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Title
Public Hearing to Consider Adoption of Resolution to Amend Master Fee Resolution No. 12191 to Revise the
Community Development Department, Public Works Department, and Fire Department Fee Schedules.
 (Community Development)
Body
To: Honorable Mayor and Members of the City Council
From: John A. Russo, City Manager
Re: Adopt a Resolution to Amend Master Fee Resolution No. 12191 to Revise the Community Development
Department, Public Works Department, and Fire Department Fee Schedules
BACKGROUND
California cities are permitted by State law to  impose user fees for services and regulatory activities they
provide.  User fee activities are those services and functions the City provides to individuals who receive a
direct or personal material benefit from the services, while regulatory fees are those imposed to recover costs
associated with the City's power to govern certain activities such as development and construction.  Per State
law, fees may not exceed the estimated and reasonable cost of  providing the service or performing the
activity.  
The City of  Alameda contracted with NBS, Inc. to  conduct a detailed cost of  services study of  user fee
activities in the Community Development, Public Works and Fire Departments to ensure that fees are aligned
to the cost of providing the services. Industry best practices recommend cities perform a comprehensive cost
of service study every three to five years.  The last comprehensive fee study was conducted in 2006.
The primary goals and objectives of the study include:

·      Simplify the fee schedules to make them easier to implement and understand.
·      Ensure a connection between fees and the cost of services provided. Ensure the fees are logical and

defensible.
·      Provide revenue projections based on the full recovery of City costs plus the establishment of a Core

Staffing Level Fund equal to 90 days operating expenses for the Planning and Building Divisions.
·      Compare fee activities to  surrounding communities as a gauge of  the local market for similar

activities.  
DISCUSSION
Scope of Study and Method of Analysis
The study examined all the development-related fee categories administered by the Community Development,
Public Works, and Fire Departments, as follows:

·      Community Development services, including development plan review, zoning compliance review,
building plan check and inspection, and other planning and building activities.

·       Public  Works  services,  including  engineering  plan review,  encroachment  permits,  subdivision
applications, and other engineering inspections and activities.
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·      Fire services, including hazardous material and fire inspections and fire plan check reviews.  
The study  included a cost  of  service analysis,  which evaluated direct  and indirect  labor costs,  allocable
non-labor  costs,  and  citywide  overhead,  to  derive  a  fully  burdened  labor  rate  for  each  department.
 Organizational and service time analyses were performed for each activity,  followed by a cost recovery
analysis, which compared the existing fee for each service or activity, to the average full cost to provide the
service.  The final step was to establish fees based on the full cost of service and cost recovery targets.  
Community Development Department
Since the last fee study was conducted in 2006, the City created a Special Revenue Fund for the Planning and
Building Divisions of  the Community Development Department.  Established in 2009, this Special Revenue
Fund is funded exclusively by fees collected for services, and is based on a business model designed to
generate a level of  revenue that supports the cost of  providing services, without any assistance from the
General Fund.
This study provides a rational basis for fees that are sufficient to  cover operational expenses needed to
respond to development-related activities and to continue to provide a high level of  customer service in all
planning and building activities. Additionally, the study recommends the establishment of a core staffing level
reserve to allow Planning and Building to maintain institutional knowledge and limited capacity during economic
slowdowns and in the event of unforeseen disasters.
Planning Division
Based on the analysis of  the Planning Division activities, no major fee changes are recommended. Staff  is
recommending that the City continue to use flat fees for many simple day-to-day approvals, while continuing to
charge time and materials in cases where there is a significant fluctuation in staff time spent. This approach
ensures that all customers pay their fair share and small projects are not overburdened with excessive fees.
Significant emphasis was placed on assuring that Planning fees are coordinated with current and proposed
Public Works fees so  there is no  duplication of  fees or conflicts in review processes. This is particularly
important on large-scale developments where early coordination between Planning and Public Works is critical
to the success of a project. All Planning Division fees are recommended to be 100% cost recovery.
Building Division
Very few modifications to Building Division's existing fee structure are proposed. The focus was to calibrate
fee amounts to current recovery levels and to simplify the fee structure where possible. The fee tables and
cost analysis of  the Building Division's fee-related services were established using time estimates for each
phase of  project intake, processing, plan check and inspection and for each building's type of  construction,
occupancy and size. Several notable changes to Building Division permit fees are lower filing fees for permits
applied for and issued online and a simplification on how trade permit fees are calculated. All Building Division
fees, except residential solar permits, are recommended to remain 100% cost recovery. Recently, Alameda
joined nine other East Bay jurisdictions to develop a residential solar permit package. While State law caps
residential solar permits at $500, staff is recommending a $250 fee for those applicants who use the East Bay
Green Corridor Residential Solar Package.
Community Development Core Staffing Level Policy
Since the Planning and Building Divisions of the Community Development Department are funded exclusively
through fees collected, the study considers a mechanism for the Department to maintain existing service levels
during periods of  work fluctuation, typically attributed to  economic cycles that impact development activity.
 During the recent economic slowdown, Planning and Building expenses exceeded revenue by an average of
$230,000 per year over the last three years, thereby reducing the previous established reserve by nearly
$700,000.  Staff  is requesting that Council approve establishing a core staffing level reserve, which would
accumulate a 25% operating fund balance over a five-year period, sufficient to cover 90 days of operational
costs.  The core staffing level reserve will allow these divisions to maintain institutional knowledge, capacity
during economic downturns, to  respond to  unforeseen events, and plan service delivery improvements in
anticipation of periods of growth.
Permit Surcharges
Community Planning Fee
The City currently collects a Community Planning Fee Surcharge in addition to its Planning and Building fees.
Revenue from this fee is used to update and maintain the General Plan and other advanced planning activities.
Due to fluctuating permit valuations, and in order to continue 100% cost recovery for these activities, this fee
is recommended to be changed from .3% to .5% of valuation.
Technology Fee
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The City currently collects a 5% Technology Fee in addition to the Planning, Building, Public Works and Fire
permit fees to cover the cost of the City's permit tracking software. This fee is currently 100% cost recovery
and no change is proposed.
Records Management Fee
The City currently charges a fee of $4.04 per page of plans and calculations as an imaging surcharge. In order
to streamline permit processing, while maintaining 100% cost recovery for this activity, staff is recommending
changing this fee to 1.4% of Planning, Building, Public Works and Fire permit fees.  This new fee is one-half of
the current fee.
Public Works and Engineering
Public Works/Engineering fees currently recover only 47% of  costs. Balancing the City's interests in cost
recovery with applicants' expectations based on current fees, staff proposes fees at 85% cost recovery. The
fee study bases most engineering fees on a fully  burdened rate of  $185 per hour, assuming 100% cost
recovery. The proposed fees reflect a reduction in the implied hourly rate by 15% or $153 per hour. This hourly
rate is similar to the $153 per hour charged by the City of Berkeley for Public Works/Engineering services.
The proposed fee structure also adds new fees and better organizes existing ones.  For instance, several new
fees result from the Regional Water Quality Control Board's new requirements for cities to track storm water
control maintenance on private property. Other fee categories are better aligned between Public Works and
the Planning Division (e.g., use permits and design reviews, easements and dedications) and the Building
Division  (e.g.,  creating  Public  Works  sub-categories  for  commercial  and  residential  developments).  In
addition, separate categories are proposed for onsite and offsite permits for grading and demolition work,
enabling applicants to phase their projects without incurring an entire project's permit fee at once.
To make an "apples-to-apples" comparison, the table below compares Alameda to other cities based on the
six most common engineering activities. While these types of comparisons are difficult given that each agency
establishes fee structures differently, updates their structures at different times, and has different terminology,
permit volume, population, demographics, geography, utility jurisdictions, historical fees, and assumed staffing
and services levels, it is important to measure the "cost to do business" compared to other jurisdictions.   
Engineering Fees in Comparable Cities

 
Alameda
Proposed

Avg.
San
 Leandro

Fremont Berkeley Palo Alto Newark

        
Sidewalk Repair,
small

$241 $353 $215 $255 $384 $720 $190

Sidewalk Repair,
large

$434 $644 $352 $983 $688 $720 $475

Driveway
 Repair

$338 $599 $250 $643 $624 $860 $620

Excavation $1,270 $1,220 $340 $885 $1,010 $2,720 $1,145
Encroachment,
temporary

$296 $387 $215 $492 $531 $460 $237

Encroachment,
 traffic review

$587 $624 $352 $890 $673 $920 $285

This table shows Alameda's proposed Public Works/Engineering fees are below average in every category
except excavation, and in that category, only above average by $50.
Fire Department
The Fire Prevention Services Division provides consultation and review of new construction projects to ensure
plans are in compliance with fire and life safety specifications required by City and State fire codes. Sworn
and non-sworn members  of  the  Fire  Department  also  perform inspections  of  buildings  and regulate  the
storage of hazardous materials. Inspection criteria are established by City and State statutes and fire codes
designed to protect the public's safety.
The analysis of Fire Prevention Services indicates fees charged for sprinkler and occupancy inspections are
not adequate to capture the actual costs of the services provided. Fire Prevention services are an important
public benefit and it is recommended that some fees for these types of services continue to be collected at
less  than  100%  recovery.   Fees  typically  associated  with  new  construction,  hazardous  material,  fire
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inspections, and special permit are recommended at 100% cost recovery. Overall, the new fee schedule will
increase the cost recovery rate for Fire fees from 36% to 50%.
Compliance with Proposition 26
Proposition 26 was adopted by the voters in November 2010 and amended the State Constitution to provide
a definition of "tax" for local government purposes.  Tax is defined as any levy, charge or exaction of any kind
that does not fall within certain enumerated exceptions.  As to local governments, any fees and charges
subject to Proposition 26 that are newly imposed or increased on or after November 3, 2010 require voter
approval.
Staff has reviewed the proposed changes to the fee schedule and concludes the fees fall within various
exceptions under Proposition 26.  More specifically, the fees and charges are (a) imposed for a specific
benefit conferred directly to the payor that is not provided to those not charged and does not exceed the
reasonable cost to the local government of conferring the benefit, (b) imposed for a specific government
service or product provided directly to the payor that is not provided to  those not charged and which does not
exceed the reasonable costs of the local government of providing such service or product, (c) imposed for the
reasonable regulatory costs to a local government for issuing licenses and permits, performing investigations,
inspections and audits, and the administrative enforcement and adjudication thereof, and/or (d) imposed as a
condition of property development.
As explained in the staff report and as set forth in great detail in the Comprehensive Fee Study prepared by
NBS, there is ample evidence that the fees and charges are not "taxes", the amount of the fees and charges
are no more than necessary to cover the cost of the governmental activity (and indeed, in some cases, the
fees and charges that the City proposes to impose are less than the reasonable cost that the City incurs to
provide the services) and the manner in which the costs are allocated to a payor bears a reasonable
relationship to the payor's burden on, or benefits received from, the governmental activity.
 
FINANCIAL IMPACT
Adopting  the  new fee  schedule  will  allow for  full  cost  recovery  of  planning  and  building  activities.  The
Community Development Department is a special revenue fund department and receives no General Fund
revenue. While the Public Works and the Fire Department's fees do not cover 100% of their cost, the amounts
they do collect reduces the impact to the General Fund and other Funds.
The NBS User Fee Study identified approximately $ 3.1 million currently collected from fees for service,
versus, $4.5 million eligible for recovery from fees for services and is  recommending fees estimated to
generate $4.1 million.   
 
 Current Fees Full Cost Recovery Recommended
Planning $434,000 $574,000 $574,000
Building* $1,578,905 $2,140,344 $2,113,601
Public Works $310,000 $655,000 $589,000
Fire Prevention $245,000 $679,000 $342,000
Community Planning
Fee

$369,913 $313,000 $313,000

Technology Fee $95,873 $133,000 $133,000
Records Management
Fee

$94,022 $40,000 $40,000

Totals $3,128,023 $4,534,344 $4,104,601
*Fee for service increases in the Building Division are attributed to expected growth in permit activity and not fee increases.
MUNICIPAL CODE/POLICY DOCUMENT CROSS REFERENCE
All other sections of the Municipal Code dealing with this subject matter have been thoroughly analyzed and
found to be compatible with the proposed amendment to the Municipal Code.
ENVIRONMENTAL REVIEW
Adoption of a revised fee schedule is not subject to environmental review in that it is not a "project" as defined
by CEQA.  A "project" does not include the creation of governmental funding mechanisms or other
governmental fiscal activities which do not involve any commitment to any specific project which may result in
a potentially significant physical impact on the environment.  CEQA Guidelines, section 15378(b)(4).
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RECOMMENDATION
Adopt a Resolution to  amend Master Fee Resolution No.  12191 to  revise the Community  Development
Department, Public Works Department, and Fire Department fee schedules.   
Respectfully submitted,
Gregory McFann, Building Official
 
By,
Debbie Potter, Interim Community Development Director
By,
Bob Haun, Interim Public Works Director
By,
Michael D'Orazi, Fire Chief
Financial Impact section reviewed,
Fred Marsh, Finance Director
Exhibit:
1.      Fee Study

City of Alameda - File #: 2013-230 https://alameda.legistar.com/LegislationDetail.aspx?ID=1500498&GUID...

5 of 5 11/6/2013 12:02 PM


