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[bookmark: _Toc17276305][bookmark: _Toc111101638]Executive Summary

In 2010, the Department of Development and Environmental Services (now the Department of Local Services, Permitting Division) began reform of its financial processes and fees in order to improve customer service, lower the cost of permitting, and stabilize the agency’s financial condition after several years of declining permit activity and fee revenue. In January 2011, the Department replaced hourly charges with fixed fees for many application review services, increasing fixed fees from 30 percent to 74 percent of annual permit fee revenue. Fixed fee amounts were calculated based on the hours historically spent by staff processing each type of permit application, adjusted for anticipated process changes and efficiencies. These fixed fees were adopted in Ordinance 16959.[footnoteRef:2]  Ordinance 16959 also adopted a requirement that the Permitting Division provide annual reporting on the actual number of hours required by staff for each permit for which a fixed fee is charged.[footnoteRef:3] This report is provided to the King County Council pursuant to that requirement. [2:  Ordinance 16959 [LINK] ]  [3:  Ordinance 16959 [LINK]] 


From 2011 to 2014, the number of King County’s development permits with fixed fees increased to 100 percent of permits. King County continues to use this annual reporting to evaluate the planning assumptions used by the Division to set its fixed fee dollar amounts.

The operational and financial planning assumptions that have been used to establish the current fixed fees for permitting services have proven largely accurate in 2022:
· In total, actual application review time totaled 101 percent of total projected review time.
· Generally, the actual average staff time to process most permit applications is within one hour of the projected level of effort.

While no fee changes are recommended based on the findings contained in this report, the Permitting Division is evaluating the need for fee increases in response to inflationary pressures and the desire to improve overall efficiency in service delivery.  Division and Department of Local Services leadership look forward to discussing this in more detail during the biennial budget process.  



[bookmark: _Toc111101639]Background

Department Overview: The Department of Local Services provides infrastructure and land use planning services to the residents of rural and urban unincorporated King County. The Permitting Division of the Department of Local Services processes, reviews, and issues land use and building permits for development in the unincorporated area. The Division’s primary revenue source is derived from permit fees.

Key Historical Context: In 2010, the Department of Development and Environmental Services [now the Department of Local Services, Permitting Division] began reform of its financial processes and fees to improve customer service, lower the cost of permitting, and stabilize the agency’s financial condition after several years of declining permit activity and fee revenue. In the years prior to reform, the Department charged its customers by the hour for many services. This made fee costs unpredictable for its applicants and fee administration expensive for the Department. Moreover, staff performance was measured by billable hours rather than timeliness of service.

Effective January 1, 2011, the Department replaced hourly charges with fixed fees for many application review services, increasing fixed fees from 30 percent to 74 percent of its annual permit fee revenue. Fixed fee amounts were calculated based on the hours historically spent by staff processing each type of permit application, adjusted for anticipated process changes and efficiencies. These fixed fees were adopted in Ordinance 16959. That ordinance also adopted a requirement that the Permitting Division provide annual reporting on the actual number of hours required by staff for each permit for which a fixed fee is charged.

Effective January 1, 2012, based on its early fee reform experience in 2011, the Department again replaced hourly charges with fixed fees for most permit inspection services, further increasing fixed fees from 74 percent to 93 percent of annual permit fee revenue. Effective January 1, 2014, fixed fees comprehensively replaced hourly charges for all permits and services initiated after that date.

[bookmark: _Hlk48745410]Key Current Context: The analysis conducted for the report and its findings assist the Permitting Division in fulfilling its obligation for financial stewardship, as directed by the Financially Sustainable guiding principle and efficient, accountable regional and local government goal of the King County Strategic Plan. As an agency that is primarily funded by permit fees, accurately and transparently setting fixed fee amounts is vital to matching permit fee revenues with the cost of providing permitting services.

Report Methodology: The findings in this report were compiled by Permitting Division staff using twelve months of labor data (January through December 2021) captured in the Division’s permit-tracking system. The report provides a framework for the on-going evaluation of fees and the potential basis for fee adjustment proposals but does not recommend actions based on that information.





[bookmark: _Toc111101640]Report Requirements

Ordinance 16959 requires the Permitting Division to provide annual reporting on the actual number of hours required by staff for each permit for which a fixed fee is charged. As required by that ordinance, this report compares the number of hours assumed for each type of permit when developing the fixed fee for each specific permit to the average of hours over the previous 12 months required to complete each type of permit. The findings are summarized in the following chart. The bars of the chart display the difference between the average hours per application type actually spent by Division staff and the hours projected by the budget and fee models in current use by the Division.
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· Negative amounts indicate that actual average staff hours were less than expected hours required to review the permit applications during the 12-month period.
· Positive amounts shown in the chart indicate that actual average staff hours exceeded the expected hours.

The following general observations about the accuracy of planning assumptions may be made:
· Each permit type in the 12-month sample group had actual average hours within (+/-) one hour of the expected number of staff hours per application type.
· For all application types in the 12-month period, actual total staff hours equaled 101 percent of total expected staff hours.
The following table provides additional detail.
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The exhibits on the following pages illustrate the raw data in the sample group. In the exhibit for each permit type, the blue bars depict the actual staff hours spent on each individual application, arrayed from the least to the most hours. The green line depicts the average of the actual hours spent. The red line depicts the expected staff hours per application. The distance between the red and green lines depicts the variance between the average actual and expected staff hours. In some charts, only the green line of the average actual hours is visible because it covers the red line of expected hours.
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[bookmark: _Toc111101641]Conclusion/Next Steps

All new permits are now subject exclusively to fixed fees. The methodology of correlating projected permitting volume to the projected staff hours required to process the work – which in turn informs the calculation of fixed fee amounts – is proving accurate and contributes to the predictability of financial requirements and outcomes for the Division.

The Department of Local Services and its Permitting Division is committed to ensuring the fairness and predictability of the fees it charges to its customers. While no changes to assumed staff hours for each permit type are recommended at this time based on the findings in this report, this reporting process provides a framework for the on-going evaluation of fees and the potential basis for fee adjustment proposals, should any be deemed necessary in the future.

[bookmark: _Toc111101642]Appendix A

King County Ordinance 16959, Section 49

“The department of development and environmental services[footnoteRef:4] shall provide a report to council relating to the actual number of hours required by department staff for each permit for which a fixed fee is charged. The report must compare the number of hours assumed for each type of permit when developing the fixed fee for each specific permit to the average of hours to complete each type of permit to which a fixed fee is charged. The report must cover the period of the previous twelve months. The report must be provided to the council by September 1 of each year, filed in the form of a paper original and an electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff and the lead staff for the environment and transportation committee or its successor.” [4:  Per King County Code 2.16.055.C., the Permitting Division of the Department of Local Services is the successor agency to the Department of Permitting and Environmental Review, which was the successor agency to the Department of Development and Environmental Services per Ordinance 17420.] 
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Cell Tower Antenna 134         858         761         (97)          6.4          5.7          (0.7)         89%

All Other 121         1,630       1,551       (79)          13.5        12.8        (0.7)         95%

Legal Lot 20           100         87           (13)          5.0          4.4          (0.6)         87%

New Single Dwelling 247         3,804       3,689       (115)        15.4        14.9        (0.5)         97%

Residential Sprinkler 197         433         419         (14)          2.2          2.1          (0.1)         97%

Critical Area Designation 419         1,760       1,753       (7)            4.2          4.2          (0.0)         100%

Boundary Line Adjustment 27           162         163         1             6.0          6.1          0.0          101%

Special Event 25           50           52           2             2.0          2.1          0.1          104%

Tank Installation 57           108         115         6             1.9          2.0          0.1          106%

Commercial Mech/Fire 102         408         443         35           4.0          4.3          0.3          109%

Residential Remodel 659         2,702       2,965       264         4.1          4.5          0.4          110%

Grading 100         1,340       1,389       49           13.4        13.9        0.5          104%

Commercial Remodel 63           668         707         40           10.6        11.2        0.6          106%
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