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SUBJECT:


Proposed Ordinance 2002-0079 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 proposed ordinance would also authorize the use of University of Washington policies and procedures and require further council approval for certain changes in project scope, schedule or budget. The total project is budgeted at $257,000,000, of which $193,000,000 is from bond proceeds.  This proposed ordinance replaces Proposed Motion 2002-0071.

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.

Before the committee today is legislation implementing the executive preferred option regarding project management of the Harborview Medical Center Seismic Stabilization and Critical Care Expansion Project.

KEY ISSUES:

· Legislative vehicle

Last week, this committee was briefed on Proposed Motion 2002-0071.  As a result of council staff review and discussions with other parties involved it was determined that an ordinance was a more appropriate form of legislation for this action for the following reasons:

1. An ordinance can authorize the use of University policies and procedures for contracting on the project (except as noted in agreement: 1% for Arts and apprenticeship).  This could not be accomplished via motion.

2. The current operating agreement for Harborview was adopted by motion and states that “Contracts for architectural consultation and contractual services needed for any capital projects may only be executed by the County Executive”.  Further, the agreement states that all projects in excess of $1 million shall be administered in accordance with Title 4 of the King County Code.  This project is greater than $1 million and will be managed by the University of Washington using their policies and procedures for contracting.  To avoid potential confusion it is preferable to provide clear legal evidence that the proposed agreement is superior to the current operating agreement so there can be no argument of inconsistency.

3. An ordinance allows the county to outline the reporting relationship between the council and the county’s representative to the oversight committee outside of the agreement.  The agreement is less cluttered and the reporting relationship has the force of law which creates a binding legal duty on the executive to seek council authorization of certain actions.

PROPOSED AGREEMENT

General highlights of the agreement were discussed last week. The agreement attached to proposed ordinance 2002-0079 is revised from the agreement reviewed in committee last week.  The revisions are the result of staff to staff discussions over the past week.  A strikeout version, showing all of the changes is attached to this staff report.  The changes include:

· The date of the agreement has been changed from February 15 to March 15, 2002.

March 15 is now the anticipated date of approval by the University of Washington Board of Regents.

· A definition of “Bond Ordinance” has been refined to refer to the authorizing King County legislation.  This is considered a technical change.

· For the Green Buildings Initiative – the parties are now to “consider incorporating the principles subject to the approval of the Oversight Committee.”  This language allows the Oversight Committee to determine the appropriateness of applying elements of the Green Buildings Initiative.

· The Project Manager is responsible for administering the procurement process required pursuant to Chapter 39.10 RCW for GC/CM Contracts if they are to be used.

· The County, Board and Oversight Committee are to be provided with full access to all accounting and construction management records.

· Insurance requirements and coverages are to be as specified by any party.

This language is in response to the county’s concern that it be named as the prime beneficiary on all appropriate policies.

· If funds remain after Project Manager’s services are completed, the Board of Trustees and County will determine the final disposition of remaining funds.  If the remaining funds are solely attributable to the HMC reserves, the funds are to be returned to HMC.

· Language explicitly removing fiduciary obligation from the Project Manager is deleted.

· Any County or Board cash balances will be managed by University as similar university capital project accounts are with interest accruing to the HMC Bond Program.

· Specific language outlining county council approvals is removed.  The requirements for county council approval are now outlined in proposed ordinance 2002-0079.  As transmitted, the language requiring county council approvals in Proposed Motion 2002-0071, recital number 17 refer to “any phase of the project.”  The word “phase” implies something more detailed than at the “Project”, or “Project Budget” level.

The language in Proposed Ordinance 2002-0079 is more specific to the “Approved Project Budget(s)” which will result in a more appropriate level of reviews and approvals required of the council.

Five staff and member suggested technical corrections to the agreement were authorized by the committee.  

Policy Issues:

1. Council legal advisors have raised concerns regarding the advisability of the Oversight Committee having to act unanimously.  As there did not appeared to be any other preferable alternative, this arrangement seems to be a reasonable business decision.

2. Cost over-runs received substantial analysis and debate.  It is staff’s conclusion that the agreement provides the greatest level of protection that can reasonably be achieved.  Any cost overruns identified through the reporting or oversight functions would likely result in a need to adjust the scope, schedule or budget of remaining projects.  As a reminder, the funds available for the project are only those from the voter approved bonds, interest earnings and Harborview.

3. Proposed Ordinance 2002-0079 contains the following thresholds for county council approval prior to the county’s representative voting on the oversight committee:

· County or Board requested scope change orders in excess of $1,000,000 in single change order request;

· Cumulative County or Board requested scope change orders to an Approved Project Budget that exceed $5,000,000 or 20% of total approved contingencies, whichever is less;

· A change order which, if implemented, would result in any design or construction contingency or the Approved Project Budget to be exceeded;

· Any discretionary change that would result in a forecast that the Approved Project Budget would be exceeded.

The concept of the above drafted thresholds is that the council would get involved in relatively large ticket items.  The proposed thresholds are designed to provide for appropriate legislative oversight and control and freedom for the project manager to perform their task.

Two other issues were raised by members last week:

· Project Labor Agreements (PLA’s)

· BOOST program

An amendment to Proposed Ordinance 2002-0079 was submitted by councilmember Sullivan regarding the use of PLA’s for this project.  The amendment was approved by the committee and is incorporated in the proposed substitute ordinance.

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.

While the primary focus of the staff to staff work of the last few weeks has been on the language in the management agreement, staff have given reasonable scrutiny to the appropriation request before the committee.  The request appears reasonable given the programming and pre-design efforts necessary to develop more detailed scopes, schedules and budgets for this project.

INVITED:

· Calvin Hoggard, Executive Chief of Staff

· Pat Steel, Acting Division Manager – Facilities Management Division

· 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 Ordinance 2002-0079 (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
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