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SUBJECT

Proposed Ordinance 2017-0174 would make an appropriation of approximately $28 million to the Harborview Medical Center to repair significant damage to the electrical system caused by a 2016 malfunction of the fire suppression system. The costs would be reimbursed through an insurance settlement. 

SUMMARY

A routine test of the Ninth and Jefferson Building’s (NJB) fire suppression led to a failure of the system which flooded parts of each floor of the building. Harborview Medical Center staff repaired the flood damage to the various floors – however, it was later determined that the water damage was significantly more extensive than previously believed.  Water damaged the NJB’s electrical system, including those systems that also provide power to the Maleng Building, which houses critical care functions such as nursing beds and operating rooms. 

The County Executive declared an emergency on March 2, 2017. The County’s insurer for these types of claims, Zurich International, is expected to fund the full cost of the claim as part of an insurance settlement. 

BACKGROUND 

Harborview Medical Center (HMC) was founded in 1877 as a six bed county hospital. It expanded and moved several times before ending up in its current space on First Hill in Seattle in 1931. Today, HMC is a 413-bed Level 1 trauma center. It is the only level 1 trauma center in Washington State and also serves Alaska, Idaho and Montana. The hospital is owned by King County, overseen by a Board of Trustee appointed by King County and operated under contract by the University of Washington (UW). It annually provides more than 17,000 admissions, 60,000 emergency department visits and more than 250,000 clinics visits. 

The Ninth and Jefferson Building (NJB), which is a building on the campus and the subject of this staff report is a 14-story medical office building that was built as part of the most recent bond project. It also provides additional parking and backup utility and power generation for other parts of the HMC campus. The building is largely occupied by UW and HMC tenants, but also houses the County’s Sexually Transmitted Disease Clinic, Involuntary Treatment Act (ITA) Court and the King County Medical Examiner. 

ANALYSIS

HMC’s capital funding is unique in that the operations are allocated between UW Medicine and King County due to the management agreement. However, the County adopts a capital improvement program for the hospital each year.[footnoteRef:1] [1:  UW Medicine operates on an annual budget. ] 


The 2017 capital budget, totaling $10.1 million, was adopted in November 2016. This appropriation would bring the current budget to approximately $38.3 million. However, this additional appropriation would be revenue backed by insurance proceeds.  It should be further noted that the County does not incur any operating costs associated with HMC except for the tenancy of County agencies who pay their pro-rata share of costs for use of the facility. Historically the County’s contribution has been through major capital bond measures. 

Damage Timeline

Damage beyond the flooding was suspected immediately after the occurrence. However, it took several months for the necessary inspections by engineers, inspectors, the manufacturers and the insurance companies. The Executive has requested that this item be passed as an emergency to begin effectuating the repairs as soon as possible. 

Project Budget

The replacement and repairs to the electrical system are expected to cost approximately $28.1 million and would be fully funded by a settlement between UW Medicine and its insurer, Zurich International. The policy deductible, $250,000, will be paid by UW. 

The County, as the building owner, will be the budgetary authority for this project as it moves forward. This is consistent with how capital projects at HMC are addressed on other major projects as well. 

Mandatory Phased Appropriation

Under the King County Code provisions[footnoteRef:2] related to Mandatory Phased Appropriation (MPA), a process for increasing oversight of and appropriation restrictions for certain capital projects, the Executive has the authority to designate a high-profile or risky project immediately as a MPA project outside of the normal process overseen by the Joint Advisory Group on Capital Projects (JAG). The Executive has chosen to do that with this project. While the appropriation before the Budget and Fiscal Management Committee is the current projection of the total project cost and therefore this project would not be subject to phased appropriations, the designation will lead to increased oversight and reporting on the project. The Executive similarly chose to designate the King County Courthouse electrical distribution system project[footnoteRef:3] as a MPA project.  [2:  KCC 4A.130.020]  [3:  Ordinance 18341] 


ATTACHMENTS

1. Proposed Ordinance 2017-0174 with Attachment A
2. Transmittal Letter
3. Fiscal Note
4. Capital Appropriation Proposal
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