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SUBJECT

A MOTION approving an action plan related to the 2015/2016 Biennial Budget Ordinance, Ordinance 17941, Section 98, Proviso P1, for changes to the food program permit fee structure.

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. Environmental Health Services is required to recover its costs through permit fees, including labor, rent, equipment, supplies and all other costs of doing business.[footnoteRef:1] [1:  See, e.g., countywide financial policies (Motion 14110) and KCC 2.99.030.] 


Proposed Motion 2015-0069 contains the Executive’s response to a $500,000 budgetary proviso in the 2015-2016 budget that called for an action plan on near-term and long-term strategies to reduce food permit costs while maintaining health safety.

The proviso required a two-part response. Near-term strategies were required to be filed by December 12, 2014. Long-term strategies were due January 30, 2015. On December 12, 2014, the Executive transmitted the first half of the proviso response (Attachment 4 to this staff report). The second half of the proviso response and accompanying motion were transmitted on February 2, 2015.

Adoption of Proposed Motion 2015-0069 would approve EHS’s action plan for reducing food permit costs and would release $500,000 in expenditure authority for EHS.

BACKGROUND

Proviso History

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. 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 memberships of the King County Council and the Board of Health are interrelated. Three of the ten voting members of the Board of Health are King County Councilmembers who hold two votes each on the Board. 

In 2014, the Board of Health convened a rate subcommittee to examine EHS’s fees. At that time, EHS had not increased its permit fees since 2012. EHS conducted an extensive review of its fees and hired a consultant to perform a comprehensive time and rate study to determine actual costs. EHS posted a revised fee schedule for Board of Health consideration in mid-2014. Many fees were proposed to increase, including food permits. Food permits issued by EHS cover inspection of eating establishments, grocery stores, mobiles, caterers, temporary events,[footnoteRef:2] and farmers markets. The Food Program permits, educates and inspects over 11,500 permanent food businesses, 3,000 temporary food businesses, and 42 farmers markets per year. [2:  Examples of temporary events include Kiwanis Club pancake breakfasts or the Bite of Seattle.] 


The size of the proposed fee increases were the subject of considerable stakeholder negative feedback, particularly from permit holders for temporary events and farmers markets. For example, farmers market coordinator permits were proposed by EHS to increase from $502 to $1,162. Temporary event permits for limited types of food were proposed to increase from $55 to $200.

During the 2015-2016 budget process, Councilmembers expressed concerns regarding EHS’s proposed fee increases. The Board of Health was still evaluating the proposed increases and had not yet adopted 2015 fees as of the time of the Council’s budget process. 

The Council adopted a budget that did not include funding or FTE authority for four proposed positions that would have added costs to EHS’s existing rates. The Council also placed two provisos on EHS’s budget directing EHS to look for ways to reduce food permit fees. The provisos require the following:

1. Proviso 1 (Proposed Motion 2015-0069):
0. By Dec. 12, 2014: A report on near-term actions that can lower cost of permits for farmers markets and temporary nonprofits for 2015.
0. By Jan. 30, 2015: A report on long-term actions that can lower 2016 food program rates and fees.
1. Proviso 2:
1. 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.
1. 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. The actual fees are determined by the Board of Health, but ideally would be informed by strategies provided by EHS through the Council proviso reports. The full text of both provisos can be found in Attachment 5.

On February 19, the Board of Health adopted 2015 food permit fees that held farmers market and temporary event permit fees at their 2014 level and did not include a charge for building reserves. Overall, fees that were adopted for all other food permits were slightly less than those originally proposed by EHS. The fees reflect savings from the near-term mitigation strategies identified by EHS.

Food and Facilities Program

The Food and Facilities program aims to promote healthy people and healthy communities through education and regulation of food service establishments.[footnoteRef:3] Food Protection investigators inspect food establishments several times each year and, if requested, offer an educational session for staff.  [3:  The program also inspects water recreation facilities (pools and spas) which are not the subject of the proviso and not discussed here.] 


Of the 150 different types of permits issued by EHS, about 50 are related to food. 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 determine how many inspections are conducted, which affects costs. 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.

Essentially, fees are based on the cost of inspecting the business. They are computed by taking an hourly rate and multiplying it by the number of hours that are spent on average for a permit type. A large increase in estimated hours (as was the case with farmers markets and temporary vendors) can eclipse smaller hourly rate reductions, for a net increase in fees even when the rate is being reduced. 

Proviso Requirements

The proviso restricts $500,000 until the Executive transmits “an action plan for changes to the food program permit fee structure, including, but not limited to, temporary and farmers market permits, that result in lower permit costs and encourage vendor participation while maintaining food safety” and a motion approving the action plan is passed by the council." The action plan must include proposed near-term actions and timelines for implementation that can affect fees for 2015 to be adopted by the board of health and that would result in an average lower cost of permits for farmers markets and temporary nonprofits, and long-term actions and timelines for implementation that can lower 2016 food program rates and fees. In developing the plan, EHS must consider things such as recommendations from a county audit and other reports, stakeholder feedback, impact of the costs on businesses, and ability to maintain health standards.

Proviso Response

EHS notes that foodborne illness can come from almost any food type, is dangerous, is expensive, and is preventable. EHS’s proviso response identifies three main goals of conducting inspections for foodborne illness:
1) To identify outbreaks,
2) To identify and eliminate sources of transmission, and
3) To identify unsafe food preparation and handling practices, specifically in commercial food establishments.

Relevant to permit costs is the fact that program costs include costs of indirect support services that are linked to public health protection in general and not tied to individual permits, such as foodborne illness investigations (locating the source of contamination), complaint investigations, and emergency responses (such as restaurants affected by the City of Mercer Island’s E. coli water contamination in September 2014).

Near Term Strategies

EHS identified four near-term mitigation strategies for incorporation into the 2015 food permit fees, including one service reduction.[footnoteRef:4] The first two strategies described below resulted in an hourly rate reduction of $5, leading to the adopted food program hourly rate of $215 for all food permits except for farmers markets and temporary event permits, which were held at 2014 rates. The last two strategies specifically resulted in lower fees for farmers markets, temporary events, and mobile food trucks compared to EHS’s originally proposed fee schedules. [4:  Near-term actions were previously identified in the December 12, 2014 report responding to the first half of the budget proviso (Attachment 3).  Those strategies laid the groundwork for the near-term strategies summarized in the final report from February 2, 2015.] 


1. Reallocating indirect costs of foodborne illness and complaint investigations – EHS examined allocation of investigation time for foodborne illnesses and complaints, and determined that the majority of outbreaks are traced back to “brick and mortar” restaurants. Reallocating these indirect costs reduced the hourly rate by $4, while increasing inspection time attributed to certain permit types.

2. Reallocating indirect costs of wineries and requiring annual permits – EHS determined that 1,000 hours of indirect service time was being spent on variance requests for wineries. EHS reports that 32 of 130 active wineries obtained permits. This strategy would remove the variance option and require all wineries to obtain annual permits. It reduces the hourly rate by $1. Wineries that do not have a permit would now be required to have one, with estimated fees of $385 to $900.

3. Maintain 2014 fee levels for farmers markets and temporary events - The third near-term strategy, incorporated into the rate proposal and ultimately adopted by the Board of Health in February, was to maintain farmers markets and temporary event permits at 2014 levels. This created savings of the difference to those permit holders ranging from 42 to 131 percent, at an estimated cost of $500,000 to EHS. EHS proposes to close that fund gap by restructuring its reserve policies.

4. Restructure mobile and commissary permits – EHS’s fourth near-term strategy is to restructure mobile food vendor and commissary permits into one permit, requiring that one inspection per year occur at the commissary with the mobile unit. The commissary is where food prep is done off of the mobile vehicle. There are approximately 470 mobile food vendors, who would experience a reduction in services and fees by one inspection per permit, saving approximately 20 percent or $200 for each mobile food permit holder. 

Long Term Strategies

EHS identified three long-term strategies for 2015 or 2016 implementation, including two that contain service reductions. EHS also discussed two possible service reduction alternatives that it viewed as undesirable and does not currently plan to implement.

1. Restructure staffing model – The food program is exploring restructuring its staffing model to reduce overtime costs. This effort is related to a county auditor finding that identified a need for EHS to improve its staffing allocation methodology.[footnoteRef:5] The anticipated savings from restructuring and rescheduling staff were already incorporated into the 2015-2016 budget. [5:  2013 County Auditor Performance Audit of Environmental Health Services] 


2. Create new permit structure for market and event coordinators – Stakeholders requested coordinator permits that were scaled based on the size and structure of the farmers markets being served (currently they all pay the same prices regardless of number of permitted vendors attending a market). The food program is conducting additional stakeholder outreach with farmers market and temporary event coordinators regarding development of the new structure, with the goal of applying this strategy for the 2016 permit year. This change would affect approximately 65 permit holders.

3. Create new permit structure for market and event vendors – Stakeholders expressed interest in the ability to obtain a single permit for multiple temporary events for a lower price. A change would require new and different food safety compliance assurances. Without knowing the final structure, the fiscal impacts are yet to be determined. EHS believes this change carries a medium level of health safety risk. The change would impact approximately 2,700 temporary event permits and 220 farmers market permits, some of which currently reflect businesses obtaining multiple permits, one for each separate temporary event. 

EHS explored two other possible service reductions that it is not seeking to implement, due to anticipated high public health risk, unknown fiscal impacts, and inequitable outcomes. These include 1) eliminating the educational site visits and 2) eliminating the risk-based inspection model and shifting to all establishments receiving one inspection every six months. These alternatives were explored in the interest of thoroughly vetting various options that have been raised by Councilmembers, stakeholders and staff over the past few months. A 2014 Food Program Stakeholder subcommittee recommended keeping a 3-tier risk-based model and keeping educational visits.

Eliminating education site visits would be expected to lead to indirect costs from an increase in foodborne illness and complaint investigations. It is also expected to disproportionately impact small businesses and non-English speaking businesses who value educational visits as part of their annual staff training. 

EHS estimates that eliminating the risk-based model and moving to one inspection every three months would result in a reduction of 5,800 inspections annually. Low-risk permit holders who currently receive one inspection would receive two, and high risk establishments which currently receive three inspections would receive one less. There would be savings from staffing reductions, but those savings would be offset to an unknown extent by program restructuring costs and anticipated increases in foodborne illnesses and complaints. EHS also notes that it would result in fewer staff being available to respond to emergencies. 

Timelines

The proviso response identifies timelines for next steps in 2015. This includes working with staff and labor regarding staffing plans in the first and second quarter, conducting outreach with other counties, and then identifying best practices and new permit structures for farmers markets and temporary events in the second and third quarter of 2015. Stakeholder outreach is slated to occur throughout all of 2015.

ANALYSIS

The proviso requirements include several components:
· Inclusion of near-term strategies for 2015, particularly for farmers market and temporary events
· Identification of long-term strategies for 2016 food permit fees
· Consideration of previous studies, stakeholder feedback, and other factors
· Due dates of December 12, 2014 and January 30, 2015 for a two-part report.

The proviso response has met all of the technical requirements of the components to be included in the report, with the exception of the January 30, 2015 due date. The report was due on Friday, Jan. 30, and was filed with the Clerk on Monday, Feb. 2. The Executive’s office reports that this was due to an unforeseen administrative delay. If the Council chooses to adopt Proposed Motion 2015-0069, the $500,000 proviso amount may be released to EHS without any further actions needed by the Council; this was verified with Council’s legal counsel.

The near term strategies have all been initiated or incorporated into the Board of Health’s 2015 fee schedules. EHS is continuing to work on implementation in order to realize the savings assumed in the strategies.

The long-term strategies focus on two main areas for savings: staffing allocation and creating new permit structures for farmers markets and temporary events. 

· Staffing allocation - The need to review staffing methodology was highlighted in a 2013 county performance audit of EHS. The proviso response states that the Food Program considered this process improvement in 2014 and already incorporated planned savings into the 2015-2016 budget. However, it should be noted that the upcoming August 30, 2015 proviso requires that EHS develop an action plan for improving the operational infrastructure of EHS and fully implement the county auditor’s recommendation that EHS implement a rigorous approach to staff allocations in line with best practices. That second proviso indicates a direction to continue to work on infrastructure efficiency opportunities for food permit rate reductions.

· New permit structures for farmers markets and temporary events – Since permit fees for farmers markets and temporary events were held at 2014 levels, there will be a time-sensitive need to identify a workable structure with reasonable permit fees for these categories before 2016. EHS has identified a commitment to engaging in continuous stakeholder involvement throughout this process.

In short, the long term strategies focus on areas that have been of great interest to the Council, the Board of Health, and stakeholders. Two potential significant structural changes (elimination of educational visits or switching to a biannual inspection schedule for all establishments) were examined but not planned for implementation. It is unknown whether there might be variations of these alternatives that could provide some benefits with reduced risk, such as using technology to streamline and improve delivery of educational information rather than eliminating educational visits entirely. It is possible that as EHS explores how other counties administer their programs, they may identify other structural changes that could have positive significant impacts on fee schedules. 


AMENDMENT:
There is an amendment to consolidate Attachments A and B into one new Attachment A report.

INVITED:
Ngozi Oleru, Director, Environmental Health Services Division, Public Health 
Stella Chao, Deputy Director, Environmental Health Services Division
Becky Elias, Food Program Manager, Environmental Health Services Division
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1. Proposed Motion 2015-0069 with Attachments
2. Amendment 1 to Proposed Motion 2015-0069 with Attachment
3. Transmittal letter
4. 2014-RPT0158 EHS December proviso response
5. 2015-2016 EHS food permit provisos
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