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Metropolitan King County Council
Committee of the Whole

REVISED STAFF REPORT

	Agenda Item:
	13
	Name:
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	Proposed No.:
	2023-0097
	Date:
	March 15, 2023



COMMITTEE ACTION

	
Proposed Substitute Ordinance 2023-0097.2 would require the Executive to transmit a program plan for the 2020 Harborview Bond and monthly status reports, passed out of committee on March 15, 2023, with a “Do Pass” recommendation. The Ordinance was amended in committee with the following amendments:
Amendment 1 updates references in the statements of fact to a revised Vanir report dated March 7, 2023.
Amendment 2A replaces Section 1 with a new Section 1 to: 
    • Establish a workgroup to develop the program plan,
    • Provide more detail on what shall be included in the program plan,
    • Specify the representatives who shall serve on the workgroup,
    • Require the workgroup to present their program plan to COW no later than
    July 31, 2023,
    • Set the deadline for the Executive to transmit the workplan no later than
    August 1, 2023, and
    • Sunset the workgroup upon the effective date of a motion approving the plan.
Amendment 1 to Amendment 2A adds reference to the definition of Harborview's mission population as it appears in exhibit 2 of the 2016 Hospital Services Agreement. 
Amendment 3 replaces Section 2 with a new Section 2 that provides more detail on the required contents of the monthly status reports. 




SUBJECT

A proposed ordinance requiring the Executive to transmit a program plan for the 2020 Harborview Bond and monthly status reports. 

SUMMARY

Proposed Ordinance 2023-0097 would require the Executive to transmit a program plan recommending health and safety improvement capital projects that can be built with the amount of 2020 Harborview bond revenue estimated to be available considering current estimated project costs. The proposed ordinance would also require monthly status reports through the completion of the construction of the 2020 bond-funded projects. 

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. On February 8, 2016, the County Council approved a ten-year Hospital Services Agreement between the parties.[footnoteRef:1] This agreement runs until the end of 2025, with two ten-year extension options making the potential length of the agreement up to thirty years.  [1:  Ordinance 18233] 


Harborview Leadership Group Recommendations.  In 2018, in response to a letter from the Harborview Board of Trustees, Council passed Motion 15183 to create a planning process for a potential bond project. The Harborview Leadership Group (HLG) was created and consisted of representatives from the County Executive, County Council, HMC, UW Medicine, the First Hill community, and HMC's mission population. The HLG fulfilled its charge when it transmitted its final recommendation report including the list of recommendations that appears in Table 1 below.[footnoteRef:2]  [2:  Report 2020-RPT0054, https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=4413750&GUID=D491DB96-01D1-4088-A8D0-3AA6D9D40BF7&Options=Advanced&Search= ] 


Table 1. HLG Recommendations for 2020 Bond Project
	
Component Name
	Component Description
	Est. Cost

	New Bed Tower
	Increase bed capacity; expand/modify Emergency Department; meet privacy and infection control standards; disaster prep; plant infrastructure
	$952M

	New Behavioral Health Building
	Existing behavioral health services/programs and new Behavioral Health Institute under one roof
	$79M

	Existing Hospital Space Renovations
	Expand ITA court in the most appropriate location; move/expand gamma knife; lab; Public Health Tuberculosis and STD clinics; Medical Examiner's Office; nutrition, etc.
	$178M

	Harborview Hall
	Seismic upgrades; improve/modify space; create space for up to 150 respite beds; maintain enhanced homeless shelter in the most appropriate location
	$108M

	Center Tower
	Seismic upgrades; improve and modify space for offices
	$248M

	Pioneer Square Clinic
	Seismic and code improvements; improve and modify space for medical clinic/office space
	$20M

	East Clinic
	Demolish East Clinic Building
	$9M

	Site Improvements/Misc
	Site preparation (~$66M); 1% for Art (~$13M); Project Labor Agreement (~$5M); Project Management (~$17M); plant infrastructure upgrades - primarily energy systems (~$46M)
	$146M

	TOTAL
	
	$1.74B



2020 Harborview Bond Ordinance.  Ordinance 19117[footnoteRef:3], adopted by Council in June 2020, placed a proposition on the November 2020 ballot authorizing the County to issue $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.  [3:  Ordinance 19117, https://mkcclegisearch.kingcounty.gov/LegislationDetail.aspx?ID=4420195&GUID=EC4B4B66-6924-4FDC-BBDF-A8708840BC8D&Options=Advanced&Search= ] 


The health and safety improvements (“Improvements“) described in Attachment A of Ordinance 19117 were informed by the components in Table 1 and are as follows:
· New construction and renovation of existing buildings to provide for: increasing critical health care capacity; updating and expanding infection control capability; and expanding capacity for behavioral health services, including facilities for substance use disorder and mental health treatment.  
· 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.

Note that while the HLG recommended components in Table 1 informed Attachment A of the bond ordinance (Ordinance 19117), the bond ordinance did not identify the components at the level of detail or specificity recommended by the HLG. 

Ordinance 19117 Section 1 includes the following two provisions:
F.  If the county council determines that it has become impractical to acquire, construct or equip any portion of the Improvements by reason of changed conditions, or costs substantially in excess of the amount of the Bond proceeds or other funds estimated to be available, the county shall not be required to acquire, construct or equip such portions and may apply the Bond proceeds to other portions of the Improvements.
G.  If proceeds of the Bonds, plus other funds of the county legally available for the Improvements, are insufficient to accomplish all of the Improvements, the county will use the Bond proceeds and other available funds for those of the Improvements deemed by the county council as most necessary and in the best interest of the county.

Subsection F allows the county to not pursue any portion of the bond Improvements if the Council determines that it has become impractical to do so if they are determined to have become impractical to accomplish due to changed conditions or substantially excessive costs. Further, subsection G states that if there are insufficient funds to accomplish all of the Improvements described in Attachment A to Ordinance 19117, then the Council has the authority to determine which Improvements are most necessary and in the best interest of the county. 

Harborview Bond Status Updates.  In the two years since the bond was approved, the Executive has transmitted four Harborview Bond Capital Program Status Reports.[footnoteRef:4] The status reports are produced twice a year and provide an overview of work completed to date and anticipated next steps. The status reports have documented such things as the launch of the King County Harborview Bond Program Office within the Facilities Management Division of the Department of Executive Services, the selection of Vanir Construction Management[footnoteRef:5] as the bond project management firm, and the establishment of a staff working group. The most recent report transmitted in December 2022 states that phasing and sequencing, including pre-design and design, has begun with the next six months of activities focusing on completing the phasing plan and beginning the procurement process for the new tower. These reports are produced by Executive staff and transmitted to Council, but they are not required by legislation.  [4:  2021-RPT0078 (June 2021), 2022-RPT0011 (December 2021), 2022-RPT0085 (June 2022), 2023-RPT0004 (December 2022). ]  [5:  Vanir | Project and Construction Management; https://www.vanir.com/ ] 


In January 2023, the selected bond project management firm, Vanir, produced a report in conjunction with Cumming[footnoteRef:6] that provided a cost study of the anticipated bond project. Page 3 of the Vanir report provides updated bond project cost modeling for each bond component as seen in Table 2 below.  (Note that a March update provides an updated estimated cost that is approximately $889M (rather than $939M) more than the 2019 cost estimate.) [6:  Cumming | Project Management + Cost Consultants; https://cumming-group.com/about-us/ ] 


Table 2. Updated Cost Modeling, Vanir/Cumming, January 2023 Report
	
Component Name
	2019 Estimated Cost
	2023 Estimated Cost
	Delta

	New Bed Tower
	$952M
	$1.47B
	($513M)

	New Behavioral Health Building
	$79M
	$136M
	($57M)

	Existing Hospital Space Renovations
	$178M
	$301M
	($123M)

	Harborview Hall
	$108M
	$163M
	($55M)

	Center Tower
	$248M
	$318M
	($70M)

	Pioneer Square Clinic
	$20M
	$30M
	($10M)

	East Clinic
	$9M
	$12M
	($3M)

	Site Improvements/Misc
	$146M
	$254M
	($108M)

	TOTAL
	$1.74B
	$2.68B
	($939M)



According to the report, the estimate was prepared for the purpose to establish a probable cost of construction at the cost study stage and includes escalation rates through the end of 2028. Escalation rates used in the report appear in Table 3 below and on page 7 of the Vanir report PDF.

Table 3. Escalation Rates, Vanir/Cumming, January 2023 Report
	Seattle, WA

	Year
	Rate %

	2020
	 4.50

	2021
	 13.79

	2022
	 9.22

	2023
	 8.50

	2024
	 6.00

	2025
	 3.86

	2026
	 3.86

	2027
	 3.00

	2028
	 3.00



According to data presented in the Vanir report, due to escalation rates and inflation occurring between 2021 and 2023, the cost of accomplishing the projects outlined in the HLG Report are estimated to be approximately $939 million more than anticipated during the development of the bond ordinance and subsequent ballot measure.

March 15, 2023 Update.  On March 7, 2023, executive staff provided a revised report from Vanir and Cumming dated March 7, 2023, which appears as Attachment 4 to this staff report. This report states that the actual delta between bond revenue and cost estimates for the proposed bond program is now approximately $889 million, which is $50 million less than the previous estimate of $939 million. This is attributed entirely to the corrected calculation for the bed tower. According to Vanir staff:

"To estimate the costs of items that are not yet designed, allowances (based off benchmarks for actual costs on comparable projects), are applied to undefined programmatic elements such as fixtures, furnishings, and equipment/medical equipment (FF&E). These allowances are based on the overall estimated size (square footage) of the building. Cummings inadvertently applied a 35% FFE assumption rate to the entire cost of the new tower, rather than only to the core and shell of the new tower. The resulting adjustment is a $50M reduction and reflects the application of the assumption to only the core and shell. All other program elements are unchanged from the 1/24/2023 report that has been used as our baseline for reporting to the various stakeholder groups and the Executive. Please note that a column to the table in the executive summary on page 4 has been added to show the full continuum of cost development from our initial 11/03/2022 report through the 3/6/2023 report. A typographical correction on page four is also noted."

Note that the projections in the Vanir and Cummings report only takes into account cost escalation and not forecasted inflation. 

As noted previously, the bond ordinance allows the county to not pursue any portion of the improvements if the Council determines it has become impractical to do so, and authorizes the Council to determine which improvements are most necessary and in the best interest of the county. 

ANALYSIS

Proposed Ordinance 2023-0097 would require the Executive to transmit a program plan to Council recommending health and safety improvement capital projects that can be built with the amount of 2020 Harborview bond revenue estimated to be available within current cost and revenue projections. Note that the Proposed Ordinance includes a blank space for the date by which the program plan would need to be transmitted.

The program plan would be required to include the size of each proposed component capital improvement project (such as estimated square footage), the planned purpose of each component project (such as planned services to be provided), and an estimated timeline of the start and end of construction of each component project. The program plan would also be required to identify and describe any factors that could adversely impact the plan's proposed square footage, cost, planned uses, and timelines. The program plan would also be required to include an overall bond project estimated milestone completion timeline. If bond revenues are insufficient to accomplish all the executive's planned capital improvement project components, then the program plan may also include a description of other legally available funds proposed to support the recommended projects. 

The program plan would be required to describe how the program implementation will meet the requirements of King County Code Title 4A (revenue and financial regulation), and Chapter 2.42.080.E (Harborview's capital improvement policy requirements). The program plan is also required to include a recommended process by which the Executive would notify Council if planned components may become impractical to complete, thereby necessitating a substantive change to any of the planned components. The recommended process shall ensure that the Council has no fewer than thirty days to accept, reject, or modify the proposed change. The Proposed Ordinance would also require that the Executive transmit any reports produced in the development of the recommendations. 

The Proposed Ordinance requires that the Executive consult with the Harborview Board of Trustees and the Capital Planning Oversight Committee, and UW Medicine in the development of the program plan.

Section 2 of Proposed Ordinance 2023-0097 would require the Executive to transmit monthly status reports describing any changes to the program plan as described above and include information previously included in the Harborview bond capital program status reports, updates on project schedule, budget and expenditures, and stakeholder engagement. The status reports would be required to be transmitted through the first month following the completion of the final milestone described in the program plan. 

AMENDMENT TIMELINES

Proposed Ordinance 2023-0097 is anticipated to be on the Committee of the Whole agenda for discussion and possible action at the committee's regular March 15, 2023 meeting. This means that, under the Council's rules, the deadline for direction on a striking amendment is March 8, and the deadline for line amendment direction is March 13.

An amendment will be needed to replace the blank space for the program plan due date.

In the event the proposed ordinance is expedited to the full Council meeting on March 21, 2023, the deadline for direction for line amendments would be Friday, March 17th.
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