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Metropolitan King County Council
Budget and Fiscal Management Committee
 
REVISED STAFF REPORT

	Agenda Item:
	6
	Name:
	Sam Porter

	Proposed No.:
	2025-0165
	Date:
	July 23, 2025



COMMITTEE ACTION

	
Proposed Substitute Ordinance 2025-0165.2 would make a supplemental appropriation of $51,819,000 to the County Hospital Capital Fund and correct the title of the Fund in the 2025 budget, passed out of committee on July 23, 2025, with a “Do Pass” recommendation. The Proposed Ordinance was amended in committee with Amendment 1 to correct an error in the amount of the appropriation in three places in the body of the Proposed Ordinance and replace the transmitted Attachment A with a revised Attachment A that corrects the name of the fund on the document.




SUBJECT

Proposed Ordinance 2025-0165 would make a supplemental appropriation of $51,819,000 to the County Hospital Capital Fund and correct the title of the Fund in the 2025 budget. 

SUMMARY

The Proposed Ordinance would appropriate $51,819,000 to the County Hospital Capital Fund to pay for projects at Harborview Medical Center (HMC) over six years. The Executive indicates that these projects are intended to be paid for with the portion of the County Hospital Levy revenue dedicated to major infrastructure improvements.[footnoteRef:2] Projects proposed to be funded through this appropriation were developed in collaboration with HMC and UW Medicine staff.[footnoteRef:3] Attachment A to the Proposed Ordinance outlines all proposed projects which include replacement of essential equipment that is either failing or beyond end of life, replacement and modernization of HVAC control systems, and purchasing the Duncan Building located at 315 2nd Avenue to serve as the future location of the Pioneer Square Public Health Clinic.  [2:  In the 2025 budget (Ordinance 19861), this includes the $19M in County Hospital Levy Expenditure Restriction 1. ]  [3:  Letter from Sommer Kleweno Walley, CEO, Harborview Medical Center, providing input on the proposed appropriation is Attachment 5 to this staff report. Page 2 of the letter specifically references the capital infrastructure projects.  ] 


BACKGROUND 

HMC serves as the Level 1 trauma center for the four-state region of Washington, Alaska, Idaho, and Montana. HMC prioritizes serving the non-English-speaking poor, the uninsured and underinsured, people who experience domestic violence or sexual assault, incarcerated people in King County's jails, people with behavioral health illnesses, particularly those treated involuntarily, people with sexually transmitted diseases, and individuals who require specialized emergency care, trauma care, and severe burn care. HMC is owned by King County, governed by a 13-member County-appointed Board of Trustees, and operated by the University of Washington Medicine (UW Medicine). 

In 2024, King County imposed ten cents of an additional property tax authorized under RCW 36.62.090 for the operation, maintenance, and capital expenses of the hospital, and any outpatient clinics operated by the hospital.[footnoteRef:4] This funding was designated in the 2025 budget to pay for major maintenance, repair and replacement, or capital projects at HMC, additional funding to support the HMC 2020 Prop 1 Bond capital program, Harborview operations, and staff support for the HMC Board and King County Executive’s office to monitor the Hospital Services Agreement between the County and UW Medicine.[footnoteRef:5] Ordinance 19850 established the County Hospital Capital Fund, which was created to account for “alternative revenue” to pay for projects associated with, but not funded by, the Harborview 2020 Prop 1 bond program.  [4:  Ordinance 19887]  [5:  Ordinance 19861] 


ANALYSIS

Proposed Ordinance 2025-0165 would make a supplemental appropriation of $51,819,000 to the County Hospital Capital Fund to be paid for with County Hospital Levy (CHL) revenue. In the 2025 budget, Expenditure Restriction 1 was made to the CHL appropriation unit to restrict $19 million of the CHL appropriation to pay for, “major maintenance, or repair and replacement, capital projects” and should not be expended or encumbered until UW Medicine provides input to the executive on a capital spending plan to ensure effective alignment with hospital operations. In April 2025, HMC CEO, Sommer Kleweno Walley provided input on the capital spending plan on behalf of UW Medicine. This letter is Attachment 5 to this staff report. 

Executive staff indicate that King County and UW Medicine, “engaged in an iterative, collaborative process that spanned more than five months. Regular meetings were held to support budget conversations, including biweekly Financial Planning meetings in which project details were discussed by King County and Harborview Medical Center (HMC) facilities and budget staff.  These were informed by ongoing project management and construction coordination between Harborview and the County. The projects contained within this proposal were prioritized by Harborview Medical Center as part of a prioritization and risk analysis exercise, completed in coordination with King County facilities management in January 2025.” 

Attachment A to the Proposed Ordinance outlines six capital projects that would be paid over six years as summarized in Table 1. 
Table 1. 
Proposed Projects Funded through Proposed Ordinance 2025-0165
	[bookmark: _Hlk49517045]Project Name
	Timeline
	Allocation
	Project Narrative 
Provided by Executive Staff

	CT Scanners 3 and 4 Auxiliary Loop Replacement – West Hospital

(Project No. 1149290)
	Anticipated completion in 2027.
	$13,890,000
	CT scanners require a cooling system to prevent overheating of the electronic components which generates a large amount of heat during operation. The cooling towers serving the imaging equipment in HMC’s West Hospital are beyond end of life and need to be replaced. Failure could mean large impacts to the operation of the imaging rooms that depend on these cooling towers for their cooling equipment. 

The proposed appropriation is anticipated to support all spending (staffing, construction, materials, etc.) during all phases of the auxiliary loop cooling tower replacement project including design, implementation, and closeout through anticipated completion in 2027.


	HVAC Controls Replacement

(Project No. 1149291)
	Appropriation for the first six years of a 10 year project. 
	$21,960,000
	HVAC in HMC serves as not only the Heating, Ventilation, and Air Conditioning system but also infection control through air filtration, airflow management, and humidity control. This project would pay for the incremental replacement and modernization of individual systems across several building throughout Harborview's campus. The first priority scope in 2025 is replacing the outdated Siemens Integrators in West Hospital and West Clinic. This will bring those systems fully onto the current building standard control system of Johnson Controls and eliminate a point of failure and modernize the controls components. 

The project is anticipated to last for 10 years and this appropriation would cover the first six years of work. 

	Ninth & Jefferson Major Heating Valve Replacement 

(Project No. 1149292)
	Anticipated completion in 2025.
	$825,000
	This project would replace all major isolation valves in the heating system of the Ninth & Jefferson Building, for a total of 40 valves. This work must be completed before the heating tube bundle is replaced (Project No. 1149293). 

	Ninth & Jefferson Major Heating Tube Bundle Replacement 

(Project No. 1149293)
	Anticipated completion in 2025.
	$313,000
	This project would replace one of the heating tube bundles in the 4th floor mechanical room of the Ninth & Jefferson Building is no longer operational and needs replacement. The building has been getting by with the use of the other heating bundle, which can cause capacity issues as well as increased risk if the other heating tub bundle fails. The isolation valves need to be replaced prior to this work (Project No. 1149292). 

	New Pioneer Square Clinic Location

(Project No. 1149294)
	Purchase 2025, planning and design 2026-2027.
	$7,500,000
	This allocation would fund the purchase of the Duncan Building (315 2nd Avenue) which is 0.1 miles from the existing clinic. This amount would purchase the building and pay for design and renovation. Additional detail about this project is later in this staff report. 

	Subbasement Steam Valves

(Project No. 1149618)
	9 months from funds becoming available
	$7,331,000
	This project would replace several elements of the steam system in the mechanical level of the sub-basement. This would provide:
 - new steam isolation valves 
 - allowance for a construction phasing approach for replacement of steam Pressure Reducing Valve stations
 - allowance for methods to maintain uninterrupted steam service to the Hospital, and 
 - allowance to test piping insulation for asbestos and abatement.

	GRAND TOTAL PROPOSED
	$51,819,000
	



County Hospital Levy Annual Issuance.  The County Hospital Levy is required to be reauthorized annually by ordinance. The proposed ordinance assumes at least some CHL tax revenue will be authorized through 2030. Table 2 outlines the portion of the CHL tax that would need to be levied through 2030 to support the continuation of the capital projects included in Proposed Ordinance 2025-0165. Table 2 does not include additional money that may be needed to complete all of these projects, such as the Duncan Building discussed in the next section of this staff report. However, if the CHL is not issued in years 2026 through 2030, Executive staff indicate that the Harborview bond program staff would work with Harborview to determine how the projects could be discontinued, delayed, or an alternative fund source could be identified, such as General Fund. 

Table 2. 
County Hospital Levy Cents Necessary to Support Proposed Projects
	 
	2025
	2026
	2027
	2028
	2029
	2030

	Projected cents of CHL tax needed annually for projects identified in PO 2025-0165
	2.2
	1.9
	0.8
	0.4
	0.4
	0.1

	Estimated amount needed annually for projects identified in PO 2025-0165 
	$19M
	$16.7M
	$7.3M
	$3.8M
	$3.8M
	$1.1M



New Pioneer Square Clinic Location.  The Pioneer Square Clinic provides outpatient physical and mental health services and is an HMC facility as defined in Exhibit 1 of the Hospital Services Agreement. The existing Pioneer Square Clinic building is aging and in need of upgrades and renovations to improve efficiency, safety, and patient experience. In the fall of 2024, rough estimates provided by FMD indicated that the cost to renovate was projected to be $32 million whereas purchasing a new building and making tenant improvements would cost $22.2 million. Executive staff stated in July 2025 that the existing clinic has been, “determined to be wholly inadequate for serving the population in size and array and cannot be expanded at the [existing] location.” Subsequently, the Executive has entered into a Purchase and Sale Agreement (PSA) for a new building to house the Pioneer Square Clinic and is proposing to pay for the purchase trough the Proposed Ordinance. 

The proposed appropriation includes $7.5 million for the purchase and design of the Duncan Building at 315 2nd Avenue for use as the new location of the Pioneer Square Clinic. This location is 0.1 miles from the existing clinic at 206 3rd Ave South. The purchase price of $6 million is $175,000 less than what it was appraised for on January 15, 2025. Executive staff indicate that the funding requested in the Proposed Ordinance is intended to cover acquisition and design costs and does not include future renovation costs. Table 3 below provides an initial estimate of the additional renovation costs associated with converting the building into the future Pioneer Square Clinic location. The current total estimate for purchase, design, and renovation of the Duncan Building is $29.3 million. These costs are estimates and dependent upon City of Seattle permitting determinations. 

Table 3. 
Estimated Future Cost of Converting the Duncan Building 
	 Cost Element
	Amount

	Tenant Improvements & Upgrades
	$12,423,000

	Soft Costs[footnoteRef:6] [6:  “Soft Costs” are not directly related to a construction task and may include such things as engineering, financing, general administration, permit fees, and legal fees.] 

	$4,770,000

	Fixtures, Furnishings, Equipment, and Medical Equipment
	$3,407,000

	Escalation to Midpoint of Construction (July 2027)
	$1,206,000

	Estimated Additional Costs
	$21,806,000



The Council Appropriation Contingency in Section 5.2 of the PSA to purchase the Duncan Building requires that Council appropriate sufficient funds to carry out the transaction by the deadline. This deadline has been extended through four amendments to the PSA related to due diligence and all extensions have been exhausted. Executive staff indicate that the Proposed Ordinance must be effective by September 30, 2025, to complete the purchase without the agreement expiring. 

Fund Name Correction.  The Proposed Ordinance would also correct the title of the Fund from the original name proposed in the 2025 budget, “Harborview Medical Center capital program 2020 Proposition 1 other revenues” to the final name that was recommended by Council’s legal counsel to clarify that the fund may pay for projects with an expanded scope beyond what was included in the 2020 levy approved by voters. Ordinance 19850 to create the fund was amended to change the fund’s name to “County Hospital Capital Fund”. This change was inadvertently left out of the 2025 budget ordinance and Proposed Ordinance 2025-0165 would correct the name. 
 
Timing.  Due to the Council Approval Contingency in the Purchase and Sale Agreement for the new proposed Pioneer Square Clinic location, the Proposed Ordinance must be effective by September 30, 2025, to finalize the purchase without the agreement expiring. 

Council’s legal counsel has reviewed the Proposed Ordinance and recommends the technical amendment described in the next section. 

AMENDMENT

Amendment 1 would correct an error in the amount of the appropriation in three places in the body of the Proposed Ordinance and replace the transmitted Attachment A with a revised Attachment A that corrects the name of the fund on the document. 
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