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May 17, 2007
The Honorable Larry Gossett 

Chair, King County Council

Room 1200

C O U R T H O U S E
Dear Councilmember Gossett:

I am pleased to transmit this ordinance that places a 6-year, 30-cent per $1,000 assessed value Medic One/EMS levy before the voters in November, 2007.  The 30-cent levy rate supports the programmatic and fiscal proposals contained in the County Council adopted Medic One/EMS 2008-2013 Strategic Plan, and is the rate that was unanimously approved by the Medic One/EMS Stakeholders in October, 2006.

Developing the 30-cent levy rate to fund the Medic One/EMS 2008-2013 Strategic Plan was truly a regional and collaborative effort that brought together more than 100 stakeholders and tasked them with developing the future direction and basis for the next Medic One/EMS levy.  Stakeholders represented the full range of Medic One/EMS providers - urban and rural fire departments and districts, paramedic providers, emergency physicians and medical directors, labor representatives, finance specialists, dispatch agencies and private ambulance companies.  Elected officials and appointees from large cities, suburban cities, and fire districts joined the discussions later in the process to advise the group about potential political concerns with the recommended levy proposal.   

At the April 25, 2007 Regional Policy Committee meeting, members amended the Medic One/EMS 2008-2013 Strategic Plan to include language proposing that a 6-year 25.4-cent levy lid lift be considered as a funding mechanism for the Medic One system.  Subsequently, an ordinance authorizing the 25.4-cent levy lid lift was introduced on April 30, 2007.  

During the levy planning process, the stakeholders reviewed and rejected a levy lid option, choosing instead to support the 6-year 30-Medic One/EMS levy.  Concerns with a levy lid lift revolved around potential junior taxing district prorationing, governance issues, and a change from what has been successful for the past 30 years.  The introduction of this 30-cent Medic One/EMS levy legislation represents great support for, and commitment to, the programmatic and fiscal recommendations in the Medic One/EMS 2008-2013 Strategic Plan, as well as the solid expertise and dedication that the stakeholders committed to the levy planning process over the past 18 months. 
In accordance with RCW 84.52.069, the approval for a 30-cent Medic One/EMS levy from cities with population exceeding 50,000 is being sought.  As of this transmittal, six of the seven cities have passed resolutions confirming their support.

Accompanying this legislation is the 2008-2013 Financial Plan that fully funds the program levels specified within the Medic One/EMS 2008-2013 Strategic Plan and ensures: 

· The maintenance of the existing infrastructure of paramedic (Medic One) services, and sufficient funding for an anticipated 3 new paramedic units (1 in the City of Seattle, 2 in the balance of King County) to be implemented between 2008 and 2013.  These additional units are necessary to maintain existing levels of services and keep pace with the growing demand on the system due to trends in call volume, response times and anticipated increases in the age of the population in the region; 
· Continuation and growth of support for Basic Life Support (BLS) services, tying BLS financial support to incidents where BLS most closely supports paramedic services; and 
· Continuation of vital regional operational and medical support programs provided by the Seattle-King County Department of Public Health - EMS Division that emphasize uniformity in medical care across jurisdictions, consistency in excellent training, and medical quality assurance.

You will notice that this 2008-2013 Financial Plan differs slightly from the original Financial Plan located on page 88 of the Medic One/EMS 2008-2013 Strategic Plan.  The 30-cent proposal was drafted in the summer and fall of 2006 and since then, economic forecasts and assumptions have been updated.  
The Medic One/EMS Financial Plan accompanying this transmittal has been revised using the most recent econometric data that includes higher Assessed Valuation (A/V) assumptions and adjusted inflation assumptions related to the program areas highlighted in the Medic One/EMS 2008-2013 Strategic Plan.  The result of these adjustments is refined revenue and expenditure projections, but still a Medic One/EMS levy rate of 30 cents.   

The attached 2008-2013 Financial Plan has been modified to reflect these adjustments, and this letter highlights significant elements of the Plan.   
Contingency Reserves:

Having no planned contingency and reserve posed a significant challenge in the 2002-2007 levy period.  During this past levy planning process, stakeholders insisted that contingency be included in the 2008-2013 Financial Plan to cover unplanned expenditures – whether these related to an emergency situation, significant changes in economic assumptions, or new operational and programmatic needs.  Such a contingency reserve for the 2008-2013 levy period was created for both the King County and City of Seattle Medic One/EMS funds.  
Councilmembers recently voiced concerns about the unstructured nature of the contingency reserve.  The Medic One/EMS 2008-2013 Strategic Plan identifies the level of funds that could be spent within the four program areas, but does not specify for what services or needs it might be spent. 

In response, the contingency reserve has been apportioned into four categories, three of which are new designations.  The use of such funds is regulated by language that was discussed, amended and ratified by the Elected Official Stakeholders in October, 2006.  Only with the declaration of “extraordinary circumstances” and subsequent approval by the King County Council and the Medic One/EMS Advisory Committee can the funds then be authorized and appropriated by the King County Council for use.  

The four categories of reserves and their uses are:

Disaster response:  Funds to respond to a disaster that would require significant mobilization of the Medic One emergency medical services system. 

Unanticipated inflationary issues:  Funds to be utilized only if annual inflation is at least 1% higher than projected.  It would be applied to cover the cost of diesel, pharmaceuticals and medical equipment as well as accommodating unanticipated demands on the Medic One system.

Other Reserves:  Funds to finance replacement medic unit chassis to facilitate the reuse of vehicle components and equipment for medic unit maintenance, and risk abatement.   

Salary and wage contingencies:  Contingency funding for cost of living adjustment increases being higher than forecasted or other unforeseen labor cost increases. 
:

Millage Reduction:  A fifth category of reserves is also established which could be used in later years to reduce the Medic One/EMS millage rate.  In addition, if contingency funds are not needed, particularly within the salary and wage contingency, a mechanism in the financial plan allows for such money to be moved into a millage reduction reserve, thereby giving the council the option to reduce the levy rate in the later years of the levy.
The proposed ordinance and financial plan includes a requirement to maintain an undesignated Medic One/EMS fund balance of 6% of annual revenue.  This mirrors the county General Fund financial policy.
Advanced Life Support (ALS) Services:  

ALS funding has been, and continues to be, the priority of the Medic One/EMS levy.  As of 2007, there are 25.0 ALS units throughout King County.  These units are managed by six primary ALS providers:  Bellevue Medic One, King County Medic One, Redmond Medic One, Seattle Medic One, Shoreline Medic One, and Vashon Medic One.  Additional paramedic service in the Skykomish area is provided by contract with Snohomish Fire District 26.
The contract with Snohomish Fire District 26 originated when King County Medic One/EMS needed to assume the ALS service that Monroe had previously administered to that area, and also wanted to address the longer ALS response times to this isolated portion of King County.  Although there were no provisions in the Medic One/EMS 2002-2007 Strategic Plan for financial support, Medic One/EMS agencies in the region were able to devise an interim arrangement to offer paramedic services to the residents of Skykomish Fire District via a two-year contract with Snohomish Fire District 26 until long-term support could be included in the next levy plan.   

The subsequent contract and services to Fire District 50 were unplanned services that were added during the 2002-2007 levy period using available fund balance, as mentioned above.  The Medic One/EMS 2008-2013 Strategic Plan and the 2008-2013 Financial Plan specify funds to cover service demands like this through the call volumes/utilization reserves.  

New Units:  This projects the costs for the two new units to be added in the balance of King County, as proposed in the 2008-2013 Medic One/EMS Strategic Plan.  Planning new units is a critical piece of the ALS program, as underestimating the need for future paramedic services could weaken the level of care provided to the residents of King County, overestimating the need for paramedic services could needlessly increase costs.  

The addition of these two units was based on an anticipated moderate growth in call volumes, primarily in suburban areas, and supported anticipated increases in an aging population in the region.  The placement of these units will be addressed on a regional basis analyzing established criteria that include unit response time, unit workloads, backup coverage, and exposure to advanced skill sets.  
Prior to any of these funds being spent, an evaluation of the programmatic needs will be conducted by King County Medic One/EMS staff in conjunction with the Fire Departments and ALS agencies, reviewed and approved by the Medic One/EMS Advisory Committee and funded via a budget request by the King County Council.  

Outlying Area Service Levels:  

The demand for paramedic services in outlying areas during the 2002-2007 levy sparked the development of a regional approach addressing the expenses affiliated with such service areas for the 2008-2013 levy.  This funding is specific to addressing paramedic service level disparities in Vashon and Skykomish, including the potential elimination of transport fees charged to some paramedic patients treated in the Skykomish area by Snohomish County Fire District 26.

Basic Life Support (BLS) Services:

BLS personnel are the “first responders” to an incident, providing immediate basic life support medical care that includes advanced first aid and CPR/AED to stabilize the patient.  Staffed by firefighters trained as Emergency Medical Technicians (EMTs), BLS units arrive at the scene on average under five minutes.   

Since the first Medic One/EMS levy in 1979, each successive levy has always partially funded BLS, in acknowledgement of the extremely critical role which emergency medical technicians play in the regional Medic One/EMS system.  Funding support has grown annually at either the rate of levy growth or, as during the 2002-2007 levy span, at the rate of growth in the Consumer Price Index (CPI).  However, the annual level of increase has not kept pace over the years with the annual cost of providing BLS support across the region, and additional BLS financial support was requested by city and fire district providers in order to assist with rising costs of providing Medic One/EMS activities.  
The BLS funding proposal includes a one-time recommended increase in the base funding level which would then be increased annually by the increase in the CPI and distributed to agencies based on the percent of AV contributed, and call volume, which is a surrogate for workload.  For details on the funding methodology, please refer to pages 44-46 of the Medic One/EMS 2008-2013 Strategic Plan.
Increases in Expenditures:

The 30-cent levy rate is 5 cents higher than the previous levy rate, and results in significant increases in expenditures from 2007 to 2008.  This is due to the following reasons: 
1.  Continuing to fund services that were added during the 2002-2007 levy:  Over the span of the 2002-2007 levy, 3.5 ALS units were added, 2 ALS units were increased from .5 to 1.0 funding, additional funding was added for Vashon and Fire District 50, and 12 strategic initiatives were implemented.  The costs of running these programs are now the new “baseline” from which the expenditures for the next levy are calculated and a levy rate is developed.  Continuing to fund these services and programs will require a higher starting levy rate for the 2008-2013 levy.   

2.  The nature of the levy/cash flow:  Expenditures increase at a higher rate than revenues.  Therefore, the revenue collected in the early years of the levy is saved to cover the higher expenditures during the later years of the levy.  Expenditures in 2007 are expected to exceed revenues by approximately $3.5 million; the revenues saved from earlier years in the levy period will be used to cover this deficit.  The starting levy rate in the new levy period must begin at a level great enough to cover this deficit, as well as collect funds to cover expenditures in 2012 and 2013.

3.  Rebasing current services:  It is more expensive to provide Medic One/EMS services and programs now than at the beginning of the 2002-2007 levy.  Specifically, ALS costs have risen significantly.  Throughout the 2002-2007 levy, growth in the CPI was used to account for inflation, but proved to be insufficient in keeping up with the increases in the costs of providing services.  As the costs for salaries, benefits, and medical supplies grew faster than inflation, ALS providers were no longer receiving full cost recovery during the prior levy period.  To correct this issue in the 2008-2013 levy, the 30-cent levy proposal includes a rebasing of the 2008 ALS expenditures to accurately meet the full cost recovery ALS model.  This results in ALS expenditures increasing from 2007 to 2008 without a change in services – simply an adjustment to reflect the actual cost of providing the services.  
4.  Services to be added during 2008-2013 levy span:  The 30-cent Recommended Option proposes the addition of 3.0 new units to accommodate anticipated growth, an increased BLS allocation, and new Regional Services and Strategic Initiatives.  The starting levy rate must be high enough to accommodate these new services throughout the span of the levy.

Our Medic One/Emergency Medical Services system provides life-saving medical assistance to all residents of King County regardless of location, incident circumstances, day of the week, or time of day.  It is recognized as one of the best emergency medical services programs in the country, and its response model has garnered an international reputation for innovation and excellence in out-of-hospital emergency care.   

The programmatic recommendations and proposed 30-cent levy rate as specified in the Medic One/Emergency Medical Services 2008-2013 Strategic Plan ensure that this vital service will continue to be provided in 2008 and beyond.  I appreciate the prompt consideration that the King County Council gave the Medic One/Emergency Medical Services 2008-2013 Strategic Plan, and encourage a timely yet thorough review of 2008-2013 Financial Plan.  If you have any questions or concerns regarding this transmittal package, please feel free to contact Bob Cowan, Director of the Office of Management and Budget, at 206 296-3434.

Sincerely,

Ron Sims

King County Executive
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cc:
King County Councilmembers



ATTN:  Ross Baker, Chief of Staff




  Shelley Sutton, Policy Staff Director




  Anne Noris, Clerk of the Council


Bob Cowan, Director, Office of Management and Budget (OMB)


Dr. David Fleming, Director, Seattle-King County Department of Public Health (DPH)


Tom Hearne, Director, Emergency Medical Services Division (EMS), DPH

Chris Bushnell, Chief Economist, OMB 


Helen Chatalas, Levy Planner, EMS, DPH
