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8401 W. MONROE STREET
PEORIA, AZ 85345
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Cathy Carlat, Councilmember
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CITY COUNCIL SUBCOMMITTEE ON
GENERAL GOVERNMENT
REGULAR MEETING
NOTICE & AGENDA
Monday, February 13, 2012
5:00 P.M.

Development & Community Services Bldg.

Point of View Conference Room
9875 N. 85" Avenue, Peoria, AZ

CONVENE:
ROLL CALL:

FINAL CALL TO SUBMIT SPEAKER REQUEST FORMS:

CONSENT AGENDA

CONSENT AGENDA. All items listed with “C” are considered to be
routine or have been previously reviewed by the City Council
Subcommittee on General Government, and will be enacted by one
motion. There will be no separate discussion of these items unless a
City Council Subcommittee member so requests; in which event the item
will be removed from the General Order of Business, and considered in
its normal sequence on the Agenda.

CONSENT - New Business:
1C Minutes

Discussion and possible action to approve the minutes of
December 19, 2011

REGULAR AGENDA
NEW BUSINESS

1R City of Peoria Addresses and Zip Codes

Discussion and possible action to recommend the adoption of a
resolution supporting the designation of areas In the City that
have addresses and/or zip codes associated with other
jurisdictions, and requesting that those be changed to have
addresses and zip codes consistent with the rest of the City of
Peoria.
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2R Development Services User Fees
Discuss and possible action to recommend the adoption of a cost recovery policy related to
development services user fees to the full Council for review and adoption

3R Future Agenda Topics & Next Meeting Date

Discussion of future agenda topics and meeting dates for the City Council Subcommittee on General
Government

NOTE: Per Council Policy 1-10, no policy item will come forward unless submitted on the
Subcommittee Agenda ltem Request Form.

CALL TO THE PUBLIC: (Non-Agenda Items)

If you wish to address the City Council Subcommittee on General Government, please complete a
Speaker Request Form and return it to staff before the call to order for this meeting City Council

Subcommittees are not authorized by state law to discuss or take action on any issue raised by public
comment until a later meeting.

ADJOURNMENT

NOTES:
Documentation (if any) for items listed on the Agenda is available for public inspection a minimum of

24 hours prior to the City Council Subcommittee Meeting during regular business hours in the Office of
the City Clerk, 8401 W Monroe Street, Room 150, Peoria, AZ 85345

PUBLIC NOTICE:

in addition to the Subcommittee members noted above, one or more members of the Peoria City
Council may be present to observe the City Council Subcommittee meeting as noticed on this agenda.



COUNCIL SUBCOMMITTEE ON
GENERAL GOVERNMENT
CITY OF PEORIA, ARIZONA
Ironwood Conference Room
December 19, 2011

A meeting of the Council Subcommittee on General Government for the City of
Peoria, Arizona was convened by Brent Mattingly, Finance Director, in open and public
session at 8401 West Monroe, Peoria, Arizona, on December 19, 2011 at 6:00 p.m.

Members Present: Councilmember Tony Rivero, Counciimember Cathy Carlat, and
Councilmember Joan Evans.

Members Absent: None.

Staff Present: Brent Mattingly, Finance Director; Steve Burg, City Attorney; and Briana
Decker, Council Assistant.

Audience: No members of the public were present.

NOTE: The order in which items appear in the minutes is not necessarily the
order in which they were discussed in the meeting.

CONSENT AGENDA: All items listed with “C” are considered to be routine or have been
previously reviewed by the City Council Subcommittee on Sustainable Development and
will be enacted h one motion. There will be no separate discussion of these items
unless a City Council Subcommittee member so requests, in which event the item will be
removed from the General Order of Business, and considered in its normal sequence on
the Agenda.

CONSENT - New Business:
1C MINUTES:
Motion was made by Councilmember Carlat, seconded by Councilmember Rivero, to
approve the Subcommittee minutes from the November 14, 2011 meeting. Upon vote,
the motion carried unanimously 3 to 0.
REGULAR AGENDA
NEW BUSINESS:
1R  Iltemizing Utility Bill

Council Subcommittee on General Government reviewed the documentation provided by



Council Subcommittee on
General Government
December 19, 2011
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Councilmember Pearson regarding the recommended approval of the Modification of
Utility Bills. Motion was made by Councilmember Carlat, seconded by Councilmember
Rivero, to continue with the General Government Subcommittee’s previous decision to
discuss the topic at a full council study session in conjunction with other issues regarding
solid waste Upon vote, the motion carried unanimously 3 to 0

2R Future Agenda Topics & Next Meeting Date

Discussion of future agenda topic for the City Council Subcommittee on General
Government.
o Zip Codes

NOTE: Per Council Policy 1-10, no policy item will come forward unless submitted on
the Subcommittee Agenda Item Request Form.

ADJOURNMENT:

There being no further business to come before the Council Subcommittee, the meeting
was duly adjourned at 6:20 p.m.

Joan Evans, Chairperson Briana Decker, Council Assistant



STAFF - COUNCIL SUBCOMMITTEE

COMMUNICATION
DATE: November 29, 2011
TO: Carl Swenson, City Manager -

FROM: Steve Kemp, City Attorney

SUBJECT: Adoption of Resolution supporting designating certain areas of
the City with Peoria addresses and zipcodes

Background.

Portions of the City of Peoria have addresses designated as Sun City, Sun City
West, Glendale, Morristown, Wittman and Phoenix. For many residents this
causes confusion as they believe they reside in those jurisdictions and can not
vote or participate in Peoria. Addresses are established by the US Postal Service
and the input of local government is part of obtaining the change of address by the
USPS.

Previous Actions:
None

Options:
A: Take no action

B: Recommend to Council that the City adopt a resolution supporting the
designation of areas in the City having addresses in other jurisdictions be changed
to Peoria with the corresponding zip codes.

Staff’s Recommendation:

That the Subcommittee reviews this item and make a recommendation to the
Council

Fiscal Analysis:

As the USPS changes an area, it will require the city to update its information,
resulting in some additional on-going work for staff.

Exhibit(s): None

Contact Name and Number: Steve Kemp, City Attorney

Tracking#
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City Manager’s Office Use:

Date of receipt: 2] Nov \y
Policy issue: Yes ¥ No __ Ifdenied, explain

Subcommittee assignment: Q\ tacre\ Ca vveramead
Transferred to Subcommittee Staff Liaison on: | Dawc_ N\
Subcommittee agenda date:
Subcommittee Action:

No further action

Study session referral

Regular agenda referral

City Manager referral

Tracking#
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COMMUNICATION
DATE: February 2, 2012
TO: Carl Swenson, City Manager
FROM: Katie Gregory, Interim Management and Budget Director

THROUGH:  Susan Thorpe, Deputy City Manager
Susan Daluddung, Deputy City Manager

SUBJECT: Council Policy - Development Services User Fees

Background:

Local governments are providers of many types of general services to their
communities. While all services provided by local government are beneficial to
constituents, some services can be classified as globally beneficial to all citizens,
while others provide more of a direct benefit to a specific group or individual. It
is commonly felt that fees should be established at a level that will recover the
cost of providing each service, no more, and no less. The following table provides
examples of services provided by local government within a continuum of the
degree of community benefit received:

Services that provide Services that Provide Both Services that Provide a
a “Global” “Global” Benefit and also a Primary Benefit to an
Community Benefit Specific Group or Individual Individual or Group, with less
Benefit “Global” Community Benefit
Police - Recreation/Community Services Building Permits
Park Maintenance Fire Suppression/Fire Prevention - Planning and Zoning Approval
Site Plan Review
Engineering Development Review

Over the past year, Management and Budget, Planning and Community
Development and the Economic Development Services Departments have
conducted a detailed cost of service analysis of over 200 user fee activities in the
Development Services divisions of Planning, Building Development and Site
Development.

Based on the analysis, it was found that the current schedule of fees do not
recover the full cost of providing services. Additionally, with the exception of a
handful of Engineering review fees, the majority of the fees currently charged
have not been adjusted in well over 10 years. The following table shows the
budgeted costs, revenues received and % of subsidy for each division based on
the current adopted fee schedule.

Tracking #
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COMMUNICATION

Division | Service Delivery Current Revenue % subsidy
Cost
Planning $503,503 $240,463 52%
Site Development $975,661 $609,541 38%
Building Development $1,412,990 $739,618 48%
TOTAL $2,980,772 $1,589,622 45%

Furthermore, the complexity of the current fee schedules make it difficult for our
customers to reasonably calculate their anticipated fees, and due to how much
time has passed since the last fee adjustment, it is oftentimes difficult for staff to
explain the history or rationale behind certain fees. It is for these reasons that
staff is recommending that Council consider adopting an updated schedule of
fees for the development Services divisions. By implementing a cost based fee
structure, the City follows a best management practice in the adoption of fees
that are fair, equitable, and represent the estimated and reasonable costs of
services provided.

Cost of Service Overview

City staff utilized a cost-based analytical approach in calculating the full cost of
providing the Divisions’ services. The primary objectives going into the review
were to:

e (Calculate the full cost of providing services, including all direct, indirect,
and support costs.

e Structure a fee schedule that accurately reflects the processes and
organization of the development service divisions.

¢ Simplify the fee schedules to make them easier to implement and easier
to understand and explain to customers.

e Ensure that the fees are reasonable and fair

¢ Compare costs with revenues currently received and potential to be
received for these services.

Staff reviewed all fees to update, consolidate, and improve the Development
Services fee structure. This included splitting certain miscellaneous permit fees
into multiple types and including new and revised fee categories for a number of
new types of services now prevalent in the development environment. Through
this review, staff was able to determine the estimated total cost of services
provided by the Development Services divisions, keeping in mind the need for a
fee structure that is straightforward, easy to understand, and clear in terms of
presentation to the development community and the general public.

Tracking #
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The methodology used to establish the full cost of providing services is a widely
known and accepted “bottom up” approach to cost analysis, where time spent
per unit of fee activity is determined for each position within a department.
Once time spent for a fee activity is determined, all applicable City costs are then
considered in the calculation of the fully burdened cost of providing each service.
Typical costs included in a “full” cost calculation are: direct salaries and benefits,
operating services and supplies, divisional and departmental overhead and city-
wide overhead costs.

The Management and Budget Department worked closely with each Division’s
staff in developing time estimates with the following criteria

e Estimates are representative of average times for providing service.
Extremely difficult or abnormally simple projects are excluded from the
analysis.

e Estimates provided by staff are reviewed and approved by the Division,
and often involve multiple iterations before a proposed fee is finalized.

e Estimates are reviewed by the review team for “reasonableness” against
their experience with other agencies.

To calculate the estimated total cost of providing services, staff used both a
widely accepted and defensible methodology, as well as the experience and
input of City staff to complete the necessary data collection to complete the
analysis. City Council may now use this information to make informed decisions
and set fees that meet fiscal and policy objectives.

The attached documents include a summary of the recommended changes to
the fee methodology and the resulting fee adjustments, as well as city to city
comparisons of a number of common activities in Planning, Site Development
and Building Development.

Council Policy Discussion

The city currently does not have a formal cost recovery policy for Development
Services User Fees. When developing a cost recovery policy, there are a number
of important considerations:

1. The City Council may decide how much of the service cost should be
borne by the individual user of the service and how much will be
subsidized by the general taxpayers (i.e. The General Fund). Currently
the General Fund subsidizes the development services activities by

Tracking#
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45%.

2 Council may consider a cost recovery target that is more or less than
100% for certain groups or activities. Some examples include:

a. Non-profit groups are currently assessed 10% of the listed
fees.

b. Certain residential activities (water heaters, accessory use
permits) are subsidized to encourage compliance and address
public safety concerns.

c. At-risk grading permits are currently assessed at 150% of the
regular fee.

3. Council may consider annual reviews and fee updates. Best
management practices state that fees should be reviewed annually
with a comprehensive update every 3-5 years. Utilizing an annual
increase mechanism would ensure that the City has set appropriate
fee and revenue adjustments that reflect growth in costs. Council
may want to consider adopting a policy that allows for annual
adjustments based on labor cost increases, CPl or some other
reasonable mechanism.

Additionally, Council may wish to consider a phase-in of the proposed fee
adjustments over a two or three year period. Phasing in the fee adjustments
spreads the impact of any increases in fees for service over a longer period of
time.

Previous Actions:

This will be the first meeting regarding a Cost Recovery Policy for Development
Services User Fees with the Council Subcommittee.

Options:

A: Forward the proposed Council Policy to the full council for review, discussion
and adoption.

B: Make changes to the Council Policy and bring a revised policy back to the
subcommittee for additional review.

Staff’s Recommendation:

Tracking #
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Staff recommends that the Council Subcommittee direct staff to forward the
proposed Cost Recovery Policy for Development Services User Fees for
consideration by the full council in a future Study Session.

Fiscal Analysis:

Currently the City’s General Fund is subsidizing the cost of Development Services
activities by 45%. At the current level of development activity and fees, it is
anticipated that the level of subsidization will go up as the cost of doing business
increases.

At full cost recovery, the potential additional revenue is estimated to be
between $500,000 - $800,000 annually, above what is currently collected for
these services. Actual additional revenue depends on the amount and type of
development activity within the city

Exhibit(s):

Exhibit 1: Draft Council Policy on Development Services User Fees

Exhibit 2: Development Services Proposed Fees and Methodology Changes

Exhibit 3: Development Services City Comparisons

Contact Name and Number: Katie Gregory, 623-773-7364

City Manager’s Office Use:

Date of receipt:

Policy issue: Yes ~ No _ If denied, explain

Subcommittee assignment:

Transferred to Subcommittee Staff Liaison on.
Subcommittee agenda date:

Subcommittee Action.

No further action
Study session referral
Regular agenda referral
City Manager referral
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EXHIBIT 1

COUNCIL PoLIcy

CP

_ [Assigned by CAQJ]

DEPARTMENT
Management and Budget

SUBJECT:

Development Services User Fee Cost Recovery Policy

EFFECTIVE DATE:

A. Purpose

A.1 The purpose of this policy is to provide general guidelines and to
incorporate best practices in establishing user fees to ensure that the City
adequately recovers costs for services it provides to the public. The User
Fee Policy identifies the procedure for adjusting fees, the level of cost
recovery, factors that need to be considered in setting fees, and the
frequency of comprehensive user fee studies The key objective of the
User Fee Policy is to review and update fees on an ongoing basis to
ensure that they keep pace with changes in the cost-of living as well as
changes in methods or levels of service delivery

. Procedure

B 1 Fees for services shall be reviewed and adjusted annually to be
consistent with the target cost recovery of the service and will be
recommended by the responsible department and the Management and
Budget Director

B.2 Fee recommendations for the Development Services Divisions will be
made at the appropriate time as part of the annual budgeting process and
will be approved by City Council.

B.3.An updated fee schedule will be submitted to the City Attorney’s Office
and City Clerk to update the City Code on an annual basis.

B.4 The Development Services User Fee Policy shall be reviewed every three
to five years with City Council to ensure cost recovery is aligned with the
city’s priorities. Changes to the policy can be made as needed with City
Manager and City Council approval.

 Definitions

C1 “Development Services Divisions” are the cost centers that support
the planning, site development and building development activities within
the city including fire prevention and engineering review and inspection
services

Cc2 “User Fee” is a fee charged by a government agency to recipients
of its services. User fees generally apply to activities that provide special



benefits to members of the public, and the amount of the fee is usually
related to the cost of the service provided.

C.3. “Cost Recovery” is recouping a portion of or all costs associated
with a particular service provided by the government agency to the public.
Cost recovery has two important rationales: (a) maintaining equity
considerations in regard to the provision of public services, and (b)
revenue generation through full cost accounting, thereby improving
government efficiency

C4 “Direct Costs” are the costs incurred directly by providing a
specified service. These costs are associated with staff time spent
performing service related duties and include employee salary and
benefits. In general, direct costs are any costs that can be traced directly
to the production of a given service or product.

C5s “Indirect Costs” are the costs not directly accountable or associated
with the production of a service, such as a fixed cost. Indirect costs
include departmental overhead (operating expenses and internal
administrative costs), as well as citywide overhead, including all those
costs that support City programs and services.

Levels of Cost Recovery
D1 Full Cost Recovery (100 Percent)

User fees that are determined to have a 100 percent cost recovery goal shall
be updated annually based on the costs incurred for providing services using
actual data from the prior fiscal year.

D.2. Partial Cost Recovery (Below 100 Percent)

User fees that are below the 100 percent cost recovery goal shall be adjusted
annually by a standardized escalator based on Labor cost adjustments.
Alternatively, these fees may be changed at any point in time upon
recommendation by the responsible department, approval by the City
Manager and final approval by the City Council.

Fees are generally less than 100 percent cost recovery in cases where: (a)
the collection of fees is not cost-effective; (b) the collection of fees would not
comply with regulatory requirements, (c) the purpose of the fee is not to
generate revenue but rather provide a community benefit (i.e. public safety)

D.3. Other Cost Recovery Targets

Other recovery targets may be identified for activities that require a higher
levels of service (LOS) or that pose a greater risk to the City Examples may
include Expedited Review and At-Risk Grading Permits. In these cases fees
may be charged that recover more than 100% of the actual cost.

The Peoria City Council makes the final decisions based on community
priorities and recommendations from review committees (if applicable).



E. Pricing Policy Considerations

The following economic and policy considerations shall be considered when
setting cost recovery levels as follows.

1

Fee amounts shall be proportional to the costs associated with providing
the service. The full cost should consist of both direct and indirect costs
and should be included within the fee amount. Indirect costs shall be
captured through overhead rates for each department.

Competing policy objectives may result in reduced user fees and charges
that recover only a portion of service costs. (Partial recovery)

Public use of government services shall be considered (potential to use
fees as a means of encouraging or discouraging activities, for instance, at-
risk grading permits)

Constitutional or other types of limitations on charging more or less than
the actual cost of providing the service

Subsidization (less than full cost recovery) of activities for groups who
cannot afford access to services if fees are set at full cost recovery In
these cases, the City may subsidize a portion of the cost of the service

The fee amount and its affect on the demand of the service shall be
considered. A sensitivity analysis of consumer demand shall be
considered when setting fees.

The nature and extent of the benefit to the fee-payers. The recipients that
benefit from the service provided shall be identified The fee review shall
consider whether the service is beneficial to the public as a whole or the
individual fee-payer

Public Input and Availability of Fee Information

F 1 When fees are revised, data indicating the proposed fee, the estimated

cost required for providing the service, and the estimated amount of
revenue adjustments shall be available to the public prior to any formal
meeting of the full City Council through the docketing of the report on the
Council agenda.

F.2 The Development Services Divisions shall post an updated schedule of

all fees on the City’s internet site on July 1st of each year
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EXHIBIT 3

Comparison of Peoria Planning Fees and Other Cities
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Comparison of Peoria Planning Fees and Other Cities

EXHIBIT 3
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EXHIBIT 3

Comparison of Peoria Building Fees and Other Cities
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EXHIBIT 3
Comparison of Peoria Site Development Fees and Other Cities
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EXHIBIT 3

Comparison of Peoria Site Development Fees and Other Cities
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