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STAFF REPORT
SUBJECT:


Proposed Motion 2002-0071 would authorize and direct the King County Executive to enter into an agreement with the University of Washington and Harborview Medical Center (HMC) for the University to provide project management services for the Harborview Medical Center Bond Program.  The total project is budgeted at $257,000,000, of which $193,000,000 is from bond proceeds.

Proposed Ordinance 2002-0070 would appropriate just over $6 million from the Harborview Medical Center/Medical Examiner Improvement 2000 Projects Subfund.  The appropriation would be used to provide funding for project management services and King County financial and project oversight to the Harborview Medical Center/Medical Examiner stabilization and critical care expansion project.

After one year of briefings, discussion and study of project management alternatives the Budget and Fiscal Management Committee has before it legislation identifying an executive preferred option regarding implementation of the Harborview Medical Center Seismic Stabilization and Critical Care Expansion Project.

KEY ISSUES:
· Project Management
The Council is being asked to adopt Proposed Motion 2002-0071 by February 11, 2002 to precede a scheduled meeting of the Board of Regents of the University of Washington.  The Regents are scheduled to vote on the proposed agreement at their February 15, 2002 meeting.  Adoption of Proposed Motion 2002-0071 would authorize the county to enter into in agreement with the University of Washington to provide project management services for the Harborview Medical Center Seismic Stabilization and Critical Care Expansion Project.  The Executive would like action on this item today if possible in order to connect with a Board of Regents meeting on February 14, 2001.  Council staff have reservations regarding that timeline.

· Funding for Project Management Services

Adoption of Proposed Ordinance 2002-0070 appropriating just over $6 million for project management services and King County financial and project oversight
BACKGROUND:

During 2000, the County took several actions to move forward with a significant capital improvement program at the county-owned, University of Washington operated, Harborview Medical Center.

The Council’s work began with examination of Harborview’s operational master plan (OMP) and associated long term capital proposal.  In early July 2000, the Council adopted three ordinances related to long term capital improvements at the Harborview Medical Center.  On July 5, 2000, the Council adopted Ordinance 13888 which approved the 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. 

Upon approval of the OMP, the Council adopted legislation to put the question of an additional bond levy to finance the project before the voters. On July 10, 2000, the Council adopted Ordinance 13896 which 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 61.11 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.

This committee was last briefed on December 5, 2001.  At that time the executive was in negotiations with the University of Washington and Harborview on an agreement for project management services.  The attachment to Proposed Motion 2002-0071 before the committee today is the result of those negotiations.

SCOPE

The adopted amendment to Harborview’s Long Range Capital Improvement Plan consists of multiple projects all with the objective of seismic stabilization and expansion of critical capacity.

An abbreviated description of the scope is as follows:

· 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.

SCHEDULE

During Council examination of the Harborview capital proposal, a schedule highlighting major milestones such as demolition and completion of major buildings was reviewed. As reminder, to date, preparation for these projects has occurred at the master planning level.  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.

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

While this schedule is helpful for broad context, it should not be relied upon until a refined schedule is developed with a project management structure in place.

BUDGET

The overall estimated budget for the project over the ten-year construction period is $257.4 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:

HMC Seismic Stabilization and Critical Care Expansion Project EXPENSES

(2000 dollars in thousands/no construction escalation 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 

HMC Seismic Stabilization and Critical Care Expansion Project 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

PROPOSED MOTION 2002-0071:

This motion authorizes the executive to enter into a project management agreement with the executive, and lays out the role of the County’s sole member on the three-member Oversight Committee.  Following is a preliminary analysis of the proposal:

PROJECT MANAGEMENT STRUCTURE

Background

Throughout the Council’s review of Harborview’s proposed seismic stabilization and expansion, the need for a specific project management agreement identifying the roles and responsibilities for the project’s completion as well as general oversight were identified.  

In Ordinances 13896 and 13963, the Council required that prior to disbursing any bond proceeds, any agreement between the County and any agency designated to manage the project would need to be reviewed and approved.  Section 1 specifically states: 

“If construction of any or all of the Improvements is managed by an agency designated by the county council, such designation shall be made by agreement approved the county council before any bond proceeds are disbursed to such agency for such Improvements.”
The Council approved ordinance #14042 in February 2001 that appropriated funds for the consultant work on developing project management alternatives.  The consultant, Jacobs Engineering, published their report on June 15, 2001.  At that time members were provided a copy of the report.  Jacobs Engineering recommended using a construction delivery option called General Contract/Construction Manager [GC/CM].  A copy of the construction delivery options considered by Jacobs Engineering has been extracted from that report and is attached as Attachment 1.  Jacobs also reviewed three contracting entity options: King County [scored 41%], University of Washington Capital Projects Office [scored 92%] and a Public Development Authority [scored 43%].  A copy of those recommendations has also been extracted and is included as Attachment 2.

The attached agreement is with the University of Washington to provide project management services.  This recommendation is consistent with the recommendation for contracting entity options in the Jacobs report.  Other specific recommendations from the Jacobs report will be discussed in the context of the proposed agreement language.

PROPOSED AGREEMENT

While council staff have been working with executive staff and the prosecuting attorney’s office on drafts of the proposed agreement not all changes were in redline format.  The final executive proposed agreement and legislation were transmitted Monday, February 4, 2002.  Council staff has not had time to complete a thorough analysis and prepare a detailed report outlining all of the provisions in the agreement and critical language.  Staff have raised significant issues throughout the review of the agreement and at the time of this writing have not been able to confirm how many of those issues have remain a concern in the transmitted document.  Staff efforts will continue in hopes of more refined analysis for Committee consideration on Wednesday, February 6, 2002.

However, general highlights of the agreement and preliminary points for council consideration are as follows:

Parties to the agreement:

· King County

· Board of Trustees of Harborview Medical Center

· Board of Regents of the University of Washington

Article 2 – Designation of Project Manager and Work Scope:

· County appoints University as Project Manager
General Duties:
· Enter into contracts with design consultants, construction managers, general contractors, architects, engineers etc. on behalf of and as agent for County consistent with applicable codes and standards including the County’s policies for 1% for Art and Apprenticeship Program.  Incorporate to the extent appropriate the principal set forth in the Green Buildings Initiative.{need copy of county policies}  The Green Building Initiative was created administratively as an executive order.

· Provide project management services including:

1. Administration of General Contractor/Construction Manager (GC/CM) contracts and other construction contracts related to the Harborview project

2. Incur project costs on behalf of county and pay from Project Costs Account

3. Develop a comprehensive program plan, scope, phasing plan, schedule and budgets for the separate projects that comprise the entire Harborview project.  This work product is subject to review and approval by an Oversight Committee (discussed later in this report).[2.2.1 of proposed agreement]

· Construction:

1. Provide to County, Board and Oversight Committee regular progress reports comparing actual performance with the Approved Project Budget and Project schedule.

2. Notify County, Board and Oversight Committee if costs exceed or are expected to exceed the relevant Approved Project Budget

3. Negotiate and resolve change orders subject to limitations ($50,000 in a single change order or a cumulative total of $100,000 (or 20% of relevant contingency)).[agreement Section 2.5.10]

Article 3 – Responsibilities of the County:
· Funding of Project Costs Account (no discretion once approval of HMC Project Budget is granted by Oversight Committee)

· Provision of all information necessary for programming of HMC Project including project requirements for the King County Medical Examiner.

Article 4 – Management:
· Parties to establish a Project Oversight Committee

· Comprised of one voting member each from the University, County and Harborview – all actions must be by unanimous agreement.  Each member shall receive required internal reviews and approvals prior to exercising voting authority.

· Shall obtain technical project monitoring assistance throughout implementation of the projects.  The scope of monitoring shall include compliance with generally accepted construction project management practices, review and advice to committee on initial scope, schedule and budget prior to adoption.  Monitoring shall also include compliance with adopted scope, schedule and budget during construction and assessment of the adequacy and accuracy of management reports.

· Committee shall have full access to all records.  Findings will be regularly reported to the committee and available to the University, Harborview, County Executive and County Council.

· Oversight Committee Actions

· Monitor and approve scope, project budgets, schedule and cashflow projections

· Monitor progress of project

· Review and/or approve changes to scope, schedule and budget

· Management Dispute Advisory Board (MDAB)

· Three people to serve subject to approval by all parties

· Any oversight committee member may refer a matter to MDAB

· MDAB recommendation is advisory and not binding.

Article 5 – Budgets:
· At conclusion of programming and pre-design, and before detailed design may proceed, Project Manager and its consultants will prepare a budget and cash flow projection for each of the Projects identified in the HMC Bond Program.

· Each budget will contain an appropriate contingency and a management reserve.

The remaining sections of the proposed agreement continue to be reviewed by council staff and include:

· Term of agreement

· Events of Default

· Indemnification

· Standards of Care and Limitations of Liability

· Assignment

Miscellaneous

ISSUES/NEXT STEPS:

Staff needs to identify issues that are purely “policy” decisions that cannot be resolved at a staff to staff level.  For instance, Council legal advisors have raised concerned regarding the advisability of the Oversight Committee having to act unanimously; the stewardship responsibilities of the University acting in a fiduciary role when acting as a cash manager for the county; amongst others.  A non-legal policy issue is whether the Council wants to allow an Executive Administrative Order to be incorporated and represented as a “county policy” as in the case of references to the Green Building Initiative.  There simply has not been time to review the final document and highlight areas where issues have been raised and resolved, or whether they need a policy decision from the Council.

Work will continue at a staff to staff level to work through non-policy issues as they are identified.  Examples of a few are:

1. A need to thoroughly review the final document to ensure that terms are used consistently, and appropriately defined as necessary such as “review, approve, review/approve”

2. A clear understanding of how any cost over-runs would be handled 

3. Ensure that the county is adequately protected against any cost over-runs

4. Review the adopting motion to ensure that it is the appropriate legislative instrument and whether it sufficiently addresses the role of the Executive as the county’s sole representative to the Oversight Committee 

PROPOSED ORDINANCE 2002-0070:
The proposed ordinance makes a supplemental appropriation of $6,014,133 from the Harborview Medical Center/medical examiner improvement 2000 projects subfund to provide funding for project management services and the remaining, currently unfunded six months of King County oversight.

The focus of the staff to staff work of the last few weeks has been on the language in the management agreement.  Again, the final executive proposed agreement and legislation were transmitted Monday, February 4, 2002.  Council staff has not had time to review the proposed ordinance and the related Programming, Predesign, and Project Management Budget.  Staff efforts will continue subsequent to the writing of this staff report and in advance of committee consideration on Wednesday, February 6, 2002.

INVITED:

· Calvin Hoggard, Deputy County Executive

· Pat Steel, Acting Director – Dept. of Construction and Facilities Management

· Sally Tenney, Chief Civil Deputy, Prosecuting Attorney’s Office

· David Jaffe, Executive Director, Harborview Medical Center

· Johnese Spisso, Chief Operating Officer, Harborview Medical Center

· Elyse Chayet, Director, HMC Planning and Regulatory Affairs

· John Coulter, Associate Vice President for Medical Affairs, University of Washington

· Karin Nyrop, Assistant Attorney General, University of Washington

· Alan Merkle, outside counsel to University of Washington

Attachment 1:  Proposed Motion 2002-0071 {agreement}

Attachment 2:  Proposed Ordinance 2002-0070 {appropriation}

Attachment 3:  Fiscal Note for Proposed Ordinance 2002-0070

Attachment 4:  Proposed budget for Programming, Predesign and Project Management

Attachment 5:  Transmittal letter dated February 4, 2002

Attachment 6:  Executive order on Green Building Initiative

Attachment 7: Program Management Plan – Construction Delivery Options Overview; Jacobs Engineering, Executive Summary page 8, June 15, 2001

Attachment 8: Contracting Entity Options, Jacobs Engineering, Executive Summary pages 10-12, June 15, 2001

Attachment 9:  Timeline – Harborview Medical Center Seismic Stabilization and Critical Care Expansion Project (graphic representation)

Attachment 10:  Project Management Structure/Relationship (graphic representation)
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