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STAFF REPORT
SUBJECT:
AN ORDINANCE that would increase the right-of-way construction permit fee schedule, special use permit fees, franchise application fees, and overlegal moving fees.  The ordinance would also establish a new fee for easement applications.  
SUMMARY:

The Executive’s proposed budget proposes to increase four categories of Real Estate Services (RES) fees and to establish one new fee.  Right-of-way construction permit fees have not been increased since 2005 and the other fees have not been increased since 2001.  All fee revenues go to the General Fund.

BACKGROUND:

The Real Estate Services (RES) fees proposed to be increased or established are:

· Right-Of-Way Construction Permit – Authorizes franchised utilities’ to accomplish specific projects for placement of pipes and/or poles within County road rights-of-way.  A one-time fee is charged for reviewing plans and coordinating the installation.  There are numerous types of permits with varying fees within this category.
· Special Use Permit – Allows RES to coordinate a variety of requests for private or public uses on portions of King County owned properties, if approved by the custodial agency (Wastewater Treatment, Parks, Transit, Roads, etc.).  Examples of uses include construction by an adjacent property developer; private property access across trails; restaurant decks over road rights-of-way; encroachments on undeveloped road rights-of-way; etc. The permit involves a processing fee that Real Estate Services retains and a land use fee based on current land value, sent to the custodial agency.  Real Estate Services also plans to actively enforce collections of special use permit fees for encroachments on county property.
· Franchise Application – This is a formal process for large and small utility companies or districts to obtain permission to install operate and maintain distribution facilities on county land or road rights-of-way.  Franchise agreements set parameters for construction permits (separate actions), liability, etc., and are usually long term agreements (i.e., up to twenty-five periods).  Franchises must be approved by Council through an ordinance.  Renewals and amendments require fees and a full application process.

· Easement Application – Easements are property rights granted to parties requesting such rights on or across county properties.  RES coordinates with the custodial agency to develop terms that protect the county’s interests.  The process generally involves legal description, area survey, negotiations of rights, and Council approval of an ordinance.  This is a new fee.
Update:  Note that the Executive’s proposed budget assumed significant increases in three overlegal moving fees.  (Overlegal moving permits are granted to companies moving very large and very heavy objects over county roads and bridges.)  The Facilities Management Division (FMD) has since learned that overlegal moving permit fees cannot be increased without state approval.  As such, these fee increases cannot be assumed in the budget.  As a result, the estimated increase in revenues is reduced by $88,050 from $472,550 to $384,550.  FMD indicates that it will find savings elsewhere within the RES budget.  Note that staff has drafted a budget proviso prohibiting expenditure of $85,000 from the RES budget unless the state approves the increase in fees.  These fees were omitted from the transmitted legislation, so a striking amendment is not needed.
ANALYSIS:

The Executive’s proposed budget proposes to increase four categories of fees and to establish one new fee.  Right-of-Way Construction Permit fees have not been increased since 2005 and the other fees have not been increased since 2001.  All fee revenues go to the General Fund.

The table below summarizes the fee increases.  Note that there are numerous types of right-of-way construction permits, so they are summarized here using representative figures as provided by the Office of Management and Budget (OMB), but a full list of all fee increases is shown as Attachment A to this staff report.  
Table 1

Executive’s Proposed Real Estate Services Fee Increases

	Type of Permit or Fee
	Current Fee
	Proposed Fee
	% Change

	Right of Way Construction Permit (various)*
	$100*
	$200*
	100%

	Special Use Permit
	$85
	$500
	488%

	Franchises
	$1,400
	$2,500
	78%

	Easements
	--
	$3,000
	(New Fee)

	*Representative of various fee increases within this category


As shown in Table 1 above, the fees are proposed to increase significantly – ranging from a 78 percent increase in franchise application fees to 488 percent for special use permits.  Executive staff’s explanation for the dramatic increase was that most of the fees have not been increased since 2001 and this is the first year that RES is attempting to use a full cost recovery model in determining its fees.  Executive staff also provided a comparative analysis of fees in other jurisdictions, which will be discussed later in this staff report.
Table 2 below shows the amount needed for cost recovery for the permitting unit, as provided by Executive staff.  OMB distributed the costs for the unit, including overhead, to each type of permit based on the level of effort associated with each type of permit.  The cost assigned to each type of permit was then divided by the estimated volume of permits in 2009 (shown in the table below) to arrive at the amount for full cost recovery.

Table 2

Executive’s Proposed Fees and Full Cost Recovery Rates
	Type of Permit or Fee
	2009 Estimated Units
	Proposed Fees
	Amount for Cost Recovery

	Right of Way Construction Permits*
	2,400
	$200
	$196***

	Special Use Permits**
	282
	$500
	$802

	Franchise Fees
	5
	$2,500
	$18,346

	Property Easements
	5
	$3,000
	$13,695

	*Representative of various fee increases within this category.

**Additional revenue based on proposed fee increase and increased enforcement of encroachments yielding more estimated units in 2009.
***Updated by Office of Management and Budget 


Comparing the full cost recovery rates for each fee or fee category to the proposed fee shows that the fees are generally below the amount RES estimated as representing the full cost of processing the permit or application.  The only exception is the right-of-way construction permit fees, which are proposed at the full cost recovery rate provided by RES.  (As noted previously, OMB provided the volume estimates, fees, and costs shown in the chart and they are meant to capture the full list of right-of-way construction fees included in Attachment A to the staff report.  These fees range from $120 to $450.)  
Council staff has previously reported to the panel that the full cost recovery rate for the right of way construction permits was $127 – lower than the proposed fees for 2009.  Executive staff recently reviewed the cost recovery model and determined it could allocate a greater share of Prosecuting Attorney’s Office costs to permitting activities, which generate the majority of legal work on behalf of Real Estate Services.  As a result, the cost recovery rate was increased to just below $200.
Table 3 below shows the additional revenues to be generated as a result of the fee increases.  Given the large volume of expected right-of-way construction permits, this permit is expected to generate the most additional revenue at $240,000.  

Table 3

Executive’s Proposed Fees and Estimated Units
	Type of Permit or Fee
	2009 Estimated Units
	Current Fees
	Proposed Fees
	Additional Revenue From Increased Fees

	Right of Way Construction Permits*
	2,400
	$100
	$200
	$240,000

	Special Use Permits**
	282
	$85
	$500
	$124,000

	Franchise Fees
	5
	$1,400
	$2,500
	$5,500

	Easements
	5
	--
	$3,000
	$15,000

	Total Additional Revenue Generated by Increase in Fees
	$384,550

	Total Revenue Projected With All Fees
	$654,450

	*Representative of various fee increases within this category.

**Additional revenue based on proposed fee increase and increased enforcement of encroachments yielding more estimated units in 2009.


The total revenue to be generated in 2009 by all RES fees is estimated at $654,450, with $384,550 in additional revenues compared to 2008.  Again, all revenues generated by these fees are General Fund revenues.
Other Jurisdictions’ Fees:
Executive staff provided the following market analysis to support the proposed fee increases.  
Table 4

Permit Fees in Other Jurisdictions
	
	Right of Way Construction Permit
	Special Use Permit
	Franchise Fee
	Easement Fee

	Current King County
	$100 flat fee
	$85 flat fee
	$1,400 flat fee
	No fee

	Proposed King County
	$200 flat fee
	$500 flat fee
	$2,500 flat fee
	$3,000 flat fee

	Snohomish County
	$390 application fee + costs
	$125 to $665 fee + costs
	$500 application fee + costs
	$500 application fee + costs

	Pierce County
	$100 for utility in good standing

Up to $600
	$630 flat fee
	$500 application fee + costs
	No information

	Multnomah, OR
	$190 application fee + costs
	$160 + costs
	No information
	No information

	Orange, CA
	$65 application fee + $1,000 deposit
	$65 to $291 fee + costs
	No information
	No information

	Seattle
	$375 flat fee
	$176 flat fee
	No information
	No information

	Bellevue
	$336 flat fee
	$135 per hour
	No information
	No information

	Spokane
	$100 flat fee
	$250
	No information
	No information


The proposed right of way construction permit fee of $200 is higher than fees in Orange County and the city of Spokane, but lower than the Snohomish County, Seattle, and Bellevue fees.  Also, while the proposed $200 application fee is comparable to Multnomah County’s application fee, Multnomah County also charges applicants for additional associated costs.
The Executive’s proposed $500 special use permit fee is higher than Spokane’s fee, but lower than Pierce County’s fee, and it appears to fall in the range of Snohomish County’s special use permit fees.  However, it is difficult to compare the $500 fee to Multnomah County and the city of Bellevue, which set low application fees, but charge for additional costs.
It is difficult to compare the proposed easement fee of $3,000 to other jurisdictions’ fees.  Information on easement application fees was provided only for Snohomish County, which charges a much lower application fee of $500, but charges for additional costs.

REASONABLENESS:

The proposed 2009 revenues for Real Estate Services would increase by $384,500 – a 142 percent increase over the 2008 adopted budget – assuming the fee increases proposed by the Executive.  Based on the updated cost recovery model and general comparability to other jurisdiction fees, it would be a reasonable and prudent business decision for the committee to act on this legislation.
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