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PREPARED BY:
Rick Bautista 
STAFF REPORT
SUBJECT:
This ordinance would revise fees charged by the Department of Development and Environmental Services.

SUMMARY:


Proposed Ordinance 2002-0515 makes a number of revisions in the department’s fee schedule.  
The most significant single revision would be to a “multiplier” clause contained in KCC 27.02.066.  This code section currently allows a 10% increase of the fees initially adopted under Ordinance 13332.  The executive proposal would delete the current text and would provide for three consecutive annual increases (for the “fees authorized by this ordinance”) of 5% per year at the beginning of the years 2003, 2004 and 2005.  For 2003, the 5% increase above the current fee level will generate additional revenues of $1,319, 849.
The remaining revisions would add new surcharges and fees and would make several significant changes to the fee structure used by the department.  These changes include, but are not limited to:

· Creation of a new surcharge of the cost of a permit totaling 1% of the permit fee to fund two code development FTEs.  

· Elimination of a permit fee subsidy for agricultural uses and structures in the Agricultural Production District and for smaller (less than 1000 square feet) residential additions, remodels and decks.  

· Elimination of the 50% credit of pre-application fees to permit application fees.  

· Increasing counter service fees due to re-categorization of submittals for as-built construction, basics, and basic accessories and lot line adjustments.  

· Increasing building permit review fees from the current 70% of the fees recommended by the International Conference of Building Officials (ICBO) to100%.

· Increasing the sending site certification fee for the Transfer of Development Credit Program from a $550 flat fee to an hourly fee.

· Converting fees for Fire Code review from flat fees to hourly fees.

· Reducing the time allowed for payment of invoice before assessment of late payment penalties from 30 to 15 days.
NOTE:  If the 5% multiplier clause and the other new and restructured fees are approved, the executive estimates that the overall revenue increase for 2003 will be $3,074,904.
	Revenue increase from fee restructure:
	Total
	  1,755,055 

	Revenue increase from across the board 5% annual increase
	Total
	1,319,849

	TOTAL 2003 Revenue Increase
	3,074,904


DISCUSSION and ANALYSIS

As transmitted, Proposed Ordinance 2002-0515 appears to have several technical problems.  

The first technical problem is that the proposed revision to “multiplier” (Section 4 of the ordinance) eliminates a reference to Ordinance 13332.  Elimination of the reference would mean that the 13 code sections (listed below) originally authorized by Ordinance 13332 and not contained within the proposed ordinance, would not be subject to the 5% increase proposed on January 1, 2003 and the two subsequent years BUT would also revert back to the levels first authorized by the initial adoption of Ordinance 13332 (i.e. 10% less than the current level).  Staff doubts that this was the intent since this would likely represent a significant reduction in revenues.  NOTE:  The department has been apprised of this issue and can determine what the exact revenue reduction would be.  

Missing Sections

KCC 27.10.030

KCC 27.10.080

KCC 27.10.120

KCC 27.10.130

KCC 27.10.180

KCC 27.10.210

KCC 27.10.220

KCC 27.10.230

KCC 27.10.360

KCC 27.10.390

KCC 27.10.450

KCC 27.10.460
KCC 27.10.500
The second technical problem revolves around the proposed new 1% surcharge of the cost of a permit to fund two code development FTEs (Section 3 of the ordinance).  The provisions of RCW 82.02.020, below, limits what activities can be funded by permit fees.  Staff has reservations about the use of permit fees for code development.  NOTE:  The surcharge would provide approximately $260,000 per year.  

RCW 82.02.020
State preempts certain tax fields -- Fees prohibited for the development of land or buildings -- Voluntary payments by developers authorized -- Limitations -- Exceptions.
Except only as expressly provided in chapters 67.28 and 82.14 RCW, the state preempts the field of imposing taxes upon retail sales of tangible personal property, the use of tangible personal property, parimutuel wagering authorized pursuant to RCW 67.16.060, conveyances, and cigarettes, and no county, town, or other municipal subdivision shall have the right to impose taxes of that nature. Except as provided in RCW 82.02.050 through 82.02.090, no county, city, town, or other municipal corporation shall impose any tax, fee, or charge, either direct or indirect, on the construction or reconstruction of residential buildings, commercial buildings, industrial buildings, or on any other building or building space or appurtenance thereto, or on the development, subdivision, classification, or reclassification of land. However, this section does not preclude dedications of land or easements within the proposed development or plat which the county, city, town, or other municipal corporation can demonstrate are reasonably necessary as a direct result of the proposed development or plat to which the dedication of land or easement is to apply…..

…. Nothing in this section prohibits cities, towns, counties, or other municipal corporations from collecting reasonable fees from an applicant for a permit or other governmental approval to cover the cost to the city, town, county, or other municipal corporation of processing applications, inspecting and reviewing plans, or preparing detailed statements required by chapter 43.21C RCW.
In addition to the technical problems noted above, members have expressed concerns relative to other portions of the proposed ordinance.

The first is the provision for subsequent automatic 5% increases at the beginning of years 2004 and 2005.  Members have noted that the executive recently announced an executive audit and the creation of a task force to review many aspects of DDES operations, including possible substantial changes to permit fee schedules.  This audit and task force review is anticipated to result in both operational and fiscal recommendations to the executive in the Spring of 2003.  The members questioned moving forward with the automatic fee increases for 2004 and 2005, in light of possible fee-related recommendations from the audit and task force review. NOTE:  The elimination of the automatic increases for 2004 and 2005, result in a revenue reduction of $1,319,849 and $1,385,842, respectively.  

The second concern has been about the level of current fees and members have expressed doubts as to whether higher fees will result in improvements to performance measures.  A detailed response to this particular concern is contained in the week 2 staff report for the CB Panel.
The third relates to proposed reserve accounts.  The department financial plan appears to indicate that, at least for 2003, a significant portion ($3,020,000) of the additional revenues generated by the proposed ordinance would be allocated towards the building of reserves for future staff reductions, revenue shortfalls and technology.  Allocation towards the reserves would leave little of the new revenue to fund the day-to-day permitting activities of the department. 

The fourth is the proposed elimination of the subsidies for use and structures in the APD and smaller residential additions, remodels and decks has been of concern to several members.  Historically, the council has been highly supportive of reducing these costs as an incentive to property owners in the APD to farm and to residential property owners, as a public safety issue, to obtain permits that they may otherwise try to avoid due to costs.   In addition, it appears that the King County Agricultural Commission may not have been aware of the proposal and will discuss the issue at their November 12th meeting.  NOTE:  The elimination of the subsidy produces a modest increase of revenue of approximately $84,000 per year.  

The fifth is the elimination of the 50% credit of pre-application fees towards applications is of concern to members.  Again, council has been supportive of this credit to encourage potential applicants to know what all the requirements are for development prior to proceeding and helping to avoid problems after application was made.  NOTE:  The elimination of this credit will generate approximately $28,000 per year.

The sixth is the shortening of the payment period (from 30 to 15 days) before charging of a late payment penalty.  NOTE:  Although it is assumed that this will result in additional revenue, the exact amount has not been determined.

AMENDMENTS
Striking amendment (S-1) would add a temporary (6 month) increase of 5% to the current 10% multiplier of all the fees authorized by Ordinance 13332, not just to those fees included in the executive-proposed version of the ordinance. 

The other new fees, surcharges and structural revisions (i.e. conversion from flat fees to hourly rates), as well as, other procedural changes proposed by the executive are not included.  The issues that arise out of those proposed revisions will be discussed and addressed at such time that the council acts upon any recommendations stemming from the executive audit and task force review of DDES, which is expected to be completed in the Spring of 2003.
Lastly, the amendment would set a deadline for executive transmittal of any recommendations stemming from the executive internal audit and task force review of DDES.  It is anticipated that the audit and task force review would be completed in early spring of 2003.

The programmatic impact of the striker includes:

· No funding for two code development FTEs by way of a 1% permit fee surcharge.
· No funding for one code enforcement FTE through use of code abatement funds.  NOTE:  Use of the code abatement fund is a provision in Section 17 of Proposed Ordinance 2002-0518, which will be re-referred to the GMUAC for their 2003 Work Program.  An additional amendment to Proposed Ordinance 2002-0515 would be required to authorize use of the abatement funds.
· An overall reduction of proposed new revenues in 2003 of:
· ($659,924) - 5% for ½ year:   



· ($1,755,055) – No fee restructure:  

· ($2,414,979) – Total reduction*
*Based on the DDES financial plan, the reduced revenue result in a 2003 year end fund balance of $641,426 ($3,056,405 minus $2,414,979).

ATTACHMENTS:


1. Proposed Ordinance 2002-0515
2. Amendment S-1 (Hague)

3. Amendment T-1 (Hague)
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