48%

$344

$34,381

$16,500

$17,881

100%

$344

$34,381

$17,881

$0

Flat

5

$150

25%

$603

$3,013

$750

$2,263

100%

$603

$3,013

$2,263

$0

27%

$546

$49,676

$13,650

$36,026

100%

$546

$49,676

$36,026

$0

$0

28 Christmas Tree Lot/Pumpkin Patch
Care Facility (including community, child day care and residential care for the elderly)
Fire and Safety Inspections (CFC 111.4). Excludes residential elderly care facilities
29 with six or fewer persons.

Flat

91

$150

30 Care Facility Inspection including fire clearance 7-25 clients

Delete

0

$65

31 Care Facility Inspection including fire clearance >25 clients

n/a

n/a

Delete

0

$125

32 Outside Cooking Booths

Flat

11

$165

30%

$546

$6,005

$1,815

$4,190

100%

$546

$6,005

$4,190

33 Use and Occupancy Fire Inspection

Flat

100

$125

23%

$537

$53,743

$12,500

$41,243

100%

$537

$53,743

$41,243

$0

Per hour

0

$165

49%

$334

$0

$0

$0

100%

$334

$0

$0

$0

Flat

7

$600

36%

$1,670

$11,689

$4,200

$7,489

100%

$1,670

$11,689

$7,489

$0

34 Standby fire watch or after-hours at fire or incident scene

n/a

n/a

High Rise Building; certificate of compliance inspection for each high rise
building which is required by State law to be inspected and certified
annually as meeting minimum compliance with applicable State of
California fire and life safety standards for existing high rise buildings. (CFC
35 111.4.3)
High Rise Building; certificate of compliance inspection for each high rise
building which is required by State law to be inspected and certified
annually as meeting minimum compliance with applicable State of
California fire and life safety standards for existing high rise buildings. (CFC
36 111.4.3) - each hour after 4

Per hour

3

$150

45%

$334

$1,002

$450

$552

100%

$334

$1,002

$552

$0

37 Consultation fee

Per hour

0

$150

45%

$334

$0

$0

$0

100%

$334

$0

$0

$0

Flat

1

$300

28%

$1,073

$1,073

$300

$773

100%

$1,073

$1,073

$773

$0

39 Hazardous Materials investigation

38 Alternate Means and Methods Application

Per hour

0

$150

84%

$179

$0

$0

$0

100%

$179

$0

$0

$0

40 Appeals to decisions

Per hour

0

$250

75%

$334

$0

$0

$0

100%

$334

$0

$0

$0

41 Additional hours over plan review/inspection (hourly minimum to be billed)

Per hour

0

$150

45%

$334

$0

$0

$0

100%

$334

$0

$0

$0

42 Site Disaster Planning

Per hour

250

$150

45%

$334

$83,495

$37,500

$45,995

100%

$334

$83,495

$45,995

$0

Flat

0

$200

59%

$341

$0

$0

$0

100%

$341

$0

$0

$0

43 Hydrant Flow Fee
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Current

Recommendations

Per Unit
Service Name
44 Hazardous Materials Data Entry Fee

Annual

Fee
Annual Current
Current
Full Cost Annual Cost
Description Volume
Fee
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Fee @
Recovery
Level Policy Level

Annual
Revenue

Increased
Revenue

Subsidy

Per hour

50

$65

36%

$179

$8,964

$3,250

$5,714

100%

$179

$8,964

$5,714

$0

45 Aerosol Products

Flat

0

$255

209%

$122

$0

$0

$0

100%

$122

$0

$0

$0

46 Amusement buildings

Flat

0

$365

76%

$481

$0

$0

$0

100%

$481

$0

$0

$0

47 Automobile Wrecking Yard or Junk Yard

Flat

0

$170

80%

$212

$0

$0

$0

100%

$212

$0

$0

$0

48 Bowling alley and pin refinishing involving the use of flammable liquids

Flat

0

$170

80%

$212

$0

$0

$0

100%

$212

$0

$0

$0

49 Candles and open flames in assembly areas

Flat

114

$135

44%

$306

$34,901

$15,390

$19,511

100%

$306

$34,901

$19,511

$0

50 Carnivals and fairs

Flat

0

$170

80%

$212

$0

$0

$0

100%

$212

$0

$0

$0

51 Cellulose nitrate storage/nitrate film

Flat

0

$255

209%

$122

$0

$0

$0

100%

$122

$0

$0

$0

52 Confined Space

Flat

0

$125

10%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

53 Combustible fiber/material storage

Flat

0

$170

80%

$212

$0

$0

$0

100%

$212

$0

$0

$0

54 Dust producing devices

Flat

0

$105

8%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

55 Excavate within 10 feet of flammable or combustible pipeline

Flat

0

$75

6%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

56 Explosive or blasting agents

Flat

2

$255

209%

$122

$244

$510

-$266

100%

$122

$244

-$266

$0

57 Fireworks display

Flat

0

$525

80%

$660

$0

$0

$0

100%

$660

$0

$0

$0
$0

58 High-piled combustible storage

Flat

1

$255

209%

$122

$122

$255

-$133

100%

$122

$122

-$133

59 Hot Work (Welding and Cutting) operations

Flat

53

$170

80%

$212

$11,226

$9,010

$2,216

100%

$212

$11,226

$2,216

$0

60 Liquid or gas-fueled vehicles or equipment in assembly buildings

Flat

33

$255

209%

$122

$4,032

$8,415

-$4,383

100%

$122

$4,032

-$4,383

$0

61 Malls, Covered

Flat

0

$255

209%

$122

$0

$0

$0

100%

$122

$0

$0

$0

62 B

Place of public assembly (temporary)

Flat

0

$200

16%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

63 C

Open flame/flame producing devices

Flat

4

$75

6%

$1,268

$5,071

$300

$4,771

100%

$1,268

$5,071

$4,771

$0

64 D

Liquid or gas-fueled powered equipment

Flat

0

$75

6%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

65 Magnesium working

Flat

0

$255

209%

$122

$0

$0

$0

100%

$122

$0

$0

$0

66 Occupant load increase (temporary public assembly)

Flat

0

$200

16%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

67 Open burning

Flat

0

$200

16%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

68 Operate a tank vehicle to transport flammable/combustible liquids

Flat

0

$255

209%

$122

$0

$0

$0

100%

$122

$0

$0

$0

69 Organic coatings

Flat

0

$170

80%

$212

$0

$0

$0

100%

$212

$0

$0

$0

70 Ovens, industrial baking or drying

Flat

4

$255

209%

$122

$489

$1,020

-$531

100%

$122

$489

-$531

$0

Per hour

0

$95

7%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

Flat

196

$200

34%

$594

$116,516

$39,200

$77,316

100%

$594

$116,516

$77,316

$0

71 Parade Float
72 Place of public assembly (annual or each occurrence)
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Per Unit
Service Name

Annual

Fee
Annual Current
Current
Full Cost Annual Cost
Description Volume
Fee
Recovery %

Annual
Revenue

Per Unit
Annual
Subsidy

Annual

Fee @
Recovery
Level Policy Level

Annual
Revenue

Increased
Revenue

Subsidy

73 Pyrotechnical special effects material

Flat

0

$170

523%

$33

$0

$0

$0

100%

$33

$0

$0

$0

74 Refrigeration Equipment

Flat

0

$170

80%

$212

$0

$0

$0

100%

$212

$0

$0

$0

75 Spraying/Dipping

Flat

18

$170

80%

$212

$3,813

$3,060

$753

100%

$212

$3,813

$753

$0

Tent or air-supported structure having an area in excess of 200 square feet; or
canopies in excess of 400 square feet (includes a public assembly permit of $125.00
76 for all tents)

Flat

30

$365

61%

$603

$18,080

$10,950

$7,130

100%

$603

$18,080

$7,130

$0

77 Tire recapping/tire storage

Flat

0

$480

38%

$1,268

$0

$0

$0

100%

$1,268

$0

$0

$0

78 Corrosives

Flat

62

$255

153%

$167

$10,354

$15,810

-$5,456

100%

$167

$10,354

-$5,456

$0

79 Cryogenic Fluids

Flat

49

$255

153%

$167

$8,183

$12,495

-$4,312

100%

$167

$8,183

-$4,312

$0

80 Flammable and Combustible Liquids

Flat

181

$255

153%

$167

$30,226

$46,155

-$15,929

100%

$167

$30,226

-$15,929

$0

81 Flammable Solids

Flat

0

$255

153%

$167

$0

$0

$0

100%

$167

$0

$0

$0

82 Compressed Gas (inert)

Flat

32

$255

153%

$167

$5,344

$8,160

-$2,816

100%

$167

$5,344

-$2,816

$0

83 Flammable Gas

Flat

29

$255

153%

$167

$4,843

$7,395

-$2,552

100%

$167

$4,843

-$2,552

$0

84 Oxidizing Gas

Flat

35

$255

153%

$167

$5,845

$8,925

-$3,080

100%

$167

$5,845

-$3,080

$0

85 Pyrophoric Gas

Flat

2

$255

153%

$167

$334

$510

-$176

100%

$167

$334

-$176

$0

86 Toxic, highly toxic, moderately toxic, health hazard Gas

Flat

12

$255

153%

$167

$2,004

$3,060

-$1,056

100%

$167

$2,004

-$1,056

$0

87 Unstable Reactive Gas

Flat

0

$255

153%

$167

$0

$0

$0

100%

$167

$0

$0

$0

88 Health Hazard (liquids & solids)

Flat

0

$255

153%

$167

$0

$0

$0

100%

$167

$0

$0

$0

89 Organic Peroxides

Flat

1

$255

153%

$167

$167

$255

-$88

100%

$167

$167

-$88

$0

90 Oxidizers (liquids & solids)

Flat

19

$255

153%

$167

$3,173

$4,845

-$1,672

100%

$167

$3,173

-$1,672

$0

91 Pyrophoric Materials (liquids & solids)

Flat

6

$255

153%

$167

$1,002

$1,530

-$528

100%

$167

$1,002

-$528

$0

92 Radioactive Materials

Flat

29

$255

153%

$167

$4,843

$7,395

-$2,552

100%

$167

$4,843

-$2,552

$0

Toxic, highly toxic, health hazard materials (includes pesticides, fumigants, and
93 etiologic agents)

Flat

45

$255

153%

$167

$7,515

$11,475

-$3,960

100%

$167

$7,515

-$3,960

$0

94 Unstable Reactive Materials (liquids & solids)

Flat

1

$255

153%

$167

$167

$255

-$88

100%

$167

$167

-$88

$0

95 Water Reactive Materials (liquids & solids)

Flat

0

$255

153%

$167

$0

$0

$0

100%

$167

$0

$0

$0

96 Liquefied Petroleum Gases

Flat

12

$255

153%

$167

$2,004

$3,060

-$1,056

100%

$167

$2,004

-$1,056

$0

Sliding

0

$1,080

0%

$0

$0

$0

$0

hourly

Per hour

0

$195

0%

$0

$0

$0

$0

hourly

97 Emergency Response Fee (Hazmat -PAMC 17.24.050)
98 Engine Company Second Re-inspection (After inspection and re-inspection only)
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Fee
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Current
Full Cost Annual Cost
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Fee
Recovery %

Annual
Revenue

Per Unit
Annual
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Annual

Fee @
Recovery
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Installation or Closure without approved plans and/or permits (Fire
99 Protection/HazMat; double original fee)

Penatly

0

$725

n/a

$725

100 Preventable False Alarm (CFC 401.3.1)

Penatly

0

$180

n/a

$180

Total User Fees
% of Full Cost

$1,553,690

Annual
Revenue

Increased
Revenue

Subsidy

$886,140

$667,550

$1,553,690

$667,550

$0

57%

43%

100%

43%

0%
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Attachment D

Community Services

Attachment D

Total Direct
Expense
Children's Theatre
JMZ-Sciences
JMZ-Exhibits & Zoo
Art in Public Places
Community Theatre
Summer Concerts
Visual Arts-Youth
Visual Arts - Adults
Art Exhibitions
Music & Dance - Youth
Music & Dance - Adults
Arts Facilities
Total Arts and Sciences
Aquatics
MSA
Recreation - Adults
Recreation - Teens
Program Publication
Recreation - Youth
Rec - Special Needs
Recreation - Facilities
Special Events
Total Recreation
Golf
Open Space
Parks
Total OS/Parks/Golf
Total Cubberley
Total Human Services
TOTAL CSD

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1,235,046
767,528
408,874
105,629
29,460
73,270
293,085
169,697
135,481
56,845
61,895
842,882
4,179,693
514,702
326,515
278,827
306,622
100,807
614,001
56,072
1,025,410
92,289
3,315,245
2,388,173
1,724,555
4,398,314
8,511,043
1,349,431
1,278,249
18,633,661

Total Indirect
Expense
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

515,804
239,633
180,183
45,124
522,435
18,849
75,397
43,655
34,853
14,624
15,923
506,476
2,212,956
224,132
110,157
98,389
76,472
24,874
151,508
13,836
296,684
22,773
1,018,825
542,126
421,921
1,203,052
2,167,099
1,064,354
428,554
6,891,788

Total Fee
Revenue

Total Full Cost
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1,750,850
1,007,161
589,057
150,753
551,895
92,119
368,482
213,352
170,334
71,469
77,818
1,349,358
6,392,649
738,834
436,672
377,216
383,094
125,681
765,509
69,908
1,322,094
115,062
4,334,070
2,930,299
2,146,476
5,601,366
10,678,142
2,413,785
1,706,803
25,525,449

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

360,304
500,698
6,721
2,625
200,074
61,694
62,864
24,314
1,219,294
501,164
289,391
187,686
114,540
754,294
6,942
431,955
15,821
2,301,793
2,624,748
34,630
25,639
2,685,017
6,206,104

Total Other
Revenue
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

80,000
3,000
18,449
2,000
38,000
15,802
157,251
-

$
$

1,500
-

$
$
$
$
$
$
$
$

1,500
95,393
9,135
336,538
441,066
840,075
1,439,892

Total Revenue

Total General
Fund Subsidy

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

$ 1,310,546
$
506,463
$
579,336
$
148,128
$
533,446
$
90,119
$
130,408
$
151,658
$
170,334
$
8,605
$
53,504
$ 1,333,556
$ 5,016,104
$
237,670
$
147,281
$
189,530
$
268,554
$
125,681
$
11,215
$
61,466
$
890,139
$
99,241
$ 2,030,777
$
210,158
$ 2,102,711
$ 5,239,189
$ 7,552,059
$ 1,573,710
$ 1,706,803
$ 17,879,453

440,304
500,698
9,721
2,625
18,449
2,000
238,074
61,694
62,864
24,314
15,802
1,376,545
501,164
289,391
187,686
114,540
754,294
8,442
431,955
15,821
2,303,293
2,720,141
43,765
362,177
3,126,083
840,075
7,645,996

Direct
Costs % Full Cost %
Recovery Recovery
36%
65%
2%
2%
63%
3%
81%
36%
0%
111%
39%
2%
33%
97%
89%
67%
37%
0%
123%
15%
42%
17%
69%
114%
3%
8%
37%
62%
0%
41%

25%
50%
2%
2%
3%
2%
65%
29%
0%
88%
31%
1%
22%
68%
66%
50%
30%
0%
99%
12%
33%
14%
53%
93%
2%
6%
29%
35%
0%
30%
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D
ANIMAL
SERVICES

Fee

Adoptions ‐ Dogs

Adoptions ‐ Cats

Impound Dog ‐
Licensed

Impound Dog ‐
Unlicensed

Impound Cat

Palo Alto

Cupertino
(Humane
Society
pp of
$ SV);

$125

Adult: $175;
Companion
prices if adopt
2

$171‐$175

$125

Kittens: $175;
Cats: Currently
waived

$124‐$136

Fremont

Menlo Park
(Peninsula
Humane)

Mountain View
(SVACA)

San Mateo
(Peninsula
Humane)

Santa Clara (SVACA)

Sunnyvale (Humane
Society SV)

Puppies: $350;
Under 7‐$120;
Adult: $175;
Under 7‐$120;
7+ ‐ $75;
Companion prices if
7+ ‐ $75; under
under 6 mos ‐
adopt 2
6 mos ‐ $135
$150
$135
$150
Under 7 ‐ $80;
Under 7 ‐ $80;
Under 6 mos ‐
7+ ‐ $50;
under 6 mos ‐ $150; All Other ‐ 7+ ‐ $50; under Under 6 mos ‐ $150; Kittens: $175; Cats:
6 mos ‐ $105
All Other ‐ $100
Currently waived
$100
$105

$92 (1st
Altered: $90;
Unaltered: $95 offense); $184
$30 (1st
(2nd offense);
(1st); $110
offense) up to
$276 (3rd
(2nd); $160
$165 (11th+
offense)
(3rd);
offense)

$35 (Altered/1st
offense); $100
(Unaltered/1st
offense); $125‐
$205
(subsequent
offenses)

$35 (Altered/1st
offense); $100
Altered: $90;
(Unaltered/1st
offense); $125‐$205 Unaltered: $95 (1st);
$110 (2nd); $160
(subsequent
(3rd);
offenses)

$92 (1st
offense); $184
(2nd offense);
$276 (3rd
offense)

$35 (Altered/1st
offense); $100
(Unaltered/1st
offense); $125‐
$205
(subsequent
offenses)

$35 (Altered/1st
offense); $100
Altered: $90;
(Unaltered/1st
offense); $125‐$205 Unaltered: $95 (1st);
$110 (2nd); $160
(subsequent
(3rd);
offenses)

$92 (1st
Altered: $90;
$30 (1st
offsense); $45 Unaltered: $95 offense); $184
(2nd offense);
(1st); $110
(2nd offense);
$276 (3rd
(2nd); $160
$60 (third
offense)
(3rd);
offense)

$35 (Altered/1st
offense); $100
(Unaltered/1st
offense); $125‐
$205
(subsequent
offenses)

$35 (Altered/1st
offense); $100
Altered: $90;
(Unaltered/1st
offense); $125‐$205 Unaltered: $95 (1st);
$110 (2nd); $160
(subsequent
(3rd);
offenses)

$50 (1st
offense) up to
$200 (11th+
offense)

$30 (1st
offense) up to
$165 (11th+
offense)

1
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Fee
License ‐
Dog/Neutered
License ‐
Dog/Spayed
License ‐ Dog/
Unaltered
Neuter Dog ‐
Resident
Neuter Dog ‐
Regular or Non‐
Resident
Spay Dog ‐
Resident
Spay Dog ‐
Regular or Non‐
Resident
Neuter Cat ‐
Resident
Neuter Cat ‐
Regular or Non‐
Resident
Spay Cat ‐
Resident
Spay Cat ‐
Regular or Non‐
Resident

Cupertino
(Humane
Society of SV)
$20 (12 mos);
$30 (24 mos);
$40 (36 mos)
$20 (12 mos);
$30 (24 mos);
$40 (36 mos)

Palo Alto
$20 (12 mos);
$30 (24 mos);
$40 (36 mos)
$20 (12 mos);
$30 (24 mos);
$40 (36 mos)
$40 (12 mos);
$60 (24 mos);
$80 (36 mos) $150 (12 mos)
$100‐$250
based on
weight
$135‐$325
based on
$85‐$135 based
weight
on weight
$120‐$270
based on
weight
$160‐$345
based on
$110‐$170
weight
based on weight

Fremont
$12 (12 mos);
$17 (24 mos);
$21 (36 mos)
$12 (12 mos);
$17 (24 mos);
$21 (36 mos)
$25 (12 mos);
$35 (24 mos);
$42 (36 mos)

Menlo Park
(Peninsula Humane)
$20 (12 mos); $55
(36 mos)
$20 (12 mos); $55
(36 mos)
$50 (12 mos); $145
(36 mos)

$91

Sunnyvale
(Humane
Society SV)
$20 (12 mos);
$30 (24 mos);
$40 (36 mos)
$20 (12 mos);
$30 (24 mos);
$40 (36 mos)

$50 (12 mos);
$145 (36 mos)

$100 (12 mos)

$150 (12 mos)

$20 (12 mos);
$55 (36 mos)

$110‐$130
based on weight

$80‐$140+ based on $135‐$155 based on $80‐$140+ based
$135‐$155
$85‐$135 based
weight
weight
on weight
based on weight
on weight
$120‐$140 based on
weight

$91

$120‐$140
based on weight

$90‐$150+ based on $145‐$165 based on $90‐$150+ based
$145‐$165
$110‐$170
weight
weight
on weight
based on weight based on weight
$60

$60

$54

$50

$75

$95

$130

$100 (12 mos)

$20 (12 mos);
$55 (36 mos)

Santa Clara
(SVACA)
$22 (12 mos);
$32 (24 mos);
$42 (36 mos)
$22 (12 mos);
$32 (24 mos);
$42 (36 mos)

San Mateo
(Peninsula
Humane)

$110‐$130 based on
weight

$65

$90

Mountain View
(SVACA)
$22 (12 mos); $32
(24 mos); $42 (36
mos)
$22 (12 mos); $32
(24 mos); $42 (36
mos)

$60

$50

$70

$95

$54

$60

$85

2

$75

$60

$70

$60

$85

$95
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SERVICES
Fee

Classes/Camps

Palo Alto

Cupertino

Fees are formula
driven based on
instructor's hrly
rate, number of
classes, min.
number of
participants,
indirect and
Residents: $6‐
equipment/supply
$865; Non‐
Residents: Fee costs, add 20% for
non‐residents
plus up to 50%

Fremont

Menlo Park

Not in fee schedule. Fees
are published in each
Activities schedule. Fees
are set to cover all direct
costs including
instructors, materials,
contracted services, City's
costs of arranging
programs, use of facilities
and "necessary
overhead". $5 additional
charge for non‐residents

San Mateo

Santa Clara

Varies ‐ City has Fees for most
independent classes/activities Not included
are set based on in Muni Fee
contract
schedule ‐
targeted cost
agreements
Priced in each
recovery of
with instructors
Rec Activity
direct and/or
who provides
guaranteed indirect costs for Guide; Higher
fees for non‐
each
income to the
residents
class/activity
course
Yearly Key ‐
Residents: $50;
Non‐residents:
$100

Primetime: Residents ‐
$9/hr; Non‐resident ‐
$11/hr; Non‐Primetime:
$8/hr.

Tennis

Mountain View

$8

Aquatics ‐ Lap Swim

Sunnyvale

Set
administratively
by Parks/Rec
Director; non‐
residents pay
lower of 25% or
$50 more per
class than
residents

Resident ‐
$6/hour; Non‐
resident ‐
$8/hour
Set by Director

Daily : Non‐
Resident

$4‐$6

$5

Daily: Non‐Resident

$4‐$6

$6

10 Swim: Resident

$40

10 Swim: Non‐
Resident

$60

25 Swim: Resident
25 Swim: Non‐
Resident
25 Swim:
Sr./Resident

$87.50
$109
$30

25 Swim: Sr./Non‐
Resident

$38

3
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Fee
Aquatics ‐
Recreational
Swim
Child ≤2
Spectator
Child ‐
Resident
Child ‐ Non‐
Resident
Adult ‐
Resident
Adult ‐ Non‐
Resident
Family ‐
Resident
Family ‐ Non‐
Resident

Palo Alto

Cupertino

Fremont

Menlo Park

Mountain View

San Mateo
Varies by pool,
activities and
residency

Santa Clara

Sunnyvale

Set by Director

$0‐$4
$3
$2,50‐$5

$3

$3

$2.50‐$6

$4

$4

$3‐$6

$4

$5

$3‐$8

$5

$6

$10

$139‐$180

$18

$174‐$220

4
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Mountain View

San Mateo

Santa Clara

Sunnyvale

$36‐$40

Up to $31

$33

$25

$35

$38‐$42

Up to $38

$38

$37

$35

$27‐$30

Up to $21

$27

$12‐$16 after 1pm
Sept 1‐April 30

Up to $16

$14/ resident
only

$46‐$51

Up to $47

$45

$34

$44

$48‐$53

Up to $54

$53

$50

$48

Palo Alto

Cupertino

Fremont

Menlo Park

GOLF ‐ 18 Holes
Wkday: Resident
Wkday ‐ Regular or
Non‐Resident
Wkday ‐
Resident/Sr.

Wkday ‐ Jr.(≤ 17)
Wkend/Holiday ‐
Resident
Wkend/Holiday ‐
Regular
Wkend/Holiday ‐
Resident/Sr.
Wkend/Holiday ‐
Jr.(≤ 17)

$15‐$18 after 1 pm
Sept 1‐April 30

$17/resident only

GOLF‐ 9 Holes
Wkday: Resident

$23‐$25

$15

$15

Wkday ‐ Regular or
Non‐Resident

$23‐$25

$17

$15

Wkday ‐
Resident/Sr.
Wkday ‐ Jr.(≤ 17)
Wkend/Holiday ‐
Resident
Wkend/Holiday ‐
Regular or Non‐
Resident
Wkend/Holiday ‐
Resident/Sr.

$14‐$16
$11‐$13
$26‐$29

$17

$17

$26‐$29

$19

$19

$17‐$19

5
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FIRE D
Fee

Palo Alto

Fire Flow Test

$215

Fire Suppression/
Sprinkler
$325 plus
Inpection
sprinkler heads

Cupertino

Fremont

Fireworks

Licensed
Community Care,
Residential or $160/annual or
each license
Child Day Care
renewal
Inspections

Haz Mat
Emergency
Response

Up to $1,170
each incident or
100% full cost
recovery

Mountain View

$250

$96/hour plus
Varies by type fee based on
sprinkler heads
of facility

$195‐
$1,622/hour ‐
charged after 2
Preventable False in 12 month
period
Alarm

$565 each
occurrence

Menlo Park

Varies by type of
facility

$1,084

Pre‐license
Inspection: $164
Based on
plus $368‐$484
assessed risk
based on occupancy
level
Job cost based
on employees'
salary plus
overhead

Santa Clara

Sunnyvale

$211

After second
incident: Engine ‐
$508; Inspector ‐
$332

$96/hour

San Mateo

Hourly rates

6

$535‐$1,474
depending on
Varies by type of facility & sprinkler
heads
$85/hour; 3 hour min.
facility

$134 for 3rd and
subsequent
occurences

$154/hour

$385

$253 ‐ After 3rd
time in 180 day
period

3rd‐4th: $200;
5th‐7th:$350;
8th‐10th:
$500; 11th+:
$750

$292 per
occurrence plus
standby personnel
at time of show

$571 each
occurrence

$229

$100 per
inspection

$134‐$404
depending on
max
occupancy

Hourly rates for
personnel/truck
company

Actual costs

$154/hour

Hourly rates for
personnel/engine

Varies by
facility/size

Hourly rates for
personnel and
equipment
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Fee
Massage Estab. ‐
New

Palo Alto

Cupertino

Fremont

$750

$395 includes
fingerprint

$300 plus
background

Massage Estab. ‐
Renew

$450

$93

$150

Massage
Therapist ‐ New

$300

$298 includes
fingerprint

$60 plus
background

Massage
Therapist ‐
Renew

$150

$62

$30

False Alarm
Taxi Driver ‐
Permit
Taxi Driver ‐
Renewal
Taxi ‐ Vehicle
Inspection

Fingerprinting

Menlo Park
Sole proprietor ‐
$135 plus
background
Sole proprietor ‐
$135 plus
background

Mountain View

$900

$450

$450

Registration:
Registration:
$40 (new);
Residential ‐ $20;
Permit renew:
Commercial ‐ $80;
$20; $60 fine if
2nd alarm: $100;
Registration:
more than 3
$25; Standard: 3rd alarm: $150; 4th
alarms in 120
days or 5 in 365 $175; High Risk: alarm: $250; 5th+
alarm: $500
$350
days

$160

$88/up to 4 years,
plus fingerprint

$323, includes
fingerprint

$306

$75, including
fingerprint

$180

$194

$108

$50

$130

DOJ and FBI
established fees

$28

$52 plus DOJ/FBI

$74 biyearly
$336 plus
hourly rate for
personnel

$98 biyearly

Registration: $38;
3rd alarm: $108;
4th: $162; 5th+:
$216

$66/year

San Mateo
$444 plus hrly
rate for
personnel

$45 plus DOJ
and other
agency fees

7

Santa Clara

Sunnyvale

Sole proprietor
$313

$924

Sole proprietor ‐
$210

$857

$209

$45

2nd and
subsequent:
$104

Registration: $24;
Fines: $63 (3rd);
$90 (4th); $115
(5th +); additional
for bank hold up
alarm

Registration:
Residential ‐ $35;
Business ‐ $70;
3rd‐4th alarm:
$200; 5th‐7th
alarm: $350; 8th‐
10th alarm: $500;
11th+ alarm:
$750

$90

$160

$205

$37

$144

$200 (biennial)

$108

$53

$116

City's cost plus
DOJ/FBI

$72

$32 plus DOJ/FBI

$66

9/9/2013

Attachment
POLICE D

Vehicle ‐
Impound
Release

$135

$196

$150 plus additional
$120 if
misdemeanor or
felony and
Vehicle Code
Infraction: $200; addiitonal $150 if
repeat offender
Impound: $76;
Misdeameanor
(within 12 mos)
Stored: $76
or Felony: $300

7

$52

$238
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Fee

Encroach

Cert of
Correct/
Compliance

Palo Alto

Cupertino

Residential: $430;
Non‐residential: Major: $488;
$460‐$920
Minor: $244

$3,240

$1,620

Fremont

Street Cuts

$100

Mountain View

Santa Clara

Varies based on
type and size

Deposit/Actual
Cost

Correction: First
3 sheets: $750;
Each Addl: $100;
Compliance:
$900
Compliance: $700
Flat rate plus % of
construction costs
.58% of project (% varies based on
dollar amount)
valuation

15 gallon:
$155; 24" box:
$330

San Mateo

Processing Fee ‐
$186; engineering
and inspection ‐
higher of $179 or
Residential:
Major: $825 plus
$1,069; Non‐
$312 plus 6% 8% of construction
3% of cost;
cost
Minor: $470; residential: $1,955 of project cost

Higher of $240 or
Bldg
5% of contract
construct/
work
street impact

Street Trees

Menlo Park

$85

Service lateral
connection:
Minor ‐ $609;
$1,080/ trench; $5‐
Major:
$16/sq.ft of trench $1,583; Over
15 days or
depending on
$30K = 5% of Deposit plus fee
pavement
project Costs based on linear ft.
condition

15 gallon tree:
$100

Fees based on
staff hourly
billing rates

8

$107/hour

Correction ‐ $2,509
per certificate;
Compliance ‐ staff
salary X 2.25

Sunnyvale

Varies based on
size/duration

Correction: $301;
Compliance: $534
Flat rate plus % of
construction costs (%
varies based on dollar
amount)

$910

15 gallon:
$11.07/linear ft.

24" box: $350

Varies based on
sq.footage

Varies based on
$312 deposit; sq.ft. and thickness
of asphalt
$107/hour

$155

$251

Deposit plus fee
based on linear ft.
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ATTACHMENT C

Community Services Department Class Cost Recovery Policy
The Community Services Department (CSD) offers a variety of programs within its various
divisions such as recreational activities, arts and sciences classes, and open space interpretive
programs. The following Class Cost Recovery Policy is to be used as a guideline to establish
cost recovery targets for fee-based classes and camps within the divisions of Recreation & Golf,
Arts & Sciences, and Open Space & Parks.
Included in CSD’s Strategic Plan is an initiative to “focus energy and (budgetary) resources on
sustaining and enhancing core services”. Through implementation of this Class Cost Recovery
Policy, the department aims to establish cost recovery levels while providing core services and
meeting the social needs of the community.
Policy
The policy takes into consideration: (1) minimum level of acceptable cost recovery, (2) target
level of cost recovery, and (3) fee setting considerations. Cost recovery levels are inclusive of
direct and indirect costs. Indirect costs include both department and City overhead.
Although each program has set minimum and target cost recovery levels, other fee setting
considerations may factor into the pricing of registration fees. Fee setting considerations may
either increase or decrease fees and place cost recovery outside of the minimum and target
levels. These factors include, but are not limited to, market rates, programs for those with
special needs, new programs still being established, and population served. However, within
each of the three divisions offering fee-based classes, the division-wide cost recovery should
meet minimum cost recovery levels.
Once a program is determined to be within the purview of the Class Cost Recovery Policy,
program fees are to be established using the Class Cost Recovery Model and adjusted as
needed. The model is included in the pages to follow.
Each fee-based class or camp is placed in one of four Cost Recovery Groups. The groups
range from Community Benefit to Personal Benefit, representing opposite ends of a cost
recovery spectrum. Programs rated as Community Benefit will cost recover less, while
programs rated as Personal Benefit will cost recover more. This cost structure is in line with
the department’s mission statement: “Engaging individuals and families to create a strong and
healthy community, through parks, open space, recreation, social service, arts, and sciences.”
The four Cost Recovery Groups are:
•
•
•
•

Group I: Community Benefit
Group II: Majority Community Benefit
Group III: Equal Community Benefit and Personal Benefit
Group IV: Majority Personal Benefit

Attachment D

Division managers, along with input from program coordinators and supervisors, determine the
value of a class or camp for placement within one of the four groups. Each group has a cost
recovery range inclusive of a minimum cost recovery and a target cost recovery level. This
detail is reflected in pages to follow.
On an annual basis, programs are to be reviewed to ensure the established cost
recovery levels are met and adjustments made.
Recovered Costs
Direct costs are expenses incurred in correlation to a class being offered. These costs would
not be incurred if a class were not offered. Typical direct costs are instructor fees and supplies
and materials.
Department indirect costs cover overhead costs incurred by the department for administrative
support, program supervision, utilities, and some maintenance. Some of these costs would
probably be incurred regardless whether a class is offered or not.
City indirect costs encompass citywide overhead, administrative, and facility maintenance
costs. Some of these costs would probably be incurred regardless of whether a class is
offered or not.
Department indirect cost is estimated to be 15% of direct cost while both department and City
indirect costs are estimated to be 35% of direct cost. These estimates are subject to change as
programs are reviewed and to reflect changing overhead costs.
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Class Cost Recovery Model
This model is to be used by Program Coordinators, Supervisors, and Division Managers to plan,
evaluate program cost recovery, and determine expenses, revenues, and course registration

fees.
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Class Cost Recovery Guidelines
In conjunction with the Cost Recovery Model, the following guidelines are to be used to place
classes and camps into one of the four Cost Recovery Groups.
Process:
1) Set a cost recovery range for each Cost Recovery Group, with minimum and target
recovery levels.
2) Evaluate and place each existing program in a Cost Recovery Group.
3) Determine guidelines to be used to place future new programming into a Cost Recovery
Group.
Parameters:
1) Apply to fee-based class and camp programs.
2) Generally, cost recovery for children’s programs will be less than adult programs.
3) Some programs may cost recover less than the minimum level. However, other
programs will need to make up for the difference.
4) Approximately 15% above Direct Costs covers Department Overhead, subject to
adjustment.
5) Approximately 35% above Direct Costs covers both Department and City Overhead, subject to
adjustment.
6) Other fee considerations should be taken into account, such as, but not limited to, market
pricing, competition from other service providers, new program being established, and
population served.
Cost Recovery Groups, Cost Recovery Minimum, and Cost Recovery Targets:
Group I: Community Benefit
•
•

Cost Recovery Minimum: Less than Direct Cost
Cost Recovery Target: Direct Cost

Group II: Majority Community benefit
•
•

Cost Recovery Minimum: Direct Cost
Cost Recovery Target: 115% Direct Cost

Group III: Equal Community and Personal Benefit
•
•

Cost Recovery Minimum: 115% Direct Cost
Cost Recovery Target: Up to 135% Direct Cost

Group IV: Majority Personal Benefit
•
•

Cost Recovery Minimum: 135% Direct Cost
Cost Recovery Target: 135% Direct Cost

Attachment D

Characteristics of Community Benefit vs. Personal Benefit programs
The four Cost Recovery Groups represent a cost recovery “spectrum”. Programs classified as
being of Community Benefit will cost recover less than programs classified as being of Personal
Benefit.
Division managers, along with input from program coordinators and supervisors,
determine the value of a class or camp for placement within one of the four cost recovery
groups.
•
•
•
•

Group I: Community Benefit
Group II: Majority Community Benefit
Group III: Equal Community Benefit and Personal Benefit
Group IV: Majority Personal Benefit

Below are characteristics to define Community and Personal benefit, opposite ends of a cost
recovery “spectrum”. The opposite ends are represented by Group I and IV. As most programs
have aspects of both benefits, they are placed within the spectrum in either Group II or III.
Community Benefit Characteristics

Personal Benefit Characteristics

Youth and Teen Development
Safety
Early Childhood Development
Environmental Stewardship
Fitness/Healthy Lifestyle for youth
Connecting / Involving People w/ Community
Service Back to Community
Encourages Volunteerism
Cultural Understanding
Cross-Generational Understanding
Unique Experiences not provided by other
organizations
Life Skills for Self Independence
Diversity of Experience
Community Policing – Public Involvement

Leisure Time Experiences
Financial Enhancement
Stress Reduction
Mental / Physical Health for adults
Professional Development
Competitive Sports for adults
Personal Enhancement
Weight Loss
Fitness for adults
Fashion/Beauty/Personal Enhancement
Classes already provided by other
organizations for adults
Life-Long Learning
Skill Building
Social Networking / Contacts for
personal gain

Sustaining our Resources

Attachment D D
Attachment
Community Services Department (CSD) Recreational Activities Participant Data
Fiscal Year 2012
Resident %
Non‐Resident %
when
when available or
available or
applicable
applicable

CSD DEPARTMENT WIDE TOTAL
Number of classes and camps offered

Enrollments in classes and camps

Adult
Child
Total

203
582
785

Adult
Child
Total

2,688
12,062
14,750

ARTS &SCIENCES DIVISION
Children's Theatre:
▪Show Attendance
▪Show Participants
Community Theatre:
▪Show Attendance
▪Number of Performances
▪Enrollments in Music and Dance
Jr. Museum & Zoo:
▪Enrollments in classes and camps
▪School Outreach Classes ‐ Est. # of Children
Art Center:
▪Total Attendance
▪Exhibition Visitors
OPEN SPACE, PARKS, GOLF
▪Total visitors at Foothills Park
▪Hours of Athletic Field Use
▪Gardening Program Participants
▪Rounds of Golf
RECREATION CLASS ENROLLMENTS
▪Dance
▪Aquatics
▪Middle School Athletics
▪Private Tennis Lessons
▪Other Recreation
CUBBERLEY
▪Total Number of Hours Rented
▪Total Number of Rental Bookings

Page 1 of 2

76%
90%
89%

24%
10%
11%

87%

13%

100%
12%

0%
88%

95%

5%

92%

8%

27,907
1,087
45,635
175
941
2,575
9,701
62,055
29,717
171,413
44,226
292
65,653
886
196
1,455
240
3,532
29,282
9,348
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Facility Rental Rates Comparison (Fiscal Year 2013)
City

Location

Room

Sq. Ft.

Resident

Non-Resident

Palo Alto
Menlo Park
Mountain View
Mountain View

Lucie Stern Center
Arrillaga Family Center
Senior Center
Community Center

Ballroom
Sequoia
Social Hall
Auditorium

2,800

$152/hr
$125 - $170/hr
$115 - $231/hr
$114 - $120/hr

$228/hr
$170 - $230/hr
$289 - $405/hr
$182 - $197/hr

Palo Alto
Lucie Stern Center
Menlo Park
Arrillaga Family Center
Mountain View Senior Center

Community Room
Juniper
Multi A

1,125

$110/hr
$55 - $75/hr
$75 - $150/hr

$165/hr
$75 - $100/hr
$174 - $289/hr

Palo Alto
Lucie Stern Center
Menlo Park
Arrillaga Family Center
Mountain View Senior Center

Fireside Room
Willow
Multi B

$88/hr
$35 - $50/hr
$23.25 - $46/hr

$132/hr
$50 - $70/hr
$93 - $127/hr

Palo Alto
Menlo Park

Lucie Stern Center
Arrillaga Family Center

Patio
Large Patio

$90/hr
$125 - $170/hr

$135/hr
$170 - $230/hr

Palo Alto
Menlo Park

Lucie Stern Center
Arrillaga Family Center

Kitchen
Kitchen

$32/hr
$25 - $40/hr

$48/hr
$50 - $70/hr

2,030

$47/hr
$75 - $100/hr
$38 - $48.50/hr

$47/hr
$100 - $135/hr
$113 - $131/hr

6,732

$92/hr
$110/hr
$59/hr
$110/hr
$110/hr

$92/hr
$110/hr
$76/hr
$139/hr
$139/hr

Palo Alto
Rinconada & Mitchell Parks Group Picnic Sites
Menlo Park
Various Parks
Group Picnic Sites
Mountain View Various Parks
Group Picnic Sites

$43 - $119/day
$5/hr
$103/day

Not Available
$10/hr
Not Available

Palo Alto
Various locations
Menlo Park
Various locations
Mountain View Various locations

Youth
$3 - $27/hr
$8 - $34/hr
$2/hr

All others
$46 - $216/hr
$22 - $100/hr
$25 - $88/hr

1,085

650

680

6,300

480

Palo Alto
Cubberley Center
Menlo Park
Arrillaga Family Center
Mountain View Community Center

Dance Studio
Maple Dance Studio
Room 3 (Dance)

Palo Alto
Palo Alto
Menlo Park
Mountain View
Mountain View

Gymnasium A
Gymnasium B
Gymnasium
Gymnasium
Gymnasium

Cubberley Center
Cubberley Center
Onetta Harris Center
MV Sports Pavilion
Whisman Sports Center

2,378

Athletic Fields
Athletic Fields
Athletic Fields
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Attachment D

FINANCE COMMITTEE
Regular Meeting
Tuesday, November 5, 2013
Chairperson Burt called the meeting to order at 7:00 P.M. in the Council
Conference Room at 250 Hamilton Avenue, Palo Alto, California.
Present:

Berman, Burt (Chair), Schmid, Shepherd

Absent:
Chair Burt announced that Agenda Item Number 1 would be heard last and
Agenda Item Number 3 would be heard first.
Oral Communications
None
Agenda Items
1.

(Former Agenda Item Number 3) Draft User Fee Cost Recovery Level
Policy.

Walter Rossmann, Director of the Office of Management and Budget reported
on policy considerations for a Draft User Fee Policy and a report from the
consultant regarding the Cost Recovery Levels of fees in September 2013.
The Finance Committee (Committee) directed Staff to return in November
2013 with a Draft User Fee Cost Recovery Level Policy, which was attached
to the report. There were no updates to the Draft Policy since September
2013. The Committee also requested Staff discuss the cost components for
fees. He mentioned that the Council would establish those fees as part of
the Fiscal Year (FY) 2015 proposed Municipal Fee Schedule. In calculating
the amount of a fee, Staff reviewed the salary and benefits schedule and
considered the amount of Staff time required to complete an activity. Next
Staff added a percentage for compensated absences, and then added the
overhead for the department. Non-salary costs, if any, were also added to
the calculation. The Cost Recovery Level was the cost for the service versus
the fee for the service.
The Committee requested Staff provide that
information prior to presenting a final User Fee Cost Recovery Level Policy.
The Committee was able to see the entire context of fees and Cost Recovery
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Levels when Staff presented the final User Fee Cost Recovery Level Policy in
the summer of 2014. Fees above Cost Recovery Levels still needed to be
adjusted. As part of the Budget process, Staff needed to determine the
costs to the City and how to implement any changes.
A potential
consideration for cost was to increase all fees across the board. Staff was
able to modify the Draft User Fee Cost Recovery Level Policy, as directed by
the Committee, and then request that the Committee make a
recommendation to the Council.
Council Member Berman noted the final version of the Policy would be
presented to the Committee for review and approval in the fall of 2015.
Mr. Rossmann said the report should state the fall of 2014.
Council Member Berman asked if Staff recommended the Committee review
the User Fee Cost Recovery Level Policy and decide whether it was sufficient
to send to the full Council for discussion.
Mr. Rossmann answered yes.
Council Member Berman requested Staff comment on the difference between
Service Recipient and Service Driver in the report.
Mr. Rossmann utilized the example of a resident remodeling his home.
Service Recipient was a resident who applied for a building permit.
Driver per se was the Building Code. The Building Code provided
construction and fire protection through construction requirements.
recipient benefited from the Building Code.

The
The
safe
The

Council Member Berman inquired about the meaning of a “false alarm”
within the context of discouraging certain actions.
Mr. Rossmann explained that police and fire responses to false alarms cost
the City money. The City wanted to restrict that behavior and build other
safeguards into the systems.
MOTION:
Council Member Berman moved, seconded by Vice Mayor
Shepherd to direct Staff to bring forward to the City Council the Draft User
Fee Cost Recovery Level Policy for Council discussion.
Council Member Berman felt the Policy was incredibly helpful toward the
context of different fees to be recovered from the community.
The
groupings provided policy guidance without being absolute. Modifications
were able to be made toward fees for different services.
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Vice Mayor Shepherd noted that the Council did not establish Core Values.
The community wanted to provide subsidies for some activities and,
therefore, wanted to analyze fees for those activities.
She requested
removal of the example on page 56, Item Number 2, regarding a massage
establishment permit applicant.
She agreed with not including square
footage as a cost component on page 54.
Mr. Rossmann clarified that the actual work space and persons working in
that space were components.
Vice Mayor Shepherd indicated the City was not charging for square footage
and often times community centers did not provide modern technology;
however, having community centers was part of the common good.
Council Member Schmid noted retiree health costs were not included in the
components listed, and asked how they were included in the Cost Recovery
calculation.
Mr. Rossmann distributed the cost over each salary as a benefit to recapture
the cost.
Council Member Schmid inquired whether retiree health costs were allocated
to current employees.
Lalo Perez, Director of Administrative Services and Chief Financial Officer
explained that the salary was multiplied by the percentage of the first
pension rate to determine the cost. The portion of retiree healthcare costs
to be collected was part of the policy decision.
Council Member Schmid requested Number Two of the Cost Recovery Policy
Statement be revised for clarity purposes because none of the five bullets
under Community Services adequately described Community Services' goals.
He suggested another bullet be added to capture the flavor of Community
Services' goals.
INCORPORATED INTO THE MOTION WITH THE CONSENT OF THE
MAKER AND SECONDER to add a suggestion such as “the widespread
participation of a diverse community in healthy activities or educational
activities” as a Policy consideration.
Council Member Berman stated most of Community Services programs
appeared to fall within the 0 to 30 percent Cost Recovery Level.
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Council Member Schmid indicated the average Cost Recovery for Community
Services programs was 30 percent.
Mr. Rossmann added that the summary information included rent of facilities
during the time that the facility was partially closed. Realistically, the Cost
Recovery Level was probably between 30 percent and 70 percent. The
report was slightly misleading in the way data was presented by the
consultant and was correct with respect to individual programs; however,
some facts were hidden in the report which decreased the Cost Recovery
Level. Community Services in general fell into the middle range.
Council Member Schmid wanted the statement to provide the positive sense
of Community Services.
Mr. Rossmann said he would revise the statement.
Council Member Schmid commented that the policy did not explain why
recovery levels for Community Services programs varied from 1-99 percent.
Mr. Rossmann explained that Cost Recovery Levels were calculated by
groupings and provided a method for addressing that issue. Staff was
struggling with the lack of complete and old information from FY 2012, which
contained certain assumptions.
Council Member Schmid stated the Committee's objective was to revise or
correct the Policy Statement before it was applied.
Mr. Rossmann wanted to incorporate the Committee's considerations into
the staff report to the City Council so that the Council was aware of those
considerations.
Mr. Perez added that the Committee could direct Staff to perform surveys to
determine the community's value of each program.
Chair Burt felt the process should be repeated to reach the goal between
scoping the policy and reviewing examples to determine whether they were
consistent with the prospective policy. He questioned the Community Value
Decision to highly subsidize adult Arts and Recreation Programs, not youth
Arts and Recreation Programs.
On the other hand, other programs
specifically for youth were highly subsidized. The totality of youth services
in the community was not tilted as badly. Within particular categories it was
tilted in an odd way. The Committee requested Staff attempt to capture the
values that the Council wanted to embrace under these categories, in
particular around Community Services.
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Mr. Rossmann reported that Staff wanted to prospectively determine fees by
reviewing costs and estimating activity levels, especially in the classroom
environment. A class with 20 students provided a lower cost per student
than a class with 10 students. Typically the level of youth participation in
classes was much higher than adult participation; higher participation led to
higher revenue. The Cost Recovery Level was also higher because the cost
was constant.
Chair Burt understood the Cost Recovery Level for youth programs was
lower.
Mr. Rossmann indicated it was 80 percent.
Chair Burt agreed that higher participation led to a higher Cost Recovery
Level.
Mr. Rossmann explained that Staff determined fees by prospectively
reviewing budgeted costs and the estimated activity level. The report was
very useful and provided insight; however, he was hesitant to use it as the
guiding factor from a Cost Recovery Level perspective.
Chair Burt agreed the report would inform rather than stipulate how the
Committee set the structures.
MOTION PASSED: 4-0
2.

Development Impact Fees:
Needs.

Approval of List of Public Facilities Capital

Lalo Perez, Director of Administrative Services and Chief Financial Officer
reported that Development Impact Fees (DIF) were designed to allow
agencies to recapture the additional cost of services required as a result of
new development. A DIF was only applied to Capital Costs. A Nexus Study
was required to demonstrate that the proposed fee was appropriately scaled
to match the likely increase in cost. Staff proposed two new fees: a Public
Safety Fee and a General Government Facility Fee. Only Transportation Fees
were updated because other Development Fees were at the appropriate
levels within the preliminary review. The Capital Needs List was to be used
to calculate and update proposed new fees.
The Finance Committee
(Committee) needed to review and approve the Capital Needs List. Council
approval of the Capital Needs List was not required; however, the
Committee was able to recommend the Council review it. The Capital Needs
List contained more projects than the Infrastructure Committee Project List
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because the Infrastructure Committee focused on projects that were
prioritized but had no funding. The Committee was able to include projects
that could conceivably be performed within the designated time period. The
List included projects funded primarily through the Capital Improvements
Program (CIP) Budget on a pay-as-you-go basis. The cost of a project was
able to be reduced by any revenue identified for that project. If a project
was partially funded through the five-year plan, then the Capital Needs List
contained only the delta. If the City received new funding for projects
included on the Capital Needs List, the project cost needed to be adjusted at
a later point in time.
Nate Perez, Vice President, David Taussig and Associates (DTA), explained
that DIF’s were not utilized to cure existing deficiencies or for operations and
maintenance. They were only utilized for Capital Projects. The standard for
projects was a useful life of five years or longer. DIF’s were a function of
California Law, which demanded a certain level of proportionality and nexus.
The methodologies proposed for the Nexus Study could be difficult, but the
nexus depended on the given fee category being analyzed.
Chair Burt requested Mr. Nate Perez comment on the voluntary aspect of
fees.
Mr. Nate Perez indicated the term "voluntary" was a term used to mean art.
The exactions were made legal by Assembly Bill (AB) 1600. The Bill was
oriented to the development community.
Vice Mayor Shepherd asked if the collection of DIF’s were voluntary for the
City.
Mr. Nate Perez replied yes.
Chair Burt asked if “voluntary” applied to the City or to those paying the
fees.
Mr. Nate Perez stated the voluntary comment referred to the development
community, who were responsible for paying the fees in order to obtain a
building permit. Staff requested DTA provide a comparative survey of peer
cities in the South Bay Area. Cities preferred to charge DIF’s at an average
level; however, none committed to reducing fees to an average level.
Among South Bay cities, fees averaged between $30,000 and $40,000 for a
single-family dwelling unit. He felt that the City's fees did not inhibit the
City's attractiveness to the development community; a small change in any
one of the fees changed that. The City's fees were slightly high, but were
manageable. The Water Fee was a significant amount and negatively
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impacted the City.
Vice Mayor Shepherd requested clarification of Water Fee.
Mr. Nate Perez meant the Water Sewer Hookup Fee for new homes. Impact
Fees typically included Housing Fees, Transportation Fees, Water and Sewer
Fees, and Capital Facilities Fees. The City was very competitive with respect
to Capital Facilities Fees.
Vice Mayor Shepherd asked why the Affordable Housing Fee was not
included in the list of fees.
Mr. Nate Perez explained that it was an In-lieu Fee. A developer who
constructed one single-family home was not necessarily conditioned to pay
an Affordable Housing Fee.
Vice Mayor Shepherd understood developers paid the fee when they built
homes.
Mr. Nate Perez indicated cities had different triggers for fees. Some cities
required fees for each project, some required fees for projects of more than
50 parcels.
Chair Burt recommended information from Santa Clara not be included in
the presentation, as it skewed the data.
Vice Mayor Shepherd inquired about the process for collecting Capital Facility
Fees.
Mr. Nate Perez stated that was similar to the General Government Fee he
proposed for a Municipal Services Building. He thought that would be a good
fee for the City to begin collecting.
Chair Burt requested Staff comment on the drivers for the amount of the
Water Sewer Hookup Fee.
Mr. Lalo Perez did not have specific details, but recalled the Council reviewed
it approximately five years ago to establish the range and accept the
percentage.
Chair Burt wanted the City to have Park Fees comparable to Park Fees
collected by other cities and not be inhibited by a High Water Hookup Fee.
Mr. Nate Perez suspected that the high cost of the new water system and
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the extension of water pipes was a driver of the fee. Perhaps some
elements of the City were not served quite as well as other elements.
Mr. Lalo Perez believed the cost resulted from building up the reservoirs, but
he said he would review the matter.
Chair Burt felt the City had two major capital categories:
Hetch-Hetchy system and emergency water supplies.

rebuilding the

Mr. Lalo Perez noted the City did not have funding when the fee was
established.
Chair Burt asked if the City could charge new hookups for an existing
system.
Mr. Nate Perez replied no. The allocation occurred in the setting of the fee
level because the numerator was the cost of the new system, and the
denominator was the number of new homes or new nonresidential square
footage.
Chair Burt inquired whether the City could charge for the new system after it
being built.
Mr. Nate Perez reported once the system was built, the City could charge the
homes and the demographics contained within the study. The projections
within the study were based upon the number of homes and nonresidential
square footage.
Chair Burt asked if the City could implement a fee if construction of the
system was based upon a future projected need.
Mr. Nate Perez answered yes.
Mr. Lalo Perez requested time to confirm the correct information regarding
the hookup fee, given the amount of the fee.
Vice Mayor Shepherd asked Staff to explain the Fire Facility Fee charged by
Menlo Park.
Mr. Nate Perez
improvements.

assumed

it

was

utilized

for

additional

fire

capital

Vice Mayor Shepherd inquired whether the fee would be used for capital
improvements to Menlo Park's fire stations.
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Mr. Nate Perez responded yes.
Vice Mayor Shepherd indicated Palo Alto did not charge that fee.
Mr. Lalo Perez proposed a General Government Fee that could capture those
types of things.
Vice Mayor Shepherd asked if the fee was used for development.
Mr. Nate Perez replied that the fee could only be utilized for new
development. In light of Palo Alto's unique nature, he was suggesting
maximum fees. The City Council always retained the authority to charge
lower fees. The Citywide Transportation Fee, approximately $3,000 per
single family home, was able to be slightly increased. He suggested two
new fee categories to help cover some costs of capital improvements. He
said a Public Safety Fee could be utilized for a new Public Safety Building,
some new fire stations, some new rescue vans, and things such as that. A
General Government Fee was utilized for a Municipal Service Center. Funds
generated by those fees were able to be used to assist the City in meeting
some costs.
Vice Mayor Shepherd inquired if the proposed increase to the Community
Facility Fee could be used to pay for some fire and police capital
improvements.
Mr. Lalo Perez answered no. It was meant for community centers.
Mr. Nate Perez was not comfortable putting municipal buildings in the
Community Facility category.
Vice Mayor Shepherd noted funds generated by fees would be appropriated
and then used for the CIP Budget.
She asked if those funds were
differentiated from General Fund dollars allocated to CIP.
Mr. Lalo Perez responded yes because Staff identified the source of funding
that came from a fee.
Mr. Nate Perez reported some communities did not have as many fees as
others. The draft Capital Needs List was meant to be expansive and
inclusive and was prepared using the best information Staff had. If there
were no projects on the Capital Needs List, then there could be no fees. As
circumstances changed, projects had the potential to be removed from and
added to the Capital Needs List.
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Council Member Berman thought it was better for the Capital Needs List to
be as inclusive as possible
Mr. Nate Perez was not able to target a fee level and then work backwards
to determine funding for improvement projects. He tried to be inclusive of
projects, calculated some draft fees, and circulated draft fees to the
Committee for its impressions.
Council Member Berman stated fees would not provide sufficient funds to
build a new Municipal Services Center or Public Safety Building; yet, the two
projects were being considered in determining the amount of fees. He
inquired about the process for setting fees.
Mr. Nate Perez explained that the bottom line numbers were the numerator,
and the number of shared new homes and nonresidential square feet over
the next 20 years was the denominator. He thought fees should be
controlled, mitigated, and moderately increased to provide more revenue
without jeopardizing the City's relationship with the development
community.
Chair Burt wanted to consider setting a fee level that would cause new
development to pay for its proportionate share of the cost of the additional
capital improvements needed to sustain the community. That was the fair
framework and was the objective discussion.
Mr. Lalo Perez reported that was the Council's practice in the past. There
were different discussions as to having a percentage of the fee be the fee
itself, and that depended on the type of fee.
Chair Burt recalled that the discussion of a Park Impact Fee was based on
two acres per 1,000 people, and that was embedded in the Comprehensive
Plan as an objective. The Council was not able to have a Policy Objective of
what they thought was correct for the community. He thought a 10 percent
increase in car trips could cause a 20 or 30 percent increase in congestion.
The question then became whether new developments paid for 10 percent of
the total number of car trips or for the 30 percent increase in congestion.
The guidance was that the City could not charge fees based on the 30
percent of congestion. He was interested in framing the levels of fees in that
manner.
Mr. Nate Perez indicated the Transportation Fee would be reviewed for trips
and congestion. The City currently based its Park Impact Fee on five acres
per 1,000 people and the Parkland Dedication Fee was technically different
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than the Park Impact Fee. He noted that one or the other could be charged.
Vice Mayor Shepherd asked if funds from a Parkland Dedication Fee were
utilized to purchase parkland, rather than maintenance of parks.
Mr. Nate Perez explained a developer above 50 parcels paid the Dedication
Fee or gave up the land. An individual homeowner paid the Park Impact
Fee. For Capital Facilities and General Government Fees, the Nexus Study
reviewed the increase in persons served and calls for service from police and
fire.
Chair Burt noted the Committee's Agenda Item was to review the Capital
Needs List.
Council Member Berman inquired about the lack of new police vehicles under
police facilities. The category contained only the Public Safety Building,
while the fire category contained multiple projects.
Mr. Lalo Perez reported the majority of police vehicles were embedded in
fleet replacement. The amount of funds estimated at the time fire vehicles
were enrolled in fleet replacement did not align with the cost.
Council Member Berman asked if the cost of replacing police vehicles was
contained within the Budget.
Chair Burt assumed the City retained fire trucks far longer than police
vehicles.
Mr. Lalo Perez indicated fire engines were typically retained 15 years, as
opposed to three years for police vehicles.
Chair Burt stated projects enduring less than five years did not qualify under
the capital definition.
Vice Mayor Shepherd noted the Capital Needs List contained only one
parking garage, when many parking improvements were needed to reduce
neighborhood overflow.
Mr. Lalo Perez clarified that the Capital Needs List contained two parking
garages. Staff did not have a study to verify the number of garages
needed; therefore, they used the best information they had.
Vice Mayor Shepherd inquired whether the City could collect a fee to
construct a Public Safety Building when the amount of fees generated would
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not pay to construct it.
Mr. Lalo Perez reported the Capital Needs List could not contain items that
the Council knew would not be constructed. The City needed a Public Safety
Building; he thought it could be funded through other means and Staff had a
reasonable cost estimate.
Vice Mayor Shepherd referenced the $16 million cost for the Civic Center
plaza deck, and inquired whether the Capital Needs List included a project to
seismically retrofit the building.
Mr. Eggleston indicated Staff was not planning a project to seismically
retrofit the building.
Mr. Lalo Perez understood the building was retrofitted through the elevator
shafts in the early 1990s. He was unaware of additional requirements since
that occurred.
Chair Burt remarked that a higher level of seismic retrofitting was required
for buildings providing essential services than for buildings providing general
services.
Mr. Lalo Perez believed the work in the 1990s took care of the tower but not
necessarily the wing.
Vice Mayor Shepherd asked if the retrofit included City Hall.
Mr. Lalo Perez did not believe so, but said he would have to check on that.
Chair Burt felt there were two possible thresholds. One was whether the
upgrade in the 1990s met the current requirements for general services.
The second threshold was whether the upgrade met the highest seismic
standard for essential services.
Mr. Lalo Perez said he would review construction records.
Chair Burt was interested in including seismic retrofitting as a long-term
capital need.
Mr. Lalo Perez agreed it would be a reasonable project to include if an
additional retrofit was needed to meet current standards.
Mr. Nate Perez stated new residents would obviously benefit from that
project.
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Council Member Schmid referenced the quote from the Act regarding
inclusion of public improvements and public services; however, Mr. Nate
Perez indicated the Council could only utilize funds for capital investments.
He requested clarification.
Mr. Nate Perez reported a category of public services under water and sewer
would qualify for the DIFs. For the City's purposes, public services were not
able to be included on the list.
Council Member Schmid noted that the Staff Report did not state that public
services were excluded.
Vice Mayor Shepherd questioned the inclusion of $750,000 for computers.
Council Member Schmid reiterated that the Act included public services.
Mr. Nate Perez stated use of DIFs was restricted to capital improvements.
Council Member Schmid asked why grade crossings were not included on the
Capital Needs List. The Council voted to fund a detailed study.
Chair Burt indicated the Council did not make a policy decision to include
grade crossings in long-term capital plans at the current time.
Council Member Schmid remarked that the Capital Needs List was inclusive
to 2035.
Chair Burt explained that the Capital Needs List was inclusive of work
identified as a prospective project.
Council Member Schmid felt grade crossings could become a viable project
before the Nexus Study was presented in the spring of 2014.
Chair Burt agreed the Council could move the grade separation issue from a
possibility to an intention. He expected that at that point in time, it would
be included in the Capital Needs List.
Council Member Schmid believed development would enhance the need for
the program. He requested Staff review the timeline.
Vice Mayor Shepherd questioned the inclusion of computers on the Capital
Needs List.
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Mr. Nate Perez reported Information Technology (IT) upgrades were
identified as projects.
Vice Mayor Shepherd noted the Item was listed as an acquisition of new
computers, not IT upgrades, and asked if the description needed to be
changed.
Mr. Lalo Perez stated that he would work on that. If the Committee
preferred to refer the Item to the Council, it could probably be presented to
the Council in January 2014.
He mentioned that David Taussig and
Associates and Staff could present the Nexus Study to the Council or return
to the Committee. If the Nexus Study returned to the Committee, then Staff
needed to implement a faster track. The final study was to be presented to
the Council for approval in April 2014. Next, Staff was going to discuss how
to incorporate DIFs into the proposed 2015 Budget process during the
Budget hearings in May 2014. DIFs were to be presented to the Council in
June 2014 and implemented in July.
Council Member Schmid expressed concern about the focus on the Capital
Needs List rather than on the elements of the nexus that were apparent in
Attachment A. A number of critical questions needed discussion. The
Council discussed that the assessment of four workers per 1,000 square feet
could be a misstatement. That assessment was a critical part of the nexus
study.
The study had a tremendous impact on parking structures,
roadways, and transportation.
Chair Burt asked to which study Council Member Schmid was referring.
Council Member Schmid commented that the Transportation Fee and Traffic
Impact Fee implied certain assumptions about development.
Vice Mayor Shepherd believed Council Member Schmid was referring to a
study to change the assessment of four workers per 1,000 square foot.
Council Member Schmid referenced the Planning Director's statement in
January 2013 that the City needed to update the Traffic and Parking Study
because the numbers were outdated.
Chair Burt was unclear to which study he was referring as the Planning
Director's statement was a specific study in a specific timeframe. He agreed
there was an issue. He understood the City historically framed Impact Fees
as dollars per square foot. The Council was not sure that was the correct
metric. If the Council implemented a Business License Tax linked to number
of employees, then businesses with differing employees per square foot
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needed to pay the same amount per square foot but would suffer radically
different impacts.
Council Member Schmid reported the table contained four or five
assumptions about things that had tremendous impacts on the nexus. He
asked when the Council would have an opportunity to discuss that within the
timeline.
Mr. Nate Perez requested updated demographics from the Planning
Department three times. He mentioned that the demographics would be
front and center in the Nexus Study. He had competing demographic data
sources, which he vetted and adjusted to reflect Council Member Schmid's
concerns. He noted that he could provide a review of demographics as well.
Council Member Schmid expressed an interest in an actual number and a
methodology to vet that number.
Mr. Lalo Perez noted DTA recommended updating the Citywide
Transportation Fee. He inquired whether Council Member Schmid's concern
would be part of the Nexus Study review, even though Staff did not propose
updating all fees.
Mr. Nate Perez indicated Council Member Schmid was concerned that
utilizing the existing Transportation Fee Study with new demographics would
result in a different fee without changing the improvements.
Council
Member Schmid was asking DTA to review both the improvements and the
demographics.
Council Member Schmid inquired whether that would be part of the March
2014 presentation to the Council.
Mr. Lalo Perez indicated that was the Committee's decision. The intent of
the timeline was to update the Capital Needs List as soon as possible to be
able to collect fees from projects creating incremental impacts.
The
Committee was able to direct Staff with respect to a different timeline.
Council Member Schmid was concerned that the information would be
overshadowed by the proposed Budget.
Chair Burt concurred that there was an issue. He asked if the Nexus Study
could be presented to the Committee before the Council.
Mr. Lalo Perez indicated Staff could present it to the Committee prior to the
Council.
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Chair Burt wanted the Committee to review the Nexus Study without
delaying the timeline.
Mr. Lalo Perez needed to ensure Staff could meet the timeline and would
notify the Committee in the January 2014 update.
Mr. Nate Perez noted that providing a Capital Needs List before the Nexus
Study seemed bizarre.
Chair Burt expressed concern with respect to new residents versus
commercial space and employees. He was not able to recall whether certain
fees were apportioned. Public Safety and Transportation Fees were able to
be fully apportioned to new employees. He thought new employees living
outside Palo Alto would probably not utilize parks, community centers, and
libraries as much as residents. Utilizing the same ratio between Residential
and Commercial Fees most likely did not apply equally for each category.
Mr. Nate Perez concurred that the same ratio did not always apply equally.
Vice Mayor Shepherd asked if Staff recommended the Committee to approve
the Capital Needs List.
Mr. Lalo Perez answered yes.
Vice Mayor Shepherd felt the Item should be presented to the Council on the
Consent Calendar to make the Council aware of the Capital Needs List and
its contents. She asked if the Capital Needs List would be final when it was
presented to the Council.
Mr. Lalo Perez reported the Capital Needs List would be final once the
Council approved it.
Vice Mayor Shepherd inquired whether projects could be added to the
Capital Needs List once the Council approved it.
Mr. Lalo Perez believed the timeline would be delayed if projects were added
to the Capital Needs List.
Chair Burt noted the Staff recommendation implied it would be presented to
the Council.
Vice Mayor Shepherd asked if Staff wanted to present the Item to the
Council as an Action Item.
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Mr. Lalo Perez indicated that was the Committee's decision. If it was a
Consent Item, the Council could provide Staff with comments or remove it
from Consent Calendar.
Chair Burt explained that if the Committee voted unanimously, the Item
would be placed on the Consent Calendar; although, the Mayor and City
Manager were able to move it to an Action Item.
Council Member Schmid felt the Item was too important for the Consent
Calendar and that the Council needed to review the list to prepare for the
Nexus Study.
MOTION:
Council Member Schmid moved, seconded by Vice Mayor
Shepherd to recommend the City Council approve, on the Action Agenda,
the Development Impact Fee Capital Needs List.
Vice Mayor Shepherd suggested the Staff Report to the Council feature the
proposed new fees.
Chair Burt referenced the fact that the City had not charged fees for major
remodels. The definition of major remodel was revised a few years ago. He
wished to have a valid distinction made for remodeling.
Vice Mayor Shepherd understood an Impact Fee applied to a new family
building a new place to live in Palo Alto.
Chair Burt indicated that was not a definition, but it was useful for
discussion. He noted the comparisons to other cities did not include a
percentage of the value of the constructed property. That was a better
indication of whether fees were at or below the mean. He inquired whether
that metric would be appropriate for comparing fees.
Mr. Nate Perez added that he could utilize the appraised value to provide
that information.
MOTION PASSED: 4-0
3a.

(Formerly Agenda Item Number 1) Audit of Contract Oversight:
Trenching and the Installation of Electric Substructure.

Houman Boussina, Acting City Auditor reviewed the Utilities Department's
$1.9 million contract with Casey Construction to determine if the Utilities
Department effectively managed its contract in accordance with contract
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terms, the Municipal Code, and relevant policies and procedures.
Contracting was an important area that could be high risk if adequate
controls were not implemented for all phases of the procurement process.
The audit found the City did not appropriately award the contract to Casey
Construction because the Utilities Department and the Administrative
Services Department (ASD) did not effectively address a significant variance
between the City's estimated cost and the selected contractor's flawed bid,
which may have resulted in additional costs of approximately $281,000. In
the estimate it was assumed that another contractor would have performed
a similar amount of work during the given period of time. While the City
awarded the contract to the lowest bidder, it did not award the contract to
the lowest responsible and responsive bidder, as defined by the Municipal
Code. The Auditor did not feel Staff accurately communicated to the Council
why Casey's Construction bid was significantly lower than other submitted
bids, including being lower than the City's estimate. Staff attributed the
difference between its estimate of contract costs and Casey's Construction
bid to be a lack of demand for construction projects. After the City opened
bids, Casey Construction realized it made a mistake in the bid. Casey
Construction initially wished to retract its bid and was willing to forfeit a
$71,000 bid bond. According to Casey Construction, City Staff gave Casey
Construction assurance to proceed with the contract by indicating that Casey
Construction could utilize optional time-and-material line items. Casey
Construction billed the City primarily utilizing those optional bid line items.
The primary bid line items were lump-sum or unit-priced items and were
intended to be the main method for pricing all work under the contract. The
contract was not appropriately reevaluated or renewed. In 2009 the Utilities
Department and ASD entered into a one-year contract for $652,000. The
City paid Casey Construction approximately $1.9 million during the threeyear period of August 2009 through August 2012, including approximately
$1.7 million without a valid contract. The City did not formally execute a
new contract document for each extension year as required by the contract.
There was no evidence that Staff had formally assessed the performance or
the contract compliance of Casey Construction. The Utilities Department did
not enforce contract billing terms that were the basis for awarding the
contract to Casey Construction and the Auditor found significant variances
between contract estimates and actual costs. Only 19 percent, or $365,000
of $1.9 million was based on the contract's primary bid line items; 74
percent of contract billings was based on the contract's optional bid line
items. Staff authorized payment of invoices even though these line items
were not intended to be the main method of pricing work. Additionally, Staff
authorized payment of seven percent of contract charges for items not
identified by any line item in the contract. The Utilities Department did not
appropriately manage the contract to ensure the City's projects were
completed in accordance with plans and cost estimates. There was no
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documentation showing quotes were reasonable and consistent with contract
terms that were appropriately approved. The Utilities Department's Staff
reviewed invoices but the review process did not ensure compliance with
contract terms. The Utilities Department did not maintain documentation
indicating the billings were consistent with quotes. The Utilities Department
did not maintain documentation indicating projects were appropriately
inspected and closed out, evidencing approval and completion of planned
work.
The audit had six recommendations addressed to the Utilities
Department and/or ASD. Most recommendations called for implementation
of policies and procedures to correct deficiencies noted.
James Keene, City Manager suggested the Finance Committee (Committee)
first ask questions of the Auditor.
Chair Burt requested Staff respond to the Auditor's findings and then the
Committee would question both the Auditor and Staff.
Lalo Perez, Director of Administrative Services and Chief Financial Officer
accepted the recommendations and said formalizing recommendations into
policies and procedures were appropriate. In accepting proposals, there was
a great deal of complexity. Vendor's pricing methods were cyclical and there
was a large difference between the lowest bidder and the second lowest
bidder. During the time period the contract was awarded, the economy
declined and Staff reported bids were 20 to 30 percent lower than Staff
estimates. He said the magnitude of the difference between the lowest and
second lowest bids was not an issue and an admission of error was a
concern that needed to be discussed and resolved. One problem was that
ASD did not document discussions with Casey Construction. It was resolved
that Casey Construction would honor the bid, which was stated in a memo
from Casey Construction. Additional information surfaced regarding the
implementation of time and material usage; however, he needed to review
the information and determine when that occurred. He felt ASD should have
followed up with the Utilities Department. Typically ASD turned the contract
over to the Utilities Department for management once the bid was awarded.
He agreed with the Auditor's recommendation on that point.
Valerie Fong, Utilities Director reported that the Casey Construction contract
was unusual in that it was dependent on services, and actual work
performed was not defined in advance. The Utilities Department Staff
reviewed other existing contracts and did not find the same procedural gaps.
The Utilities Department Staff established new processes for checks and
balances to manage requests for work from customers, contractor estimates,
contractor performances, and contractor invoicing. In addition, the Utilities
Department centralized retention of documents and was increasing Staff. In
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addition, she met with engineering and operations Staff to impress upon
them the importance of contract management. Employee training was
implemented with respect to Requests for Proposals (RFP) and project
management.
Mr. Keene agreed that the issues were due to awarding and managing
contracts. ASD acknowledged that additional elements needed review. He
thought this was more of an issue of contract management than contract
award. The Auditor's Office indicated a preference for the Purchasing
Department within the Utilities Department to exercise more control over the
award. The environment for contracts in 2009 and 2010 was unique
because of the economy. The Auditor's Office indulged in possibilities of
alternatives without basing those alternatives on fact. Staff was not able to
refute those possibilities because they did not follow an appropriate
accountable process. Staff also failed to manage and document the contract
because the contract was awarded on one-time basis and implemented on
another basis, which was inexcusable.
Council Member Berman felt Staff needed a policy such that when the lowest
bid was a certain percentage below the second lowest bid, it was reviewed
more closely. If a bidder did not have the expertise to submit an accurate
bid, then it did not have the expertise to perform the work.
Casey
Construction seemed to have problems understanding the project from the
beginning, which should have alerted Staff. Staff needed to be more candid
about information when asked by Council to approve a contract. He noted
Staff's response indicated Staff did review Casey's Construction
performance. However, the audit indicated there was no evidence of formal
assessment of performance or contract compliance. He inquired whether
Staff had any evidence of a review.
Ms. Fong relayed that Staff requested a great deal of work from the
contractor and they performed well.
Tom Ting, Electric Engineering Manager reported Staff most likely held a
verbal discussion of whether to renew the contract.
Council Member Berman asked if a contract performance review would be
written in the future.
Mr. Ting indicated the Utilities Department Staff would work with the
Purchasing Department to formalize a process to review a contractor and to
ensure they meet all expectations in the future.
Mr. Perez wanted to standardize the review process across the organization
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with a checklist and a requirement for documentation.
Chair Burt requested an explanation of the contract renewal process.
Mr. Ting did not have any documentation of the process and discussions.
Chair Burt asked the amount of the contract renewal.
Mr. Ting stated the total contract amount was $1.9 million. The first year of
the contract amounted to $652,000, and the second year was approximately
the same amount.
Chair Burt calculated a renewal amount of approximately $1.3 million.
Mr. Keene added that the contract was paid over a two year period.
Chair Burt inquired about the length of time Staff investigated the contract.
Ms. Fong indicated the audit was conducted over the past few months.
Chair Burt asked if the problem was brought to the Utilities Department's
attention in that same timeframe.
Ms. Fong answered yes.
Chair Burt wanted to understand how the review was performed.
Ms. Fong reported the difficulty was that the Utilities Department Staff
involved with the contract had retired or left the City's employ. The Utilities
Department Staff contacted former employees, who recalled that a second
invitation for bid (IFB) was developed but not issued because of contract
terms.
Vice Mayor Shepherd asked if Staff had any documentation.
Mr. Perez explained that the purchase request became the purchase order
because the contract was approved by the Council.
Vice Mayor Shepherd inquired whether auditors were able to review the
documents.
Mr. Boussina reported that the auditors did not find evidence that there was
an effort to formally renew the contract at the anniversary dates.
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Vice Mayor Shepherd asked if City files contained any documents.
David Ramberg, Assistant Director of Administrative Services Department
said once a department selected a bidder, then they entered a purchase
requisition into the Systems, and Applications, Products and Data Processing
(SAP). The requisition then moved to the Purchasing Department’s work
queue, where the Purchasing Department turned the purchase requisition
into a purchase order. The purchase order affected the renewal of the
contract. Next, the purchase order was printed and placed in the contract
file. The Casey Construction contract file included the City Manager Report
(CMR), all bid documents leading to the selection of Casey Construction, and
renewal documents. The Purchasing Department did not complete a request
for a refresh of the bond certificate. Other SAP transactions were completed
to produce the purchase order, which effected renewal of the contract based
on the Council’s authority for three years. The process usually occurred
prior to the anniversary of the contract. The months of May and June were
extremely busy for Staff in processing these types of documents because
many contracts were renewed at the end of the fiscal year.
Chair Burt noted that Staff suggested the problem occurred because of some
Staff leaving the City's employ; while news reports indicated new employees
were the cause of that problem. He requested clarification of that point.
Ms. Fong said the engineering person who retired recalled drafting an IFB to
rebid the contract and the agreement to honor the original bid. New Staff
managed the contract. The Utilities Department continued to have Staff
turnover.
Chair Burt asked who handled the contract renewal.
Mr. Ting stated the current Contract Manager was employed at the time of
the renewal. The engineering manager who helped the Contract Manager
retired.
Chair Burt reiterated that the Contract Manager remained employed with the
City while the Engineering Manager who supervised the Contract Manager
retired.
Ms. Fong added that Staff on the operations side of the Utilities Department
also had some lapses.
Chair Burt inquired whether the project manager knew how the contract was
renewed.
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Mr. Ting said yes and that Staff typically did not have a single meeting to
discuss a contract. Engineering Staff discussed contractors with operations
Staff throughout the year to determine if the contractor was performing and
if Staff wished to renew a contract.
Chair Burt noted the contractor's quality of performance was good. Staff did
not provide an explanation of the decision to move from a fixed-price
contract on a project with an undefined scope of work to a time-andmaterials contract.
Council Member Berman remarked that the Staff response indicated fixed
cost items were utilized during the first six months of the contract. When
that method of invoicing became difficult, Staff decided to change to timeand-materials pricing. He recalled a statement that the City used fixed cost
and time and materials; he asked if utilizing fixed costs was difficult.
Mr. Ting indicated the prior contract was a time-and-materials contract. As
mentioned in the audit, it was difficult to keep a contractor motivated to
work on a time-and-materials contract. Staff attempted to utilize a fixed
price by developing bid items to define generic types of work. He thought
the contract would price out many of the bid items. In most cases the
contractor priced work as if the work was in a green field installation,
meaning there were no other utilities. In a typical project the contractor had
a defined scope of work and they priced the work out.
The Casey
Construction contract was meant to be used as a blanket contract for any
project involving customer service, the Capital Improvement Program (CIP),
or for emergency and maintenance work.
Engineering and Operation
Managers were able to call the contractor for a price estimate for some type
of work. The difficulty was having Staff request a contractor to provide a
price for work performed in different situations.
Under the Casey
Construction contract and the circumstances, Staff negotiated time-andmaterials prices for additional work with Casey Construction.
Chair Burt wanted to know the process for renewing the contract and how
the nature changed.
Vice Mayor Shepherd wanted to know when the nature changed.
Council Member Berman noted the basis changed apparently six months into
the contract.
Mr. Keene stated the six-month statement was uncertain.
Chair Burt asked when the basis changed.
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Mr. Ting reported the basis changed prior to the renewal, during the first
year of the contract. As Staff worked with the contractor, they had issues
working with fixed bid items.
Ms. Fong indicated those difficulties prompted the former engineering
manager to reissue an IFB on a time-and-materials basis. At that point, she
understood the contractor agreed to honor its original bid.
Council Member Schmid inquired about ASD's involvement in the contract
renewal; they wanted to know what happened once the basis changed.
Mr. Perez explained that in the current process ASD was not involved in
contract renewal unless an issue arose.
Council Member Schmid asked if ASD was aware of the change in the
contract.
Mr. Perez stated ASD was not informed that there were issues with the
contract.
Mr. Ting remarked that it was the Utilities Department's responsibility to
return to a bid. Time-and-materials pricing was an option within the initial
bid. In hindsight, the Utilities Department needed to bid on the contract on
a time-and-materials basis.
Mr. Keene reported the Utilities Department acknowledged that someone
made a determination not to perform under the conditions of the bid award
and to change to a time-and-materials contract. Staff did not comply with
the terms of the bid, and the Auditor's point was legitimate. When there
were opportunities at renewal to clarify the point, it did not happen.
Ms. Fong added that Staff replaced the contract with a time-and-materials
contract.
Council Member Schmid noted a bid line contract was not a fixed contract.
The contractor performed a unit of work, but in any project the unit of work
was going to be different. Therefore, a bid line contract had flexibility.
Mr. Boussina concurred and said the contract specifically contained unitpriced line items.
Unit price contracts are a variation of fixed price
contracts. The contract was not a fixed price contract in the sense that
there would be a total cost for an entire project.
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Chair Burt asked if the bid line contract was a formula for billing the City.
Council Member Schmid inquired whether the contract had flexibility
throughout the term of the project.
Mr. Boussina replied yes. The contract accounted for the different types of
work. There were many different types of unit prices and many bid line
items. Many of these items were unit-price or fixed-price line items because
the contract attempted to cover many different types of work.
Council Member Schmid asked if the estimated loss of $281,000 accounted
for variations in the project.
Mr. Boussina reported the estimated $281,000 assumed that the next bidder
would have billed the City in the same way and would have performed the
same amount of work in the same period of time. That was the best
estimate the Auditor could determine. If the documentation was available,
then it would allow the Auditor to redirect all billing performed to
retrospectively estimate the cost using unit price line items and the Auditor
would be able to provide that data to the Committee.
Vice Mayor Shepherd said Staff was trying a new system in an effort to
control costs and believed it was typical for the City to have an engineer's
estimate. She asked if the contract was the first one between the City and
Casey Construction.
Ms. Fong indicated the City had other contracts with Casey Construction.
Vice Mayor Shepherd was unsure whether Staff made a decision not to
utilize time-and-materials billings. She inquired about the City's job file and
whether inspectors signed off on invoices.
Mr. Perez explained that Staff had two steps for contracts.
Mr. Ting clarified that the document Vice Mayor Shepherd had was not an
invoice; it was an estimate from the contractor. Staff provided a contractor
with a scope of work and requested an estimate for the work.
Vice Mayor Shepherd did not believe a quote was needed under a contract,
and asked how a quote became involved.
Mr. Ting reported the contract was not typical because there was not a fixed
scope of work. The contract was used for several different projects as they
arose.
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Vice Mayor Shepherd noted the report did not contain a copy of the contract.
Chair Burt asked if Staff received a quote for each project based upon the
formula in the bid, even if the contract was properly handled under the bid
line scenario.
Ms. Fong responded yes. If Staff had a better defined list of bid items, they
could have used the bid items in that way.
Chair Burt inquired whether the contractor would have provided a quote for
each project.
Vice Mayor Shepherd added that a contract had phases and dates.
Chair Burt explained that Staff provided the volume of work and said the
contactor bid was based on a metric system as a means of rating. The
quote needed to be articulated in a way that was consistent with the fixed
bid. He asked if his explanation was accurate.
Mr. Boussina answered yes and said he understood that projects were not
defined at the beginning of the contract. He added that the contract
specified a process of submitting quotes and receiving approval.
Vice Mayor Shepherd inquired whether Staff had an invoice to match the
quote. She also asked if Staff received invoices prior to issuing payment.
Mr. Boussina responded yes and said finding four indicated the Auditor was
not able to match the work performed with approved quotes and added that
a much higher level of detailed controls was needed, especially for a timeand-materials contract.
David Yuan, Contract Manager for Utilities reported that a sample bill
reflected the work order, the street address of the work, the time cards of
contractor employees, and the billing hours charged.
Throughout the
contract, Staff received more than 200 work orders. Staff had documents
and time cards for each work order.
Mr. Ting explained that each engineer utilizing the contract had their own job
file and each estimator could have his own job file. Staff changed the
process such that the Contract Manager would have one centralized file.
Mr. Perez indicated that the Utilities Department deemed an invoice ready
for payment and entered it into SAP. SAP determined whether the contract
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was valid and whether funds were available to pay the invoice; then Staff
paid the invoice.
Vice Mayor Shepherd felt Staff should have a quote for each invoice.
Mr. Perez stated that the accounts payable division did not have a copy of
the contract. The Utilities Department and ASD each needed a copy of the
contract. He expected the Utilities Department to determine whether the
invoice complied with the contract and was ready for payment.
Vice Mayor Shepherd felt it was important for the Utilities Department to
approve the invoice.
Mr. Yuan added that the IFB contained 69 line items. Forty-three line items
were fixed price, and the remaining 26 line items were time and materials.
It was a hybrid contract.
Chair Burt inquired whether the fixed bid line items totaled 90 percent of the
dollar amount.
Mr. Boussina answered yes.
Mr. Yuan explained that the contract allowed for both fixed and time-andmaterials items.
Chair Burt requested that the Auditor explain his contention regarding the 90
percent of funds being paid for with fixed bid line items, even though the
number of line items was 70 percent.
Mr. Boussina reported the IFB document clearly stated bid items 1-43 were
the primary method of pricing all work as a result of the bid. The bid was
constructed with estimates in terms of linear foot and how much work the
City wanted. The estimates for fixed price line items were multiplied by the
bid submitted.
Mr. Keene asked if he meant for all bidders.
Mr. Boussina replied yes. He stated that time-and-materials line items
based on one hour resulted in a minimal effect on the total amount of the
bid.
Chair Burt inquired whether 90 percent of bid funds were expended for fixed
line bids, even though 30 percent of the line items were time-and-materials
bids.
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Mr. Ting noted the time-and-materials items were meant to enhance fixed
line items.
Chair Burt did not believe the percentage of line items related to time and
materials was relevant. From a dollar standpoint, 90 percent of funds paid
for fixed line items. The contract estimated the number of total feet for the
year. If the estimation of feet was different, then the amount charged
increased or decreased. The original Staff cost estimate was $1 million, and
$800,000 was the amount presented to the Council. He asked what caused
the estimate to change because he suspected the change in the estimated
cost was related to the estimated amount of work, as opposed to the dollars
per metric.
Mr. Ting explained that the original $1 million estimate was based on
historical expenditures. Between releasing the bid and preparing the CMR
for the Council, there was a change in the amount of work.
Mr. Perez reported Staff should have told the Council the contract was bid at
$1 million, but Staff expected to expend only $800,000 based on activity.
Ms. Fong recalled Staff instituted different contract management practices
wherein anyone who requested payment had to double check the invoice
against the contract.
Mr. Ting indicated the Utilities Department Staff worked with engineers to
ensure they were familiar with contracts, bid items, and time-and-material
items. When engineers requested an estimate from the contractor, they
checked it against the contract for accuracy. The City now paid the actual
cost of doing the work.
Vice Mayor Shepherd inquired whether Staff audited current contracts and
whether any contracts were noncompliant in accordance to the manner they
were presented to the Council for approval.
Mr. Ting answered no.
Chair Burt asked if Staff reviewed current contracts.
Mr. Ting replied yes, Staff began to review all projects.
Vice Mayor Shepherd asked if all contracts were compliant with CMRs.
Mr. Keene asked if Vice Mayor Shepherd was referring to all Utilities
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contracts approved by the Council.
Vice Mayor Shepherd noted the Council approved a CMR with a contract, and
inquired about the number of active contracts.
Ms. Fong reported Utilities had approximately 200 active contracts.
Chair Burt stated the Casey Construction contract was an irregularity; he
asked how many other fixed-line bid contracts were in existence and
whether Staff reviewed them.
Mr. Yuan indicated the Casey Construction contract was the only fixed line
bid contract with a time-and-materials option.
Vice Mayor Shepherd explained that typically all contractors had a time-andmaterials item at the bottom of fixed-bid contracts to capture miscellaneous
items. She wondered whether Staff reviewed all active contracts and
determined that contracts functioned in the manner they were presented to
the Council for approval through the CMR process.
Mr. Yuan remarked that Staff reviewed all construction contracts, not all
contracts.
Ms. Fong added that the Utilities Department also had commodities contracts
and energy efficiency contracts.
Mr. Keene explained that the Casey Construction contract was bid as a fixedbid contract. The audit and Staff's response made it clear that the contract
was not executed as a fixed-bid contract. The contract was paid as a timeand-materials contract over a three-year period for a total of approximately
$1.9 million. The initial question was whether the change to a time-andmaterials contract was fair to other bidders. The second question was
whether the City received real value and whether the contractor delivered on
the work performed.
Council Member Berman referenced the handwritten note, “ok to pay,” on
the invoice provided as a sample and inquired about the process for
determining whether the invoice was acceptable and whether there was
documentation to support that acceptance.
Mr. Ting reported that the engineer project manager received the invoice,
checked it against the scope of work, and reviewed it with operations. The
operations supervisor ensured that the work was performed and that
inspectors checked the work and the invoice against contractor time cards.
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The Operations Department signed off on it and returned it to engineering to
review the invoice against the scope of work and the quote.
Council Member Berman asked if Staff had a paper trail of those steps.
Mr. Ting indicated operations had a paper trail and engineering had another.
The Utilities Department did not have a central location for all drawings,
scopes of works, estimates, and invoices at that time.
Vice Mayor Shepherd asked if Staff now had paperwork to support each line
item in an invoice.
Mr. Ting stated the invoice should have the service order attached to it. The
service order package needed to have associated drawings and the scope of
work attached to it.
Council Member Schmid asked if the projects were all development projects.
Mr. Ting reported the majority were customer service projects.
projects involved maintenance and CIP projects.

Other

Council Member Schmid indicated a good number of projects were paid by
developers who had the option of performing the work themselves or having
the City perform it. Developers placed confidence in the City to operate at
an efficient and effective level.
Chair Burt recalled that prior to the financial crisis, the City had a consistent
pattern of receiving bids higher than City estimates. After the financial crisis
began, the pattern changed to bids being significantly lower than City
estimates. The Council discussed whether to take advantage of the lower
bids in order to accelerate projects. A very low bid was a cause for further
scrutiny to ensure contractors did not make up the low bid over the course
of the contract. He asked how the City lost approximately $281,000, when
the bid was so much lower than other bids.
Mr. Boussina explained Casey Construction admitted they made a mistake in
the bid.
Vice Mayor Shepherd understood the timing of the Casey Construction
admission bid was different.
Mr. Perez clarified that Casey Construction made the admission prior to the
contract being awarded.
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Mr. Keene asked if Staff knew why Casey Construction made the admission.
Mr. Boussina stated that notes indicated Casey Construction misunderstood
certain line items. In one instance, Casey Construction thought the City was
building a parking lot; the bid was below estimates because of certain line
items.
Mr. Keene inquired whether Casey Construction had knowledge of the other
bids when it made the admission.
Mr. Boussina presumed Casey Construction did not because they learned
that they made a mistake when the bids were opened and their bid was
significantly less than other bids.
Mr. Keene needed to know how Casey's Construction was informed to think
they made a mistake and how that determined whether Staff should have
rejected the bid.
Chair Burt requested an explanation of the additional cost of $281,000 once
Casey Construction agreed to honor its bid.
Mr. Boussina explained that the analysis was retrospective, meaning they
used line items that Casey Construction chose to bill the City with because
they billed the City using line items that were more expensive than the
second lowest bidder. Casey Construction was minimal in using, or did not
use line items that were significantly below the second bidder.
Mr. Keene took issue with this part of the audit because it involved
estimation. The analysis presumed that the second bidder would have
remained static in the same environment. He said the second bidder could
have utilized different pricing if they had won the bid.
Chair Burt inquired whether Casey's Construction bid could have resulted in
up to $281,000, as the Auditor did not know what the other bidders would
have invoiced.
Mr. Boussina agreed and said if Casey Construction had billed the City based
on unit price items, the result would have been different. The $281,000 was
the best estimate he could provide given the available information.
Council Member Schmid inquired whether the Committee was ready to
proceed to suggested actions.
Vice Mayor Shepherd asked if the Committee should discuss each finding.
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Chair Burt responded yes.
Vice Mayor Shepherd asked if the Committee would then discuss the City
Manager's Action Plan.
Chair Burt inquired about the best way to discuss those topics.
Mr. Boussina said the narrative response contained a great deal of
background information.
Council Member Berman inquired about the process for follow-up discussion
regarding implementation of the City Manager’s Action Plan.
Chair Burt explained that typically the Committee only discussed items that
either the Auditor or the Committee had specific issues with.
Mr. Perez discussed Finding 1.1, which says: “Auditor Recommendation:
The Utilities Department and ASD should implement policies and procedures
to appropriately address significant variances between City estimates and
contractor bids before awarding contracts, in order to ensure staff awards
contracts to the lowest responsible and responsive bidder, as required by the
Municipal Code. City Manager’s Action Plan: When there are significant
differences between the lowest bid and staff estimates or other bids, City
Staff will set up a meeting with the lowest bidder to ensure that its bid is
correct, that it can perform the work as described, and to ensure compliance
with Municipal Code 2.30.440. Staff will document this discussion with the
bidder to include: 1) date of the meeting; 2) attendees at the meeting; 3)
description of the questions related to the bidders' submittals; 4) summary
of the discussion; 5) staff and contractor agreement/resolution of questions;
and 6) next steps.” Staff was not aware of a specific percentage to utilize
when monitoring the difference between the lowest and second lowest bids.
He asked if the Auditor was aware of a standard percentage.
Mr. Boussina replied no.
charts.

He was aware of various procedures and flow

Mr. Perez said he would inquire further regarding a standard percentage.
Different rules applied for different types of contracts.
Council Member Berman requested clarification of that statement.
Mr. Perez planned on developing a standard and presenting Staff's actions to
the Committee. In construction contracts, a self-check mechanism was the
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ability to file a protest. The Municipal Code provided a process for protests
that led to the City Council.
Council Member Berman asked who filed a protest.
Mr. Perez responded other bidders. A protest had to be filed within seven
days with the Purchasing Manager, and the Purchasing Manager provided a
response. If bidders disagreed with the Purchasing Manager's response,
then the protest moved to him within ten days of the Purchasing Manager's
response. He then reviewed and responded to the protest. If bidders
disagreed with his response, then the protest was presented to the Council.
Council Member Berman did not recommend relying on the market to
determine the decision of a responsible bid.
Mr. Perez wanted to implement a formal process. In addition to the
proposed next steps, Staff was implementing an independent review by a
firm that specialized in best practices for purchasing. During the Budget
process, Staff eliminated funding for training programs regarding contract
project management.
Training needed to be reinstituted, and Staff
requested resources to implement those processes.
Council Member Schmid noted issues were raised with respect to bids in at
least three projects. Creating a standard was going to be difficult.
Mr. Perez added that contractors admitted to making mistakes in bids, and
those mistakes cost the contractors. The contractors hoped to make up the
loss on the next project.
Council Member Berman felt Casey Construction did not agree to accept a
loss on the contract.
Chair Burt was unsure whether the Committee heard the whole scenario.
Mr. Perez indicated Staff did not have documentation to demonstrate
whether or not Casey Construction agreed to accept a loss. Staff needed to
formalize steps for contractor discussions.
Council Member Schmid inquired whether ASD accepted responsibility for
Finding 1.
Mr. Perez answered yes.
Mr. Keene added that ASD would establish criteria to signal problems that
Page 33 of 39
Finance Committee Regular Meeting
Minutes 11/5/13

Attachment D

MINUTES
needed to be investigated to ensure the City received a responsible bid.
Mr. Perez reported Staff would establish a threshold for elevating concerns
to him, and then he would refer potential problems to the City Attorney or
the City Manager. That process was currently in place; however, it was not
a formal process.
Vice Mayor Shepherd discussed Finding 1.2, “Auditor Recommendation: The
Utilities Department and ASD should ensure the accuracy of key information
stated in staff reports submitted to City Council, including those which
request authorization for the award of contracts. City Manager’s Action
Plan: The Utilities Department prepares the staff report based on the most
current information that is available including notation of any changes of
staff estimates.
ASD reviews staff reports requesting award of Utility
contracts. As part of this review ASD validates the summary of solicitation
information. ASD will continue to perform this function and will put an extra
emphasis as a result of this finding to match key figures in the solicitation
summary to the actual solicitation documents.” Having the engineer's
estimate, bids and Staff comments were useful to the Council in discussing
the awarding of bids. She inquired whether Staff routinely provided that
information to the Council.
Mr. Perez reported Staff's goal was to provide all information to the Council.
At times information was omitted because of Staff turnover or lack of
training. The key was to emphasize that detail in training.
Vice Mayor Shepherd suggested Council Members request the information if
it was not provided.
Ms. Fong noted that the City Attorney Staff reviewed most
memoranda.
The City Manager read the information and
additional information, clarification, or revisions.
She also
information and requested clarification or revisions. Utilities Staff
be transparent.

of Staff's
requested
read the
wanted to

Council Member Schmid noted contracts were usually presented on the
Consent Calendar and inquired whether the Auditor was satisfied with the
Council's oversight of awarding contracts.
Chair Burt did not believe that was a fair question for the Auditor as it was a
policy decision. The Council made the decision whether to remove an Item
from the Consent Calendar.
Council Member Schmid asked the Auditor whether during the audit he was
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satisfied with the process of Council oversight.
Mr. Boussina was not able to comment on the Council's processes. It was
difficult for the Council to recognize all challenges and pitfalls of a contract.
In this particular audit, he felt the Staff Report was not accurate and
transparent in order to provide the Council with an opportunity to raise
concerns about the contract.
Molly Stump, City Attorney explained that City Attorney Staff was in the
queue to review all CMR’s with respect to legal issues, enforceability, and
compliance with laws. She did not wish to give the impression that the
Attorney's Office reviewed factual matters presented by a department. City
Attorney Staff relied on other Staff in the work process for review of certain
items.
Mr. Perez noted an online system directed CMR’s to the City Attorney for
review. Purchasing was not a mandatory reviewer. The departments
needed to designate Purchasing as part of the review of a contract.
Mr. Perez discussed Finding 1.3, “Auditor Recommendation: ASD should
prioritize implementing a system to electronically record and track vendor
bids as part of any future system implementation for ASD Purchasing. City
Manager’s Action Plan: Staff is in the early phase of reviewing online bid
options and will issue a request for proposal for such a service.” He agreed
with the Finding. The Chief Information Officer was a member of the Task
Force and identified additional tools for the bid process.
Vice Mayor Shepherd asked how Staff would reconcile the finding of a weak
Scope of Services.
Mr. Perez indicated that was a difficult challenge. For the most part, ASD
relied on technical experts to prepare the Scope of Service for a contract.
Mr. Perez discussed Finding 2.4, “Auditor Recommendation: The Utilities
Department and ASD should review existing policies, implement new
policies, and develop procedures to ensure the City’s contracts are
appropriately re‐evaluated and renewed in accordance with applicable
contract terms and the Municipal Code. City Manager’s Action Plan: Policies
and procedures will be reviewed, revised, and implemented to evaluate
contractor work every 12 months, at a minimum. This may include periodic
meetings with the contractor during the year to discuss issues with
performance, contract compliance, or invoicing. The evaluation criteria shall
include:
1) Performance; 2) Compliance with the contract; 3)
Responsiveness to work scheduling; 4) Accuracy of estimates; 5) Accuracy
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of invoicing; and 6) Responsiveness to City issues. ASD staff will create a
contract monitoring checklist to aid in regular contract administration. The
checklist will prompt for review of contract terms, contractor deliverables,
project milestones, payments, and overall performance. The information
collected via the checklist will aid in performance review when contract
renewal is sought.” Staff said they would create a monitoring checklist and
sets of criteria for contracts.
Council Member Berman recommended Staff emphasize contract
compliance. He noted that the contractor's performance may have been
good; however, the contract was obsolete at the moment the basis changed
to time and materials. The contract did not need to be renewed because it
was not the contract approved by the Council.
Performance did not
overshadow contract compliance.
Ms. Fong said she would more closely monitor compliance.
Chair Burt inquired whether that was adequately captured in the Action Plan.
Mr. Perez said he could expand the definition of Contract Compliance.
Mr. Keene explained that Staff would return to the Committee to provide an
update regarding implementation of the Action Plan.
There were
opportunities for additional follow-up discussions.
Mr. Perez reported that this step would accomplish the accountability
process.
Ms. Fong discussed Finding 3.5, “Auditor Recommendation: The Utilities
Department should work with ASD to review existing contract performance
management policies and develop procedures to ensure staff appropriately
administers the City’s contracts. Procedures should address the following
areas: 1) Monitoring of contractor billings to ensure, 2) accuracy and
compliance with contract terms, and 3) Ensuring contracts are appropriately
and timely modified, if required. City Manager’s Action Plan: Utilities staff is
formalizing the process by which work is requested of the contractor,
approved, inspected, reviewed for completion, and invoices reviewed and
approved for payment including:
1) Roles and Responsibilities for
Substructure Contract; and 2) Flow Chart Diagram. Utilities is in the process
of hiring a Coordinator Utilities Project to assist Engineering in administrating
contracts, verifying invoices and processing payments. Utilities will be
requesting similar positions in Operations and Customer Support Services in
the 2014 mid‐year budget. Utilities will also develop a tracking mechanism
to monitor contractor work, reconcile invoices, and verify payments which
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includes: 1) Service Order number; 2) Scope of work and link to project as‐
built drawings; 3) Contractor work estimates; 4) Project change orders and
explanations; 5) Invoices and payments; 6) Explanations for estimate/actual
cost variances; 7) Name of project engineer; 8) Name of project inspector;
9) Name of contractor crew foreman; 10) Comments on project issues or
contractor; and 11) Performance. ASD will conduct a review of the entire
purchasing process citywide to review current best practices and lay out a
plan for improvement to align with current best practices where needed.
This review may include a third party. The departments will collaborate to
bring contract management training to appropriate staff. This training will
be rolled out to all departments.” She also discussed Finding 4.6 “Auditor
Recommendation: The Utilities Department should work with ASD to review
existing contract performance management policies and develop procedures
to ensure staff appropriately administers the City’s contracts. Procedures
should address the following areas: 1) Roles and responsibilities for the
Contract Administrator and any additional training requirements for staff; 2)
Monitoring of contractor performance; 3) Ensuring payments are made only
for services and materials included in the contract scope; and 4) Ensuring
there is an adequate process and documentation to show planned work has
been completed. City Manager’s Action Plan: Recommendation 5 & 6 are
similar. See response to recommendation 5.” She did not believe the
Auditor took issue with some of the proposed steps. Utilities Staff was
formalizing a process and determining the roles and responsibilities with
respect to implementation of contract terms. She was in the process of
hiring a Contract Utilities Administrator, identifying contract administration
positions in operations and customer support service areas and developing
better tracking mechanisms to monitor contractor work.
She was
developing procedures to explain cost variances and to document
discussions with contractors.
Council Member Schmid asked if Staff would have a centralized file for
records.
Ms. Fong reported Utilities Staff would maintain complete files for projects
and the Purchasing Department would maintain invoices and payments.
Mr. Perez was reviewing the need for a resource to perform spot checks.
Staff was exploring the cost of additional controls and would provide a
recommendation.
Council Member Schmid inquired whether the City Manager could obtain
documents from departments to answer any questions he might have.
Mr. Perez wanted to ensure all departments maintained centralized files so
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that records were available.
should be retained in a file.

Training would teach Staff which documents

Council Member Schmid asked if ASD would be responsible for departments
reaching the same standards as those being implemented for the Utilities
Department.
Mr. Keene indicated the Task Force was designed to respond to problems
across the organization. Staff wanted an integrated online system that
would allow ASD to view Utilities files. Until a system was identified and
implemented, Staff would develop practices to routinize the channels and
connections.
Vice Mayor Shepherd was happy to see the changes. If systems and
operations worked smoothly, the time between approval and payment of
invoices was expected to be short. She inquired whether the Purchasing
Department would have the authority to return invoices to departments.
Mr. Perez answered no.
The Purchasing Department did not have
information to determine whether an invoice was appropriate for payment.
Ms. Fong reported the Utilities Department would have the responsibility of
ensuring invoices were accurate.
Vice Mayor Shepherd felt there was a needed to be a process for the
Purchasing Department to validate whether or not an invoice was accurate.
Mr. Perez indicated the Purchasing Department would not know if the invoice
complied with the contract terms.
Ms. Fong reiterated that Utilities was responsible for contract compliance.
Vice Mayor Shepherd asked if there was an initialing system to indicate an
invoice was approved and checked against the contract.
Ms. Fong replied yes.
Mr. Perez agreed that Purchasing could check for initialing.
Mr. Keene reported quality control was the department's responsibility.
Ms. Fong remarked that ASD had to rely on the experts for development of a
Scope of Service. Utilities Staff was improving with respect to development
of scopes of service.
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Mr. Keene did not want anyone with oversight responsibility to feel they
were disempowered from asking questions.
Staff expected to discuss
aspects of contracts, bids, invoices and such.
Mr. Perez indicated ASD had an oversight role and fulfilled it.
Vice Mayor Shepherd wanted invoices approved in such a manner that Staff
knew who approved it.
MOTION: Council Member Schmid moved, seconded by Chair Burt to
recommend the City Council accept the Contract Oversight Audit: Trenching
and Electric Substructure.
Chair Burt felt Staff's responses were significant. He said implementation of
those policies and procedures would provide better systems.
MOTION PASSED: 4-0
Future Meetings and Agendas
Lalo Perez, Director of Administrative Services and Chief Financial Officer
announced the next meeting was scheduled for November 19, 2013.
Agenda Items included the Comprehensive Annual Financial Report with the
external auditor, Status of the Capital Program at Year End and Adoption of
Changes to the Municipal Fee Schedule to Comply with Propositions 26 and
218. The Agenda for the December 3, 2013 meeting included the First
Quarterly Financial Results for 2014, results of the Palo Alto Street
Sweeping, and Cleaning Pilot Program. Tentative Agenda Items were the
Long Range Financial Forecast and the Inventory Management Audit.
ADJOURNMENT: Meeting adjourned at 10:50 P.M.
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USER FEE COST RECOVERY LEVEL POLICY
March 2015
BACKGROUND
The City provides a variety of services to the public which benefit the entire community or individual
residents or businesses. For certain services such as regulatory fees, arts and science classes, or
recreational activities, the City traditionally has recovered partially or fully the cost for providing these
services, which would have been otherwise paid from the General Fund.
Propositions 13, 218, and 26 have placed both substantive and procedural limits on cities’ ability to
impose fees and charges. Collectively these constitutional amendments provide safeguards against
taxes being imposed without a vote of the people.

POLICY STATEMENT
It is the policy of the City of Palo Alto to set Municipal Fees based on cost recovery levels in lieu of fully
subsidizing fee-related activities with General Fund dollars. The cost recovery levels are reflective of the
following policy statements.

1. Community-wide vs. Private Benefit: Funding services such as Police patrol services only
through taxpayer dollars is appropriate for services that benefit the entire community. When
the service or program provides a benefit to specific individuals or businesses such as the
issuance of building permits, it is expected that individuals or businesses receiving that benefit
pay for all of the cost of that service.
2. Service Recipient vs. Community Benefit: For regulated activities such as development
review and Police issued permits, it is appropriate that the service recipient such as an applicant
of a building permit or a Pushcart Vendor permit pay for the permit although the community at
large benefits from the regulation.
3. Consistency with City Goals and Policies: City policies and Council goals related to the
community’s quality of life are factors in setting cost recovery levels. For example, fee levels
can be set to promote healthy habits, facilitate environmental stewardship, or discourage
certain actions (e.g. false alarms).
4. Elasticity of Demand for Services: The level of cost recovery can affect the demand for
services. A higher level of cost recovery could ensure the City is providing services such as
recreational classes or summer camps for children and youth without over stimulating a market
with artificially low prices. Such low prices, which are a reflection of a high General Fund
subsidy, may result in huge waiting lists and attract participants from other cities; however,
high cost recovery levels could negatively impact the demand for such services from low
income individuals, special needs individuals, and seniors.
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5. Availability of Services from the Private Sector: High cost recovery levels are generally sought
in situations where the service is available from other sources in order to preserve taxpayer
funds for other General Fund funded City services. Conversely, services that are not available
from other sources and are typically delivered when residents experience an emergency basis
typically have low or zero cost recovery levels.
Based on these policy statements, the table below overlays certain cost recovery levels grouped in low
(0-30%), medium (30.1% to 70%), and high (70.1% to 100%) cost recovery percentage ranges. It is
important to note that these groupings provide policy guidance and are not absolute. Some policy
statements may weigh more heavily than others, which may result in a different cost recovery level
grouping for particular fees. For example, fees for recreational activities are expected to be set in
general at the medium cost recovery level. However, fees for recreational activities for which there is a
high demand may have a high cost recovery level due to high enrollment levels per class. It is important
to note that Municipal fees will be reviewed annually by the Finance Committee and subsequently by
the City Council as part of approval of the Municipal Fee Schedule.

Cost Recovery
Level Group
Low

Medium

High

Cost Recovery
Percentage Range
0% - 30%

30.1% - 70%

70.1% - 100%



Policy Considerations
No intended relationship between the amount paid and the
benefit received



Fee collection would not be cost effective and/or would
discourage compliance with regulatory requirements



No intent to limit the use of the service



Public at large benefits even if they are not the direct users
of the service



Affordability of service to low-income residents



Services which promote healthy activities and educational
enrichment to the community



Services having factors associated with the low and high
cost recovery levels
Individual users or participants receive most or all of the
benefit of the service




Other private or public sector alternatives provide the
service



The use of the service is specifically discouraged



The service is regulatory in nature
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Community Services Department
Class Cost Recovery Policy
The Community Services Department (CSD) offers a variety of programs within its
various divisions such as recreational activities, arts and sciences classes, and open
space interpretive programs. The following Class Cost Recovery Policy is to be used as
a guideline to establish cost recovery targets for fee-based classes and camps within the
divisions of Recreation & Golf, Arts & Sciences, and Open Space & Parks.
Included in CSD’s Strategic Plan is an initiative to “focus energy and (budgetary)
resources on sustaining and enhancing core services”. Through implementation of this
Class Cost Recovery Policy, the department aims to establish cost recovery levels while
providing core services and meeting the social needs of the community.

Policy
The policy takes into consideration: (1) minimum level of acceptable cost recovery, (2)
target level of cost recovery, and (3) fee setting considerations. Cost recovery levels are
inclusive of direct and indirect costs. Indirect costs include both department and City
overhead.
Although each program has set minimum and target cost recovery levels, other fee
setting considerations may factor into the pricing of registration fees. Fee setting
considerations may either increase or decrease fees and place cost recovery outside of
the minimum and target levels. These factors include, but are not limited to, market
rates, programs for those with special needs, new programs still being established, and
population served. However, within each of the three divisions offering fee-based
classes, the division-wide cost recovery should meet minimum cost recovery levels.
Once a program is determined to be within the purview of the Class Cost Recovery
Policy, program fees are to be established using the Class Cost Recovery Model and
adjusted as needed. The model is included in the pages to follow.
Each fee-based class or camp is placed in one of four Cost Recovery Groups. The
groups range from Community Benefit to Personal Benefit, representing opposite ends
of a cost recovery spectrum. Programs rated as Community Benefit will cost recover
less, while programs rated as Personal Benefit will cost recover more. This cost
structure is in line with the department’s mission statement: “Engaging individuals and
families to create a strong and healthy community, through parks, open space,
recreation, social service, arts, and sciences.”
The four Cost Recovery Groups are:
•
•
•
•

1

Group I:
Group II:
Group III:
Group IV:

Community Benefit
Majority Community Benefit
Equal Community Benefit and Personal Benefit
Majority Personal Benefit
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Division managers, along with input from program coordinators and supervisors,
determine the value of a class or camp for placement within one of the four groups.
Each group has a cost recovery range inclusive of a minimum cost recovery and a target
cost recovery level. This detail is reflected in pages to follow.
On an annual basis, programs are to be reviewed to ensure the established cost
recovery levels are met and adjustments made.

Recovered Costs
Direct costs are expenses incurred in correlation to a class being offered. These costs
would not be incurred if a class were not offered. Typical direct costs are instructor fees
and supplies and materials.
Department indirect costs cover overhead costs incurred by the department for
administrative support, program supervision, utilities, and some maintenance. Some of
these costs would probably be incurred regardless whether a class is offered or not.
City indirect costs encompass citywide overhead, administrative, and facility
maintenance costs. Some of these costs would probably be incurred regardless of
whether a class is offered or not.
Department indirect cost is estimated to be 15% of direct cost while both department and
City indirect costs are estimated to be 35% of direct cost. Theses estimates are subject
to change as programs are reviewed and to reflect changing overhead costs.

2
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Class Cost Recovery Model
This model is to be used by Program Coordinators, Supervisors, and Division Managers
to plan, evaluate program cost recovery, and determine expenses, revenues, and course
registration fees.

3
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Class Cost Recovery Guidelines
In conjunction with the Cost Recovery Model, the following guidelines are to be used to
place classes and camps into one of the four Cost Recovery Groups.
Process:
1)

Set a cost recovery range for each Cost Recovery Group, with minimum and
target recovery levels.
Evaluate and place each existing program in a Cost Recovery Group.
Determine guidelines to be used to place future new programming into a Cost
Recovery Group.

2)
3)

Parameters:
1) Apply to fee-based class and camp programs.
2) Generally, cost recovery for children’s programs will be less than adult programs.
3) Some programs may cost recover less than the minimum level. However, other
programs will need to make up for the difference.
4) Approximately 15% above Direct Costs covers Department Overhead, subject to
adjustment.
5) Approximately 35% above Direct Costs covers both Department and City Overhead,
subject to adjustment.
6) Other fee considerations should be taken into account, such as, but not limited to,
market pricing, competition from other service providers, new program being
established, and population served.
Cost Recovery Groups, Cost Recovery Minimum, and Cost Recovery Targets:
Group I: Community Benefit
•
•

Cost Recovery Minimum:
Cost Recovery Target:

Less than Direct Cost
Direct Cost

Group II: Majority Community benefit
•
•

Cost Recovery Minimum:
Cost Recovery Target:

Direct Cost
115% Direct Cost

Group III: Equal Community and Personal Benefit
•
•

Cost Recovery Minimum:
Cost Recovery Target:

115% Direct Cost
Up to 135% Direct Cost

Group IV: Majority Personal Benefit
•

•

4

Cost Recovery Minimum:
Cost Recovery Target:

135% Direct Cost
135% Direct Cost
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Characteristics of Community Benefit vs. Personal Benefit programs
The four Cost Recovery Groups represent a cost recovery “spectrum”. Programs
classified as being of Community Benefit will cost recover less than programs classified
as being of Personal Benefit.
Division managers, along with input from program coordinators and supervisors,
determine the value of a class or camp for placement within one of the four cost
recovery groups.
•
•
•
•

Group I:
Group II:
Group III:
Group IV:

Community Benefit
Majority Community Benefit
Equal Community Benefit and Personal Benefit
Majority Personal Benefit

Below are characteristics to define Community and Personal benefit, opposite ends of a
cost recovery “spectrum”. The opposite ends are represented by Group I and IV. As
most programs have aspects of both benefits, they are placed within the spectrum in
either Group II or III.

Community Benefit Characteristics

Personal Benefit Characteristics

Youth and Teen Development
Safety
Early Childhood Development
Environmental Stewardship
Fitness/Healthy Lifestyle for youth
Connecting / Involving People w/ Community
Service Back to Community
Encourages Volunteerism
Cultural Understanding
Cross-Generational Understanding
Unique Experiences not provided by other
organizations
Life Skills for Self Independence
Diversity of Experience
Community Policing – Public Involvement

Leisure Time Experiences
Financial Enhancement
Stress Reduction
Mental / Physical Health for adults
Professional Development
Competitive Sports for adults
Personal Enhancement
Weight Loss
Fitness for adults
Fashion/Beauty/Personal Enhancement
Classes already provided by other
organizations for adults
Life-Long Learning
Skill Building
Social Networking / Contacts for
personal gain

Sustaining our Resources
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