
A Financial Status Report for the City of Las Vegas Building and Safety Enterprise

Fund.

A BRIEF HISTORICAT PERSPECTIVE

ln January of 2008 the City of Las Vegas Director of Building and Safety retired. The Deputy Director of

the Department was appointed to "fill in" while a search for a new Director was conducted. During the

search for a new Director the Deputy Director unexpectedly retired as well at the end of May 2008

leaving the Department without experienced leadership. . ln December of 2008, the temporary Director

was appointed by Council as a permanent replacement of the Director who departed in January.

ln Fiscal Year 2008 there were 123 employees in the City of Las Vegas Building and Safety Department.

The Department had a negative revenue/cost differential of -53,259,866 million dollars at the end of

that Fiscal Year. ln March of 2008, B&S implemented the first reduction in force of 31 positions from

the department. This reduction in force resulted in several employees taking reductions in salary

through re-assignment and "bumping" through the provisions of the collective bargaining agreement

into other positions in the Department and other City Department, 17 employees left unemployed and

several employees left through retirement. Those positions vacated by retírement were not filled.

A second reduction in force was necessary and conducted in January-March of 2009 that resulted in a

further reduction of 33 employees. The end of the 2OO8/20O9 fiscal year (June of 2009) the Enterprise

Fundhadapositiverevenue/costdifferentialofS123,491. Athirdreductioninforceoccurredin
March-April of 2010 of 9 employees. The total reduction in force for the Building and Safety Enterprise

Fund was 64% of the Enterprise funded position in two years from 123 employees to 43 employees in

December of 20L0.

The Department embarked on a study to look at its fees which constitute its only revenue source as an

Enterprise fund in the fall of 2008. The study was completed and presented to Council in September of

201-0 with a finding that the fees charged under the then current fee schedule were 65% deficient

toward the Enterprise Fund having full cost recovery. The economic conditions were such that a single

increase o165% would be too damaging to the construction industry conducting business in the City of

Las Vegas. A graduated schedule to increase fees by 50% was agreed upon and approved by Council to

increase fees by 25% as soon as possible and to have two additional fee increases in the years 2012 and

201-3 of L5% and 10% respectively. Assuming the fees could be implemented quickly there would be a

one year period between the initial 25% increase and the second 15% increase. Because the

Department was transitioning from a Valuation Based fee schedule to a Cost Based fee schedule

implementation of the new schedule into the Department's automated fees through the City's Hansen

software took almost a full year to completely implement. The fees were finally fully implemented in

June of 2077. A condition of approval by Council in September of 2010 was that the Director was to

provide a financial performance update to the Council and review the budget performance with the

Enterprise Fund oversight Committee prior to the second increase in fees. This report is to provide that

update to the Council and Enterprise Fund Committee. Previously meetings were held with the

Enterprise Fund Committee in May and September of 2OL2 at which reports the fiscal performance of
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out of the lnternal Fund used to finance retirement payouts, vacation and sick leave. A decision was

made by City Management to begin to assess those full costs to the all of the Departments including the

Enterprise Fund. The Enterprise Fund wasassessed an additional5281,000 in May of 2OI2 thatwas not

a part of the adopted budget. ln addition to that cost the charges for Government and Administration

to pay for City support services charged to the Fund was also increased in January 2Ot2 from 10% of the

salaries & benefits to 2L% of the salaries which impacted the budget by an additional 546,000. This has

resulted in an increase to the cost of employees that was not included in the cost-based fee schedule

conducted two years prior. The impact of this information results in an hourly cost increase from St60

per hour for an employee used in the fee study to S1ZS per hour. This cost differential dramatically

changes the results of the original fee study and diminishes the anticipated impact of the yet to be

implemented fee increases, potentially leaving a short fall to the full cost recovery goal for the

Enterprise Fund. lt is anticipated that the full annual cost of this decision to the Enterprise Fund will be

in the neighborhood of 5680,000 (increase in benefits over FY12 budget is5477,760 and the increase in

G&A from FY12 is 52O2,r78).

Funds that had been paid in to the lnternal Service Fund for replacement of the mobile highway tablets

previously mentioned were reallocated so that when the need arose in the FY 20LL/2OL2 to replace

those units the replacement funding was not available and an additional non-budgeted cost of 573,800

was incurred by the Fund to replace those devices. The impact of this issue is that the Fund paid for a

singlereplacementoftheunitstwice. TheEnterpriseFundalsopaidintothecostrecoveryfundfor

replacement of these units 543,481.

ln January 2009 the Building Department transferred the stewardship of Department records to the City

Clerk's Office. This was done as a part of the reduction in force for the Department and resulted in 4

positions being transferred from the Enterprise Fund to the Clerk's General Fund Budget. ln the fall of

2011 the Clerk's Office informed the Building Department that a back-up copy of the Building

Department Micro-fiche records did not exist and needed to be created to protect against any

permanent loss of those records. As these are Enterprise Fund records 5150,000 was transferred from

the Enterprise Fund to an lnternal Service fund for the Clerk's Office to use to finance the creation of a

back-up Micro-fiche record. This expense was also a non-budgeted expense'

ln June of 2OI2 an additional S18,000 was transferred to the lnformation Technologies internal service

fund for on-going initiatives for on-line applications, Hansen and Mobile highway modifications as part

of the Development Services Program initiative portion for the Building and Safety Department. This is

a nother non-budgeted expense.

Up to this point these non budgeted expenditures are considered to be non-discretionary expenditures

based upon City Management decision points and the necessity to maintain records and to part¡cipate in

the on-going process of streamlining our development review process. Some of these expenditures

were one-time expenditures such as the purchase of the mobile highway units, back-up Micro-fiche

records and lT charges. The G&A charges and charges for the employee benefits are re-occurring annual

charges that may continue to increase over time. The total of these non-budgeted non-discretionary

charges to the Enterprise Annual budget is 5568,800. The annual impact of the G&A and employee
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ln summary of the inspections and plan review, which are the primary revenue sources of revenue for

the Enterprise Fund are short for actualtime in review and inspection by a total ol55%. FY 13 Budgeted

Labor costs for the Department in total are $5,996,840. The total budgeted revenue for the Department

is 56,563,516. Labor accounts for 9t% of the Departments budget. The combined revenues from plan

review and building permits from January I,2Ot2 to November 30,20L2 was $1,470385. The

Department has other inspection fees such as same day or express inspections, certification inspections

and special inspections. Total inspection fees are 52,550,327. The plans review function also has other

plan reviews such as express plan reviews, expedited plan reviews and administrative fees. The total

revenue from all plan reviews is 52,111,844. Combined plan review fees and inspection fees total

54,662,L7t or 90% of the fees collected year to date through November 30, 3012. Therefore the

performance of our plan review fees and inspection fees is critical to stabilizing the Enterprise Fund.

With the scheduled fee increases and greater efficiencies in plan reviews and inspections and smaller

fee increases using the CPI formula, the Department's revenues may be stabilized long term.

Department Performance on Services Provided and Staffine Levels

It is critically important to discuss performance of the Enterprise fund in delivering services when

considering budgetary matters. lt is the revenues versus the costs in management of an Enterprise Fund

that drives the fees and ability to justify the need for the level of fees. The industry has been very clear

in its willingness to pay fees if service is provided. However, paying higher fees for the same or less

service is totally unacceptable. Thus consideration of fees and budget cannot be done in a vacuum

minus performance.

ln the Calendar year of 2ll2there has been an increase of 13% in permit activity through the month of

November as compared to permits issued in 2011. New single family home construction primarily in the

area of tract subdivisions has been the largest increase with 30% more permits January through

November in2}I2than in 2011. The valuation of Residential permits from January to November has

increased in2OT2from2OLtby 33.6%. Commercial permits have only shown a 4Yoincrease from

January to Novembe r in 2OL2 over 2011. New construction of commercial buildings is actually less in

2OL2from 2011the increase in commercial permits has been in additions and tenant improvement

projects. Commercial valuation of permits from 2OILto 2OI2 through November has decreased in

2OL2by tO.3%. However, with these modest increases in permitting we are not meeting performance

measures in the two main areas of the Department services, inspections and plans examination.

Building !nspections

For the fiscal years of 08/09 and 09/10 the yearly holdover averages per day were 4.2 and 4.6

respectively while the fiscal performance of the Department was stable, our revenues were sufficient to

cover our costs. FY J:C,/7tthe average holdovers per day were 15.4 and for FY LI/L2 the average rose to

25.9. A comparison of lnspection hold over's shows that in calendar year 2011 the department was

averaging for the year 24 holdovers per day. ln2OL2 from January through the end of November that

amount has doubled to 52. Hold over averages from July of 2Ot2to the end of November the Enterprise

function is experiencing 85 hold over's per day with three of the last 5 months exceeding an average
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Total plan reviews conducted in January through December of 20Ltwere 2,867 with an average

monthly total of 238 and an average # of days to complete a plan review of 6.1 days. ln January through

November of 2Ot2 total plans reviewed is2,t28 with and average monthly total of 193 and an average

number of days to complete a plan review of 6.1 days. Despite the declining number of plans reviewed

the realstory lies in the size of the projects that we have received in the past four months.

To explain how the size of projects impacts our reviews and turnaround time it is necessary to

understand the changes we have made in the last two year s to our review program. 3 years ago we had

two review programs, an expedited review for large projects that was basically a"paY to play" approach

that requires SSSO to obtain an expedited review and 5600 for each hour or review. This program brings

all disciplines of the review process into a single simultaneous review. Fire, Planning, Electrical,

Plumbing, Mechanical, Architectural and Structural reviews occur at the same time to achieve the

customer's first review in a single day. The other plan review was the standard first-come-first served

review process. Since the last reduction in force the Department has employed 5 plans examiner, 2

Architectural, 1 Plumbing and Mechanical, 1 Electrical and 1 Structural examiner. The same examiners

that reviewed express plans reviews also reviewed the standard list. Each express review took time

from the standard reviews. ln 201L the Department implemented and over-the -counter review for

plans of 3 pages or less and 3 disciplines or less. A second review known as an expedited review was

also added for projects of less than 4,000 square feet or less and all disciplines. This review guarantees a

3 day turnaround of plan reviews with an added 5200 per hour charged for this expedited review. The

over-the-counter reviews were performed by our Plans and Permits Manager. ln July of 2072 an

additional plans examiner was added to staff to perform over-the- counter plan reviews. Since its

inception the over-the- counter plan review program has conducted 2346 same day reviews. The

Department provided 1,008 over-the counter reviews in 2OIL and 1,338 year to date in 20t2, an

increase of 33%. The expedited program has been staffed by our 5 plans examiners giving them 3

different review programs to be responsible for. ln 2011 plan review staff conducted 302 expedited

plan review and year to date they have provided 384 and increase of 27%. These two changes were

made to adjust to the demand of our customers for the last four years that basically was comprised of

smaller tenant improvement projects. As the plan review statistics for 2OIt indicate these programs

have been very successful in meeting demand. However, in the second quarter of 2OL2 the number of

expedited plan reviews and express reviews increased dramatically from larger projects. Expedited plan

reviews in October, November and thus far in December have increase by 27%. Express plan reviews for

October through December have increase by 70%. Our customers are becoming more and more

frustrated because the demand for expedited and express plans reviews has increase substantially to

the point that these reviews are no longer expedited or express. This frustration is verified by our

scheduling of plans reviews. Currently in order to obtain an Express plan review we are 5 weeks to be

scheduled, Expedited (with a 3 day turnaround) is currently 2 weeks and Standard Plan Review requires

6 weeks to receive a review. To assist in meeting this demand, on December 3,2012 Council approved a

contract for a plan review consultant to utilized to conduct plan reviews during peak periods of demand

and particularly for larger projects as described below in order to assist staff in meeting the custome/s

expectations and our performance goals.
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