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STAFF REPORT

SUBJECT:  

Proposed Motion 2002-0160 recommends the inclusion of a project labor agreement (PLA) for the Harborview Medical Center (HMC) bond program and provides direction to the county’s representative on the oversight committee.
BACKGROUND:  Response to Council Action

Proposed Motion 2002-0160 and its supporting documentation were transmitted to the council in response to the council’s adoption of Ordinance 14295.  This adopted ordinance contained two key actions:

· First, it authorized and directed the executive to enter into an agreement for the provision of project management services between the University of Washington (UW), HMC, and King County, for the HMC Seismic Stabilization and Critical Care Expansion Project; and

· Second, it directed the executive to “evaluate whether one or more PLAs would reasonably achieve the HMC Project’s labor, employment, and economic objectives and facilitate the completion of construction contracts on time and within budget.  The executive shall transmit to the council by April 3, 2002 a report with detailed findings regarding the benefits and costs of such requirements...”
Proposed Motion 2002-0160 and the accompanying report on PLAs are the executive’s response to the second item listed above.  
BACKGROUND:  
Haborview Medical Center Seismic Stabilization and Critical Care Expansion Project
Operational Master Plan

On July 5, 2000, the Council adopted Ordinance 13888 which approved the Harborview operational master plan (OMP) and amended Harborview’s long range capital improvement program plan to reflect the need to begin a significant seismic stabilization effort and inpatient capacity expansion program.  The Council also adopted Ordinance 13889 that approved the elements of the Medical Examiner’s operational master plan necessary to move forward with capital improvements related to seismic and capacity needs. 

Voter Approved Bond Measure

On July 10, 2000, after approval of the OMP, the Council adopted Ordinance 13896 that put a $193 million bond measure before the voters which would fund the Harborview and the Medical Examiner’s proposed capacity expansion and seismic improvements.  Proposition 1, Harborview Voter Approved Bond Measure, was approved with 61 percent of the vote on September 19, 2000.  Subsequently, on October 9, 2000, the Council adopted Ordinance 13963 setting the terms and conditions for the first sale of voter approved bonds to fund the project.  On January 22, 2001, the Council adopted Motion 11106 accepting the winning competitive bid for the bonds.

Project Management Agreement

On March 4, 2002 the council adopted ordinance 14295 authorizing and directing the executive to enter into an agreement for the provision of project management services between the University of Washington, Haborview Medical Center, and King County, for the Haborview Medical Center Seismic Stabilization and Critical Care Expansion Project.  This project is a part of Harborview’s Long Range Capital Improvement Plan, consisting of multiple projects all with the objective of seismic stabilization and expansion of critical capacity. 
Oversight Committee

Article 4 of the Project Management Agreement directs the establishment of an oversight committee that shall be comprised of representatives from the University of Washington, King County, and Board of Trustees for Harborview Medical Center.  The oversight committee has certain responsibilities related to monitoring progress and approval actions, including:

· Monitor the formation of a comprehensive program scope, budget, and schedule;
· Review, and approve or disapprove, project scope statements, project budgets and cashflow projections;
· Monitor the overall progress of the project;

· Review, and approve or disapprove, certain changes to the project scope;
· Review, and approve or disapprove, claims arising in connection with the provision of goods or services under the GC/CM contracts (see Article 4.3.5 for specific parameters);
· Review, and approve or disapprove, the use of unexpended funds based upon proposal by the Board of Trustees for Harborview Medical Center;

· Review, and approve or disapprove, any changes to a project design schedule that would materially affect a project budget.

The University, County, and HMC Board shall each have one vote on the oversight committee, and all actions of the committee must be unanimous of the three voting members to be valid and enforceable.
Scope

· Seismic stabilization of the inpatient facility;

· Elimination of two older buildings due to seismic risks;

· Construction of new facilities to house the displaced functions;

· Expanded critical care capacity.

Further refinement to the scope will be done by the project manager (University of Washington) and subject to review and approval by the Oversight Committee as outlined in the agreement.
Schedule

	Construct new Multi-Use Building
	September 2003

	Demolish Harborview Hall
	March 2004

	Renovate Emergency Dept
	June 2004

	Construct 9th Ave Bridge Bldg
	March 2006

	Renovate E. Hospital North Wing
	September 2007

	Construct Clinical Services Bldg
	September 2008

	Complete Street Improvements
	March 2009

	Demolish East Clinic
	March 2009


This schedule is an estimate; a more detailed schedule will be developed by the project manager (University of Washington) and subject to review by the Oversight Committee as outlined in the agreement.
Budget
The estimated budget for the project over the ten-year construction period is $257 million. The project estimate currently reflects a 4.25 percent increase for construction inflation during the term of construction.  The project budget broken down by building is as follows:

Expenses*
(2000 dollars in thousands / construction escalation NOT included in individual project numbers)
	Property acquisition
	         2,000 

	Multi-use bldg
	       24,062 

	Clinical services bldg
	       95,622 

	east hospital renovation for emergency dept
	         3,063 

	Demolish Harborview hall/ South wing
	         4,452 

	Inpatient expansion
	       70,027 

	Renovate east hospital north wing
	       10,061 

	Street improvements
	         1,350 

	East clinic demo
	         3,147 

	SUBTOTAL 
	      213,784 

	Additional Construction Escalation
	43,567

	TOTAL
	      257,351 


Revenues
(2000 dollars in thousands)
	Bond Proceeds
	193,000 

	Interest Income
	       15,500 

	HMC Parking Revenue
	       17,300 

	HMC Capital Funds (equip.) + interest earnings
	        38,700

	Subtotal 
	264,500

	Less:  Medical Examiner build out and equip.
	-5,275

	Underwriting expense
	-1,930

	Total
	257,295


Again, further refinement to the scope, schedule and budget will be done by the project manager (University of Washington) and subject to review and approval by the Oversight Committee outlined in the agreement.

BACKGROUND:  Project Labor Agreement (PLA)
PLAs are allowed under the National Labor Relations Act, and are generally designed for unique construction projects with specific needs, i.e. complex scope, extended schedule, or significant size.  PLAs are typically used to establish a uniform set of working conditions and to secure a schedule with no strike and no lock-out provisions for the life of the project.  When implemented, PLAs can serve as a risk management tool to help manage the uncertainties of large and complex projects.  
The U.S. Department of Transportation has defined a PLA as follows:

a project specific agreement, negotiated at the outset of a construction project, between the project owner, the contractor, subcontractors, and the unions representing the crafts that are needed for the project.  Under the PLA, the project owner, the contractor, subcontractors, and the unions agree on the terms and conditions of employment for the duration of the project, thus establishing a framework for labor-management cooperation to advance the Government’s procurement interest in cost, efficiency, and quality.  Also, a PLA contains a comprehensive no-strike clause to guarantee that the project will be built without strikes, lock-outs, or other disruptions which could delay project completion and increase costs.

EXECUTIVE FINDINGS:  Response to Ordinance 14295 

As mentioned previously, Ordinance 14295 directed the executive to evaluate the potential use of PLAs on the HMC Project, as well as the benefits and costs, and then report back to the council.  Proposed Motion 2002-0160 and its supporting documentation serve as the response to that directive.  In preparing his report, the executive reviewed several local projects that used PLAs, reviewed two comprehensive studies that examined the use of PLAs on public sector projects, and contacted project managers and organizations to assess their experience using—and not using—PLAs.  Please see Attachment # 2, the executive’s Letter of Transmittal, for a more detailed description of the research methodology and findings of the report.  Complete copies of the report were delivered to all councilmembers.
PLAs have been used as a project management tool on several large local projects, including:  Safeco Field, Port of Seattle’s Pier 66 and the South Airport Terminal projects, Seattle Public Utilities’ Tolt Treatment Facility, Seahawks Football Stadium, Seattle Public Library, among others.  Executive staff contacted representatives from these public agencies to identify the pros and cons of including PLAs in their respective projects.  It should also be noted that executive staff contacted project managers for major projects that did not use PLAs to assess the success of those projects.
The executive also reviewed two studies on PLAs, prepared by Tucker Alan Inc. and Bechtel Construction.  These studies were commissioned by Sound Transit to provide independent analysis and information that would assist decision-makers with their evaluation of the use of PLAs on Sound Move construction projects.  

Based upon these sources, the executive’s report makes the following findings:
1. PLAs may streamline the construction schedule by reducing labor-related disruption during the term of the HMC Project.  Because a PLA contains a comprehensive no strike clause to guarantee that the project will be built without strikes, lock-outs, or other labor-related disruptions, a PLA will reduce the risk of labor-related delay and thereby streamline the construction schedule.
2. PLAs may reduce labor-related disputes impacting the operation of the Harborview Medical Center during the construction schedule.  Harborview Medical Center is the regional trauma care center and provides teaching, research and clinical care and will continue providing these services during the construction schedule.  By reducing the risk of labor-related disruptions, a PLA may also reduce the risk of labor-related disputes impacting the operation of the hospital.
3.   PLAs may ensure access to skilled labor.  Despite the recent economic downturn, the construction industry is still facing an ongoing and nationwide shortage of skilled labor.  By using union hiring halls to obtain craft labor, PLAs provide access to a larger skilled labor pool than may be available to non-union contractors.

4. PLAs may promote diversity of HMC Project workforce and increase apprenticeship opportunities.  Non-union contractors normally have limited access to registered apprentice labor.  By allowing non-union contractors equal access to registered apprentice labor through union hiring halls, a PLA can increase access to apprenticeship opportunities, particularly among traditionally underrepresented segments of the workforce, such as minorities, women and the disadvantaged. 
5. Opposition to PLAs may be mitigated by allowing a negotiated number of core employees for non-union shops, allowing non-union shops which provide their own benefits to waive the duplicative union benefit requirements, and waiving union-labor requirements on a case by case basis for regional MWBEs and small disadvantaged businesses.  
6. Additional costs associated with negotiating and administering PLAs are offset by the labor harmony achieved in regional projects.  Perhaps the most controversial issue concerning PLAs is the question of whether they result in any additional costs.  The sources cited in the executive’s report conclude that it is difficult to quantify a cost impact solely attributable to the use of the PLA.  In several instances evidence suggests that the labor harmony achieved by the PLA may actually reduce project costs.
SUMMARY:  
Proposed Motion 2002-0160 recommends the inclusion of a project labor agreement for the Harborview Medical Center bond program and provides direction to the county’s representative on the oversight committee.  More specifically, the legislation:
· States the findings of the executive’s study on PLAs;

· Directs the county representative to the oversight committee to request that the oversight committee review and consider for approval the implementation of one or more PLAs;
· States that the specific scope, form, nature and content of the PLA or PLAs shall be determined by the oversight committee.  However, any implemented PLA or PLAs shall include provisions incorporating the following principles:

1. Guarantee no strikes, walkouts or job actions that interrupt project work;

2. Agree on binding dispute resolution provisions to resolve all labor disputes between the general contractor/general manager, subcontractors and crafts with provisions for liquidated damages for costs associated with labor disturbances or delays;

3. Agree to provide adequate and continuous regional workforce and, if necessary, to obtain labor from outside the region to ensure timely completion;

4. Agree on clear  application  of  PLA provisions to all construction craft employees on-site but not to general contractor/general manager, King County, Harborview, University of Washington employees or off-site manufacturers;

5. Agree on nondiscriminatory hiring practices for nonunion labor that authorize continued employment of companies’ core employees;

6. Allow open-shop contractors who offer benefits to their employees to continue to offer their benefit plan without paying for union benefits;

7. Use and deployment of apprenticeship programs meeting and exceeding the county’s goals;

8. Increase opportunities for participation by regional companies owned by minorities, women and economically disadvantaged businesses, including but not limited to waiving union labor requirements, and utilizing flexible bonding options; and

9. Standardize hours, shifts, work start, and related issues.
· Directs the county representative to request that the oversight committee assign responsibility for negotiating any PLA to either the general contractor/general manager or to an experienced contractor selected by the oversight committee;

INVITED:  

· Sally Tenney, Chief Civil Deputy, King County Prosecuting Attorney
· Pat Steel, Acting Division Manager, Facilities Management Division

· Jim Napolitano, Manager, Major Projects, Facilities Management Division

· Kathleen Oglesby, Labor Liaison, Office of the King County Executive

· Representatives from Harborview Medical Center
ATTACHMENTS:

1. Proposed Motion 2002-0160
2. Letter of Transmittal from Executive Sims, dated April 3, 2002

3. Local sources of data and information for PLAs

4. Comparison of processes to develop PLAs

5. Project Labor Agreements:  Table identifying the components of existing local PLAs

6. Ordinance 14295, adopted March 4, 2002, authorizing and directing the Executive to enter into an agreement for project management services between the University of Washington, Haborview Medical Center, and King County, relating to the Haborview Medical Center’s bond program.
7. Attachment to Ordinance 14295, Agreement for Project Management Services between UW, HMC, and King County.

8. RCW Citations

9. K.C.C. Citations

� Guidance on the Use of Project Labor Agreements on Federal Construction Projects and DOT-Assisted Construction Projects, US Dept. of Transportation, March 19, 1999. See also, Laborers Local #942 v. Lampkin, 956 P.2d 422, 428 (Alaska 1998); New York Chapter, Inc. v. New York State Thruway Authority, 88 N.Y.2d 56, 666 N.E.2d 185, 188 (New York 1996).
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