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REVISED STAFF REPORT
Proposed Ordinance 2005-0268 was reported out of committee with a do-pass recommendation on July 27, 2005
SUBJECT:
AN ORDINANCE making a supplemental appropriation of $1.76 million to construct additional parking at the Ninth and Jefferson Building (NJB) of the $292.8 million Harborview Bond Project.

SUMMARY:


Harborview has the opportunity to add-back the one-half additional floor of parking which had been previously approved by Council in 2003 but subsequently reallocated as an additive bid alternate as part a cost reduction effort resulting from unanticipated soil contamination costs at the NJB site.  The project is further along, parking demand remains very strong, and parking revenues have met and exceeded previous projections.  As a consequence the Bond Oversight Committee has recommended that additional revenue backed expenditure authority be added to the project to pay for the added parking.  The debt service on the $1.7 million additional cost will be paid for with Harborview parking revenues and is not part of the voter approved bonds. The additional parking will add 86 additional spaces at the NJB.  These additional spaces will bring the total parking capacity in the NJB to 630 vehicles.

BACKGROUND:
Harborview Medical Center (HMC) is a comprehensive health care facility owned by King County, and governed by an appointed Board of Trustees and managed by the University of Washington.  Its primary mission is to provide high quality health care to the residents of this region, in particular to the indigent and underserved residents of King County.  Serving a four-state region, Harborview is home to the nationally renowned level-one trauma center and Medic One Emergency Response Unit.

Scope:  King County voters approved a $191 million in bond funding to support facility improvements at Harborview.  The project includes:

· Seismic stabilization of the east wing inpatient facility.

· Elimination of two older buildings due to seismic risk.

· Construction of new facilities to house the displaced functions.

· Expanded critical care capacity.

The voter approved bond funds combined with interest earnings and contributions from Harborview reserves brought the total project budget estimate to $263 million.

Added Scope:  On August 25, 2003 the Council adopted Ordinance 14744 which provided for a $29.6 million revenue backed scope increase to the Harborview Bond Program:

· Additional Parking:  The addition of one floor of parking for 150 vehicles to be constructed below the lowest current designed parking levels of the Ninth & Jefferson Building (NJB)

· Shelled Floors:  The addition of two “shelled” floors above the current approved program plan for the NJB 

· Tenant Improvements:  Tenant Improvements to fit out the two “shelled” floors of the NJB noted above.

The added scope increased the total Bond Program to its current total of $292.8 million.  Revenues to support the increased scope were based on a combination of University of Washington space usage (rent) reimbursements and Harborview parking revenues.  

In 2004, as part of the cost reduction exercise necessary to accommodate unanticipated soil contamination costs at the NJB site, the Harborview Project Review group evaluated and proposed eliminating one half floor of parking from the base project to keep the project within budget.  However, the parking is included in the project design as an additive bid alternate in order to allow a future opportunity to include the parking should parking demand and future parking revenues be sufficient to support the additional cost.  This decision was reviewed with the BFM Committee and addressed in the April 2004 Monthly Report.  If this supplemental appropriation request is approved the total Harborview Bond Project will be increased to $294.5 million.

In April 2005, the Bond Oversight Committee (BOC) was faced with a need to approve a shoring system design.  The BOC approved $100,000 for a more expensive shoring system in order to keep the option open to allow for the possible future additional parking.  This added cost would be lost if the parking were not added later.  The current estimate for the additional parking includes a deduct for the $100,000 already encumbered.

ANALYSIS

A copy of the current Harborview Bond Project Monthly Report for June 2005 is included in the staff report in Attachment #4
Scope:  The proposal to add back one-half floor of parking below the NJB will result in an increase of 86 parking spaces which were previously deleted.  The Council previously approved this scope addition in August 2003.

Schedule:  A copy of the project schedule is included in Attachment #5.  Selected key milestone dates are summarized below:

December 4, 2007

Inpatient Expansion Building Substantial Completion

August 1, 2008

North Wing Seismic Upgrade Completion

March 14, 2008

Ninth & Jefferson Building Substantial Completion

December 31, 2009

Project Development Activities Complete

Budget:  A copy of the $1.76 million cost estimate for the additional parking is included in Attachment #6.

Financing Plan:  A summary of the Harborview Bond Project borrowing and debt service for parking is shown in the following table:

	Borrowing and Debt Service for Harborview Parking

	
	Budget
	Interest
	Transaction
	Gross Borrowing

	Initial
	$18,200,000
	$0
	$182,000
	$18,382,000

	1st Amendment
	6,010,700
	503,271
	65,798
	6,579,769

	2nd Amendment
	1,760,000
	147,363
	19,266
	1,926,630

	Total
	$25,970,700
	$650,635
	$267,064
	$26,888,399


Interest Rate


6.00%


Annual Debt Service
$2.32 million

Term



20-Years

Parking Cost Recovery Strategy:  According to HMC staff the additional parking spaces will help Harborview offset a Major Institution Master Plan (MIMP) requirement for 500 additional parking spaces by 2010 and allow Harborview to eliminate its current off-site leasing of parking spaces (Howell & Boren).  The demand for parking at Harborview is high and currently over 100 Harborview staff are on a waiting list for a parking space. Harborview parking operations will finance the debt service for the above parking including this request.  Cost recovery strategy for parking is intended to come from increased parking revenues.  The parking revenue analysis is based on increasing parking rates over time to align with market rates.  It should be noted that Harborview rules preclude the use of parking revenues on the Bond project for anything except the construction of parking.  Should the bids for the parking alternate be lower than the estimated $1.76 million, then any residual amount would revert back to the Harborview parking fund and could not be used for other Bond Project costs.

A summary of the overall Harborview Bond Project appropriations to date is included in Attachment #7.

Harborview’s Financial Capacity:  The Harborview Board of Trustees and the Oversight Committee have endorsed the addition of parking capacity as proposed based on the following:

· Harborview parking operations has the financial ability to fully meet the required debt service payments.  

· The projected 2007 year-end surplus fund balance will be over $2.5 million.

· Assuming a very conservative interest rate of 6% on the new issuance, there will be sufficient revenue to support the debt service over the term of the loan.

· Two-years of negative annual cashflow are anticipated following new debt issuance in 2008,  however; the surplus is never projected to fall below $1.8 million.

· There continues to be a high demand for parking on the campus with over one hundred staff on waiting lists. 

· The combination of, demand for parking and the scheduled incremental increases in parking rates, supports the financial viability of this proposal.  

HARBORVIEW BOND PROJECT AGREEMENT:

Council Authorization Required:  The proposed additional scope increase represents a $1.7 million increase to the approved program budget.  Ordinance 14295 adopted the Bond Project Management Agreement and established the Bond Oversight Committee.  This Ordinance requires council authorization by Motion before the county’s BOC representative can vote to approve changes to scope, schedule or budget that exceed the following thresholds:

1. Single change order exceeding one million dollars 

2. Overall increases in the approved project budget

Scope Changes: Section 4.5.3 of the Management Agreement states the following:

Scope changes to the Approved HMC Project Budget or Approved Project Budgets contained therein, may be recommended to the Oversight Committee to be funded by HMC upon approval of Board.  The Oversight Committee shall approve such Board requested scope changes, funded by HMC, provided the change facilitates the operation of the medical center and any cost, scope or schedule impacts to other aspects of the HMC Project or portions of same or on HMC’s long term capital project budget are adequately addressed by the HMC funding, or otherwise.  Such approval shall not be unreasonably withheld.

Independent Project Monitoring Consultant Review:  The project monitoring consultant (Vanir Construction Management Inc.) has reviewed the proposed scope increase as discussed at the May and June Bond Oversight Committee Meetings and had no objections.  A separate report by Vanir was not prepared for this proposed supplemental appropriation request.  Council staff discussed the proposal with Vanir’s representative on two occasions and confirmed that Vanir is comfortable with the proposal, cost estimate and revenues.  

Per King County Code 4.04.075, a fiscal note outlining the fiscal impact of this legislation is required and is included in Attachment #3.

Reasonableness:  Based upon this analysis, passage of Proposed Ordinance 2005-0268 constitutes a reasonable business decision.

Pros:

· The scope was previously approved by the Council

· The proposal has been reviewed and approved by the Harborview Bond Oversight Committee and Harborview Board of Trustees.

· Parking demand is high and revenues appear more than sufficient to cover the added cost.

· The additional parking will help Harborview meet its Major Institutions Master Plan (MIMP) parking requirements and reduce its off-site leased parking needs.

· According to Vanir, the current parking rates at Harborview are below market.

Cons:

· The bids have not been received at this point and there is a risk that the proposed $1.76 million will be insufficient to pay for the parking additive alternate.

· The revenue plan for parking is based on regular interval parking rate increases over time.

· A decision to not approve the request would result in a loss of $100,000 already encumbered for shoring.

INVITED:

· Calvin Hoggard, King County Representative, Bond Oversight Committee

· Elise Chayet, Director Planning & Regulatory Affairs, Harborview Medical Center

· Lori Mitchell, Harborview Administration
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