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Metropolitan King County Council
Budget and Fiscal Management Committee

STAFF REPORT

	Agenda Item:
	6
	Name:
	Sam Porter

	Proposed No.:
	2024-0117
	Date:
	June 26, 2024



SUBJECT

A proposed ordinance that would make an appropriation of Harborview Bond revenue to purchase four parcels adjacent to Harborview Medical Center in Seattle. 

SUMMARY

Proposed Ordinance 2024-0117 would make a supplemental appropriation of $52,065,500 to the HMC Capital Program 2020 Prop 1 fund to facilitate the purchase of property at 755 Alder Street in Seattle. The property consists of four parcels in the Yesler Terrace Master Plan Community totaling 1.63 acres adjacent to Harborview Medical Center on Alder Street. The land is currently vacant. The property was previously sold by the Seattle Housing Authority to Kaiser Permanente. King County would purchase the property through an off-market sale from Kaiser Permanente. 

BACKGROUND 

Harborview Medical Center (HMC) serves as the only Level 1 trauma center in the four-state region of Washington, Alaska, Idaho, and Montana. Harborview prioritizes serving the non-English-speaking poor, the uninsured and underinsured, people who experience domestic violence and/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. The current County Council approved a ten-year Hospital Services Agreement that runs until the end of 2025, with two ten-year extension options, making the potential length of the agreement up to thirty years. [footnoteRef:1]  [1:  Ordinance 18233] 


King County placed a proposition on the November 2020 ballot authorizing the issuance of $1.74 billion in capital bonds to fund public health, safety, and seismic improvements for HMC. King County voters approved this bond levy with more than 76 percent of the vote. The health and safety improvements described in Attachment A of Ordinance 19117 include such things as:
· New construction and renovation of existing buildings to increase critical health care capacity; updating and expanding infection control capability; and expanding capacity for behavioral health services. 
· Renovation, retrofitting, and improvements to existing buildings to increase seismic stability.
· Upgrade of mechanical, electrical, wayfinding, and other building and physical plant systems.
· Street improvements, landscaping, and mitigation required in connection with the above improvements. 
· Demolition of buildings.

Revised Bond Program.	A March 7, 2023, report produced by the bond project management firm, Vanir, in conjunction with Cumming,[footnoteRef:2] provided a probable cost of construction through the end of 2028. According to the report, due to escalation rates and inflation occurring between 2021 and 2023, the cost of accomplishing the original projects outlined in the Harborview Leadership Group (HLG) Report[footnoteRef:3] are estimated to be approximately $889 million more than anticipated. These projections only consider cost escalation and not forecasted inflation.  [2:  Cumming | Project Management + Cost Consultants; https://cumming-group.com/about-us/ ]  [3:  Report 2020-RPT0054, https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=4413750&GUID=D491DB96-01D1-4088-A8D0-3AA6D9D40BF7&Options=Advanced&Search=] 


As a result of this report, Ordinance 19583[footnoteRef:4] established an ordinance workgroup (OWG) to develop a revised program plan to identify what aspects of the original HLG report can be built within existing 2020 HMC Bond revenue. The OWG's revised program plan was approved through Motion 16435[footnoteRef:5] and consists of two key components: a new 10-story bed tower with seven finished floors and three shelled floors, and expansion of the Involuntary Treatment Act (ITA) Court, Medical Examiner's Office (MEO), Tuberculosis (TB) Clinic, Sexual Health Clinic, and Public Health Lab. The revised program plan suggests two tiers of additional priorities to accomplish the remaining original HLG program plan if new revenue becomes available.  [4:  Ordinance 19583, https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=6038857&GUID=CFD56215-F3AB-4563-877E-519F3E9B58D0&FullText=1 ]  [5:  Motion 16435, Attachment A is Attachment 4 of this staff report. https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=6304288&GUID=A8F80E18-C077-4567-9563-7C78AB4A2AEF ] 


ANALYSIS

	HMC Capital Program 2020 Prop 1 Fund
	$52,065,500

	
2023-2024 Adopted Budget:
	
 $44,800,000

	Supplemental Appropriations to Date:
	 $0

	Total Appropriation to Date:
	 $44,800,000



If approved, Proposed Ordinance 2024-0117 would authorize a supplemental appropriation of approximately $52 million to the to the HMC Capital Program 2020 Prop 1 fund for the purchase of this property. An appraisal dated May 17, 2024, determined a fair market value for the property of $51 million. The property is currently owned by Kaiser Permanente, which purchased it from the Seattle Housing Authority in 2021 for $36 million. According to a Seattle Daily Journal of Commerce article from 2021, Kaiser planned to build a nine-story building on the site that would have had approximately 260,000 square feet of clinics, offices, and labs, valued at more than $500 million.[footnoteRef:6] The property is currently vacant and being leased by Northwest Kidney Centers for construction lay down and parking. That lease expires July 21, 2024. [6:  Seattle Daily Journal of Commerce, Kaiser Permanente pays over $36M for Yesler Terrace site https://www.djc.com/news/re/12137643.html ] 


The property is included in the Yesler Terrace Master Planned Community; therefore any projects would need to satisfy the development regulations for the Yesler Terrace Master Plan zone. Council staff were recently made aware by staff at the City of Seattle that development of this property is not governed by the master plan processes of Seattle Municipal Code (codified at SMC chapter 23.69), but rather the development regulations in chapter 23.75 of SMC. Executive staff indicate they are conducting a land use and development authority analysis to inform a decision of whether it is possible to amend the HMC MIMP to include this property. If the HMC MIMP were amended this would also require an amendment to SMC chapter 23.75 to remove the property from the Yesler Master Plan Community zone. Under SMC 23.75, development of the property is required to conform to the requirements of that code chapter; to deviate from the requirements would require a code amendment, necessitating Seattle Council action.  Staff analysis regarding whether Yesler Terrace Master Plan development code provisions would restrict the height of a building constructed on this site is ongoing. Additionally, there are additional covenants, conditions and restrictions recorded against the property that limit its uses and require additional approvals from entities such as the Yesler Terrace Owners Association. Executive staff indicate that medical buildings, such as those previously proposed by Kaiser, would be allowed.

Executive staff state that if purchased, the short-term plan for the vacant property would be construction lay down and parking for the 2020 HMC Bond project. The long-term plan would be to construct a building that includes parking and may include outpatient clinical behavioral or physical health programs, or medical respite but there is no specific defined use at this time. Executive staff state that a portion of the $5M provided in the 2024 State Legislative Session will be used to conduct a feasibility analysis and preliminary design scope for a potential structure on this site. 

Facilities Management Division Director, Anthony Wright, stated in BFM on May 22, 2024, that there would be approximate $50 million to $70 million cost savings by moving parking out from underneath the bed tower building to a separate location. Executive staff indicate that a parking-only structure is not a conforming use within the development covenants of the Yesler Master Plan. Therefore, if the property remained in the Yesler Master Planned Community, a building constructed on the site would need to include parking and another use. However, according to executive staff, “if the county pursued the expansion of the Harborview MIMP to include this parcel, then a parking only structure might be allowed under the Major Institution Overlay. However, this expansion would add time to our major amendment process and might trigger an entirely new MIMP." 

Executive staff provided Vanir's preliminary cost analysis for a medical office building on the site; this estimate only considers direct construction costs and does not include contingency.[footnoteRef:7] The estimate for 551,000 square feet of office space over 18 floors, and 160,000 square feet of parking is $535.9 million on the high range, and $445 million on the low range. Executive staff state that they are seeking state funding to support a project on this site. If state funding does not materialize and HMC Bond revenue were used to support the project, it would use more than 30 percent of existing HMC Bond revenue currently programmed to support the bed tower.  [7:  The cost analysis is Attachment 5 to this staff report.] 


Revised Bond Program.  The Recommended Program Plan for Harborview Medical Center Health and Safety Improvements (OWG Plan) adopted in August 2023 consists of a new 10-story bed tower and expansion of specific King County operations (ITA Court, MEO, TB Clinic, Sexual Health Clinic, and Public Health Lab).[footnoteRef:8] The Recommended Program Plan provides two tiers of suggested priorities to accomplish the remaining original HLG program plan if new revenue becomes available. Table 1 summarizes these suggested priorities.  [8:  Motion 16435, https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=6304288&GUID=A8F80E18-C077-4567-9563-7C78AB4A2AEF ] 

Table 1. Recommended Program Plan Suggested Priorities 
with Additional Funding
	Tier
	Component Summary
	Description
	Estimated Cost/Range*
*Subject to modification

	First
Tier
	A. Build four additional shelled inpatient floors in a larger tower

	• Build a larger 14 story tower instead of 10 story base tower
• Provides additional single patient room capacity
• Possible if funding is identified before August 2025
	• $80M for four shelled floors
• Additional $72M to finish four shelled floors

	
	B. Finish the three shelled inpatient floors in the base new tower

	 • Finish three shelled inpatient floors in 10 story base tower
• Provides additional single patient room capacity
	• $54M

	
	C. Expand outpatient behavioral health space in new or existing space

	 • Build a new building OR renovate Pat Steel building
• Expand outpatient behavioral health services/ programs spaces, including Behavioral Health Institute
• Co-locate behavioral health services and programs, including Behavioral Health Institute, in new or remodeled space
	• $250M new building
• $130M to renovate

	
	D. Renovation or adaptive reuse of Harborview Hall

	 • Address life safety and seismic issues
• Provide space for up to 150 respite beds and 
office space
• Maintain enhanced homeless shelter in most appropriate location
	• $170M adaptive reuse
• $80M partial renovation
• $320M full renovation

	Second
Tier
	E. Address life safety and seismic issues and increase space in Center Tower
	• Address life safety and seismic issues
• Improve and modernize space for offices
	• Costs TBD

	
	F. Address life safety and seismic issues and improve clinical operations at Pioneer Square Clinic
	• Renovate existing space OR relocate
• Address life safety and seismic issues
• Improve clinical operations
	• $30M to renovate
• $9M+Market to relocate

	
	G. Address life safety and seismic issues with East Clinic
	• Address life safety and seismic issues
• Demo or mothball
	• $12M to demolish
• TBD mothball cost



As described in Table 1, the Item C under the First Tier of priorities is the only item that includes a possible new building be constructed if additional revenue becomes available. This is described as supporting expanded outpatient behavioral health space with an estimated cost of $250 million. 

When asked what aspects of the revised program plan would be accomplished through this proposed acquisition, executive staff indicated that they are seeking additional funding from the state to support programming at this location and that they, “do not know yet what specific aspect of the OWG Plan this purchase would fulfill other than parking construction cost reduction piece. As the site cannot be solely used as a parking structure, we are still in the process of analyzing other potential options based on other additional potential revenue possibilities. […] When we know what elements of the bond program could be addressed through the new location, the executive will notify the council about needed substantive changes and program changes associated with additional revenue as outlined in the [OWG Plan]."

Timing.  FMD is in the process of conducting phase one of due diligence, the period for which expires July 27, 2024. Council would need to act on the Proposed Ordinance before July 27 to avoid the agreement terminating. 

Council's legal counsel has reviewed the legislation and analysis is ongoing. 

INVITED

· Tony Wright, Director, King County Facilities Management Division (FMD)

ATTACHMENTS

1. Proposed Ordinance 2024-0117 (and its attachments)
2. Transmittal Letter
3. Fiscal Note
4. Recommended Program Plan for Harborview Medical Center Health and Safety Improvements (OWG Plan), August 2023
5. 9th & Alder Building, Preliminary Cost Analysis, Vanir, May 22, 2024
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