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SUBJECT: 
 
Proposed Ordinance 2014-0239: An ordinance authorizing the Executive to enter into a ground lease agreement with Neighborcare Health to construct and operate a new facility on the site of the North District Multiservice Center located in Council District 4.

Proposed Ordinance 2014-0240: An ordinance relating to a capital improvement project, making a supplemental appropriation of $2.4M to the Building Repair and Replacement Fund for the demolition of the existing facility on the site of the North District Multiservice Center.

SUMMARY: 

The proposed partnership between Public Health and Neighborcare would expand access to healthcare in the Seattle Northgate area. Seattle’s north end has over 48,000 low-income residents who are not currently receiving services. The proposed center would maintain the existing level of care (7,000 patients) and add capacity for an additional 7,000 patients. Valley Cities Counseling also plans to lease space and provide services at the new facility, which would further the county’s interest in integrating primary care, and mental health and other human services.

Under the proposal, King County would enter into a 50-year ground lease with Neighborcare, which would construct a new clinic facility on the site. Construction would start in September 2014 with the new facility opening in the fall of 2015. King County would spend $2.4M (General Fund) to demolish the existing facility, which currently has $6M in deferred maintenance, and would have the option to lease space in the new facility. 

BACKGROUND

The North District Multi-Service Center is located on a 3.17 acre site in the Northgate area bounded by Meridian Ave N. to the East, N. 107th St. to the North and N. 105th St. to the South, and is less than one mile to Northgate.  The City of Seattle annexed the property from King County in 1954 and later purchased the property for general municipal purposes including a site for a health center. To take advantage of funding made available by Referendum Bill #29 (Ref 29) the property was transferred from Seattle to King County in 1976 and conditioned to be compliant with Ref 29 requirements for a period not less than 25 years. The NDMSC was constructed using Ref 29 and King County funds.  The existing facility has been operated continuously since completion and is in need of substantial renovation and rehabilitation.

Public Health currently provides primary care, maternity support and Women/Infant/Child (WIC) services to 10,600 unduplicated clients at the NDMSC. Community Psychiatric Clinic leases space at the facility to provide on-site behavioral health services for 2,000 clients.

Neighborcare Health is a not-for-profit provider of primary health and dental care to low-income individuals. 

ANALYSIS:

Under the proposal, King County would enter into a 50-year ground lease with Neighborcare, which would construct a new clinic facility on the site. Construction is estimated to start in September 2014. The new facility is estimated to open in the fall of 2015. King County would spend $2.4M to demolish the existing facility and would have the option to lease space in the new facility. 

According to the Executive’s transmittal letter, Public Health would reduce its operating costs by $1.2M dollars annually for Public Health by consolidating services with Neighborcare. In addition, King County would avoid $6M in deferred maintenance costs at the existing facility, which would be demolished once the new center was complete.

Summary of Current and Proposed Facility & Operations
	Current Facility & Operations
	Proposed Facility & Operations

	7,000* primary care patients between two clinics
	14,000 primary care patients at one site

	No on-site dental 
	On-site dental care for 7,000 patients (12 chairs)

	3,600 maternal/child health clients
	Capacity for 4,000 maternal/child health clients

	On-site behavioral health for 2,000 clients without direct linkage to primary care or other services
	Integrated on-site behavioral health for 500 new clients in addition to existing capacity in the area

	Stand-alone family planning provided by Public Health
	Family planning integrated into Neighborcare’s primary care

	Limited linkages to human services
	On-site human services and linkage to Opportunity Center for Employment and Education 

	Outdated, inefficient buildings with physical barriers to integration
	Modern, LEED certified building designed with service integration in  mind

	No community space
	Gathering space for staff and community members

	51 Public Health FTEs
	22 Public Health FTEs


*Volume estimates are annual unduplicated clients

Note that the proposal involves two pieces of legislation: 

(1) Proposed Ordinance 2014-0239 would approve the ground lease, as well as a development agreement and a 12-year tenant lease as attachments to the ground lease. The development agreement governs the development of the new facility. The tenant lease sets forth the terms that Public Health would enter into if it chose to exercise its right to lease space in the new facility. Review of these agreements is ongoing. Note that Proposed Ordinance 2014-0239 would also amend the King County Code to allow for a 50-year ground lease, which is currently not allowable under the code.

(2) Proposed Ordinance 2014-0240 would appropriate $2.4M in General Fund monies for the demolition of the existing facility to the Building Repair and Replacement Fund. 

Preliminary Policy Analysis

Although staff analysis is ongoing, several initial policy issues have been identified. Most significantly, this proposal is being made at a time when Public Health funding is experiencing a major crisis. This proposed partnership represents an opportunity to continue to provide and even expand health services in an area of high need. Staff is looking into whether the County’s would legally be able to sell the property now that the covenant to provide health services on the site for 25 years has been met – there may be a policy choice whether to spend $2.4M in General Fund monies rather than sell the site and avoid spending the demolition costs. It is unknown what the value of the site would be, particularly given the condition of the existing facility.

In addition, under the proposal, a condition precedent contained in the agreements is the county’s approval of Neighborcare’s financing plan. Staff would point out that this approval is assigned to the County’s Facilities Management Division Director. Staff is analyzing whether the Council should consider requiring its approval of the financing plan before the agreements would commence and any potential impacts this requirement would have on the project schedule.

Also, as currently drafted, the option to lease space in the completed facility would lie entirely with the executive branch – in other words, Public Health could enter into the lease without Council approval when the facility was complete in the fall of 2015. The Council may want to consider requiring specific legislative action before Public Health could enter into the lease.

At the next committee discussion on the proposed legislation, staff intends to provide a summary of each agreement for the committee’s consideration, as well as any additional policy issues that have been identified.

Legal Review of the Agreement

Legal review is ongoing.

REASONABLENESS:

This item is listed for discussion only and is not yet ready for action.

ATTACHMENTS:

1. Proposed Ordinance 2014-0239 with Attachments
2. Proposed Ordinance 2014-0240
3. Executive’s Transmittal Letter
4. Fiscal Note
5. Property Summary

INVITED:

1. Mark Secord, Executive Director, Neighborcare Health
2. Dr. David Fleming, Director, Public Health-Seattle & King County
3. Dwight Dively, Director, Office of Performance, Strategy & Budget
4. Michael Gideon, Chief Administrative Officer, Public Health-Seattle & King County
5. Mark Ellerbrook, Budget Supervisor, Office of Performance, Strategy & Budget
6. Kathy Brown, Director, Facilities Management Division
7. Bob Stier, Project Manager, Facilities Management Division
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