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STAFF REPORT





SUBJECT:





Proposed ordinance 2003-0281 provides for a simultaneous closing on the Branch Villa nursing home, allowing for the non-profit organization, Opportunities Industrialization Center of Washington (OIC) to take ownership of a federal Housing and Urban Development (HUD) property with King County serving as the conduit for the transaction.





background:





Branch Villa





In the Fall of 2002, Branch Villa, a nursing home in the Central area, began to experience severe financial distress and ultimately defaulted on their HUD backed mortgage.  The state’s Department of Social and Human Services (DSHS) stepped in to insure the care and safety of the patients and hired a temporary contractor (Westcare) to take over operations.  DSHS also began making arrangements to transfer patients to other facilities with the intention to shut down Branch Villa.





At this time, the Community Coalition to Save Branch Villa (the Coalition) formed in response to the proposed closure of Branch Villa and engaged in efforts to find a permanent nursing home operator and stop the transfer of residents to other facilities.  These efforts included lobbying at the state and federal level.  In January of 2003, Opportunities Industrialization Center entered into negotiations to take over operations of Branch Villa.





Opportunities Industrialization Center





OIC is a non-profit organization founded in 1964 by the late Reverend Leon Sullivan, aimed as serving disadvantaged/at risk youth and adults, providing educational opportunities, job training and placement, community services and housing services.  OCI has never administered a nursing home, but successfully underwent the rigorous licensing process and has been operating the facility since April 2003.  The facility has since been renamed the Leon Sullivan Health Care Center (the Center).





Given the recent bankruptcy of Branch Villa, and OIC’s lack of organizational experience running a nursing home, there is question as to OIC’s ability to turn the facility into a well managed and financially stable nursing home.  OIC has retained much of the Branch Villa operating staff to run the facility.  Upon cursory review of OIC’s most recent audit, expenses nearly mirror revenue, with an annual budget of $10.2M and unrestricted net assets of $4.2M.  The auditor did find OIC as a compliant low-risk auditee.





As the new operator of the nursing home, OIC is undergoing the Medicare/Medicaid certification review process.  All the necessary applications and inspections have been completed and OIC is awaiting news of their status from DSHS.  Up to this point, OIC has incurred increased costs due to their inability to receive Medicare/Medicaid reimbursements for qualified residents.  The majority of the residents are dependent on Medicare/Medicaid to cover their costs.  Currently there are 94 residents at the Leon Sullivan Health Care Center with a facility capacity to serve 237.  However, though the Center hopes to increase their residents, plans for growth are moderate and the actual operational capacity is not expected to align with the facility capacity for another four to five years.  OIC projects that residency will increase to 125 by January 2004.





ANALYSIS:





King County Involvement





OIC is interested in purchasing the nursing home property.  However, federal law requires that HUD only negotiate foreclosure sales on multi-family properties with government entities.  This same law does not preclude engaging in foreclosure sales with non-profit entities in a simultaneous closing.  Due to this limiting provision, the Coalition requested that King County serve as the conduit agency in this process and the executive agreed to facilitate.  In the simultaneous closing, the county is recorded in receipt of the property from HUD and the OIC is then recorded in receipt of the property from the county.  The transaction time within which King County is the sole owner of the property is a matter of one or two minutes, long enough to gather the signatures.





The county is under no legal obligation to facilitate the transfer between HUD and OIC.  However, the county has a vested interest in the Center in that it has a history of providing culturally competent services for the elderly African American community in the Central area.  Keeping the center open and functional would allow families to remain within visiting distance of their loved ones, increasing the quality of life for both patience and visitors.  As part of their mission and marketing plan, OIC has committed to providing culturally relevant nursing care to the broader diverse population found within the community.  It should be noted that, while King County is facilitating the transfer for the aforementioned reasons, OIC is under no legal obligation to maintain the property as a nursing home.





Contracts and Obligations





The terms of the contracts include the following provisions :


OIC will incur liability associated with the property


Property will be sold as is, without limitations due to hazardous conditions in/on the property


All closing costs and county expenses for both sales will be paid by OIC





As shown in the fiscal note, there is no fiscal impact to this legislation.  OIC will deposit funds for the sale and related costs into an escrow account that will transfer to HUD.





During contract review, the council’s legal counsel questioned the need for limitation of liability as found in Section 12, if OIC is under obligation to cover all liability associated with the property .  That clause states:





Notwithstanding any other provisions of this Contract, Grantor’s liability for damage to the Property or for any breach of this Contract shall not exceed the amount of funds paid by Grantee to Grantor hereunder.





It is the position of the Prosecuting Attorney’s office that because the closings will be simultaneous, the only property damage that could occur would render the property unsellable and would affect both transactions.  As a result, because HUD limits the damages in the first contract, the county needs to limit the liability of OIC.  The clause also serves to limit the county’s liability.





The current established price offered by HUD for the property is $2.5M but OIC is still attempting to negotiate.





TECHNICAL AMENDMENT:





A technical amendment has been drafted per the advice of legal counsel to include the negotiated sale of any personal property associated with the Branch Villa facility that is intended to be conveyed from HUD to King County to OIC as specified in the bill of sale.





REASONABLENESS:





Due to the late transmittal of this ordinance, staff have had inadequate time to perform a rigorous, in-depth analysis.  From a preliminary review, approving proposed ordinance 2003-0281 appears to be a reasonable budget and policy decision.





ATTENDING:





Robert Stier, Senior Deputy Prosecuting Attorney, King County Prosecuting Attorney’s Office


Jim Brewer, Legal Counsel, King County Council


Carla DewBerry, Legal Counsel for Opportunities Industrialization Center, 


	Bennet Bigelow & Leedom, P.S.





ATTACHMENTS:





Amendment 1 to Proposed Ordinance 2003-0281


Proposed Ordinance 2003-0281 with attachments


Executive’s Transmittal Letter dated June 16, 2003


Fiscal Note


Map of Property
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