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SUBJECT
An ORDINANCE appropriating $5 million for the operation of the County’s Public Health Centers for the remainder of 2007.
SUMMARY
Due to a funding crisis facing the Department of Public Health, the Executive’s Proposed 2007 budget included appropriation authority only through June 2007 for the North and Northshore Public Health Centers.  In adopting the 2007 budget, the Council identified funds sufficient to operate the Centers for the full year and placed these in reserve in the County’s General Fund.  This ordinance would implement the Council’s intent by adopting $5 million in appropriation authority to operate the Centers for the remainder of 2007.  The appropriation is backed by $1.6 million in General Fund revenues and by $3.4 million in insurance reimbursements and fees generated by operation of the Centers.
BACKGROUND
The Department of Public Health

The Department of Public Health has a budget of nearly $270 million with 1,500 full-time equivalent positions.  The Department is responsible for a wide variety of services including health protection functions such as ensuring food and water are safe for consumption; health promotion functions that encourage behaviors to prevent chronic diseases and injury; and the direct provision of personal health care services to individuals.  These functions are supported with $28 million in County General Fund revenues.
The Community Health Care Safety Net

A broad safety net of private and public organizations in King County provides a variety of personal health care services to low-income and uninsured or underinsured clients.  This community health care safety net includes:

· 10 Public Health Centers and 4 satellite sites operated and funded by the County 

· 20 clinics operated and funded by eight private, not-for-profit community health centers

· 2 clinics operated and funded by hospitals

· 2 Jail Health facilities operated and funded by the County

· 14 school-based health programs in the City of Seattle, operated by the community health centers and funded through the City of Seattle Families and Education levy

· 1 school based health program at Tyee High School, operated and funded by a private, not-for-profit community health center and 1 teen health program for the Highline School District that is funded by the County

In addition to operating a clinic in Pioneer Square, Harborview Medical Center plays a major regional role in providing urgent care, specialty, and emergency health safety net services.  Other hospitals and private providers such as Group Health also serve a large number of Medicaid patients, low-income people, and the uninsured.  
The Financial Stresses on Public Health and the Health Care Safety Net

For the last several years, the Department of Public Health has faced a “structural gap” in the operation of the Public Health Centers.  The factors leading to this structural gap include:  (1) slowly growing or declining revenues, such as Medicaid reimbursement rates; (2) increasing cost of providing services, such as the cost of pharmaceuticals; and (3) an increasing percentage of “uncovered” client visits as a larger proportion of residents in the County are un- or under-insured. 

The structural gap in the provision of safety net health care services is aggravated by lack of a stable, dedicated funding source to fund other public health functions and the public health infrastructure.  Moreover, the factors affecting the financing of the County’s Public Health Centers also place financial stress on the other organizations involved in the community health care safety net.
The Public Health Operational Master Plan

The County is undertaking a Public Health Operational Master Plan (PHOMP) in order to develop a sustainable operational and funding model for the delivery of public health services in King County.  In February 2007, the King County Board of Health and the King County Council adopted Phase I of the PHOMP:  “A Policy Framework for the Health of the Public”.  The Framework appears on the PHOMP website at www.metrokc.gov/exec/publichealthmasterplan.  The County is currently finalizing Phase II of the PHOMP, which will recommend operational and financing goals and strategies that are consistent with the Policy Framework.

The Policy Framework recognizes the Department’s many functions with regard to the protection, promotion, and provision of health.  With regard to the provision of health care, the Policy Framework recognizes that the Department of Public Health has a role in working with other organizations to assure access in our community to affordable, appropriate, and quality health care services.  The draft Phase II goals and strategies call on the Department to play a leadership role in convening local health care payors and providers to develop strategies for improved health care access and improved efficiency and integration of services for the community health care safety net.  This work will then help to determine the appropriate role of the Department in the direct provision of health care services.
The Executive’s 2007 Budget Proposal

In preparing its 2007 budget proposal, the Department of Public Health faced a $14 million gap in projected expenditures and revenues.  The Department found that balancing its budget required either substantially greater General Fund resources or the closure of some Public Health Centers.  Combined, the North and Northshore Public Health Centers were estimated to cost $12.3 million to operate in 2007, with a gap in revenue to support them of $4.9 million.  The Department’s budget submittal to the County Executive anticipated closure of these two Centers at the end of 2006.

In the 2007 Proposed Budget as transmitted to the Council, the Executive identified resources to operate the North and Northshore Public Health Centers through June 2007.  The Executive’s proposed budget included $5.5 million in expenditure authority for these two Centers backed with $2.3 million in County General Fund revenues.
The Council Adopted 2007 Budget

In adopting the 2007 budget, the Council directed that the Public Health Centers remain in operation for all of 2007.  The Council identified $2.7 million in General Fund resources to support this direction and placed these in a designated Public Health reserve in the County’s General Fund Financial Plan.  In addition, recognizing that the financial problem for the Centers and Public Health generally would continue into future years, the Council established a target of $5 million for the Public Health reserve and directed the Executive to fund this reserve as new resources become available. 

ANALYSIS
Proposed Ordinance 2007-0335

Proposed Ordinance 2007-0335 would implement the Council’s policy direction to continue operation of the Public Health Centers throughout 2007.  The ordinance would appropriate just over $5 million to Public Health.  Of this amount, $1.6 million would be appropriated and transferred from the designated Public Health reserve in the County’s General Fund.  The remaining $3.4 million in appropriation authority would be backed by Medicaid-related revenues, insurance reimbursements, and patient fees generated through operation of the Centers.  The ordinance would also authorize nearly 50 FTEs needed to provide services at the Centers.
In addition, the Executive has met the General Fund Financial Plan target reserve for Public Health of $5 million.  These funds will allow operation of all Public Health Centers through 2008.  The Executive acknowledges and confirms this commitment by the County in his transmittal letter to the ordinance.  

REASONABLENESS

Adoption of Proposed Ordinance 2007-0335 is consistent Council direction and with the adopted Policy Framework for the Health of the Public.  The Proposed Ordinance is also consistent with the draft Phase II PHOMP strategies.  Adoption of this ordinance and the financial plans for 2008 provide resources that will allow the Public Health Centers to operate while the Department works with the health care community in developing sustainable solutions for improved health care access and determining the role of the Department in the direct provision of care.  Fully funding the Centers during this time will help to ensure smooth transition for any changes in service delivery that may result.
INVITED
· Bob Cowan, Office of Management & Budget
ATTACHMENTS

1. Proposed Ordinance 2007-0335
2. Transmittal letter dated May 15, 2007

3. Fiscal Note
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