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SUBJECT

Proposed Ordinance 2018-0272 would authorize the Harborview Medical Center administrator to issue warrants and add a new section to Chapter 2.42 of the King County Code. 

SUMMARY

Proposed Ordinance 2018-0272 would authorize the administrator of the Harborview Medical Center to issue warrants for the hospital. In this context, warrants are checks and electronic forms of payments made by the hospital. Currently, the Finance and Business Operations Division, acting as the county treasurer, issues warrants on the hospital's behalf. 

BACKGROUND 

Harborview Medical Center was founded in 1877 as the six-bed King County Hospital in South Seattle. In 1931, the hospital moved to its present location overlooking Puget Sound where it currently consists of a 413 inpatient bed teaching hospital and serves Washington, Alaska, Idaho, and Montana as the region's Level 1 trauma center. While Harborview is owned by King County it is governed by a county-appointed board of trustees and managed by the University of Washington (UW). 

In February 2016 the King County Council passed Ordinance 18232 which approved the Harborview hospital service agreement. Section 7.5.3 of this agreement describes a commitment to efficient systems as a shared goal of between Harborview, King County, and UW Medicine. Specifically, Section 7.5.3 states, "In support of the goal of efficient operations that reduce operational expenses, the Parties agree that to the extent permitted by Applicable Law and policy of all Parties, the Medical Center may issue its own warrants and utilize UW Medicine financial and accounting systems whenever appropriate."[footnoteRef:1]   [1:  Ordinance 18232, Attachment A, page 29] 


ANALYSIS

According to state law, every county in Washington State which maintains a county hospital must establish a dedicated county hospital fund into which unrestricted moneys for hospital services must be deposited. The county may also maintain other funds for restricted moneys. Until 2016, obligations of the hospital were only to be paid by the county treasurer from the funds established for the hospital. In 2016, the Washington State Legislature passed HB 2427 related to local government modernization which amended state law pertaining to county hospital funds to allow warrants to be issued by the hospital administrator if authorized by the county legislative authority and the county treasurer.[footnoteRef:2] In King County the Finance and Business Operations Division (FBOD) serves as the county's treasurer and the Executive Director of Harborview serves as the hospital administrator. [2:  RCW 36.62.252] 


On February 21, 2018, FBOD received a request from Harborview's Executive Director to authorize the hospital to process warrants on their own behalf. FBOD’s director, acting in his capacity as the County’s treasurer, approved the request on April 13, 2018 subject to authorization from the County Council through the adoption of Proposed Ordinance 2018-0272. 

Proposed Ordinance 2018-0272 would authorize Harborview's hospital administrator to issue warrants (processing and printing) for the medical center subject to the requirements and limitations of state law and the following:
1. The warrants shall issue from the county hospital fund and drawn on an account maintained with the financial institution with which the county has its banking services agreement;
2. The warrants shall be issued in a manner consistent with any written procedures established by FBOD and/or the office of performance, strategy and budget;
3. Harborview will coordinate with FBOD staff in the treasury section to ensure fiscal responsibility, accountability and auditing as needed;
4. The administrator may not issue warrants for Harborview capital projects administered and managed by King County, however warrants for Harborview capital projects managed and administered by the University of Washington under the terms of the Hospital Services Agreement dated February 25, 2016 may be issued by the administrator; and
5. The administrator must be the signatory on the warrants.

FBOD's accounts payable unit processes approximately 1,200 warrants per month for Harborview's business operations. Both FBOD and Harborview maintain accounting records of each warrant. This means that when warrants need to be canceled, reissued, voided or changed King County accounts payable staff take the appropriate action on each warrant and Harborview finance staff revise their records in order to match the accounting activity. Executive staff report that the current process is inefficient because it duplicates the work in maintaining accounting records and allowing Harborview to issue their own warrants would reduce waste in the payment process and allow accounts payable to provide better customer service to other vendors and contractors. 

According to Executive staff, under Proposed Ordinance 2018-0272 King County will continue to serve as the treasurer for Harborview and all of Harborview’s warrants would continue to be drawn on the County treasury which is managed by FBOD staff. According to Executive staff, King County will continue to provide the same level of oversight of the warrant reconciliation process under the Proposed Ordinance. This consists of King County staff reviewing warrants issued by Harborview to ensure warrants were legitimately issued. King County staff would also coordinate between the district and the bank, handle the warrant reconciliation, and work with Harborview on any “mismatch” items, i.e. when the redemption information from the bank doesn’t agree with the issuance data provided by the district. The warrant reconciliation process as it stands now and would continue to do so under the proposed arrangement assists in detecting fraud.

Furthermore, according to Executive staff, "Harborview’s financial statements are audited each year by an independent consulting firm (KPMG).  The accounts payable function is always an area reviewed by their auditor.  The State Auditor’s Office also conducts:  (1) an annual single federal audit, which focuses on a review of Harborview’s financial statements and compliance with federal grant regulations; and (2) periodic fraud audits."

There is no fiscal impact of the Proposed Ordinance. 

AMENDMENT

Amendment 1 would remove Section 2 of the Proposed Ordinance stating July 1, 2018 as the date upon which the ordinance would take effect and stating the applicable section of Washington State law as RCW 36.62.232. 

ATTACHMENTS

1. Proposed Ordinance 2018-0272 (and its attachments)
2. Amendment 1

INVITED

1. Ken Guy, Director, Finance and Business Operations Division  
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