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Executive Summary

Introduction

MGT Consulting Group (MGT) is pleased to present the County of Monterey with this summary
of findings for the recently completed Animal Services user fee study.

The County of Monterey has not performed a user fee study in recent years. In April of 2021,
the County contracted with MGT to perform an Animal Services user study using fiscal year
2019/2020 adopted budget figures, staffing and operational information. The current County
fees represent the fees being charged at the beginning of this study.

This report is the culmination of an extensive study conducted by MGT in collaboration with
Animal services staff. MGT would like to take this opportunity to gratefully acknowledge all

management and Animal services staff who participated on this project for their efforts and
coordination.

Study Scope and Objectives

This study included a review of fee-for-service activities within the following areas:

< Animal Services:
% Licensing Fees
< Kennel/Boarding Kennel Fees
% Shelter Impound Fees
< Field Release back to owner
< Boarding Fees
% Adoption Fees
< Rabies Testing
< Clinic Fees
< Other Misc. Fees

< Additional proposed fees (new fees)

% MGT 3

CONSULTING GROUP




SECTION |

Executive Summary

Study Scope and Objectives continued..

The study was performed under the general direction of the Animal Services department.
The primary goals of the study were to:

* Develop a catalog of the fees, including any new fees

* Streamline fees according to industry best practices

* Define what it costs the County to provide various fee-related services
e Compare full costs against current fee

* Survey what other Counties charge for similar services

* |dentify additional revenue potential

* Provide recommendations

The information summarized in this report addresses each of these issues and provides
the County with the tools necessary to make informed decisions about any proposed fee
adjustments and the resulting impact on county revenues.

Study Findings

The study's primary objective is to provide the County'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.

The exhibit on the following page displays the average cost recovery rates and FY 2019/2020
budgeted revenues into the following categories:

Column A, User Fee Costs —5361,862 of the County’s costs are related to user fee services. It is
this $361,862 dollars that is the focus of this study and represents the total potential for user
fee-related revenues for the County.

Column B, Current Revenues — Based on current individual fee levels, the County generates fee-
related revenues of $201,651 and is experiencing a 56% overall cost recovery level.

% MGT 4

CONSULTING GROUP



SECTION |

Executive Summary

Study Findings continued..

Column C, Current Subsidy — Current fee revenues recover 56% of full cost, leaving 44% or
$160,211 to be funded by other funding sources. This $160,211 represents an opportunity for
the County to adjust fees and revenues within the various fee categories. Note, some fees are
set by statute and cannot be adjusted.

Column D, Recommended Recovery — Adjusting fees to the proposed cost recovery
recommended by Animal Services staff would increase the fee revenue to $263,572. This
would set the overall cost recovery level at 73%.

Column E, Increased Revenue — $263,572 in potential revenue could be generated if the
recommendedd fees are adopted. This would represent a $61,971 increase in the revenue
currently being collected for these activities by the County on an annualized basis.

Monterey County Anaimal Services
User Fee Cost & Revenue Analysis
FY 19-20

CURRENT RECOMMENDED

(A) User Fee (B) Current (C) Current (D) Cost (E) Increased
Service Costs Revenue Subsidy Recovery Policy Revenue

User Fee Department

Monterey County
Animal Services S 361,862 | § 201,651 56%| S 160,211 44%| S 263,572 73%| S 61,971

Totals: | § 361,862 | $ 201,651 56%| $ 160,211 44%| § 263,572 73%| § 61,971

Several categories were added, deleted, consolidated or broken-down into sub-categories. These
changes were made primarily with the customer in mind to increase overall user-friendliness of
the fee schedule. Due to the proposed comprehensive changes in fee structure these revenue
projections are estimates. Additional revenues will be generated from all the additional proposed
fees (new fees). Since those fees are new, staff did not have any historical data that would allow
MGT to project any revenues for those new categories.
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Executive Summary

Methodology

MGT’s 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 to
analyze Animal Services user fees. 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 to identify every employee, by classification,
who performs work directly in support of fee related services. Direct staff costs are incurred
by employees who are “on the front line”. Once all direct staff were identified, subject
matter experts for each section estimated how much time those employees spend, on
average, performing each fee-for-service.

Developing time estimates for fee related services can be challenging and staff should be
commended for the time and effort they put into this. Although MGT provided the
department 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
within each fee area.

2. Calculate direct cost of the staff time for each fee using productive hourly rates

“Productive hours” means the time staff are in their office or in the field. A full-time County
employee typically has 2,080 paid hours per year. However, cost studies reduce this number
to account for non-productive hours (sick leave, vacation, holidays, training days, meetings,
etc.). MGT calculates the productive hourly rate for each staff classification by dividing
annual salary and benefits by annual productive hour figures. The average productive hours
for the County’s staff that provide these services is 1,744 per year.

3. Determine indirect or “overhead” costs

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.

%% MGT
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Executive Summary

Methodology

* Indirect Cost Rate. Many of the costs that support all County programs and services are
budgeted in centralized activities such as 1) Finance, which provides payroll, budgeting, and
accounting support. The costs of these activities and other centralized services are considered
indirect overhead that support fee-for-service activities as well as other programs and functions
within the County.

4. Compare total costs to the current fee schedule

Once all direct and indirect costs were 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, up to the full cost of the service provided - the maximum allowed fee.
However, there were several 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.

5. Recommend fee adjustments

MGT provides fee adjustment recommendations based on full cost information and industry best
practices. Of course, MGT’s recommendations are advisory in nature only — ultimately staff,
management, and the Board of Supervisors must decide what fee levels are appropriate for the
Monterey County community.
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Executive Summary

Legal, Economic, & Policy Considerations

Calculating the true cost of providing County services is a critical step in the process of
establishing user fees and corresponding cost recovery levels. Although it is a principal factor,
other factors must also be given consideration. County decision-makers must also consider
the effects that establishing fees for services will have on the individuals purchasing those
services, as well as the community.

The following legal, economic and policy issues help illustrate these considerations.

* Legal restrictions — 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 voter 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 Board of Supervisors 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. All of these fees
may be set at a 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.

*  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 public health fees have
very moderate cost recovery levels. Some programs are provided free of charge or for a
minimal fee regardless of cost. Parks and recreation programs also tend to have the low
recovery levels. Development fees are typically considered to have zero community
benefit, with the benefit accruing to the developer.

* Private benefit - If a user fee primarily benefits the fee payer, the fee is typically set at, or
close to, 100% full cost recovery.

* 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.
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Executive Summary

Legal Economic, & Policy Considerations
Continued...

* Managing demand - Elasticity of demand is a factor in pricing certain County services;
increasing the price of some services results in a reduction of demand for those services,
and vice versa.

* Competition - Certain services 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 County'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 reduced
fees for altered animals, as an incentive to spay/neuter pets.

* Disincentives - Penalties can be instituted to discourage undesirable behavior, such as late
fees for failure to obtain a dog license

%% MGT S
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SECTION 2
Analysis Highlights

Below is a brief discussion of each fee section analysis. Please see the user fee summary sheets
in Section 3 of the findings for his report for details on each fee calculation and cost analysis.

Study Highlights

* User Fee Recovery Levels — Within the Animal Services department, current fees recover 56% of
the total cost to provide services for which fees are charged. Animal Services staff recommend
increasing this recovery level to 73%. Animal Services staff recommend increasing this recovery
level to 73% in order to facilitate increased fee recovery but also not limiting the public’s ability to
access service.

* Fee Recovery Levels by Fee Category —

e 78 current fees are recovering less than 100% of cost. Those recovery percentages range
from 2% to 99%

* 8 current fees are recovering more than 100% of cost. Here’s how those fees are being
adjusted to comply with legal restrictions set by Prop 26:

* 6 outof the 8 fees are being decreased to recover only 100% of cost

e 2 out of the 8 fees are considered penalties. Penalties can be set based on policy
decisions by the County.

» 7 feesare set by Gov code or law and can not be adjusted based on the results of this
study. The recommendation is to set those fees at the Gov code limits

* 5 fees have no recent activity and staff have no information to provide a cost analysis. The
recommendation is to keep those fees the same.

* New Fees— Staff is recommending to add 62 new fees. A few of these fees are being added so that
certain fee categories improve user friendliness, others are to replace some of the fees we’re
removing. 55 of these fees are brand new fee categories.

* Fee Removal— Staff is recommending to remove 17 fees from the current fee schedule. Some of
these fees are to simplify certain fee categories while other fees have simply become obsolete and
are no longer needed.

&% MGT 10
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SECTION 2
Analysis Highlights

Below is a brief discussion of findings for each department’s analysis. Please see the user fee
summary sheets in Section 3 of this report for details on each fee calculation and cost analysis.

Study Highlights Continued....

* Dog License Fees— Based on the volume provide by staff and the current fees charged, dog
licensing fees cost the department a total of $224,254 per year. This makes up over 60% of the
total departments cost. The revenue generated was $111,295 for an overall recovery of 49.6%.
Based on these findings the recommendations were to increase all fees in the dog licensing fee
categories. Those increase vary from as little as a $2 increase to as much as a $10 increase. With
these recommended increases, we can expect a forecasted revenue increase of about $33,320 per
year. This is an estimated increase based on the volume we were provided, that amount may
change based on the volume received in future years.

* Voluntary License for Cats — The study found that a three-year license for an unaltered cat cost the
department $10. That fee was previously set at $15. Based on our findings the recommendation is
to decrease that fee to full cost or S10.

* Owned Kennel Fees — This fee category was previously broken our based on the number of animals
and it included the licensing fee. The recommendation was to charge a single fee Owned Kennel
(Animals owned for breeding , and/or showing) at $168 per year but it does not include the
licensing fee.

* Shelter Impound Fees — There are five impound fees in total. All fees are for an impound in a one-
year period. Two out of the five fees are recommended to be set at more than 100% of the cost.
This was a policy decision based on these fees, starting with the 2" impound being considered
penalties. Every time the same animal gets impounded in a one-year period it is considered a re-
occurring violation and the fee (penalty) will increase after each impound. This was set to
discourage this continued activity.

* Adoption Fees — There are currently four adoption fees, all of which recover less than 100% of cost.
The recommendation is to keep these fees at less than 100% of cost to encourage adoptions.
However, staff would like to request approval to charge full costs for adoptions unless conditions
warrant a reduction to 50% in order to adopt more animals (when kennels are full).

* Head Removal fees — Head removal fees were added as new fees and were categorized based on
size, from small to extra large. These fees were all recommended to be set at 100% cost recovery.

* Proposed New Fees— There are a total of 55 proposed new fees. Most of these fees are related to
clinic services. They are all services and activities that are already being provided by clinic staff but
were not previously on the fee schedule. 48 out of the 55 fees are recommended to recover 100%
of cost. The other 7 fees have recover levels ranging from 65% to 80% of cost.

&% MGT 11
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SECTION 2
Analysis Highlights

Recommendations Going Forward:

MGT recommends that the County build on its investment in this cost-of-service analysis by
continuing to analyze its fees and charges whether this is done by staff or outside consultants. Once
the commitment is made to understand the full cost of providing services, it is important to review
and update the analysis in order to keep pace with changes in service delivery, staffing changes, and
demand levels.

Most of our agencies ask us at the conclusion of the study: how often should this type of study be
undertaken? Our advice is to perform this detailed analysis at least every three but not more than
five years, with minor adjustments in the non-study years (to keep pace with economic impacts).
MGT recommends the County apply an inflation adjustment to fees annually, based on April CPI to
keep pace with inflation. The industry best practice is to apply this index once per year as part of the
County’s annual budget process. This is particularly helpful once an agency has chosen to adopt a
cost recovery policy — whether 100% of cost or something less — in order to keep fees at the desired
level.
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SECTION 4

Fee Schedule Comparison Analysis

A component of the Fee Analysis scope calls for a comparison of Monterey County fees
against those charged by similar agencies. Staff recommended we compare Animal
Services fees to the following agencies: Santa Cruz County, Solano County and Ventura
County.

MGT compared a total of 18 fees from the Monterey County Animal Services fee
schedule. Staff helped select those fees. We selected fees that are high in volume and
generate significant level on an annual basis. The purpose of this component is to give
Monterey County staff an understanding of fee structures typical in the region. This
analysis gives Monterey County management an opportunity to review fee structures
and fee amounts employed by other agencies and emulate any as appropriate.

MGT understands the value of this information, but believes it is important to provide
the following context: 1) unless MGT has performed a similar study for the surrounding
jurisdiction, we do not know what cost components are included in the fees, 2) a simple
comparison of fees does not provide the County with the knowledge of whether the
neighboring county has a policy of full cost recovery, or something less than 100%, 3)
service levels may vary widely from jurisdiction to jurisdiction, and 4) it can be difficult
to ensure an exact match up of services when each agency describes a service in its
own unique manner.

The following pages display the comparison analysis results.

&% MGT 20

CONSULTING GROUP
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