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CITY COUNCIL WORK SESSION

AGENDA
Thursday, August 1, 2024

4:30 PM

AGENDA
CALL TO ORDER
ROLL CALL
APPROVAL OF AGENDA — August 1, 2024 Council Work Session
CITY COUNCIL BUSINESS

A. Building Inspection Fee Proposal By Stensland Inspections
B. 2025 Budget
C. City Administrator Updates

ADJOURN
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City of Afton

Meeting Date August 1, 2024 Afton, MN 55001

3033 St. Croix Trl, P.O. Box 219

Council Memo

To: Mayor Palmquist and City Council Members

From: Ron Moorse, City Administrator

Date: July 25,2024

Re: Stensland Inspections Proposal Regarding Building Permit Fee Schedule

Building Permit Revenues and Building Inspection Fees

The City receives building permit revenue from building construction projects, and pays a portion of this revenue to the
contracted building inspector as building inspection fees. For many years, the allocation of the building permit fee
revenue was approximately 65% to the City and 35% to the contracted building inspector. In recent years, with a
reduction in the availability of contracted building inspectors, the allocation percentages have been changing
substantially. In fact, in some cities the allocation percentages have been more than reversed, as some contracted
inspectors are receiving 65%, 75% and 85% of the building permit revenue as their building inspection fee.

Stensland Inspections Proposal

The current three-year contract with Stensland Inspections expires in December 31, 2024. Stensland Inspections is
proposing that, with the new contract, the allocation of the building permit fee revenue be changed to more closely
reflect a survey of building inspection fees in east metro cities and townships. Based on this survey, Stensland
Inspections is proposing that, beginning in 2025, the building permit fee revenue be allocated 50% to the City and 50%
to Stensland Inspections and that in 2026, the building permit fee revenue be allocated 35% to the City and 65% to
Stensland Inspections. In addition to the survey, Stensland Inspections has provided the statute that sets out how the
building inspection fees are to be determined, as well as a calculation of the impacts of the proposed changes. Isaac
Stensland will attend the work session to present and explain the proposal.

Financial Impact.

Because both the building permit fee revenue and the building permit inspection fees have been very conservatively
projected for many years, the impact of the proposed change on the tax levy would be relatively limited, particularly in
2025.




Jenny Moore

From: Isaac Stensland

Sent: Wednesday, July 17, 2024 7:56 AM
To: Ron Moorse

Subject: Fwd: State Statutes for Fees

This forwarded email from last August provides a good summary and contrast of the current fee schedule vs the
states and Afton's neighbor's schedules.

I'll be sending more soon

Isaac Stensland
Building Official

(i> | STENSLAND
i

INSPECTIONS
PO Box 126

Lakeland, MN 55043
651-436-7669

---------- Forwarded message ---------

From: Stensland Inspections <stenslandinspections@gmail.com>
Date: Thu, Aug 17, 2023 at 8:31 AM

Subject: State Statutes for Fees

To: Ron Moorse <rmoorse(@ci.afton.mn.us>

Hi Ron,

Thank you all of your efforts on getting the flat fees updated. It is greatly appreciated.

I'm thinking hopefully the next lift will be an easy one in terms of getting Afton's fee schedule up to date.
If you visit the State of MN Revisors site of State Statutes link here Sec. 326B.153 MN Statutes

you will see where the state outlines clearly what cities should use as a guideline for Building Permit Fees. The
casiest way for cities is just to adopt this schedule every couple of years in my opinion.

Flat fees which we already took care of are a separate consideration so our new policy would not be considered
with this and is all set.

While Afton's Building Permit Fee table has a plan review and Inspections column, it doesn't appear a plan
review fee is actually being charged for jobs under $100,000, which is most of our work.

Example. If a new deck comes in at $10,000 valuation.



State statute fee calculation - $83.50 (for first $2000) + $16.55 x 8 (additional thousands above 10) = 83.50 +
132.40 = $215.90 Inspections fee.

Since decks require plan review ( to verify joist, beam sizes, calculate footing size etc) a 65% plan review is
required to be added on top of this $215.90 per 326B.106 of the statute and MN Residential Code 1300.0160.

The final fee calculation looks like this $215.90 x 1.65 = $356.23
The final fee would be $356.23

Afton's fee for this deck right now is $170.00 total of which Stensland gets $60.00 for 3 inspections and a plan
review

Denmark Township now charges $260.40 for this deck permit fee
West Lakeland's fee on this deck is $391.60

When you work your way down Afton's fee schedule and the State Statute you see both schedules fees converge
at about $100,000 job valuations.

So to be clear if Afton adopted the state statute fees for jobs whose valuation is from $10,000 to $100,000
would raise considerably.

One the other hand if you compare a new $1,000,000 house between the 2 schedules Afton's total fees are
$17,000 and the states guideline would be $10,950 with plan review so Afton's fees are considerably higher on
large projects.

I just wanted to get this information in front of you as something to consider. I've been deep in this subject the
last year getting Denmark and West Lakeland's schedules up to speed as well and they have been very receptive
as you have been.




326B.153 BUILDING PERMIT FEES.

Subdivision 1. Building permits. (a) Fees for building permits submitted as required in section 326B 107 include:
(1) the fee as set forth in the fee schedule in paragraph (b) or as adopted by a municipality; and

(2) the surcharge required by section 326B.148.

(b) The total valuation and fee schedule is:

(1) $1 to $500, $29.50;

(2) $501 to $2,000, $28 for the first $500 plus $3.70 for each additional $100 or fraction thereof, to and including
$2,000;

(3) $2,001 to $25,000, $83.50 for the first $2,000 plus $16.55 for each additional $1,000 or fraction thereof, to and
including $25,000;

(4) $25,001 to $50,000, $464.15 for the first $25,000 plus $12 for each additional $1,000 or fraction thereof, to and
including $50,000;

(5) $50,001 to $100,000, $764.15 for the first $50,000 plus $8.45 for each additional $1,000 or fraction thereof, to
and including $100,000;

(6) $100,001 to $500,000, $1,186.65 for the first $100,000 plus $6.75 for each additional $1,000 or fraction thereof,
to and including $500,000;

(7) $500,001 to $1,000.000, $3,886.65 for the first $500,000 plus $5.50 for each additional $1,000 or fraction thereof,
to and including $1,000,000; and

(8) $1,000,001 and up, $6,636.65 for the first $1,000,000 plus $4.50 for each additional $1,000 or fraction thereof.

(c) Other inspections and fees are:

(1) inspections outside of normal business hours (minimum charge two hours), $63.25 per hour;

(2) reinspection fees, $63.25 per hour;

(3) inspections for which no fee is specifically indicated (minimum charge one-half hour), $63.25 per hour; and

(4) additional plan review required by changes, additions, or revisions to approved plans (minimum charge one-half
hour), $63.25 per hour.

(d) If the actual hourly cost to the jurisdiction under paragraph (c) is greater than $63.25, then the greater rate shall be
paid. Hourly cost includes supervision, overhead, equipment, hourly wages, and fringe benefits of the employees
involved.

Subd. 2. Plan review. Fees for the review of building plans, specifications, and related documents submitted as
required by section 326B.106 must be paid based on 65 percent of the building permit fee required in subdivision 1.

Subd. 3. Surcharge. Surcharge fees are required for permits issued on all buildings including public buildings and
state licensed facilities as required by section 326B.148.

Subd. 4. Distribution. (a) This subdivision establishes the fee distribution between the state and municipalities
contracting for plan review and inspection of public buildings and state licensed facilities.
(b) If plan review and inspection services are provided by the state building official, all fees for those services must

Thank you,

Isaac Stensland
Building Official

&N | STENSLAND
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INSPECTIONS

PO Box 126
Lakeland, MN 55043
651-436-7669



2025 Proposed Construction Permit Fee Schedule
(As outlined in MN Statute 326B.153)

326B.153 BUILDING PERMIT FEES.
§
Subdivision 1.Building permits.

*Valuation and fee schedule is:

(1) $1 to $8,001, $140.00; (this line modified to match Afton’s recent flat fee change 8-
23)

(2) $8,001 to $25,000, $83.50 for the first $2,000 plus $16.55 for each additional $1,000
or fraction thereof, to and including $25,000;

(3) $25,001 to $50,000, $464.15 for the first $25,000 plus $12 for each additional
$1,000 or fraction thereof, to and including $50,000;

(4) $50,001 to $100,000, $764.15 for the first $50,000 plus $8.45 for each additional
$1,000 or fraction thereof, to and including $100,000;

(5) $100,001 to $500,000, $1,186.65 for the first $100,000 plus $6.75 for each
additional $1,000 or fraction thereof, to and including $500,000;

(6) $500,001 to $1,000,000, $3,886.65 for the first $500,000 plus $5.50 for each
additional $1,000 or fraction thereof, to and including $1,000,000; and

(7) $1,000,001 and up, $6,636.65 for the first $1,000,000 plus $4.50 for each additional
$1,000 or fraction thereof.

(c¢) Other inspections and fees are:

(1) inspections outside of normal business hours (minimum charge two hours), $63.25
per hour;
(2) reinspection fees, $63.25 per hour;

(3) inspections for which no fee is specifically indicated (minimum charge one-half
hour), $63.25 per hour; and

(4) additional plan review required by changes, additions, or revisions to approved plans
(minimum charge one-half hour), $63.25 per hour.

(d) If the actual hourly cost to the jurisdiction under paragraph (c) is greater than $63.25,
then the greater rate shall be paid. Hourly cost includes supervision, overhead, equipment,
hourly wages, and fringe benefits of the employees involved.




Subd. 2.Plan review.

Fees for the review of building plans, specifications, and related documents submitted as
required by section 326B.106 must be paid based on 65 percent of the building permit fee
required in subdivision 1.

Subd. 3.Surcharge.

Surcharge fees are required for permits issued on all buildings including public
buildings and state licensed facilities as required by section 326B.148.

*Minnesota Residential Code 1300.0160 Subpart 3. Building Permit Valuations.

The applicant for a permit shall provide an estimated permit value at the time of application.
Permit valuations shall include total value of all construction work, including materials and
labor, for which the permit is being issued. Building permit valuation shall be set by the
Building Official in accordance with latest International Code Council (ICC) Square Foot
Construction Costs Tables.




AFTON FEE SCHEDULE COMPARISON

(Existing schedule to MN State Statute 326B.153)

Project Valuation

$1-8000

$25,000

$50,000

$100,000

$500,000

$1,000,000

Current Fee

$140

$425

$850

$1,700

$8,500

$17,000

2025 Proposed Fee

$140

$615

$1012.50

$1,993.57

$6529.57

$11,149.57

BUILDING PERMIT INCOME COMPARISON




Fee Charged $140 Afton Inspector
Currently (35/65 split) $65 $75
2025 Proposed (50/50 split) $70 $70
2026 Proposed (65/35 split) $49 $91
Fee Charged - $615
Currently (35/65 split) $399.75 $215.25
2025 Proposed (50/50 split) $307.50 $307.50
2026 Proposed (65/35 split) $215.25 $399.75
Fee Charged - $1012.50
Currently (35/65 split) $658.13 $354.37
2025 Proposed (50/50 spilit) $506.25 $506.25
2026 Proposed (65/35 split) $354.37 $658.13
Fee Charged - $1,993.57
Currently (35/65 split) $1295.82 $697.75
2025 Proposed (50/50 split) $996.79 $996.78
2026 Proposed (65/35 split) $697.75 $1295.82
Fee Charged - $6,529.57
Currently (35/65 split) $4244 22 $2285.35
2025 Proposed (50/50 split) $3264.79 $3264.78




2026 Proposed (65/35 split) $2285.35 $4244.22

Fee Charged - $11,149.57

Currently (35/65 split) $7247.22 $3902.25
2025 Proposed (50/50 split) $5574.79 $5574.78
2026 Proposed (65/35 split) $3902.25 $7247.22

CITY REVENUE COMPARISON
(Using Construction Season Months of 2023)




Afton’s Total Income 2023 (June thru September) = $76,716.20

Afton’s total income for this same time period with the new proposed contract in place -
1t year (50/50 split) = $57,537.15

Afton’s total income for this same time period with the new proposed contract in place in
year 2 (65/35 split) = $38,358.10
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City of Afton
3033 St. Croix Trl, P.O. Box 219

Meeting Date August 1, 2024 Afton, MN 55001

Council Memo

To: Mayor Palmquist and City Council Members
From: Ron Moorse, City Administrator

Date: July 25, 2024

Re: 2025 Budget Preparation Overview

As a first step in preparing for the development of the 2025 budget, the following is an overview of the significant
items affecting the budget.

General Fund Budget
e The cost for Police Services is increasing from $267,250 to $283,229, which is a $ 15,479, or 5.8% increase
over 2024,
e The cost for Fire Services is increasing from 310,500 to 325,211, which is an increase of $14,711 or 4,7% over
the 2024 amount.

®  Projected Street Maintenance Cost Increases

o Street Crackfilling. The cost for Street crackfilling has increased substantially. Because there are 60
miles of streets, and streets should be crackfilled every 5 years, an annual crackfill project with 12
miles of streets is needed each year. The cost for the 2024 street crackfill project is $11,000 per mile.
A 12 mile project would cost $132,000. The current budget has approximately $50,000 for street
crackfilling.

o Hazardous Tree Removals from City road rights-of-way. The city budget includes funding of
$62,000 for Brush/Tree/Mow in road rights-of-way. While the brush portion will be lower than in
recent years, the need for removal of hazardous trees will be increasing substantially, as ash trees
begin to die in larger numbers in the city rights-of-way.

o Building Permit Revenues and Building Inspection Fees

o The City receives building permit revenue from building construction projects, and pays a portion of
this revenue to the contracted building inspector as building inspection fees. In the 2024 budget, the
City is projected to receive a net of $65,000 of building permit revenue after paying the building
inspection fees. This net revenue amount would be reduced based on the changing building
inspection services market that has changed the allocation of building permit fees between cities and
contracted building inspectors.

Increases Needed for On-Going Levies
e There is a need to replenish and/or provide additional funding for several accounts in the Special Activities
Fund
o Stormwater Account levy: increase from $2,500 to 4,000
o Codification account levy: Increase from $500 to $1000
o Audit and Legal Reserve Account levy: Increase from 5,000 to $10,000

e There is a need to provide additional funding for the Building and Land Fund, which is used to fund
repairs/improvements to City Hall and the Public Works Garage.




e Increase levy from $5,000 to $8,000

Funding for Major Street Repairs

In 2023, a new account was added to the Special Activities Fund for major street repairs. The account was funded at
$40,000. Based on actual major street repair costs in 2024, and the decision to use the remainder to fund the 2024 Street
Crackfill project, the account needs to be replenished back to $40,000.

Street Improvement Funding
e 2023 Legislature did approve dedicated on-going funding to small cities for street improvements. This
will result in significant funding in 2025.

e The Street Improvement Funding Plan calls for a $67,800 increase in the yearly levy for street
improvement funding in 2025, which will increase the levy into the Street Improvement Capital Fund
from $458,000 to $525,800.

Debt Service Levies

Two levies totaling $120,000 were originally put in place for the debt service on the two PFA low interest loans. These
levies were temporarily transferred to the 2020A Disposal System Bonds (River Road Sewer Project) until the 2020A
bonds were paid off in February of 2024. Staff will work with the new accountant to determine the on-going levies
that are needed for the PFA loans.

Sanitary Sewer Fund

Staff has identified necessary maintenance arrangements needed to ensure proper monitoring and preventive
maintenance of lift stations to prevent the premature need for large repairs. Staff is in the process of obtaining pricing
regarding these maintenance arrangements. These costs will be reflected in the Sanitary Sewer operating budget.

® Page 2
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City of Afton
3033 St. Croix Trl, P.O. Box 219

Meeting Date August 1, 2024 Afton, MN 55001

Council Memo

To: Mayor Palmquist and City Council Members
From: Ron Moorse, City Administrator

Date: July 25, 2024

Re: City Administrator Updates

The City Administrator will provide updates regarding any new information related to projects, needs, etc.
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