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Policy

BACKGROUND

User fees are fees that The City of Calgary charges in exchange for goods and services.User fee
revenues represent a significant portion of The City’s total operating budget. A consistent approach to

setting user fees is necessary to-protectand-anticipate-thisimportant revenue-sodrce—as-wellas to

ensure that the necessary information is available to inform decisions regarding user fees.

PURPOSE

The purpose of this policy is to provide a framework for decisions related to the pricing ofuser fees. It
sets out gwdellnes for the process, ratlonale and the mformatlon needed to support the recommended
user fees. ,

fee-is-charged-
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Revisions in the proposed policy

Revisions to the template and structure of Council policies are being reflected in this revised policy,
making a direct redlined comparison of changes difficult. Parts of the existing policy that are proposed to
be removed, changed, or moved will be highlighted here for information, but the proposed Council policy
including additions is attached separately for approval.

Amend the policy title to “User Fee Policy”.

Changed to “Corporate Planning and Financial Services”.

There is no longer a “Background” section in the Council policy template.

Retained portions of the existing “Background” section appear in the proposed “Purpose” section,
variously in 2.1, 2.2 and 2.4.

Retained in 2.4.

Replaced in the new “Applicability” section and amended to read: “This Council policy applies to all
City departments and business units.” A policy that guides when user fees should be used cannot
only apply to those good and services for which user fees are already charged.
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POLICY

Guiding Principles
The following principles underlie the User Fees Policy.

Principle-1—- Benefits Principle: those who receive benefits from a particular municipallyprovided good or
service should pay for that good or services according to the level or value of the benefit received.

Fhe benefits-principle-indicates-that for goods that have an individual private benefit to the consumer,
it is approprlate to con3|der user fees as—a—wayef—matehmgmpaymentsamth—me-beneﬁt—meewed—

Principle-2—- Cost Recevery-Principle: the full cost of providing a good or service, including operating
expenses, administrative costs, capital expenses (including depreciation), as well as implicit costs of
foregone opportunities or activities that are not being undertaken, environmental costs and social
costs, should be the starting point when calculating the appropriate user fee.

The cost recovery principle does not imply that all costs incurred need to be recovered through user

- rather-itsuggeststhatevenif-the-full costs-are-netrecovered-through-userfees; understanding
the fuII costs should be the startlng pomt in settlng the approprlate user fee Iheteafter—e*phen—

reeegmzesﬂqat publlc assets have a vaIue and that thls vaIue should be conS|dered when determlnlng
rates for user fees. Lifecycle costs should also be considered when determining user fees in order to
ensure that the values of the assets are protected.

mefeaang—pufehc—demand—fepgeeds—anel—semees—user fees have value asa mechanlsm for allocatlng

scarce resources-
Charglng a fee can also be used to manage the tlmmg—ef demand for a sewlce—Maw,'—geeels—effeFeel—
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Revisions in the proposed policy

The guiding principles have been updated following Council direction on 2023 September 12 (EC2023-
0558). The principles have been simplified and reduced and appear in the “Policy Statement” section of
the proposed policy. Some of the detail about applying the principles has been removed, and some has
been moved to the “Procedure” section of the proposed policy.

Retained in 2.3(a) as “User fees will be considered whenever there is individual benefit derived from
consuming a City good or service.”

Detail on what is included in cost of service moved to “Procedure” section 6.3.1.

Retained in 6.3.1(a) “Calculating full financial cost does not mean that all financial costs incurred must be
recovered through user fees.”

Concepts from two principles combined in the “Resource efficiency principle”.

Detail tied to cost of service in “Procedure” section 6.3(1).

Concepts from two principles combined in the “Resource efficiency principle”.


https://pub-calgary.escribemeetings.com/Meeting.aspx?Id=8868e8dd-fd3e-424e-830b-11731b3caaae&Agenda=PostMinutes&lang=English&Item=31&Tab=attachments
https://pub-calgary.escribemeetings.com/Meeting.aspx?Id=8868e8dd-fd3e-424e-830b-11731b3caaae&Agenda=PostMinutes&lang=English&Item=31&Tab=attachments

Principle 5—General Fax-supperted-SubsidiesPrinciple: when consumption or use of agood or

service benefits society as a whole, all citizens should pay for the societal benefit.

suppert— If socrety as a whole benefits from an activity, then society as awhole should pay the
proportlon of the costs of that act|V|ty that reflects the souetal beneflt Ihe@rtyeeneet&meneyirem

At times, societal benefits associated with a good, such as transit, come not in the form of benefits

per se, but rather as areductron of social costs Ihe—mest—eqertabte—rneans—ef—remedymg—a—seeraLeest

Gttngeed&ahd—servrees—The City could prowde a sub5|dy to the |nd|V|duaI in order that they are
allowed the choice to consume.

In contrast to the general tax support subsidies which are based on the benefits principle, individual
tax support subsidies are provided on an individual basis and applyonly to those who meet stated
criteria
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Revisions in the proposed policy
“Subsidy” used in many different ways has been identified as unclear.
This concept is the flipside of individual benefit and is now reflected in the “benefits principle”.

Reduction of social costs, as well as negative social impacts of activities are mentioned in both the Cost
Recovery principles and General Tax Supported Subsidies principles.

In the proposed policy, discussion of non-financial costs and benefits (e.g., social, environmental, and
economic) is more explicitly tied to the balance between individual and societal benefits, rather than the
calculation of costs.

The revised policy contains an “Ability to pay” principle, with a requirement to include a consideration
and analysis of subsidy options in the “Procedure” section.

Many of these policy statements were identified as procedural in nature, and have been removed from
the policy, or included in the “Procedure” section.
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Revisions in the proposed policy

iii) Licenses, Permits and Approvals — Licenses, permits and approvals constitute
permission granted by the municipality allowing property owners touse their property in the Licenses, permits and approvals remain in the policy within the “regulatory charges” type of fee.
specified manner. This category replaces the Regulatory Good category in the 1995 User
Fees Palicy; or

2) User Fees are only appropriate where The City is willing and able to exclude customers for non- Retained in 2.3(b)
payment in a way that is both legally and administratively feasible—as-wel-as-socially-desirable.

3) No User Fee should be applied without a full consideration and analysis of subsidyoptions. Retained in Procedure 6.3.4 as “User fees will include consideration and analysis of individual subsidy
options based on users’ ability to pay”
Pricing Methodology

4) Each user fee should be supported by a pricing methodology for calculating the userfees. Fhe-
" i .. aa¥a afa¥alallaTa \/ 'l' O an alal N i 0 a l- - O - alal - aya ) - 000040 a Retained in Procedure 6-3-3

5) Pricing of user fees should conform to the Municipal Government Act and any otherrelevant
legislation. Clarified in the “Legislative Authority” section.
All Goods and Services

6) The methodology for calculating prices for all goods and services should consider:

a) an estimate of the full cost of producing the good or service. The full cost ofproducing the Retained in 6.3(1) and “Definitions”
good or service will include:

i) all direct and indirect operating costs;

i) all capital costs. The capital costs include amortization of any debt,depreciation Included in Definitions (e) “Future costs”.
and lifecycle costs and a return on capital;
i) estimates of environmental and social costs; and Moved to section on societal benefits and costs.
User Fees and Subsidies Policy Page 4 of 11
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d) an estimation of the value of the societal benefit associated with the consumptionof the good Societal benefit discussed in 6.3.2
or service,

h) identification of differential pricing strategies. Differential pricing strategiesinclude: Differential pricing discussed in 6.3.3(a) and “Definitions”
) peak-load pricing; Definition of differential pricing includes “time of use”.
il | ricing:

- I ion:

. . , Definition of differential pricing includes “customer characteristics”.
iv) pricing based on customer class;

Differential pricing in 6.3.3(a)

i) therationalefordifferentialpricing- Acceptable rationales for differential pricingare cost
differentials, demand management practices, standard-business-practices{e-g—
revenue/profitmaximization) and differentials in the societal benefit; and

Detail on procedures to change fees in 6.1

a) full cost recovery, including capital depreciation; 6.3.3(b)
b) profit maximization pricing strategy where legally permitted; and

C) dlfferentlal prlcmg to different customer classes pameum%wher&mes&mﬂeeﬁhe—standa#d— Differential pricing in 6.3.3a includes "customer characteristics
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General Tax Support for Partially Tax-Supported Goods and-Services Revisions in the proposed policy

subael-)ethaueﬂeets an estlmate of the vaIue of the societal beneflt The sometal beneflt and
corresponding tax support should be determined such that:

i) the societal benefit represents the environmental, social and economic external benefits

assouated W|th consumpuon of the good or serv|ce_as_def.|.ned-by_t.he4£_pghey_gea.ls_ This level of detail is removed and relies on 6.3.2 and 6.4 as to how Administration should be
ot considering societal benefit.

----- —

i) the tax-supported subsidy will be presented as a range to allow flexibility between Retained in 6.4.2(a)
review periods. %@s&ethemnseqest#ted—thts—wb&dy—she&ld—b&pmsented—nmpm&eﬁ

Municipal residence is included as an example in the definition of differential pricing.

a) deviation from full cost recovery for licences, permits and approvals in situationsthat involve Discussed in 6.3.3(c)
the epr|C|t encouragement or dlscouragement of speC|f|c actlvmes A—tutl—analyss—eleta#mg—
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Tax-Supported-Subsidies for Individuals Revisions in the proposed policy

Included in 6.3.4 as “User fees will include consideration and analysis of individual subsidy options

10) User fees should be accompanied by a documented strategy for subsidies to qualified based on users' ability to pay”.

individuals. This strategy should include:

a) identification of any individual subsidies which may apply to the goods or service—and-whether

Statement remains in 6.3.4(a) without explicit reference to a policy that has been rescinded.

b) the criteria for receiving an individual subsidy and identification of the applicationprocess for

Irelcelgvl_nl g aEn '.ndG'VIdl ual SSUb; S; _|d5 yl Policv:and Statement remains in 6.3.4(b) and this requirement can be met by the programs or policies that are in
’ place at the time.

Palicy review is no longer embedded in the policy itself but is guided by the Council Policy Program
(CCO046).

Policy goals for assessing societal benefits are no longer embedded exclusively in user fee policy.

. L Administration still has a requirement to consider societal benefits through principle 1.3(b) within the
. “Policy Statement”, 2.3 in the “Purpose”, 6.3.2 in the “Procedure”. Aligning the analysis of societal
benefits to The City’s long-term social, environmental and economic policy goals is a requirement of
6.5(b) of the proposed policy, but Administration recommends that those policy goals no longer be
. . embedded within this policy. Administration will continue to use internal assessment tools that rely on the
Ensure-land stewardship-& protection 12 policy goals and update those tools in alignment with the ongoing review of the Triple Bottom Line

policy.

© N ®» dn EE SIS
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PROCEDURES & RESPONSIBILITIES

Council will approve:

o all user fees as part of the Business Planning and Budget Cycle process.

Administration will be responsible for:

¢ recommending user fees based on the relevant pricing methodology; and

o developing pricing methodologies for user fees for those goods and services thatthey provide.

DEFINITIONS OF TERMS

Amenity-based-prcing Bﬁ as_||_ng pree el" the-amenities _eﬁe Hained “;'t '"I' eﬁae_ll'l s

- : : Lot : lucing
good.
Capital-cost
Cost Any-resodrcereguired-to-engagein-an-activity:
; I N : I I dentifiabl
| : .

Differential pricing/Market Fhe-practice-of-setting-different-prices-for-different-

the consumers-

Direct costs
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Revisions in the proposed policy

These details are further outlined in the “Procedure” section. Removal of self-references to policy and
policy amendments.

Additional “Procedure” regarding Council’s approval and delegation of fee setting, as well as the basis
for all fees that Administration will recommend to Council.

Further outlined in “Procedure” sections 6.2, 6.3 and 6.4.

“Definitions” section reviewed to reflect terms used in the proposed policy.

“Cost” means any adverse impact to the financial position of The City, or the social, environmental, or
economic position of society at large derived from an individual’s consumption of a good or service.

“Differential pricing” means setting different prices for the same good or service based on customer
characteristics, time of use, municipal residence, or other factors.

“Direct costs” means financial costs that are incurred exclusively to provide or maintain a specific good
or service. If The City did not provide the specific good or service, these costs would not exist.



Indirect costs

Individualh-targeted
subsidy/Hndividual-tax

support

Approvals
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A subsidy that reduces the price of a good or service for
individuals that meet specific criteria.
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Revisions in the proposed policy

“Indirect costs” means financial costs incurred for support activities required to provide or maintain
multiple goods or services but cannot be assigned to a specific good or service. Indirect costs
represent the impact providing a specific good or service has on the overall capacity of a business
unit.

“Overhead costs” means financial costs for the executive, administrative and support functions used
by all goods and services.



L oric

Pricing Methodology

Societal Benefit

User fee
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The general process and criteria used in determining the
price of a good or service.

Aphee tlnat_lsEset with-the-goal-of genela_ltlng. the-highest

. e : i

A benefit to society at large that is derived from an
individual's consumption of a good or service. These

benefits can be external economic, environmental or social

benefits.

he portion_of product] hat | | throual
taxes-or-otherrevenue-sourcesratherthan-by-the-sale-of

A payment charged in exchange for a good or service
provided by the government.
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AMENDMENTS Revisions in the proposed policy

2010 revision-policy number change from FCS013 to CFO010 due to department
reorganization.

PFC2012-16-The key changes from the 2008 policy are the addition of a new economicpolicy goal
for better alignment with Council’s Fiscal Plan for Calgary (C2011-65) and The City’s Triple Bottom
Line (TBL) Policy (LUPP003, EM003, CS003), the revision of the wording for the 9" economic policy
goal to more closely align with Council’s Fiscal Plan for Calgary and The City’s TBL Policy, as well as
the renumbering of the existing 10" and 11" policy goals to accommodate the new policy goal.
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