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STAFF REPORT
SUBJECT:  
Proposed Motion 2011-0132 would accept the Executive’s proposed financing plan for procurement of a health information technology system. This plan responds to a proviso included in the 2011 adopted budget.
SUMMARY:

Proposed Motion 2011-0132 would accept the proposed financing plan for a health information technology system, which was transmitted in response to a budget proviso. This financing plan meets the requirements of the proviso.
BACKGROUND:

The 2011 adopted budget included $1,076,023 to support planning for a Health Information Technology Project (HIT). During the budget process, it was unclear how much funding was available and from what sources to support the HIT project. The Council placed a proviso on the appropriation for the project, pending Council approval of a financing plan for the project.
The HIT project is intended to replace the existing Public Health patient care systems, which are used to register and process patient visits and billing, as well as a pharmacy management tool – these systems are legacy systems and will no longer be supported beginning in 2013. The HIT project would also include implementation of a new electronic medical records system. Note that the $1,076,023 primarily funds only planning of the system, with about a third allocated towards the actual system procurement. The request to fully fund the procurement of the system itself will likely be made as part of the 2012 budget process or separate appropriation request in the fall. 

A consulting firm (Qualis Health Care) has been engaged to develop a financing plan for the project and assist in procurement of a vendor due to the complexities of the project, including the scope of the system and the significant federal requirements. Public Health recently received responses to a request-for-proposals and expects to be in final negotiations with a vendor this fall. 
ANALYSIS:

Planned Project Scope and Schedule
Under current plans, the HIT project would both replace the existing patient management and pharmacy systems and implement a new, integrated electronic health record system. The push to move to electronic health records is being strongly encouraged by the federal government, which is offering incentive payments to help support the purchase of new systems. Jail Health Services has had an electronic health record system in place since 2007, but Public Health is considering including Jail Health Services in the HIT project so all of the department’s clinical operations would be covered under the same system. 

Council staff asked whether potential future funding cuts would affect the need or scope of the system – for example, as public health clinics or certain services could potentially be eliminated. Public Health and the Office of Information Resource Management (OIRM) indicated that future cuts may affect the sizing or licensing requirements, but that a system is still needed as some clinical operations will almost certainly continue into the long run. 
The project will occur over five years. As noted earlier, Public Health has received responses to a request for proposals. Public Health expects that finalists will present demonstrations this summer and final negotiations would start in September or October. 

Proviso

The proviso requested a financing plan for the HIT project and requested that the plan identify:

1. All revenue sources that will support the procurement of the software;

2. The timeline for anticipated receipt of revenues dedicated for the project; and

3. All requirements that must be met by the county to satisfy receipt and expenditure of external revenue sources, such as grants.
1. Revenue Sources to Support Procurement & 2. Timeframes for Receipt of Revenues
A variety of revenue sources are being used to plan and implement the HIT system:

· $360,000 in America Recovery and Reinvestment Act funds were used in 2010 and are being used in 2011 to support internal staffing and project management, as well as a contract with Qualis Health Care to assist in planning the system.
· $200,000 to $500,000 in Medicaid Administrative Match funds in 2011 and 2012 for outreach and administrative activities that support Medicaid-covered services. There may be funding in the out-years, but it is not estimated at this time.
· $3.2 million to $3.6 million in Medicaid Incentive funds from 2011 to 2016, based on $63,750 per eligible healthcare provider (physicians, nurse practitioners, dentists) who “meaningfully” uses a certified electronic health record system. Public Health indicated that the lower end of the estimate accounts for potential state cuts that could reduce the number of providers over the next several years.

· $1.5 million to $1.75 million from the county’s Public Health Fund from 2011 to 2016.

· Other federal grants and funding may become available through the Affordable Care Act’s Prevention and Public Health Fund, but this funding is not estimated at this time.

3. Requirements for Outside Funding

The most significant outside funding source is the Medicaid Incentive funding that is expected to support $3.2 million to $3.6 million from 2011 to 2016. In order to qualify for these funds, Public Health’s eligible providers must use a certified electronic health record system in a “meaningful” way. This is described as the use of a certified system for electronic exchange of health information to improve quality of health care and report clinical quality measures. In order to be certified, systems must have the required reporting capabilities.
Public Health will meet the criteria in year one by procuring and adopting a certified system. Public Health indicates that the vendor contract will require the vendor to ensure that the system meets federal requirements, including the meaningful use requirements.

REASONABLENESS:

Council staff has completed its analysis of this proviso response.  As such, it would be reasonable for the committee to take action on Proposed Motion 2011-0132.
INVITED:

· Ben Leifer, Chief Administrative Officer, Public Health-Seattle & King County
· Bill Kehoe, Chief Technology Officer, Office of Information Resource Management

· Katherine Cortes, Budget Analyst, Office of Performance, Strategy and Budget
ATTACHMENTS:
1. Proposed Motion 2011-0132
�The Medicaid Incentive funds would provide $21,250 in the first year and $8,500 each of the next four years for each medical provider. Medical providers include physicians, nurse practitioners, dentists and physician assistants. Public Health assumed between 51 (low end) and 58 (high end) providers during that time period to estimate the range of $3.2 million to $3.6 million.
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