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Metropolitan King County Council
Health, Housing and Human Services Committee

STAFF REPORT

	Agenda Item:
	11
	Name:
	Amy Tsai

	Proposed No.:
	2015-0378
	Date:
	Oct. 6, 2015



SUBJECT

A motion acknowledging implementation by environmental health services of a performance audit recommendation and approving an action plan for improving the infrastructure of Environmental Health Services, in order to lower food permit costs while maintaining food safety as required by Ordinance 17941, Section 98, Proviso P2.

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


Proposed Motion 2015-0378 contains the Executive's response to a $500,000 proviso in the 2015-2016 budget that made release of funds contingent upon 1) the county auditor reporting that EHS has implemented a rigorous approach to staff allocation in keeping with a performance audit recommendation, and 2) Council approval of an operational action plan to lower permit costs while maintaining food safety.
 
The county auditor issued a letter on July 31, 2015, fulfilling the first proviso requirement. The Executive transmitted an action plan for the second requirement on September 16, 2015.[footnoteRef:2] [2:  The proviso required transmittal of the report by August 30, 2015. Legal counsel has confirmed that no corrective legislative action is needed in order to release the funds should the Council choose to adopt the motion accepting the report.] 


Adoption of Proposed Motion 2015-0378 would approve EHS's operational action plan for reducing permit costs and would release $500,000 in expenditure authority for EHS.

BACKGROUND 

The King County Council adopts the operating budget for EHS. Fee amounts that EHS charges for its services are set by the Board of Health. The actions of these two bodies are therefore interrelated but occur independently, although there is an overlap in membership with three of 10 voting members of the Board of Health being King County Councilmembers who hold two votes each on the Board. 

Food permit fees are a combination of the hourly rate multiplied by the number of hours it takes to perform the service, plus an additional reserve fund charge. The hourly rate is intended to represent the actual cost of direct and indirect services. As a result, the rate and the number of hours can both independently affect the fee amount charged to a permitholder. 

The rate is affected by what services are charged to a permitholder and how much it costs to deliver those services. Rate savings can be achieved by not charging a permitholder for a service (either by discontinuing or reducing a service, or by charging someone else for the work if applicable). Rates are also affected by the direct and indirect costs that comprise the rate. Efficiencies or elimination of direct or indirect costs can impact the rate. For example, the Council declined to add several non-revenue-backed positions to EHS that would have increased indirect costs and therefore would have increased the rate.

The fee is affected by the rate and how many hours are charged to the permitholder. The fee can be reduced by reducing the rate, but it can also be influenced (increased or decreased) by changing the number of hours charged to a permit. Hours can change for several reasons. EHS adjusted hours charged for 2015 based on the results of a 2014 time rate study; before that, fees had not been adjusted since 2012. For that adjustment, hours increased for some permits and decreased for others. Hours could also be affected by restructuring the inspection work. For example, if permits were consolidated or structured to require less inspection time, then the decrease in hours would have the effect of decreasing fees. The long-term cost mitigation strategies proposed by EHS and discussed below take this restructuring approach – to reduce hours and therefore costs to the permitholder, while incentivizing healthy behavior.  

In 2014, the Board of Health (BOH) 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 in 2014, including a comprehensive time and rate study to determine actual costs. EHS proposed a 2015 fee schedule for BOH consideration in mid-2014. Many fees were proposed to increase, including food permits. Concerns and questions were raised at that time by stakeholders, BOH, and the Council.

Food permits issued by EHS cover inspection of eating establishments, grocery stores, mobiles, caterers, temporary events,[footnoteRef:3] 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. [3:  Examples of temporary events include Kiwanis Club pancake breakfasts or the Bite of Seattle.] 


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 required the following:

1. Proviso P1 (Motion 14345, adopted April 27, 2015):

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 P2 (PM 2015-0378):

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 was a series of reports that required progressively greater amounts of information and strategies for achieving food program cost reductions. 

On February 19, BOH 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 adopted for all other food permits were slightly less than those originally proposed by EHS. The adopted fees reflected expected savings on the hourly rate from the near-term cost mitigation strategies reported by EHS in the P1 proviso response earlier this year. 

EHS subsequently engaged with food business and other stakeholders, including consultation with other counties locally and nationally, to identify best practices and feasible options to restructure food permits, with a focus on farmers markets and temporary events.

On September 17, EHS presented to the Board of Health on the temporary event and farmers market permits redesign process and new proposed fees, with a focus on significantly restructuring these fees to reduce the cost for most permit applicants while covering actual EHS costs. BOH may vote on temporary event and farmers market permit fees at its October 15 meeting. Those fees reflect the strategies reported by EHS in its P2 proviso response that is the subject of Proposed Motion 2015-0378. 

The August 2015 Proviso (P2) specifically states:

P2 PROVIDED FURTHER THAT:
	Of this appropriation, $500,000 shall not be expended or encumbered until:
	A.  The county auditor reports that the environmental health services division has fully implemented Recommendation #5 of the September 11, 2013, performance audit of environmental health services, i.e., to implement a rigorous approach to staff allocations addressing the four best practice factors identified by the county auditor, which include a defined staffing methodology with staffing standards and performance measures related to caseloads and workloads; and
	B.  The executive transmits a copy of the auditor's report and an action plan for improving the operational infrastructure of environmental health services in order to lower permit costs and encourage vendor participation while maintaining food safety, and a motion that approves the operational action plan and the motion is passed by the council.  The motion shall reference the subject matter, the proviso's ordinance, ordinance section and proviso number in both the title and body of the motion. 
	Development of the action plan shall be informed, at a minimum, by the recommendations from the 2013 county auditor performance audit of environmental health services and the action plan submitted in response to proviso P1 of this section regarding environmental health services.
	The proposed action plan shall include recommended actions and timelines for achieving cost savings that are projected to result in no food program rate increases through the end of 2017 while building rate reserves during that timeframe.  The plan shall show at a minimum the operational costs, workloads, and staffing assumptions that are the basis for achieving the target.
	The executive must file the action plan and motion required by this proviso by August 30, 2015, in the form of a paper original and an electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff, the policy staff director and the lead staff for the law, justice, health and human services committee, or its successor.

ANALYSIS

Auditor Recommendation #5

In completion of the first requirement of Proviso P2, the proviso response includes a copy of a letter from the County Auditor that confirms EHS's full implementation of Recommendation #5 of the 2013 EHS audit, which was to implement a rigorous approach to staff allocations. The best practice approach now being internally used by EHS for each new position request essentially helps clarify and quantify the need for the position and the best way of fulfilling the need. The process includes providing workload and caseload data and estimated hours for completion with each position request. Hiring supervisors are also required to identify whether a new position should be career service or temporary, whether the workload is seasonal, annual or one-time, the amount of training versus productive work time expected, and whether the workload can be addressed through temporary overtime. The requests are also reviewed by the finance and section manager.

The proviso response also references improvement projects being piloted to build a better staffing model, arising out of the auditor's 2013 recommendation and a 2014 food program review. The work (discussed in the report as Mitigation Strategy #4) involves work with labor, human resources, and the office of labor relations. This work, with a timeframe of 2016-2017, will address the following areas:
· Weekend coverage
· Supervisory span of control and oversight during weekends
· Quality assurance systems to improve inspection consistency
· Workload and overtime analysis

The financial impact of that body of work is still to be determined. 

Operational Action Plan

Near-term cost mitigation strategies identified in the response to the P1 proviso contribute to the EHS fee structure and were included by EHS in its response to the P2 proviso. Long-term strategies identified in the P1 proviso response were subsequently fleshed out in the P2 proviso response. 

The near-term strategies that were previously addressed in the staff report to Motion 14345 are briefly summarized here. Each strategy contributed to an hourly rate or fee reduction that is already assumed in the food permit fees currently adopted by the BOH.  Those strategies included:
· Reallocating indirect costs of foodborne illness and complaint investigations 
(-$4/hr, shifting an estimated $250,000 in costs to Communicable Disease section);[footnoteRef:4] [4:  There is a net zero effect on the Public Health budget because the work is still being done but is being charged to a different entity.] 

· Reallocating indirect costs of wineries and requiring annual permits (-$1/hr, generating $48,000 in new permit revenue);
· Maintaining 2014 fee levels for farmers markets and temporary events (created a $500,000 fund gap addressed by reserves); and
· Restructuring mobile and commissary permits into a combined permit (~$200 fee reduction per permit).[footnoteRef:5] [5:  Consolidation of permits creates an efficiency so that less staff time needs to be charged to the permitholder. There is no associated reduction in staffing because staff are reallocated to backlogged bodies of work.] 


The long-term strategies discussed in the proviso response include the following:
· Restructure the staffing model (discussed above);
· Create a new permit structure for market and event coordinators; and
· Create a new permit structure for market and event vendors. 

In developing the new farmers market and temporary event permit structure, EHS engaged stakeholders at three community meetings and consulted with the State Department of Health, neighboring county health departments (Pierce, Snohomish, Spokane and Thurston counties), and national contacts. 

Long-term strategies identified in the proviso response seek to bring down the fee, not the rate. Permit fee savings are achieved for the permitholder by restructuring permits, including the creation of a multiple-event permit for vendors with good health records. The cost of inspector time per hour does not change, but billable inspection time is reduced where food health risks are lowest. This restructuring allows EHS to reduce the cost to the permitholder and frees up inspector time to perform backlogged services. Because the inspector remains fully subscribed, there is no associated reduction in staffing levels.

The main elements of the proposed new structure for farmers market and temporary event permits involves the following:
· Single and multiple event permits are created that require continued good performance in order to be eligible for the multiple event permits, thereby incentivizing healthy behavior. The proposed risk-based model is similar to the food safety approach that is used for public health risk determinations in brick and mortar establishments.
· A new certified booth operator permit is created that is required for multiple-event permits and requires formal food safety education. This position provides an additional level of trained oversight of vendor performance at an event. 
· Permit costs are also differentiated based on low, medium, and high-risk food handling, to better align costs with the amount of inspector time needed to inspect the activity. 

EHS is also proposing a blanket permit for one-time events where a single organization can take responsibility for all vendors at an event, and the cost is billed at the hourly rate based on the number of inspector hours required to service the event. EHS is also working on a scaled farmers market coordinator fee that is currently in design development.

Required Plan Components

Report considerations. Proviso P2 required that the action plan be informed by the 2013 performance audit and by the action plan submitted in response to Proviso P1. This requirement was met. The report discusses the performance audit in meeting the first requirement of compliance with Auditor recommendation #5, and incorporates the P1 action plan as part of the new P2 action plan. 

[bookmark: _GoBack]Due date. Proviso P2 also required that the action plan and accompanying motion be submitted by August 30, 2015. The plan and motion were filed on September 16, 2015. The transmittal letter (Attachment 2) explained that the delay was due to being responsive to multiple interested stakeholders and wanting to provide a complete product. Staff verified with Council's legal counsel that if the Council chooses to adopt Motion 2015-0378, the proviso's funding can be released without any additional legislative actions required.

Financial target. Finally, Proviso P2 required that the plan include "recommended actions and timelines for achieving cost savings that are projected to result in no food program rate increases through the end of 2017 while building rate reserves during that timeframe," and the plan must show the operational costs, workloads and staffing assumptions for achieving the target. 

The cost, workload and staffing assumptions are summarized in a table on p. 24-25 of the proviso response. The food program hourly rates that were assumed in the BOH's 2015 adopted fee schedules are higher for 2015 compared to the 2012-2014 status quo, but due to the cost mitigation strategies employed by EHS they were lower than EHS's originally proposed 2015 amounts. 

In 2014, EHS charged a unified rate of $201/hr for all permits. In 2015, responsive to concerns raised by the County Auditor, EHS created a separate rate for Food and Facilities permits and for Community Environmental Health permits. Table 1 below shows the initial proposed rate changes, the lowering of the proposed rate that occurred as a result of the 2015-2016 adopted budget, and the further lowering of the proposed food permit rate that were a result of the proposed cost mitigation strategies that were identified in Proviso P1.

Table 1. Evolution of the proposed rate
	2014 Rate (unified)
	Sections
	Initial proposed rate
	Rate including 2015-16 Adopted Budget Assumptions
	Rate including EHS proposed mitigation strategies to reallocate indirect costs

	$201
	Food and Facilities
	$225
	$220
	$214.80*

	
	Community Environmental Health
	$190
	$185
	$184.80*


* Due to a technical issue with EHS’s billing software, rates must be divisible by 60 (minutes) into exact cents – hence the fractional dollar amounts listed above

The cost mitigation strategies, in particular the restructuring of the farmers market and temporary event permits, represent a significant programmatic change. The effectiveness and financial impacts of the strategies in keeping rates steady through 2017 remains to be seen. The structure appears to be one that could conceivably keep rates steady through 2017 compared to 2015 levels, particularly as EHS continues to work on efficiency solutions in conjunction with labor. 

In terms of bottom line impacts on fees, all 2016 proposed fees are lower than the fees that had been originally contemplated by EHS for 2015. Single event permit fees are higher than the current 2014-held fee amounts. However, as a vendor with a good performance record engages in multiple events in a year, the more events the vendor holds the more savings the vendor would realize.

Table 2. Proposed Temporary Event/Farmers Market Detailed Permit Schedule 
	Temporary Food and Farmers Markets Fee Schedule
	2014 Fees Single Permit
	Previously Proposed Fee Single
	New Proposed Fee 2016 Single
	New Proposed Fee 2016 *Multiple (up  to 5)
	New Proposed Fee 2016 *Unlimited
	2013 Permit Count

	Farmer's Markets Temporary Food – Limited (Type-Low)
	$55 
	$195 
	$120 
	N/A
	$236 
	317

	Farmer's Markets Temporary Food  (Type -Medium) 
	$281 
	$390 
	$290
	$640 
	$750 
	**225

	Farmer's Markets Temporary Food  (Type -High) 
	$281 
	$390 
	$350 
	$700 
	 $850
	**

	Other Temporary Food – Limited (Type - Low) 
	$55 
	$195 
	$120 
	N/A
	$236 
	1,474

	Other Temporary Food – Limited (Type - Medium) 
	$281 
	$390 
	$290
	$640 
	$750 
	**1,345

	Other Temporary Food – Limited (Type - High) 
	$281 
	$390 
	$350 
	$700 
	$850
	**

	*Certified Booth Operator (CBO) good for 2 years
	N/A
	N/A
	$95 
	 
	 
	 

	First Re-inspection Fee 
	N/A
	N/A
	$160 
	 
	 
	 

	Additional Re-inspection Fee
	1/2 permit
	 
	$160 
	 
	 
	 

	Hourly Rate
	 201/ hr 
	$215/hr
	 
	 
	 
	                 - 


*Multiple and Unlimited permits are approved only if requirements are met including “certified booth operator” (CBO).
** Medium and High Categories were combined in prior years. Since this is a new permit category EHS has no historical data for numbers of permits. Preliminary estimates are 60-65% Medium and 35-40% for High.
The director of Public Health has the authority under BOH 2.06.008 to change fees up to the lesser of five percent or the cost of inflation plus one percent, to reflect actual cost increases, without BOH approval (but must report changes annually). The Council would have the ability to weigh in on any such increases indirectly via its actions during its biennial budget adoption process.

ATTACHMENTS

1. Proposed Motion 2015-0378 (and its attachments)
2. Transmittal Letter

INVITED

1. Ngozi Oleru, Director, Environmental Health Services Division, Public Health 
2. Becky Elias, Food Program Manager, Environmental Health Services Division
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