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King County’s system for delivering basic health services to about 100,000 of its most vulnerable residents faces significant financial challenges.  Residents access services through a system of Public Health Centers – and that system is not sustainable in its present form.  However, one scenario would stabilize the system long enough for Public Health - Seattle & King County to work with its partners on how the system can evolve, in the context of changes in the healthcare landscape, into a new and sustainable model.  This scenario involves approval of the Best Starts for Kids levy along with implementing internal efficiencies and identifying other investments to close the remaining gap.  
	
A new model will ultimately provide better service and a more stable system for the clients of the Public Health Centers – who are often outside mainstream healthcare systems due to barriers such as poverty, language, trauma, and race.  Clients include individuals and families with some of the most complex needs and challenges.  
The problem – a structural financial gap
The Public Health Center (PHC) system is not sustainable because of a structural gap between the way services are financed and their costs.  The following proviso report, a response to County Council Proviso P6 on the Public Health budget, includes a deep analysis of the complex financing system that pays for services and a rigorous process to understand the problem and generate possible measures to address the problem. 

While the fundamental financial problem has persisted for more than a decade, the severity became clear during the planning process for the 2015-2016 budget.  This biennial budget addressed the gap through the partial closure of three Public Health Center sites (Columbia City, North Seattle and White Center), a transition of primary care services to outside partners, severe reductions in family planning services, and a commensurate reduction in staff of more than 100 positions.  To avoid deeper reductions in 2015-2016, the County turned to new partnerships with other safety net providers and developed temporary strategies with city governments and with labor, including a freeze on step/longevity/merit wage increases in 2015-16.  

The structural gap is simple in concept and complex in reality.  The growth of primary revenue streams, particularly reimbursement for services via the Medicaid system, has remained flat or decreased relative to inflation.  Meanwhile, expenses continue to rise with inflation and population growth.  Every year the gap between costs and revenues grows larger, and it will continue to grow larger into the future absent a fundamental change in funding and/or services provided. 

Public Health has embarked on a wide range of efficiency and productivity efforts to control the growth in costs.  Staff are eliminating waste, streamlining and standardizing processes, and developing new ones that incorporate industry best practices.  Over the years, Public Health also has repeatedly cut services in order to address the gap.  In these cases, the department developed community partnerships and engaged those partners to transition clients to new providers.  

Addressing the gap
The Best Starts for Kids (BSK) levy, slated for a public vote in November 2015, includes funding for services provided through the Public Health Centers and would significantly offset the gap.  For the purposes of this report, the result of this vote will determine two different courses of action for Public Health as the department continues to address financial sustainability challenges.  

If the levy passes, Public Health will have a much smaller gap and, in combination with other strategies, can gain stability before the structural forces again grow the gap beyond its financial resources.  During this time of relative stability, the department will have an extraordinary opportunity to maximize the impact of efficiency efforts in reducing the gap, while also engaging with its partners in a planning process to develop long-term sustainability strategies.  

To understand how much financial stability might be achieved within the current structure, Public Health identified and analyzed five types of “Mitigation Strategies” (page 25) that can be launched (or accelerated) on a short timeline and would have the potential of reducing the gap that remains by between $1.9 million and $9.7 million over the next ten years if BSK passes.  (These five strategies build on work currently underway and will benefit the populations served.  Full implementation is predicated on first launching two enabling strategies: Conduct an assessment of demand and unmet need; and improve data and reporting systems.)  

1. Establish outreach as a PHC system priority and focus strategies to capture unmet need
2. Map, standardize, and improve key business and clinical practices
3. Assess, analyze, and improve human resources and staffing model practices
4. Modify and adapt service locations and service delivery to match need, including potentially consolidating, transitioning, or closing small, inefficient programs or satellite offices
5. Take advantage of new reimbursement opportunities

The following table (Exhibit ES- i) provides a high-level overview of the potential impacts of strategies for which we were able to estimate a financial impact (Strategies 1 and 2).  Impacts of other strategies will be highly dependent on the specifics of how they are implemented, and therefore we cannot provide reasonable estimates at this time. 

In sum, these two strategies could result in a net positive financial impact between about $575,000 and $2.8M through the next biennium (2016-2018), potentially reducing the cumulative ten-year gap by up to one-third.  



[bookmark: _Ref432502846]Exhibit ES- i: Estimated Impacts of Mitigation Strategies if BSK Passes
	Strategy
	Through Next Biennium (2016-2018)
	Next 10 Years
(2016-2025)

	Projected Baseline Gap if BSK Passes
	($5.4 M)
	($29.1 M)

	Estimated Impacts of Mitigation Strategies:
	Low Impact
	High Impact
	Low Impact
	High Impact

	Effects on Demand and Productivity

	Strategy 1: Establish Outreach as a PHC Priority
	$400,000
	$1.9 M
	$1.3 M
	$6.7 M

	Strategy 2: Improve Key Business & Clinical Practices
	
	
	
	

	Effects on Patient-Generated Revenue

	Strategy 2: Improve Key Business & Clinical Practices
	$175,000
	$875,000
	$600,000
	$2.9 M

	Estimated Total Mitigation Strategy Impact
	$575,000
	$2.8 M
	$1.9 M
	$9.7 M

	Estimated Gap with Alternatives
	($4.9 M)
	($2.6 M)
	($27.2 M)
	($19.4 M)



In Exhibit ES- ii, below, the orange, purple and green curve lines below the zero-line reflect the cumulative budget gap over time, with the BSK levy funds.  The difference between the orange and the purple/green reflect the impacts of mitigation strategies and other efforts launched by Public Health, reducing the ten-year gap by up to one-third.  The bars above the line illustrate the annual difference between revenues and expenses, which grows over time. 
[bookmark: _Ref432502878]Exhibit ES- ii: Estimated Forecast of Mitigation Strategy Impacts, 2016-2025  
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After ten years, even with BSK revenue, the cumulative gap is estimated to grow to at least $19 million. The need is clear for an ambitious longer-term planning process, convened under the partial stability provided by a BSK levy and the above strategies.  The compressed timeline for this proviso report, as well as uncertainty about the levy, limited the amount of stakeholder outreach and input.  A Phase II planning process would incorporate more perspectives, particularly from line staff, safety net partners, labor, and Council.  
Constraints: The Critical Role of FQHC
Some potential actions would actually make the financial gap worse.  For example, the department’s status as a Federally Qualified Health Center (FQHC) and use of a blended FQHC payment rate leads to higher payments for a number of different client services.  However, maintaining that FQHC rate depends on providing a baseline amount of primary care for persons experiencing homelessness.  Without primary care, the department would lose the FQHC designation and reimbursement rate (about $28 million per year) – also an unsustainable outcome.  Alternatively, breaking up the blended FQHC (page 15) and focusing instead on those specific services that appear to be self-sustaining would actually lead to a larger financial gap.

If the levy does not pass, Public Health would face a severe financial challenge entering the next biennium, similar to the one faced during the budgeting process in 2014, when four Public Health Centers were proposed for closure and two others faced reductions.  The gap in this scenario would grow to $140 million over ten years, and no mitigation tools within the department’s control could possibly address it.  Planning for the 2017-2018 budget would need to begin immediately.  Public Health leadership and staff are committed to finding a better solution, should the department face this challenge, but the tools are limited.  

If the department must make significant reductions, none of the available tools will look desirable to policymakers (page 33).  Reductions will harm King County’s most vulnerable residents in significant ways – by increasing unintended pregnancies and poor birth outcomes, by undermining early childhood development, and by straining the safety net for homeless populations.  Reductions will increase disparities based on race, income, and other equity factors.  Reductions also will lead to higher costs for King County’s overall health care system, with a particular impact on the safety net that serves vulnerable populations.   
Game-changers and long term sustainability
The Public Health landscape will see major shifts at the federal, state, and local levels over the next few years (page 12).  Policy-level “game changers” include the Medicaid Transformation Waiver, payment reform, Accountable Communities of Health, the Affordable Care Act, and Behavioral Health Integration.  With the stability provided by the BSK levy, the department’s efficiency efforts, and other support over the next two biennia, Public Health and its partners can produce a proactive plan that responds to and takes advantage of these changes.  The stage is already set for that planning process, through Phase II of the Lines of Business process, broadened to include a wider range of participants (page 36).  Given the number of major shifts, the plan that emerges may point toward a change in role for Public Health in the health services safety net.  That role change could then be implemented over a five-year time frame, in a manner that leads to a new sustainable model that assures access to basic health services for the individuals and families who face barriers to accessing mainstream systems and depend most on support from King County. 
[bookmark: _Toc431820353]
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Approximately 100,000 of  King County’s most vulnerable residents – who face barriers due to poverty, race, language and homelessness – access basic health services through Public Health – Seattle & King County (Public Health) and a system structured around ten Public Health Centers.  In 2014, 96% of clients served at these Centers had incomes of 200% or less of the Federal Poverty Level, and 75% were people of color.  

Public Health faces severe financial challenges in 2015-2016 and beyond, and the current models of funding and providing services are unsustainable.  For more than a decade, funding for Public Health’s direct services, largely provided through the Public Health Centers within the Community Health Services (CHS) division, has remained flat or decreased relative to inflation, creating an ongoing “structural gap” between the cost of services and the ability to pay for them.  In recent years, fewer new sources of state and federal revenue became available, and Medicaid funding reductions made the problem worse.  Even though the Affordable Care Act resulted in a decline in the rate of uninsured adults from 16% to 10% in King County in 2014, Public Health has not yet seen a similar decline in uninsured clients.  

The shortfall heading into the 2015-2016 budget biennium led to reductions in primary care and family planning services at several sites. Service reductions, including the partial closure of three Public Health Center sites (Columbia, Greenbridge and North), combined with new partnerships with other safety net providers and city governments, brought the Public Health budget largely into balance in the near term[footnoteRef:2].  However, the long-term structural gap remains a fundamental problem, as the growth rate in funding falls well short of the inflationary costs of providing quality services to clients.  [2:  The adopted 2015-2016 budget does include a planned deficit/gap.] 


Recognizing this fundamental problem, and in order to further explore options for the sustainability of Public Health clinical services, the Council included the following proviso in the adopted 2015-2016 budget:

“Of this appropriation, $200,000 shall not be expended or encumbered until the executive transmits a report on the sustainability of public health clinic services in future biennia.  The report shall identify the potential models for continuing public health clinic services in future biennia as the current funding model is unsustainable.  The report shall identify major services provided by the clinics and identify any services that are unsustainable.  The executive must file the report and motion required by this proviso by October 31, 2015.”

This proviso report, “Sustainability of the Public Health Centers System,” details Public Health’s response to the budget proviso.  The response was based on information developed through a planning process involving a 40-person leadership group from Public Health, with assistance from the Executive Office’s Policy, Strategy and Budget team.  Together, they employed the County’s Lines of Business Planning process (LOB) to define the Public Health Center sustainability problem, identify the primary contributing causes, and develop strategies to mitigate them, with the goal of reducing the ongoing structural financial gap.  The report also draws from previous efforts to understand, clarify and resolve the structural gap. 
[bookmark: _Toc431820354][bookmark: _Toc432518441][bookmark: _Toc433376491]Planning Around Uncertainty: Best Starts for Kids and Health Care Reform
The Lines of Business process and this proviso report recognize that the magnitude of the Public Health Centers’ ongoing financial challenge will to a substantial degree be defined by the outcome of the November 2015 vote on the Best Starts for Kids levy (BSK).  In addition to BSK, the promises and opportunities of health care reform continue to emerge and to some extent remain ambiguous.  The following document describes the magnitude of Public Health’s financial challenge under both scenarios – if BSK passes and if it does not pass.  Even with funds from a BSK levy, a financial gap remains and grows over the ensuing years.  The document outlines strategies for closing that financial gap during the six-year period of a BSK levy.  And, for the alternate scenario with no levy funding, it details the impacts of a severe funding shortfall, along with options and considerations for policy makers.

Due to the timing of both this proviso report (due October 31, 2015) and the vote on the BSK (November 3, 2015), the CHS Public Health Centers LOB process was structured into two phases. 
[bookmark: _Toc431820355]Phase I: April-October 2015 (10 half-day workshops, ~40 participants per workshop)
The major focus of Phase I of the LOB process is to develop and recommend strategies for containing, to the extent possible, the remaining gap for Public Health Center services if BSK passes.  Through the workshops, we identified not only efficiencies within the current system, but also potential “game changers” representing future and emerging challenges and opportunities in health care that could impact Public Health’s role, models of service delivery, and financial sustainability.  The workshops also investigated the impact and potential policy options if BSK does not pass.  Strategies outlined in Phase I focus on areas within Public Health’s control that will have an impact on the financial gap within the next biennium.  The process also produced an outline of next steps for Phase II work (dependent on election outcome).  Refer to Appendix A: Overview of Public Health Centers Lines of Business Process, Phase I for more detailed information on the LOB process and how it has informed this proviso response.
[bookmark: _Toc431820356]Phase II: 2016
Depending on the outcome of BSK, as well as the potential game changers affecting the strategic context of Public Health Center services, Phase II will engage a larger group and focus on aggressive planning to guide the system to long-term sustainability:
Develop a workplan and timeline for implementation of Phase I recommended strategies, including continuation and/or acceleration of work already underway. 
Finalize a plan for long term sustainability for the Public Health Center services.  
· If BSK passes, Phase II will explore strategies involving more significant structural and system reforms that can be implemented along with and beyond the implementation of the BSK levy.  
· If BSK does not pass, Phase II will likely launch a budget planning effort to develop a balanced budget for the 2017-18 biennia, using the considerations and tools identified in Phase I.

In this proviso report, the section entitled “Mitigation Strategies” (page 25) draws from the conclusions of the Phase I LOB process to address the financial gap.  Game changers are described in the Financial Situation Assessment (page 12).

Throughout this process, we are reflecting on the core mission and purpose of Public Health Center services, and the role of Public Health in our region’s safety net for our most vulnerable residents.  The potential for negative equity and social justice-related impacts on the clients we serve must be kept at the forefront in considering policy options and financial decisions to address the structural gap. 
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King County delivers basic health and human services to about 100,000 vulnerable people who are often outside mainstream healthcare systems due to barriers such as poverty, language, violence and race.  Clients access the services through a system of Public Health Centers, along with strategically located service points co-located within community-based agencies.  

Each of the ten Public Health Centers houses several distinct programs, and they each serve as the home base for nearby service points. More than twenty satellite offices and community based service points extend the reach of the Centers by providing additional access to programs such as First Steps and WIC (see descriptions below).  In addition, a handful of programs use home visits to extend the reach even further.  

Each Public Health service fills a unique niche within the county’s overall web of safety net providers.  For some services, Public Health is the main or only provider locally, while in other areas Public Health serves a distinct population that others may not have the capacity or delivery model to serve.  In general, some similar services are provided at Federally Qualified Community Health Centers (CHCs), which are non-profit medical clinics that receive public funding in order to serve safety net populations.  These CHCs typically serve vulnerable populations, and in addition they serve privately insured individuals who would not qualify for many of the core services offered by Public Health.   

One noteworthy contrast between the CHCs and the Public Health Centers is the set of programs called Parent Child Health.  These programs provide the backbone for the network of Public Health Centers – accounting for about 60 percent of clients and visits.  These services are offered at all ten of the Centers, but they are not widely available through other safety net providers, such as the CHCs.
Four core service areas account for the vast majority of the client visits at the Centers:
	
	Exhibit 1: Share of Core Services by Program

	1. Parent Child Health, which is comprised of First Steps – Maternity Support Services /Infant Case Management (26,000 clients) and WIC – Women Infants & Children supplemental nutrition services (37,000 clients)	
1. Primary Care (16,000 clients) [footnoteRef:3] [3:  Includes totals from sites that closed in December 2014, at Columbia City and North ] 

1. Family Planning related services (9,000 clients)[footnoteRef:4] [4:  Includes totals from sites that closed in December 2014, at Columbia City, North, and Greenbridge/White Center] 

1. Dental Care (16,000 clients) 
	[image: ][image: ]

	(Many clients access more than one service; all figures below are annualized from 2014; totals will be smaller in 2015 for Primary Care and Family Planning due to closures.) 


Seven programs operate on a smaller scale to serve specific populations across the county – and many of these clients also access the core services (these clients may also be counted in core programs)
Mobile Medical Van (800 clients)
Navos Primary Care (700 clients) 
Nurse Family Partnership (1,500 clients)
Children with Special Healthcare Needs (2,800 clients) 
Early Intervention Project (600 clients) 
Travel Immunizations (1,700 clients)
Refugee Health (3,200 clients)
Detailed program descriptions follow Exhibit 2, which shows which programs are offered in which locations. 
[bookmark: _Ref432489261]Exhibit 2: Public Health Center programs available by location in 2015. 
	Site / Program
	First Steps and WIC
	Satellites
(First Steps/ WIC)
	Free-standing Family Planning
	Primary Care
	Dental
	Base for Smaller Programs

	Auburn
	
	
	
	
	
	

	Columbia City
	
	
	
	
	
	

	Downtown
	
	
	
	
	
	

	Eastgate
	
	
	
	
	
	

	Federal Way
	
	
	
	
	
	

	Greenbridge (White Center)
	
	
	
	
	
	

	Kent
	
	
	
	
	
	

	North Seattle
	
	
	
	
	
	

	Northshore
	
	
	
	
	
	

	Renton
	
	
	
	
	
	


(Note: a more detailed chart, with numbers of visits per program and other details, is included in Appendix D.)	
[bookmark: _Toc432518443][bookmark: _Toc433376493]Core Programs – Descriptions  
First Steps – Maternity Support Services & Infant Case Management (MSS/ICM).  First Steps supports vulnerable women in King County to have healthy pregnancies, helps parents successfully adjust to parenthood, and gives babies a healthy start in life.  The programs provide seamless wrap-around services to Medicaid-eligible clients: pregnant women, new mothers and some infants through their first year of life.  MSS supplements prenatal care, with services starting as early in pregnancy as possible. Services continue seamlessly for eligible infants.  Education and counseling are provided by nurses, dietitians, social workers and community health workers.  To increase client access, providers are available through a system of community service points and satellite offices. 

Safety net context:  Public Health is nearly the sole provider of MSS/ICM services in King County, providing 94 percent of all visits in 2014, serving about 26,000 unduplicated women and infants. 

Women Infants & Children (WIC) nutrition services.  WIC services are typically combined with First Steps (MSS/ICM).  WIC provides access to affordable, healthy food for low-income pregnant women and children up to the age of five.  Staff also educate clients about nutrition, how to shop for and cook healthy food, and breastfeeding.  Pregnant women can receive WIC checks to purchase needed food items, and by integrating WIC and First Steps, clients receive nutrition in the overall context of a healthy pregnancy and raising a healthy baby.

Safety net context: Public Health serves about 90 percent of WIC clients in King County, totaling about 37,000 unduplicated women and children. 

Primary Care.  Primary care (basic medical care, often called Family Medicine) is provided at the Downtown and Eastgate Public Health Centers, as well as at the Navos partnership site and through the Mobile Medical Van (detailed description below).  While serving a range of low-income people, the services focus on two niches – homeless clients and pediatric and adolescent care.  At Downtown, Public Health hosts a residency practice from the Swedish Family Practice Residency program, as well as providing obstetrical care, along with a special focus on homeless clients.  Eastgate, in addition to its pediatrics and family medicine providers, hosts a residency practice from the Virginia Mason Internal Medicine Residency program.  A partnership between Public Health and Navos, located at the Navos Behavioral Health and Wellness Center in Burien, offers an innovative pilot model of integrated behavioral health and primary care.  The Mobile Medical Van treats people who are homeless or have behavioral health issues at sites across south King County.  The Primary Care program served about 16,000 people in 2014.  That total will be smaller in 2015, after the closure and transition of primary care practices to Neighborcare Health in two locations (Columbia and North Seattle).  

Safety net context: A number of safety net providers serve a similar client base, in particular the Community Health Centers. Together, including Public Health, the eight CHC agencies operated a total of 36 clinic sites, and they served a total of 193,000 medical clients in 2014, an increase from 2013.  Of that total, Public Health’s four Primary Care clinic sites served about 8% of all reported CHC medical users.  
1. Public Health emphasizes outreach and engagement efforts to bring homeless individuals into care, along with offering treatment. The department then tailors programs and treatment models to adapt to the challenging needs of these populations.  This is part of meeting the 330(h) Health Care the Homeless grant.  
1. The 330(h) grant, in turn, allows the department to leverage the FQHC status and provide treatment and linkage for other highly vulnerable populations (see discussion of revenue on page 10). The primary care clinics also serve low-income families in need of primary care who are referred through the First Steps and WIC programs.  
1. In areas of need where others may not be able or ready to expand, Public Health offers innovative care.  Navos and Mobile Medical are two good examples.   

Family Planning.   Through Family Planning practices that are separate from Primary Care, Public Health provides birth control and sexually transmitted infection services to clients who may have no other access to family planning care.  Nurse Practitioners provide all forms of contraception as well as counseling about these options, along with breast and cervical cancer screening.  The services prevent unintended pregnancies and preterm or low birth weight babies, along with cancer cases and deaths, among vulnerable women who may be outside mainstream health systems. A team of Health Educators train local teachers to provide age-appropriate sexuality education in classrooms and in the community, and they link community members and organizations with reproductive health information and care.  In 2014, the program served more than 9,000 clients. (That number will be smaller in 2015, after the closure of clinics at Columbia, Greenbridge and North Seattle.) 

Safety net context:  Historically, Public Health’s clinics have served about 25% of female contraceptive clients who sought care at a safety net provider in King County, with Planned Parenthood serving about 50%, the CHCs about 17%, and a handful of small providers serving the remainder (based on 2010, the most recent data for comparison).  
One apparent niche, in comparison with Planned Parenthood, is among Hispanic clients, who face significant sexual and reproductive health disparities.  Some of their barriers to care include the need for culturally and linguistically appropriate care and services for women who are uninsured.  
About 50% of Public Health’s family planning clients are Hispanic – and Public Health serves about four times as many as Hispanic clients as Planned Parenthood under the federal Title X program (the only program with available data). 

Dental Care.   Preventive and restorative dental services are provided at five of the ten Public Health Centers, including Columbia, Eastgate, North Seattle, Renton and Downtown.  The Downtown clinic has a special niche serving homeless teens and adults (2,000 clients in 2014).  Clients served at the other four clinics include children from infancy to age 18, low income pregnant women, and low income parents of children established in the dental program.  The North clinic will begin serving homeless adults in the 4th quarter of 2015. The five clinics serve about 16,000 clients a year, about 18% of whom are homeless. 

Safety net context:  This need was historically under-served.  At the beginning of 2014, dental benefits for adults on Medicaid were reinstated for existing Medicaid enrollees and those newly enrolled under Medicaid expansion.  Public Health has expanded dental capacity, as have Community Health Centers (such as Neighborcare, HealthPoint, and SeaMar).  Additional providers include UW School of Dentistry and several small clinics.  Among the six Community Health Centers that offer dental care, including Public Health, 92,000 dental clients received care during 2014. Of that total, Public Health served more than 17%. As noted, the Downtown clinic is a primary access point for Seattle’s downtown homeless population, where other providers have limited capacity. 
[bookmark: _Toc432518444][bookmark: _Toc433376494]Smaller-Scale Programs – Descriptions 
Mobile Medical Van.  The Mobile Medical program specializes in reaching people living unsheltered or in crisis who are challenging for mainstream health care providers and office-based care coordination programs to locate and engage in ongoing services or case management.  A mobile clinic, parked at community meal programs and other locations throughout south and east King County, provides a hub for walk-in services.  The program also offers intensive care coordination through partner agencies, to help clients build trust and engage with ongoing primary care, mental health, chemical dependency treatment, housing, health care insurance coverage, and other services. The program served about 800 clients in 2014. 

Navos.  Within the Primary Care program, Public Health has embarked on a new and unique partnership to deliver medical care inside a mental/behavioral health facility.  This pilot recognizes that people struggling with mental illness may have unique challenges meeting with medical providers and completing ongoing medical treatments.  Primary care services are offered through a partnership between Public Health and Navos, located at the Navos Behavioral Health and Wellness Center in Burien. The clinic served about 700 clients in 2014.   

Nurse Family Partnership.  NFP serves first-time, young, low-income mothers, and Public Health is the only NFP provider in King County, receiving referrals from other safety net partners. Public Health nurses visit clients approximately twice a month, from early pregnancy through the first two years of the child’s life. Specially trained nurses provide one-on-one support to improve prenatal care and strengthen parenting skills.  The program has evidence of improvements in many areas, including preterm delivery for women who smoke; child injuries, child abuse, and neglect; emergency room visits; and maternal education and employment.  While based at three sites (Columbia, Downtown and Kent), NFP nurses visit homes across all communities in King County, and served about 1,500 women and children in 2014.  

Children with Special Health Care Needs.  CSHCN assures access to medical and specialty care for children from 2½-12 months old diagnosed with extraordinary medical needs, disabilities and chronic health conditions.  Care coordination and assessments for this program occur via telephone, clinic, home and hospital visits.  Clients receive referral and linkage to medical and social services and prioritize helping clients establish a medical home. While based at four sites (Columbia, Eastgate, Federal Way and Kent), nurses deliver services in every community and regardless of family income, and served about 2,800 clients in 2014. 

Early Intervention Project.  EIP aims to prevent further child abuse and neglect through education, support and connection to community resources.  Public Health Nurses provide collaborative, intensive case management of families involved with or referred by Child Protective Services.  These are some of the most vulnerable people the department serves.  A Public Health Nurse and CPS social worker jointly conduct in-home assessments, education, referral and linkage to community and social services.  Public Health is the sole contracted provider of EIP in King County, and the need outstrips our ability to serve this population, as state funding has declined.  While based at six centers (Columbia, Federal Way, Greenbridge, Kent, North and Northshore), services are delivered to every part of the county.  EIP served about 600 clients in 2014.  

Refugee Health.  Public Health provides health screening and interpretation services for newly arrived refugees, through a contract with the Department of Health and Human Services and in collaboration with the state Department of Health.  This contract is exclusive to King County.  The services include initial health screening and assessment, immunizations and a one-year follow-up.  Clients also get referrals and linkage to on-going medical care, behavioral health, and specialty care services.  The program served about 3,200 clients in 2014. 

Travel Immunizations.  The travel clinic assists people intending to travel outside the country with their health needs and offers information about health-related risks for those traveling abroad. Services include assessment, immunizations, and prescription medications for malaria prevention and other travel-related conditions.  The clinic also provides follow-up immunizations for refugees, and served a total of about 1,700 clients in 2014. 
[bookmark: _Toc432518445][bookmark: _Toc433376495]Demographics:  Poverty, Race and Ethnicity
Public Health clients come primarily from the most vulnerable populations in King County.  They are overwhelmingly low income women and children, and they are disproportionately people of color.  Across the Public Health Centers, more than 95% of clients are from households that earn less than twice the Federal Poverty Level.  (The Medicaid eligibility threshold varies by program and by age/gender, ranging from 133-210% of Federal Poverty Level.)

As illustrated in Exhibit 3 below, families experiencing homelessness and immigrant families (and individuals) receive services at all of the Public Health Centers.  The percentage who require an interpreter during their visit offers an approximation of how many may be new immigrants or refugees.   



[bookmark: _Ref432492440]Exhibit 3: Demographics of clients in Public Health Center programs - 2014 

	
	2014 PHC Clients[footnoteRef:5] [5:  Clients are unduplicated within programs, but some clients are served in multiple programs. ] 

	Income 
up to 200% Federal Poverty Level
	People of
Color
	Homeless
	Visits where interpretation was provided
	Uninsured[footnoteRef:6]  [6:  Insurance coverage varies by program due to differing state and federal eligibility requirements per program; WIC program does not utilize insurance.] 


	Total
	104,000
	96%
	75%
	14%
	13%
	n/a

	First Steps - MSS & ICM 
(Parent Child Health)
	26,000
	94%
	72%
	20%
	12%
	3%

	WIC 
(Parent Child Health)
	37,000
	97%
	72%
	8%
	12%
	n/a

	Primary Care
	16,000
	95%
	79%
	15%
	24%
	31%

	Family Planning
	9,000
	97%
	76%
	6%
	22%
	55%

	Dental Care
	16,000
	97%
	81%
	18%
	7%
	9%

	Comparison: other community safety net providers[footnoteRef:7] (Dental and Primary Care only)  [7:  Includes FQHCs in King County, plus Harborview’s Pioneer Square Clinic] 

	176,000
	84%
	46%
	11%
	Comparable data not available
	22%





[bookmark: _Toc430778353][bookmark: _Toc431820358][bookmark: _Toc432518446][bookmark: _Toc433376496]How Public Health Center Services are Funded
[bookmark: _Toc430778354][bookmark: _Ref431816532][bookmark: _Toc431820359][bookmark: _Ref432489376][bookmark: _Toc430778355]Overview of All Funding Sources
The Public Health Centers are funded through a combination of patient-generated revenue, Medicaid Administrative Claiming, state and federal grants, and King County General Funds.
Exhibit 4: Components of Public Health Center* Revenue, 2016 estimated$75.6 M
Total Revenue
$13.9 M
$4.8 M
$10.5 M
$46.4 M

[image: ]
	Patient- Generated Revenue
	Program Revenue
	County General Fund
	State Public Health Flexible
	Medicaid Admin. Claiming

	Comes from…

	Medicaid, private insurers, and self-payment for visits
	State and federal program-specific grants
	King County’s general taxing authority
	Washington State General Fund
	Federal Medicaid funding

	Is paid when…

	Fee for service for each eligible visit
	Annual/biennial decisions by grantors
	Biennially based on County priorities
	Same allocation every year, based on historical decision
	50% match for outreach and linkage to Medicaid-covered services


Source: Public Health-Seattle and King County, 2015.
* Public Health Center includes the following programs: primary care (including mobile medical and Navos), dental, family planning, and parent child health programs (including WIC, MSS, ICM, and others).
Patient-generated revenue is the largest source of funding for the Public Health Centers, comprising about 48% of total revenue. Looking at the program-specific information, Parent Child Health and Primary Care have similar percentage breakdowns of funding sources as  do PHCs overall.  However:
Family planning relies less on patient-generated revenue (only 32%) and more on program revenue (33%) and state public health flexible funding (17%).
The dental program relies more heavily on patient-generated revenue (72%) than other programs.
[bookmark: _Toc431820360]Patient-Generated Revenue
[bookmark: _Toc430778356]Patient-generated revenue comes from four potential sources: Medicaid, Medicare, private insurance, or clients paying their own fees.  This revenue is generated based on the number of eligible visits for each type of payer.  Some visits go unpaid, as the clients do not have insurance and are not able to self- pay for their visits.

A key driver of Public Health’s patient-generated revenue is its designation as a Federally Qualified Health Center (FQHC).  Public Health has earned this designation as a 330(h) grantee due to its role in providing primary care and serving persons experiencing homelessness. This designation results in an enhanced payment for every Medicaid visit across the Primary Care, Dental, Family Planning, and First Steps programs. Without Primary Care, the FQHC designation and associated enhanced revenue would be lost (FQHC impacts are described on page 16). 
[bookmark: _Toc431820361][bookmark: _Toc432518447][bookmark: _Toc433376497]Financial Situation Assessment
The Public Health Centers are part of the Public Health Fund, which also includes the department’s essential protection and prevention programs and the cross-cutting services that support them.  The Public Health Fund is facing considerable financial challenges in 2015-2016 and beyond – in fact, the long-term financial picture is not sustainable.  Although the Public Health Fund also faces a current deficit, this report focuses on future years and the need to reduce the ongoing gap between revenues and expenditures.  Federal and state revenue sources that support essential public health functions are static or declining.
[bookmark: _Ref432503328][bookmark: _Toc432518448][bookmark: _Toc433376498][bookmark: _Toc431820362]Game Changers
Upcoming but unknown changes at the state and federal level will influence future finances 
Changes under discussion or in early phases of implementation at the state and federal level will potentially have significant financial impacts on Public Health Centers services.  The changes contemplated include large shifts in funding aimed at delivering services in new ways.  This could create strategic opportunities, which might require new service models and new roles within the safety net.  However, it’s not clear yet how much money will be invested or what specific initiatives it might support.  Unlike Best Starts for Kids, impacts of these changes were not estimated, as the direction, magnitude, and onset of their impact is unknown.  Potential changes include:
Medicaid Transformation (1115) Waiver.  This funding proposal, submitted in August 2015, could transform how safety net services are delivered in Washington state.  The proposal, to the Centers for Medicare and Medicaid Services in the U.S. Department of Health and Human Services, would grant the state flexibility in how it spends Medicaid funds – and bring with it an infusion of new funds in order to drive efficiencies over time.  The waiver application focuses on reducing avoidable use of intensive, high-cost services; improving population health with a focus on prevention through proactive management of health conditions; and accelerating payment reform to pay providers for better health outcomes.  It could create funding opportunities, and it could require new structures for delivering services.  While the state intends to produce a framework during 2016, it’s impossible to know at this point what specific activities it would fund.  (For more information, see http://www.hca.wa.gov/hw/Documents/waiverappl.pdf)
 Payment Reform. Healthcare payment reform is generally moving away from a fee-for-service model, towards an outcome- and results-based model.  Both national and state payers are expected to pay for more than 80% of their covered services in new models (paying for outcomes rather than volume) by 2020.  However, there is not yet any guidance on how FQHC reimbursement rates will be impacted by outcomes-based payment.
Accountable Communities of Health (ACH).  An ACH brings together community services, social services and public health strategies in supportive environments to address the needs of the whole person. The Healthier Washington initiative, in alignment with the creation of ACHs, integrates purchasing on a regional basis to bring down costs and pay for value (outcomes).  The King County ACH aims to “build healthier communities through a collaborative regional approach focusing on social determinants of health, clinical-community linkages, and whole person care.”  The King County ACH may become the vehicle for distributing new funds provided by a Medicaid Transformation Waiver.  (For more information, see: http://www.kingcounty.gov/elected/executive/health-human-services-transformation/ach.aspx)
Behavioral Health Integration. The State of Washington and the Washington Health Care Authority are targeted to procure fully integrated medical and behavioral services from managed care plans no later than 2020, requiring managed care organizations to be fully accountable for all medical and behavioral health needs of Apple Health clients.  Public Health currently provides integrated services by embedding behavioral health inside of primary care, as well as through the Navos pilot, in which primary care is embedded in a community mental health agency.  Both models will continue to evolve, as will new payment models for integrated care.  One emerging payment model is shared savings, in which managed care organizations would pay providers a portion of saving s achieved as a result of integrated and coordinated care.  Such savings would be achieved through reduced emergency room usage, hospitalizations, improved medication management, and better management of chronic conditions. (For more information on Behavioral Health Integration see: http://www.kingcounty.gov/healthservices/MHSA/BehavioralHealthIntegration.aspx)
Affordable Care Act.  The Affordable Care Act (ACA), including Medicaid expansion in Washington state, changes the landscape for Public Health services by increasing the total insured population and increasing options for where they seek primary and dental care.  Because insured people will have more choice about how to access service, and because other safety net providers have been expanding capacity and locations in anticipation of new enrollments, it is not clear whether the overall increase in number of people insured will lead to a higher percentage of insured clients within PHC programs.  For example, in 2014, other safety net Community Health Centers in King County experienced an increase in insured clients, while Public Health’s primary care experienced a slight decrease.  We are still early in the implementation of the ACA, and Public Health will continue to monitor its impact on its payer mix and the structural financial gap.
[bookmark: _Toc430778358][bookmark: _Ref431816659][bookmark: _Toc431820363][bookmark: _Ref432490255][bookmark: _Toc432518449][bookmark: _Toc433376499]Public Health Resources are Stagnant or Declining, Resulting in an Ongoing Structural Gap
As noted on page 10, about 48% of PHC revenues are patient-generated, and the majority of these revenues are from Medicaid visits (both from Medicaid rates and FQHC enhanced payments). Since mid-2011, the combined reimbursement per visit from Medicaid and FQHC rates has grown by 0.8% annually.[footnoteRef:8]  [8:  0.8% is the annual growth cap, but there have been some adjustments outside of this fixed annual rate. In 2015, the FQHC reimbursement was increased temporarily for one year, and in 2016 the rate will be reset based on updated public health cost reports. Given the reduction in public health’s primary care programs, it’s likely the reimbursement level will go down in 2016. The growth rate is assumed to remain capped at 0.8% after the reset. ] 


This 0.8% limit is one of the biggest financial problems facing the Public Health Centers today, since 0.8% growth is less than public health’s growth in expenditures, which is largely driven by increases in population, the escalating cost of providing healthcare, and employee salary and benefit growth. This combination of factors has increased between 3% and 5% each year over the last five years. 
While Public Health centers do have other revenues, Medicaid and FQHC are the largest portion, and their rate of growth has significant impacts on the sustainability of Public Health.
Other large revenue sources, including King County General Fund and state public health flexible funds, are also stagnant or barely increasing – combined, they make up about 24% of PHC revenues
Over time, this mismatch between growth in expenditures and growth in revenues results in an ongoing and growing structural gap. 
[bookmark: _Toc431820364][bookmark: _Ref432490275]Best Starts for Kids, if approved, does not close funding gap
[bookmark: _Toc430778359]The Best Starts for Kids levy proposal includes $43 million in funding over six years (2016-2021) for a limited number of current Public Health services, assuming current levels of FQHC reimbursement and other revenues.  These services include most Parent Child Health services, Nurse Family Partnership, and Family Planning services provided at the Public Health Centers today.

The addition of levy dollars is expected to provide sufficient funding to sustain current operations of Parent Child Health programs through 2021.  The levy proposal does not fully bridge the projected financial gap in the Public Health Centers overall, which include other programs such as Primary Care and Dental services.

King County residents will vote on whether or not to approve the Best Starts for Kids levy on November 3, 2015. Exhibit 5 shows the ten-year financial outlook for the Public Health Centers, taking into account baseline projections for how expenditures and revenues will grow over time, along with the potential revenues if the Best Starts for Kids levy is approved or not by voters.
[bookmark: _Ref432489311]Exhibit 5: Projected Public Health Center Financial Gap, 2016-2025
[image: ]
Source: Public Health-Seattle and King County; King County Office of Performance, Strategy, and Budget, 2015.
The Projected 10-year cumulative PHC gap is:
· $29 million if BSK passes in 2015 and is renewed in 2021[footnoteRef:9], and [9:  Analysis assumes that a BSK renewal would continue to fill the gap between expenditures and non-BSK revenues for the same set of Parent Child Health programs as funded by the 2016 BSK levy.] 

· $140 million without BSK.

These projections are based on the adopted 2016 budget, with some adjustments to account for known changes since adoption. The Office of Performance, Strategy and Budget and Public Health will be updating the above numbers with more recent forecasts and financial plans that take into account actual rates of expenditures and revenues in 2015. 
[bookmark: _Toc431820365]The forecasted gap varies across Public Health Center programs, but the structural problem is present in all programs
Over the next 10 years, almost every program exhibits a similar trend as the Public Health Center trend shown above: There is a gap in the current budget between revenues and expenditures, and expenditure growth is projected to outpace revenue growth. Therefore, each program has a structural gap that increases year over year.

The main exception to this trend is dental, which currently has an annual surplus. However, in the long run, it is also projected to run a deficit within 10 years.
[bookmark: _Ref431816502][bookmark: _Toc431820366][bookmark: _Toc432518450][bookmark: _Toc433376500]FQHC Enhanced Revenues: A Critical Piece for Public Health Centers’ Financial Health
FQHC enhanced reimbursement is a key revenue source for Public Health Centers and understanding how the reimbursement rate is calculated is important when assessing the relative financial performance of different programs. This section provides background and details on FQHC enhanced reimbursement to make the following key points:
· Maintaining FQHC status is critical to financial sustainability. FQHC status is predicated on providing primary care. The Public Health Center system’s FQHC status generates a significant amount of patient-generated revenue – $27.6M estimated for 2016. 
· Public Health uses a blended rate approach to maximize revenue potential. Public Health uses one common blended FQHC reimbursement rate for all its Public Health Center programs (as opposed to unique rates for individual programs) to maximize FQHC revenue – an additional $4.5M in revenue estimated for 2016.
· The blended rate makes some programs look better than others. The blended rate approach disproportionately affects certain programs, making the financial performance of some programs appear better (First Steps – MSS/ICM and Dental) and the financial performance of some programs appear worse (medical programs including Primary Care).
It will be important to keep these points in mind, particularly as more program-specific strategies are developed in the coming year.
Maintaining FQHC status is critical to financial sustainability
The FQHC rate is collected on a per-visit basis. When an FQHC-eligible client receives service, Public Health receives the FQHC reimbursement rate ($283 per visit in 2015) as revenue. Because FQHC enhanced revenues have a core impact on Public Health Centers’ finances, the level of the FQHC rate is key to sustainability. In 2016, FQHC enhanced revenues will total about $27.6 million, or 75% of patient-generated revenue.  Therefore, maintaining FQHC status through the 330(h) designation – earned as a result of providing primary care services and serving people experiencing homelessness – is imperative.
Public Health uses a blended rate approach to maximize revenue potential
Conceptually, an FQHC rate is calculated by dividing an organization’s total allowable costs by its total visits, to estimate how much an organization would need to be paid for each visit to break even. However, since FQHC is only paid on federal Medicaid visits and there are some non-allowable costs, the rate will never cover all Public Health Center costs.

Public Health currently uses a blended FQHC rate – calculated by adding up total allowable expenditures across all its Public Health Center programs, and dividing that sum by the total number of encounters (regardless of payer) across the same programs.  Alternatively, Public Health could calculate and use an individual rate for each program, calculated solely on each program’s costs and encounters.  However, the blended rate has been advantageous for Public Health because of some unique characteristics:
	First, the cost to provide Primary Care services is substantially higher per visit than MSS/ICM or Dental services.  Because the FQHC rate calculation incorporates all visits, as shown in Exhibit 6, the blended rate is higher than MSS or Dental’s individual rates, and lower than the individual rate for Primary Care.
Second, the MSS/ICM and Dental programs have a higher percentage of federal Medicaid visits compared to their total visits than does the Primary Care program. Therefore, a greater share of MSS/ICM and Dental visits are FQHC-eligible and generate significantly higher revenues with the blended rate than they would with lower individual rates.

	[bookmark: _Ref433319565]Exhibit 6: FQHC Rates by Program

	
	[image: ]

	
	* Medical includes Primary Care, Family Planning, Pharmacy, Navos, Mobile Medical Van, and School-Based Health Centers.



Exhibit 7 shows how using a blended rate instead of the corresponding individual rates for each program would impact the difference between revenues and expenditures in 2016.  The solid orange bars show the currently projected gap by program and for all Public Health Centers in 2016.  The dashed bars show what the 2016 gap would be if individual rates were in place. Overall, the Public Health Centers would generate about $4.5 million less revenue per year if they chose to use individual FQHC rates ($8.9M gap in 2016 instead of a $4.4M gap as projected).  Essentially, the blended rate produces an increase in revenues generated in the MSS/ICM and Dental programs – which exceeds the decrease in revenues in the Medical (Primary Care) programs.


[bookmark: _Ref432490160]Exhibit 7: Impact of Blended FQHC Rates on Program-Specific Financial Gaps
[image: ]
Source: Public Health-Seattle and King County; King County Office of Performance, Strategy, and Budget, 2015.
* Medical includes Primary Care, Family Planning, Pharmacy, Navos, Mobile Medical Van, and School-Based Health Centers. 
The blended rate makes some programs look better than others
The advantage of showing data using a hypothetical individual rate (the dashed bars in Exhibit 7) is that these dashed bars are better representations of relative performance of the different programs. As explained earlier, the blended rate numbers make the financial gaps in MSS/ICM and Dental look better, and the gap in Medical/Primary Care) look worse. The dashed bars more accurately display the relative financial performance of these programs. 
[bookmark: _Toc431820367][bookmark: _Toc433376501]Understanding our Current Payer Mix and Visit Profile
Exhibit 8 shows how the estimated total visits for 2015 break down across different types of payment status, as defined to the right of the chart. 
[bookmark: _Ref432490187]Exhibit 8: 2015 Estimated Visits by Type
	[image: ]
	Available Capacity for Additional Visits.  There is unused capacity within the Public Health Centers, meaning that more visits could be handled each year with existing staff, assuming sufficient demand and successful execution of the mitigation strategies outlined below.
Non-Billable and Contract1. Non-billable visits are those not billable to a 3rd party or to the client. This also includes some visits that may be partially covered through a contract.
No Coverage. This includes visits not covered by a 3rd party. Some of these visits may be self-pay.
Payment Denied. Insured and billed visits that went unpaid due to denials.
Paid Visits. Visits paid by 3rd parties, including Medicare, Medicaid, and other insurers.
1 Most unbillable visits are in MSS, and are the result of patients running out of their assigned “units” (the number of visits a MSS benefit covers).



Only one section of this graph – the paid visits – results in patient-generated revenue. The other components of the graph represent varying levels of opportunity for additional revenue.  Two primary areas of opportunity for further exploration are:
· Additional Visits.  Theoretically, if additional unmet demand exists in the community, the Public Health Centers could serve additional visits each year at current staffing levels. This would fill schedules and generate new revenue without increasing costs. 
· Payment denied.  There is some opportunity for additional patient-generated revenue within these 6,000 visits if Public Health could reduce its rate of payment denials.  Denials occur for many reasons – some are unfixable, and result from an insurer validly denying that a specific service is covered.  Others, however, can result from incorrect or incomplete information submitted on the invoice, and revenue may be recoverable if those errors are reduced.
[bookmark: _Toc431820368]Later in the Mitigation Strategies section, the potential financial impact of strategies to generate additional visits or reduce payment denials are discussed and quantified. Based on the current blended rate assumption of $283 per FQHC-eligible visit, for each increase in 100 visits or decrease in 100 payment denials, an additional $28,000 in revenue would be generated.
[bookmark: _Toc433376502]Understanding Challenges with Absentees and Coverage 
Public Health Center operations are challenged at times when absenteeism among employees results in reduced service capacity or even closing a center for the day. 

Public Health has begun to analyze absenteeism data to look for patterns and better plan for absences. Early analysis suggests higher levels of absenteeism among administrative specialists.  When these employees are absent, we have reduced capacity to answer phones and to conduct outreach for scheduling and reminding clients of appointments (the latter affecting no-show rates and productivity).  In addition, these absences put stress on the administrative employees who stretch to pick up the extra duties. Exhibit 9 summarizes some of the early analysis.  The chart on the left shows, by position, the total amount of sick leave and Family Medical Leave taken as a percent of total work hours.  The chart on the right shows the percent of FTEs within each position where sick leave comprised more than 10% of their annual hours.
[bookmark: _Ref432490205]Exhibit 9: Summary of Absenteeism Data
	Average Annual Sick Leave and FML as
Percent of Total Hours
(For Positions with 10 or more FTEs)
	Percent of FTEs where sick leave comprised 10% or more of annual hours
(For positions with 10 of more FTEs)

	[image: ]
	[image: ]



Source: Public Health-Seattle and King County; King County Office of Performance, Strategy, and Budget, 2015.
When a provider is absent, the Public Health Center still incurs the costs of operations, but loses the revenue that would have been generated through that provider’s visits.  The system manages a float pool of staff, which provides some coverage for absences.  But the float pool is unable to respond to all requests.  In particular, same day coverage for unplanned absences is difficult.  Exhibit 10 shows, by provider type, the percent of coverage requests that are filled from the float pool, therefore avoiding a service interruption. 
[bookmark: _Ref432490219]Exhibit 10: Float Pool Coverage (as % of Requests Filled) for First Half 2015
	[image: ]
	We do not have an estimate of number of unserved clients due to unfilled requests.
Sites do not make requests 100% of the time due to perception that their absence is unlikely to be covered; therefore there is additional need for coverage not captured in this chart.
Float pool staffing is comprised of career, TLT, and STT staff. When a TLT or STT staff fills a position, there is an additional cost for that day for the provider’s salary.



Source: Source: Public Health-Seattle and King County; King County Office of Performance, Strategy, and Budget, 2015.
[bookmark: _Toc431820369][bookmark: _Ref432492405][bookmark: _Toc432518451][bookmark: _Toc433376503]Assessment of Root Causes 
Multiple root causes contribute to the financial gap described above.  The main root cause is that the primary sources of reimbursement for services do not keep up with the rising cost of providing care to the vulnerable populations served.  This gap has put the entire Public Health Center system, and all of its inter-related programs, in jeopardy.  

The reality is that changing the growth rate for FQHC reimbursement is beyond the control of the department or the County.  Nonetheless, we sought out other root causes that contribute to this problem.  

Through a series of ten workshops over four months, using the Lines of Business process, a team of 40 subject matter experts sought to identify additional causes for the gap, through a structured root cause analysis.  They ranked the root causes along two dimensions – by the degree of impact they have on the financial gap and by the amount of control the department has in addressing the cause.  We focused on those areas that have a medium-to-high impact on the financial gap.  A detailed discussion of those areas follows.  

For this proviso report, and in order to enable quick action by the department to address the gap, we have divided the medium-high impact causes into two groups:  factors within the department’s control to mitigate and factors outside the department’s control.  
[bookmark: _Toc430785567][bookmark: _Toc431820370]Factors that contribute to the problem and are within the department’s control 
Note:  Each item listed also has mitigation strategies – some in progress, and some still contemplated – that address the cause.  These are discussed in the following section of this document. 

Number of people served – 
· The Public Health Centers aren’t serving enough clients and have unused capacity. Careful weekly tracking of client visits shows that in most cases, providers’ schedules are not full.  These unfilled slots represent potential patient generated revenue not collected.  Alternatively, at a few sites, we may be overstaffed relative to the need for our services. 
· Outreach efforts and resources – which could bring in clients to fill the empty appointments – are limited.  There may be people who need our services but don’t know how or where to access them.  The Centers also can be more efficient at making sure current clients return for follow-up appointments.  While a number of outreach strategies have been identified (such as working closely with managed care organizations; improving referrals with other government and safety net agencies), the pace and scale of effort has been slow because of limited resources for outreach. 

Size and economies of scale – 
· The Public Health Center system itself is small and less resilient compared to many private sector health systems.  In particular, many programs face challenges around staffing and absenteeism.  For example, Family Planning services exist at four locations, and each location has several days of operation with a single provider.  If one provider calls in sick, or one key member of that provider’s team is absent, the system may not have back up resources available. 
· The result can mean service interruptions (if a service is forced to close for a day because key staff are absent) and associated lost revenues. 

Standard business practices – 
· The Public Health Center system should have more consistent and efficient practices for capturing all potential patient generated revenues.  The programs, the centralized Operations Support and Billing sections, and the Public Health Centers are not uniformly following standard systems for insurance verification, enrollment, and the entire billing cycle.  The billing process is cumbersome and results in significant rework and too many bills declined by the payers or deemed unbillable.  
· In some cases, programs do not use professional staff to the full extent of their training and skills.  For example, sometimes, Public Health Nurses perform clerical functions, and medical providers perform tasks that can be done by medical assistants. 
· There is variation in practice around clarity of job tasks, performance expectations and accountability. Improvements can be made in setting clearer expectations for performance and working with staff on meeting these expectations. 

Data rich but information poor – 
· The Public Health Center system lacks the capacity and resources to provide data needed to support decision making –whether near-term or long-term.  The system produces program data, operational data, and financial data.  Better and timely compiling and analysis of that data would allow site managers to make better decisions regarding staffing and operations at each location.  It would facilitate better program planning and evaluation, including the production of more robust information on program outcomes. 
Public Health is working with multiple new data systems.  King County implemented a suite of financial systems in 2012, which included PeopleSoft for payroll, Oracle Financials, and the Hyperion budget system.  And, since 2013, Public Health began implementation of a new primary client data system, EPIC, and the last Public Health Center went live on the system in July of this year.  The department remains on a learning curve in terms of successfully and efficiently entering data into these systems – as well using these tools to query data and produce meaningful reports for management teams.  The different systems can produce conflicting information, particularly if data and information are also collected at a program level.  Reconciling discrepancies requires detailed attention and demands additional time and effort – which leads to delays in decision making.  The department would benefit from additional staff dedicated to these new systems; this would increase the capacity and capability to generate reports that link all of our types of data in a meaningful way.  

[bookmark: _Toc430785568][bookmark: _Toc431820371]Factors that contribute to the problem but are outside of PH control alone to mitigate:
The next set of factors also impacts the long-term sustainability of delivering health services through Public Health Centers and satellite offices.  However, they are not within the department’s control.  In some cases, it may be possible to mitigate the impacts with support from outside partners.

Financial – 
· FQHC reimbursement rate:  The main source of patient-generated revenue comes to Public Health through reimbursements that are determined through our Federally Qualified Health Center rate.  As discussed in the financial situation assessment of our structural gap (page 14), the FQHC rate is limited in that it (1) only covers Medicaid visits; (2) has limits on allowable costs that can be included in its calculation; and (3) is limited to a lower growth rate than inflationary cost increases.  Currently, without a higher reimbursement rate, every program must be additionally subsidized beyond the revenue earned via reimbursement.  This requires General Fund revenue and other flexible funds.  In addition, the gap continues to grow larger between the actual cost and the reimbursement amounts.  
· General Fund constraints:  Many services for vulnerable populations receive support through the County’s General Fund.  However, the General Fund is facing its own financial pressures.  In addition, other services for vulnerable populations are competing for these same funds. 
· Uninsurable population:  A portion of clients served by Public Health are not eligible for public insurance, either through Medicaid or the new state Health Insurance Exchange (Healthplanfinder).  In most cases, they are not eligible because of their immigration status.  This is a federal/state policy decision.  It means that Public Health receives zero reimbursement for these clients and incurs 100% of the costs of caring for them until federal/state policy changes.  

Government entity – 
· Size:  Public Health operates a small health-care system within a much larger government structure.  This has implications when the system needs to adjust to changing market conditions, reforms in the insurance industry, demographic shifts and other changes in the strategic landscape.  Such shifts require health systems to adjust, and the decision making is slower and less flexible compared to private sector health systems that have just one focus (such as the Community Health Centers).  
· Stakeholder interests:  Governments, as organs of representative democracy, must engage a larger number of stakeholder interests compared to private sector providers.  This also impacts the flexibility to respond to shifts in the industry or in the populations served.  

Labor policies and practices – 
· HR policy & labor contracts:  Changing how and when Public Health delivers services, in order to accommodate changing demographics or market conditions, often requires changes to how the department manages and deploys staff.  Many of these changes occur within the context of labor contracts and overall county HR policies and practices set forth in the County charter or code.  At times, labor contracts and HR policies limit Public Health’s ability to be flexible and redeploy employees in new models that efficiently meet patient demand and minimize cost.  In addition, the current leave benefit structure and related policy framework and practice contribute to significant challenges in effectively managing employee absenteeism.  
· Pace of reforms:  The ability to implement solutions is often delayed because many staffing changes have implications for the county’s HR policies and practices set forth in the County code or may require the time and coordination involved with collaboratively working with labor representatives and employees to produce an agreeable change.  (For example, a modest recent change allowing three family planning clinics to stay open one hour later, and shift .2FTE from one site to another, required ten months of discussion and engagement.)

Population shifts – 
·  While a substantial need for Public Health services remains in every part of the county, an increasing share of the vulnerable populations now lives primarily in south King County where the cost of living is lower.  These populations now are more dispersed across a number of smaller cities in south King County.  
· The current number and locations of Public Health Centers reflects King County populations of the early 1990s.  Many Public Health Centers are in county-owned buildings and have been in current locations for a long time.  Some locations may not align with current trends, but re-locating or consolidating raises concerns and carries costs.  
· Other safety net providers have expanded locations, as part of broader changes in the healthcare and the safety net systems (due to healthcare reform and other transformations), and these changes could impact the market for some services and where people access services. 
[bookmark: _Toc431820372][bookmark: _Ref432488705][bookmark: _Ref432503285][bookmark: _Toc432518452][bookmark: _Ref433364299][bookmark: _Toc433376504]Mitigation Strategies
The following mitigation strategies address those root causes that are within Public Health’s control, focused primarily on short-term strategies that will help stabilize the financial situation if the Best Starts for Kids levy passes.  These strategies build on work currently underway and will improve the operational efficiency of the Public Health Centers.  Better efficiency will benefit the clients and the system, no matter which future path the system follows.  In addition, this section provides a list of tools and options that will need to be considered if Best Starts for Kids doesn’t pass. 
[bookmark: _Toc431820373][bookmark: _Toc432518453][bookmark: _Toc433376505]If Best Starts for Kids Passes
As shown on page 14, the estimated financial gap over the next ten years is about $29 million if Best Starts for Kids passes – about $1.4 million in 2016 and growing each year after that.  In this scenario – the levy passes – the workgroup focused on developing a list of strategies that met the following criteria:
The strategy would have a medium to high impact (defined as more than $500,000 per year) on Public Health Center finances within the next biennia. 
The strategy could be implemented in a short-timeline with currently available resources, or minimal additional investment.
The strategy would contribute to, or at least not negatively impact, CHS’s purpose – assuring basic health and human services are available to the most vulnerable people in King County – community health, and a fair and equitable workplace.
[bookmark: _Toc431820374][bookmark: _Ref432492483]Enabling strategies: Public Health should understand its demand and improve its reporting systems.
Two strategies should be undertaken as soon as possible, as they are foundational to strategically implementing all of the other recommendations contained in this document:
Conduct an assessment of demand and unmet need.  
In most cases, the schedules for providers at the Centers are not full, resulting in less patient- generated revenue than budgeted.  This calls for further study, such as a market analysis, to determine the current level of demand and need for the core PHC services.  We do know that Medicaid enrollment has grown, thanks to enrollment under the Affordable Care Act, and we do know that Medicaid-eligible births are not declining.  Better information about these populations, and overall demand, would support better decision making around outreach strategies, community partnership opportunities, facility locations, and staffing models and levels. 
 
Potential questions for this assessment to answer would include: 
· What do our customers see as needed services?  What barriers (financial, geographical, linguistic/cultural, racial) to obtaining these services do they experience now?  What improvements to current services would they request?
· Is there unmet demand for any of the current services?  Alternatively, is there over-saturation of services for a target population or in a geographic locale? 
· How has healthcare reform (the Affordable Care Act and other transformations) impacted the market for core services and where people access services?  Are other game-changers disrupting the healthcare marketplace (such as long-acting contraceptives)? 
· What is the impact of changes in the birth rate and/or the timing of births in the life course?  (i.e. with women getting pregnant on average at an older age, how is that impacting how women access services?  Do working moms need access during evening hours?)
· What is the impact of improvements in the local economy – are more people employed with access to employer-provided health insurance?
· Have our community, regional and state partners identified any unmet needs in our current health care system?  Do they foresee any emerging gaps as the system changes?
· How does the ongoing transformation of health care in our state and nationally impact Public Health’s assurance role?  What metrics can we use to determine the relative impact of direct services and community coordination activities?

Impact on resources	This strategy would require additional resources, such as funding to contract or hire temporary staff, to conduct a demand and needs assessment. Work could potentially be done through partnerships with UW or other research institutes to reduce the cost of technical support.
Impact on financial gap	This strategy would not have direct financial impacts, but will support effective implementation of other key strategies, including focusing outreach and marketing efforts. 

Build data and reporting functionality to meet PHC business and service delivery needs.  
Multiple data systems affect the ability of program, operations, and financial staff to make informed and timely decisions.  Improvement areas include:
· Improving quality and accessibility of data, including changes such as creating more routine reports for established measures, improving consistency of matching information across datasets, and/or removing personally identifiable information to support ad hoc queries by all staff.
· Building infrastructure – technological and staff capacity – to support timely data and reporting requests, including changes such as dedicating more existing staff time to systems, hiring additional programmers, and increasing the function of Tracks and Epic systems reporting.  
· Increased focus on employees’ data skills, including training for end users to support analysis and awareness, improved systems for prioritizing data requests, and increased focus on using data for decision making at all levels of the organization through visual management systems and clear expectations.

Impact on resources	Many efforts are currently underway to improve data and reporting. Existing resources would be reprioritized and/or new resources added to increase the rate of improvement. A relatively small allocation of additional resources to improve functionality may have a significant return in the mitigation efforts.
Impact on financial gap	This strategy would not have direct financial impacts, but will support effective implementation of other key strategies, including quality of decision making in areas that directly impact the financial health of the Public Health Center programs.
Interim steps taken	CHS this year hired a data manager for the division and generated a list of priority reports to be built for the new electronic health record system. Public Health is currently developing the ongoing resources and structure to support the system.

These two initial improvements allow the department to make strategic decisions about how to implement the following strategies that would improve the Public Health Centers’ financial situation.
[bookmark: _Toc431820375]Near-term strategies:  If BSK passes, Public Health will infuse and redeploy resources to accelerate the work in these five areas (thereby reducing the projected financial gap)
1. Establish outreach as a PHC system priority and focus strategies to capture unmet need. 
Leadership teams and site managers have embraced this strategy and begun working in areas where they have current capacity.  Amplifying these initial efforts will bring services to more people in need while also improving the finances of the Public Health Centers through additional patient-generated revenue.

Based on an analysis of unused capacity, most PHC programs could serve more people each year before needing to add additional resources, earning additional patient-generated revenue without substantially increasing costs. Following a demand and needs assessment (one of the enabling strategies noted above), the department would have information to enable outreach that is targeted geographically and to specific populations that are in need of but not currently accessing our services. 

Tactics may include partnerships with organizations that work within niche populations, additional interpretation services, cross-program and inter-provider referral systems, and marketing or informational campaigns to raise awareness. 

Impact on resources	Could require additional staff or vendors with expertise in creating marketing materials and campaigns, as well as staff to build community outreach relationships.
Impact on financial gap	Dependent on increase in annual visits. See page 31 for estimates.
Interim steps taken	Staff at Centers have created new brochures and business cards that they are distributing through partner organizations, along with a single hotline phone number for South King County services. Staff and managers are renewing contacts and making new contacts in the community. The department is experimenting with social media advertising to reach potential clients. 

2. Map, standardize, and improve key business and clinical practices. 
The system must become as efficient as possible, and this is an ongoing focus.  Work has begun in multiple areas to improve the patient-generated revenue cycle, which should result in fewer issues with patient enrollment and billing. This strategy will increase the pace of that work at all levels, while also prioritizing additional improvements, such as:
Defining system-wide standard and transparent procedures for most critical business and clinical processes, with documentation, training, and accountability measures and regular check-ins
Increasing focus on Lean and Kaizen methods that support staff engagement in removing waste, continuous improvement, and gathering creative ideas from all levels of the organization 
Additional application of Lean and Kaizen methods to improve efficiency in areas such as the patient-generated revenue process (enrollment, scheduling, registration, insurance verification, billing), care pathways, purchasing and inventory, and provider coding

Impact on resources	Current resources include Lean coaching from the King County Continuous Improvement Team and the Public Health Nursing office. This strategy would benefit from an investment of additional resources to provide training, coaching, facilitation and support inside of the Public Health Center system.  Such an infusion would accelerate the pace and impact of this strategy. 
Impact on financial gap	Dependent on resultant improvements in enrollment, registration, and billing processes. See page 31 for estimates.
Interim steps taken	Detailed weekly tracking of client visits at the Public Health Centers and at the system level (weekly rounding) is leading to improvements in scheduling and business practices. Daily improvement pilot projects at two Public Health Centers are engaging staff in creating local efficiencies. Standard work developed for enrollment in health insurance. Improved quality assurance for client registration process is reducing errors that impact billing. Improvements underway to streamline and reduce errors related to revenue cycle.

3. Assess, analyze, and improve human resources and staffing model practices. 
Public Health managers – through the LOB workshops – identified a handful of different strategies to improve how we manage and deploy staff.  Some strategies are new and some increase the pace and impact of existing work.  Strategies fall into two broad categories: assuring our Centers are fully staffed, and assuring that employees work to their highest level of training and licensure. 

Cross-training employees within a job class and across programs inside of a Public Health Center will give each site greater flexibility to cover absences.  Systems to better understand and track the need for backfill will allow managers to strategically identify positions that need to be increased in float pool and develop contingency staffing plans.  Creating standard work for supervisors in attendance management will reduce absenteeism.

Standardizing staffing models across programs and Public Health Centers will improve the ability to plan for coverage.  Standardizing work by job class assures that our employees are working to their highest level of training – physicians are doing work that only a physician should do, nurses are doing nursing work, clerical staff are doing clerical work and so forth. 

Impact on resources	Some of these efforts are already underway, and increasing their priority will require reprioritizing additional staff.  The more resources made available for this effort, the more quickly changes can be implemented. 
Financial Impact		Dependent on resultant increase in productivity and reduction in unfilled absences. See page 31 for estimates.
Interim steps taken	Analysis of absenteeism rates by job class and location to identify patterns of usage.  Float pool evaluation of ability to meet demand by job class underway.  Development of supervisor standard work and training in attendance management, to be implemented in early 2016. Case consult protocol with Public Health Human Resources implemented to jointly review individual cases of attendance management and provide coaching to supervisors.  Planning for pilot underway to enable part-time work; evaluation to include impact on absenteeism.

4. Modify and adapt service locations and service delivery to match need, including potentially consolidating, transitioning, or closing small, inefficient programs or satellites.  

Within the current structure of the Public Health Center system, some improvements could better align service delivery with patient needs, such as expanding or shifting hours of operation to match when clients are available and reducing or expanding staffing to better match capacity to demand.  In addition, the findings of the demand and needs assessment will guide an evaluation of the locations and configurations of the satellite offices.  The demand assessment also could suggest modifications for smaller, less efficient programs.  

Impact on resources	After the demand assessment is complete, Public Health would need to prioritize resources toward creating an implementation plan for the above strategies. Level of resource needs will depend on the demand assessment and magnitude of needed changes.
Financial Impact		Dependent on demand assessment and selected decisions.
Interim steps taken	Creation of new satellite in South County to meet growing demand for Parent Child Health services; some vacant positions being held until we have a better understanding of capacity and demand.

5. Take advantage of new reimbursement opportunities. 
Some recent changes by funding agencies could enable Public Health Centers to generate new revenues, but they require planning to maximize their benefit. For example:
The State recently changed its MSS reimbursement guidance to include billing for group services for women who are pregnant.  Public Health plans to begin phasing in group services beginning in January 2016, and the program expects to see increased gains in productivity and patient-generated revenue as access to services will improve and each provider will be able to see more clients.  
Some behavioral health services are reimbursable under Medicaid.  As we continue to integrate medical and behavioral health services and provide counseling to clients, we will be able to bill for these visits. 

Impact on resources	Minimal impact – many of these efforts are underway.
Financial Impact		Dependent on additional revenue received from each of the above sources
Interim steps taken	Planning is underway for MSS group visits.

[bookmark: _Toc431820376][bookmark: _Ref432490297][bookmark: _Ref432490308][bookmark: _Ref432492286]Estimated Financial Impact of Identified Strategies
The following table provides a high-level overview of the potential impacts of strategies for which we were able to estimate a financial impact (strategies 1 and 2).  Additional detail and a long-term picture of each strategy are identified further down in this section. Impacts of other strategies will be highly dependent on the specifics of how they are implemented, and therefore we cannot provide reasonable estimates at this time.
Exhibit 11: Potential financial impacts of mitigation strategies 
	Strategy
	Through Next Biennium (2016-2018)
	Next 10 Years
(2016-2025)

	Projected Baseline Gap if BSK Passes
	($5.4 M)
	($29.1 M)

	Estimated Impacts of Mitigation Strategies:
	Low Impact
	High Impact
	Low Impact
	High Impact

	Effects on Demand and Productivity

	Strategy 1: Establish Outreach as a PHC Priority
	$400,000
	$1.9 M
	$1.3 M
	$6.7 M

	Strategy 2: Improve Key Business & Clinical Practices
	
	
	
	

	Effects on Patient-Generated Revenue

	Strategy 2: Improve Key Business & Clinical Practices
	$175,000
	$875,000
	$600,000
	$2.9 M

	Estimated Total Mitigation Strategy Impact
	$575,000
	$2.8 M
	$1.9 M
	$9.7 M

	Estimated Gap with Alternatives
	($4.9 M)
	($2.6 M)
	($27.2 M)
	($19.4 M)



Impact of strategies affecting demand and productivity
Some of the mitigation strategies (strategies 1 and 2) will have financial impacts through their effect on the number of visits that PHCs conduct each year:
Strategy 1 – outreach – will increase the number of clients coming to PHCs for their health care needs thus increasing patient generated revenue
Strategy 2 – process improvements – will impact potential productivity of providers, meaning PHCs can see more clients per year, and reduce errors made in revenue cycle processes that result in no or delayed collection of revenues 

To estimate the potential impact of these strategies, we estimated the available unused capacity for additional visits by program.  These additional visits were translated to financial impacts using current reimbursement rates and payer mix.  Estimated annual financial impacts are between $100,000 and $650,000 per year in 2016 dollars, for both strategies combined.
Impact of strategies affecting patient-generated revenue
Strategy 2 will have many impacts, including potentially on the realization of patient-generated revenue through improved enrollment and billing practices. In 2015, the Public Health Centers are estimated to have about 6,000 visits where bills were sent but payment was denied. Common reasons for payment denial include incorrect patient or service information on invoices. Improved and failsafe process could reduce these errors and therefore reduce the number of unpaid visits. 

To estimate the potential financial impact of this strategy, we modeled a range of improvements ranging from successfully billing between 5% and 25% of currently denied visits. This range was selected based on billing office staff experience related to how many of those payments are denied for valid reasons that would not be fixed through process improvements (such as a patient being ineligible for stated insurance, or a service not being reimbursable).
[bookmark: _Ref432492331]
Exhibit 12: Potential Impacts of Implementing Mitigation Strategies, if BSK Passes (2016-2025)
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As shown in 
[bookmark: _Toc430778364]Exhibit 12, even under the highest estimate of potential impact, a cumulative gap remains of about $19 million over the next 10 years.  It’s plain that these short-term improvements and efficiencies do not completely solve the gap, even if BSK passes – which is why Public Health is preparing for a rigorous Phase II to the process, as described on page 36.  
[bookmark: _Toc431820377][bookmark: _Ref432503309][bookmark: _Toc432518454][bookmark: _Toc433376506]If Best Starts for Kids Doesn’t Pass
Without the financial support from a Best Starts for Kids levy, Public Health Centers would continue to face a severe shortfall, particularly starting in 2017.  Revenues are allocated through 2016[footnoteRef:10].  After that, the situation would appear similar to the one faced during the budgeting process in 2014, when four Public Health Centers were proposed for closure and two others faced reductions.  Public Health Leadership and staff are committed to finding better solutions, should the department face this challenge.  But the tools are limited.    [10:  An exception is Northshore, funded through 2015.] 

[bookmark: _Toc430335149][bookmark: _Toc431820378]Tools and considerations
A limited number of tools to address the financial gap are available to policymakers and they likely involve difficult tradeoffs.  The department has efforts underway to increase revenues and implement efficiencies, using the tools and resources available – but these improvements are not sufficient to close the gap.  

New revenues:  The least disruptive tool would be a large infusion of dollars to cover the ongoing financial gap.  If voters don’t approve an additional revenue stream, the county would need to look elsewhere for funds, possibly including the County’s General Fund. However, the General Fund is currently forecast to have a substantial gap for 2017/2018, making such support less likely. If funding were found to bridge the financial gap for at least an additional biennium, it could allow the department to engage in planning for the long-term and community engagement, which could lead to new models of service, changes in roles, or other approaches.  

Manage payer mix:  Traditionally, Public Health Centers have not made it a priority to manage the types and mix of insurance coverage of our clients, because our mission and culture calls for minimizing any and all barriers to access in order to serve as many vulnerable clients as possible.  Policymakers could choose to require any insurable client to become insured and more aggressively collect co-payments and sliding scale fees. However, as noted above (in “Who we serve”), PHC clients are disproportionately people of color and highly vulnerable.  In many cases, they are not eligible for state and federal programs because of their immigration status.  

Reduce services and locations:  Public Health could close some Public Health Centers and serve fewer people.  Where possible, clients could transition to other providers – with the understanding that many services are not offered elsewhere.  In particular, it is unlikely that the community could pick up the Parent Child Health services provided to low-income pregnant women and children (see program descriptions and safety-net context in “Who we serve” beginning on page 3).  

Some challenges with this approach include: 
1. The department’s FQHC status depends on providing a baseline amount of primary care. Without primary care we would lose the FQHC designation and reimbursement rate, and the other remaining programs would earn less in reimbursement and become completely unsustainable.  Maintaining a smaller Primary Care program would also complicate the challenges of size and scale, described under “Root Causes.”  Cutting Primary Care would increase the department’s budget gap.
1. The Dental program is the one program that is not currently losing money, based on patient generated reimbursements and the FQHC reimbursement rate.  Reducing dental services does not help the budget – in fact it adds to the gap.  
1. Reducing locations while keeping all existing programs can introduce unexpected challenges.  For example, based on productivity, a specific location may appear less efficient than others and serve fewer clients – but that location’s real estate lease may be more expensive to sever.  Also, a system with a smaller number of locations would compound the challenges of size and scale (see “Root Causes” beginning on page 21).   
1. Finally, reducing locations forces a difficult trade-off regarding Public Health’s mission in serving vulnerable populations – as well as the County’s Equity and Social Justice agenda:  The reductions with the greatest cost savings also have greater impacts on the most vulnerable populations that we serve.  And the more we strive to minimize impacts on the most vulnerable, the more the department would be forced to cut elsewhere. 

[bookmark: _Toc431820379]Potential impacts of reductions 
SUMMARY:  The budget prospect of cutting services in order to save dollars conflicts with the Public Health mission of serving the most vulnerable people in King County.  Some of the most costly services target those most in need and offer preventive value that doesn’t appear in Public Health’s  balance sheets – reducing services in one area may produce unintended consequences elsewhere in the County’s health, education, or criminal justice systems.  

Health impacts:  A reduction in access to services would likely lead to worse community health outcomes.  Public Health Centers serve the most vulnerable populations – communities with known health disparities and more barriers to accessing health care.  For example:
1. Unintended pregnancies have significant health and economic impacts for women, along with their families and communities at large.  Reducing family planning access has been shown in national studies to lead to increases in unintended pregnancies and sexually transmitted infections.   
1. King County currently has one of the nation’s lowest rates of low birth weight babies, a key maternal child health indicator, and it is likely that one reason for this has been the support for Medicaid-eligible women through First Steps (MSS/ICM).  Reducing First Steps would leave low-income pregnant women at risk for poor birth outcomes.  An increase in low birth weight babies could lead to higher system-wide costs (see below). 
1. The Executive and County Council have committed to improving early childhood development services, which prevent poor health outcomes for children by providing the early intervention that science now tells us is most critical for long-term health.  For example, 85% of brain development occurs in the first three years, and conversely, the number of adverse events a baby or child experiences correlates directly with life-long physical and behavioral health problems.  Reducing the combined Parent Child Health programs, from nutrition to infant care, would impact the life-long health prospects for thousands of babies across King County.  
1. Reducing Primary Care would put homeless clients at higher risk of illness and complications from chronic diseases, most severely in downtown Seattle, where the Public Health Center is a primary access point for that population, as well as those served through the Navos partnership and Mobile Medical Van and its outreach services. 
1. Homeless adults and teens often face barriers to getting care for their teeth and related oral health.  Reducing dental care also would not only disproportionately harm homeless clients, who account for about 18% of the dental clients, but would lead to increases in emergency room visits and hospitalizations of adults and young children for dental work and dental pain.

Equity and social justice impacts:  The populations that access Public Health services are low-income and disproportionately people of color, homeless, and/or refugees. 
1. Three quarters of all clients are people of color (75%) across all Public Health Centers.  Importantly, people of color make up more than 70% of the clients at each individual Center.  Exhibit 3: Demographics of clients in Public Health Center programs - 2014 (page 10) shows each center’s demographics, including homeless and non-English speakers. 
1. Public Health direct services prevent health and social problems later in life. This is particularly true for pregnant women and children and for homeless adults.  Without prevention, disproportionate numbers of people of color, people who are poor, and people who are homeless will experience increased morbidity and mortality.  The health and socio-economic disparities that exist today will likely increase. 

Healthcare system costs:  The impacts described above also affect the broader public, through increased costs to the overall health care system.  This goes directly against King County’s Health and Human Services Transformation Plan, which is based on the premise that “it is more effective and less expensive to focus on the factors that contribute most to good health and well-being.”  
1. Removing Public Health direct services contradicts the Transformation Plan’s call for shifting “from a costly, crisis-oriented response to health and social problems, to one that focuses on prevention, embraces recovery, and eliminates disparities by providing access to services that people need to realize their full potential.”  Instead, it would mean creating a more costly and crisis-oriented system.  If fewer people have access to person-centered, integrated, culturally competent services when, where, and how they need them, then more people will turn to costly, crisis-oriented care. For example:
0. If fewer people get the counseling and care to manage their health conditions outside the medical system (including during pregnancy), it may lead to increased use of emergency rooms and increased hospitalization costs in King County.  
0. Eliminating primary care would reduce innovative efforts through the Navos partnership and Mobile Medical Van to offer preventive treatment to people who are homeless or mentally ill and otherwise tend to use more costly crisis services.   
1. Publicly funded family planning services produce a 7:1 return on investment; reducing family planning access would increase costs[footnoteRef:11]. [11:  “Every dollar spent on publicly funded family planning services saves $7.09 in public expenditures.” Guttmacher Institute October 2014 Return on Investment: A Fuller Assessment of the Benefits and Cost Savings of the US Publicly Funded Family Planning Program] 

1. An increase in low birth weight infants could lead to higher costs in many areas associated with low birth weight: higher hospitalization costs, more need for special education services, more treatment for developmental delays.  
1. Other health and human services providers would face the consequences of increases in untreated illnesses, patients who are more expensive to serve, and children raised in less healthy and nurturing environments. 

Public Health expertise:  Dismantling Public Health programs and sites also brings a loss of infrastructure and institutional knowledge that may hamstring future public health initiatives.  If, at a later date, policymakers desired to re-create these services, they would face a significant investment and time commitment to rebuild from scratch. Because very few providers offer some of the services that Public Health Centers provide or emulate the way that Public Health Centers maximize access, there is not a deep pool of expertise, knowledge and practice development outside of the Public Health department in some service areas.  For example:
1. In reproductive health, Public Health is the only provider in the state to achieve national certification as a specialty practice.  And, the Family Planning program is in the forefront of training, using and promoting long-acting reversible contraceptives, which have been endorsed by the medical community but experience slow adoption by providers. 
1. In Parent Child Health, we provide more than 90% of the services locally.  
1. As new research emerges showing benefits of intervening early in life for babies and children, the lack of skilled and trained staff to deliver services would hamper expansion of such services. 
[bookmark: _Toc431820380][bookmark: _Ref432492352][bookmark: _Ref432503339][bookmark: _Toc432518455][bookmark: _Toc433376507]Conclusion and Next Steps
The outcome of the November 2015 Best Starts for Kids Levy vote will determine two different courses of action for Public Health as the department continues to address financial sustainability challenges in Public Health Center programs.
[bookmark: _Toc431820381][bookmark: _Toc432518456][bookmark: _Toc433376508]If Best Starts for Kids Doesn’t Pass
As described earlier, without the financial support from a Best Starts for Kids levy, the Public Health Center system would continue to face a severe financial shortfall. Revenues, including a large amount from one-time sources, are currently allocated through FY2016. Starting in FY2017, the situation would appear similar to the one faced during the budgeting process in 2014, when four Public Health Centers were proposed for closure and two others faced reductions.  Public Health leadership and staff are committed to finding a better solution, should the department face this challenge, but the tools are limited.  If the department must make significant reductions, we expect significant impacts on the populations we serve.

If the Best Starts for Kids Levy does not pass, planning for the 2017-2018 budget will need to begin immediately in order to prepare budget proposals by the summer of 2016. This process will require significant collaboration between Public Health leadership, the Executive and PSB staff, Labor and Council staff.  However, the tight timeline also presents a substantial challenge to outreach and engagement.  
[bookmark: _Toc431820382][bookmark: _Toc432518457][bookmark: _Toc433376509]If Best Starts for Kids Does Pass
If the Best Starts for Kids levy passes, the 2016 work plan would include two major components:

1. Implementation of ongoing and short-term strategies identified in this proviso report. Existing efforts to improve business practices, identify efficiencies, and improve productivity will continue to be strongly supported.  In areas where additional resources could accelerate and/or magnify financial gains from these strategies, we will seek support from the Office of Performance, Strategy, and Budget and other King County partners.  In particular, a modest infusion of resources in the 2017-18 budget could support the two crucial “Enabling Strategies” (see page 26) that are essential for all other strategies:  conducting a demand & needs assessment and improving the data & reporting systems.  This would set the stage for much greater returns in outreach, efficiencies, and productivity.   
2. Initiation of a Phase II planning process to develop longer-term sustainability strategies.  The long-term structural gap in Public Health Center programs will continue to grow – even with revenue from Best Starts for Kids and implementation of the short-term strategies in this report.  More substantial changes will be needed to become financially sustainable, so Public Health will begin a planning process at the start of 2016 to identify actions that can be taken over the next six years (the life of the Best Starts for Kids levy) to create a sustainable service delivery model for the county – including transitioning programs where warranted and positioning Public Health Centers to take advantage of health system and payment reforms. 

Fundamental to this process will be a reassessment of Public Health’s assurance role in the broader safety net and evaluation of options to change the current service delivery model, with consideration to the balance among financial considerations, public health impacts, equity and social justice values, and workforce needs.  

The participants in Phase II planning will find new ways to parlay Public Health’s expertise in areas such as parent child health service models, trauma-informed care, long-acting reversible contraception, reproductive health education, and services designed to meet the needs of the County’s most vulnerable residents into the design of the future delivery system and funding models.

The Phase II planning process will incorporate the following approaches:

Significant and meaningful stakeholder involvement.  The compressed timeline for this proviso report, as well as uncertainty about the Best Starts for Kids Levy, limited the amount of stakeholder outreach and input during the Lines of Business Phase I planning process.  If Best Starts for Kids passes, Public Health intends to incorporate more perspectives and input into the Phase II planning process, particularly from line staff, safety net partners, council staff, and labor. 
The Office of Performance, Strategy, and Budget has committed to continue supporting the planning process by providing facilitation and analytical resources.  
We hope County Council staff will participate at key junctions during the next round of planning, when broader and far-reaching proposals will be examined regarding how best to serve vulnerable populations in the long-term.  In addition, we will keep Council updated on our progress and propose timely legislative and budget changes for approval. 
An additional perspective we hope to incorporate is that of our direct customers, to better understand their needs and how potential system changes could affect them.

Monitoring program outcomes and financial performance.  Given the financial challenges currently facing the Public Health Department and the Public Health Fund, program finances are being monitored closely by the department and the Office of Performance, Strategy, and Budget.  Where possible, we will track and measure success of specific strategies recommended in this report.  This monitoring should inform our financial outlook and allow us to adjust any unsuccessful strategies.

Proactive planning around game changers.  The Public Health landscape will experience major shifts at the federal, state, and local levels over the next few years.  Earlier in this proviso report, several major policy-level game changers such as the State Medicaid Waiver, payment reform, Accountable Communities of Health, and Behavioral Health Integration were described.  The Phase II planning process will track these policy-level drivers and proactively position current programs to respond to and take advantage of these changes. These drivers can also inform the most appropriate role for Public Health to play in assuring access to services.  System and payment reforms may lead to changes in safety net capacities.  They may suggest the need to rebalance the portfolio of services directly provided through Public Health Centers and those provided through partnerships.
[bookmark: _Toc431820384]

[bookmark: _Toc432493188][bookmark: _Toc432518458][bookmark: _Toc433376510]Appendix A: Overview of Public Health Centers Lines of Business Process, Phase I
This proviso response was heavily informed by a Lines of Business planning process, focused on the Public Health Center services. Our Lines of Business planning was conducted May-August 2015, and included 10 multi-hour workshops with over 40 participants representing CHS leadership, ODIR, and PSB. Using existing leadership meetings times, the workshops used a variety of methods and facilitation tools including individual work in advance and at workshops, both program-based and mixed small groups reporting out to the larger group, and large group consensus building and voting processes. 
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Key outcomes and products from the LOB Phase I process include the following (see also Appendix B):
Strategic Context and Situation Assessment
· CHS Purpose and Guiding Principles affirmed
· Clinical & Parent Child Health Landscapes: services provided, populations served, community capacity 
· SWOT: internal strengths and weaknesses, external opportunities and threats (Appendix B.1)
· Revenue Cycle Flow & Pain Points (see Appendix B.2)
· Game Changers: environmental factors on the horizon that could impact Public Health’s financial state and role
· 10-year financial forecast: financial gap with and without Best Starts for Kids Levy (see also Appendix F)
Problem Identification
· Problem statement and outcomes - “if we do nothing” impact on community and those we serve
· Root causes of the structural gap – in our control and out of our control (see Appendix B.3)
Alternative Analysis
· Mitigation strategies, if BSK passes, near term and longer term (see Appendix B.4)
· Tools and considerations if BSK doesn’t pass
· Evaluation of financial impact of strategies (see Appendix B.5)
· Evaluation of strategies using criteria (see Appendices B.6 and B.7)
[bookmark: _Toc432493189][bookmark: _Toc432518459][bookmark: _Toc433376511]
Appendix B: Selected Public Health Centers Line of Business Phase I Products
This appendix includes selected outputs or products from the multi-workshop Phase 1 process of the PHC Line of Business. Note that these products were developed for internal purposes only, to help synthesize and document the work done over the course of the process.
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B.1 Public Health Centers SWOT Analysis Summary
Our first workshop in May 2015 focused on assessing the strengths, weaknesses, opportunities, and threats facing our Public Health Center services. This document presents the major themes identified in our “SWOT” analysis.
	STRENGTHS 
	WEAKNESSES 

	· Strong mission with a unique niche among partners
· Ability to work upstream on health disparities
· Strong reputation of our Public Health Centers and services
· Highly skilled, dedicated work force committed to serving our region’s most vulnerable populations
· Low barriers to client access to services
· Innovation and incubation of new ideas, including partnerships and integrations efforts
· Internal process improvement work on productivity / increased access for clients
· Financial processes and forecasting are improving
· Integrated service delivery model (First Steps, WIC)
· Excellent geographic reach – physical infrastructure around the county
· Efforts to embrace LEAN to improve work flow processes
· Strong understanding of population needs
· Commitment to linguistically appropriate services
	· High overhead relative to partners
· Challenging financial environment with continuing gap between revenue and costs of serving most vulnerable
· Challenges with data & reporting make it difficult to tell our story
· Government bureaucracy slows ability to respond to changing environment 
· Limited flexibility in staff deployment and work assignments across job classes
· Challenges in managing personnel issues, including absenteeism,  can impact morale/quality of services
· Outreach could be more effective to increase knowledge of PHC activities/products
· Siloed services within and between government agencies and CBO partners
· Lack of infrastructure investment, e.g. EHR



	
OPPORTUNITIES 
	THREATS

	· Partnerships create opportunity to leverage our services and increase our role in assurance
· Increase in insured population via healthcare reform
· New funding opportunities including BSK, FQHC payment reform, Navos grant, etc.
· Increased focus on integrated services (e.g. Familiar Faces)
· Vulnerable populations we serve will need continued, “niche” services
· Science and strategies  in support preventative services is progressing


	· Changing service provision models through delivery reform and transformation
· Loss of and shifts in funding could result from changes in FQHC or other funding streams 
· High costs and changing environment affect our competitiveness
· Changes in demand resulting from political and demographic changes
· Perception that public health services are not needed post-healthcare reform
· Ability to recruit & retain next generation of providers may be constrained by our  personnel policies
· Environmental changes and emerging health challenges or epidemics
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B.2 Revenue and Provider Credentialing Process Maps, with “Pain Points”
In the next workshop, the Lines of Business planning group continued assessing the landscape of our services relative to our financial gap. The following document details one of these “landscapes” – our revenue and provider credentialing processes, and where we hit “pain points” in these processes from the point of enrolling providers in managed care plans and clients in Medicaid through the time payments for services are received.
[image: ]
B.3. Root cause continuum
After assessing the landscape for our PHC services, the Lines of Business group conducted a root cause analysis to identify the primary root causes of our structural financial gap. This document presents those root causes organized by level of control by the Department of Public Health, and how they were grouped and prioritized for further work in Lines of Business.
[image: ]
B.4 Strategies to Address Root Causes 
After identifying and prioritizing root causes, the Lines of Business planning group worked to identify key strategies to address these root causes. Strategies were discussed over the course of two workshops as well as independent brainstorming as “homework”.  The various ideas were then grouped into strategy “families”, presented in this document.  These lists include the full breadth of ideas from the brainstorming sessions. 
	[bookmark: RANGE!B1:B96]STRATEGY FAMILIES

	Conduct an assessment of demand and unmet need, including answering the following questions:

	- Does ACA (or other factors) reduce our long term capacity needs?

	- Are people not served by us being served well elsewhere, or not being served?

	- What are needed services, barriers to access, and ways to improve according to our customers?

	- Target market analysis (potentially reach out to UW or consultants to see if we can get affordable technical support)

	- Coordinate with CHCs and hospitals on collective understanding of unmet demand and our niche in the community

	

	Establish outreach as a PHC system priority

	- Based on needs assessment, conduct targeted and strategic outreach to clients (such as patients assigned to us by MCOs who haven’t been seen, 

	   patient who need follow-up or regular appointments

	- Outreach to niche populations via partnering with CBOs, mobile medical, signage, library/shelter/day care visits, etc.

	- Leverage existing Outreach and Access teams, and interpreters, potentially add resources as well

	- Improve referrals, including both cross program referrals and referral arrangements with other government agencies/departments, providers and our community partners

	-Conduct marketing/informational campaigns to raise awareness of our services among potential new clients. Support with necessary resources

	

	Modify and/or adapt our locations and service delivery to match demand

	- Assess whether there is untapped capacity in the system and use it to meet demand

	- Have rotating storefronts in communities, with presence in each a few days per week

	- Have clinics co-located with other services

	- Expand service hours or shift service hours to later in the day

	- Improve scheduling  access with better phone access and interpreters/bilingual staff

	- Rightsize where overstaffed

	






	Map, standardize and improve key business and clinical processes

	- Define system-wide standard and transparent processes for most critical business and clinical processes with documentation and training 

	- Develop metrics and accountability measures into processes

	- Check in on adherence to standard work and process usefulness at regular intervals

	- best practices - look outside PH

	- Kaizen, ask staff what improvements are; support creative ideas

	- Invest in Quality Improvement staff to support process improvement

	- Suggestions for specific areas of focus:

	- Patient generated revenue processes including provider enrollment, client enrollment, scheduling, registration, insurance verification

	-improve site enrollment practices, dedicate more resources, and hold staff accountable

	- Care pathways with care team responsibilities clear

	- Standardize purchasing/inventory (e.g. formulary)

	- Daily/weekly audits of open encounters

	- Have more review and flexibility in purchasing contracts pricing/fees (e.g. cardinal pharmacy contract)

	- Improve provider coding, hire for more resource or expertise

	

	Improve management accountability structures

	- Assure standard work for management/supervision positions delineate accountability

	- Establish explicit joint accountability for area managers and program managers (e.g., budget accountability, other)

	- Review CHS org structure

	- Increase authority of central ops re: business practices and access and outreach

	- Training for mid-level managers on leadership/management (e.g., leadership academy)

	

	Improve clarity and consistency in performance feedback and accountability

	- Greater oversight and centralized review of all performance feedback

	- Transparency in the goals, outcomes, and measurements people are being evaluated against such as:

	- Clear expectations and performance management metrics at all levels of the organization

	- Performance Feedback follow up and goals tied directly to areas recommended for improvement

	- Assess productivity standards, have goals for all staff, create a culture where all are held accountable

	- Design and implement incentives for providers for meeting performance targets

	




	Assess, Analyze, and Improve Staffing and HR Practices

	- Flexible assignment and cross-training

	- Float pool improvements

	- Address absenteeism, management of FMLA, and other HR-related challenges

	- Create a process for all staff to improve processes continually and to ensure all are working to full potential

	- Establish system-wide standard, clear descriptions of job duties for job classes; standardize across clinics

	- Create standard workflows for all types of work

	- Orient, train, and coach to defined duties, and evaluate accordingly

	

	Improve coordination to take advantage of economies of scale in the dept (breaking down silos)

	- In areas of central billing and operations, medical records, medical directors

	

	Assess and determine whether to consolidate, transition, or close small or inefficient programs or satellites

	























	Build data and reporting capacity and functionality to meet PHC business and service delivery needs

	- Build infrastructure to meet data and reporting needs

	- Research best practices - such as how CHCs and other providers organize and prioritize this work

	-Hire additional analysts and programmers, potentially with biostats background

	-Dedicated epidemiology time from APDE

	- Increase Tracks reporting capacity

	- Right person, right task - clear roles for data queries vs data analysis

	-Increase function and responsiveness for Epic data requests and analysis

	- Improve quality and accessibility of data

	- Make datasets without PHI to support ad hoc queries though a user-friendly access, and/or have PHI-free summary reports posted daily for KPIs

	- Make information relatable across datasets (e.g., # visits, patient revenue) and systems

	- Create more useful and cleaner list of available reports; clean out current inventory, create routine reports for established metrics

	- Increase focus on data skills and transparency

	- Maximize end user capabilities, people analyzing their own data, people being aware of all available tools

	- Clearly understand info needs before making requests, and prioritize requests - ask "why" before requesting!

	- Create visual management systems that support transparency and accountability (budget metrics, accuracy of enrollment and coding data)

	- Create opportunities to share knowledge and best practices, like forums

	- Require data for decision making

	-Create standards and expectations on how information is shared

	- Report data centrally and transparently across all levels of staff

	- Have standardized training on systems for new employees

	- Train staff on data collection and analysis 

	

	Implement system support and ensure site-based support for Epic

	- Implement system support and ensure site-based support for Epic

	- Better validation of Epic data; verification should be part of every data inquiry

	- Clarification on Epic team roles and responsibilities



B.5 Evaluation Criteria for Mitigation Strategies
After identifying those strategies judged to have the largest potential impact on our financial gap in the near term, the group applied the following evaluation criteria to each strategy family. The criteria were developed to ensure that we considered the impact of the identified strategies beyond just the financial – impacts on our Community Health Services division mission and purpose, principles of equity and social justice, community health outcomes, and our workforce.


PHC LOB: Evaluation Criteria
August 6, 2015
1. Financial. Assuming no new resources, what level of annual impact on our problem could be realized in the next 3 years, or the next 4-10 years?
2. CHS purpose. How will this strategy impact our ability to fulfill our purpose? 
[image: ]
3. Community Health Impact. How will this strategy impact our community’s health, including:
a. Under-represented or at-risk populations?
b. Community health outcomes/ indicators?

4. Fair and equitable workplace. How will this strategy impact our workforce, including:
a. Contributing to an inclusive, fair, and equitable workplace for everyone?
b. Positive or negative impact on under-represented or at-risk groups?



B.6 Financial Impact Screen 
Following identification of our strategy families, the Lines of Business planning group sorted the strategies by their potential impact on our structural financial gap in the near team (next 3 years) and longer term (next 4-10 years).  The following image shows the results of the group’s sorting process.
[image: https://kc1.sharepoint.com/teams/PHc/PHLOB/CHS/Working%20Documents/FinancialImpactScreen.JPG]

B.7 Application of evaluation criteria to highest financial impact strategies
The image below shows participants’ votes via dots on the impact of one of our priority strategies on each of our evaluation criteria.
[image: https://kc1.sharepoint.com/teams/PHc/PHLOB/CHS/Working%20Documents/DotEx_StandBizPractices.JPG]
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[bookmark: _Toc432518460][bookmark: _Toc433376512]Appendix C: Map of Locations of Public Health Centers and Satellite Offices 
Centers and satellites as of October 2015 (including Navos)
[image: ]

[bookmark: _Toc432518461][bookmark: _Toc433376513]Appendix D: Demographics of clients – by location

Figure X. Demographics of clients at the Public Health Centers – 2014 [footnoteRef:12] [12:  Three sites closed programs at the end of 2014 (Columbia, North, White Center), so totals will be smaller in 2015] 

	 
	2014 PHC Clients1
	Income 
up to 200% Federal Poverty Level
	People of
Color
	Homeless
	Visits where interpretation provided

	Auburn
	8,300
	97%
	62%
	12%
	8%

	Columbia
	9,900
	97%
	96%
	12%
	15%

	Downtown
	11,700
	93%
	64%
	58%
	21%

	Eastgate
	11,900
	95%
	77%
	8%
	15%

	Federal Way
	10,500
	96%
	73%
	6%
	10%

	Kent
	9,400
	97%
	69%
	12%
	6%

	North 
	10,700
	95%
	73%
	10%
	10%

	Northshore
	3,300
	95%
	60%
	10%
	10%

	Renton
	9,400
	95%
	75%
	11%
	11%

	White Center @ Greenbridge
	7,200
	96%
	80%
	9%
	11%

	





[bookmark: _Toc432518462][bookmark: _Toc433376514]Appendix E: Details of programs offered at Public Health Centers

Public Health Center programs available by location in 2015 (with total number of annual visits from 2014).  Note: in 2014, programs closed at Columbia City, North, and White Center. 

	Site / Program
(with # of annual client visits, 2014)
	First Steps and WIC
	Satellites
(First Steps/ WIC)
	Free-standing Family Planning
	Primary Care
	Dental
	Base for Smaller Programs

	Auburn
	24,000
	
	3,400
	 
	 
	

	Columbia City
	13,600
	
	 
	 
	10,600
	NFP
EIP
CSHCN

	Downtown
	9,700
	
	 
	9,500
	7,700
	NFP
Travel Imm.
Refugee Health

	Eastgate
	14,400
	
	2,800
	13,000
	9,400
	CSHCN

	Federal Way
	26,100
	
	3,300
	 
	 
	EIP
CSHCN

	Greenbridge (White Center)
	17,000
	
	 
	 
	 
	EIP

	Kent
	26,200
	
	1,000
	 
	 
	NFP
EIP
CSHCN

	North Seattle
	16,800
	
	 
	 
	9,000
	EIP

	Northshore
	13,300
	
	 
	 
	 
	EIP

	Renton
	19,700
	
	 
	 
	6,100
	





[bookmark: _Toc432518463][bookmark: _Toc433376515]Appendix F: Financial Analysis Background and Methodology
[bookmark: _Toc432488646][bookmark: _Toc432492692]Financial Situation Assessment
[bookmark: _Toc432488647][bookmark: _Toc432492693]Baseline Gap Forecasts
The baseline gap forecast was developed based on the 2016 public health budget. Our model isolated all Public Health Center programs, and categorized each line item by program and then expenditure or revenue type:

· Programs
· 
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· MSS
· ICM
· WIC
· Dental
· Primary Care
· Family Planning
· 

· Expenditure types
· 
· occupancy
· department overhead
· division overhead
· County overhead
· salaries
· benefits
· billing
· other direct expenses
· indirect expenses
· 

· Revenue types
· 
· State public health funding
· King County general funds
· Patient generated revenue
· Medicaid administrative claiming
· Program revenue (such as grants)

To create out-year forecasts, each expenditure and revenue type was inflated at a growth rate informed by historical trends, King County Office of Financial and Economic Analysis (OEFA) forecasts, and PSB guidance on out-year projections. The following table lists the inflation factors used in this analysis:
	


	2017
	2018
	2019
	2020
	2021
	2022
	2023
	2024
	2025
	Notes

	State PH funding
	0.00%
	0.00%
	0.00%
	0.00%
	0.00%
	0.00%
	0.00%
	0.00%
	0.00%
	Assume Flat

	KC General Fund
	2.18%
	2.22%
	2.36%
	2.57%
	2.42%
	2.45%
	2.47%
	2.46%
	2.46%
	CPI

	Patient Generated Rev.
	0.80%
	0.80%
	0.80%
	0.80%
	0.80%
	0.80%
	0.80%
	0.80%
	0.80%
	FQHC Growth

	MAC Revenue
	0.00%
	0.00%
	0.00%
	0.00%
	0.00%
	0.00%
	0.00%
	0.00%
	0.00%
	Assume flat

	Program Revenue
	2.18%
	2.22%
	2.36%
	2.57%
	2.42%
	2.45%
	2.47%
	2.46%
	2.46%
	CPI

	Occupancy
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	PH Historical

	Indirect
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	PH Projection

	Other Direct Expenses
	2.18%
	2.22%
	2.36%
	2.57%
	2.42%
	2.45%
	2.47%
	2.46%
	2.46%
	CPI

	Dept Overhead / DD
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	PSB Projection

	Division OHDD
	3.30%
	3.30%
	3.30%
	3.30%
	3.30%
	3.55%
	3.55%
	3.55%
	3.55%
	PH Projection

	Salaries
	3.18%
	3.22%
	3.36%
	3.57%
	3.42%
	3.42%
	3.42%
	3.42%
	3.42%
	CPI + 1

	Flex Benefits
	4.00%
	4.00%
	4.00%
	4.00%
	4.00%
	4.00%
	4.00%
	4.00%
	4.00%
	Med. Inflation

	Other Benefits
	3.18%
	3.22%
	3.36%
	3.57%
	3.42%
	3.42%
	3.42%
	3.42%
	3.42%
	CPI + 1

	Signature/Billing DD
	3.00%
	3.00%
	3.00%
	3.00%
	3.00%
	3.00%
	3.00%
	3.00%
	3.00%
	PH Projection

	King County OH
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	5.00%
	PH Projection

	HIT Overhead
	2.18%
	2.22%
	2.36%
	2.57%
	2.42%
	2.45%
	2.47%
	2.46%
	2.46%
	CPI

	Other Flex Funds
	1.51%
	1.55%
	1.66%
	1.82%
	1.72%
	1.76%
	1.78%
	1.79%
	1.80%
	Blended KC GF and State PH



[bookmark: _Toc432488648][bookmark: _Toc432492694]Best Starts for Kids Revenues
The Best Starts for Kids Levy Ordinance was adopted by the King County Council in July of 2015 and will be voted on by King County electors on November 3, 2015. This analysis provided forecasts of the financial gap assuming both a future with Best Starts for Kids or without Best Starts for Kids.
The portion of Best Starts for Kids Levy revenues that would come to the Public Health Centers was estimated based on the same assumptions that went into the levy ordinance transmittal information, which state that about 11% of the levy (or $42.7 million over the next 6 years) would go toward preserving the following existing public health services by bridging the gap between their expected revenues and expenditures over the years 2016-2021:
· MSS
· WIC
· Family Planning
· Nurse Family Partnership
For the years 2022-2025, Best Starts for Kids revenues assumed in the model were based on the projected gap for each of those programs. However, it is unknown how a renewal of the Best Starts for Kids levy would be structured.
[bookmark: _Toc432488649][bookmark: _Toc432492695]FQHC Impact Analysis
What is an FQHC provider?
Public Health is a federal 330(h) grantee due to its role in providing primary care services to homeless clients.  As a 330(h) grantee, Public Health receives FQHC enhanced payments for encounters provided to federal Medicaid clients. This enhanced payment, which is intended to cover the average cost of an encounter, is a major source of revenue for the PH centers. Without primary care services, Public Health would lose its 330(h) grant, and would no longer receive FQHC enhanced payments.
How is our FQHC rate determined?
PH’s current FQHC rate was determined based on 2008 costs inflated to 2015.  PH was required to submit a cost report, reporting all cost for services, regardless of the payer. 
       Total costs__ =  FQHC rate

Total encounters
Note:  The cost report limits the costs which can be included, and places a cap on overhead costs.  In addition, there is a productivity requirement for some providers (MDs, ARNPs, PAs).  In the 2008 cost report, these limits did not have much effect on PH’s rate.  
Public Health has submitted a new cost report based on 2013 expenditures and encounters.  The new rate is effective on April 1, 2015.  The limitations related to allowable productivity, and overhead have a greater effect on PH’s rate in this cost report.  If the productivity requirement was met, PH would receive close to $1.3 million more per year.  However, the nature of PH’s services to complex clients makes it difficult to reach the productivity requirement. 
Blended rate
FQHCs have the option of selecting a blended rate or separate rates for medical, dental and maternity support services encounters.  Public Health chose a blended rate, which is based on the following individual rates from our 2008 cost report:
	Medical (Primary care, STD, TB, Family Planning):	$368.97
	MSS:							$249.17
	Dental:							$163.03
	Blended rate:						$266.15 
Rates shown in the main report have been inflated to 2015 rates. 
Annual adjustment
Our FQHC rate is inflated by the Medicare Economic Index (MEI).  That rate has been 0.8% for the past three years.  By contrast, our expenses have increases at a rate of 3-5% per year since 2009.  This differential contributes significantly to our programs’ ongoing “structural gap.” 
Significant FQHC changes 
There have been significant changes to FQHC reimbursement over the last five years.  Below is a brief overview of key changes to our FQHC rate since 2009:
Change from capitation to fee-for-service:          In 2009, HCA changed FQHC reimbursement for Medicaid managed care clients from capitation (per member per month payment for all enrollees whether they receive a service or not) to fee-for-service (payment only if the client receive a service).  This resulted in a significant, ongoing loss of FQHC reimbursement for Public Health. 
Rebasing of cost report.          In 2010, Public Health’s FQHC rate was increased to $286, based on the cost report submitted in 2009 inflated at a regional inflation rate.  
Inflation index lowered:          In July, 2011, HCA rolled back the inflation index for FQHC rates to the Medicare Economic Index (MEI).  Prior to 2010, the inflation index for the FQHC rate was based on local economic factors.  The regional inflation rate was 4.9% in 2010.  The MEI has been 0.8% for the past three years.
Undocumented Pregnant Women:          In 2012, HRSA notified HCA that they are obligated to pay FQHC rates for services for undocumented pregnant women and made the requirement retroactive to the fourth quarter of 2009. Public Health receives an additional ~$2 million per year in FQHC payments as a result of this change. 
Rebase in 2015:          PH submitted a new cost report based on 2013 costs, due to a requirement by CMS (Centers for Medicare & Medicaid Services) to remove a perceived overlap between FQHC and Medicaid Administrative Claiming (MAC).  The new cost report included interpretation and PH center enrollment services, which had not previously been included in the FQHC cost report.  Interpretation and PH center enrollment services will no longer participate in MAC.  The effective date of the new rate was to be April 1, 2015.  However, HCA proposed a July 1, 2015 start date with the concession that the productivity requirement and overhead cap would be removed from the cost report.  The net effect of all these changes, and the fact that the new cost report reflects current costs, is a substantial increase in revenues for the PH centers.
Potential Rebase in 2016:          HCA is intending to require all FQHC in the state to rebase sometime in 2016.  Most likely, the new cost report will be based on 2015 costs.  Because primary care was greatly reduced in 2015, the FQHC rate will most likely decrease.
Other Potential Changes to FQHC
The local community clinics are attempting to bring back capitated FQHC payments for managed care clients.  They are developing a methodology to propose to the Washington State Health Care Authority, but it is unclear if capitation is allowed under federal law.
Payment reform and its potential effects on FQHC are not known, but could have a substantial effect on this revenue stream.
[bookmark: _Toc432488650][bookmark: _Toc432492696]SCENARIO ANALYSIS
[bookmark: _Toc432488651][bookmark: _Toc432492697]Revenue from Additional Visits
[bookmark: _Toc432488652][bookmark: _Toc432492698]Estimated revenues from additional visits were based on current average revenue per encounter for each program, which reflects 2015 reimbursement rates and payer mix. Additional visit assumptions were developed based on an assessment of the number of additional visits that could reasonably be accommodated by existing unused capacity in each program. 


Revenue from Unpaid Visits
The estimate of increased revenue from receiving payment on a portion of currently unpaid visits was developed using the 2014 portion of visits that were unpaid for each program. This ratio was applied to estimated 2015 total visits, to estimate a number of Unpaid Visits at year-end 2015. 
The low estimate of the impact of Strategy 2 was estimated by assuming that 5% of unpaid visits would instead be paid if Strategy 2 were implemented. Thus, 5% of estimated 2015 unpaid visits for each program was multiplied by the average revenue per encounter for that program in 2015, assuming current payer mix and reimbursement rates. 
The high estimate of the impact of Strategy 2 was estimated by assuming that 25% of unpaid visits would instead be paid if Strategy 2 were implemented. Thus, 25% of estimated 2015 unpaid visits for each program was multiplied by the average revenue per encounter for that program in 2015, assuming current payer mix and reimbursement rates. 
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