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[Establishing an Alcohol Mitigation Cost Recovery Fes.]

© @ N U AW N -

~Centers for Disedss Conproland Prevention (CDEY hasvallod v sy lclil consiption the Hird

AMENDMENT, ?F THE WHC =
814110
FILE NO. 100865 ORDINANCE NO.

Ordinal;ce add?ﬁg Chapter 108, Sections 106 throug-'h‘we.z& to the San Francisco
Administrative Code to impose a fee on Alecholic Beverage Wholesalers and certain
other persons who distribute or sell Alcoholic Beverages in San Francisco to 1)
recover a pdrtion of San Francisco’s alcohol-atiributable unreimbursed health cosfs,

and 2) fund administration cos‘ts -

NOTE: Addi itlons are smgle—underlme zfalzcs Times New Roman:
deletions are :
Board amendment additions are double»underimed
Board amendment deletions are

Be it ordained by the People of the City and County of San Francisco:

Section 1. The San Francisco Adm:mstraﬁve Code is hereby amended adding a new
Chapter 106 Section 1086 tha‘ough 106.28, fo read as follows:

SEC. 106 FINDINGS.

1.~ Ilness, disability and premature death can be directly aitributed to aicoizol use, The

leading preventable cause of death, or modifiable bebavioral risk factor, in the United States, after

febacco and the combination of poor dief and physical inactiviry.

2, Ina 2010 study published in The Open Epidemiology Journal, researchers found that

alcohol use resulted in approximately 10,600 deaths and 72,000 nonfatal hospital izarz'on..s in California

during 2006 alone.

3. In one study, researchers estimated that the anpual economic c:osf.r of aleohol use in

California for 2005 are befween $35.4 bzllzon and $42.2 billion, zncludm,e $35.4 bzllzorz in mecﬁcal and

mental health spending, $25.3 billiown in work losses. and $7.8 billion in criminal justice spending,

property damage, and other public program costs.
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4. Two-thirds of San Francisco adults are current drinkers, compared with 55% of United

States adults. The San Francisco Department of Public Health considers aleokol a major public health

problem.

3 In San Francisco, alcohol use ranks amopg the leading causes of premature mortality.

Analyzing data from 2004-2007, the Department of Public Health found that alcohol is a leading cause

of premature death among men in Son Francisco, accounting for approximately 10% of all their vears

of lf;% lost. The Department of Public Health also found that alcohol use is a notable cause of

premature death among women in San Francisco, falling between fifth and fifteenth as the leadine

cause of premature death for that eroup, iz’ependfn,q on the analvtical method used.

6. Aleohol also plays d role in a sienificant number of deaths in San Francisco. In Fiscal

Year 2006-2007 — the most recent year for which the San Francisco Medical Examiner published

findings — alcohol was the primary cause of death in 7.7% of natural deaths certified by that office.

Alcohol also is involved in a significant number of accidental deaths in San Franeisco, In FY 2006-

2007, 33% percent of all non-vehicular accidental death victims tested by the Medical Examiner had

significant levels of alcohol in their blood. In that same 12 ear, alcohol was present in 32. 7% of all
vehicular fatalities in Son Franciscq. Alcohol also was present in 23 % of all suicides tested by the

Medical Examiner that year. In addition, 31.8% of ail tested homicide victims in San Francisco in FY

2006-2007 had positive blood alcohol levels at the‘ time of death.

7. The City and County of San Francisce incurs a range of substantial costs tha_z‘ are

aitributable fo alcohol_ consumption, including but not limited fo, the costs of medical care for people

with glcohol-related illnesses, treatment and prevention of alcohol misuse, law enforcement for

alcohol-velated incidents, and emergency response for alcohol-related motor vehicle collisions. In

addition, San Francisco incurs costs when individuals experience disability, diminished capacity, and

prematyre death due to alcohol use.
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8 In 2010, The Lewin Group and Oxford Outcomes, Inc. ( 'We#us Study duthors "f

conducted a pexus study fo calculate a portion of the City and County of San Francisco's health costs

attributable to Alcoholic Beveraces. The report, entitled The Coast of Alcohol o San Francisco:

Analvses Supporting an Alcohol Mitivation Fee ("Nexus Study") is on file with the Clerk of the Board of

Supervisors in File No. 100865 cmd is incorporated herein bi! reference,

9 This Ordinance establishes the Alcohol Mitigation Cost Recovery Fee o reimburse the

City and County of San Francisco for pertion of its otherwise unreimbursed annual costs atiributable

o alechol use as iden_tiﬁecf ir the Nexus Study.

SEC, 106.1. TITLE AND PURPOSE,
This Ordinance shall be known as the "Alcohol Mitigation Cost Recovery fee Ordinanece”

and the Fee imposed herein shall be known as the "dlcohsl Mitigation Cost Recovery Fee” or "Fee. "

The purpose of this Fee is fo at least partly recover the City's unreimbursed 1 ) health care costs of

alcohol-gttributable conditions, 2) costs of emergency fransport due to alcohol, 3) glcohol prevention

and treatment programs administered by the Department of Public Heglth, and 4) administration costs,

.z‘ncludz‘mznbm‘.not..lz'mited.to‘colfectian,-v-invesffgation;:and-enﬁraenienf-costs‘{E!f,éz‘bIe“GéStS).*‘“;'"'""'"“" A

SEC. 106.4, DEFINITIONS.

@) "dccount” or "San Francisco Alcohol Mitigation Cost Recovery dceount” means the

account the City maintains to receive monies collected under this Chapter.

{b) "Aicohol” means ethyl alcohol, hydvated oxide of ethvl. or spirits of wine, from whatever

source or by whatever process produced.

{c) "dlcoholic Beverage" means Aleohol, Spirits, Uquor, Wine, or Beer, and every liguyid

cortaining dlcohol, Spirits, Wine, or Beer, which contains one-half of 1 percent or ﬂiore of Alcohol by
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fees under State or Federal law.

volume and which is fit for beverage purposes either alone or when diluted: mixed, or combined with

other subsiances.

(d) “Beer" means any Alcoholic Beverage obtained by the fermentation of any mfuszan or

decoction of barlev, malt, hops, or any other similar product, or any combination thereof in water, and

includes ale, porter, brown, stout, lager beer, small beer, and strong beer but does not include sake,

. (e} "City" means the City and County of San Francisco.

i) "Controller” means the Office of the Controller of the City and County of San

Francisco.

(&) "Eligible Costs" means the City's unreimbursed 1) health care costs of alcohol-

atiributable conditions. 2) costs of emergency transport due to alcohol, 3) aleohol prevention and

treatment programs administered by the Department of Public Health, and 4) administration costs.

mcludmf! but not limited to collection, investication, and enforcement costs identified in the Nexus

(i) "Fee" means the dlcohol Mitigation- Cost Recovery Fee imposed under this Chapter

106 of the San Francisep A dmim‘st:;ative Code.

() "Fee Paver" means a LPerson responsible for paving the Fee.

i) "Manufacturer” or "dlceholic Beverage Manufacturer” means any Person enpaced in

the manufacture of alcoholic beverages.

(k) "Person” means any individual, firm._association, copartnershin, cooverative

assoctattcm foint venture, corporation, personal repre&entatzve recezver frustee, assignee, or any

entity, public or privaz‘e in nature, buf not the Cztp or other govemmenta! agencies exempted from local

a “Retailer” er*Alecholic-Beverage Retailer means a Person who engages in the sale

of Alcoholic Beyerages for consumption and not for resale.
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(m} _ "Rule” means any rule, regulation, guideline, instruction or préscribed form that the Tox

Collector duly issues, promulguates, or adopts to enforce and administer this Alcohol Mitigation-Cost

Recovery Fee Ordinance,

n) "Sell”, "Sale” or "To Sell" means any tronsaction whereby, for any consideration, title

fo alcoholic beverages is transferred from one person to another, and includes the delivery of aleoholic

beverages pursuant fo an order placed for the purchase of such beverages and soliciting or receiving

an order for such beverages, but does not include the réturn of alcoholic beverages bya !zcensee fo the

licensee from wkom such beveraves were purchased. . For purposes of this definition, "licensee” means

any person holding a license, g permit, a certification, or any other authorization issued by the

California Department of. Al&ohvlic Beverage Control,

(o) "Spirits” means an Alcoholic Beverage obtained by the distillation of fermented

agricultural products, and includes but is not limited to, glcokol for beverage use, spirits of wine,

whiskey, rum, brandy, vodka, and all dilutions and mixtures thereof,

(v} "Tax Collector” means the Qffice of the Treasurer and Tax Collector of the City and

County of San Froncisco.

i et ”Wholesa]era or-Aleoholic- Beverage -Wholesaler".megns. every-Rerson otherthan g . ol

Manufacturer, Winegrower or rectzf’ ter, who is ensgped in business as a jobber or wholesale merchanf

selling Alcoholic Beverages fo Retazlers for resale.

r) "Wine" means the product obtained from normal alcoholic fermentation of the juice of

soupd ripe grapes or other agricultural products confaining natural or added sugar or any such

alcoholic beverage to which is added grape brandy, frust brandy, or spirits of wine, which is distilled

from the particular agricultural product or products of which the wine is made and other rectified wine

products and by whatever name and which does not contein more fhon 15 percent added flavoring,

coloring, and blending material and which conteins not more than 24 percent of alcohol by volumie,

and inclydes vermouth and sake, known as Japanese rice wine.
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5 "Winegrower” means any person who has facilities and equipment for the conrversion o

grapes, berries or other fruit Into wine and Is engaved in the production of wine,

SEC".. 106.7, IMPOSITION OF ALCOHOL MIAGATHONCOST RECOVERY FEE
(a} __Commencing January 1, 2011, Tthe Ciry hereby imposes an Alcohol Mitigation Cost

Recovery Fee atthe-rate-of-$.075 perounce of Aloohel seld-on (1) dlcoholic Beverage

Wholesalers, Of other Persons, whoe sell an Aleoholic Beverage to a Retailer for resale within the

geographic limits of the City, and (2) Alcoholic Beverage Manufactyrers, such as brew pubs,
breweries, or Winegrowers, that sell within the geogra hic limits of the City Alcoholic Beverages

directly to Fersons for consumption and not resale, -ané—@}#eeiwk&ge\;enageﬁemﬁewhew
t-Alcohelic-Beveragesfrom

(b) The fee shall be established at the folIoWing rates:‘ {1).$0.35 per gallon of Beér and

. at a proportionate rate for any other quantity, 5_21 $1.00 per gallon-of Wine and ata

oportionate rate for any other quantity, and (3} $3.20 per gallon of Spirifs and at a

propottionate rate for any other quantity The City may collect the Fee only once for each

euncegallon of alcohol sold within the geographic limits of the City. The Fee shall be subject to

adjustment from_time to time under Section 106.16.

{b)(c) The Fee Payer shall remit the Fee to the Tax Collector each calendar quarter on or

before _fhe last day of the monih immediately following each respective guarterly period_and.in

accordance with the Tax Collector's Rules, except that all such amounts shall be due immediately upon

the transfer of ownership or cessation of a Fee Paver's business or gny reason. The first Fee pa ment

is due Jaraary-+-April 30, 2011 for Fee Payers doing business during the quarter startlng Januagg
1, 2011 ending Qeeember—!\flagch 31, 20112040,
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te}(d) The City may expend the proceeds of the Fee only to offset. in whole or in part, the

Eligible Costs.
{d—}i@) The Tax Collector shall deposit all monies collected pursuant to this Alcohol Mitigation

Cost Recovery Fee Ordinance fo-the credit of the San Francisco Alcobol Mitigation Cost. Recovery

Fee Accournt authorized by Section 106,28,

SEC, 106.10. COLLECTION AND ENFORCEMENT.
(a) __The Tax Collector shall enforce the provisions of this Alcohol Mitigation Cost

Recmfem Fee Ordinanee. The Tex Collector sholl collect the Fee,_conduct audits, and issue

deficiency and jeopardy determinations pursuant to the Business and Tax Reeulations Code, Article 6,

provided that nothing in this Ordinance or in Article 6 of z‘hrz'Busz'he.s's and Tax Resulations C’oa’e shall

be construed to mean that the 4lcohol Mitigation Cost Recoverv Fee is a tax rather than a fee. The

Tax Collector may issue, and serve, subpoenas lo carry out rhese a’utze.s'

{b) The Tax Collector shall have the power and diy to promuleate Rules fo :mpfemenr and

administer this Ordznance including but not limited to Rules prescribing methods for Fee collection,

~payment-and-verification.-4 Fee-Payer'sfuilure-or-refusal fo ‘comply-with-any-Rule shall-be-aviolation |- - -

of this Ordinance and may subject the violator to the penalfies set forth herein or in Business and Tux

Regulations Code, Article 6.

(c) - Until otherwise specified by Rule, the Tax Collector shall allow any Fee Payer to report

Alcoholic Beverage sales based on either its inventory purchase invoices for the reporting period or its

dlcoholic Beverage sales records for the reporting period, 4 Fee Payer shall use the same method for

calculating-and reporting its Fees each reporting period until otherwise specified by Rule.

(d) The Fee is payable, when due, at the office of the Tere Collector, and if not paid the

penalties and infe}'e.s't set forth in Business and Tax Regulations Code Sec. 6.1 7-1 shall apply.

Supervisors Avalos, Mirkarimi, Maxwell, Mar :
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fe) The Tax Collector shall have the authority described in Business and Tax Regulations
Code Sec. 6.4-1{b} to obtgin information pertinent o the collection and entorcement of this Fee.

Penalties for noncamplzance shall be the same as those authorized under Article 6 of the Business and

Tax Regulations Code,

SEC. 106.13. RECORDS FOR ENFORCEMENT ONLY.

{a) . Every Fee Payer shall keep and preserve all such records as the Tax Collector may

regquire for the purpose of ascertaining and determining compliance with this Alcohol Mitigatien Cost

Recovery Fee Ordinance, including but not lipited io, all locaf. State and Federal tox returns and all

inventory purchase invoices, for a period of foufive vears. The Fee Paver shall submit copies of such

records with.its periodic Fee returns as the Tax Collector may by Rule require, and shall make its

original documents available at-itsretail-location for review, inspection or copying by the Tax

Collector upon request during normal business howrs as_authorized under Addicle 6 of the Business

and Tax Regulations Code.

(h) The City shall access and use a Fee Paver's records required to be prepared or provided

under this Ordinance and Rules promuleated hereunder, including but not limited to its local, State and

Federal tax refurns and inventory purchase invoices, solely for the purposes of enforcing this Alcohol

Mitigation Cost Recovery Fee Ordinance. The City shall adhere to all applicable laws, policies and
regulations pertaining fo pérsonal information, individual privacy, trade secrets and proprietary
information with respect to such records and such records shall not be considered public records.

SEC. 106,16, ADJUSTMENT AND REVIEW OF FEES.
- (a) Biannual Review. Beginning with fiscal vear 2042201 1-1;2 and blarnually-every two

years thereafler, the City shall review and, if necessary, adiust the Fee as set forth in this subsection,

By March 1, the Tax Collector shall report to the Controller the monies generated by the Fee for the
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prioy fiscal vear, and each involved City department shall report to the Controller the prior fiscal

vear's Eligible Costs, and any other information that the Controller determines appropriate o

~informationthe Controller deems appropriate- The Controller then shall recommend fo the Board- - -

adiusting the Fee. The Coptroller shall determine whether the current Fee has produced or is

projected to produce funds sufficient to surort the Eligible Cosrs but not funds that are more than the

costs of provi iding the services for which the Fee is assessed. The Controller shall, zf necessam adiust

the Fee by increasing or decreasing it for the upcoming fiscal year or vears as appropriate to ersure

that aver time the Cff;} recovers no more than the costs for which the City assesses the Fee. The

adiusted Fee rate ;hal[ become operative on July 1. The Controller shall publish the adiusted Fee rate.

Failure fo publish the Fee rate shall not affect the rights of the City to collect the adiusted Fee.

[2:)) Five-Year Review. Commencing five vears after the effective date of this ordinance, and

every five years thereafter, or more often as the Controller may deem necessary, the Controller shall

commissior a report updating the Nexus Study. The Controller may also recommend new categories of

unreimbursed costs etiributable fo alcohol to be recovered through the Fee. In making such

recommendations. and o the extent that new information is available, the report shall update the

information and estimates.that were used in the Nexus wiudy fo estimate the Fee, and any other

whether Fee should be increased, decreased, or remain the same. Nothing in this subsection shall

prevent the Controller from adiusting the Fee to ensure that the City recovers no more than the costs

for which the City assesses the Fee under Section ]06.16(a).

SEC. 106.19. PREEMPTION.

Nothing in this Chapter shall be interpreted or applied so as to create any power, duty or

obligation in conflict with, or preempted by, any Federal or State low.

Supervisors Avalos, Mirkarimi, Maxwell, Mar
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- any person or circumstance is held invalid, including any category of costs, the remainder of this

SEC. 106.22. CITY UNDERTAKING LIMITED TO PROMOTION OF GENERAL
WELFARE, "

In underiaking the adoption and enforcement of this Chapter, the City is assuming an

undertaking only to promote the general welfare. The City does not intend to impose the type of

obl i,c:m“ion that would allow a Person to sue for money damages for an injury that the Person claims to

suffer as a result of a City officer or emplovee taking or failing to take an action with respect to any

matter covered by this Chapter.

SEC. 106.25. SEVERABILITY, .

Ifany of the words, sentences, parls, or provisions of this Chapter or the application thereof to

Chapter, including the application of such word, sentence, part or provisions to Dersons or

circumstances other than thase to which it is held invalid. or the collection of the remaining costs, shall

not be affected thereby and shall continue in full force and effect. To this end. the words, sentences,
parts, and provisions of this Chapter are severable. : '

SEC. 106.28. SAN FRANCISCO ALCOHOL MITIGATION COST RECOVERY FEE
ACCOUNT. |

(a)  Establishment of A ccount, The City shall maintain an San Francisco Alcohol

Mitigation-Cost Recovery Fee decount to receive monies collected under this Chapter.

(D) Use of Fee Monies. The Account shall be used solely to recover Elivible Costs.

Expenditures and encumbrances from the Account shall be subject to the hudvet and fiscal provisions

of the Charter and the Annyal Appropriation Ordinance. The Controller shall allocate funds to

Departments based on each Department’s share of the combined alcohol-attributable and alcohol fee
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administration expenditures as determined by the most recent available nexus Study and study of

adminisfrétfon expenditures,
APPROVED AS TO FORM:

. DENNIS J. HERRERA, City Attorney

By: W
Francesca Gessner

Deputy City Attorney
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FILE NO. 100865

: LEGISLATIVE DIGEST
(Amendment to the Whole, dated August 4, 2010} -

[Establishing an Alcohol Cost Recovery Fee]

- Ordinance adding Chapter 108, Sections 106 through 106.28, to the San Francisco
Administrativeé Code fo impose a fee on Alcoholic Beverage Wholesalers and cerfain
other persons who distribute of sell Alcoholic Beverages in San Francisco o 1)
recover a portion of San Francisco's alcohol-atfributable unreimbursed health costs,

-and 2) fund adminisfration costs. '
Existing Law
The City does not charge any fees fo recover its alcohol-aitributable health costs.

Arnendments fo Current Law

The Alcohol Cost Recovery Fee Ordinance ("Ordinance”) establishes an Alcohol Cost
Recovery Fee ("Fee") on alcohol sold in San Francisco to defray a portion of the alcohol
atfributable costs that the City incurs each year. Specifically, the Fee would reimburse the
City for the following costs: 1) the unreimbursed health care costs of treating alcohol-
attributable conditions, 2) the unreimbursed costs of emergency transport due to alcohol, 3)
alcohol prevention and treatment programs administered by the Department of Public Mealth, -
and 4) administration costs, including but not limited to fee collection, investigation, and

-enforcement costs, e e

The Fee is based on the resulis of a nexus study conducted by The Lewin Group and Oxford
Outcomes, Inc. ("Nexus Study Authors”) entitlied "The Cost of Alcohol to San Francisco:
Analyses Suppotting an Alcohol Mitigation Fee." - ' - '

Beginning in Fiscal Year 2011-2012, the Controller may adjust the Fee upward or downward
biannually to ensure that the amount collected produces revenue that is sufficient — and that
does not exceed — the health costs for which it is assessed. The Fee is not a tax.

Alcoholic beverage wholesalers, and certain other businesses who sell alcohol in San
Francisco without wholesalers in the distribution chain, must pay the Fee quarierly {o the
Office of the Treasurer and Tax Collector. Fee payers are required fo keep commercially
reasonable records of alcohol sold and must permit the Tax Collector to audit books, papers
and records during normal business hours for the purpose of ascertaining and determining
compliance with this Ordinance. To enforee the Ordinance, the Tax Collector may issue and
enforce deficiency and jeopardy determinations for Fee payments and obligations.

BOARD DF SUPERVISORS Page 1
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FILE NO. 100865

The first Fee payment for the Fee established by this Ordinance would be due April 30, 2011

for Fee Payers doing business during the quarter ending March 31, 2011.

Backgmund

This Amendment to the Whole makes the fo!lowmg changes to the legislation that was
introduced on June 22, 2010: .

« The Fee would be assessed based on per gallon of beer, wine, and spirits, rather than

BOARD OF SUPERVISORS
Supervisors Avalos, Mirkarimi, Maxwell, Mar

per ounce of ethanol (Section 106.7(b))

The Fee amount would be approximately 25% lower and also reflect a $47,862
reduction in the Tax Collector's administration costs (Section 106.7(b))

The start date for imposition of the Fee would be January 1,2011, rather than October
1, 2010 (Sections 106.7(a),(c))

The Controfler's first review and potential adjustment of the Fee would take place fiscal
year 2011-12, rather than 2012-13 (Section 106.16(a)) '

The Ordinance would be retitled "Alcohol Cost Recovery Fee Ordinance” from "Alcohol
Mitigation Fee Ordinance” ' (

(

‘(" (
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BUDGET AND FINANCE COMMITTEE MEETING AUGUST 4, 2010

ffem 12 Departmenis:

File 10-0865 Office of the Controfler
Office of the Treasuret-Tax Coﬁec’cor (TTX)
Office of the City Attorney

Depariment of Public Health (BFPH)
| Fire Department (SFFD

Legisiative Objective
« Ordinance adding Chapter 106, Sections 106 through 106.28 to the City’s Admzmstratwe Code
to impose an Alcohol Mitigation Fee of $0.076 per fluid ounce of alcohol sold in San Francisco
on alcoholic beverage wholesalers; manufaciurers, or other persons to (a) recover a portion of
San Francisco’s alcohol-attributable unreimbursed health costs and (b) fund costs to administer
the proposed Fee,

Key Points
s The proposed Fee would be used to pay for (a) uareimbursed alcohol-atfributable costs incurred
by the Department of Public Health (DPH) and the San Francisco Fire Department (SFFD) and
(b} costs incurred by the Officer of the Treasurer-Tax Collector (TTX) fo administer the Fee.

» The proposed ordinance would impose the proposed Fee once on each ounce of alcohol sold in
San Francisco by alcoholic beverage wholesalers, manufacturers, or other persons,
Fiscal Impact
s The Lewin Group Nexus Study provides a conservative estimate of total first-year costs of
$18,126,484 for the City’s unreimbursed alcohol-attributable costs, including (2) $17,664,152
in upreimbursed alcohol-atiributable costs incurred by DPH and the SFED and (b) $462,332 in
cosls incurred by TTX to administer the Fee.

o The Budget and Legislative Analyst estimates that the proposed Alcohol Mitigation Fee would

generate $16,264,614 in annual revenues to pay for the first year costs of $18,126,484 which

. _.would be incurred by the City, resulting in a balance of $1 861 ,870 in umeunburscd aIcohoL«
atfributable costs inchuding administrafion costs. .

o TTX advises that the proposed Fee could only be assessed for the final two quarters (the last six

" months) in FY 2010-201 1, from January 1, 2011 through June 30, 2011. Therefore, the Budget
and LegisiatWe Analyst estimates total revenues from the proposed Fee in FY 2010—2011
would be approximately $8,132,307.

Policy Considerations

+ TTX will (a) rely on self-reporting from businesses paying the proposed Fee and (b) collect the
proposed Fee primarily from alcohol wholesalers.

s Every two years, the Controller would be required to review and, if necessaty, adjust the

* proposed Fee as appropriate fo ensure that over time the City recovers no more than the eligible
unreimbursed alcohol-atiributable costs for which the City assesses the Fee. Should the City
seck in the future to expand the scope of costs reimbursed by the propesed Fee to include
additional unreimbursed alcohol-attributable cosis that are not included in the proposed
ordinance, doing so would require future amendments to the proposed ordinance.
Recommendation :
e Approval of the proposed ordinance is a policy matter for the Board of Supervisors.

SaN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST -
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BACKGROUND

Ms, Michelle Allersma, Citywide Revenue Manager with the Office of the Controller, advises
that in February of 2010 the City Attorney’s Office solicited proposals from four consultants and
selected .the Lewin Group to conduct a Nexus Study to analyze the costs to San Francisco of
anreimbursed alcohol-attributable costs, in order to determine the amount to be imposed as a
potential Alcohol Mitigation Fee. Ms. Allersma advises that the Lewin Group study cost
$122,500, which was paid using General Fund monies. According to Dcputy City Controller
Monique Zmuda, this $122,500 included unexpended General Fund moniés in the Controlier’s
Office previously appropriated in FY 2008-2009.

According to a Nexus Study entitled “The Cost of Alcohol to San Francisco: Analyses
Supporting an Alcohol Mitigation Fee,” report, issued on June 30, 2010 by the Lewin Group, the
executive summary of which is included as Attachment I to this report, alcohol use has resulted
in an estimated $17,664,152 annually in “unreimbursed alcohol attributable costs borne by the
City.” As shown in Table 1 below, using . information provided in Exhibit 1-1 on page 2 of
Attachment I, the Lewin Group estimates that, of the total $17,664,152 in unreimbursed costs
which would be paid by the proposed Alcohol Mitigation Fee, (a) $13,692,487 are incurred by
the Department of Public Health (DPH) and (b) $3,971,665 are incurred by the Fire Department
(SFFD).

Table 1: Summary of Alcohol-Attributable Unreimbursed Costs to the City and County of

San Francisco in FY 2009-2010 (from the Lewin Group Nexus Stady Exhibit 1-1)

Estimated Cost

Service

DPH - Sobering Center $1,030,159

DPH — Mobile Assistance Patrol Van Service 122,942 ,

DPH — Community Substance Abuse Services — Direct Treatment Costs 7,244,540

DPH - Community Substance Abuse Services — Prevention Services 2,900,351

DPH — SF General Hospital Services 1,814 842
579,653

DPH - Tail Health Medical Detoxification

DPH Subtotal 813,692,487

| SFED ~ Costs for EMS Transports to Destinations other than the Sobering Center 2,927237
SFFD — Costs for EMS Transports to the Sobering Cenfer 1,044,428

: SFED Subtotal 33,971,665

DPH and SEFD COMBINED TOTAL $17,664,152

SAN FRANCISCO BOARD OF SUPERVISORS
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The proposed ordinance would {a} authorize a new Alcohol Mitigation Fee of $.076 per fluid
ounce of alcohol sold in San Francisco and (b) create a new Alcohol Mitipation Fee Account into
which zll Fee revenues received by the City would be deposited, Revenues from the proposed
Fee would be used fo pay for (2) a portion of the annual afeohol-atributable costs incurred by
DPH and SFFD, as determined. by the Lewin Group Nexus Study; and (b) costs incurred by the
Officer of the Treasurer-Tax Collector (TTX) to administer the Fee.

The proposed ordinance would (a) impose a $.076 per fluid ounce Fee on alcoholic beverage .

wholesalers, manufacturers, or other persons, U and (b) restrict collection of the proposed Fet fo a
single collection for each ounce of alcohol sold within the geographic limits of the City. The
proposed ordinance authorizes the TTX fo (a) collect and enforce the proposed Fee, and (b)
“develop rules to administer the proposed Fee.

In order to reimburse alcohol-atiributable expenditures that were identified in the Lewin Group
Nexus Study, under the proposed ordinance, the Controller would be required to annually
allovate funds from the Alcohol Mitigation Fee Account to DPH, SFED; and TTX based on the
share of (2} alcohol-atiribufable expenditwres incurred by DPH and SFFD and (b) Fee
adrhinistration expenditures incurred by TTX,

According fo the proposed ordinance, every two years the Controller would be responsible for
reviewing and, if necessary, adjusting the proposed Fee to increase or decrease the amount of the
Fee as appropriate. Such adjustments by the Controller would ensuze that over time the City
recovers no more than the City's eligible unreimbursed alcohol-attributable costs for which the
City assesses the Fee. Further, a new nexus study is required to be conducted every five years

....after approval of the proposed ordinance, . e

In the future, should the.City seek to expand or reduce the scope of costs reimbursed by the
proposed Fee to include additional or fewer unreimbursed alcohol-attributable costs than are
included in the proposed ordinance, doing so would - require that future amendments to the
proposed ordinance bé subject fo approval of the Board of Supervisors.

! The Office of the Sponsor advises that an amendment fo the proposed ordinance will be introduced which would
remove the current section referring to Jmposxtwn of the proposed Fee on alcoholic beverage wholesalers,
manufacturers, aiid retailers and replace this section with new !anguage referring to imposition of the proposed Fee
on aleoholic bevcrage wholesalers, manufacturers, and “other persons.”

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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FISCAL ANALYSIS

- Unreimbursed Alcohol-Attributable Expenditures and
Budget and Legislative Analyst’s estimate of the Fee revenues

As shown on page 2 of Attachment I, using information provided to the Lewin Group by DPH
and SFFD personnel, the Lewin Group Nexus Study estimaftes total first-year costs of
$18,126,484, which would be $18,082,484 annually thereafter (net of $44,000 in first-year one-
time administrative expenditures), that could be recovered through the proposed Alcohol
Mitigation Fes, including (a) $17,664,152 in unreimbursed alcohol-attributable costs incurred by
the DPH and SFFD and (b) $462,332 in costs incurred by TTX to administer the Fee.
Attachment I is a summary from the Nexus Study of the total of $17,664,152 in unreimbursed
alcohol-attributable costs that would be incurred by DPH and SFFD which would be eligible for

reimbursement by the proposed Fee. According to Ms. Allersma, the upreimbursed alcohol- -

attributable costs which would be paid from the proposed Fee are currently paid from the City’s
General Fund. Ms. Allersma further advises that revenues from the proposed Fee could not be
used fo reimburse alcohol-attributable: costs that are presently rclmbursed from non-General
Fund sources.

Attachment IiI, fiom the Lewin Group Nexus Study, provides background on the conservative
approach that the Lewin Group used in estimating the City’s unreimbursed alcohol-atiributable
costs that could be paid by the proposed Fee. As stated in Attachment JII, the Lewin Group
Nexus Study excluded the following costs from the list of unreimbursed alcohol-attributable
costs: (2) “non-health care costs of alcohel use such as alcohol-related costs of criminal justice,
child protection, and policing and law enforcement” (b) “costs of alcohol-refated homelessness;”
and, (¢} “costs when alcoho! and drugs jointly contributed to problems borne by the City. ”
Further, “only primary diagnoses were used to identify alcohol-related health care services
provided by SF General Hospital and Fire Department EMS.”

In order to fully recover the first year costs estimated to total $18,126,484 in annual
unreimbursed alcohol-attributable and Fee administration costs, the Lewin Group Nexus Study
concluded that the City would need to levy a fee of $.0847 per fluid ounce of alcohol sold in San
Francisco. However, as noted above, the proposed ordinance would only authorize a Fee of
_ $.076 per fluid ounce of alcohol sold in San Francisco, which is $.0087 or 10.3 percent less than
the $.0847 per fluid ounde of alcohol fee recommended by the Lewin Group Nexus Study.
Accordmg to the Office of the Sponsor, the subject ordinance proposes to assess a lower Fee of
$.076 per fluid ounce of alcohol sold in San Francisco in order to ensure that procceds from the
proposed Fee do not exceed the City’s unreimbursed alcohol-attributable costs.

The Budget and Legislative Analyst calculates that the proposed Fee of $.076 per fluid ounce of
alcohol sold in San Francisco would resulf in an estimated $16,264,614 in revenues that would
acerue annually to the City, which would recover approximately 89.7 percent of the total
estimated first-year costs of $18,126,484 in unreimbursed aloohol-attributable costs and Fee
administration costs, resulting in 2 balance of $1,861,870 in unreimbursed alcohol-attributable
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costs incurred by the City as well as its related Fee administration costs which would be paid
from the City’s General Fund monies.

As shown in Attachment IV, provided by Ms. Tajel Shah, Director of Budget and Operations for
TTX, TTX s estimated $462,332 in annual and one-time costs to administer the proposed Fee
includes (a) $348,618 annually for personnel expenditures, (b) $55,674 annually in overhead,
and (c) $58,040 for non-personnel expenditures, which includes $44,000 in one-time expenses
and $14,040 annually for mailing expenditures. The- $348,618 in annual personnel expenditures
“fo administer the proposed Fee includes five new positions (2.75 full-time equivalent (FTE)
positions), including (a) one 1823 Senior Administrative Analyst, (b} one 4335 Investigator, (c)
0.25 FTE 1632 Senior Account Clerk, (d) 0.25 FTE 4308 Senior Coilectlons Ofﬁcer, and (&)
0.25 FTE 4222 Senior Personal Property Audttor

In Table 2 below the Budget and Legislatwe Analyst has recalculated the anttmpated personne]
costs, including salary and mandatory fringe benefit costs attributed to administration of the
proposed Fee, using FY 2010-2011 salary and related fringe benefit costs:

Table 2: Recalcnlated Administrative Costs of the Proposed Alguhol Mitigation Fee

Amount | Item TTX Budget and | Decrease /
Estimate | Legislative | (Increase)
Analyst from TTX
Estimate Estimate .
1.0 FTE | 1823 Senior Administzative Analyst $95,654 $91,338 $4,316 |
0.25 FTE | 1632 Senior Account Clerk $14,751 $14,014 $737
(.25 FTE | 4308 Senior Collections Officer $16,454 315,646 $808
0.25 FTE | 4222 Senior Personal Property Officer $23,293 $22.,490 $803
1.0 FTE 4335 Invcsngator $93,170 $78,4681  $14,702
R o i Subtotal Permanent Salaries |- $243.322 ... $221.956 ...
1 Permanent Salaries Fringe Benefits $80,296 $90,6901 ($10,394)
(33% rate) | (40.68% rate)
Temporary Salaries $25,000 325,000 $0
Temporary Salaries Fringe Benefits 30 $1,975 1 (81,975
: {7.9% rate)
Total (Permanent and Temporary) | $348,618 $335,621 38,997

" As shown in Table 2 above, the Budget and Legislative Analyst’s caleulation for anticipated
salary and mandatory fringe benefit costs for administration of the proposed Fee is $8,997 less
than the estimate provided by TTX. While this revised estimate of salary and mandatory fringe
benefit costs would reduce total anticipated expenditures by $8,997 in the first year to be
reimbursed by the proposed Fee from $18,126,484 to $18,117,487, since the proposed Fee would
result in estimated revenues of $16,264,614, this recalculation of salary and mandatory fringe
benefit administrative costs incurred by TTX would not impact the proposed Fee amount. -
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Implementation Date and Projected FY 2010-2011 Revenues

According to Ms. Shah, TTX must provide a minimum 30-day notice to all potential Fee payers.
Therefore, in order to begin assessing the proposed Fee in the second quarter of FY 2610-2011,
which begins on October 1, 2010, Ms. Shah advises that the proposed otdinance would have
needed to have been approved by August 1, 2010, in order to provide TTX with the necessary
time to notify potential Fee payers by September 1, 2010. Ms, Shah further advises that to begin
assessing the proposed Fee in the third quarter of FY 2010-2011, which begins on January 1,
2011, the proposed ordinance would require approval by November 1, 2010,

Given this timing, the proposed Fee could only be assessed for two quarters (the last six months)
in FY 2010-2011, from Japuary 1, 2011 through June 30, 2011, Therefore, the Budget and
Legislative Analyst estimates that, should the Board of Supervisors approve the proposed
erdinance prior to November 1, 2010, total revenues from the proposed Fee in FY 2010-2011
would be approximately $8,132,307, or one-half of the annual estimated total revenues from the
proposed Fee 0f $16,264,614.

POLICY CONSIDERATIONS .

Treasurer-Tax Collector Methods of Collection

‘Ms. Shah advises that the calculation of Fee administration expenditures as provided by TTX
assumes that TTX will (a) rely on self-reporting from those businesses required to pay the
" proposed Fee and (b) primarily collect the proposed Fee from alcohol wholesalers who sell
alcohol in San Francisco, since the proposed ordinance permits the assessment of the Fee at only
one time on each ounce of alcohol sold in San Francisco, and assessment of the Fee at the
wholesaler level will involve the lowest enforcement and investigation costs to be incurred by
TTX for administration of the proposed Fee. Ms. Shah advises that the proposed Fee would be
collected quarterly by the TTX based on businesses responses fo questions to be incorporated

into the City’s standard Business Tax forms. According to Ms. Shah, should significant’

collections efforts and follow up be required between the TTX and alcohol wholesalers,

manufacturers or, other persons, then the TTX may need to increase expenditures for,

adm:mstratton of the proposed Fee.

. Fee per alcoholic beverage

The proposed Fee would be $0.076 per fluid ounce of alcohol sold in San Francisco. However,

because different types of alcoholic beverages contain different amounts of alcohol, the actual
proposed Fee per type of alcoholic beverage would vary based on the average amount of alcohol
contained in different types of alcoholic beverages. For example, because a 12-ounce bottle of
beer contains approximately 0.6 fluid ounces of alcohol, the actual Fee for 2 single 12-ounce
bottle of beer would be approximately $0.05 ($0.076 proposed Feé per fluid ounce of alcofol x
0.6 fluid ounces) under the proposed ordinance. _
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The Lewin Group Nexus Study provided estimates of the actual Fees that could be imposed for
many types of alcoholic beverages, based on the Lewin Group’s caleulated estimated Fee of
$.0847 per fluid ounce of alcohol sold in San Francisco. Using the estimates provided in the
Lewin Group Nexus Study, the Budget and Legislative Analyst recalculated the actual Fees for
several major types of alcoholic beverages in Table 3 below using the proposed Fee of $.076 per
fluid ounce of alcohol that is included in the proposed ordinance.

Table 3: Proposed Fee per ’I‘ype of Alcoholic Beverage

‘Alcoholic Beverages Proposed Fee per item
12 ounce bottle of beer . - $0.05
12-pack of 12-ounce botiles of beer $0.54
Keg of beer (1/2 barrel, 15.5 gallons) : ~ $7.54
' 750 ml bottle of wine (standard sjze) i $0.23
Case of 12 — 750 ml, bottles of wine $2.80
1.75 L. bottle of digtilled spirits . $1.79
750 mL bottle of distilled spirits $0.77

Nexus Study as Fee Basis

As previously stated, the proposed Fee is based on the Lewin Group Nexus Study, and the
proposed Fee would be adjusted by the Controller every two years based on the calculation of
unreimbursed alcohol-attributable costs included in this Nexus Study or future nexus studies
which would be conducted every five years after approval of the proposed ordinance. If for
instance, the Controller determined that any of the City’s expenditures for which the proposed
Fee provides reimbursement had changed, then the Controller would be able fo adjust the
proposed Fee accordingly to ensure that these expenditures were appropriately reimbursed to the

~~GitysUnder-the proposed ordinance; such an-increase-or-decrease in-the Fee;as-determined by oo

the Controller, would not be subject fo further approval by the Board of Supervisors.

However, expanding or reducing the scope of costs reimbursed by the proposed Fee beyond that
which is included in the current Lewin Group Nexus Study, and therefore including additional
costs or less costs, would require fisture amendments to the proposed ordinance which would be
subject to approval of the Board of Supervisors.

Comment

As noted on page 1 of Attachment I, “Bach year the City and County of San Franciseo incurs
costs resulting from alcohol use. These include the costs of providing medical care for people
with alcohol-related illness, treatment and prevention costs, costs to the law enforcement system,
costs resulting from alcohol-related motor vehicle crashes and other injuries, and the indirect
cosfs associated with disability and diminished capacity.” While imposition of this proposed Fee
is not intended to reduce alcohol consumption, it would provide a stream of funding to pay for a
portion of the alcohol-attributable unreimbursed costs incurred by the City.
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RECOMMENDATION

: ‘Approval of the proposed ordinance is a policy matter for the Board of Supervisors.

.

arvey M, Rose

c¢; Supervisor Avalos
Supervisor Mirkarimi
Supervisor Elsbernd
President Chiu
Supervisor Alioto-Pier
Supervisor Campos
Supervisor Chu
Supervisor Daly
Supervisor Dufty
Supervisor Mar
Supervisor Maxwell
Clerk of the Board
Cheryl Adams
Controller
Greg Wagner
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Attachment T - Page 1 of 3

San Francisco Alcohol Mitipation Fee

[, Executive Summary

Each year, the City and County of San Francisco incurs costs resulting from aleohol use, These
inchude the costs of providing medical care for people with alcohol-related illness, treatment
and prevention costs, costs to the law enforcement systen, costs resulting from aleohol-related
motor vehicle crashes and other injuries, and the indirect costs associated with disability and
diminished capacity.

The purpose of this study is to estimate a portion of the health-related econcmic coste of the
measureable, direct effects of aleohol consumption to the City end County of San Francisco. These
estimates will be used by the City? to assess the public health impact of alcohol and inform po!jcy
suxronnding an alcohol mitigation fee. There are two major components of this study:

®  Cost Analysis: Using data collected from City, State and national data sources, we
compute the costs of aleohol use to the City, inclading costs of City-funded alcohol
treatment facilifies, direct medical costs at City-operated health care facilities, and City-
paid fire and ambulance response to alechol-related medical emergencies.

- Fee Calculation: Using alcohol consumption data from the National Instifutte on
Alcohol Abuse and Alesholism (NIAAA) and population estimates from the 118, Census
Bureau, we estimaie the aggregate mumber of alcoholic drirks consuined in the City, We
use this estimafe to ealculate a maximum fee per alcoholic drink (and an equivalent fee
per fluid cunce of aleohol) which recovers a portion of the City’s total alcohol-
atmbuﬁabie costs,

Analyses are supporhad by a iterature review and envirorunental scan, included as Appendix C,

Working cIoser with experts from various government agencies, we (1} identified sources for
alcohol-related costs within City boundaries, (2) gathered multiple years” worth of administrative

. data, and {3} conducted comprehensive cost analyses fo estiinate alcohol-attributed costs borne by
the City in Fiscal Year (FY) 2009-10. Data from FY2007 to FY2010 were used fo estimate the

«wcotvent costs and validate the stability of cosis overtime. Several potential cost categories were ... o .ot sl -

notincluded at this Hime.

Final estimates are based on either FY2008-09 actual or FY2009-10 budgeted cost. We inflated
FY2008-09 cost to FY2009-10 dollars using the same Consumer Price Index (CPI) the City used for
the FY2009-10 budgef: For direct medical costs, we used the Medjcal Care CPI for San Francisco
reported by the CA Department of Finance Economic Research Unit, which was 3.1% between
FY2008-09 and FY2009-10.2

We found that alcohol use created an economic burden to the City. Bpecifically, we identified
$17.7 million it weweimbursed alcohol attributable costs borne by the City. As presented in Exhibit
I-1, the costs are categorized into programmatic and overhead costs. All of the programmatic cost
itemns have a strong cormection with alcohol use and high data acouracy, meaning that aleohol-

1City” refers in this xeport to the City and County of San Francisco,
2 California Departiment of Finance, Consumer Price Iadex Forecast April 2010, Available at:
hitp/ fwww.dofcagov /HEML/FS_DATA/ LatestBeonData/ 5 Porecasts.ten, Accessed April 2030,
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San Francisco Alcohol Mitigation Fee

related incidence was accurately identified and attributed. These costs were not reimbursed or
mitigated by any party and were ultimately paid by the City.

Costs are likely to be under-estimated since we used conservative assumptions throughout the
study. For example, only primary diagnoses were used fo identify alcohol-related healfh care
services provided by the San Brancisco General Hospital and Emergency Medical Setrvices, while
cases only indicated by secondary diagnoses were excluded at this time, In addition, non-health
care costs ~ such as alcohol-related costs of criminal justice, child protection, and policing and law
enforcement ~ were not included.

Exhibit 11, Summary of Alcohol-Attributable Unreimbursed Costs to the
City and County of San Francisco in FY 2009-10

: Programmatic " Program All Costs
Service Costs Overhead Costs {  Combined

Sobering Center $943,628 $86,531 $1,030,159

Mohile Assistance Patrol (MAP) Yan Service” $111,938 - §11,004 $122,942
Community Substance Abtise Services {C5AS) - 46,596,111 S648,429 $7,244,540
Direck Treatment Costs

Commumity Substance Abuse Services {CSAS) - 52,640,752 $259,599 $2,900,351
Prevention Services . -

SF Gerieral Hospital Services ' $1,814,842 NAY 51,814,842
Jail Health Medical Datoxdfication $634,1931 $45,460 ‘5579,653

Costs for EMS Transperts to Destinations Other . 52,977,237 NA* $2,927,237
Than the Sobering Center : : -
Costs for EMS Transports to the Sobaring ‘ $1,044,428] - NAY $1,044,408
Center : . .

TOTAL 416,613,129 §1,051,023]  $17,664,152

* For the ¥ General Hospital and Bire Department, overhead costs indluded in the pmgzanmﬁﬁc cost estimates,

Our study concludes that the City may annually recover alechol-atiributable costs up to
$18,126,494: $17,664,162 in unreimbursed amnual costs that are attributable to alcohol
conswmption phis an additional esfimated $462,332 in annual administrative costs, We divided -
this cost by the estimated number of drinks consumed i the City in 2009, We first estimated the
number of alcoholic drinks consumed annually in the stake of California on a per capita basis ~
using per capita alcohol consumption data from the National Institute on Alcohol Abuse and

Alcoholism (NTAAA). The NIAAA’s AFDS estimates per capita alcohol consumption for the state .

of California to be 2.34 gallons in 2007, with 1.07 gallons being consumed in the form of beer, 0.55
In wine, and 0.72 in distilled spirits. Assuming that a standard drink contains a 0.6 fl oz serving
size of alcohol, a reference amount cortesponding to standard serving sizes of 12 fl oz for beer, 5 fl
oz for wine and 1.5 fl oz for distilled spirits, we estimated per capifa consumpton among the
drinking age population residing in the state of California i, 2007 to be approximately 499 drinks
{or xoughly 228 beers, 117 wines and 154 distilled spirits),

Using data from the U.S. Census Bureau, we estimated the size of the target population residing
in the City in 2009 to be 714,818 (87.7% of the tofal population). We multiplied this figure by the
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San Francisco Alothol Mifigation Fee

estimated number of drinks consumed annually by each drinking-aged person i the state of .
California. This yielded an estimate of 356,837,146 alcoholic drinks consumed in the City in 2009,
Using this estimate, we calculated that the City’s total alcohol-atiributabls costs could be
recoveted fhrough a maximum permissible fee of $0.0508 per alcoholic drink, or equivalendly, a
maximum permissible fee of $0.0847 per Auid ounce of alcchol,
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Attachment TII ~ Page ] of 2

San Francisco Alcohol Mitigation Fee

separately because while there is shrong justification for includin g overhead, the allocation of
fixed overhead to particular activities by its very nature is imprecise, City-wide overhead cost is
not included in this study, o

E. Cost Estimates are Confservative

We have taken.a conservative approach to cost estimation. Several costs which have a strong
conceptual link fo alcohol use have been excluded from this study at this time, largely due to
the fact that we could not confidently and accurately measure these categories of costs. Our

- methodology also uses conservative estimates of alcohol athribution factors, which leads fo
lower cost estimates, :

First, non-health care costs of alcohol use such ag aleohol-related costs of criminal justice, child
protection, and policing and law enforgement are currently cutside the scope of this study. These
costs have been included in other studies that address the socletal costs of alcohol use,™,

Second, we excluded the costs of alcohol-related homelessness from our study at his time. Several
studies found that alcohol and drug use collectively incrense the risk of returning to homelessness
after housing placement by up to 32% 55 Many studies have shown a relationship between
alcoholism and homelessness both as a contributing catse to homelessness and ax effect of
homelessness. In addition, many studies have shown that there are considerable Incal healthcare
costs that directly result from serving homeless people with afcohol disorders. But given the multi-
factorial causes of homelessness, it is difficult to separate the specific fraction of overalf alcohol
attributable homelessness costs for Jocal government, Hence, we did not attiibute homelsss
outreach program costs to alcohol at this time, even though homelessness is a recognized and costly
public health concern and thete is general agreement among professionals that homelessniegs is
Jinked to alechol use, Through furthet investigation and consolidation of vayious studies, the City-
may estimate these costs in the futuze, .

Third, we exclude costs when alcohol and drugs jointly contributed fo problems borne by Cityand
we currently Jack data that would allow us to apportion the costs, This resulted in the exclusion of
costs 0 the Sheriff's Department related to processing, monitoting and managing inmates suffering
from drug and alcohol problems, We also excluded costs bome by the City to support chronie
. Inebriates housed in Crestwood Stevenson. Crestwood is 2 locked facility that provides care for

individuals with alcohol-related disorders. In FY2009-10 the City paid a tofaf of $60,000 fo support
individuals in this facility, However, while the individuals supported by the City had alcohol-
related conditions, most also suffered from conditions that wete not necessazily alechol related and
‘welacked both the data and a reliable meftiodology to allocate costs to alcohol alone. Al Crestwood
Stevenson costs were excluded from this study at this tire, ‘

1 Rosen SM, Miller TR, Slmon M. (2003). The cost of alcohol in Celifornia, Alcohiol Clin Bxp Res, 32 (1) 9251934
Harwood I, Fountain D, Livermore G (1998) The Heonome Costs of Aleokol and Drug Abuse in the United States,
1992, NIH Fublication No. 93-4327. Department of Hioman Health Services, Rockville, MD,
Miller TR, Levy DT, Cohen MA, Cox KLC (20062} Costs of aleohol and drug-involved crime Prev Sui 7833342,
15 Foldfinger 8M,, Shutt RK, Tolomiczenko GS, Seidmantds, Turer W, and Caplan B. {1999}, Housing placernent and
subsequent days homeless among formery horelens adults with mental iliness. Phych. Sve. 50{5): 6749
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Attachment IIY ~ Page 2 of 2

San rancisco Aleohol Mitigation Fee

Fourth, there is evidence that the AA¥s that are caleulated in the CDC ARDI system, and used in
this study, are conservative, In 2008, the CDC's Behavioral Risk Factor Surveillance Survey skate
estimate of per capifa alcohol consumption in California was only 31% of consursption based on
state aleohol sales data. 6 The effect of not adjusting for survey umderreporting of aleohol
constumption can be guite large, potenttally resulting in estimates of alcohol burden that are low,
ie, only one-third to one-half of what would be found if such adjustments wete made” What this
mieans 5 that the AAFs used in ARDY, and as they were utilized in this report, are highly likely fo
produce estimates of aleoholrelated burdens of disease that are guite conservative.

Finally, only primary diagnoses were used to identify alcohol-related health care services
provided by SF General Hospital and Fire Department EMS. Cases only indicated by secondary
alcohol diagnoses were excluded af fhis time,

1 Nelson IE, Naimi 15, Brewer RD, etal. 1.8, state alcohol state alcohol sales compared to survey data, 1993-2006,
Addicton. (in press).

¥ Rey G, Bonfol I, Jougla B. Estimating the number of alcohol-atributable deaths; methodelogical issues and
ilngtration with French data for 2006, Addiction, 2010; 16510181079,
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Office of the Treasurer & Tax Callector
Workorder for the Alcohol Mitgation Fee
FY 20102031
. 4-Aug-10
Based on 400D accounts
YEAR ONE
Personnel Cost ) .
Class Job Title Fte Salaries Total Cost Explanation
Managamaent of hearings, initial Set up of entlre process,
which will renuire two forms - Distributors and Non-
Distributors, Project Mangement of web development
and information developmesnt for custorners and trafning
1823 |5r. Admin Analyst 100 51,338 . of siaff
1632 |Senior Account Clark 0,25 14,034 " jAccount reconcliitation of all payments
4308 {Senior Coli Cfficey 0.25 15,646 . Collectioﬁs on delinguent accounts
4222 IS¢ Perseﬁal'Pmp Auditor 0.50 44,580 Reviews appeals, condusts sudits
Total Salaries N 165,978
013-012 |Fringe Beneflis ) 5 66,391 .
Support inttiad Yound oF inguiny Yor frst year of roll out o1
the fee; Managing all exemption processing and data
: mapping Issues; eleaning out data if Distributors exempt
Temp satarfes $ 25,000 out of selljng in SF,
Total Personnel Cosy . s 757,369 :
020 Qverhead @ 15.97% of Salaries & Fringes 3 41,102
Non-Personnel Cost
02700 Professional Services - one time . 30,000
04931 Online Form Setup - one time 14,000
04000 Mailing 72,000 116,000
S 434,470
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BmaLL BUSINESS COMMISSION CITY AND COUNTY OF SAN FRANGISCO
QFFICE OF SMALL BUSINESS - GAVIN Newsowm, MAYOR

August 30, 2010

Ms. Angela Calvillo, Clerk of the Board
Board of Supervisors

City Haill Room 244

1 Carlion B. Goodlett Place

San Francisco, CA 94102-4694

Re: Board of Supervisors File No. 100865 [Establishing an Alcohol Mitigation Fee]

Small Business Commission Recommendation: Do not approve
Dear Ms. Calvillo:

On August 9, 2010, the Small Business Commission held 2 hearing on B'éarqi of Supervisors File No.
100865 and recommended that the Board of Supervisors not approve this ordinance.

The intent of this ordinance, according to the legislations chief proponent, the Marin Institute, is to
“ensure alcohol wholesalers and importers- not bars, restaurants, or retailers- will pay their fair share to
mitigate the tremendous economic costs of alcohol harm in San Francisco.”! The Marin Institute also
claiméd that it was “Judicrous™ to think that consumers will be less likely fo purchase alcohol if the fee is
implemented.® These premises were tsed in part to justify the introduction of this ordinance and both

- were subsequently discredited by the Controller’s Office in the ordinance’s Economic Jrpact Report,
The impact of this fee will in fact be shifted directly to small businesses and their customers, and the
effect of reduced consumer spending will be significant. Rather than acknowledging these real
implications to small businesses, proponents have pitted San Francisco small businesses against
important social programs.

Nexus Study and Equitability

While this ordinance proposes cost recovery for unreimbursed alcobol related costs that the City incurs,
the fee does not take steps to mitigate alcohol related costs to the City, Furthermore, the collection of
this fee will provide dedicated funding to programs which largely serve the City’s well known chronic
inebriant population, which may disincentivize the City from finding real solutions fo address the
significant costs incurred by these approximately 300 or less persons. The report failed to work with
service providers to identify the types of alcohol consumed by persons in targeted programs and
serviges, prohibiting the City from targeting the alcohol most responsible for these costs, Therefore, if
passed, this fee will not equitably “charge for harm?” and will instead target a broad range of responsible
consumers, including visitors from other cities who contribute to our vibrant and econormically -
significant nightlife and restaurant industries. Additionally, this fee disproportionately impacts working
class and low income responsible drinkers.

1. Marin Institute (Fuly 12, 2010). “Charge for Harm' Aleohol Mitigation Fee Deserves San Francisco
Small Business Support. Press release, :
2. Townsend, Tess (August 5, 2010). “Raise a Glass, Raise Tax Revenue,” The Bay Citizen

SMALL BUSINESS ASSISTANCE CENTER/ SMALL BUSINESS COMMISSION

* 1DR. CARLTON B. GOODLETT PLACE, ROOM 110 SAN FRANCISCO, CALIFORNIA 94102-4661
(415) 554-6408
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SMALL BUSINESS COMMISSION ’ CI1TY AND COUNTY OF SAN FRANCISCO
OFFICE OF SMALL BUSINESS GaviN NEWSOM, MAYOR

Loss of Business and Controler Projections

Since this fee is only being charged for alcohol sold in San Francisco, it further increases the competitive
disadvantage that San Francisco small businesses already face. The Controller’s Office confirms this by
stating in the updated Beonomic Impact Report that since local consumers can more easily shop at non-
San Francisco establishments that are not subject to the fee, the reduction in consumption in San
Francisco may be greater than projected. Not taking the above into consideration, the projected average
loss in spending per alcobol retailer is already significant.

832 Off Sale Licenses’

$9.3 Miltion loss of spending®

=$11,177 average per business

(Since spirits are majority of loss of sales, liquor stores will be disproportionately affected.),

2,744 On Sale Licenses’

$4.3 Million loss of spending®

=$1,567 average per business .
(Since spirits are a majority of loss of sales, bars and restaurants with type 47 and 48 licenses will be
disproportionally affected.)

These numbers do ot include any markup and additional factors that the SBC has identified, detailed
below.

While the SBC believes that the projections used by the Controller’s Office are structurally sound, those
projections, including loss of sales and job losses, dssume that the fee will be passed on to consumers at
the same rate collected by the City. Wholesalers and distributers have confirmed that 2 markup will be
added to the fee, which increase the fee by an additional 10 to 20%. In addition, various business sectors
that resell or produce and/ ot distribute alcoholic beverages face additional factors that will affect the
end consumer cost and economic impact. These factors may skew a number of the Controller’s
projections, including the severity of business losses resulting from drops in consumer spending and the
loss of private sector jobs, which will no longer be offset by the increase or retention of public sector
employment, - :

On Sale Retailers

« The Economic Impact Report assumes that beers sold are 12 ounce servings. A significant
amount of beer sold in bars and restatrants are in 16 ounce pint glasses, The calculation for the
on-sale portion of the Economic Analysis may not be an accurafe representation of the fee price

-and related calculations as it relates to consumer cost and elasticity.

1. California ABC license query August 9, 2010,
7. San Francisco Controllers Office, Economic Impact Report for BOS File No. 100865, Ted Egan.
August 9,2010. Page 7.

‘SMA LI BUSINESS ASSISTANCE CENTER/ SMALL BUSINESS COMMISSION

1 DR. CARLTON B. GOODLETT PLACE, ROOM 110 SAN FRANCISCO, CALIFORNJA 94102-4681 -
: (415) 554-6408
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SMALL BUSINESS COMMISSION ] CITY AND COUNTY OF SAN FRANCISCO
OFFICE OF SMALL BUSINESS SBAViN Newsom, MAYOR

L3

The California Board of Equalization has established guidelines to account for spillage and
spoilage of beer, wine and spirits when reviewing sales tax revenue calculations. The recovery
fee for spilled and spoiled product will need to be spread among the révenue generating alcoholic
beverages sold to consumers, This amount is approximately 10%.

While refail ofitsale outlets can increase their prices incremertally to reflect the actual increase in
cost of goods, a significant majority of on-sale and bars restaurants use $.25 and $1.00 price
points, Resellers will either absorb the price increase or raise their prices in excess of the increase
and risk a bigher reduction in demand and elasticity.

Sales tax adds 9.5% to the price of this fee. Bars include the sales tax price in the price they
advertise to customers. Also, credit card fees add approximately 3% to the fee, when applicable.

San Francisco restaurants are operating at very slim profit margins. According to the Golden Gate Restaurant
Assoctation, the average pre-tax profit margin in San Franocisco restauranis is 2.8%.

OfFf Sale Retailers

Formiula retailers will have a significant advantage over local small businesses, These large
vendors will be able to spread the ihcrease in alcoho! over thousands of products and among
dozens of stores in the bay area to keep San Francisco alcohol prices down. Consumers will
recognize this price difference and shift spending towards these chain retailers.

Microbreweries and Small Wineties

o

Consumers will typically shift their beer spending towards lower price products, confirmed in the
elasticity models in the Economic Impact Report. This has the potential to disproportionatsly
hurt the local, small business craft breweries. It may also put San Francisco and other craft brews
out of réach of low and moderate income consumers.

Small wineries and breweries outside of 8an Francisco, who self distribute, may choose to no
longer distribute in San Francisco. Costs of distributing inside San Francisco are already
greater due to tolls, parking and other factors, Winemakers and craft breweries seeking to
break into the San Francisco market may instead concentrate their efforts elsewhere.

San Francisco and Bay Area craft brewers and wineries rely on sales of their product in San
Francisco to establish and build their brand. This fee will discourage and hinder their growth in
this important market and enconrage homogenisation as large multi-national alcohol companies
leverage their scale and marketing resources to push their own “craft brews” fo consumers,
This contrasts the direction that the City is moving to in areas such as shop local, farmers
markets, and the slow food movement,

The Small Business Assistance Center has worked with several clients who are proposing to
open wineries in the City of San Francisco, partly due to the recent Eastern Neighborhoods

SMALL BUSINESS ASSISTANCE CENTER/ SMALL BUSINESS COMMISSION

1 DR. CARLTON B. GOODLETT PLACE, ROOM 110 SAN FRANCISCO, CALIFORNIA 941{}2~4681

{415) 554-6408
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SMALL BUSINESS COMMISSION CITY AND COUNTY OF SAN FRANGISCO
OFFICE OF SMALL BUSINESS GAvin NEWSOM, MAYOR

zoning changes. Increased costs of doing businesses in their proposed home City may result in
these job producing businesses opening in other nearby cities,

Cost Containment

The Nexus Study states that there are a number of additional unreimbursed expenses that are not included in
this ordinance, The SBC is concerned that in five years, the services that this fee provides cost recovery
for, including existing and new programs, may result in the fee being significantly increased by the Board
of Supervisors, Medical and programmatic cost increases for these programs may outpace inflation and
further burden small businesses, should the Board increase the fee following the next Nexus Study in five
years. Lastly, the fee itself has the potential to increase significantly should alcohol consumption
projections fall short or consumer spending habiis in San Francisco change. This would not require
approval by the Board of Supervisors, as the Controller’s Office wili bi-annually adjust the current fee
amount to meet the revenue goals of the ordinance.

Ordinance Time Frame

This proposed ordinance has been studied at the local level since June of 2009. Regrettably, the Small
Business Commission only became involved in reviewing the ordinance upon referral at the end of June
2010. While the SBC respects that Supervisor Avalos is under a strict time frame to pass this ordinance due
to the November election, had the SBC been brought in as a stakeholder from the beginning, the :
opportunity for collaboration may have allowed for many of our concerns to be addressed in the Nexus
Study and for a more equitable ordinance to be before the Board of Supervisors. The small business
community shares concerns over both the social and individual impacts of chronic inebriation and we are
willing to work with the City to identify solutions that address this important issue in 2 manner that does

not target the broad population of responsible drinkers to address an issue largely limited to a small subset
of the population and will not have a significant negative impact to a large number of small businesses.

The Commission thanks Supervisor Avalos and his staff for their informational presentations and work to
keep the Commission informed over the past two months. The Commission also thanks Ted Egan of the
Controllers Office for his continued support to keep the SBC informed on the economic impact of this and
other.ordinances, Lastly, the Commission thanks the hundreds of businesses as well as the Marin Institute
and other organizations that have provided commissioners with important feedback on this ordinance,

Sincerely,

LM Zdly,

Regina Dick-Endrizzi
Director, Office of Small Business

cc. Members of the Board of Supervisors
Starr Terrell, Mayors Office

SMALL BUSINESS ASSIST. ANCE CENTER/ SMALL BUSINESS COMMISSION
I DR. CARLTON B. GOODLETT PLACE, ROOM 110 SAN FRANCISCO, CALIFORNIA 94102-4681
: (415) 554-6408
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File No. 100865 [Establishing an Alcohol Cost Recovery Fee] SBC Response
Chris Schulman to: Angela Calvillo 09/01/2010 03:37 PM
Etic | Mar, Michela Alioto-Pier, David Chiu, Carmen Chu, Ross :
Ce: Mirkarimi, Chris Daly, Sean Elsbernd, Bevan Dufty, David Campos,
Sophie Maxwell, John Avalos, Starr Terrell, Regina Dick-Endrizzi
This message Is digitally signed.

History:

This message has been replied to.

Angeila,

Attached is the revised SBC response to BOS File No. 100865 [Establishing an Alcohol Cost Recovery

Feel.

The Commis

Regards,

sion is recommending that the Board of Supervisors not approve this ordinance.

Ghris Schulman

Senior Policy Analyst f Comimission Secretary
Office of Small Business

City Halt, Room 110

1 Dr. Carlton B. Goodlett Place

San Francisco, CA 94102

Phone: 415.564-6408

Fax:

415.558-7844

IDE

100865 _SBC lagislative response, 3.odb
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SmaLL BUSINESS COMMISSION CiTY AND COUNTY OF SAN FRANCISCO
OFEFICE OF SMALL BUSINESS ) ' ' GaviN NEwsoM, MAYOR

August 3, 2010

Ms. Angela Calvillo, Clerk of the Board
Board of Supervisors

City Hall room 244

1 Carlton B. Goodlett Place
San Francisco, CA 94102-46%4

Re: Kile Board of Supervisors File No. 100865 [Establishing an Alcohol Mitigation Fee]

Small Business Commission Recommendation: Ne formal position at this time.

Dear Ms. Calvillo:

On July 12, 2010, the Sthall Business Commission held a hearing on Board of Supervisors File No.
100865. The Commission followed up with & Legitlation and Policy Committee meeting on August 2.

The Commission will be making formal recommendations to the Board of Supervisors at our August 9,
2010 meeting; however Commissioners and members of the public have identified a number of
substantive concerns regarding the proposed ordinance.

Cost of Doing Business in San Francisco

A primary concern continues to be that this fee, charged to wholesalers, will be passed on directly to

P

. rotailersiThis will-furfhér inicfease the cost bf-doing buisiess 1o Ban Praiiciseo busiigsseswhioh g v irem 20 0

already higher than other cities in the Bay Area due to higher minimum wages, mandatory sick fime, and
health care requirements, The competitive advantage gap continues {0 be widened and this proposed fee
will further discourage the patronizing of San Francisco businesses, especially in the very important
nightlife and restavrant industry. The Coimmission asks members of the Board of Supervisors to take the
cumulative effect of 211 fees unique to San Francisco into account when considering this mitigation fee.
Furthemoore, fee increases and new revenue generating programs consistently target ground floor retail
tenants.

The mitigation fees proponents argue that this fee is nominal and is targeting the alcohol industry and
Jarge wholesales. However, based on the low profit margins of alcohol retailers, the impact of the fee
will be significant. In the off-sale retail sector, the Controllers Office economic impact report projects a
reduction in consumer spending of $3.9 million. With 831 active off-sale licenses, the average loss of
incotne per business is almost $4,700. With many businesses struggling to survive, this loss of income
is significant. .

SMALL BUSINESS ASSISTANCE CENTER/ SMALL BUSINESS COMMISSION |
1 DR. CARLTON B. GOODLETT PLACE, ROOM 110 SAN FRANCISCO, CALIFORNIA 84102-4681
(415) 554-6481
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Nexus Study and Chronic Inehriation

In reviewing the Nexus Study, commissioners have found that unreimbursed costs identified for
recovery are largely a result of chronic inebriants. The Commission believes that spreading out this fee
to the general population, includiag visitors and tourists from other cities, is not an equitable approach.
The Commission has heard from bars, restaurants, microbreweries and wiheries who state that their
businesses are not contributing to the chronic inebriant problem. The Commission requests that the
Controllers office work with service providers in the Nexus Study to identify the types of aleohol that
their clients are consuming and that the fee target those types of alcoholic drinks. Furthermore, funds
received through this fee will not take steps fo address the underlying chronic inebriation problem.
Rather than take steps to reduce the costs to the City through this problem, the City will have a dedicated
source of funding which will reduce the incentive ta address the chronic inebriation problem.

Controllers Report

In reviewing the Controllers’ Offices Economic Impact Report, Commissioners identified several -
concerns in the analysis. The assumption in the report is for the fee to be passed through to retailers at
the exact amount assessed by the City at the wholesale level. 1t is likely however that the larger
distributors will pass on overhead or add a standard markup to the fee. Smaller wholesalers, including
focal wineries and microbreweries will face increased administrative costs as well, which will need fo be
ahsorbed or passed through to retailers and consumers. The Bar and Restaurant industry also has pricing
structures unique to their business sector. With price pomts set at either $.25 or $1.00 increments, bars
and restaurants will either peed to absorb the fee or raise their prices by larger increments than assumed,
which will lead 1o a further decrease in consumer demand and spending. An additional impact unique fo

on-sale establishments is that a percentage of their product is lost to spillage and spoilage. Averaging
10%, the fee charged for this lost alcohol will have to be spread out among the alcohol actually
consumed by customers, The Small Business Commission also recognizes that overall consumer
spending will be reduced and reminds the Board of Supervisors that this will both impact unrelated
businesses and will result in decreased sales fax revenue. Lastiy, although larpe big box retailers may be
able to shift this cost increase toward non-alcoholic products in order to keep their alcohol prices low,
small businesses, with limited inventories will not able to do this. This will result in formula retail b:g
box stores having a competitive advantage over small businesses.

éost antainment

The legislation indicates that the Controllers office may recommend new categories of unreimbursed
costs when then Nexus Study is updated. The Commission is very concemned that once implemerted,
the concept of a local unmitigated cost recover fee will spiral out of control. Over the years, this fee
may further increase and will extend the competitive disadvantage for San Francisco businesses. The
costs of these programs may also increase and additional programs can be added, knowing that in a few
years these costs can be absorbed by the fee. Additionally, should the volume of alcohol consumed in
the City be lower than estimated, the mitigation fee may be significantly raised, similar to the fee on

" cigarettes, which was recently raised by 65% only one year after being implemented.

SMALL BUSINESS ASSISTANCE CENTER/ SMALL BUSINESS COMMISSION
1 DR. CARLTON B. GOODLETY PLACE, ROOM 110-SAN FRANC[SCO CALIFORNIA 54102-4681
. {415} 554-6481 °
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State or Regional Approach

The Sinall Rusiness Commission's primary concern with this proposed alcohol mitigation fee is that it is
only assessed at the local level. The legisiations primary proponent recently compared this fee to the
recycling fee on bottles and cans, pointing out that this foe has not significantly impacted the alcchol and
beverage industry. The Commission does not dispute this olaim, however the SBC reminds the Board of
Supervisors that this fee is charged on the state level. Commissioners feel that implementing this fee at
the state ot regional leve] is ruch more logical and will have less negative impact to S8an Francisco
businesses, The Commission asks Supervisor Avalos, as a member of the Association of Bay Area
Governments, to consider exploring this fee at a regional level and that this ordinance be amended to
only take affect once similar ordinances are adopted by neighboring municipalities.

The Commission thanks the Office of Supervisor John Avaloes, Ted Egan of the Controllers Office,
David Augustine of the Treasurer nd Tax Collectors Office for their continued efforts fo keep the’
Commission informed on this legislation.

Sincerely,
Regina Dick-Endrizzi ' '

Director, Office of Srhall Business

cc. Supervisor Avalos
. Btary Terrell, Mayors Office . .l At e
Gail Johnson, Clesk of the Budget and Finance Commitiee

SMALL BUSINESS ASSISTANGE CENTER/ SMALL BUSINESS COMMISSION
1 DR, CARLTON B, GOODLETT PLAGE, ROOM 110 SAN FRANCISCO, CALIFORNIA 84102-4681
{415} 554-6481

237

442



City Hall
Dr. Carlton B, Goodiett Place, Room 244

BOARD of SUPERVISORS San Francisco 94162-4689
Tel. No. 5534-5184
Fax No, 554-5163
TDDTTY No. 554-5227
MEMORANDUM
TO: Planning Department '
: Environmental Review Officer
" FROM: Angela Calvilio, Clerk of the Board
DATE: July 6, 2010

SUBJECT: REFERRAL FROM BOARD OF SUPERVISORS
Budget and Finance Committee

The Board of Supervisors Budget and Finance Comrnittee has received the following,
which is being referred to the Planning Department for determination as fo whether the
proposed fee increase will 1mpact the environent.

Please provide your ﬁndings within 10 days from the date of referral,
Fite: 100865
Establishing an Alcohol Mitigation Fee

Please return this cover sheet with the Commission's response fo Andrea Ausberry,
Assistant Clerk, Budget and Finance.

co: Nannie Turrelf, Major Environmental Analysis
" Brett Bollinger, Major Environmental Analysis

sl e v i A ok ook ok ok e ook Ao de AR sk otk e e e s ek e kel sk e A o e ek de B ke R e ot i e sk ok ke e e i el ok e e A Sk R e

RESPONSE FROM PLANNING DEPARTMENT - Date: %442 g D

No Comment

_ ¥ Recommendation Attached M
ey Wwwé/ s
Al e:/);{” fg’é’?’? &(M Bilt Wycko Environmental Reviéw Officer
b@@p@fw L3567 73

Referral - Fees Mﬂ/ﬁ%d 2127108
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1. Executive Summary

" Each year, the City and County of San Francisco incurs costs resulting from alcohol use. These
include the costs of providing medical care for people with alcohol-related iltness, treatment
and prevention costs, costs to the law enforcement system, costs resulting from alcohol-related
motor vehicle crashes and other injuries, and the indirect costs associated with disability and

diminished capacity.

The purpose of this study is to estimate a portion of the health-related economic costs of the
meastreable, divect effects of alcohol consumption to the City and County of San Francisco. These
estimates will be used by the City? to assess the public health impact of alcohol and inform policy
surrounding an alcohol mitigation fee, There are two major components of this study:

= Cost Analysis: Using data collected from City, State and national data sources, we
contpute the costs of aleohol use to the City, including costs of City-funded alcohol
treatment facilities, direct medical costs at City-operated health cave facilitfes, and City-
paid fire and ambtlance response to alcohol-related medical emergendies.

x  Fee Calcalation; Using alcohol consumption data from the National Institute on
Alcohol Abuse and Alcoholism (NIAAA) and population estimates froin the U.5, Census
Bureau, we estimate the aggregate number of alcoholic drinks consummed in the City. We
use this estimate to calculate a maximum fee per alcoholic drink {and an equivalent fee
per fluid ounce of alcohol) which recovers a portion of the City's total alcohol-
attributable costs.

Analyses are supported by a literature review and environmental scan, included as Appencfix C.

Waorking closely with experts from various government agencies, we (1) identified sources for
alcohol-related costs within City boundaries, (2) gathered multiple'years” worth of administrative
data, and (3) conducted comprehensive cost analyses to estimate alcohol-attributed costs borne by
the City in Fiscal Year (FY) 2009-10. Data from FY2007 to FY2010 were used to estimate the
current costs and validate the stability of costs over fime. Several potential cost categories were
notincluded af this time.

Final estimates are based on either FY2008-09 actual or FY2009-10 budgeted cost. We inflated
FY2008-09 cost to FY2009-10 dollaxs using the same Consumer Price Index (CPT) the City used for
the FY2009-10 budget. For direct medical costs, we used the Medical Care CPX for San Francisco
reported by the CA Department of Finance Economic Research Unit, which was 3.1% between
FY2008-09 and FY2009-10.2 .

We found that alcohol use created an economic burden to the City. Spectfically, we identified
$17.7 million in unreimbursed alcohol attributable costs borne by the City. As presented in Exhibit
I-1, the costs are categorized into programmatic and overhead costs. All of the programmatic cost
itemns have a strong connection with alcohol use and high data accuracy, meaning that alcchol-

L “City™ refers in this report to the City and County of San Francisco.
2 California Department of Finance. Consumer Price odex Forecast April 2010. Available at:
hitp:/ fwww.dofca.gov/HIML/ FS DATA/ LatestEconData/ FS_Forecastshizn. Accessed April 2010,
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related incidence was accufately identified and attributed. These costs were not reimbursed or
mitigated by any party and were ultimately paid by the City.

Costs are likely to be under-estimated since wé used conservative assumptions throughout the
study. For example, only primary diagnoses were used to identify alcohol-related health care .
sexvices provided by the San Francisco General Hospital and Emergency Medical Services, while
cases only indicated by secondary diagnoses were excluded at this time. In addition, non-health
care costs — such as alcohol-related costs of criminal justice, child protection, and policing and law
enforcement ~ were not included.

Exhibit I-1. Summary of Alcohol-Attributable Unreimbursed Costs to the
City and County of San Francisco in FY 200910

Programmatic Program Ml Costs
Service . _ Costs 0verhead Costs Combmed

Sobering Cefter ' $943,625| $86,531 $4,030,159

Hobile Assistance Patrol (MAP} Van Service §111,938 11,0041 §11,942
- Communify Substance Abuse Services {CSAS) - $6,596,11% $648,429 $7,244,540

Direct Treatment Costs

Community Substance Abuse Services (CSAS) - $2,640,752 §259,599 $2,900,351

Prevention Services i

SF General Hospital Services $1,814,842 51,814,842 -

Jatl Hea{th Medlca{ Detomf catzon $534,193 $579,653

9 5 ., fs o T Z ? T 3 5 i St

KATRTE

Cests for EMS "Fraasports te Destsnatlons Other 52,927,237 NA® $2,927,237

Than the Sobeting Center . . .

Casts for EMS Transports to the Sobering 51,044,428 HAY $1,044,428

Center _
TOTAL . . ' ' 16,613,129 $1,051,023]  $17,664,152

& For the SF Genea'al I-Iospuzl ami Fue Deparfment, werhead costs included in the ptogramhc cost estimates,

Our study concludes that the City may annualiy recover alcohol-atixibutable costs up to
$18,126,494: $17,664,162 in unreimbursed annual costs that are atiributable to alcchol
consumption plus an additional estirated $462,332 in axunzal administrative costs, We divided
this cost by the estimated number of drinks consumed in the City in 2009. We first estimated the
nurmnber of alecholic drinks consumed annually in the state of California on a per capita basis
using per capita alcohol consumption data from the National Institute on Alcohol Abuse and
Alcoholism (NIAAA). The NIAAA's AEDS estimates per capifa alcohol consumption for the state
of California to be 2.34 gallons in 2007, with 1.07 gallons being consumed in the form of beer, 0.55
in wine, and 0.72 in distilled spirits. Assuming thata standard drink contains a 0.6 fl oz serving
size of alcohol, a reference amount corresponding to standard serving sizes of 12 fl oz for beer, 5 f
oz for wine and 1.5 ft oz for distilled spirits, we estimated per capita consumption among the
drinking age population residing in the state of California in 2007 to be approximately 439 dnnks
(or roughly 228 beers, 117 wines and 154 distilled spirits).

Using data from the U.S. Census Bureau, we estimated the size of the target population residing
in the City in 2009 to be 714,818 (87.7% of the total population). We multiplied this figure by the
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San Francisco Alcohol Mitigation Eee

estimated number of drinks consumed annually by each drinking-aged person in the state of
California. This yielded an estimate of 356,837,146 alcoholic drinks consumed in the City in 2009.
Using this estimafe, we calculated that the City’s total alcohol-attributable costs could be
recovered through a maximum permissible fee of $0.0508 per alcohofic drink, or equivalently, a

. maximum permissible fee of $0.0847 per fluid ounce of alcohol.
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