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Metropolitan King County Council
Committee of the Whole

STAFF REPORT

	Agenda Item:
	12
	Name:
	Sam Porter

	Proposed No.:
	2022-0450
	Date:
	December 7, 2022



SUBJECT

The proposed motion would respond to the Harborview Board of Trustees request to suspend the hospital’s payment supporting mission population programs in 2022 and 2023. 

SUMMARY

Under the Hospital Services Agreement (HSA) between King County and the University of Washington to operate the county-owned facility, by December 31 of each year the Board of Trustees, “shall allocate from Medical Center revenues or reserves five million dollars ($5,000,000) to a fund to support Mission Population programs and services that are currently being provided by the County.”[footnoteRef:1] Section 6.4.4. of the HSA states that under “extraordinary circumstances” the Board may submit a request to the County Executive and Council to suspend some or all of an annual allocation subject to action by the Council by motion to approve, reject, or change the amount requested to be suspended. On October 27, 2022, the Board voted unanimously to request the suspension of the $5 million mission support payment until Harborview can maintain a minimum of 120 days cash on hand for at least one year. The Board stated in the request to evaluate these extraordinary circumstances in two years, effectively requesting to suspend the payments for 2022 and 2023. [1:  Section 6.4.2 of the Hospital Services Agreement dated February 25, 2016, authorized through Ordinance 18232. ] 


The HSA requires the Council to approve, reject, or change the request by motion.    Proposed Motion 2022-0450 provides the legislative vehicle for the Council to respond to the request. Note that the motion would need to be amended to specify whether the Council is approving, rejecting, or changing the request for 2022 and 2023.

BACKGROUND 

Harborview Medical Center (HMC) is a 413-bed hospital and trauma center that serves Washington, Alaska, Montana and Idaho. It is the only Level 1 trauma center serving these states. HMC prioritizes serving the non-English-speaking poor, the uninsured and underinsured, people who experience domestic violence or sexual assault, incarcerated people in King County's jails, people with behavioral health illnesses, particularly those treated involuntarily, people with sexually transmitted diseases, and individuals who require specialized emergency care, trauma care, and severe burn care. Harborview is owned by King County, governed by a 13-member Board of Trustees, and operated by the University of Washington under the hospital services agreement dated February 25, 2016. The University of Washington first took over operation of HMC in the late 1960s. In 2016, the County authorized an extension of the HSA between the parties that could extend until 2045 if both parties execute the allowable extensions.[footnoteRef:2]  [2:  Ordinance 18232, enacted February 12, 2016] 


ANALYSIS

Board Action.  According to the slide deck presented to the HMC Board’s Finance Committee in October 2022, the current pressures on the hospital’s finances include:
· A daily average of 100+ difficult to discharge patients (approximately 20 percent of patients) that do not need hospital care;[footnoteRef:3] [3:  The capacity challenges posed by difficult to discharge patients were highlighted in HMC CEO, Sommer Kleweno-Walley’s presentation to the Regional Policy Committee on September 14, 2022. King County - File #: 2022-B0112, Harborview Staffing and Bed Capacity briefing,  https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=5769907&GUID=69FBC60E-B8BC-433A-BBBE-69912A1A7F91&Options=&Search=] 

· Paying more than $8 million annually in addition to insurance payments to incentivize skilled nursing facilities to take Harborview patients that no longer need hospital-level care;
· Paying an average of $8 million annually to support the jail population; and
· Bargained labor cost increases to support the healthcare workforce. 

The slide deck also states that in the 2021 fiscal year Harborview received a Medicaid daily payment rate of roughly $270 for patients awaiting discharge with average acute care costs of $1,675 per day, resulting in a reimbursement rate of approximately 16 percent.

In her letter dated November 20, 2022, Board President Steffanie Fain stated that, “Harborview currently has 99 days cash on hand, which recently dropped from 130 days cash on hand (operating expenses are approximately $3.2 million per day). Moody’s Investors Service recommends 150–200 days cash on hand as a median range for nonprofit hospitals. Harborview is projected to be at 75 days cash on hand by June.” President Fain’s letter also includes the summary of actions taken by the Board to address the extraordinary circumstances as required by Section 6.4.4. of the HSA. This summary includes: 
· Recently approved funding an outpatient surgery center in the Ninth and Jefferson Building (NJB), by obtaining an LTGO bond through King County, rather than paying for the project by using cash on hand;
· The Board’s Strategic Planning Committee established five strategic imperatives to address the hospital’s short and long-term financial challenges, including, “1) More Effectively Serve Mission Populations, 2) Engage External Partners to Improve Care, 3) Strengthen Hospital Partner Trauma Programs, 4) Resource Strategic Programs to Ensure Financial Sustainability, and 5) Drive to Higher Levels of Efficiency”;
· A “financial turnaround project led by an independent third-party to restore long-term financial stability. As part of this project, the Trustees have requested detailed periodic updates, as well as further analysis of Harborview’s shared services expenses to identify potential additional cost reductions”; and
· Developing a plan for coordinated legislative advocacy in Olympia to support, “policy and budget efforts that address challenges with Harborview’s difficult-to-discharge patients,” and “seek permanent biennial appropriations to support safety net and teaching functions, one-time additional funding to support Harborview’s operations, and approval of an Inpatient Directed Payment Program to draw down additional federal dollars for Medicaid reimbursement.”

Public Health Fund.  Under Section 6.4.2 of the HSA, the mission support payment is to be allocated from Medical Center revenues or reserves to a fund to support programs and services provided by King County. According to executive staff, the $5 million payment is applied to expenses incurred in the Public Health Fund in the calendar year it is received. Table 1 shows how executive staff indicate the 2022 payment would be allocated. The recently adopted 2023-2024 biennial budget[footnoteRef:4] includes projected revenue from the mission support payment to the Public Health fund with similar programmatic allocations to those in Table 1.  [4:  Ordinance 19546] 

 
Table 1. Mission Support Payment Programmatic Allocations

	Program
	2022 Mission Support Allocation
	Total Biennial Allocation to Program[footnoteRef:5] [5:  This column shows the full biennial budgets for each public health center, covering a variety of programs (e.g., primary care, dental, etc.) but excludes regional or support programs not based in the centers.  The Downtown amount also excludes the Needle Exchange, which is a Prevention program separate from the CHS clinical work.] 


	Eastgate Clinic
	$2.4 million
	$24.5 million

	Downtown Clinic
	$1.2 million
	$40.6 million

	Navos
	$1.2 million
	$5.9 million

	Mobile Medical Van
	$200,000
	$10.4 million



The financial plan for the Public Health Fund dated September 6, 2022, assumes the $5 million allocation and shows a projected reserve shortfall of $12.7 million at the end of the 2021-2022 biennium. Any reduction in 2022 revenue would increase the reserve shortfall by the amount of the reduction. While the financial plan shows no projected shortfall in the 2023-2024 biennium, there are future reserve shortfalls in the out years, growing to more than fifty million dollars by 2028. Executive staff state that, “the loss of the Mission Support payment for two years […] would most likely lead to a reduction of clinical services in the 2023-24 biennium for the mission population served by Public Health.  With reserve shortfalls already projected in the 2025-26 biennium, Public Health would need to work with stakeholders to develop a plan for reducing clinical services and related positions.  This is a complicated undertaking as a reduction in clinical services to the mission population would result in the loss of Medicaid payments which would further exacerbate the loss of revenue and impact operations.” 

Council Action.  As drafted, Proposed Motion 2022-0450 has three components. Section A would respond to the request to suspend the payment for 2022, section B would respond to the request to suspend the payment for 2023, and section C states the Harborview budget would be revised if necessary to reflect the outcome of Proposed Motion 2022-0450. There are blank lines in both sections A and B where the Council’s response to the requests would appear. Therefore, one or more amendment would be needed to state the Council’s intent to approve, reject, or change the amount to be suspended as described in the HSA Section 6.4.4. Under the HSA, Council action would be needed for the Board to suspend the transmittal of the allocation. 

Council’s legal counsel has reviewed the Proposed Motion. 

ATTACHMENTS

1. Proposed Motion 2022-0450
2. Public Health Fund Financial Plan, September 6, 2022
3. HMC Board Finance Committee Slide Deck, October 2022
4. Letter from Stefanie Fain, President of the HMC Board of Trustees, dated November 20, 2022
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