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Metropolitan King County Council

Law, Justice and Human Services Committee

STAFF REPORT

AGENDA ITEM: 4
       DATE: September 16, 2004
PROPOSED ORDINANCE 2004-0401
       PREPARED BY: Doug Stevenson
SUBJECT:  AN ORDINANCE authorizing approval of an amendment to the Charter for the Pacific Hospital Preservation & Development Authority (PHPDA).
SUMMARY:   The interlocal cooperation agreement between the county and the Pacific Hospital Preservation & Development Authority requires county approval of changes to certain parts of the authority’s charter that were deemed material to the authority’s ability to perform its obligations under the interlocal agreement.  As part of resolving financial difficulties in the medical practice portion of the authority’s operation, the PHPDA reorganized and spun off its medical practice to a new non-profit corporation, PacMed Clinics doing business as Pacific Medical Center.  The transfer of medical operations and all related assets and liabilities occurred on June 1, 2003. 
 The Governing Council of the PHPDA, therefore,  is proposing to amend the Charter to: 
· clarify the authority’s purpose in light of the reorganization;

· make changes in governance provisions to reflect changes in responsibility related to the reorganization and to simplify recruitment of Governing Council members; and
· update language regarding the authority’s powers to reflect changes in state and city codes regarding public development authorities. 

The Health Department and Executive, working with the City of Seattle and the PHPDA, decided to complete negotiations on the amendment to the PHPDA Interlocal Agreement and resolve outstanding audit issues before transmitting the charter amendment since the interlocal agreement is the basis for county approval of changes to the authority’s charter and the issues involved are inter-related. 
SPECIFIC PROPOSED CHANGES:    The following specific changes are proposed:
· Revision to  Article IV “Purpose” to clarify that the PHPDA will not be providing medical care directly, but will instead focus on supporting/providing funding for provision of the best possible health care for medically underserved communities.

· Revisions to  Article VII “Council” to reflect the more focused role of the PHPDA and the difficulties in obtaining sufficient and timely appointments from some of the current required appointing authorities by:

·  reducing the number of members fro 15 to 9;

· eliminating appointments by the Governor and the Constituents Group; and 

· retaining appointments by the Mayor, King County Executive and the PHPDA Council itself.
· Revisions to Articles VIII, IX, XI to delete provisions for meetings with and involvement of  the Constituency, a body representing the patients of the medical practice, since this group was, in effect, transferred to the new medical non-profit to continue as a mandated advisory body.  As required by the original Charter, the Constituency’s concurrence on the amended charter was obtained with a vote of 247 to 20 in favor. 
BACKGROUND:  
Financial Challenges – Through the 1990’s the PHPDA’s medical practice, doing business as PacMed Clinics, struggled financially.  Between 1995 and 2001 the organization lost over $80 million and exhausted its reserves, threatening sale or closure of the business and fanning community concerns about meeting charity care obligations.  As it turns out, the PHPDA continued to provide charity care in the total amount of $19.4 million during this period.  With the lack of agreement on criteria and regular reporting during that period, however, there was no way to know for certain.  
As a last ditch effort to turn the business situation around, the Governing Council hired a prominent health care “turnaround” firm in December 2001.  By the beginning of 2003 the PHPDA emerged successfully, netting positive income for 2002 while still providing $1.6 million in charity care.   
Reorganization – During the turnaround process, the PHPDA determined that reorganization was in the best interest of all concerned because it would shield the Beacon Hill campus, its most significant asset, from the liabilities associated with the medical practice, provide a better chance for the medical practice to succeed financially and allow both entities through a contractual relationship to continue providing medical care to underserved communities.  
RESULTS SINCE REORGANIZATION:
PHPDA Changes and Recent Actions – Since the reorganization, the mission of the PHPDA has been to manage its resources to support and provide funding for provision of health care to underserved communities.  The PHPDA retains the Beacon Hill Campus, the asset it was created to accept.  Over the past year it has hired an Executive Director, Rosemary Aragon, completed negotiations on the First Amendment to the King County-PHPDA Interlocal Agreement, completed all required reporting and begun a strategic planning process.
Pacific Medial Centers – The new entity’s mission is to operate the medical practice and carry on the programs of public charity care for indigent and needy persons.  Pacific Medical Centers ended 2003 in the black again and increased the amount it provided in charity health care services to $2.4 million.  
ATTENDING: 
Dr. Alonzo Plough, Director, Public Health, Seattle & King County
Rosemary Aragon, Executive Director, Pacific Hospital Preservation and Development Authority

Margaret Shepard, Chair, Pacific Hospital Preservation and Development Authority Council

Kathleen Uhlorn, Chief Financial Officer, Public Health, Seattle & King County

ATTACHMENTS: 

1. Executive Transmittal Letter, dated August 18, 2004

2. Proposed Ordinance 2004-0401
3. The Amended Charter of the Pacific Hospital Preservation and Development Authority
