Title 5 Guam Code Annotated, Chapter 9, Article 3
ECONOMIC IMPACT STATEMENT

SANITARY PERMIT FEE INCREASE

The Department of Public Health and Social Services anticipates an economic impact of over $500,000 at the end of the three-year period, as a result of the proposed fee increase for the issuance of Sanitary Permit.  As a result, pursuant to Title 5 Guam Code Annotated, Chapter 9, Article 3, an economic impact statement is provided below.
I. Purpose and Need

All entities in need of a Sanitary Permit for the lawful operation of an Eating and Drinking Establishment (Title 10 GCA, Chapter 23), Food Establishment (Title 10 GCA, Chapter 24), Institutional Facility (Title 10 GCA, Chapter 25), Hotel and Temporary Workforce Housing (Title 10 GCA, Chapter 26 and Chapter 26A), Cosmetic Establishment (Title 10 GCA, Chapter 27), Laundry and/or Dry Cleaner (Title 10 GCA, Chapter 28), Public Swimming Pool (Title 10 GCA, Chapter 29), and Mortuary (Title 10 GCA, Chapter 30) will be assessed a yearly fee.
The existing base fee of $290.00 for regulated establishments with 1 to 10 employees will be increased to the amount of $340.00 in the first phase; to $438 in the second phase, and $540 in the third and final phase.  The fee of $5.00 for every employee thereafter will remain the same.  The non-refundable deposit will be increased from $20 to $30.  No other fees will be changed.
The establishment of fees for the issuance of Sanitary Permit by the Department of Public Health and Social Services is required by legislative mandate of Title 10 GCA, Chapter 21, §21103.  The fee schedule is established to recoup the cost incurred by the Department in the issuance of the Sanitary Permit based on the salaries of applicable employees, time spent by these employees, cost of materials and supplies utilized, and adverse impact sustained in the operation of the division issuing the permit for applicants requesting expedited services.  The existing fee schedule for the issuance of a Sanitary Permit was established, adopted, and implemented in Fiscal Year 2011; the proposed increases reflect the costs to issue the same permit in 2016, 2017, and 2018.  The significant increase is attributed to the inclusion of the calculated cost to conduct two to four yearly sanitation inspections of these regulated establishments as required by Title 10 GCA, Chapter 21, §21104, as well as the recent increases in staff pay from the implementation of the new General Pay Plan.
II. Financial Impact

Collectively, the cost to all regulated establishments by the final phase in 2018 would be approximately $1,505,375.  The figure is based on the following:

· In the last fiscal year (2014), the Department generated $828,395 in the issuance of renewal Sanitary Permits.  The cost of each individual establishment’s permit was based on the number of employees, or vending machines, in each establishment.
· A listing of each Sanitary Permit renewal issued during Fiscal Year 2014 was generated.
· The proposed fees were applied to each permitted establishment, including vending machines, on this list, based on the number of employees or machines listed on the application.

Individually, the cost to each permitted establishment is an  increase of $50 in 2016, then an additional increase of $98 in 2017, and a final increase of $102 in 2018, for a three-year total increase of $250.  This assumes no change in the number of employees for each establishment over this timespan.
The  fee increase should enable the Department of Public Health and Social Services to recoup much of the cost for the issuance and enforcement of the Sanitary Permit, and hopefully be able to recruit, train, and retain additional personnel to conduct more sanitation inspections.  More inspections should result in increased compliance by regulated establishments, thus minimizing or preventing disease transmittance at these facilities.  This is particularly relevant of food related establishments.  It has been estimated by the University of Guam that the annual impact of food-borne illness on island is approximately 39,000 incidences, 3 deaths, and 167 hospitalizations, with an economic cost of $5.1 to $42.6 million dollars.  With food inspections given greater priority over other types of inspections by the department, it is anticipated that the incidences of food-borne illnesses and associated costs will be reduced.
The additional compliance inspections from increased staffing will also include non-food associated facilities, such as hotels, cosmetics establishments, public pools, and other regulated establishments, which historically have received fewer inspections and priority over food establishments.
III. Potential Increase or Decrease to Cost of Living or Price of good or service
The direct cost to businesses will be an additional $50 a year in 2016, or $4.17 a month.  In 2017, the additional increase is $98, or $8.17 a month, and by 2018, it will be $102 or $8.50 a month.  Over the three years, this is $20.83 a month, which equates to about $0.68 a day.  It is unlikely the fee increase will be passed down to the employee or customers, but if it is, it will likely be pennies a month per customer.  

IV. Direct or Indirect Impact of Employment
The fee increase is nominal when considering the dollar amount covering a 12 month period, which should not adversely impact the employment of staff of various impacted establishments.
Additional revenue collected from the fee increase will be deposited into the Environmental Health Fund, which was established for the use and access by the Division of Environmental (DEH) of the Department of Public Health and Social Services.  DEH conducts sanitation inspections of these facilities obtaining Sanitary Permits.  Therefore, it is anticipated  that there would be an increase in staff number as a result of recruitment of additional staff through the use of additional revenue generated from the fee increase to conduct as many compliance inspections as possible.
V. Increase or decrease in cost of business
Any increase in cost of business of those facilities directly impacted by the fee increase should be minimal, if at all. 

VI. Adverse or beneficial economic impact

The increase of fees for the issuance of Sanitary Permit, and the resultant additional staff, should have beneficial impact to the economy and the population of Guam from the anticipated reduction in the number of foodborne illness and other diseases transmitted in the nearly 3,000 regulated facilities  on the island as there will be greater number of inspections.  Currently, there is limited data and studies to effectively  quantify the dollar amount potentially  saved on the costs of  diseases on Guam.  However,  the additional staff  should allow the Division of Environmental Health to do such studies.
More inspections should mean improved compliance by the regulated establishments, and thus consequently reducing the incidents of diseases originating from these facilities; thereby, reducing the economic burden these diseases have on the island and its people.  The cost benefits to the public should outweigh the costs that the industry may experience from the adoption of the proposed fee increase.  The economic burden of food-borne diseases alone in the U.S. annually has been estimated to be $77.7 billion resulting from the 48 million food-borne illnesses occurring every year in America.  This equates to $1,618.75 per case.  If the annual estimate is applied to Guam using the island’s 2010 census, Guam’s share of the economic cost for food-borne illnesses would be approximately $257.96 million a year.  If diseases, injuries, disabilities, or deaths that may occur from other non-food establishments were included, the economic burden would surely be higher.
