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DATE:	September 16, 2016

TO:	Lori Economy Scholler, CFO
	Cindy Rollins, Budget Manager

FROM:	Duke Johnson, B&I Manager
	
RE:	Proposed B&I Permit Fee Increases


Proposal Summary
The City Council has expressed its desire to keep Bloomington’s fees in line with other cities in our market. Bloomington’s building permit fees are lower than those charged by several surrounding municipalities. Bloomington’s minimum permit fees were last increased in 2005 and the building permit fee schedule was last increased in 2007. The proposed fees are commensurate with the City’s cost of reviewing a plan, issuing a permit and scheduling and conducting at least one inspection (some minimum fee permits require more than one inspection). The cost estimates are “fully loaded,” meaning that Department and Division Leadership is proportionately included in the cost.

This memo proposes to:
· Increase the minimum fee for residential and commercial electrical, heating and plumbing permits (also called trade permits); 
· Increase the general building permit and plan check fee schedule by 10%, including an increase for the minimum building permit fees. 

The recommendations would increase an average year’s revenue for trade and building permits by approximately $407,000. Detail on this amount provided below.



Table 1: Bloomington’s Permit Fees Are Lower than Most Comparable Cities
	             Comparable City Minimum Permit Fees

	City
	Building Permit Fee
	Electrical Fees (C/I)
	Electrical Fees (Res)
	HVAC Fees (C/I)
	HVAC Fees (Res)
	Plumbing Fees (C/I)
	Plumbing Fees (Res)

	Apple Valley
	$52
	N/A
	$39
	$62
	$62
	$62
	$62

	Burnsville
	$66
	$69
	$69
	$69
	$69
	$69
	$69

	Eagan
	$40
	N/A
	N/A
	$55
	$60
	$55
	$60

	Eden Prairie
	$40
	N/A
	N/A
	$40
	$40
	$40
	$40

	Edina
	$31.50
	N/A
	N/A
	$58.00
	$42.50
	$37.80
	$36.20

	Minneapolis
	$80.90
	N/A
	N/A
	$80.90
	$80.90
	$85.90
	$85.90

	Plymouth
	$40.00
	$40
	$40
	$100.00
	$100.00
	$45.00
	$45.00

	Richfield
	$35
	N/A
	$45
	$40
	$35
	$40
	$35

	Shakopee
	$75
	N/A
	N/A
	$75.00
	$75.00
	$75.00
	$75.00

	Bloomington Current Fees
	$30
	$40
	$30
	$40
	$30
	$40
	$30

	
	
	
	
	
	
	
	

	Bloomington Proposed Fee
	$70
	$65
	$55
	$65
	$55
	$65
	$55


N/A indicates A city where the State electrical inspectors issue permits and conduct inspections.



Table 2: Bloomington’s 2016 Service Cost for a Minimum Building Permit is about $68
	Service Cost Component
	Cost for a Typical Minimum Building Permit

	Inspector Salary and Benefits (at 1 hour per permit)
	$45.68

	Administrative Support, Supervision and Organizational Overhead
	$10.37

	Equipment (computer, automobile, phones)
	$  8.13

	Office Space
	$  1.65

	Material
	$  1.50

	Training, education and certification
	$  0.72

	

TOTAL Average Minimum Permit Service Cost
	$68.05





Recommended Fee Detail

Commercial Electrical
1,100 annual average permits issued
$25 increase to $65: $27,500 additional annual revenue

Residential Electrical
2,400 annual average total permits issued
$25 increase to $55: $60,000 additional annual revenue

Commercial Mechanical (HVAC)
380 annual average permits issued
$25 increase to $65: $9,500 additional annual revenue

Residential Mechanical (HVAC)
1,600 annual average permits issued
$25 increase to $55: $40,000 additional annual revenue

Commercial Plumbing
800 annual average permits issued
$25 increase to $65: $20,000 additional annual revenue

Residential Plumbing
1,400 annual average permits issued
$25 increase to $55: $35,000 additional annual revenue

Sub-total annual proposed trade permit minimum fee increase
$192,000

Community Development also proposes increasing the Building Permit and Plan Check fee schedule (shown on page 4 and 5). We propose a 10% general schedule increase and increasing the minimum building permit fee increase from $30 to $70 (see Table 2 for relationship to the cost of service). 

Building Permits
$1,050,000 existing annual average building permit revenue
$600,000 existing annual average plan check fee revenue

$40 minimum building permit increase to $70: $55,000 additional annual building permit revenue 
10% schedule increase: $100,000 additional annual building permit revenue
10% schedule increase: $60,000 additional annual plan check fee revenue

Sub-total annual proposed building permit and plan check fee increase
$215,000

Total annual proposed trade permit, building permit and plan check fee increase
$407,000


Existing Building Permit and Plan Check Fee Schedule

 15.183  BUILDING PERMIT AND PLAN-CHECKING FEES.
   (a)   Building permit fees. A fee for each building permit shall be paid to the Building Official as set forth below:
 
	Total Valuation
	Fee



	$1 to $500
	$30

	$500.01 to $2,000
	$30 for the first $500 plus $2.75 for each additional $100, or fraction thereof, to and including $2,000

	$2,000.01 to $25,000
	$71.25 for the first $2,000 plus $12.50 for each additional $1,000, or fraction thereof, to and including $25,000

	$25,000.01 to $50,000
	$358.75 for the first $25,000 plus $9 for each additional $1,000, or fraction thereof, to and including $50,000

	$50,000.01 to $100,000
	$583.75 for the first $50,000 plus $6.25 for each additional $1,000, or fraction thereof, to and including $100,000

	$100,000.01 to $500,000
	$896.25 for the first $100,000 plus $5 for each additional $1,000, or fraction thereof, to and including $500,000

	$500,000.01 to $1,000,000
	$2,896.25 for the first $500,000 plus $4.25 for each additional $1,000, or fraction thereof, to and including $1,000,000

	$1,000,000.01 and up
	$5,021.25 for the first $1,000,000 plus $2.75 for each additional $1,000, or fraction thereof


 


Proposed Building Permit and Plan Check Fee Schedule Including a 10% Increase

	Total Valuation
	Fee



	$1 to $500
	$70

	$500.01 to $2,000
	$70 for the first $500 plus $3.50 for each additional $100, or fraction thereof, to and including $2,000

	$2,000.01 to $25,000
	$73.38 for the first $2,000 plus $13.75 for each additional $1,000, or fraction thereof, to and including $25,000

	$25,000.01 to $50,000
	$394.63 for the first $25,000 plus $9.90 for each additional $1,000, or fraction thereof, to and including $50,000

	$50,000.01 to $100,000
	$642.18 for the first $50,000 plus $6.87 for each additional $1,000, or fraction thereof, to and including $100,000

	$100,000.01 to $500,000
	$985.88 for the first $100,000 plus $5.50 for each additional $1,000, or fraction thereof, to and including $500,000

	$500,000.01 to $1,000,000
	$3185.88 for the first $500,000 plus $4.68 for each additional $1,000, or fraction thereof, to and including $1,000,000

	$1,000,000.01 and up
	$5,523.38 for the first $1,000,000 plus $3.50 for each additional $1,000, or fraction thereof


 

Process for Increasing Permit Fees
Bloomington City Code (BCC) adopts the State Building Code by reference and contains the basis for charging building permit, plan check and trade permit fees. Because they are contained in the BCC, the proposed fee changes need to be adopted by ordinance. B&I proposes publicizing the proposed fee changes to contractors and having staff hold an administrative hearing prior to the City Council hearing on a revised ordinance. The new fees could be implemented as soon as the adopted ordinance is printed in the Sun Current. Here are sections of the BCC that will be amended:

§ 15.183  BUILDING PERMIT AND PLAN-CHECKING FEES.
Building valuation for the purpose of establishing building permit fees shall be as set forth by the current Building Valuation Data published by the State Department of Labor and Industry Building Codes and Standards.”

This section also contains the schedule for building permit fees and hourly inspection charges.

§ 15.189  ELECTRICAL PERMITS AND FEES.

§ 15.190  PLUMBING AND GAS INSTALLATION PERMITS.

§ 15.195  HEATING, VENTILATING, AIR CONDITIONING, REFRIGERATION AND PROPANE STORAGE.

§ 15.198  OTHER INSPECTIONS AND FEES.

Authority for the City to revise its permit fees is delegated by Administrative Section 1300.0160 (Fees) of the 2015 Minnesota Building Code:

Subpart 1. Schedule of permit fees. 
The applicant for a permit for a building; structure; or electrical, gas, mechanical, or plumbing system or alterations requiring a permit shall pay the fee set forth by a fee schedule adopted by the municipality. 

When submittal documents are required to be submitted by this chapter, a plan review fee shall be required. The plan review fee shall be established by the fee schedule adopted by the municipality. 

Exception: The fee schedule adopted by the municipality may exempt minor work from plan review fees. 

Subp. 2. Fees commensurate with service. 
Fees established by the municipality must be by legal means and must be fair, reasonable, and proportionate to the actual cost of the service for which the fee is imposed. 

Subp. 3. Building permit valuations. 
The applicant for a permit shall provide an estimated permit value at time of application. Permit valuations shall include total value of all construction work, including materials and labor, for which the permit is being issued, such as electrical, gas, mechanical, plumbing equipment, and permanent systems. Building permit valuation shall be set by the building official. 

Subp. 4. Building permit fees. 
Building permit fees shall be based on valuation. 

With regard to the “fair reasonable and proportionate test” in Subp. 2, every year Finance prepares a report to the State demonstrating that the City’s permit fees are proportionate to the actual cost of the services for which the fees are collected. These reports are the most thorough analysis that the City fees and the proposed increases are consistent with Minnesota Section 1300.0160 Subp. 2.
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