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SUBJECT

A MOTION accepting a 2015-2016 budget proviso report on the sustainability of public health clinic services.

SUMMARY

The 2015-2016 budget placed a $200,000 proviso on the Public Health budget contingent on transmittal of a report on the sustainability of public health clinic services in future biennia. The proviso called for the report and an accompanying motion to be filed by October 31, 2015. The Executive transmitted the required report and motion on October 28, 2015. 

The proviso report confirms that today’s public health centers are financially unsustainable due to an ongoing structural gap, with costs increasing faster than revenues. However, identifying specific services that are unsustainable is challenging because some service reimbursements are interconnected financially; additionally, patients may benefit from coordinated care. As a result, the report focuses on systemic strategies for financial sustainability. 

The Best Starts for Kids levy (BSK) helps to close the structural gap, but Executive staff project that even if BSK is renewed and departmental mitigation strategies are employed, the cumulative gap will grow to $19 million or more by 2025. 

With the passage of the BSK levy, the proviso report proposes a two-phased approach to sustainability. Phase I includes short-term Lines of Business efforts focused on mitigation strategies to improve outreach, efficiencies and productivity. Phase 2 involves long-term Lines of Business efforts to design future sustainable models. The report suggests that these bodies of work would depend on investment in a needs assessment and improving data and reporting systems. The report further notes that system game changers may be occurring at the local, state and federal level over the next few years, and King County and PHSKC need to participate in strategic decision-making and to be ready to respond to and take advantage of the opportunities and challenges these game changers generate.


BACKGROUND 
In recognition of structural financial difficulties pertaining to the Public Health Fund[footnoteRef:1] and public health clinics specifically, the Council placed the following proviso on PHSKC in the adopted 2015-2016 budget: [1:  ] 

Of this appropriation, $200,000 shall not be expended or encumbered until the executive transmits a report on the sustainability of public health clinic services in future biennia. The report shall identify the potential models for continuing public health clinic services in future biennia as the current funding model is unsustainable. The report shall identify major services provided by the clinics and identify any services that are unsustainable. The executive must file the report and motion required by this proviso by October 31, 2015...
In sum, the proviso calls for a report on the sustainability of public health clinic services, to include the following:
1. Identification of major services provided by the clinics; 
2. Identification of any services that are unsustainable; and
3. Identification of the potential models for continuing public health clinic services in future biennia as the current funding model is unsustainable.
The proviso was transmitted in advance of the Best Starts for Kids levy outcome on the November ballot. Now that Best Starts for Kids (BSK) has passed, the proviso response’s BSK analysis is the section that is most pertinent to the present-day financial sustainability of the public health centers.  However, the section addressing the potential non-passage of BSK provides some insight into the impact of service cuts if long-term stable funding streams do not materialize. 
About Public Health – Seattle & King County

Public Health – Seattle & King County (PHSKC) has been a shared department between Seattle and King County since 1951, in recognition of the shared importance of protecting the health and welfare of our residents. It has five divisions, including Community Health Services (CHS), Environmental Health Services (EHS), Jail Health Services (JHS), Emergency Medical Services (EMS), and Prevention Services.

The Public Health Fund includes Community Health Services (including the public health centers), communicable disease prevention, chronic disease and injury prevention, the medical examiner’s office, emergency medical and environmental health services grants, and cross-cutting services. Heading into the 2017-2018 biennium, the Public Health Fund as of the third quarter of 2015 faced a projected $11.8 million deficit, which will need to be recovered over time. A discussion of the Public Health Fund’s ongoing financial distress and details of the Best Starts for Kids levy is beyond the scope of this staff report, although they are important context for the challenges of the public health centers.
The duties of the Community Health Services division (CHS) as outlined in King County Code (K.C.C. 2.35A.060) include increasing access to affordable health care by those in need and developing responsive service delivery and access mechanisms to meet the changing health care needs of at-risk populations in King County. The CHS division delivers a wide range of services to high risk populations through public health centers as well as through community-based facilities via contracts with community agencies. In addition to the public health centers, the CHS budget funds programs such as the Healthcare for the Homeless Network, school-based health centers, and the Access and Outreach program that helps people apply for health insurance coverage under the Affordable Care Act and other programs.
In the pie chart below, the orange-hues represent the Public Health Fund, with Public Health Centers and the rest of the CHS division called out (public health centers are part of CHS which is part of the Public Health Fund). The green-hues represent all other funds in PHSKC. The public health centers, with biennial costs of approximately $159 million, comprise almost a quarter of the total $638 million PHSKC biennial budget. 
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ANALYSIS

The proviso calls for a report on the sustainability of public health clinic services, to include the following:
1. Identification of major services provided by the clinics; 
2. Identification of any services that are unsustainable; and
3. Identification of the potential models for continuing public health clinic services in future biennia as the current funding model is unsustainable.
Major Services Provided by Clinics
The proviso requires identification of the major services provided by the clinics. As reported in the proviso response, there are four core services (including two subtypes of Parent Child Health services) provided at public health centers, captured in Table 1 below.[footnoteRef:2] [2:  While the numbers represent unique clients served within a service area, a client may appear in more than one service area. The total number of unique clients served by public health centers is not tracked, but would be a statistical maximum of about 104,000 annually if no client used more than one service (which is not the case). 
] 

Table 1. Description of core service areas and number of unique clients served in 2014
	Program
	Unique clients
	Description

	Parent Child Health: Maternity Support Services/Infant Case Management (MSS)
	26,000
	Support for healthy pregnancies and babies through education and counseling

	Parent Child Health: WIC
	37,000
	Supplemental nutrition services for women, infants and children

	Primary care
	16,000[footnoteRef:3] [3:  Unique clients before the closure of primary care at Columbia City and North Center in December 2014. As noted in the proviso response, the financial problems experienced by PHSKC came to a head in 2015-2016 and resulted in the partial closure of three Public Health Center sites, a transition of some primary care services to outside partners, severe reductions in family planning services, commensurate staffing reductions of more than 100 positions including 25 lay-offs, and a cooperative strategy with labor to freeze step, longevity and merit wage increases in 2015-2016.] 

	Basic medical care (Family medicine)

	Dental care
	16,000
	Preventive and restorative dental services, including a homeless focus downtown

	Family Planning
	9,000
	Birth control and counseling, sexually transmitted infection services, breast and cervical cancer screening


Smaller programs include the mobile medical van, Navos primary care, Nurse Family Partnership (NFP), Children with Special Healthcare Needs (CSHCN), Early Intervention Project (EIP), Travel Immunizations, and Refugee Health. All of these programs are described in greater detail in the proviso response (pp. 4-9).
PHSKC operates ten public health centers throughout King County. In addition, about 20 satellite operations situated throughout the county increase accessibility to maternity support services and the WIC supplemental nutrition program. Satellites serve anywhere from 40 to 2,000 clients depending on the site. A map of clinics and satellites is provided as Appendix C to the proviso report.
Table 2. Summary of programs and client visits by site (see Appendix E of proviso report)
	Site / Program
(with # of annual client visits, 2014)
	First Steps and WIC
	Free-standing Family Planning
	Primary Care
	Dental
	Base for Smaller Programs

	Auburn
	24,000
	3,400
	 
	 
	

	Columbia City
	13,600
	 
	 
	10,600
	NFP, EIP, CSHCN

	Downtown
	9,700
	 
	9,500
	7,700
	NFP, Travel Imm.
Refugee Health

	Eastgate
	14,400
	2,800
	13,000
	9,400
	CSHCN

	Federal Way
	26,100
	3,300
	 
	 
	EIP, CSHCN

	Greenbridge (White Center)
	17,000
	 
	 
	 
	EIP

	Kent
	26,200
	1,000
	 
	 
	NFP, EIP, CSHCN

	North Seattle
	16,800
	 
	 
	9,000
	EIP

	Northshore
	13,300
	 
	 
	 
	EIP

	Renton
	19,700
	 
	 
	6,100
	

	Total visits (not unique clients)
	180,800
	10,500
	22,500
	42,800
	


Public health centers primarily serve the county’s most vulnerable populations. Over 95 percent are below the federal poverty level. Most are low income women and children, they are disproportionately people of color, and around 20 percent of maternity support and dental care recipients are homeless. A third of primary care recipients and over half of family planning recipients are uninsured. Interpretation services are also provided, most notably to a quarter of primary care patients. 


Unsustainability of the Public Health Center System
The report paints a picture that, collectively, PHSKC programs and services are unsustainable with current revenue streams, and this is particularly true of the public health center system. As stated in the proviso report: "The Public Health Center (PHC) system is not sustainable because of a structural gap between the way services are financed and their costs." (p. i) 
The revenue sources that fund the Public Health Centers include the following, with biennial revenues listed (see p. 11 of proviso response):

The main cause of the structural gap in the public health center system is that the primary sources of reimbursement for services (patient-generated revenues) do not keep up with the rising cost of providing care to the vulnerable populations served by PHSKC (p. 21). Patient-generated revenue (Medicaid, Medicare, private insurance, or self pay) comprises about 48 percent of total revenue for the public health centers. Although PHSKC’s status as a Federally Qualified Health Center (FQHC) has a significant positive effect on patient-generated revenue, reimbursement rates from Medicaid and FQHC rates have grown by 0.8 percent annually since 2011, while PHSKC estimates that costs increase 3 to 5 percent per year due to population increases, escalating costs of healthcare, and labor costs. (See discussion of financial benefits of an FQHC blended rate below, and at proviso response pp. iv and 16.) 
Some other financial contributors to the structural gap identified in the proviso response are that state general fund contributions to public health centers have been "stagnant" (p. 14); and county general fund contributions have increased slightly over the past several years.[footnoteRef:4]  [4:  These funding streams have been previously described in Briefing 2015-B0066, an overview of clinic services, heard in the Health, Housing and Human Services Committee on April 21, 2015. ] 

Also contributing to the difference between costs and revenues is the fact that not all patients generate revenue. Paid visits represent only 105,000 out of an estimated 142,000 visits in 2015 (74 percent). The unpaid visits are a combination of non-billable visits, lack of coverage, and payment denials (some recoverable and some valid insurer denials).[footnoteRef:5] [5:  Not all unpaid visits result in no revenue. A portion may be partially recovered through a contract for services, and some visits that have no insurance coverage may be self pay.] 

Further, inefficient staffing structures prevent PHSKC from providing the maximum volume of services. An estimated 18,000 additional visits could be handled each year with existing staff if resources were allocated effectively. The paid visits reflect only 66 percent of total system capacity including the currently unrealized visits.  
Figure 2 shows the impact of passage of the Best Starts for Kids levy on the structural gap, plus the effects of possible mitigation strategies (internal efficiencies) identified by PHSKC in the proviso response. BSK includes $42.8 million in funding over six years for health services such as maternity support services and nurse family partnership home visiting program services. PHSKC expects the addition of levy dollars to sustain current operations of the Parent Child Health programs through the end of the six-year levy in 2021. Gaps remain in other programs such as primary care and dental services, with a projected public health center financial gap of $1.6 million at the end of 2016, growing to a cumulative $29 million gap over the next 10 years (see table at Ex. 5, p. 15 of proviso report and graph on next page). The implementation of proposed mitigation strategies, discussed in the next section, could reduce the cumulative 10-year gap by $2 to $10 million.
Figure 2. Public Health Center structural gap and effect of BSK and mitigation strategies (Ex. 12 on p. 32 of proviso report)
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Mitigation strategies. PHSKC, with support from PSB, has undertaken a major effort to identify mitigation strategies in addition to the BSK levy that would work towards financial stability for PHCs over the near and long term (Lines of Business Phase I and Phase II). 
For the near term (Phase I), a team of 40 subject matter experts in PHSKC in a series of 10 workshops over four months engaged in Lines of Business exercises to identify areas where PHSKC could realize short-term financial benefit or mitigate losses. Initial steps proposed to improve PHSKC’s ability to respond strategically include: 1) conducting an assessment of demand and unmet need and 2) building data and reporting functionality. These pieces of information would inform five mitigation strategies:
· Tap unmet patient need in the community with greater outreach and partnership efforts,
· Standardize and improve key business and clinical practices,
· Improve human resources and staffing models,
· Adapt service locations and service delivery to match need, including potentially consolidating, transitioning or closing small, inefficient programs or satellites, and
· Take advantage of new reimbursement opportunities, e.g., opportunities to bill for MSS group services, and reimbursement of some behavioral health services under Medicaid.
The first two strategies have projected impacts on improving demand, productivity, and patient-generated revenue with estimated positive impacts through the 2017-2018 biennium of $575,000 to $2.8 million, and estimated impacts of $1.9 million to $9.7 million over the next ten years through 2025. While sizeable and commendable, these strategies cannot come close to closing the public health center structural gap in the absence of other major stable sources of funding or game-changing scenarios.
For the long term (Phase II), PHSKC would look more holistically at the system for sustainability solutions. PHSKC proposes to begin a planning process at the start of 2016 to identify sustainability actions that can be taken over the next six years (for the life of the BSK levy). This would include a reassessment of PHSKC's assurance role in the broader safety net and evaluations of options to change the current service delivery model (taking into account system issues identified above such as financial, health, equity and social justice, and workforce impacts). PHSKC would seek to leverage existing PHSKC expertise in designing future delivery system and funding models. 
The long term effort would include significant stakeholder involvement, monitoring program outcomes and financial performance, and proactive planning around system game changers occurring at the local, state and federal level over the next few years (game changers are discussed further below).


Unsustainable Services
The proviso requires identification of any services that are unsustainable. The proviso response is not about identifying performers and underperformers in public health center services. PHSKC instead looks at the viability of the public health center system as a whole.  
FQHC blended rate. PHSKC is designated as a Federally Qualified Health Center (FQHC), which it has earned as a federal 330(h) grantee due to its role in providing primary care and serving persons experiencing homelessness. This designation results in an enhanced payment for every Medicaid visit for primary care, dental, family planning, and MSS/ICM programs. PHSKC uses one blended FQHC reimbursement rate for all of its public health center programs that bill Medicaid, as opposed to an individual rate for each program. 
PHSKC argues that the financial benefits of a blended FQHC rate make the blended rate “critical to financial sustainability” and that it is therefore inadvisable to separate individual programs eligible for FQHC reimbursement rates (p. 16). While the rate never covers all public health center costs due to some non-allowable costs and the fact that it does not pay for services to uninsured clients, the use of a blended rate results in an additional estimated $4.5 million in revenue for 2016 compared to administering the same programs using an individual rate. PHSKC eligibility for the FQHC reimbursement rate for Medicaid clients requires the provision of primary care services and serving the homeless. In short, while primary care operates at a $5.3 million loss, administering all of the other programs without it would compromise the enhanced FQHC payment structure, significantly increasing the gap between revenues and expenses in remaining programs.[footnoteRef:6] [6:  How much more would depend upon assumptions regarding infrastructure needs, how the other programs would be structured in the absence of primary care, and the effectiveness of the other programs in the absence of primary care at the clinics; there would presumably be other system costs from the removal of primary care services as well depending upon the extent of the alternative provider safety net.] 

Cost variables. The estimate of financial sustainability (or viability) of a program or service is affected by a myriad of factors. The effects of a blended FQHC rate have been discussed above. Additionally, service reduction can have other system costs; as PHSKC notes, “reducing services in one area may produce unintended consequences elsewhere in the County’s health, education, or criminal justice systems.” For example, reducing family planning access has been shown in national studies to lead to increases in unintended pregnancies and sexually transmitted infections (p. 34). To the extent that PHSKC reductions in family planning are not covered by other safety net providers, the safety net population could experience negative health outcomes.  Public Health serves about four times as many as Hispanic clients as Planned Parenthood under the federal Title X program (p. 7), and the impact of shifting some family planning services to Planned Parenthood in 2014 is not known yet.
Sustainability choices are policy choices. It is difficult to prioritize a menu of “unsustainable” service options, because the amount of funding for one program versus another reflects a policy choice. The choice could be one of public health clinics versus other services provided by PHSKC, which public health clinics to keep open or closed, or which services offered by public health clinics to continue to offer or shut down, for example. Services are supported to varying degrees by state or local flexible funds, so a program whose costs exceed revenues is only as “unsustainable” as the policy choice not to fully fund it with flexible dollars. 
With a system that is unsustainable, any preferred policy choices would need to be examined together, and examined in the context of potential state and federal system changes (the “game changers” discussed in the proviso report). How to solve the financial challenges facing the public health centers is not a question that can be adequately explored in a microcosm that looks only at public health center services. 
Alternative Models
Lastly, the proviso requires identification of potential models for continuing public health clinic services in future biennia given the financial unsustainability of the current model. Several logical options for clinic services could include:
· Continue to operate clinics, but streamline operations and find efficiencies (mitigation strategies).
· Attempt to shift some or all services to alternative safety net providers.
· Take advantage of system game changers, potentially achieving sustainability through new ways of approaching public health and reimbursement of services, or finding other revenue sources to fund the system.
Streamlining existing clinics. One potential model is to streamline processes, maximize productivity, and maximize patient-generating revenue. Work on this approach has begun with the Lines of Business work described in the mitigation strategies section above. However, as previously noted, the existing model is unlikely to be sustainable with those efforts alone. Continuing work on the streamlining of service delivery and taking advantage of new reimbursement opportunities will be key to seeing how far the gap can be closed with these strategies. 
Shift some or all services to other safety net providers. Any shift in services will benefit from thoughtful, long-range strategic planning that takes into account system and service impacts. The need for strategic data-gathering identified in the proviso response would be key to better understanding potential impacts of PHSKC service changes on the vulnerable populations served.
A number of safety net providers serve a similar clientele as the public health centers. For purposes of the proviso report, core safety net providers are defined as Community Health Centers (CHCs),[footnoteRef:7] Public Health Centers, and other clinics that have a primary mission to serve safety net populations (low-income, uninured/underinsured, and other vulnerable populations).  [7:  Federally Qualified Community Health Centers (CHCs) are medical clinics that typically serve vulnerable populations. Many locations also offer dental care, but in most cases they do not offer maternity support services, infant case management, or WIC.  CHCs in King County include:  Country Doctor, HealthPoint, International Community Health Services (ICHS), NeighborCare, SeaMar, and Seattle Indian Health Board. Additional safety net clinics are operated by Harborview. Planned Parenthood also serves as a safety net provider for family planning and sexual and reproductive health services.] 

As noted in the proviso response, however, many services are not offered elsewhere (p. 33), particularly the Parent Child Health services provided to low-income pregnant women and children. The desire and ability of CHCs to take on a service area that has historically been administered by PHSKC is unknown. The table below provides an overview of what is currently known about safety net coverage for existing public health center services.
Table 3. PHSKC coverage relative to other safety net providers  
	Service
	Unique Clients*
	Safety Net coverage

	MSS
	26,000 (94% of all county visits)
	Historically provided by PHSKC, infrastructure and systems elsewhere are virtually nonexistent.

	WIC
	37,000 (90% of all county WIC clients)
	Historically provided by PHSKC, infrastructure and systems elsewhere are virtually nonexistent.

	Primary Care
	16,000 (8% of safety net populations)
	CHCs, but FQHC status, 330H eligibility, and cross-referral from MSS/WIC make primary care an important component of PHSKC’s current model.

	Dental Care
	16,000 (17% of safety net populations)
	CHCs, UW School of Dentistry, several small clinics, but PHSKC downtown serves downtown homeless and dental is currently a positive financial component of the PHSKC model.

	Family Planning
	9,000 but will decrease after closure of FP at Columbia, Greenbridge and North (25% of county)
	Planned Parenthood and CHCs, but heavier Hispanic impact possibly due to cultural access issues.

	Total Unique Clients*
	104,000 (max)
	

	Smaller Scale Programs
	
	

	Mobile Medical Van
	800
	

	Navos
	700
	

	Nurse Family Partnership
	1,500
	

	Children with Special Health Care Needs
	2,800
	

	Early Intervention Project
	600
	

	Refugee Health
	3,200
	

	Travel Immunizations
	1,700
	

	Total Unique Clients*
	11,300 (max)
	


* Clients are unique within programs but may be duplicated across programs 
Game Changers. The proviso response identifies several major "game changers" that have the potential to significantly change the landscape of public health services and funding. Potential changes include the following:
· Medicaid Transformation (1115) Waiver
· Payment Reform
· Accountable Communities of Health (ACH)
· Behavioral Health Integration
· Affordable Care Act
The effects on public health service delivery could be positive or negative, depending in part upon how these game changers play out and how PHSKC and the county choose to participate in and respond to each initiative. The “game changers” have the common theme of shifting payment and service delivery models upstream to prevent poor health outcomes and the costly services to address them. The specific pathways and structures to this intent are not yet defined. As definition is realized through the planning and implementation of the “game changers”, it will become more evident what opportunities are presented for the PHC system. Actively seeking to influence and understand the dynamics of health reform/innovation/transformation over the next several years will inform the policy choices that are made about sustaining PHC services and/or assuring capacity for these services in the safety net. 
As each of these alternatives are explored and policy decisions shape the future of public health, the planned continuation of Line of Business work by PHSKC, with Council staff participation, will be extremely important during this time that BSK has bought the public health center system.
Next Steps
[bookmark: _GoBack]The proviso did not require action on the motion accompanying the report. Therefore, the Council may choose to act on the motion but it is not required in order to release funds.
Public Health-related items coming before the Council in the near future include actions related to BSK, continued funding for the Northshore clinic, the mid-biennial budget process, and a Public Health "deep dive" conversation anticipated to occur in 2016. The County Council on November 23 unanimously approved Motion 14471 establishing the King County 2016 state legislative agenda, which identified Public Health as one of the county's top three initiatives for 2016. It calls for "dedicated and sustainable revenue sources to keep our residents healthy." County momentum for solving the public health funding crisis appears to be building, but achieving financial sustainability will require the continued commitment and engagement of King County and PHSKC leadership to make strategic short- and long-term investments and difficult decisions.
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Fig. 2. Public Health Center Revenue Sources
(in millions)
Patient-generated revenue	State and federal grants	County general fund	State general fund	Medicaid Admin Claiming	72.599999999999994	34.9	26.9	11.7	5.9	
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