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Discussion items

 Introductions

 Background

 Charter

 Guiding principles

 Due diligence

 Community engagement/input

 Community and national insights

 Models considered

 Recommended model and citizens’ 
protections

 Questions
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Citizens’ Commission Background

Memorial Health System has been serving 
citizen health care needs under City ownership 
since 1943 (voter approved in 1949)

 City Council wants to ensure the future 
ownership and governance of MHS is a benefit to 
the citizens today and for future generations

 Commission created in February 2010 to 
analyze existing and potential new ownership and 
governance models
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Commission Charter

Through community engagement, solicit 
viewpoints and make recommendations of 
possible changes in ownership/governance to 
accomplish equally-prioritized objectives:

 Minimize taxpayer financial and legal 
exposure 

 Maximize MHS’ benefit to community, 
including high quality care and 
economic/financial impact 

 Access to excellent healthcare designed 
and delivered around community needs
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Guiding Principles

 Build on past committees/commissions  studies

 Fully transparent, community-oriented with 
substantial public engagement

 Consider current and future community needs

 Ensure changes to MHS’ ownership,  
governance enhance ability to achieve its 
mission

 Explore MHS’ value and risk along multiple 
dimensions, not just financial
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Due Diligence

 Input from more than 75 leaders, healthcare 

experts 

 Identified 8 potential models/alternatives 

with 12 criteria for analysis and data 

measurement tools

 Thoroughly analyzed and researched national 

best practices of each model; deliberated and 

decided the pros/cons of each model; 

measured each model against criteria
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Community Engagement and Input

 Active Commission blog/website; responding 

to blog and email questions/comments (more 

than 1675 people following our blog/website)

 Approximately 50 publicly open meetings 

including town halls and extensive outreach to 

various community groups

 Meetings conducted in all quadrants of our 

city, at various times to ensure maximum 

community participation   
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Community and National Insights

 MHS is a vital partner to local caregivers

 MHS’ role as a safety net provider is highly 
valued

 Strong desire for MHS to be positioned to 
achieve this Commission’s chartered 
objectives

 Local control is imperative

 Integrated Delivery System model must be 
developed to be able to expand service areas 
beyond traditional barriers

 The need for organizational  agility and 
efficiencies is stronger than ever
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Memorial Citizens’ Commission

Models Considered
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Models (not prioritized)

 Stay as is

 Stay as is, revoke mill levy ordinance; other 
structural financial/legal liability changes

 Continue City ownership, change governance and 
other authorities (per Colorado law)

 Create hospital district (public hospital authority)

 Not-for-Profit Affiliation/Lease
 Creation of new system

 Sale/Lease to non-profit

 For-Profit Sale/Joint Venture 

 Independent, not-for-profit tax-exempt 501(c)(3) 
(including transfer of assets/liabilities, lease of assets)
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Model:  Stay as is; Stay as is/revoke mill levy; 
Stay as is/no mill levy/governance changes to 
extent possible

Bottom Line:

 Shift away from current City governance and 
ownership model required to thrive in the 
future

Key Findings: 

 Current structure largely protects City from 
liability exposure from MHS activities

 Significant  service and competitive, scale, and 
agility disadvantages

 Seriously hampers MHS’ strategic and financial 
flexibility 
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Model:  Hospital District/Authority

Bottom Line:

 Fails to offer significant enhancement in 
operational flexibility to outweigh burdens of 
creating the Authority

Key Findings:

 Continues the indirect/direct costs and 
inefficiencies of public oversight

 Fails to minimize taxpayer financial and legal 
liability

 Special legislation is required 
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Model:  Not-for-profit Affiliation or Lease

Bottom Line: 

 MHS has capability to develop scale, generate 
capital and create integrated care delivery 
model on its own, removing need for an 
affiliation or lease

Key Findings: 

 Relinquishes significant degree of local control

 Costs and protections associated with joining a 
system or lease option must be carefully 
considered

 MHS’ charitable nature would be maintained

 Capital allocation/use of profits decisions would 
be made outside the community 
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Model:  For-Profit Sale or Joint Venture

Bottom Line: 

 Funds generated from a sale/joint venture would 
not adequately compensate City and citizens for 
value MHS creates for our community

Key Findings: 

 AG Suthers: proceeds from a sale cannot be 
placed into City general fund or to non-health 
care uses 

 MHS as a safety net provider would 
fundamentally change; significant loss of local 
control 

 For-profits provide health care to make money

 If sold, a not-for-profit, tax exempt foundation 
established 
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Model:  For-Profit Sale or Joint Venture

Key Findings (continued): 

 2009 study indicates sale price for MHS in 
$362M - $435M range

 Debt totaled $280M, cash/investments 
equaled $134M -- leaving “equity value” of 
$216M - $289M   

 Adding pension shortfalls/other trailing 
liabilities, projected equity value range of 
proceeds = $186M - $269M

 Foundation is required to distribute, at a 
minimum, 5% of its assets annually 

 Total MHS property taxes paid to City annually 
= $330K 15
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Recommended Model:  Independent, not-for-
profit, tax-exempt 501(c)(3)

Bottom Line:

 Enhances ability of MHS to better serve our 
community

 Coupled with financial return provided by 
MHS, this model of governance and 
ownership is our unanimous choice to guide 
our health care system for today and for 
future generations
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Recommended Model:  Independent, not-for-
profit, tax-exempt 501(c)(3)       (continued)
Key Findings:

 Maintains historical role as crucial partner with local 
safety net providers 

 Freed from significant impediments from public 
governance/ownership while still having local control

 Protections around future change of ownership assures 
MHS continues to serve our community

 Facilitates strong financial performance, access to 
excellent health care designed and delivered around 
community needs

 Allows MHS to integrate, regionalize and increase 
competitiveness 

 City should receive financial benefit from transitioning 
MHS away from City governance and ownership
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Recommended Protections

Tax-Exempt Status

 Retain not-for-profit, tax-exempt status

Community Benefit

 Maintain charity care policy currently in effect

 Continue community benefits consistent with 
charitable status/mission of community 
service

 Continue partnerships with other community 
health, social service providers

 Develop culture of quality, patient safety, 
through system-wide quality of care 
committee of Board of Directors and routine 
reporting to community



Memorial
Citizens’ 
Commission

19

Recommended Protections       (continued)

Community Governance

 Board majority are Colorado Springs citizens

 MHS President, Board Chair make in-person, 
annual reports to community

Community Interest

 City to approve sale, merger, consolidation, 
change of membership, sale of assets or 
dissolution of MHS, and/or maintain 
reversionary interest in MHS assets

 To transfer ownership, City and/or community 
receive remuneration from MHS recognizing 
City’s stewardship
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Memorial Citizens’ Commission

Comments & Questions
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Memorial Citizens’ Commission

Thank You


