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Town of LauderdalebytheSea
OFFICE OF THE TOWN MANAGER

Memorandum

Date July 8 2010

To Mayor Roseann Minnet
Commissioner Stuart Dodd
Commissioner Birute Clottey
Commissioner Scot Sasser
Commissioner Chris Vincent

From Connie Hoffmann Interim Town Manager J

Subject Building Services Contract

As part of our examination of budget issues and overtures the Town has had from
various contractors who provide building services I had one of the consultants assisting
me take a look at the contract we have with Broward County for building services and
evaluate what other cities were doing Her report is attached

Development Director Jeff Bowman is very pleased with the quality of service we

receive from Broward County and does not see anything to be gained in that respect
from going with another service provider The consultants report indicates that the

permit fees we are charging are not out of line with many other Broward municipalities
There is the possibility that we might be able to reduce fees through an RFPnegotiating
process however this will take a good deal of staff time as would any transition to
another service provider

It is my recommendation that if the Commission wishes to go out to the market to
determine if we can reduce our permit fees by contracting with a different vendor that
we defer action on preparing an RFP until we have significantly reduced the large
number of projects and assignments currently on our plate

Hoffmann cover memo on Building Services Report7142010



To Connie Hoffmann Interim Town Manager

From Kathleen S Margoles

Date July 8 2010

Re Report on Building Services Analysis

ISSUE

Analysis of Broward County Contractual Services

What are other cities doing

BACKGROUND

SERVICES PROVIDED BY BROWARD COUNTY

As of4152010 twenty 20 cities and the Broward County School Board contract with

the Broward County Building Code Services Division for different levels of service
including

Full Service at Town Hall2 Hillsboro Beach and LauderdaleByTheSea
Full Service at CountysPermit Center1Lazy Lake
Non Guaranteed Partial Service

Guaranteed Partial Service

Unsafe Structures

Zoning and Code Enforcement

Attachment A Summary of Broward County Interlocal Agreements

LauderdaleByTheSeaLBTS currently contracts with Broward County for issuance of

permits including inspections plan review and building official services The Interlocal

Agreement was executed August 20 1996 A First Amendment was executed

December 2004 to provide fora 10surcharge on permit fees charged in LBTS to

offset the Townscosts for services of a part time County Permit Clerk to process

applications for permits do data entry set up inspections greetwalkins and answer

phone calls A Second Amendment wasexecuted March 2006 toamend the

agreement to eliminate the additional costs for the staff to perform those clerical

services The 10surcharge is still collected and remitted back to the Town

Broward County provides a turnkey service to LBTS Broward County staff reviews

applications for building permits issues the permits collects all permits fees and

provides the inspection services The fees charged are established by Broward County



by Broward County ordinance with the 10 surcharge added for permits issued in

LBTS

LBTS STAFFING

The levels of staffing are mutually determined by Broward County and the Town by
assessing workload and conformance to performance standards Currently the Building
Official Zoning Official Structural Plumbing Electrical Mechanical Plan Reviewers are

in the office daily The Building Official is also on 24 hour call for emergencies One

Permitting Licensing Customer Service Specialist clerical staff is currently scheduled
for a daily eight hour shift Monday through Friday

There are several considerations regarding our current agreement with Broward

County

How do the permits fees compare to other jurisdictions
Is the service up to ourstandards
Is the current fee based scenario versus an hourly fee the best choice for

LBTS

Broward County Permit Fees Vs Other Jurisdictions

Broward County periodically conducts a review of the Broward County permit fee
schedule The last review was done in February 2008 by PMG Associates Inc See
Attachment B The review included

1 A comparison with Palm Beach and Miami Dade counties
2 Actual Cost Determination
3 Fee Analysis
4 Analysis of the hourly fee charged to Contract Cities
5 Examination of alternative methods of fee structures

The analysis and recommendations are important to LBTS because as a Full Service
City our permits fees are based on the Broward County Fee Schedule which is
determined by the average cost of service by Broward County staff

Review Findings

The PMG Study determined that the current County fee structure is adequate to fully
recover operating costs The average cost of service for the issuance of Building
Permits includes all personnel costs associated with providing the permit and all indirect
costs
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An adjustment for some hourly fees for future contractual arrangements to the fee
charged to Contract Cities was recommended based on the true expense to Broward
County for providing the service

The study found that Broward County fees are comparable to Palm Beach and Miami
Dade counties

The County does not do a comparison with municipalities fee schedules within the
County because the permits fee categories are very inconsistent

A review of was done of building fee schedules for a number of cities in Broward

County Fees are often not categorized the same from city to city making comparison
difficult A review found the County fees and LBTS fees to be higher or lower in some

cases but comparable to surrounding cities See Attachment C

Quality ofServices Received

Jeff Bowman Development Services Director states LBTS receives very few

complaints regarding permitting and inspection service The stated goal is to have an

application in and out within 2 days or less Most are completed in 2 days Mr

Bowman monitors the customer service interaction daily and has frequent staff
meetings to discuss operations

Is the current fee based scenario versus an hourly fee the best choice for LBTS

As explained earlier LBTS operates under a schedule where the County issues the

permits and retains the fees except for the 10 surcharge remitted back to the Town

This allows the County to adjust staffing levels to meet demand For example the

County just reduced staffing in LBTS going from two to one Customer Service

Specialists to one because the workload did not require two Specialists There are two

factors permit fees collected and permits issued If permit issuance is low fees

collected would generally be lower This has been the case since FY05 Both the

Broward County report and our current in house experience substantiate the current

trend that small dollar amount permits are being issued for home repairsrenovations
and smaller construction jobs

The current fee based scenario works well for LBTS Broward County staff is available

on a daily basis to meet the workload An hourly arrangement may not provide the

optimal level of service because you would not be guaranteed the same staff on a

consistent daily basis We would also need to adopt a building fee schedule

This year has seen a significant decrease in permit issuance More analysis will need

to be done to see if this trend will continue and the impact of decreased revenues

Broward County is facing significant budget deficits and may be reluctant to negotiate
hourly contracts at this point
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CURRENT REVENUES

REVENUE 10 Surcharge RECEIVED FROM BROWARD COUNTY

FY05 FY06 FY07 FY08 FY09 FY10
thru

Ma
Building 16000 120044 94125 51313 19446
Permits

Fire 27279 33264 9257
Review
Permit
Fees

Zoning 6635 11605 7900 600 375
Permits
Fees

24733 135356 132154 87789 29078
TOTAL

FEES COLLECTED BY BROWARD COUNTY

Revenue
Descri tion

Total FY05 Total FY06 Total FY07 Total FY08 Total FY09 FY10 thru

Ma
Permit Fee 32137288 85201708 99323069 88619718 95476648 22479706
Plan Review 13695151 28881028 20653017 25378479 16107984 4783800
Overtime 4375044 1383483 1171498 133800 0 0

Application
fee

2411056 3932748 4500603 0 0 0

Re

ins ection
4711973 2015312 3080411 2461288 2903864 506895

Education 812490 2198406 2357682 547502 2042118 505216
Public
awareness

166389 554779 624616 547502 512158 126770

TOTAL 58309391 124167464 1317108961176 88289117042772 28402391

of ermits 1198 2229 2405 1899 1766 911



ALTERNATIVESERVICES PROVIDED BY OTHERS

Another option is to contract with a private company There are primarily two

companies that provide that service in Broward CountyCAP Government Inc and

Calvin Giordano and Associates Inc

In Broward CountyCAP provides full Building Department services to the City of
Weston and the Town of Southwest Ranches The City of Weston has contracted with
CAP for five 5 years Weston previously contracted with Broward County but was

dissatisfied with the cost and the level of customer service The City Manager John

Flynt stated customer complaints have been reduced to zero since Weston switched to

CAP Similar to the LTBS agreement with the County the contractual compensation
for CAP is based on collection of permit fees collected

The Assistant to the Town Manager in the Town of Southwest Ranches stated they
switched from the County to CAP because of issues with the level of service and time to

process applications and inspections The Town felt CAP would be more local and a

smaller agency could be more responsive They are more satisfied with CAP than they
had been with the County

CAP also provides building services to North Bay Village in Miami Dade County They
were chosen through a RFP process in 2009 The Village was concerned about the

increasing costs of the Village building services department The proposals submitted

included Calvin Giordano CAP Government Inc and two other vendors The Village
agreement with CAP allows for compensation as a percentage of gross revenues The

Village Clerk stated the contract was working well

Calvin Giordano has been providing full Building Department Services to the City of
Pembroke Pines since July 2009 According to Pembroke Pines staff the City was

losing money on its own building department Pembroke Pines issued a Request for

Proposal in 2009 to provide plan review inspection and other building related services

Three respondents were shortlisted CAP Government Broward County Building
Services and CalvinGiordano Calvin Giordano was chosen by the City Commission

Calvin Giordano collects the building fees but remits an annual fee of150000 to the

City and a monthly rental fee for the office space utilized by the building services staff

In addition the City is entitled to collect 10of the gross revenues collected in excess

of4000000

Calvin Giordano also provides building services as well as other staffing for the City of

West Park No one responded from the City regarding the service
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OPTIONS

1 The Town can continue the agreement with Broward Mr Bowman feels strongly
the service we receive from Broward County is excellent The analysis has

determined that the permit fees are comparable with other municipalities He

feels our long standing contractual relationship with Broward County has been

effective in both lean and boom construction times The downside of continuing
with the County is that we could possibly lower our fees with a private provider
See Attachment D

2 The Town can develop a RFP for building services that solicits responses that

provide revenue to the Town and keeps building fees in a comparable range with

surrounding cities and the County The County and private providers would be

welcome to submit a competitive proposal that addresses the Townsdesire for
excellent customer service reasonable fees and revenues to defray Town

expenses to support the building services function

6
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BUILDING PERMIT FEE ANALYSIS
BROWARD COUNTY BUILDING CODE

SERVICES DIVISION
BROWARD COUNTY FLORIDA

FEBRUARY 2008

PMG Associates Inc

4171 West Hillsboro Boulevard

Suite 8

Coconut Creek Florida 33073



INTRODUCTION

PMG Associates Inc PMGA was engaged by the Broward County Building Code Services
Division to conduct a review of the current Building Permit Fee Schedule and make the
necessary recommendations for revision

The functions to be included are

Comparison with other governmental jurisdictions
Actual cost determination
Fee Analysis
Analysis ofthe fee charged to Contract Cities

Examine alternative methods offee structure

The methodology used for this analysis identifies the costs required to perform the service and
the fees charged for the provision of that service Any discrepancies between the costs incurred
and the revenue generated is defined

The following sections describe the methodology in detail perform the calculations and provide
findings and recommendations
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ADEQUACY OF CURRENT RATE STRUCTURE

The Broward County Building Code Services Division imposes a fee for the issuance ofBuilding
Permits This fee applies to all persons or entities that secure a permit for any construction
modification or major repair project

Fee Methodology

The fee is levied based primarily on the value of the construction effort to be undertaken To
avoid any conflict regarding the establishment of the estimated value of the construction
Broward County uses the RS MEANS Manual Latest Edition which provides a cost estimate
based on local conditions and labor rates The factors concerning the proposed construction
type size materials used to determine the estimated cost which is then entered into the
Divisions permitting system POSSE

The Building Permit Fee is then established as a percentage of the job value at 160 ofthe
estimated construction cost

Average Fee 2007

A review of all Building Permits issued during this past Fiscal Year was conducted for this

analysis The tracking software used by the Division was able to produce a spreadsheet with all
permit types fee amounts job values and average fees

Based on this review it is determined that the Average Building Permit Fee is 54822 This
average includes all permit types from large residential and commercial construction to small
additions and fences

Average Cost ofService

The Methodology used to determine the service costs for the issuance of Building Permits
required the identification ofall ofthe personnel costs associated with an average fee and all of
the indirect costs that are necessary to provide service

Personnel Costs include all of the employees that contribute to the issuance of a permit This

listing includes the Clerks who take the application and file all records The next employee class
is the Plans Examiners who are responsible for insuring that the plans comply with all

regulations The Inspectors are the personnel who actually travel to the construction site make
the required inspections and complete the paperwork necessary permit In addition supervisory
personnel are necessary to insure that all policies are met and the permit is issued accurately

2



To establish the amount of time spent on the average Building Permit records were examined
and interviews conducted with the appropriate personnel This process led to the determination
ofthe average amount oftime required by each employee class for the average permit

The amount oftime required for the average permit is as follows

Clerk 30hours

Inspector 35hours
Plans Examiner 20hours

Supervisory Services 05hours

Direct Costs are established by multiplying the hours by the average salary rate for the employee
class This average salary rate was provided using the records system ofthe County

Indirect Costs are defined as those charges that assist in the provision ofservices Indirect costs

include Fringe BenefitsSalaryOverhead Indirect Overhead Costs and Support Services from the

Building Code Services Division

Fringe BenefitsSalarvOverhead

This category is defined as the fees that are added to the Direct Salary Cost due to Government

regulation or benefits granted to employees The fees include

FICA

Social Security
Unemployment Tax

WorkersCompensation Tax

Health Insurance

Life Insurance

The typical method for estimating these costs especially for planning purposes is as a

percentage of Direct Salary Costs The appropriate rates were obtained from the Finance
Department ofBroward County and through review ofthe Division Budget For this study the

Fringe BenefitSalary Overhead rate is 3580The calculation ofthe rate is as follows

Cate o Measurement Calculation Rate
FICA Statuto NA 765
Retirement Contract NA 985
Insurance GroupLife Contract 7935 per personAverage

Sala of63670
1248

WorkersCompensation
Unem to ment

Budget 372170cost6398910
re ular a

582

Total 3580
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Indirect Overhead Costs

Other Departments and Divisions ofBroward County supply Internal Support Services to the

Building Code Services Division These services include items such as

Administration

Accounting
Budget
Information Technology
Mail center

Human Resources

Maintenance
Other services

Costs are allocated throughout the County Departments and Divisions proportionally based on

the services provided A review of the Group Cost Allocation System which is performed by
the Office of Management and Budget was conducted however for this analysis the actual

expenses for these items for fiscal year 2007 were computed and analyzed

The cost allocated to the Building Code Services Division was divided by the Direct Personnel
Costs to arrive at an average percentage ofSalary Costs The percentage used in this analysis for
Indirect Overhead Costs is 1734ofDirect Salary Costs

Cate o Line Item Total

Cost Allocation Char eback 628820
Coun Attorne Char eback 8213
Debt Service 317930
Pa ment to other a encies 154756 1109719

Salaries 6398910
Percent ofSalaries 1734

Support Services from the Building Code Services Division

The annual budget for the Division includes many items that necessary for the provision of the
service These budget items should also be allocated to the performance of the services and
include

Administration

Motor Pool and Mileage Charges
Education
Communications

Uniforms

Equipment
4



Communications and Utilities

HardwareSoftware Support and Maintenance

The FY 2007 Budget was reviewed for the cost for these items The costs were divided by the
Direct Salary Costs of the personnel to arrive at an average percentage of the personnel costs
For this study the support from the Building Code Services Division Budget is 3635ofSalary
Costs

Total cost ofsupport items 2062200
Cost ofInspection Salaries 5673084
Rate for support services 3635

Total Cost

The total cost of issuing the average permit is determined by adding all of the various cost items
to arrive at a total The following table provides the calculation

TABLE 1

DIVISION COST TO COMPLETE SERVICES FOR THE TYPICAL PERMIT

CATEGORY RATE HOURS COST

Personnel Costs

Clerk 2544 30 7632
Ins ector 3132 35 10962
Plans Examiner 3612 20 7224
Su erviso Personnel 4112 05 2056

Subtotal 90 27874
Indirect Costs
Frin eBenefitsSalar Overhead 3580 9979

Indirect Overhead Costs 1734 4641
Su ort Services Cost 3635 10132
Total Cost 52626

Limited Service Permits

Recent experience ofthe Building Code Services Division has illustrated a change in the type of
Permit Applicant in Broward County A trend has emerged where homeowners obtaining
permits for repairs to their homes is increasing Many of these repairs are minor in nature

including change outs of items such as water heaters doors and similar fixtures

5



One significant change would be to restructure the Minimum Fee Currently the permit
applicant must pay the minimum fee established in the Rate Ordinance plus the charge generated
by multiplying the Project Value by the multiplier By increasing the minimum fee to a figure of
125 and making a charge at the higher of the calculated rate or the Minimum Feeamore

equitable structure will exist for the smaller projects

Another issue ofequity arises from the inclusion ofa first plan review fee of52 on all permits
regardless of size For the smaller projects Under 10000 of Project Value that would be

included in the Limited Service Permits this fee could be eliminated since plan reviews are

generic and standardized and can generally be handles with expediency All other plan review
fees are appropriate at their current levels

As the fee schedule is currently deemed adequate to fully recover operating costs and its ability
to recover fully costs any adjustment for the Limited Service Permits should be recovered

through other avenues

Future Rates

This analysis covers the current time frame and reflects the charges and costs that are in effect

today One of the important questions is the appropriateness ofthis fee schedule in future years

This fee schedule is based on the estimated cost ofconstruction The program developed by RS
MEANS is updated quarterly and any increases in labor and material costs are included
Therefore the fees charged will be constantly revised due to the increased construction costs

This process is appropriate for the future as well as currently

There is a shift throughout many other governmental jurisdictions toward the method used in
Broward County This method reduces confusion and provides an automatic revision

One change to the system would be to shift from use of the RS MEANS manual to the online
software method This system would include the updated cost data in a more timely manner

The online software system should only be implemented if there is no conflict with the current

Broward County cost tracking system

The current fee system in Broward County relies on the application ofa multiplier to the Project
Value based on the RS MEANS system This multiplier is currently160 As costs continue
to rise the adequacy ofthis multiplier must be analyzed The earlier analysis of the current fee
structure and the average cost to provide the service indicated that the current multiplier of
160was adequate at this time However the Division must monitor the revenue generation
that results from the application ofthe multiplier Additionally any action taken by the Division
to address the Limited Service Permit issue above will more than likely have implications on the
level ofthe multiplier

The proposed changes in the smaller permit fees will have a negative impact on the revenue

stream due to the reduction in the fees To offset this loss the increase in the multiplier is

appropriate The loss of revenue to the smaller projects is estimated to be approximately 16

6



based on a review ofthe most recent permit applications To recover this loss an increase in the

multiplier from 160 to 185ofProject Value is required

In an effort to insure that the fees charged in Broward County are reasonable compared to other

jurisdictions the research conducted for this study was reviewed The multiplier of185is in
line with the other jurisdictions that are comparable to Broward County This increase will not

put Broward County into an adverse position regarding the competition

There are two methods to perform an annual review ofthe adequacy ofthe multiplier

The first is to compare the average fee generated by the permits to the cost calculated in Table 1

Division Cost To Complete Services For The Typical Permit with the average fee of all

permits If this ratio becomes negative Costs higher than Fees the multiplier should be
increased

The second method is to compare the increase in values from the RS MEANS system with the
increase in labor costs for the Division Ifthe labor costs increase at a faster rate than the Project
Value an increase in the multiplier is warranted

An annual review of the multiplier and the Minimum Fee figure should be conducted to insure
that the Fees are adequate and meet the cost recovery goal ofthe Division

The current fee ordinance should be amended to allow for this review and an increase in the

multiplier if so warranted

Conclusion

Continued use ofthe RS MEANS system for calculation ofProject Value
Establishment ofa Minimum Fee of125 that eliminates the current double counting ofa

Minimum Fee plus the calculated rate based on the application of the multiplier to the

Project Value

Elimination ofthe Plan Review Fee for projects under 10000
Increase the multiplier from160 to 185ofProject Value

Conduct an annual review of the Minimum Fee and the multiplier based on the actual
cost conditions that occur in the previous year

7



CONTRACT CITIES

Broward County government through the Building Code Services Division provides inspection
services to municipalities throughout the County under a contractual agreement between the

parties Article 3 Compensation from the Interlocal Agreement used for this purpose provides
the billing rate that applies for these agreements In this analysis the level of the charges are

examined to determine ifthe amounts should be adjusted for future contractual arrangements

Section 31 of the Agreement lists the services and hourly rates as follows

SERVICE RATE
Buildin Code Ins ector 6500
Plans Examiner 7500
ChiefBuildin Code Ins ector 7700
Buildin Official 9000

METHODOLOGY

The basis for the charge is the average hourly rate for employees in the job titles specified in the

Agreement In addition charges should be included for Supervisory Personnel Fringe
BenefitsSalary Overhead Indirect Overhead Costs and Support Services from the Building
Code Services Division This combination ofcosts reflects the true expense to Broward County
for providing the services

Personnel Costs

The personnel costs for the individual job titles are obtained from a report ofthe average salary
by position as ofDecember 2007 This report provided salary data on all Division personnel
aggregated by Position The average salary for that Position included all of the appropriate
personnel

This figure was used as the Base Cost for the determination of the total cost for the service

provided by Broward County

Supervisor Costs

Although the personnel that provide the field services to the Contract Cities generally perform
their duties without direct supervision and for the municipalities under contract there is some

supervisory functions of the Division that apply Assigning the personnel to the contract Quality
Control and other functions must be considered when identifying costs

For this analysis the supervisory function is determined to be 10 ofthe time expended by the
field personnel This time allocation is charged at the Supervisorssalary rate

8



Fringe BenefitsSalary Overhead

The methodology for determining the rate is the same as for the Current Rate Analysis in the

previous section of this report For this study the Fringe BenefitSalary Overhead rate is
3580

Indirect Overhead Costs

The methodology for determining the rate is the same as for the Current Rate Analysis in the

previous section of this report The percentage used in this analysis for Indirect Overhead Costs
is 1734ofDirect Salary Costs

Support Services from the Building Code Services Division

The methodology for determining the rate is the same as for the Current Rate Analysis in the

previous section of this report For this study the Support services from the Building Code
services division Budget is 3635ofSalary Costs

Total Cost

The total cost is a summation ofthe five elements listed above This figure represents the cost to

the Building Code Services Division for the services provided The fees that are established in

the Interlocal Agreement should reflect these costs

TABLE 2

CALCULATION OF COSTS BY SERVICE CLASSIFICATION

Category Inspector Plan Examiner ChiefBuilding
Code Ins ector

Building
Official

Hourl Rate 3132 3612 4112 4517
Su erviso Services 313 361 206 226

Total Personnel Cost 3445 3973 4318 4743

Fringe BenefitsSalary
Overhead 35800

1233 1422 1546 1698

Indirect overhead Costs

1734

597 689 749 822

Support Services Cost @
3635

1252 1444 1570 1724

Total Cost 6528 7528 8182 8986
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Recommendation

The fees for the Contract Cities should be adjusted as following hourly rates

SERVICE RATE
Buildin Code Ins ector 6600
Plans Examiner 7600
ChiefBuildin Code Ins ector 8200
Buildin Official 9000

Future Cost Considerations

Due to the rising costs that impact the Budget for the Building Code Services Division on an

annual basis the rates identified in this analysis should be revised periodically to reflect this

burden PMG Associates in the course of this analysis generated a mathematical model that

reflects the various components ofthis fee An annual adjustment can be made by simply adding
the new salary rates to the model The remainder ofthe calculations will then be automatically
generated

A more detailed analysis of the components of the Overhead and Support Rates should be

accomplished on a cycle of at least every three years This detailed evaluation will examine the
individual components to determine ifthe percentages used in this analysis are still valid Rapid
costs in items such as fuel insurance and other charges may occur at a higher rate than the
increase in personnel costs

10



COMPARISON OF BUILDING FEES

A comparison of the fees that are currently charged by the three county governments in South

Florida was undertaken by PMG Associates Inc PMGA Those counties included Miami

Dade Palm Beach and Broward Counties This examination showed that there were some

differences are in the types of fees serviceswork to be completed and the amounts that were

charged in the three counties

Many times the name ofthe fee is different but upon anindepth examination it was found that
the intent ofthe work was the same

The other area that was examined was the pricing of like permits and whether or not Broward

County was actually had a fee in place for services rendered that the other counties had in place
and were charging for

No changes to the current fee structure are warranted based on this review

Matrix offindings

A matrix that identifies the fee schedules for all three South Florida counties is found in the

Appendix

11
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