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August 18, 2004

Honorable Larry Phillips

Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Phillips:

Enclosed for the Council’s consideration and adoption is an ordinance approving an amendment to the Charter of the Pacific Hospital Preservation & Development Authority (PHPDA).  This letter of transmittal outlines both the history and current issues that led to the development and submission of this amendment.

Background/History: The PHPDA is a public development authority created in August 1981 by the City of Seattle, under RCW 35.21.660, 35.21.670, 35.21.730-755 and Seattle Municipal Code § 3.110.  Its Charter was issued in August 1981.  The PHPDA derives its powers from state law, Seattle Municipal Code § 3.110, and its own Charter.

Pursuant to SMC §3.110.230, the Mayor of Seattle has the right to approve charter amendments for public development authorities created by the City of Seattle.  However, as stipulated in interlocal agreements between the PHPDA and King County and between King County and the City of Seattle, the Mayor may not approve certain charter amendments without the prior approval of the King County Executive and King County Council.  King County may either approve or disapprove PHPDA Charter amendments.  Because the proposed PHPDA Charter amendment includes proposed revisions that are covered by the interlocal agreements, the PHPDA Charter amendment is before the King County Council for approval.

Financial challenges in the 1990’s: Through the 1990’s, the PHPDA (doing business as PacMed Clinics) struggled financially.  The organization lost over $80 million between 1995 and 2001.  During this same period, the PHPDA (d/b/a PacMed Clinics) funded $19.4 million in charity health care services.  By 2001, the PHPDA’s continued losses had exhausted its reserves completely and the Governing Council was forced to consider a range of alternatives for the future of the medical practice, including selling or closing it.
Turnaround and reorganization: Because of the PHPDA’s commitment to its community mission and to PacMed’s patients, the PHPDA Governing Council retained Wellspring Partners, a prominent turnaround consulting company in December 2001.  The goal was to try to save and hold together the medical practice.  After a period of implementing difficult decisions, the PHPDA emerged successfully in late 2002 and early 2003.  It netted positive income in 2002, while providing $1.6 million for charity healthcare services.

During the turnaround process, the PHPDA Governing Council determined that reorganization was in the best interests of the PHPDA and in the public interest because it would shield the PHPDA’s most significant asset (the Beacon Hill campus) from the liabilities associated with the medical practice; would provide the medical practice with the best chance of business success; and, would best preserve the ability of the combined entities to provide medical care for underserved communities.  Therefore, on June 1, 2003 the PHPDA reorganized itself by transferring the assets and liabilities and all operations constituting its multi‑specialty group medical practice to a new nonprofit corporation, PacMed Clinics d/b/a Pacific Medical Centers.
The PHPDA Charter amendment reflects changes made necessary by reorganization.

The PHPDA since June 2003: Since the reorganization, the mission of the PHPDA has been to manage its resources to support and provide funding for the provision of health care to underserved communities in the Puget Sound area.  The PHPDA retains the asset that it was created to accept: the real property on Beacon Hill that was formerly the U.S. Public Service Health Hospital.  Over the last year, the PHPDA Council hired an Executive Director.  It elected six new Council members—including a new gubernatorial nominee and a new County Executive nominee.  Council members were confirmed by the Seattle City Council.  Negotiations were completed on March 3, 2004 to amend the King County-PHPDA interlocal agreement (the first amendment to the KC-PHPDA interlocal agreement).  All reporting to appropriate governmental entities has been completed on schedule and a strategic planning process is underway.

Pacific Medical Centers, multi-specialty group practice: The mission of the nonprofit entity (PacMed Clinics/Pacific Medical Centers) is to operate the medical practice, provide health care services, and carry on programs of public charity, including medical care for the indigent or needy.  Pacific Medical Centers ended 2003 with net income as well.  In 2003, it provided $2.4 million in charity healthcare services.

The PHPDA and Pacific Medical Centers continue to work cooperatively on the common elements of their respective missions.  Simultaneously with the transfer, the PHPDA and Pacific Medical Centers entered into agreements regarding ongoing mission-related cooperation between the two entities.  Per one such agreement, Pacific Medical Centers provides the healthcare services that the PHPDA is obligated to provide in the KC-PHPDA interlocal agreement.  The PHPDA finances a great part of this care with lease revenues for the various Beacon Hill properties.

Purpose of the PHPDA Charter amendment: The PHPDA Governing Council and Constituency approved an amendment to the PHPDA Charter to clarify the PHPDA’s purpose, to reduce the size of the PHPDA Governing Council, to simplify the PHPDA Council membership, and to eliminate the patient constituency.  Difficulty in filling the 15 Governing Council positions made it hard to have a quorum for decision making.  For that reason, the PHPDA Council size and membership requirements were changed.  Since the PHPDA no longer provides direct medical care and has no patients, requirements relating to the patient constituency were removed.

The proposed amendment:

· Revises Article IV “Purpose”, clarifying that the PHPDA will not be providing medical care directly, but will instead focus on supporting/providing funding for the provision of the best possible healthcare to medically underserved communities in the greater Puget Sound area.

· Revises Article V “powers” to align the Charter with the current city and state statues governing public development authorities.

· Improves the functioning and recruitment of PHPDA Governing Council (through revisions to Article VII “Council”) by reducing the number of members from 15 to 9.  Four members would be appointed by the Mayor, one appointed by the County Executive, and the remaining four members appointed by the Governing Council.  All 9 would continue to be approved by the City Council.  Maximum terms are established.  No members would be appointed by the patient constituency (i.e., registered patients 16 years of age or older, using a PHPDA/PacMed medical facility, and registered through a defined process).  Medical Staff members and executives of Pacific Medical Centers no longer serve as non-voting members or ex officio members respectively.

The following table compares the current charter with the proposed amendment.

	Current Charter
	Proposed Amendment

	3 Mayoral (1 must be constituent) 
	4 Mayoral

	1 King County Exec
	1 King County Exec

	6 PHPDA Council
	4 PHPDA Council

	1 Governor
	

	4 Constituents
	

	Total: 15
	Total: 9 


· Deletes provisions relating to a patient “constituency”, since the PHPDA no longer provides direct medical care and has no patients,

· Deletion of Article VIII “Constituency-Revisions to Article IX “Meetings” to eliminate procedures for constituency meetings for the PHPDA

· Revisions to Article XI "Amendments to Charter and Rules and Regulations" to eliminate the need for patient Constituency approval of future changes to the PHPDA’s Charter documents.

Note: The Bylaws of Pacific Medical Centers create a Constituent Auxiliary, which meets regularly and elects one person from among its membership to serve as an ex officio member of the Pacific Medical Centers Board of Directors.

Anticipated Results in Passage of this Legislation:

· Improve the functioning and recruitment of the PHPDA Governing Council.
· The Mayor of Seattle can subsequently take action to approve the PHPDA Charter amendment, thus completing the governmental review and approval process.
Anticipated Results if Passage of this Legislation is not approved:

· The PHPDA would be required to comply with provisions for a patient constituency.  The PHPDA no longer manages a medical group practice and does not have constituents. 
· PHPDA Governing Council business would be difficult to conduct.

Potential Opposition to the Amendment:

· None is expected.  The constituency approved the amendment overwhelmingly at its meeting on October 24, 2002.

· The only possible alternative discussed was that of reducing the PHPDA Governing Council to 7 members (as compared to the 9 recommended).

Conclusion and Recommendation:

The PHPDA Charter amendment does not modify the King County Executive’s ability to appoint a Council member nor does it hinder the PHPDA’s ability to meet its charity healthcare obligations.  Approval would improve the functioning of the PHPDA.

The PHPDA Governing Council and the constituency both approved the Charter amendment in 2002.

The County and the City of Seattle wanted to complete negotiations on the first amendment to the King County-PHPDA interlocal agreement and to resolve audit issues, and, upon completion, to send for County Council approval both the first amendment to the King County-PHPDA interlocal agreement and the PHPDA Charter amendment.  The first amendment to the interlocal agreement has been finalized and it addressed audit issues.  It was transmitted for approval to the County Council on June 8, 2004.  Therefore, the PHPDA Charter amendment is being forwarded for approval at the same time.  We recommend the Council’s earliest review, deliberation, and passage of the PHPDA Charter amendment.

Any questions regarding this issue can be directed to Alonzo Plough, Director Seattle-King County Department of Public Health, at (206) 296-1480.

Sincerely,

Ron Sims

King County Executive

Enclosures

cc: 
King County Councilmembers



ATTN:  Scott White, Chief of Staff

 Shelley Sutton, Policy Staff Director




 Anne Noris, Clerk of the Council


Steve Call, Director, Office of Management and Budget

Alonzo Plough, Director, Seattle-King County Department of Public Health (DPH)

Kathy Uhlorn, Chief Financial Officer, DPH

Margaret Shepherd, PHPDA Council Chair

Rosemary Barker Aragon, Executive Director, PHPDA

Jamie Pedersen, Preston Gates Ellis LLP

Tyler Running-Deer, PDA Coordinator, City of Seattle


