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STAFF REPORT
SUBJECT:  
Ordinance amending fees related to permits and land development. 
SUMMARY:

In the past two budget years, DDES has utilized a flat fee structure for most of its permits in order to make permit costs more equitable and predictable for permit-seekers.   The transition to the flat fee structures was accomplished through fee ordinances for both the 2011 and 2012 budget years.  Neither fee ordinance contained revisions to the construction value-based fees for building plan review and inspections.

In order to achieve full cost recovery in 2013, DDES is proposing a fee ordinance (2012-0392) as part of this budget request.  Adoption of that proposed ordinance would be required to provide for the programmatic and staffing levels that DDES has requested.  The proposed ordinance represents a COLA-based fee adjustment, to increase permit fee revenue from $10.9 million in 2012 to $11.3 million in 2013 (total additional revenues of $385,758 per year).  An overview of the proposed fee revisions are outlined below. 

Effect by Permit Types

Based on projected annual application volumes, the proposed fee changes would lower total permit fees for 45 percent of projects, and increase fees for 50 percent of projects.  Five percent of applications would have no change in fees.  

The proposed fee changes would decrease permitting costs for most small residential projects (exclusive of residential basic building permits) and increase costs for most for larger and more complex commercial projects, as shown on the following table.  
	
	2012 Fee
	2013 Fee
	$ Change
	% Change

	Residential Sprinkler System - 10 Heads
	 
	 
	 

	Permit Administration Fee
	               225 
	                 75 
	 
	 

	Permit Issuance Fee
	               225 
	                    - 
	
	 

	Review, 1 riser
	               340 
	               376 
	
	 

	Review, 10 heads
	                 20 
	                 20 
	
	 

	Inspection, 1 riser
	               510 
	               564 
	
	 

	Inspection, 10 heads
	                 43 
	                 47 
	
	 

	5% Surcharge
	                 68 
	                 54 
	
	 

	Total
	 $        1,431 
	 $        1,136 
	 $         (295)
	-20.6%

	Residential Mechanical Permit - STFI Only
	 
	 
	 

	Permit Administration Fee
	               111 
	                 75 
	 
	 

	Permit Inspection Fee
	               184 
	               188 
	
	 

	5% Surcharge
	                 15 
	                 13 
	
	 

	Total
	 $            310 
	 $            276 
	 $            (34)
	-10.8%

	Residential Remodel - $100,000 Construction Value
	 
	 

	Permit Administration Fee
	               225 
	                 75 
	 
	 

	Permit Issuance Fee
	               225 
	                    - 
	
	 

	Zoning/Site Condition Review Fee
	               340 
	               376 
	
	 

	Building Plan Review Fee
	               646 
	               753 
	
	 

	Mechanical Plan Review Fee
	               133 
	               141 
	
	 

	Building Inspection Fee
	               994 
	           1,158 
	
	 

	Mechanical Inspection Fee
	               184 
	               188 
	
	 

	Erosion Control Inspection Fee
	               112 
	               124 
	
	 

	5% Surcharge
	               143 
	               141 
	
	 

	Total
	 $        3,002 
	 $        2,955 
	 $            (46)
	-1.5%

	Residential Grading Permit < 0.2 acres
	 
	 
	 

	Permit Administration Fee
	               111 
	                 75 
	 
	 

	Grading Permit/Inspection Fee
	               425 
	               470 
	
	 

	5% Surcharge
	                 27 
	                 27 
	
	 

	Total
	 $            563 
	 $            572 
	 $                9 
	1.7%

	Custom Single Family Dwelling - $300,000 Construction Value
	 
	 

	Permit Administration Fee
	               317 
	                 75 
	 
	 

	Permit Issuance Fee
	               317 
	                    - 
	
	 

	Zoning/Site Condition Review Fee
	               714 
	               789 
	
	 

	Engineering Review Fee
	               714 
	               789 
	
	 

	Building Plan Review Fee
	           1,374 
	           1,599 
	
	 

	Mechanical Plan Review Fee
	               133 
	               141 
	
	 

	Building Inspection Fee
	           2,114 
	           2,458 
	
	 

	Mechanical Inspection Fee
	               184 
	               188 
	
	 

	Erosion Control Inspection Fee
	               231 
	               255 
	
	 

	Engineering Inspection Fee
	               510 
	               564 
	
	 

	5% Surcharge
	               330 
	               343 
	
	 

	Total
	 $        6,938 
	 $        7,201 
	 $            263 
	3.8%

	Custom Single Family Dwelling - $500,000 Construction Value
	 
	 

	Permit Administration Fee
	               317 
	                 75 
	 
	 

	Permit Issuance Fee
	               317 
	                    - 
	
	 

	Zoning/Site Condition Review Fee
	               714 
	               789 
	
	 

	Engineering Review Fee
	               714 
	               789 
	
	 

	Building Plan Review Fee
	           2,102 
	           2,445 
	
	 

	Mechanical Plan Review Fee
	               133 
	               141 
	
	 

	Building Inspection Fee
	           3,234 
	           3,758 
	
	 

	Mechanical Inspection Fee
	               184 
	               188 
	
	 

	Erosion Control Inspection Fee
	               231 
	               255 
	
	 

	Engineering Inspection Fee
	               510 
	               564 
	
	 

	5% Surcharge
	               423 
	               450 
	
	 

	Total
	 $        8,879 
	 $        9,454 
	 $            575 
	6.5%

	Basic Single Family Dwelling - $250,000 Construction Value
	 
	 

	Permit Administration Fee
	               111 
	                 75 
	 
	 

	Erosion Control Inspection Fee
	               194 
	               214 
	
	 

	Engineering Inspection Fee
	               510 
	               564 
	
	 

	Building Inspection Fee
	           1,834 
	           2,133 
	
	 

	Mechanical Inspection Fee
	               184 
	               188 
	
	 

	5% Surcharge
	               142 
	               159 
	
	 

	Total
	 $        2,974 
	 $        3,333 
	 $            358 
	12.0%


Permit Intake and Issuance Fees

In addition, this proposed budget includes revision to administration fees for all permits.  These fees are currently charged at application intake and/or permit issuance, and currently range from $111 to $961. The Executive proposes to charge a one-time, uniform fixed fee of $75 when a permit application is submitted. The expected level of revenue is decreased by $606,567.

Building Plan Review and Inspection Fees

The proposed increases to the building permit review and inspection fees are the most substantive.  The current building and inspection fees charged by DDES reflect a 1997 construction-value rate table contained in the Uniform Building Code, which is no longer used in Washington State.  As with other other local jurisdictions, DDES now uses a fee valuation table contained in the International Building Code, which has been the “base” code used in the state since 2007.  However, the DDES fee remains set at 65 percent of the rates shown on the construction-value tables.  As a result, current DDES fees for building plan review and inspection are substantially lower than the fees charged by the three major cities (Issaquah, Renton and Bellevue) on the eastside of the county.  
Because the current DDES fees do not reflect the sixteen years of inflation that are built into the new valuation tables used by other jurisdictions, the proposed building plan review and inspection fees represent some of the more substantive increases of the proposed ordinance.  Council staff notes that the proposed building plan review and inspection fees would only rise to the middle of the range of fees adopted by these jurisdictions, higher than Issaquah, but lower than Bellevue and Renton (see Exhibit 2, below).   More importantly, the Executive states that the current DDES fees are lower than DDES’s cost of providing these services.  
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All Other Permit Application Fees

DDES proposes raising all other fees to cover inflationary cost increases and offset the fee reduction resulting from consolidation and simplification of the permit administration fees. 

ANALYSIS:
Increase to Residential Basic Permit Fees

In discussions with Council staff, stakeholders such as the Master Builders Association (MBA) indicate that an area of concern is the proposed 12 percent increase to Residential Basic Permits fees.   These permits are for single-family residential structures, which are based on building plan that will be utilized repeatedly throughout a development, with no variations (beyond cosmetic) requiring additional structural review. 

The stakeholders had earlier asked for consideration of a time limit on the proposed increase for this type of permit that would be the earlier of two years, or until DDES has conducted a Lean exercise to identify potential efficiencies and the Council adopts a permanent fee revision reflecting the outcome of the Lean exercise.  In recent discussion, the stakeholders clarified that the need to continue to find ways to improve efficiencies at DDES was their primary goal and that they would no longer take position on their earlier suggested time limit of two years for these types of fees.
Option 1:
Direct staff to draft a proviso for the DDES budget to conduct a Lean exercise on the Basic Residential Permit process.

Option 2:
Direct staff to draft an expenditure restriction for an amendment to

Proposed Ordinance 2012-0392 that would place a time limit on the fee increase related to Residential Basic Permits (i.e. the increased fee to expire after December 31, 2014 and the current 2012 fees would become effective again in 2015), or until these fees are either revised or made permanent by Council to reflect the outcome of the DDES Lean exercise required in Option 1.

Option 3:
Keep the DDES budget open, contingent on approval of Proposed Ordinance 2012-0392 as proposed.

Option 4:
Approve the DDES budget, contingent on approval of Proposed Ordinance 2012-0392 as proposed.

Subsequent to the Week 2 Public Safety and Physical Environment Panel meeting, the following questions were asked. Staff follow up is provided below. 

Increases to Building Plan Review and  Inspection Fees

1. What was the cost basis for the current fees and the factors driving the proposed increases?
The Executive reiterated that the current building and inspection fees are based on valuation of construction, and that the current County fee table reflects rates from the 1997 Uniform Building Code.  The Executive also noted that current staff does not know what the underlying logic or calculations of the industry standard fee amounts might have been in 1997, but as a result County fees are currently the lowest of any jurisdiction in King County.

This proposal makes King County fees closer to the fees charged by Bellevue, Renton, and Issaquah—in fact, it would make the County’s fees mid-range for the building inspection.  

Two additional factors drive the fee increase: (1) COLA for wages and benefits and (2) re-balancing the overhead recovered from different project types.  Regarding the second factor, the Executive states rebalancing the overhead will improve fee fairness and simplicity.  Small projects such as fire permits, home mechanical permits, and remodels are paying disproportionately high amounts of indirect and overhead costs, while larger permits for basic (repeated home design) permits, large commercial, and very large homes are paying disproportionately low amounts of indirect and overhead costs.  

The proposed fees shift indirect and overhead cost recovery from small to large projects—making the overhead allocation more proportional to direct costs for all permit types.  So far this year, 1,100 small project permit fees would go down under the new fees and 200 basic permit fees would go up.

2. Can the building inspection component of the permit increases be reduced? 

Yes, resulting in the reduction of staff to perform inspections. Building inspection fees are set using two factors: 1) an annual cost analysis based upon the average actual time required to complete inspections and 2) fee tables in the building code that set charges based in part on value of improvements. 

3. Can we reduce the number of hours of inspection time, number of visits?

Currently, building inspection fees are fixed, and do not rise or fall based upon how many inspections occur and how long they take to complete.   A mandated reduction in the number and length of inspections could translate into a lower fee.  However, the potential consequence of such time limits would be to put the County in the position of being unable to conduct all necessary inspections to ensure that buildings are constructed in a safe manner.   The reduced inspections translate into increased liabilities to the County.  In order to reduce these liabilities, a simple fee reduction is all that would be necessary.

4. What is the impact of such a reduction? 

The cost basis analysis supports the need for an increase.  A reduction of the level of increase will result in an inability to cover its legitimate costs.  The reduction will likely force DDES to cut staff.  This staff reduction will translate into longer waits for inspections, thereby causing project delays.

5. What types of building inspections are conducted during construction and which of them (if any) go beyond what is required by the building code?  

All inspections conducted by DDES building inspectors are required by International Building Code section 110.3 as adopted and revised by KCC 16.02.410. Each inspection type is listed below with the corresponding Code citation.   There are five building inspections typically required for a new house (bolded text). Commercial building require more due to complexity and phasing.

NEW HOME REQUIRED INSPECTIONS

· Footing and foundation inspection - IBC 110.3.1

· Concrete slab and under-floor inspection - IBC 110.3.2

· Frame inspection - IBC 110.3.4

· Energy efficiency inspections- IBC 110.3.7 & State Energy Code

· Final inspection - IBC 110.3.10

· Pre-construction - IBC 110.2

· Lowest floor elevation – IBC 110.3.3

· Lath and gypsum board inspection - IBC 110.3.5

· Fire- and smoke-resistant penetrations - IBC 110.3.6

· Other inspections - IBC 110.3.8

· Special inspections - IBC 110.3.9

There are qualifications regarding two of the inspection types. 
1) Energy inspections, while required, are lower in priority as they are not life/safety inspection, so occasionally DDES may waive that inspection. The Energy Code requires several sub-inspections which DDES inspectors do not conduct.
2) The Code section for Other Inspections provides the department discretion to require additional inspections for unusual construction such as foam walls or straw bale. The need to conduct these special inspections comes up very rarely. 

BACKGROUND:

The permit review function of DDES is required to be self-sustaining, in other words, it does not get General Fund money to support that function.  That has been the case since 1999.  Up to that point, General Fund support was provided ranging from 5 to10 percent of the total permit revenues.
In the past, local jurisdictions typically provided subsidies in the range noted above, with several cities such as Seattle, Bellevue and Kirkland providing higher subsidies (Kirkland provided up to a 60 percent subsidy).  This was done in large measure to encourage development activities within their respective jurisdictions.  

Due to economic constraints, fewer cities are offering subsidies.  The jurisdictions which continue to do so are the larger cities or those experiencing or encouraging faster growth within their boundaries.  However, the higher level of subsidies, such as for Kirkland, have been somewhat reduced.

REASONABLENESS:

The proposed ordinance is intended to allow for full cost recovery by DDES for development-related services, in keeping with the long-standing County policy of not providing public subsidies for the review of development proposals.  The proposal to cover inflation-based cost increases would appear to be a reasonable business and policy decision.  

INVITED:
Dwight Dively, Director, Budget and Strategic Planning

John Starbard, Director, Development and Environmental Services
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