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Metropolitan King County Council

Law, Justice and Human Services Committee

STAFF REPORT

AGENDA ITEM: 3
       DATE: September 16, 2004
PROPOSED ORDINANCE 2004-0277
       PREPARED BY: Doug Stevenson
SUBJECT:  AN ORDINANCE authorizing approval of an amendment to the Interlocal Cooperation Agreement between King County and the Pacific Hospital Preservation and Development Authority for the provision of health care services to indigent persons.
SUMMARY:   The proposed amendment to the agreement with the Pacific Hospital Preservation and Development Authority (PHPDA) is intended to resolve long-standing issues regarding the authority’s compliance with and reporting of its charity care obligations and the county’s monitoring of that compliance. 
 The agreement, approved in 1991, provided about $10 million of bond funding for the renovation of the Pacific Hospital in return for the requirement that the authority maintain at least the 1988 level of charity care, including services to indigent persons and persons covered by Medicaid and Medicare, for twenty years or whenever the bonds are paid off whichever is longer.  This bond funding was part of the 1987 health care bond approved by the voters for capital improvements for Harborview, Public Health Clinics and the Pacific Hospital.  The agreement also requires county approval of amendments to certain provisions of the PHPDA charter, intended to protect the county’s interest in assuring provision of services for indigent persons.  A related piece of legislation on today’s committee agenda, Proposed Ordinance 2004-0401, would approve an amendment to the PHPDA charter.
Specifically, the amendment:

· institutes a minimum threshold of $1.5 million per year for charity care as well as 1988 service benchmarks – for Medicare and Medicaid patients as well as the indigent, defines the elements that can go into calculating charity care and brings the definitions for charity care in line with current Washington State Administrative Code;
· establishes a reporting format and quarterly as well as annual reports; and
· clarifies and updates the Health Department’s oversight responsibilities for charity care compliance. 
BACKGROUND:  
Establishment of the PHPDA -- Originally, the Pacific Hospital was developed by the federal government as the “Marine Hospital” and later operated by the US Health Service to provide health care for retirees of the military and the merchant marine.  Pacific Hospital also played a role in providing care for indigent persons along with Harborview, the county hospital.  When the federal government decided to quit providing this kind of service directly in 1981, the City of Seattle created the Pacific Hospital Preservation and Development Authority both to preserve the landmark building and the medical practice that was considered a key part of the health care safety net. The PHPDA, therefore, took over ownership of the hospital and management of the medical services, that came to be called PacMed Clinics.  

The medical practice remained viable primarily because the federal government contracted to continue services for the retiree population, a contractual relationship which continues to this day.  The building was no longer viable as a full service hospital so plans were made to use part of the complex for clinics and related offices and to renovate remaining space (primarily the tower) to use for other purposes that could also bring in revenue for the authority.  PacMed used other hospitals for inpatient care but retained is specialists in an evolving system of outpatient clinics that also became the backup for the primary care physicians of the community clinic safety net.  
Bond Financing Agreement  -- At the request of the City of Seattle and the PHPDA, the county included funding for repair and renovation of the Pacific Hospital in the health care facility bond package it submitted to the voters in 1987.  The package was approved, and in 1991, the interlocal agreement was signed making $9.3 million plus interest available to the PHPDA.  The agreement required at a minimum that the 1988 charity care level be maintained and called for a Health Coordinating Committee, established by a separate agreement with Seattle and comprised of public health community representatives, to review and approve annual charity care reports.
Charity Care Issues – In 1996, an Executive internal audit found that there was a need to update the charity care definitions to conform to changes in state law and regulation and that the county had failed to establish an oversight process, had not specified what PacMed/PHPDA  was to report to whom and, therefore, had not been able to monitor compliance. 
 In 1998, PacMed/PHPDA negotiated a long term lease with a development firm that, in turn, sublet to Amazon.com for use of the tower and other unused portions of the complex. This agreement fueled concerns among providers in the health care safety net about whether PacMed was doing all that it should to meet its charity care obligations and responsibilities.  A community task force was convened that resulted in an initial amendment to the PHPDA agreement establishing a minimum annual financial commitment to charity care of $1.5 million.  In 2000, this amendment was signed by the Director of the Health Department and the PHPDA.  
In 2001 the County Auditor completed a review of the PHPDA Interlocal Agreement, finding that the amendment to the agreement was not submitted for required County Council review and approval and that the amendment language regarding charity care reporting and oversight requirements still lacked sufficient clarity.  Of particular concern was the lack of benchmarks to determine whether 1988 service levels are being maintained.  
Conclusion -- The Health Department, therefore, went back to the drawing board, working with the interested parties to re-draft and re-negotiate the First Amendment to resolve all of the issues dating back to 1996 and to bring it forward to the Council for final review and approval.  The current, proposed First Amendment does address all of the charity care related issues as noted in the “SUMMARY” section above.  The County Auditor has sent a memo to Councilmembers, dated July 14, indicating that the new minimum charity care requirements and benchmarks “provide a solid foundation for monitoring PHPDA’s delivery of required charity care”.  
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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
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