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CHAPTER I: EXECUTIVE SUMMARY 

Introduction 
The County of Monterey Environmental Health Bureau (EHB) engaged MGT Consulting (MGT) to conduct a study of EHB’s fee development 
methodologies. This study is an update of the study MGT conducted in 2016/2017. The general purpose of the study was to ensure that 
the EHB rate methodologies and surrounding concepts are appropriate, accurate, and complete. Other goals of the project were to 
consider a rate development process characterized by: 

 Consistency/Standardization (internal) 
 Simplicity/Ease of Explanation 
 Replication 
 Industry Consistency 
 Full Cost Recovery 

 
MGT Consulting Group (MGT) is pleased to present the Monterey County Environmental Health Bureau (Bureau) with this summary of 
findings for the cost of services study for fee-related activities.   
 
The Bureau has a long history of reviewing its fees and charges and first undertook a detailed cost of services study in the early 1990’s.  
Since that initial study, the Bureau has periodically adjusted fees in an effort to maintain a positive fund balance.  In 2017, the Bureau 
contracted with MGT to perform a granular fee study aimed at analyzing the cost of each individual fee category. In 2022, the Bureau 
contracted MGT to do an updated of the 2017 analysis, the analysis incorporated 2021/2022 fiscal year budgets and staffing information. 
 
MGT has conducted hundreds of user fee studies throughout the United States (with a particularly strong emphasis in California), and 
therefore has access to quality data and best practices, which guided this fee study process.  MGT employed a defensible and transparent 
calculation methodology, and intuitive and powerful spreadsheet calculation models, which are fully customized for the Bureau and can 
be used by county staff for future fee updates.   
 
This report is the culmination of a collaborative effort between MGT and county staff.  This study took place over the course of four months 
and involved multiple meetings with program management and staff to design the study, collect data, review MGT’s analysis, and finally 
to develop recommendations for fee adjustments for the Board of Supervisor’s review. MGT would like to take this opportunity to 
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acknowledge all county staff who participated on this project for their efforts and coordination.  Their responsiveness and continued 
interest in the outcome of this study contributed greatly to its success. 

Study Scope and Objectives 
This study included a review of fee-for-service activities within the following divisions: 
 

 Food 
 Spas / Pools 
 Sanitation 
 Housing 
 Land Use 
 Water 
 Solid Waste 
 Toxics / Hazardous Waste  
 Cannabis Program 
 Miscellaneous 

 
The primary goals of the study were to: 
 

 Define what it costs the Bureau to provide various Environmental Health fee-related services. 
 Determine whether there are any opportunities to implement new fees and/or remove fees that have become obsolete. 
 Identify service areas where the County might adjust fees based on the full cost of services and other economic or policy 

considerations. 
 Develop revenue projections based on recommended changes to fees. 

 
The information summarized in this report addresses each of these issues and provides the Bureau with the tools necessary to make 
informed decisions about possible fee adjustments and the resulting impact on the Bureaus revenues.   
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Study Findings  
The exhibit on the following page displays the costs and revenues of each service into the following categories: 
 
COLUMN A, COSTS OF FEE SERVICES  – The full cost of providing fee related services to the public in FY 2021/2022 was 
$11,149,406.  These figures are derived by multiplying individual costs by annual volume for each fee schedule category. 
 
COLUMN B,  CURRENT REVENUE  – Based on current fee levels, the Bureau generates fee related revenues of $9,226,262 and is 
experiencing an overall 83% cost recovery level.  Within each department, current cost recovery levels range from 37% for Housing up to 
93% for the Cannabis Program fees. The detail of individual fees may be found in subsequent sections of this report.  
 
COLUMN C,  CURRENT SUBSIDY  – Current fee levels recover 88% of full cost, leaving 17% or $1,923,143 to be funded by other 
funding sources.  This represents a “window of opportunity” for the County to increase fees and revenues, with a corresponding 
decrease in the subsidization of services.   
 
COLUMN D, RECOMMEND  RECOVERY  – It is estimated that adoption of the recommended cost recovery policy would generate 
fee revenues of $10,623,364. This would bring the overall cost recovery level up to 95%. 
 
COLUMN E,  INCREASED REVENUE  – Increasing fees to the recommended levels would generate approximately $1,397,101 in 
additional revenue. This represents a 15% increase over revenue currently being collected for these activities by the Bureau on an 
annual basis. 
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Methodology 
A cost-of-service study is comprised of two basic elements:   
 

 Hourly rates of staff providing the service.   
 Average time spent to provide the service. 

 
The product of the hourly rate calculation times the time spent yields the cost of providing the service. 
 
MGT designed the methodology for this project to meet the needs of the Bureau and the scope of services.  One of the objectives of the 
project was to develop tools for the department to use after the MGT engagement ended.  Consequently, our general approach included 
a significant amount of advice, guidance, and informal training to assist the Bureau staff in the future application of fee techniques in 
general, as well as the specific project materials. 
 
ORIENTATION 
To kick-off the project, MGT held meetings with the Bureau program managers and staff. These initial meetings were to understand the 
issues facing the Bureau and the basic structure of the organization. MGT analyzed the information from these meetings to develop the 
understanding necessary for us to develop the appropriate model, as well as to address any outstanding issues during the study. 
 
MANAGEMENT  
Throughout the study, MGT met with Bureau managers and staff to discuss their needs, current structure of their fees and programs, 
and the issues they were currently faced with. During the meetings, MGT presented solutions and discussed alternatives with Bureau 
Staff.  From the information gathered during these meetings, MGT developed the recommended approaches and tools. 
 
MODEL DEVELOPMENT 
After having a better understanding of the current structure and issues the Bureau was facing, MGT began to develop a fee calculation 
model to address the Bureaus’ needs.  We developed this model in Excel.  This model underwent several edits, as MGT presented it in 
various stages to Bureau staff and adjusted the structure and appearance based upon their feedback.   
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Hourly Rates 
The hourly rate methodology used in this study builds indirect costs into county staff hourly salary/benefit rates to arrive at fully burdened 
hourly rates.  Fully burdened hourly rates are a mechanism used to calculate the total cost of providing services.  Total cost is generally 
recognized as the sum of the direct cost together with a proportionate share of allowable indirect costs.  Our analysis assumes each 
Environmental Health Specialist has 2,080 hours available per year.  We then deduct hours in which the Environmental Health Specialist 
is not in the field, such as vacation hours, holiday hours, sick hours, training hours, etc.  Once these non-field hours are deducted each 
Environmental Health Specialist is left with 1,560 hours with which to complete fee-related services. The Bureau’s 2021/22 budget is then 
divided by total field hours to arrive at a fully burdened Environmental Health Specialist hourly rate of $193.73. The calculations can be 
found in Section III of this report – Hourly Rate Calculations.  

Time Spent 
Bureau staff maintain daily time records via an Envision time-tracking system.  Staff provided time spent (hours) for each fee category. 
Staff did this by providing hours logged and associated with PE codes.  In some cases, the hours logged to certain PE codes yielded results 
that did not correlate with the time it takes to provide these services. This is mostly due to user errors when entering hours in envision. In 
these cases, division managers relied on their knowledge/expertise to provide MGT with the correct hours it takes to process these 
permits.  

Fee Calculations and Revenue Projections  
Given hourly rate and average time spent information, MGT was able to calculate the full cost of providing each service, both on a per-
unit and total annual basis (per-unit cost multiplied by annual volume equals total annual cost).  Full costs are then compared to current 
fees and revenues collected, and subsidies (or over-recoveries) are identified.  User fee summaries by service area may be seen in Section 
II of this report. 

Legal, Economic & Policy Considerations 

Calculating the true cost of providing county services is a critical step in the process of establishing user fees and corresponding cost 
recovery levels.  Although it is an important factor, other factors must also be given consideration.  County decision-makers must also 
consider the effects that establishing fees for services will have on the individuals purchasing those services, as well as the community.   
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The following legal, economic and policy issues help illustrate these considerations. 
 

 State Law - In California, user fees are limited to the "estimated reasonable cost of providing a service" by Government 
Code section 66014(a) and other supplementary legislation.  Proposition 26 was approved by California voter in November 
of 2010 and clarified which charges are considered user fees and which are considered taxes. The significance of this 
distinction is that user fees may be raised by Board action up to the limit of actual cost, whereas taxes may not be increased 
without a majority vote of the public.  None of the fee adjustments recommended by MGT are considered taxes per 
Proposition 26 guidelines. 

 Economic barriers - It may be a desired policy to establish fees at a level that permits lower income groups to use services 
that they might not otherwise be able to afford. 

 Community benefit - If a user fee service also benefits the community as a whole (at least to some extent), it is appropriate 
to subsidize a portion of the fee.    

 Private benefit - If a user fee primarily benefits the fee payer, the fee is typically set at, or close to 100% full cost recovery.   
 Managing demand - Elasticity of demand is a factor in pricing certain county services; increasing the price of some services 

results in a reduction of demand for those services, and vice versa.   
 Competition - Certain services may be provided by neighboring communities or the private sector, and therefore demand 

for these services can be highly dependent on what else may be available at lower prices. Generally, competition is not a 
consideration for environmental health services. 

 Incentives - Fees can be set low to encourage participation in a service.  As a practical matter, incentives are rarely 
applicable to environmental health services. 

 Disincentives - Penalties can be instituted to discourage undesirable behavior. 

Recommendations Going Forward 
CONDUCT A COST STUDY EVERY THREE OR FOUR YEARS 
MGT recommends that the County build on its investment in this cost-of-service analysis by continuing to analyze its fees and charges.  
Once the commitment is made to understand the full cost of providing services, it is important to review and update the analysis in order 
to keep pace with changes in service delivery, staffing changes, and demand levels.  Accordingly, MGT recommends the County conduct a 
comprehensive cost of service analysis every three to four years to ensure fees and charges are set appropriately. 
 
 
 
ADJUST FEES ANNUALLY 
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In-between study years, fees should be increased annually by a CPI factor to keep pace with inflation.  This best practice is employed by 
the County’s Resource Management Agency (RMA).  This practice reduces the likelihood that fees will need significant adjustment in the 
future. For CPI adjustments, MGT recommends the Employee Cost Index for State and Local Government employees, Total Compensation 
as published by the Bureau of Labor Statistics. Annually, as part of the budget cycle, staff should determine the percentage change in this 
index and apply the increase or decrease to the master fee schedule, rounding up to the nearest whole dollar. Certain fees are exempt 
from an index adjustment, such as fees set by the State of California (Housing fees). These exempt fees should be noted in the master fee 
schedule.  
 
IMPROVE TIME TRACKING 
The exercise of analyzing staff’s time records uncovered areas where staff time was not maintained adequately at the individual fee-level 
but was instead recorded at a generic administrative category.  This was particularly true for the Toxics/Hazardous Materials department. 
Conversely, a thorough assessment of Land Use program fees has been conducted by evaluating time associated with specific projects, 
application types and PE Codes. To facilitate good cost analysis, time should be recorded to a fee-related activity whenever possible. We 
understand that the nature of Toxics/Hazardous Materials services make it challenging to associate work efforts to a specific fee code.  
However, MGT recommends staff revisit PE code structure and time recording practices to see if more staff time can be coded to fee 
related PE codes. 
 
STANDARDIZE TIME TRACKING 
Each division tracks time a little differently. It is recommended that the County provide staff training on the Envision system to maintain 
continuity of time records.  Subjects requiring continuity include: drive-time, breaks, staff meetings, research, complaint investigations, 
phone calls, public outreach, etc.   
 
CONDUCT BENCHMARK STUDY 
MGT recommends the County periodically conduct a benchmark study which compares Bureau fees against neighboring county fees.  
These studies help the County compare to what similar/neighboring agencies are doing. 
 
CONCLUSION 
The general purpose of the Bureau fee development methodologies study was to ensure that rate methodologies and surrounding 
concepts are appropriate, accurate, and complete. By working with Bureau management, MGT was able to successfully evaluate the 
department’s current processes and make appropriate adjustments.  Ultimately, MGT produced and delivered a fee development model 
that the Bureau can use to simply calculate their fees in the future.  The result will be a consistent and standardized approach for the 
entire department, a simple rate development process that can be easily explained to customers and other county representatives, a 
model that can be easily replicated, and a process that can achieve full cost recovery for the Bureau. 
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CHAPTER II: USER FEE SUMMARIES BY DIVISION 
 
The study's primary objective was to provide the County's decision-makers with the basic data needed to make informed pricing decisions.  
This report details the full cost of services and presents recommended fee adjustments and their fiscal impact.  Recommendations are 
based on careful consideration of the results of the cost analysis and industry best practices. MGT, in general, recommends full cost 
recovery on all fees with some exceptions.   

Analysis Highlights 
Below is a brief discussion of findings for each division’s analysis.   

SECTION 1: FOOD 
 
Result Findings  
 
The annual cost for the county to oversee these services is $3,579,310. Of that cost, the county recovers 90%, which amounts to $3,237,430 
annually from fee revenues collected. This leaves 10% ($341,880) to be subsidized by other funding sources. If staff fee recommendations 
are implemented, the overall cost recovery will be $3,579,310 (100%), with a projected annual increase in revenue of $341,880. Note that 
these revenue projections assume no change in demand. 
 
Staff recommends removing two fees. 
 
Staff recommends adding two new fees. 
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SECTION 1: FOOD SUMMARY  
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SECTION 2: POOLS & SPA 
 
Result Findings  
 
The annual cost for the county to oversee these services is $390,418. Of that cost, the county recovers 87%, which amounts to $340,537 
annually from fee revenues collected. This leaves 13% ($49,881) to be subsidized by other funding sources. If staff fee recommendations 
are implemented, the overall cost recovery will be $390,418 (100%), with a projected annual increase in revenue of $49,881. Note that 
these revenue projections assume no change in demand. 

SECTION 2: POOLS & SPA SUMMARY  
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SECTION 3: SANITATION 
 
Result Findings  
 
The annual cost for the county to oversee these services is $356,563. Of that cost, the county recovers 84%, which amounts to $299,893 
annually from fee revenues collected. This leaves 16% ($56,724) to be subsidized by other funding sources. If staff fee recommendations 
are implemented, the overall cost recovery will be $356,563 (100%), with a projected annual increase in revenue of $56,724. Note that 
these revenue projections assume no change in demand.  
 
Staff recommends removing twenty-five (25) fees from their fee schedule. This is mostly to clean up the schedule and make it easier to 
understand for both the user and county staff. The fees being removed are covered under other fee categories in the sanitation fee section. 
 

 SECTION 3: SANITATION SUMMARY 
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SECTION 4: HOUSING 

RESULT FINDINGS  
 
The annual cost for the county to oversee these services is $573,512. Of that cost, the county recovers 37%, which amounts to $213,882 
annually from fee revenues collected. This leaves 63% ($359,630) to be subsidized by other funding sources. If staff fee recommendations 
are implemented, the overall cost recovery will be $214,309 (37%), with a projected annual increase in revenue of $427. Note that these 
revenue projections assume no change in demand.  
 
The housing fee program are for Employee Housing/Labor Camps as defined and regulated in Division 13, Part 1, commencing with section 
17000 of the Health and Safety Code and Title 25, Chapter 2, commencing with section 600 of the California Code of Regulations.  Fees 
are subject to change if changed per this regulation. The county must comply with the State fee limits.  

 SECTION 4: HOUSING SUMMARY 
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SECTION 5: LAND USE 
 

RESULT FINDINGS  
 
The annual cost for the county to oversee these flat fee services is $465,440. Of that cost, the county recovers 69%, which amounts to 
$320,881 annually from fee revenues collected. This leaves 31% ($144,559) to be subsidized by other funding sources. If staff fee 
recommendations are implemented, the overall cost recovery will be $465,440 (100%), with a projected annual increase in revenue of 
$144,559. Note that these revenue projections assume no change in demand. It’s important to mention that these revenues do not include 
revenues from deposit related fees which are charged against time and materials.  
 
EHB Land Use fees have not been adjusted since 2017. Fees within this section are derived using the approved EHB Hourly Rate and a Time 
Per Unit value that takes into consideration all staff time allocated to individual projects and general services associated with the 
administration of the program. Such services include site specific research, intake of application materials, management of records and 
customer service support. Analysis of three (3) years of staff time (2019-2021) indicates the current Time Per Unit value for each fee type 
warrants adjustment to more accurately reflect the actual time required to complete project review and administer the program.  The 
hourly rate used to determine each respective fee value should also be updated to reflect the EHB’s current adopted hourly rate.  
Throughout the past 5 years, Land Use fees have not changed despite modification to the EHB’s adopted hourly rate.  It is recommended 
that Land Use fees be adjusted as needed to reflect EHB’s adopted hourly rate to provide for consistent cost-recovery.  It is important to 
bring Land Use fees to parity with other programs, as the data exists to supports these recommendations which will produce a far more 
self-sufficient program and reduce reliance on outside funding sources to maintain the same level of service. 
 
Staff is recommends removing six fees as well as updating some of the names to better represent the service being provided. 
 

 SECTION 5: LAND USE SUMMARY 
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SECTION 6: WATER (EXCLUDING WELLS)  
 

RESULT FINDINGS  
 
The annual cost for the county to oversee these services is $1,509,422. Of that cost, the county recovers 80%, which amounts to $1,208,680 
annually from fee revenues collected. This leaves 20% ($300,742) to be subsidized by other funding sources. If staff fee recommendations 
are implemented, the overall cost recovery will be $1,509,422 (100%), with a projected annual increase in revenue of $300,742. Note that 
these revenue projections assume no change in demand.   
 
 

 SECTION 6: WATER (EXCLUDING WELLS)  SUMMARY 
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SECTION 6: WATER (WELLS ONLY) 
 

RESULT FINDINGS  
 
The annual cost for the county to oversee these services is $549,811. Of that cost, the county recovers 79%, which amounts to $433,486 
annually from fee revenues collected. This leaves 21% ($116,325) to be subsidized by other funding sources. If staff fee recommendations 
are implemented, the overall cost recovery will be $488,225 (89%), with a projected annual increase in revenue of $54,739. Note that 
these revenue projections assume no change in demand.   
 
 

 SECTION 6: WATER (WELLS ONLY) SUMMARY 
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SECTION 7: SOLID WASTE 
 

RESULT FINDINGS  
 
The annual cost for the county to oversee these services is $655,811. Of that cost, the county recovers 83%, which amounts to $541,620 
annually from fee revenues collected. This leaves 17% ($114,191) to be subsidized by other funding sources. If staff fee recommendations 
are implemented, the overall cost recovery will be $652,176 (99%), with a projected annual increase in revenue of $110,557. Note that 
these revenue projections assume no change in demand.   
 
Staff recommends adding two new fees.  

 SECTION 7: SOLID WASTE SUMMARY 
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SECTION 8: HAZARDOUS MATERIALS 
 

RESULT FINDINGS  
 
The annual cost for the county to oversee these services is $2,662,668. Of that cost, the county recovers 85%, which amounts to $2,253,483 
annually from fee revenues collected. This leaves 15% ($409,185) to be subsidized by other funding sources. If staff fee recommendations 
are implemented, the overall cost recovery will be $2,561,050 (99%), with a projected annual increase in revenue of $307,566. Note that 
these revenue projections assume no change in demand.   
 
This division oversees three fees related to hazardous materials emergency response. These fees are set by the State and have limitations. 
The recommendations were to keep them at their current rates to be in compliance with the State.  
 
IMPROVE TIME TRACKING 
The exercise of analyzing staff’s time records uncovered areas where staff time was not maintained adequately at the individual fee-level, 
but was instead recorded at a generic administrative category. To facilitate good cost analysis, time should be recorded to a fee-related 
activity whenever possible. We understand that the nature of Toxics/Hazardous Materials services make it challenging to associate work 
efforts to a specific fee code.  However, MGT recommends staff revisit PE code structure and time recording practices to see if more staff 
time can be coded to fee related PE codes. 
 

 SECTION 8: HAZARDOUS MATERIALS SUMMARY 
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SECTION 9: CANNABIS PROGRAM 
 
The Cannabis Program was in still in development at the end of the 2017 study and therefore was not included as part of that analysis. 
This is the first time these fees are analyzed in detail. The purpose of the program is to address regulation, policy, educate, enforce and 
the protection of health and safety of the Monterey County community.  
 

RESULT FINDINGS  
 
The annual cost for the county to oversee these services is $381, 562. Of that cost, the county recovers 93%, which amounts to $354,253 
annually from fee revenues collected. This leaves 7% ($27,309) to be subsidized by other funding sources. If staff fee recommendations 
are implemented, the overall cost recovery will be $381,562 (100%), with a projected annual increase in revenue of $27,309. Note that 
these revenue projections assume no change in demand.   
 

SECTION 9: CANNABIS PROGRAM SUMMARY 
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SECTION 10: MISCELLANEOUS FEES 

RESULT FINDINGS 

The annual cost for the county to oversee these services is $24,889. Of that cost, the county recovers 89%, which amounts to $22,173 
annually from fee revenues collected. This leaves 11% ($2,716) to be subsidized by other funding sources. If staff fee recommendations 
are implemented, the overall cost recovery will be $24,889 (100%), with a projected annual increase in revenue of $2,716. Note that these 
revenue projections assume no change in demand.   

SECTION 10: MISCELLANEOUS FEE SUMMARY 
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CHAPTER III: HOURLY RATE CALCULATION 




