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Budget and Fiscal Management Committee

STAFF REPORT


	Agenda Item:
	XX
	Name:
	Wendy Soo Hoo

	Proposed No.:
	2014-0298
	Date:
	October 6, 2014 (in Council)



SUBJECT: 
 
A proposed ordinance authorizing the executive to enter into and execute a $63,000 five-year community facility loan agreement and associated promissory note with the city of Seattle to provide funds for the renovation of the Rainier Beach high school student health center.

BACKGROUND

The Rainier Beach school-based health center was the first school-based health center in Seattle, initially funded as a two-year pilot with start-up funds from the City of Seattle in 1987. According to materials provided by executive staff, the center is in need of renovation due to:

1. insufficient heating and ventilations systems not up to code
1. overloaded and unreliable electrical panels not up to code
1. non-HIPAA compliant sound privacy in mental health provider and school nurse’s offices
1. non-compliance with ADA
1. inadequate medical laboratory facilities
1. inadequate immunization preparation and medication storage areas
1. insufficient clinical workspace for school nurse
1. insufficient mental health provider office space
1. inefficient provider and clerical workspaces

Public Health – Seattle & King County (Public Health) operates the Rainier Beach school-based health center with funding from the City of Seattle Families and Education Levy. Public Health provides medical/physical health services. Group Health provides mental health services.

The Council approved the policy decision to move forward with the proposed renovation of the Rainier Beach school-based health center when it appropriated $305,356 to be backed by federal and private grants and the proposed loan from the City (Ordinance 17855, July 28, 2014).

Although the renovation is dependent on execution of this loan agreement, the renovation commenced in August using the federal and private grant revenues. The project is anticipated to be completed in November 2014 with occupancy in January 2015.

ANALYSIS:

Proposed Ordinance 2014-0298 would authorize the executive to enter into a $63,000 loan from the City of Seattle Human Services Division (HSD) backed by Housing and Urban Development Block Grant Funds. The loan repayment would be forgiven if health services are maintained at this location through December 31, 2019.

The renovation is expected to cost $305,356 with the majority of the funding ($212,590) coming from a grant from the federal Health Resources and Services Administration (HRSA). An additional $30,000 is being provided by grants from Group Health Foundation ($10,000) and the Nesholm Foundation ($20,000). The $63,000 loan completes the funding package (a total of $305,356) for renovation of the Rainier Beach school-based health center. Again, the loan would be forgiven if Public Health continues to operate the health center for five years. 

Note that the health center operations are primarily funded by the Seattle Families and Education Levy (70 percent), which does not expire until 2019, as well as patient-generated revenues (30 percent). The ability to rely on a dedicated source of levy revenues reduces the risk of health center operations ending due to lack of funding. The HRSA grant terms also required the school district to grant a federal interest in the property for five years. 

Again, the project commenced in August and is anticipated to be completed in November, so expedited Council action is requested by Public Health in order to access the loan proceeds. 

Loan Agreement Issues

Two issues have been identified with the proposed loan agreement. The first is that Public Health does not currently have a lease that extends through December 31, 2019. The department is negotiating with the school district on a five-year lease.[footnoteRef:1] Note that the lease will need to be approved by the Council. [1:  Council staff reviewed the current draft of the lease and noted that the term covers only through June 30, 2019 with two optional five-year extensions. If for some reason, the lease was not extended after the initial term, the county could be responsible for repaying the loan amount ($63,000) since it would not be providing health services through the December 31, 2019 maturity date for the loan. For example, the county would be responsible for repaying the loan if it chose not to exercise the five-year extension due to lack of funds to continue to operate the clinic for five years (i.e., through 2024). Council staff informed Executive staff of this issue and Executive staff intends to seek changes to the lease agreement that would allow for a shorter extension at the county’s election.] 


In addition, the loan agreement includes a term (Section 3.21 “Condemnation and Insurance Proceeds”) that would entitle the city to all proceeds of a condemnation or insurance recovery related to the loss of the property, even if the proceeds were to exceed the amount of the loan. City staff indicated that modifications to this term are unlikely to be made within the timeframe that Public Health needs to be able to access the loan proceeds. If this provision remains, the county’s only recourse would be to seek to negotiate with the city an amendment to the agreement in the future should any insurance condemnation proceeds exceed the $63,000 loan amount.  

AMENDMENT

The transmitted ordinance did not attach the loan agreement. The amendment would attach the agreement as Attachment A.

REASONABLENESS:

The Council approved the policy decision to move forward with the proposed renovation of the Rainier Beach school-based health center when it appropriated $305,356 for the renovation in Ordinance 17855 on July 28, 2014. Several issues have been identified in the lease as described above. 

Staff analysis of the proposed loan agreement is complete and, unless the council has any additional questions, it would be reasonable for the council to take action at this time. 

ATTACHMENTS:

1. Proposed Ordinance 2014-0298
2. [bookmark: _GoBack]Executive’s Transmittal Letter
3. Fiscal Note

INVITED:

1. Patty Hayes, Interim Director, Public Health – Seattle & King County
2. Dwight Dively, Director, Office of Performance, Strategy and Budget
3. Jessica Knaster Wasse, Program Project Manager 3, Public Health – Seattle & King County
4. Sid Bender, Budget Supervisor, Office of Performance, Strategy and Budget
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