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Subject   

A review of the 2015-2016 budget process for Environmental Health Services and status report on food program and farmers market fees for 2015.

Summary
The Environmental Health Services division (EHS) is one of five divisions within Public Health – Seattle & King County. EHS provides fee-based, grant-based and regional services focused on prevention of disease. It operates as a full cost recovery division.

The King County Council adopts the operating budget for EHS, but the fee amounts that EHS charges for its services are set by the Board of Health. In November, the Council adopted the 2015-2016 biennial budget for EHS, but the Board of Health has not yet adopted program fees for 2015. The Board will likely act on fees early next year. 

This review summarizes the Council’s budget actions, discusses the implications of the Council’s adopted budget on the Board of Health’s pending fee decisions, on the food program in particular, provides information about stakeholder engagement, and presents a conceptual overview of potential mitigation strategies to lower the fees for some permit categories.
Background
Environmental Health Services

Environmental Health Services (EHS) is one of five divisions within Public Health – Seattle & King County (PHSKC). The EHS Division provides fee-based, grant-based and regional services focused on prevention of disease through sanitation, safe food and water, proper disposal of wastes and toxics, and promoting safe and healthy environmental conditions. EHS sections include:

· Community Environmental Health (wastewater, solid waste, rodent control, local hazardous waste, plumbing and gas piping, marine recovery area pollution, toxicology)

· Food and Facilities

· Zoonotic Diseases and 

· Healthy Community Planning.

2015-2016 Executive Proposed Budget

The Executive’s Proposed Budget for EHS for 2015-2016 was $47,592,000 in expenditures with estimated revenues of $48,238,000, and 145.5 FTE. As will be explained further below, the Council adopted a budget that was $1 million and 4.0 FTE less. EHS operates on a full cost recovery basis. Most of the revenue for EHS comes from permit fees and charges for services ($45 million, or 93 percent). Most of the expenditures for EHS come from wages and benefits ($33 million, or 69 percent). The revenues and expenditures as proposed are shown in the pie charts below. The organizational chart for EHS is attached as Attachment 1.  

Figure 1. 2015-2016 Executive Proposed Revenues for EHS
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Figure 2. 2015-2016 Executive Proposed Expenditures for EHS
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EHS Permits

There are over 150 different types of permits issued by EHS. Permits are issued in five main categories that are related to the service areas provided by EHS. The table below shows the five main categories of permit types and the volume of permits processed by EHS in 2013.

Table 1. Permit Areas and Volume

	Permit Areas
	2013 Number of Permits Issued

	· Food and Facilities (inspection of eating establishments, grocery stores, mobiles, caterers, temporary events, farmers markets)
	14,716

	· Water Recreation Facilities (inspection of pools, spas, water parks)
	1,739

	· Pet Businesses (inspection of pet stores, pet care facilities, animal shelters, breeders, petting zoos)
	411

	· On-Site Septic (inspection of septic systems, private wells)
	4,162

	· Solid Waste (inspection of transfer stations, haulers, recycling facilities)
	67


The Food and Facilities program aims to promote healthy people and healthy communities through education and regulation of food service establishments. Health and Environmental Investigators inspect establishments several times each year and, if requested, offer an educational session for staff. Establishments include businesses such as restaurants, grocery stores, mobile food trucks, caterers, temporary events serving food, and farmers markets.

Of the 150 different types of permits issued by EHS, about 50 are related to food, farmers markets, and temporary events (examples of temporary events include Kiwanis Club pancake breakfasts or the Bite of Seattle). Permit types vary depending on the type of establishment (brick and mortar restaurants, mobile food trucks, farmers markets, etc.) and level of risk (1, 2, or 3).  Risk categories are based on the type of food preparation activity that is occurring and its likelihood of causing illness.

Low risk permits (Risk Category 1) require one inspection per year. Medium risk permits (Risk Category 2) require two inspections per year, including one educational site visit. High risk permits (Risk Category 3) require three inspections per year, including one educational site visit. Farmers markets do not have these risk categories – they receive two inspections per year. For the 2013-2014 year, there were 530 farmers market vendors in 42 farmers markets, for a total of about 80 inspections of the markets and their permit-holders. 

Permits are issued to provide oversight for safe preparation, handling and serving of food. Farmers selling whole fruits and vegetables do not require a permit.  Farmers sampling fruit or vegetables may do so without a permit, though must follow safe hand washing and food handling procedures.

Food and Facilities Permit Fees

Fees are adopted by the Board of Health and codified in the Board of Health code that covers all of King County. The last time fees were increased was in 2012. 

In 2014, EHS engaged in a comprehensive review of its permits and fees. In the course of that review, EHS identified areas where fees did not appropriately reflect the hours being spent by staff on permitting activities and the cost of the service; some were greater than charged and some were less. In addition, fees had not been increased since 2012. 

EHS proposed new fee schedules for consideration by the Board of Health that adjusted fees both in response to the time and fee study of actual costs of service and to account for cost increases since 2012, such as inflation. EHS posted the fees for public comment on its web site and conducted stakeholder outreach meetings with the food business community.

The food permits and permits for farmers markets and temporary events are included in Attachment 2. The fees proposed for farmers markets and temporary vendors were as follows:

Table 2. Farmers Market and Temporary Food Permit Fees (2014 and proposed 2015)

	Food Fee Schedule
	2013 Permit Count
	2014 Fee
	2015 Proposed Fee
	Change
	Percent Change

	Temporary Food
	1,573
	$281
	$400
	$119
	42%

	Temporary Food – Limited types of food
	1,928
	$55
	$200
	$145
	263%

	Farmers Market Recurring Coordinator
	42
	$502
	$1,162
	$660
	131%


Temporary food permits are for single events. Limited temporary food permits are for single events serving certain types of food on a list that are deemed to pose less health risk. Farmers markets also have a charge for the market coordinator. A farmers market vendor is charged the permit fee for one market for an entire season, but also requires a separate permit and fee for each different market that the vendor attends.

Fees are computed based on an underlying hourly rate that is multiplied by number of hours of service. The underlying rate includes assumptions about the cost of doing business, including the number of inspectors and other staff that are needed to run the program.  EHS currently charges a unified rate of $201/hr for all of its permits. Based on the time and fee study, EHS proposed a fee schedule that assumed an underlying rate of $190/hr for solid waste and septic permits and $225/hr for food permits.

The Executive’s proposed budget included a number of requests that, if approved, would have the effect of increasing EHS program hourly rates. Multiplied by inspector hours, those rates result in the fee schedules that were proposed by EHS and posted on its web site. 

2015-2016 Council Adopted Budget 

In the course of EHS’s outreach efforts, there were increasing public comments and concerns regarding the proposed rates for food permits, and for farmers markets in particular. These public comments continued in the fall, during the Council’s budget process. During the Council’s deliberations, the Council expressed great concern regarding the fee changes proposed by EHS. Although the Council does not approve the hourly rates or fee schedules, the Council’s budget decisions can impact the costs and revenues of the program and therefore have an effect on rates and fees. 

The roles and memberships of the King County Council and the Board of Health are interrelated. The Council adopts the budget and FTE authority for EHS. The Board of Health (BOH) adopts the EHS fees. In addition, three of the ten voting members of the Board of Health are King County Councilmembers who hold two votes each on the Board. 

The table below summarizes the budgetary requests that, if approved, would add costs to EHS’s hourly rates. Positions with rate impacts are those for which EHS assumed a rate increase to support the cost of the position.
Table 3. Executive’s Proposed Budget Requests with Program Rate Impacts

	BUDGET PROPOSAL
	2015/2016

Proposed Budget
	FTEs
	Food Impact
	CEH Impact

	1. Food Program Supervisor (Local 17) 
	$262,680
	1.0
	$2.25
	-

	2. Accountant
	$201,961
	1.0
	$1.75
	$0.25

	3. Paralegal
	$190,771
	1.0
	$0.95
	$0.95

	4. Section Manager for Chemical Hazards and Solid Waste
	$316,352
	1.0
	-
	$4.25

	5. Veterinarian
	$88,682
	0.25
	-
	$0.33

	6. Food Program Review program development
	$150,000
	n/a
	$1
	

	Total
	
	
	~$5
	~$5


The Council’s adopted budget did not include three requested positions affecting food program rates, including the food program supervisor, accountant, and paralegal. The combined financial effect of not approving those requests was a reduction of approximately $5 from EHS’s proposed food program hourly rate of $225/hr. The Council’s adopted budget also did not include a requested Section Manager for Chemical Hazards and Solid Waste. The combined effect of the adopted budget on the Community Environmental Health (CEH) permit rates was also approximately $5 from EHS’s proposed CEH hourly rate of $190/hr.

As noted above, the Council’s action has a financial impact on EHS’s operating budget, but the fees are adopted by the Board of Health. An hourly rate reduction would not necessarily result in a fee decrease for all vendors, as other variables used in the fee calculation can change including the amount of time for each category of permit.

The Council also placed two provisos on EHS’s budget, requiring a series of action plans on how to reduce the costs of food program permits. The provisos are attached as Attachment 3. The provisos require the following:

1. Proviso 1:

a. By Dec. 12, 2014: A report on near-term actions that can lower cost of permits for farmers markets and temporary nonprofits for 2015.
b. By Jan. 30, 2015: A report on long-term actions that can lower 2016 food program rates and fees.

2. Proviso 2:
a. By Aug. 30, 2015: The county auditor must report that EHS has fully implemented the auditor’s recommendation to implement a rigorous approach to staff allocations.

b. Also by Aug. 30, 2015:  An action plan for improving the operational infrastructure for EHS that would allow EHS to not increase the food program rate through the end of 2017 and still build rate reserves.

The net effect of the provisos is to require a series of reports that requires progressively greater amounts of information and strategies for achieving food program cost reductions. Ultimately, the actual fees would be determined by the Board of Health, but ideally be informed by strategies provided by EHS through the Council proviso reports.

Stakeholder engagement and feedback 

In support of the work of the Board of Health Advisory Committee on Environmental Health fees, the Food Program engaged in a comprehensive stakeholder effort for food permit holders from August through November, 2014 that included:

· Ten in-person meetings 

· 170 participants, made up mostly of vendors, and including representation from Farmers Market Association, Washington Restaurant Association, Seattle Food Truck Alliance, Chinatown International District Business Improvement Area, Kiwanis Club, and many community organizations.  

· Meetings with the King County Department of Natural Resources Parks and the Seattle Office of Economic Development.

· Emails and mailings and phone calls. 

· Over 200 comments received via website, email or voicemail.

Comments are generally critical of the increases.  Most of the attention is on the increases for permits for farmers market coordinators and temporary event vendors with claims that the proposed increases are at odds with King County’s goal to create better access to healthy food. 

Mitigation strategies 

Stakeholder feedback, along with staff input, directly informed the mitigation strategies currently under development. The strategies developed are aimed to address the two factors that create the fee – the hourly rate, and time spent on permits. Examples unders consideration include: 
· Creation of a new permit structure with a flat fee for farmers market and other temporary event vendors who participate in multiple events instead of per event permit fees; 
· Restructuring the mobile food service model to have one permit that covers both the mobile unit as well as the identified commissary facility instead of the two permits currently required; and
· Examine indirect costs to reduce hourly rate and adjust direct service time to proportionately allocate costs permit types.
Mitigation strategies will be incorporated into the final fee proposal that is expected to come before the full Board of Health early in 2015.
Next Steps

The Board of Health meets on the third Thursday of each month. Its next meeting is on Dec. 18, 2014. Food permit fees are renewed April 1, 2015 and temporary events and farmers markets are renewed 14 days prior to the event. Customers receive at least 30 days’ notice prior to any fee increase. Therefore, if the Board of Health did not adopt 2015 fees by its February meeting, there would be financial impacts from the difference between assumed costs and anticipated revenues. 

Attachments
1. EHS organizational chart

2. Food, Farmers Market, and Temporary Event permit fee proposals

3. Council budget provisos on EHS
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