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Fleetwood opened the public hearing on the Bridgeview Ventures application, and the
following person spoke:

Fred Wagner, Bridgeview Ventures, stated the site is urban and adjacent to critical
habitat. Development is currently restricted, but conditions can be amended or changed
through a public process. It’s also restricted by the City’s wetland ordinance. They have no
place to do anything with this property, and it's better served to be in the public realm.
There is a deer trail through the property. The property is one-quarter of the entire site,
with an assessment of approximately $70,000.

Hearing no one else, Fleetwood closed the public hearing.

Weimer moved to approve the recommendation regarding the Bridgeview
Ventures, LLC application. He asked if any of it is jurisdiction of the City’s shoreline master
plan. He asked the criteria for being able to apply for this designation.

Fleetwood stated a potential trail linkage is a huge public benefit.

Nelson stated he disagrees. The trail already exists. Trail access exists. Wahl
stated the trail is on the opposite side of the creek. This would be another trail. It would go
along the north side of the creek, and tie together the businesses along that area. If there
were access, there would be access to a place where one could cross the creek. This access
would be closest to the Fairhaven business district.

Nelson stated he’s concerned about a trend of putting required buffers in open
space. Restrictions could change, but the owner could also remove the property from the
open space designation. There’s no reason to change the taxation level.

The motion failed by the following vote:
Ayes: Fleetwood (1)
Nays: Weimer and Nelson (2)

Fleetwood opened the public hearing on the Nelson application and the following
person spoke:

Jeff Nelson, owner, stated the easement would be available for a minimum of 15
years.

Crawford asked why they should provide yet more access to an already-developed
trail system. Wahl stated this is to provide a trail to the loop around the developed trail.
It’s a different approach to Chuckanut Mountain.

Nelson moved to approve the recommendation regarding the Nelson application.
It’s more appropriate for the urban area.

Fleetwood asked how far into the property will the public access trail go. Wabhl
stated there will be public access just along the Nelson south boundary. The buffer is very
valuable. There isn’t a view of the entire property. The value is to the south side of the

property.
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Fleetwood stated he would like to see a trail to the portion of the field property
surrounded by trees at the northwest corner of the property. Jeff Nelson stated he will
provide access to the field and around the pond.

Wahl stated this arrangement is a good deal for the public for 15 years. However,
the public is not going to invest sums of money in temporary access arrangements. That's
what happened also at Clark’s Point. The City can’t spend money on private property.
These big ideas about public access are good, but there isn't a mechanism to support
investment of public funds in these properties without a perpetual arrangement.

The motion carried by the following vote:
Ayes: Weimer, Fleetwood, and Nelson (3)
Nays: None (0)

Weimer suggested a staff update on the process and tax implication of these
applications in the first quarter of 2010.

ADJOURN

The meeting adjourned at 10:50 a.m.

Jill Nixon, Minutes Transcription

The Council approved these minutes on , 2010.

ATTEST: WHATCOM COUNTY COUNCIL
WHATCOM COUNTY, WASHINGTON

Dana Brown-Davis, Council Clerk Seth Fleetwood, Council Chair
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The proposed ordinance establishes an Illicit Discharge, Detection, and Elimination program for Whatcom
County. This proposed ordinance is to comply with Section S5.C3 of Western Washington Phase II Municipal
Stormwater Permit which was issued to Whatcom County on January 17, 2007, in accordance with the State of
Washington Water Pollution Control Law (Chapter 90.48 RCW) and the Federal Water Pollution Control Act
(The Clean Water Act - Title 33 United States Code, Section 1251 et seq.). Staff has addressed comments from the
Washington State Department of Ecology and Whatcom County Planning and Development Services in preparing
this ordinance.

COMMITTEE ACTION: COUNCIL ACTION:
1/12/2010: Introduced

Related County Contract #: Related File Numbers: Ordinance or Resolution Number:

Please Note: Once adopted and signed, ordinances and resolutions are available for viewing and printing on the County’s
website at: www.co.whatcom.wa.us/council.




WHATCOM COUNTY
PUBLIC WORKS DEPARTMENT

FRANK M. ABART

STORMWATER

2011 Young Street, Suite 201
Bellingham, WA 98225
Phone # (360) 715-7450

RECENED
) . e
DEC 23 2009
MEMORANDUM -
PETE KREMEN
COUNTY EXECUTIVE
TO: The Honorable Pete Kremen, Whatcom County Executive, and
Honorable Members of the Whatcom County Council
THROUGH:  Frank M. Abart, Public Works Directo%ﬁ?/}&/a‘(
FROM: Jon Hutchings, Ph.D., Assistant Director "\)f ‘Jf/
Kirk N. Christensen, P.E., Stormwater Manager )(
RE: Ordinance to Prohibit the lllegal and lllicit Discharge of Hazardous Materials and
' Non-Stormwater Run-Off to the County’s Municipal Separate Storm Sewer System
(MS4) h

DATE: December 15, 2009

Enclosed for your review and approval is an ordinance to proqhibit the illegal and illicit discharge of
hazardous materials and non-stormwater run-off to the County’s Municipal Separate Storm Sewer
System (MS4).

= Background and Purpose

The Western Washington Phase Il Municipal Stormwater Permit, Section S5.C3, required permittees
have an illicit discharge ordinance or other enforceable mechanism in place by August 16, 2009. Several
procedural obstacles prevented the adoption of the permanent ordinance by that deadline, and Council
adopted an interim ordinance in order to comply with the permit deadline. Staff has addressed
comments from the Washington State Department of Ecology and Whatcom County Planning and
Development Services in preparing this permanent ordinance.

The proposed ordinance establishes an lllicit Discharge, Detection, and Elimination program for
Whatcom County and will enable County compliance. This proposed ordinance complies with
Section S5.C3 of Western Washington Phase Il Municipal Stormwater Permit which was issued to
Whatcom County on January 17, 2007, in accordance with the State of Washington Water Pollution
Control Law (Chapter 90.48 RCW) and the Federal Water Pollution Control Act (The Clean Water
Act - Title 33 United States Code, Section 1251 et seq.).

Please contact Chip Anderson at extension 50694 if you have any questions regarding this ordinance.

Enclosure



SPONSORED BY:
PROPOSED BY: PUBLIC WORKS
INTRODUCTION DATE: JANUARY 12, 2010

ORDINANCE NO. 2010-

ORDINANCE TO PROHIBIT THE ILLEGAL AND ILLICT DISCHARGE OF HAZARDOUS MATERIALS AND
NON-STORMWATER RUN-OFF TO THE COUNTY’S MUNICIPAL SEPARATE STORM SEWER SYSTEM (MS4)

WHEREAS, in compliance with The State of Washington Water Pollution Control Law (Chapter 90.48 RCW)
and the Federal Water Pollution Control Act (The Clean Water Act - Title 33 United States Code, Section 1251 et
seq.), discharge of certain waters is prohibited; and

WHEREAS, the Washington State Department of Ecology issued the Western Washington Phase |l Municipal
Stormwater Permit on January 17, 2007, and Whatcom County was granted coverage; and

WHEREAS, Section S.5.C.3 of the Washington Phase Il Municipal Stormwater Permit requires all permittees to
adopt appropriate policies prohibiting illicit discharges and illegal dumping, and establishing enforcement mechanisms
for those policies; and

WHEREAS, the policy as proposed is in the best interest of public health and welfare; and

WHEREAS, the Whatcom County SEPA official issued a Determination of Non-Significance on June 16, 2009,
and a Public Hearing has been held as scheduled on January 26, 2010; .

NOW, THEREFORE, BE IT ORDAINED by the Whatcom County Council that an Ordinance to Prohibit lilicit
Discharges to Municipal Separate Storm Sewer System is adopted as shown in Exhibit A.

ADOPTED this day of , 2010.
WHATCOM COUNTY COUNCIL,
ATTEST: _ WHATCOM COUNTY, WASHINGTON
Dana Brown-Davis, Council Clerk , Chair of the Council
APPROVED AS TO FORM: ( ) Approved ~ () Denied
AN |
Daniel L. Gibson Pete Kremen, County Executive

Assistant Chief Civil Deputy Prosecutor Date:
















Cost Allocation (Audit Recommendation No. 15):

“Whatcom County should implement its departmental cost allocation plan to
accurately identify and allocate indirect County and departmental charges.”

The audit focused solely on building permit expenses and building permit revenue. The audit
failed to include the costs associated with reviewing building permits for compliance with
critical area regulations (state law) and watershed inspections (federal, state and local law). For
example, a building permit in the Lake Whatcom watershed with critical areas on site, requires
the review of the permit and site inspections by natural resource staff.

A review of the department’s time tracking of natural resources staff indicate that a staff person
spends approximately 30% of their time reviewing and inspecting building permits. This
expense was not included in the audit report. If this expense were included in the audit,
approximately $172,000 of additional expenses not covered by natural resource permit fees
would be attributed to building permit review. A comparison of the two is shown below, using
2010 budget projections:

Audit Approach PDS Approach

Building Expenses 1,660,124 1,660,124
Overhead 696,541 696,541
Natural Resources - 172,000
TOTALS : 2,356,666 2,528,666
less revenue (2,183,000) (2,183,000)
Balance (173,666) (345,666)

The Audit recommendation is to implement a “departmental cost allocation plan to accurately
identify and allocate indirect County and departmental charges.” While we don’t agree with
their initial conclusion that the building services division is making money on the permits, we do
agree that a cost allocation plan should be set and intend to follow through on this
recommendation. Our initial proposal would include:

M Identify and allocate natural resources staff time spent on building permit activity not
covered by other fee sources and allocate accordingly.

Identify percent of fire building permit related revenue and expenditures. v
Identify building permit related compliance expenditures, versus zoning or natural
resource compliance efforts.

Identify county and other overhead charges and allocate accordingly.

B "X
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Determining Building Permit Fee Schedules (Audit Recommendation #16):

Whatcom County should adjust its permit fee schedule to cover only allowable
permit-related activities.

The audit conclusions regarding the permit fee schedule were based on their determination that
the building division was taking in more revenue than expenses for building permit related
activity. As shown on the previous page, the department does not believe this is the case, and in
fact, anticipates that 2010 will show that the general funds will likely subsidize building permit
related activity once again.

As pointed out by other county and association responses to the audit, there are serious
challenges to running a fee based building permit approach on an annual basis.

Several departments throughout the state operate a separate enterprise fund without any general
fund support, or minimal support. A separate enterprise fund normally includes a balance to
ensure that there is a minimum monthly cash flow and that building revenues from busier years
help cover program shortfalls during slower years. To continuously adjust expenses to revenue
means the potential to lay staff off, rehire and retrain, lay off, and repeat again. It is important
that a longer term approach be used to account for permit revenue. The audit recognizes these
issues in providing a recommendation (page 19) that the legislature develop legislation that
allows for working capital from surplus building permit revenue.

The second challenge with reviewing permit fee revenue versus expenses on an annual basis is
that permits are “pre-paid” in advance of the expense. For example, a building permit obtained
in December 2009 pays their fees in 2009, but all of the inspections occur in 2010. In some
cases, permits can stretch over years and the fee revenue does not track to the expense. A quick
review of active building permits shows that the county has 70 active building permits from 1997
to 2008, and another 40 permits in 2009. All fees for these permits have already been received,
but the expenses to provide services continue for Whatcom County. This issue is even more
significant with land use permits in the department, where land use permits from the 1980s and
1990s are still considered active and new fees are not charged for review of those permits.

The department believes that the overall building permit fee schedule is on track with the
expenses. Additional review of those fees is warranted, and consideration should be given to
some incentives in the fee schedule. Our initial thoughts include:

M Holding off on building permit fee changes until a cost allocation and permit fee strategy
is completed and reviewed by Executive and County Council.

M Track actual time and expenses on some sample permits to ascertain actual costs.

I Research potential incentives for sustainable/green building.

B Implement a fast track, over the counter permit process in 2010.

We look forward to hearing public input on the audit and our response.
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Brian Sonntag, CGFM
State Auditor

n accordance with Senate Bill 5120, the State Auditor’s
Office conducted this performance audit of eight counties’
building and inspection permit fees and the process they use
to set the fees. This bill was passed by the 2009 Legislature
and took effect in July 2009. We completed the fieldwork and
issued the report between August 2009 and December 2009.

The bill requires that we establish and select members of
a temporary advisory committee to review the statewide
guidance we recommend in the audit.

I would like to thank the committee members for sharing
their experience and expertise with us to help us make sound
recommendations that can be followed by the eight counties
involved in the audit and by all counties, cities, and towns in
the state.

I would also like to thank the eight counties that participated
in the audit for sharing their processes and experiences. This
work enabled us to identify guidance that counties, cities,
and towns across the state can use to set fees that comply
with state law. In addition, we identified changes to state law
the Legislature can make to help these counties, cities, and
towns successful in their efforts.

The public hearings to this audit will be posted on our Web
site at www.sao.wa.gov. Please check the Web site if you are
interested in the outcome of this audit.

outcome of this audit.

Mission Statement

The State Auditor’s Office independently serves the citizens of Washington

by promoting accountability, fiscal integrity and openness in state and local
government. Working with these governments and with citizens, we strive to
ensure the efficient and effective use of public resources.



Introduction

The 2009 Legislature passed Senate Bill 5120, requiring the Washington State
Auditor’s Office to conduct an independent performance audit of eight counties to
determine the reasonableness of building and inspection fees, We contracted with
Talbot, Korvola & Warwick, LLP to conduct the performance audit.

About Senate Bill 5120

Senate Bill 5120, effective July 26, 2009, and other state law requires permit

and inspection fees for agricultural and other structures to not exceed the costs
associated with reviewing permit applications, conducting inspections and
preparing specific environmental documents. It further states that permitting
fees only cover the costs to counties, cities, and towns of processing applications,
inspecting and preparing detailed statements.

Some county responses indicate our audit should have focused exclusively on
agricultural building permits. However, the bill requires the State Auditor’s Office to
review the reasonableness of building permit and inspection fees permitted under
Chapter 82.02.020 RCW, which refers to all building permits. Therefore, we reviewed
all building permit types in this audit.

Although the bill required us to consider different guidance for big versus small
counties, cities and towns, state law requires all counties to establish cost-based fees.
Therefore, our guidance applies to counties, cities and towns of all sizes.

The bill also requires the State Auditor to conduct a performance audit of the
reasonableness of building and inspection fees that are imposed by eight counties:
»  Four counties located west of the Cascade mountain range.

»  Four counties located east of the Cascade mountain range.

The bill further specifies that the counties included in the audit must represent a
diversity of agricultural economies.

The State Auditor’s Office selected the following counties:

+  Clark County «  Skamania County

« Klickitat County +  WallaWalla County
«  Pacific County +  Whatcom County

«  Pend Oreille County » Yakima County

Advisory Committee

The legislation required the State Auditor’s Office to establish a temporary advisory
committee and appoint the members. Members include representatives of

county and city government, the Washington Dairy Federation, Washington Fryer
Commission, Washington Farm Bureau, Washington Association of Building Officials,
Washington State Association of Counties and the Washington State Department of
Commerce’s State Building Code Council.

The committee advised the State Auditor’s Office in the developing guidance
for determining allowable costs and methodologies for allocating them to the
permitting program and in developing usable recommendations.



Objectives

To meet the requirements of the legislation, the State Auditor’s Office developed the

following audit objectives:

- Determine whether eight counties’ agricultural, residential and commercial
permitting application fees are limited to what is necessary to cover direct and
indirect costs associated with permitting.

« Identify the methods used by each county to calculate agricultural, residential,
and commercial permit fees and how those methods match up with direction
provided by state law (Chapter 82.02.020 RCW and Chapter 19.27.015 RCW).

»  Assess whether the methods ensure fees are no greater than what is necessary
to pay the direct and indirect costs of permitting. Identify uniform guidance
to help counties determine allowable costs and how to allocate them to the
building permit program. ‘

Scope

We conducted the audit from August 2009 through November 2009 in accordance
with generally accepted government auditing standards. These standards require
that the audit be planned and performed to provide reasonable assurance that
evidence is sufficient and appropriate to support our findings and conclusions.

We analyzed and reviewed data for 2006 through 2008 and 2009, as available. We
interviewed various employees in each county’s building divisions as well as other
appropriate county employees. To better understand permitting, inspection and
plan review practices, we visited each county and observed operations. After our
preliminary review and analysis of information, we provided all initial findings to the
appropriate county employees and finalized our findings and conclusions based on
specific feedback. All information contained within the report was reviewed with
county employees for accuracy and reasonableness.

For purposes of this performance audit, agricultural, residential and commercial
building permitting includes activities related to residential code, fire, plumbing and
mechanical codes, as well as the state energy and handicap access codes through
both building/plan review and on-site inspections conducted during construction.

In addition, we included the nine elements of Initiative 900, which are outlined in the
sidebar to the right.

The audit cost as of November 20, 3009 was approximately $250,000.

About Initiative 900

Washington voters approved
Initiative 900 in November
2005, giving the State
Auditor’s Office the authority
to conduct independent
performance audits of state
and local government entities
on behalf of citizens to
promote accountability and
cost-effective uses of public
resources.

[-900 directs us to address the
following elements in each
performance audit:

« Identification of cost
savings.

« Identification of services
that can be reduced or
eliminated.

« ldentification of programs
or services that can be
transferred to the private
sector.

»  Analysis of gaps or overlaps
in programs or services
and recommendations to
correct them.

+  Feasibility of pooling
auditee’s information
technology systems.

+  Analysis of the roles and
functions of the auditee
and recommendations to
change or eliminate roles or
functions.

- Recommendations for
statutory or regulatory
changes that may be
necessary for the auditee
to properly carry out its
functions.

+  Analysis of the auditee’s
performance data,
performance measures and
self-assessment systems.

- Identification of best
practices.

Initiative 900 provides no

penalties for auditees that do
not follow recommendations
in performance audit reports.

The complete text of the
Initiative is available on our



We found several themes among the eight counties:

- State law requires counties to set permit fees to recover only the costs of
administering the program. Achieving this objective will require counties to
adopt cost-recovery methods for fee setting. The eight counties use varying
approaches to set building permit fees. Most of these approaches do not set
fees to recover costs, but instead focus on setting rates at a reasonable level
in relation to established benchmarks.

« We identified common challenges in establishing an appropriate fee amount
and provide guidance to assist counties in setting them.

» Cost tracking and cost allocation challenges exist at most of the eight
counties audited. We provide guidance and recommendations to assist these
and all other counties, cities and towns in addressing these challenges.

« Areview of annual building fees compared to plan review and inspection
costs by county showed most of the eight counties sometimes charge more
than necessary to cover these costs.

+ Counties have difficulty predicting future building activity and the resulting
revenue from permit fees, which makes it difficult to set fees at the right
amount to cover costs. Revisions to state law are necessary in light of
the ups and downs that occur with building and permitting activity and
the uncertainty about what are appropriate building permit processing
activities and allowable expenses. For this reason, we recommend the state
Legislature develop legislation that:

« Allows for thresholds of working capital from surplus building permit
revenue.'

» Defines building permit processing activities and allowable expenses.

+ Specifically allows for appropriate indirect costs for all permit types.

1 The State Auditor’s Office is also funded with charges for services and is allowed
working capital up to 5 percent of its appropriations under RCW 43.09.416. See Appendix H.

nitiative 900 requires the legislative bodies for the audited agencies hold at least
one public hearing to consider the audit findings and to receive comments from
the public within 30 days of this report’s issue.

The corresponding legislative body must consider this report in connection with

its spending practices. A report must be submitted by the legislative body by July 1
each year detailing the status of the legislative implementation of the State Auditor’s
recommendations. Justification must be provided for recommendations not
implemented. Details of other corrective action must be provided as well.

The state Legislature’s Joint Legislative Audit and Review Committee (JLARC) will
summarize any statewide issues that require action from the Legislature and will
notify the appropriate fiscal and policy committees of public hearing agendas.

Follow-up performance audits of any state or local government entity or program
may be conducted when determined necessary by the State Auditor.



Washington State Auditor

Brian Sonntag, CGFM sonntagb@sao.wa.gov (360) 902-0360
Director of Audit :
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Legislative Liaison
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Toll-free hotline for reporting government waste and abuse (866) 902-3900
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December 23, 2009

Mr. Brian Sonntag

Washington State Auditor
Washington State Auditor’s Office
3200 Capitol Blvd. SW

PO Box 40031

Olympia, WA 98504-0031

Dear Mr. Sonntag:

We have completed our performance audit of County Building Permit and Inspection
Fees. The impetus for this performance audit, Senate Bill 5120, allows permitting fees to
be set only at a level that covers the costs to counties, cities and towns of processing
applications, inspecting and reviewing plans, preparing detailed statements, and
performing necessary inspections. Our analysis of a sample of eight counties’ current
approaches and practices found that this bill and other state laws have a major impact on
how municipalities can establish and charge future building permit fees. Historically,
most of the eight counties reviewed have not identified all costs specifically associated
with the permitting process and do not necessarily have a process in place to adequately
do so. In addition, revenues received from permit fees in many of these counties have, in
the past, been greater than expenses associated with the permitting process. These
additional funds have been used to help support other county services. This practice is
not allowed under the Bill or under other state laws and could result in modifications to
the level and types of services provided by some counties.

This report contains our detailed analysis and conclusions based on our review.

We wish to express our appreciation to county personnel we spoke with for their
cooperation and assistance during this audit.

Talbot, Korvola & Warwick, LLP

Talbot, Korvola & Warwick, t1p
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Performance Audit of County
Building Permit and Inspection Fees Introduction

Introduction

The Washington State Auditor’s Office solicited competitive bids to conduct a performance audit
of eight counties to determine the reasonableness of building and inspection fees. Under contract

to the Auditor’s Office, Talbot, Korvola & Warwick, LLP completed the performance audit.

Objectives

Senate Bill 5120, effective July 26, 2009, requires permit and inspection fees for new
agricultural structures to not exceed the direct and indirect costs associated with reviewing
permit applications, conducting inspections, and preparing specific environmental documents. It,
and other state laws, require that permitting and plan review fees only cover the costs to counties,
cities, towns, and other municipal corporations of processing applications, inspecting and

reviewing plans, preparing detailed statements, and performing necessary inspections.

The bill also requires the State Auditor to conduct a performance audit of the reasonableness of
building and inspection fees that are imposed by eight counties:

Four counties located west of the Cascade mountain range.

Four counties located east of the Cascade mountain range.

The selected counties must represent a diversity of agricultural economies.

Based on these specifications, the State Auditor’s Office selected the following counties:

Clark - Walla Walla
Pacific - Klickitat
Whatcom - Yakima
Skamania - Pend Oreille

To meet the requirements of the bill, the State Auditor’s Office also established the following

audit objectives:

1. Determine whether eight counties’ agricultural, residential and commercial permitting
application fees are limited to what is necessary to cover direct and indirect costs
associated with permitting.

Talbot, Korvola & Warwick, LLP 1
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2. Identify the methods used by each county to calculate agricultural, residential, and
commercial planning and permit fees and how those methods match up with direction
provided by state law (Chapter 82.02.020 RCW and Chapter 19.27.015 RCW).
Assess whether the methods ensure fees are no greater than what is necessary to pay
the direct and indirect costs of planning and permitting.

3. Identify uniform guidance to help counties determine allowable costs and how to
allocate them to the permitting program.

Approach

We conducted the audit from August through November 2009 in accordance with generally
accepted government auditing standards. These standards require that the audit be planned and
performed to provide reasonable assurance that evidence is sufficient and appropriate to support
our findings and conclusions. We believe the evidence obtained provides a reasonable basis for
our findings and conclusions based on our audit objectives. This audit was planned and
performed to:

Obtain an understanding of the nature of the area being audited.

Identify and assess management controls as they relate to the specific objectives and
scope of the audit.

Identify legal and regulatory requirements.

Identify criteria needed to evaluate matters subject to the audit.

Identify sources of sufficient and appropriate evidence and determine the amount and
type necessary to formulate a reasonable basis for audit conclusions and findings..

To gain a comprehensive understanding of each county’s approach and organization regarding
permitting, inspection, and plan review practices, we initially requested and reviewed
information from each county including:

County and Building Division budgets.

Ordinances, resolutions, and decisions concerning fees.
Written policies and procedures.

Organizational charts.

Building division staffing information.

Permit information.

Fee schedules. _

Application processing methodology.

Performance indicators/standards.

Cost studies/analyses.

Talbot, Korvola & Warwick, LLP 2
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Indirect cost methodologies.
Other applicable information.

We analyzed and reviewed data for 2006 through 2008 and 2009, as available. We interviewed
various employees in each county’s building divisions as well as other appropriate county
employees. To'better understand permitting, inspection, and plan review practices, we visited
each county and observed operations. After our preliminary review and analysis of information,
we provided all initial findings to the appropriate county employees and finalized our findings
and conclusions based on specific feedback. All information contained within the report was

reviewed with county employees for accuracy and reasonableness.

For purposes of this performance audit, agricultural, residential, and commercial building
permitting includes activities related to residential code, fire, plumbing and mechanical codes, as
well as the state energy and handicap access codes through both building/plan review and on-site

inspections conducted during construction.

Information tracking and recording varied among counties. As a result, for some counties,
permit expenditures were estimated using budgeted expenditures. To accommodate these
estimates, we identified employees associated with building permitting through county budgets.
Because they sometimes worked on multiple activities, interviews were conducted to estimate
time they spent on permitting activities. Annual wages and benefits were obtained and applied
based on these time estimates. Using these procedures, we estimated the county’s permitting

expenses. We affirmed the basis of our estimates with county personnel.

For other counties, we obtained permitting expenditures from their general ledger systems. As
these systems are examined as part of the annual financial statement audits, our testing was
limited to determining those employees whose payroll costs were charged to the building
permitting programs and assuring each actually worked for the program. Where employees

worked on multiple activities, interviews were conducted to estimate the portion of their time
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spent on permitting activities. Using this information, we recorded only that portion dedicated to

permitting. We affirmed the basis of our calculations with county personnel.

Our examination of indirect cost plans was limited to verifying the existence of plans identified
by counties and assuring that cost elements contained in those plans appeared reasonable. We
did not audit the accuracy and completeness of these plans. Had we done so, it is possible our

comparisons of permit revenues and expenditures would have been based on different numbers.

The report also discloses annual permit revenue. Each county provided audited' revenue
numbers for 2006 through 2008. However, revenue for 2009 was obtained from each county’s

general ledger systems and was not audited.

Additionally, each of the eight counties provided us the number of permits issued annually since
2006. No procédures were performed to verify the accuracy and completeness of this

information.

The focus of our objectives evolved as the audit progressed. The final scope and focus is the
product of our initial study orientation and the identification of significant issues and
opportunities not recognized or whose significance may not have been fully appreciated prior to

commencement of work.

Information provided during interviews became one source for observations noted in this report.
The information gained from these individuals and from other corroborative sources provided
insight into the issues, needs, and expectations surrounding the audit and was invaluable in reaching
the conclusions and recommendations presented within this report. However, not all of the issues

raised by county employees fell within the scope of this project.

! Audited as part of the state’s annual financial statement audits
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Initiative-900
In November 2005, voters approved Initiative 900, giving the State Auditor’s Office the

authority to conduct independent, comprehensive performance audits of state and local

government agencies.

As required by the Initiative, each performance audit examines the economy, efficiency and
effectiveness of the policies, management, fiscal affairs and operations of state and local
governments, and shall include nine specific elements:

Identification of cost savings

Identification of services that can be reduced or eliminated

Identification of programs or services that can be transferred to the private sector
Analysis of gaps or overlaps in programs or services and recommendations to correct
gaps or overlaps

Feasibility of pooling information technology systems within the department
Analysis of the roles and functions within the department and recommendations to
change or eliminate departmental roles or functions

Analysis of departmental performance data, performance measures, and self-
assessment systems

Recommendations for statutory or regulatory changes that may be necessary
Identification of best practices

RV e

o N o

Although this performance audit focused on meeting the objectives of Senate Bill 5120, the

specific elements of Initiative 900 were included as applicable.
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Results

The Counties

Washington counties currently subject construction projects to building codes and zoning
ordinances. These codes and ordinances provide minimum standards to safeguard health,
property and public welfare by regulating and controlling design, construction, and the quality of
materials. Codes published by the International Code Council (ICC), which include the
International Building Code (IBC), and the International Residential Code (IRC), are commonly

used.

Typically, specific codes and ordinances are enacted to regulate residential, commercial,
industrial, and agricultural development within a county. The codes impose certain regulations
such as:

Placement on property

Size of building

Setbacks from easements and property lines
Maximum lot coverage requirements
Height limitations

Permitted uses

Building permits are required prior to construction for all building, plumbing, mechanical, and
electrical work. Although the eight counties we reviewed have some variations in the building
permitting process, each:

Receives permit applications
Reviews for completeness
- Code compliance
- Site plan (plumbing, mechanical)
- Drawings
Enters into a permit tracking system
Calculates fee amounts
Notifies applicants of approval
Receives fee payments from applicants
Issues permits
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The state allows reasonable fees to be established and collected from applicants for a permit to
cover the cost of processing applications, inspecting and reviewing plans, and preparing detailed
statements. Counties have developed fee schedules based on a variety of factors, from surveying
other counties in Washington and setting rates based on averages, to charging a specific

percentage of direct department costs to using industry benchmarks.

Each of the eight counties reviewed for this performance audit has created building divisions
responsible for issuing permits and ensuring construction projects are in compliance with
building codes. Half of the counties we examined have established the division in their
Community Development Departments while others are located in Public Works, Public Services

Department, Planning and Development Services, and Building Inspection Department.

Division staffing reflects the size of the county and the volume of building activity. Building
Division personnel] range from less than three full-time equivalents in Skamania and Pend Oreille
counties to over 20 in Whatcom County. Recently, economic conditions have forced many counties

to downsize building division staff. In 2009, four of the counties reduced their workforce.

County Revenue and Expense Analysis

Audit Objective 1: Determine whether eight counties’ agricultural, residential and
commercial permitting application fees are limited to what is necessary
to cover direct and indirect costs associated with permitting.

Counties have historically established fees at levels believed to be reasonable and appropriate.
No specific guidelines detailing the amount of fees charged were in place. However, counties
are required to set permit fees at amounts that do not exceed the costs associated with reviewing
permit applications, conducting inspections, and preparing specific environmental documents.
This will require a major shift in the methods employed by counties and cities to budget and

establish fees.

Our review of prior years indicates that most audited counties have not consistently met this law

when measured on an annual basis. Agricultural, residential, and commercial permitting
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application fees generated greater revenue than what was necessary to cover direct and indirect
costs associated with planning and permitting. Based on our review of state law, it is unclear as

to whether it is appropriate for counties to charge indirect costs for all building permit types®.

To determine how the eight counties identify and allocate costs, a review of actual revenues and
expenses for the years 2006 - 2008 and 2009, was conducted. Although each county had the
revenue and expense information readily available, most counties combined the information with
the department the building function resides in, making it difficult to isolate actual permitting
process costs. Non-building permit activities — planning, nuisance abatement, fire marshal

services, etc. — are often included in the departments’ revenue and expense reports.
2

To determine only the costs of building/plan review and on-site inspections, we analyzed each
county’s budgets and detailed expense reports. The following identifies costs included for each
county for each year reviewed. Detailed information for each county can be found in Appendix

A: Specific County Recommendations.

Salaries/Wages and Benefits

Four of the eight counties do not formally track employees’ time. Each person records
the number of hours they work but not the activity associated with each hour. In most
counties, some employees devote 100 percent of their time to building activities and all
costs are directly attributable. For the counties whose employees work on multiple
functions, we estimated the actual time spent on building division activities based on
discussions with employees or through an allocation of time based on FTE. For example,
if a department has 15 employees and five are dedicated to building activities, 33 percent
of time of those individuals working in multiple areas would be allocated to the building

division. These percentages varied each year as staffing levels changed.

? In light of the existing statutory language, the Washington State Court of Appeals (137 Wn. App. 338, Feb. 2007
Home Builders Ass'n of Kitsap County v. City of Bainbridge Island) ruled that permit fees could not be used to pay
for allocated indirect costs. In 2004, a superior court judge ruled that indirect costs are allowable. Tiger Mountain
LLC v. King County, Snohomish County Superior Court Cause No. 03-2-05287-4, Order on Motions for Partial
Summary Judgment (filed May 24, 2004). See Appendix G.

? Partial year as information was available
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Non-Payroll Direct Costs
Five of the eight counties do not specifically identify non-payroll direct costs that
correspond to permitting activities. These costs include:

Office Supplies
Communication

Travel

Rentals

Training

Software

Professional Memberships
Vehicles

Tools

Repairs

Equipment

Fuel

Miscellaneous expenses

We included 100 percent of the costs that could be directly identified. Using FTE as a
basis, other costs were allocated for our analysis. Although using FTE does not ensure a
precise calculation of supplies used for permit processing, it provides a reasonable

estimate for illustrative purposes.

Indirect Costs

Three of the eight counties do not have a formal county-wide cost allocation plan. In
some counties, a basic percentage is identified and allocated. However, that allocation
typically did not include costs such as facilities, maintenance, utilities, human resources,

etc.

Counties with current cost allocation plans are allocating indirect costs that are
reasonable and necessary to cover direct and indirect costs associated with the permitting

process. Services paid for by the building divisions are applicable to day-to-day
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operations. However, these plans were not necessarily inclusive of all indirect costs®,
resulting in lower expenses being allocated to building permit processes.

For counties that did not have an inclusive county-wide indirect cost allocation, 25
percent of wages and salaries that were included as the base county allocation. This
number was based on:

Allocations of the reviewed counties with a plan.
Reasonable percentage used by other organizations.

Applying this methodology, we were able to identify, by county and by year, whether revenue
from building permits was greater or less than estimated expenses. If greater, building permits
generated more revenue than necessary to cover all direct and indirect costs. If less, other county
resources helped pay for permitting services. The following illustration summarizes each
county’s surplus or deficit based on estimated indirect and direct costs — salaries/wages and
benefits' and supplies and materials. Highlighted numbers indicate revenue was greater than

expenses (surplus):

Building Permit Revenue/Estimated Expenses

$1,143,869 $1,502,389 $1,868,555 $183,373  (10/31/09)

$35.939°  $48299  $5291  (6/30/09)
$30,550  $40,472  $35,225 (10/31/09)
S$140520  $2,032  $37,302  (6/30/09)
7. $20,541  $49,264  (6/30/09)
 $3,475  $79,087 (10/31/09)
 $457,286 . $244,666 - $57,650°  $4,891  (6/30/09)
1 $278,088° 7 $296,631.. $403,092  $97,399  (8/31/09)
Source: Compiled by TKW from county information

Illustration 1

As identified in the above illustration, all counties with the exception of Klickitat and Clark in

2006 and Pacific and Clark in 2007, had surpluses — revenues received from building permitting

* As identified by OMB Circular A-87
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