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cGraw-Hill employed a chief economist named

George Christie back in the days | worked there.

He was an interesting speaker, as economists

go, and he would travel around the country

doing private forecasts for the Dodge/Sweets
manufacturer customers. During the 1991-1992 downturn, he
made a remark to a Pittsburgh audience that sticks with me
to this day. After answering a question about the outlook and
sensing that the questioner was hoping for a rosier reply, George
asked the guy if there were some other industry that he thought
was doing better.

It was a point well taken. Auto makers were getting clobbered.
Banks were still reeling from the S & L crisis. Computer com-
panies were shedding hundreds of thousands of jobs. Things
in construction were tough but it wasnt much better anyplace
else. | was struck again by George’s revelatory question while
researching this edition. No matter what's going on in my busi-
ness, I'm glad I’'m not working in healthcare.

The feature article in this edition of BreakingGround is focused
on the healthcare sector of the construction industry. By my
recollection, this marks the fourth time in ten-plus years that
we have examined the state of healthcare construction. As the
research for the feature winds down I'm struck by how different
that piece of the industry is compared to the other editions and
reminded me how that same thing was true the last time we
focused on healthcare.

The first time we looked in on healthcare construction, the new
Children’s Hospital was under construction and on the cover.
That period was the end of a high-water mark for hospital
construction. Pittsburgh was a good market for hospital con-
struction, and even though the West Penn Allegheny Health
System was struggling, it seemed then that the ride would go
on for a long while. The financial crisis and election of 2008
changed all that.

When we examined how the hospital market was doing next,
the Affordable Care Act (ACA) was in the incubation stage
and providers were trying to figure out what a rolled-out ACA
would look like. In Pittsburgh, the healthcare systems were also
beginning to believe that the looming expiration of the UPMC-
Highmark contract would not end with another agreement.

Over the past five or six years since ACA rolled out, the provid-
ers and insurers have been struggling to gain some business
certainty. When BreakingGround updated the market in March
2014, that uncertainty was the defining characteristic of the
healthcare industry. Hospital systems pared back spending
dramatically as they tried to figure out what patient needs
would be and how the physical plant would need to shift to
match them.

NOTE

Now the pendulum is threatening to swing back again, just as
the hospitals are investing much more in facilities. If the ACA
is completely thrown out, it's hard to imagine its replacement
having the same business model as the one to which the
healthcare industry has adapted since 2010. Of course, the
industry will adapt again to whatever system prevails.

Regardless of the outcome of the latest round of healthcare
reform, it seems certain that few people — and virtually no one
elected to office — will want to talk about the real healthcare
problem, which is the high cost of healing people. Tort reform.
End of life treatment. Pharmaceutical regulation and develop-
ment. Redundant services. These are complicated and nu-
anced subjects that are charged with emotion. For any number
of reasons, Americans seem to be seeking black-and-white
answers to complex problems these days. Maybe we're not
capable of understanding complexity but | think the more likely
issue is that we have lazy leaders who don't want to try to help
us understand. Hearing them speak, I'm not sure many of our
leaders understand either. But before very much longer, we're
going to have to make some tough decisions or the system will
implode under its own weight.

In the Closing Out article, | asked Harold Miller to talk about
the subject of healthcare costs. It's a definite tangent from the
discussion about how the trends in healthcare are influencing
construction but | have faith that readers of BreakingGround
are sophisticated enough to consider the subject thought-
fully. Healthcare costs are mushrooming and it's not because
of Obamacare. They were mushrooming before 2010 too.
Anyone who remembers the HMOs of the 1990s knows that
this is a discussion that's at least a generation old. We can
monkey with the laws regulating healthcare all we want but
until we get a handle on how to contain the costs, it will get
more expensive. And there are no fixes that will make everyone
happy, regardless of what a politician tells you.

The next few years are going to be good ones for firms serv-
ing the healthcare industry but there is the real possibility
that some of the systems that are investing in buildings will
be losers in the game. Construction is a tough business but
to paraphrase George Christie, it's a business that looks a lot
less risky than healthcare.

Jeff Burd
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REGIONAL MARKET UPDATE
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onstruction activity in January and February in

the metropolitan Pittsburgh area got off to a

better-than-average start. On the residential side

of the market, permits for single-family homes

continued their trend. Even though construction
of multi-family units is likely to be significantly lower in 2017,
several hundred units of apartments were started during
the first two months. On the non-residential side starts were
up significantly mostly due to the delayed start of work for
projects that were contracted in 2016.

Commercial and non-residential contracting totaled $548
million during January and February. That is an increase of
15.5 percent over the first two months of 2016, a period dur-
ing which the Tepper Quad, Thomas Jefferson High School
and Point Park’s new Playhouse accounted for more than
$225 million. The forecast for the full first quarter is for a brisk
$800 million or more, an indicator of a solid year.

Among major non-residential projects started during the first
two months of 2016 were the Oaklander Hotel and AC Hotel
being developed by Concord Hospitality, and the long-await-
ed Even Hotel in the former Macy’s (or Kaufmann'’s) building.
Work began on the $60 million NRG Uptown district energy
plant; the $28.5 million UPMC Presbyterian Hospital Heart
Vascular Institute; Trek Development’s 135-unit Eighth and
Penn apartments and Oxford’s 173-unit Emerald on Centre
apartments; and the $40 million Burgettstown compressor
station for Energy Transfer Partners.

Housing starts were essentially flat for new single-family
homes but 364 apartment units were started since January
1. No apartments were permitted during the first quarter of
2016, although con-
struction eventually

The year 2017 was one that commercial real estate profes-
sionals were viewing anxiously as recently as two years ago,
but job creation dynamics may have eased those fears.
Although Pittsburgh’s job gains have been mostly flat since
2013, gains in financial and business services have been
strong and should accelerate over the next few years. That's
the opinion of Richard Barkham, chief global economist at
CBRE. Barkham forecasts demand to increase by 1.1 million
square feet by 2020, outstripping supply. Concerns about
coming vacancies of more than 500,000 square feet at 525
William Penn Place and 600 Grant Street, and fears of an exo-
dus from One Oxford Centre as new ownership bumps rents
significantly, will prove to be unfounded should Barkham’s
forecast be correct.

Job growth - the key to demand for commercial real estate
- continues to be anemic and uneven in Pittsburgh. The
government's preliminary estimate for employment growth
in Pittsburgh for 2016 slipped to 2,400 jobs. That figure was
actually slightly higher than the average for the past four
years, although if recent history holds there will be further
erosion to the jobs number when the final estimate of
employment growth is issued later this spring.

In recent years, initial reports of annual growth estimates in
the Pittsburgh MSA ranged from 6,400 to 18,200 jobs, but
inevitably final numbers were revised downward to show little
growth. This year, the preliminary annual average was more
in line with the final estimate from previous years and the
range of monthly estimates was narrower. Monthly growth
estimates varied between 5,200 and a decline of 3,800
during 2016, whereas the range was 9,000 to 33,000 during
various months in 2016.

Given the fact that

began on more than
2,100 units. With a
smaller pipeline of
projects in planning,
apartment construc-
tion will taper to
between 1,200 and
1,500 units in 2017. Warmer, dryer weather should have
been a boon to home buying and construction but the 254
units of detached new homes was one more than the total
for January/February 2016. The dynamics of the single-family
market are the mirror image of the apartment market, with
an increasing number of lots in development coming into the
available inventory. The warmer weather, in fact, should pro-
vide an earlier sales kickoff and boost new home construction
throughout 2017.

Total Pittsburgh MSA 2016

Total Pittsburgh MSA 2015
% Change

2,095
1,998

the data is ultimately
still an estimate, it
is possible that the
government has
adjusted to the new
economic base in
Pittsburgh and the
revisions will be minimal or positive. Regardless of the final
outcome, there is less confusion about where the strengths
and weaknesses of Pittsburgh'’s job market are.

2124
2,387
-11.0%

5,051
5,344

4.9% -5.5%

As was the case in the past few years, the anemic growth
can be blamed on the decline in energy and manufacturing
employment. Job losses in the energy sector — captured in
the category of Mining and Logging — were above 16 percent
in 2016 compared to 2015; however, it's worth noting that
employment in this sector is still relatively small, with less than
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The ACE Mentor Program of Western Pennsylvania helps mentor high school
students and inspires them to pursue careers in design and construction.

Please join us for our 2017 signature fundraising events.

Thursday, September 14, 2017
Wednesday, May 17,2017 | 7pm - 10pm Quicksilver Golf Club

Renaissance Pittshurgh Hotel Ballroom

For More Information and
Sponsorship Opportunities, please visit:

www.acementor.org
or contact us:

AGE MENTOR PROGRAM
ARCHITECTURE - CONSTRUCTION - ENGINEERING western pa@acementor.org
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TO BUILD A BETTER FUTURE IN ENERGY
AND PIPELINE CONSTRUCTION

What can Local 66 do for you?

For over 100 years Local 66, in partnership with our The best trained, most capable work force. Professional tradesmen and
tradeswomen have received the specialty training needed to meet the complex
employers, has been committed to providing Qualified challenges of your project.

Service you can count on. We'll work with you to answer any questions or solve

and Competent Operating Engineers. For Local 66, meeting B e S s

your short and long term employment needs is a priority. Smart business know-how. You'll benefit from our years of experience and a
proven track record we bring to the job.
The Operating Engineers lead the nation in pipeline training. Bottom-line, dollar-for-dollar value. Value is bringing the highest professional and

performance standards to your job site- from the beginning of a project to its
completion. We at Local 66 are committed to being the premier value provider of
operating engineers in the region.

1.U.0.E. Local 66 Headquarters
111 Zeta Drive

Pittsburgh, PA 15238

Ph (412) 968-9120

www.iuoe66.org
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10,000 jobs tied to it. Moreover, the change in employment
in Mining and Logging since the peak of the last business
cycle in 2007 is a gain of 92.5 percent. Losses in manufactur-
ing in 2016 actually totaled more than those in energy, even
though the percentage of loss was only 2.4 percent. Similarly,
the number of manufacturing jobs lost since 2007 is roughly
15,000, or more than total employment in the Mining and
Logging category.

While employment isn't growing as rapidly as hoped, a
Brookings Institute report on wage growth in the U.S. reveals
that Pittsburgh has fared better than most cities. The study of
wage growth between 2010 and 2015 found median earnings
in Pittsburgh grew 6.6 percent. That ranked the metropolitan
area 22nd in the top 100 cities; however, among the top 30
U.S. cities, only Houston and Orlando saw wages rise faster.

The segment that dominated construction in Western PA in
2016 - energy — continues to show signs of a rebound but
action in the global oil markets in early March should serve
as a reminder that the recovery is fragile. Oil prices fell more
than ten percent during the week of March 6, as growing
U.S. shale production offset increasing demand by a large
amount. While oil producers continue to shift their focus from
oil to natural gas, their fortunes are still heavily influenced
by the oil markets and another dip in price near the Janu-
ary 2016 lows could limit capital spending again. With the
price of natural gas seemingly decoupled from the oil price,
however, it seems likely that the midstream and infrastructure
buildup in the Marcellus and Utica will continue.

The 800-pound gorilla in the Appalachian region’s capital
investment, the Shell plant in Monaca, has moved from the
“ready work” stage to the point of plant construction. As
has been reported, the main batch plant for the three-year
concrete pour is nearing completion and construction of the
massive foundations and structural concrete should begin
shortly. Estimates from Bechtel are for 1,000 workers to be
active on site by the end of 2017, with the build towards peak
employment of 5,500 workers beginning in 2018.

Further downstream from the Monaca
site, PTT Global Chemical America
announced that it was deferring its
final investment decision on a one-
million-ton ethane cracker in Dilles
Bottom, OH. Rumors have circulated
that PTT was experiencing problems
lining up ethane supply and that
Exxon was in the process of negotiat-
ing to acquire the project from PTT. In
explaining the decision to take the rest
of 2017 to evaluate competing engi-
neering proposals from Bechtel and
Fluor, however, PTT’s CEO Toasaporn
Boonyapipat was explicit that the com- 0.0
pany had signed supply agreements
and was going to need more time to
choose between the two approaches.
Given the project duration and a cost

35.0
30.0
25.0
20,0
15.0
10.0

5.0
Jan Feb

Mar  Apr

environment that is escalating more rapidly, it is likely that the
proposals PTT received went beyond the budget.

For the region’s natural gas industry, even halting progress on
projects that will be large consumers of ethane is more good
news. U.S. ethane exports are growing at a rapid clip, a trend
that adds to the growing demand sources for natural gas.
With the expansion of more pipelines, including the Mariner
Il pipeline through Pennsylvania, and incremental growth in
the usage of natural gas, the justification for the Appalachian
exploration gets stronger.

As for the mainstream building construction market in West-
ern PA, the upwards trend in commercial and institutional
projects is holding. Architects and engineers report higher
billings and backlogs coming into 2017, which is a good sign
for the latter half of the year. Absorption and leasing activity
remains solid.

Only the publicly-funded building sector of the market
looks weak for 2017 and that is also a continuation of a
longer trend. Budgets have not been increased for both the
PA State System of Higher Education and Department of
General Services, meaning that updating and expansion at
public universities will be minimal - outside of Penn State. In
the K-12 market, the impact of Act 25 of 2016 continues to
freeze PlanCon until June 30, when the moratorium expires.
Assuming the legislature does formulate a viable alternative
to the current PlanCon system, it will be 2018 before projects
caught in the queue can get to the marketplace.

Public funding for highways and bridges is the bright spot of
the government market. The rollout of Act 89 of 2013 puts
roughly $2.4 billion in the budget for PennDOT lettings in
2017. The budget for capital spending on the PA Turnpike
will remain north of $500 million. Major projects on [-70,
Ohio River Boulevard and the Liberty Bridge are among the
highlights for repairs to existing infrastructure. Extension of
the Southern Beltway from Route 22 to |-79 gets underway
in earnest in 2017, as two major portions will bid and a third
has started construction. @

Year Over Year Employment Change by Month - Pittsburgh MSA

“II||||“|||I|
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w2015 m2016

Source: Bureau of Labor Statistics, Current Employment Statistics.
Image courtesy Allegheny Conference on Community Development
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NAIOP (‘'na-dp) noun.

the premier commercial real estate
association in North America.

not an acronym.
(Seriously, it’s just a name.)

an organization representing the
interests of investors, developers
and owners of commercial real
estate.

home to companies and
professionals focusing on retail,
office, industrial, mixed-use and
multifamily, to name a few.

No matter how you define yourself—as an industry leader,
young professional, or somewhere in between—NAIOP has the

education, research and conferences that connect you to the people

COMMERCIAL REAL ESTATE
DEVELOPMENT ASSOCIATION
networking, we're lobbying for your interests on the federal, state and PITTSBURGH CHAPTER

and opportunities you need. And while you're busy learning and

provincial levels. At NAIOP, we're not just empowering our members

as they build their businesses—we’re shaping the future of commercial NAIOPPITTSBURGH.COM
real estate. 412-928-8303




METRICS

IBEHCHHMRK Jan-Feb 2016

Jan-Feb 2017
Total SFD units 253 254
Total SFAMult-unit 114 454
Total residential S5 $91.8 million $158.4 milion
Total non-residential 55 $474.5 million $548 milkon
K-12 Additions/renovations $99.3 milkon $15.2 millbon
Healthcare construction $7.8 million $15.4 milbon
Hotel construction 514.4 million 557 .4 milion
Industrial construction 5449.8 milkion 550.3 milion
Office construction 558.4 million $145.1 million
Higher education $165 million $18.1 milbon

Metro Pittsburgh Housing Starts

Tkl 1L, e JTN]
P

B

2006 2007 2008 2009 2090 2011 2042 2043 204 NS 2016

Pittsburgh vs. US Housing Starts

[
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Median Pittsburgh Home Sales Price

Change in Total Employment Pittsburgh M5A

Civilian Labor Force in Pittsburgh, PA (MSA)
Mot Seasonally Adjusted)

Dollar Bank. THE RIGHT BANK FOR YOUR BUSINESS.

Pt PUT US TO WORK FOR YOU! 412-261-8810
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McKAMISH

BUriLDING EXCELLENCE

Commercial Construction | Service | Power & Industrial | Metal Fabrication
www.mckamish.com
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NATIONAL MARKET UPDATE

onthly data released at the beginning of
March offered some of the first glimpses of
the impact of the change in administration
in Washington, DC. While it's too early to
measure results resulting from substantive
changes in governing, there are signs that consumers and
businesses expect improvement in the economy.

March 1 saw the release of the Federal Reserve Bank’s Beige
Book, a summary of surveys and informal feedback from busi-
nesses throughout the Federal Reserve's 12 districts. Beige
Book respondents indicated that the economy was expanding
at a “modest to moderate pace from early January through
mid-February.” Business owners continued to cite skilled work-
force shortages as a drag on growth by forcing higher wages.

Household Debt

Year-over-Year Percent Change
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—=Mortgages: 04 & LE8% .
—ctudent Loans: G4 @ 6,35 || 10
A0 =—Credit Cards: Q4 @ 6.3% || yom,
——Auts Loans: O @ B.7%

30%
255%
20%
1556
10%
(179
Q%%
-50% +
108
-15% 1t - L 1
03 04 05 06 07 08 09 10 11 12 13 14 1S 16 17
Household Debt Delinquencies
Parcent of Bal:m:u @0+ Days Past Due
18% — T 18%
redit Card: ?4@ ?'I%
—Other: 04
16% T Stuun‘t Loans: 04 9 11, 2% T 6%
Hertgage: QF @ L%
&% || _HELoc qaa: 2a% | [ 1%
12% 1 12%
1% + 1%
E% + 8%
&% o - &%
o e
% T 2%
% L 0%

03 04 05 06 OF 08 09 10 11 12 13 14 15 16 17

Household borrowing expanded again in 2016 but the allocation
of the debt appears to be sustainable, particularly in relationship
to assets pledged to the loans. Source: Wells Fargo Securities
Economics Group.

Consumer spending is responsible for 70 percent of U.S. gross
domestic product, which the Bureaus of Economic Analysis
estimated to have hit a record $18.6 trillion in 2016. Con-
sumer confidence rebounded again in February to levels not
seen since July 2001. According to the Conference Board's
survey of consumer sentiment, the headline confidence index
reached 114.8 in February, the third rise in four months. A
similar survey, the Thomson/Reuters-University of Michigan
Survey of Consumers reported a five-point jump in consumer
sentiment over February 2016.

Beneath the headline index, the Conference Board's survey
found that 20 percent of Americans surveyed expected job
growth to continue; seven percent more people believed
that it is easy to find work instead of difficult. Looking to
the future, 18 percent expected their wages to increase
in the coming six months and one in four expected better
business conditions. Responses indicated that the improved
confidence was in expectations that the Trump Administra-
tion would enact policies that would translate into tangible
economic benefits.

One tangible measure of current consumer confidence is the
amount of money consumers are willing to borrow — and able
to be lent. During the final quarter of 2016, household debt
grew by a robust $226 billion to a total level that was just
below the all-time high of $26.68 million in 2008. Wells Fargo
Securities Economics Group pointed out in its March 1 Inter-
est Rate Weekly that the composition of the household debt
differed significantly from the pre-recession bubble. Rather
than overleveraging home equity to finance non-asset pur-
chases, consumers have mortgages and home equity loans
(HELOC) that are below historic ratios to equity. Moreover, the
delinquency rates for each are cyclically low, at 1.6 percent for
mortgages and 2.1 percent for HELOCs.

January's $3.8 billion decline in revolving consumer debt was
a further sign that thus far, U.S. consumers are not moving
away from the trend of more savings and better credit disci-
pline since the crisis of 2008. Non-revolving credit continued
its growth in January, expanding by $12.6 billion.

Not surprising was the higher-than-normal growth of auto
loans, as sales of autos and trucks reached record territory
in 2016. One trend that is of concern is the continued steady
growth rate of student loans in light of the rising rate of
delinquency in that category. Student loan volume grew by
6.3 percent last year. Although that’s down from the more
than 20 percent growth rates of 2006-2007, student loan
delinquency has nearly doubled in the same time frame. As
a drag on the borrowing capacity of the younger generation,
this category of debt will also be a drag on home ownership.

Banks are signaling a response to the household debt that is
in line with the borrowing. On balance, eight percent more
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Thomson Reuters/University of Michigan

Consumer Sentiment Index
banks say they are tightening credit - i N . MR

card standards in 2017, while 11.7 100.0 ¢

percent more say they are tighten- |
ing auto loan standards. Conversely, 950 - : ™

most banks say that they will ease f :

mortgage credit standards slightly | g |||

again in 2017, regardless of govern- 90.0
ment intervention on Dodd-Frank
regulations. 85.0

Expect the opposite reaction to
credit conditions on the commer- 80.0
cial side of the real estate market. i
Demand for commercial real estate |
loans slowed as 2016 went on, with
banks cooling on multi-family and
hotels, while becoming slightly |
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tightening “significantly” for mul-

ti-family (noted by 33 percent of the

lenders) and land development (25 percent) projects. Inves-  than adequate to meet the needs of development.
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signs of lagging in 2017. Financing scenarios for commercial conomists following the construction industry expect that

real estate in 2017 may require more flexibility on the debt demand from commercial and non-residential projects
portion of the deal but liquidity and capacity should be more will cool in 2017, although there is the expectation that

Congratulations Carnegie Mellon University...

on receiving the MBA Excellence Award for the Jared L. Cohon University
Center Expansion. It was a pleasure being part of the successful team!

PROJECTS: For Additional Information Contact:

. o . Anthony Malanos | tmalanos@mosites.com
Commercial | Institutional | Recreational

Renovation | Industrial | Heavy Highway 4839 Campbells Run Road, Pittsburgh, PA 15205
412.923.2255 | www.mosites.com
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Variance in Private vs. Public Non-Residential Spending
{in 5 Millions)

2012 through 2016. Unlike previous
cycles, which included at least one
year of double-digit growth in the
early stage of recovery, the current
building cycle has seen a handful of
- 97 : five-to-eight percent growth years.
That streak is likely to end in 2017.

Construction spending in January
totaled $1.180 trillion, according to
the March 1 report by the Census
Bureau. That rate was down one
percent from the month before but
up 3.1 percent from January 2016.

Private  residential  construction
I l | II spending increased by 5.9 percent

over the past year. Private non-res-
Haddd 3 :~‘ “ ] E idential  construction  spendin
PRTRIIIERRIIIEIRINIRRIIEEI sl

increased 8.9 percent year-over-
Lo . . . . ear. Increases in commercial con-

Diminished public revenues and slightly more robust private investment pushed the gap be- y

tween public and private non-residential spending to post-recession highs.

AL LLLLLL

lan- 12 #

struction (up 12 percent) and power
construction (up 5.8 percent) offset
declines in manufacturing, which

contracting will increase again by between three and five per- o fell 6.8 percent. Notable among the
cent. The recovery from the 2008 financial crisis and recession subca}tegohes in the non-resldentlal segment was a 34 per-
has been unlike that of other post-World War Il cycles, includ- ~ cent jump in office construction compared to January 2016.

ing the extended period of moderate growth that ran from

e Construction
* Corporate & Business Law

¢ Creditors’ Rights & Bankruptcy
VA I_ U E D * Employee Benefits
RELATIONSHIPS  gmametis

* Energy, Utilities & Mineral Rights
* Immigration
¢ Insurance Coverage

* Intellectual Property
* International Law

..built on our commitment

to client service.

* Litigation & Dispute Resolution
* Private Clients

MEYER * Real Estate & Lending
UNKOVIC e Sustainable Development
SCOTT

ATTORNEYS AT LAW

Henry W. Oliver Building | 535 Smithfield Street, Suite 1300 | Pittsburgh, PA 15222 | 412.456.2800 | muslaw.com
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Public construction spending sank nine percent in January from the
January 2016 level. Biggest declines came in public infrastructure
investment, as plans for state and local highway infrastructure ran
into rising prices and falling revenues. Highway spending fell ten
percent year-over-year. Double digit declines were felt in other infra-
structure segments also, as transit dropped 12 percent; wastewater
projects plunged 27 percent; and spending on water supply and
treatment declined 11 percent. State and municipal revenue streams
are not expected to rise dramatically in 2017, leaving a major federal
program as the surest way to higher infrastructure investment.

The gap between public and private investment in non-resi-
dential structures spiked again in late 2016 and reached a new
post-recession high in January. Few states or municipalities have
seen revenues recover sufficiently from the financial crisis to
consistently add to budgets for public construction. In part the
growing gap is a reflection of the strength of the private sector but
an anemic public sector creates unhealthy market pressures in the
construction industry. And as a matter of public policy, declining
investment in public structures defers maintenance to a time when
the construction will cost more.

Residential construction had a stronger year in 2016 but like with
non-residential work, there should be slower construction activity
in 2017. The fundamentals of residential construction remain very
solid. Home values are increasing almost across the board. Apart-
ment vacancy rates are beginning to edge up and rental rate growth
slowed to 1.8 percent in 2016. With multi-family development
finally cooling, the stage should be set for single-family housing to
accelerate, especially as Millennials move into child-rearing years;
however, the latter trend is not up significantly and the economics of
residential land development aren’t encouraging an increase in the
supply of residential lots. Supply and demographics are expected to
keep a lid on growth of residential new construction in 2017.

January's housing construction activity showed an extension of the
trend in single-family homes. Following a year that saw a 9.3 percent
gain in single-family construction, the Census Bureau reported on
February 16 that single-family housing starts rose ten percent in
January compared to a year earlier. Multi-family starts were still up
4.6 percent year-over-year but the trend is for that gain to narrow as
2017 plays out. January’s housing starts hit 1,246,000 units — annu-
alized — with permits reaching 1,285,000 units. The construction
activity in January continued a steady, five-year climb that has seen
starts grow nearly 75 percent over the past five years.

Thus far there has been little to raise concerns about housing from
the job market. The March 10 report by the Bureau of Labor Statistics
showed employers adding 235,000 jobs in February on the heels of
growth of 238,000 in January. Most encouraging of the February
data was an increase of 28,000 manufacturing jobs, the best month
since mid-2013. Unemployment fell again to 4.7 percent, even as
labor force participation rose slightly.

The stability in the labor markets through February made an increase
in interest rates by the Federal Reserve a certainty at its March 15
meeting. Judging by the reaction of the markets to the economic
news, that increase and two others seem baked into expectations.
While rising rates don’t generally encourage development, the
magnitude of the expected increases — 75 basis points in all - is small
and the certainty of the Fed's reaction seems to be a welcome sign
that the economy will be reliable in 2017. @
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RIDC

Reg.onal Industrial Development Corpa~atior

Progress continues at Tech Forge on
47*- Lawrenceville

Strengthening Pittsburgh, Building Excellence

WORKWEAR

i MEN & WOMEN

SAFETY IS OUR

Tim White
412.315.6447
twhite@ridc.org

NUMBER ONE PRIORITY!

CONTACT WORKWEAR TODAY TO CREATE A CORPORATE
PROGRAM FOR YOUR EMPLOYEES THIS SPRING.

- CORPORATE - EMBROIDERY
PROGRAMS « IMPRINTING/
- MUNICIPALITIES BRANDING

* NO MINIMUMS

* 100% SATISFACTION
GUARANTEED

WorkWear is the premier outfitter for safety
vests, hardhats, gloves, safety glasses and
lightweight outdoor apparel guaranteed to
keep everyone safe, dry and comfortable.

105 Brilliant Avenue, Aspinwall, PA 15215 - Mon-Sat : 9am-5pm

Contact Jim Mitnick 412.784.1384 - workwear.aeconlinestore.com
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Bottom Line...

The Construction Law Group of Dickie McCamey provides legal
advice driven by bottom line value.

Contract Review = Claim Disputes = Surety Matters = Bid Protests = Mediation

| Best Lawyers William D. Clifford ‘

, : BEST W. Alan Torrance, Jr. |
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= Offices!
# Visit ‘Pittsburgh’s finest showroom.

__ Furniture-Space Planning-Design
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Mt. Lebanon Office
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1817 Banksville Road ¢ Pittsburgh, PA 15216
412.344.4300 « www.mtleboffice.com
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WHAT'S IT COST?

y nearly all measures the cost of materials and la-

bor consumed by construction is on an upward

trend. While the trend is but a few months old,

the magnitude of change in several key materials

bears watching. History shows that inflation tends
not to change moderately.

Basic metals pricing is proving to be the most dynamic. Steel
reinforcing bar prices rose $110 per ton during the fourth quar-
ter and jumped $40 per ton in January. An additional $45 per
ton increase occurred in February and the outlook for 2017 is
for another five to seven percent increase. Copper prices have
also rebounded from the 2016 floor, increasing from $2.10 per
pound to the $2.70 per pound range. Bumps have similarly
been felt in zinc and stainless steel. With threats of
more aggressive anti-dumping measures and tariffs
from the Trump Administration, pricing for metals is
likely to see higher prices in 2017.

PERCENTAGE CHANGES IN COSTS

One other notable trend emerging from the BLS data is diver-
gence between the input costs for construction and the price
of buildings. BLS measures five categories of buildings - in-
dustrial, school, healthcare, office and warehouse — which had
year-over-year increases of between 0.8 and 2.0 percent. At
the same time, however, the PPl for inputs to construction
rose 3.2 percent year-over-year, with materials rising 3.1 per-
cent and labor costs increasing 3.8 percent. The trend for the
materials and labor inputs is accelerating but the trend for the
building indexes is relatively flat. This suggests that pressure
on contractors’ profits is increasing. Such a squeeze rarely ex-
tends beyond a few quarters before cost increases are passed
onto owners.

Jan 2017 comp
1 ma,

Consumer, Producer & Construction Prices
Consumer price index (CPI-L))

Similar double-digit increases have been getting

through the marketplace for wallboard, insulation
and steel studs. Reports of increases of between four
and six percent for ready-mix concrete have been
received in St. Louis, Alabama, Utah, and Wyoming,

with concrete contractors noting that the increases

were the first in at least five years.

MNew school construction
MNew office construction 0.5 0.5 18

New industrial building construction 0.3 0.2 0.8

}New health care building construction

The IHS Markit and the Procurement Executives Group 10.4) 10.5) 0.8
(PEG) monthly survey of purchasing activity was again  [cancrete contractors, nonresidential .:IJ " g_DJ 41
above neutral and trending higher. The IHS PEG Engi- |Roofing contractors, nonresidential 0.2 11 20
neering and Construction Cost Index for February came Electrical contractors, norresidential 0.0 0.1 (0.8)
in at 55.2, after a reading of 57.7 in January and 53.3  |Plumbing contractors, nonresidential 0.4 0.2 02
in December. January's reading was the highest since  |Construction wages and benefits MIA 0.8 2.1 |

September 2014. A slight decline below neutral in the
subcontracting index pulled down a 58.0 response for
materials. Also notable in the index was the fact that in-

lArchitectural services

Costs for Specific Construction Inputs

creases were noted in ten of the 12 categories surveyed. S;'IIB:EI fuel T ?; ;; 348

alt paving mixtures a 2 . {0.9)
The Bureau of Labor Statistics (BLS) reported February |cement 21 1.1 3.0
15 that the producer price index (PPI) for final demand [Concrete products 0.4 1.1 30
in January increased 0.5 percent from December and  |Brick and structural clay lile (0.6) 0.2 0.0
1.6 percent year-over-year from January 2016. Final de- |Plastic construction products 01 01 09
mand includes goods, services and five types of non- [Fiat glass 02 04 22
residential buildings that BLS says make up 34 percent |Sypsum products ID'E_ 1":'. 2.7 |
of total construction. The PPI for final demand construc- tumbar and Ph"ﬁ'DDd ;U f} (0 5 3.7
tion rose 0.3 percent for the month and 1.3 percent st:lﬁrﬁxiﬁ [1];} [2 ; 133
for the year. Materials that had significant monthly or c and brass Tl Shapss “.‘} 12.1 19_9
annual price changes include asphalt paving mixtures Emsham 09 3.2 49
and blocks, up 7.5 percent for the month; steel mill  [E2re 2t e mrmmreaT 01 0.9) 27
products, up 1.6 percent from December and 11 per- — 596 |

cent since 2016; copper and brass mill shapes, which
jumped more than 20 percent year-over-year; and die-
sel fuel, which spiked 35 percent since January 2016.

s, Updated February 15, 2017

+ Chief Economist

BreakingGround March/April 2017 19




= iy e R A= ' B i ™ T W B — L Tt e L, ' P il
T T T T s 1~ WIS L e = e T T T
- i e LY - - - # | E P g . -

F=

BRINGING NEW ENERGY
TO A LEGENDARY BUILDING.

WE'VE BEEN FORTUNATE TO WORK WITH SOME AMAZING PROFESSIONALS
THROUGH THE YEARS. WE'RE ESPECIALLY THANKFUL TO HAVE BEEN PART
OF THE TEAM THAT MADE THE UNION TRUST BUILDING A REALITY.
CONGRATULATIONS TO MASCARO AND THE DAVIS COMPANIES!
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BUILDING EXCELLENCE AWARDS
2016

AWARD WINNERS

Powerlng P|ttsburgh Busmesses Slnce 1984
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LIGHTHOUSE _
ELECTRIC 724.873.3500 )

BLIIETIEAL GORINIACIIOIE LighthouseElectric.com NECX

e

BreakingGround March/April 2017 21



Providing Sophisticated Building Enclosures
for the Medical & Pharmaceutical Industries

o —
Buffalo, NY

"Dellovade has been considered,

and remains, one of the few premier
contractors in their field that understands
the strict facade requirements for the
medical industry”

Wexford, PA

A.C. DELLOVADE, INC.

1-800-245-1556

www.acdellovade.com




PROJECT:

CONTRACTOR:

ARCHITECT:

Y A

OWNER:

MBA SUBCONTRACTORS:

NEW CONSTRUCTION -
OVER $25 MILLION e (LI RS v

Phoenix Roofing

Proud member of the
Tower Two-Sixty
project team

‘gﬂ/él

Phoenix Roofing
’?, . : 230 Coraopolis Road
e b o I i q Coraopolis PA 15108
u"- Pefaas m* i. 1 J“ﬁ‘"‘" - "- 7 ; 2
[ a-# 412.778.8845
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PROJECT:
CONTRACTOR:

ARCHITECT:

OWNER:

MBA SUBCONTRACTORS:

NEW CONSTRUCTION
UNDER $10 MILLION

RAN Acoustical w22 year

Continuing to Build the Future with Honesty, Integrity & Reliability!
NBA Excellence Awards

Renovation Winner AT N
Liberty Center Lobby, New Construction Winner

A E nd
Pittsburgh Poros Restaurant, downtown Pittsburgh ) L ’,74,42 )
Contractor: Rycon Const. Inc. s A M & T, Rcoustical Cornoration (w N o

www.ramacorp.net

RAM Acoustical: Proud to RAM Acoustical: 0. Box 908 Phone: 724-846-6800

608 Second Avenue

Partner with Rycon Const. Co. Proud to Partner with A. Martini & Co. Beaver falls PA 15010 Fax:724-846:6033
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PROJECT:

UPMC Presbyterian University
Hospital Renovations -
Phases 1,2, 3,4

CONTRACTOR:
PJ Dick Incorporated

ARCHITECT:
Harley Ellis Devereaux

OWNER:
UPMC

MBA SUBCONTRACTORS:

Flooring Contractors of Pittsburgh

G. Kidd Inc.

Lighthouse Electric Company, Inc.

Massaro Industries, Inc.

Master Woodcraft Corporation

McKamish, Inc.

Richard Goettle, Inc.

SSM Industries, Inc.

Specified Systems, Inc.

TD. Patrinos Painting &
Contracting Company

RENOVATION ) | | > 4 Wayne Crouse, Inc.
co N STRU CTI 0 N : - - - . ' Wellington Power

Corporation

BETWEEN $10 AND $30 _ B W vt ncorporated
MILLION RN T el

Commercial Interior Construction
and Exterior Wall Systems

R v
; .

PITTSBURGH
412-787-5800

PHILADELPHIA
215-492-5800

www.wyattinc.com
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PROJECT:
Liberty Center Lobby

CONTRACTOR:
Rycon Construction, Inc.

ARCHITECT:
Gensler

OWNER:
Starwood Capital/CBRE

MBA SUBCONTRACTORS:
Flooring Contractors
of Pittsburgh
Massaro Industries, Inc.
RAM Acoustical Corporation

RENOVATION
CONSTRUCTION
UNDER $10 MILLION

-¢~ %,

§ MICA *

MICA members are interior contractors who share a common
mission: to provide their customers with the highest quality
craftsmanship. We partner with the union trades that supply the
best trained, safest and most productive craftsmen in the industry.

Alliance Drywall Interiors, Inc. T. D. Patrinos Painting
Easley & Rivers, Inc. & Contracting Company
Giffin Interior & Fixture, Inc. Precision Builders Inc.

J. J. Morris & Sons, Inc. RAM Acoustical Corporation
Laso Contractors, Inc. Wyatt Inc.

Sewickley Presbyterian Church Renovation
Interior Contractor: Alliance Drywall Interiors, Inc.
Another high quality MICA project

Photo courtesy of Massaro Corp.
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PROJECT:
Carnegie Mellon University -
Jared L. Cohon University Center

CONTRACTOR:
Mosites Construction Company

ARCHITECT:
CannonDesign

OWNER:
Carnegie Mellon University

MBA SUBCONTRACTORS:

Ferry Electric Company

Franco Associates

JJ. Morris & Sons, Inc.

Kalkreuth Roofing & Sheet Metal, Inc.
Massaro Industries, Inc.

Noralco Corporation

Specified Systems, Inc.

W.G. Tomko, Inc.

NEW CONSTRUCTION
BETWEEN $10 AND
$25 MILLION

- iy

“qraiid 4 Ljedmad pigpp gut

Congraiulahons to Carnegle Mellon g s
University and Mosites Co_nsiruchon Co.
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Ferry Eiecirlc /Company, proud member e ARRGy ..
of the Jared L Cohon Center team. 2 : e,

-

J
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Fay

www.ferryelec’rlr.i::cf;)%' ~ FERRY EI.ECTRIC "-
COMPANY

g @ " @ Electrical.Contfractors '
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PROJECT:

CONTRACTOR:
ARCHITECT:

OWNER:

MBA SUBCONTRACTORS:

RENOVATION
CONSTRUCTION
OVER $30 MILLION

Monroeville Morgantown
207 Townsend Drive, Monroeville, PA 15146 3800 Morgantown IP, Morgantown, WV 26501
(412) 795-4482 {304) 291-6803

Easley & Rivers has been a provider of quality
commercial interior consfruction and office furniture
to the tri-state area for over é5 years.

From Great Beginnings To Spectacular Finishes!
: : ; -

On Time and On Target

www.EasleyandRivers.com
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PROJECT:
Allegheny Country Club -
Master Plan Phase 1

CONTRACTOR:
Landau Building Company

ARCHITECT:
Perspectus Architecture

OWNER:
Allegheny Country Club

MBA SUBCONTRACTORS:

HOFF Enterprises, Inc.

Marsg, Inc.

Paramount Flooring
Associates, Inc.

Sargent Electric Company

Swank Construction
Company, LLC

Wayne Crouse, Inc.

EXCELLENCE IN
CRAFTSMANSHIP

INTERIOR
CONSTRUCTION

GOETTLE

l GEOTECHNICAL ENGINEERING & CONSTRUCTION
||||||||l 1"
. = ]

Safe. Sound. Secure.

\Since 1556

Specializing in Design-Build

for Over 50 Years
Visit Our
New Website:
WWW.GOETTLE.COM ¥ o |l
(412) 635-7155 S

Engineering & Design Deep Foundations Earth Retention Marine Construction
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UPMC Mercy will be the site of the new
center for ophthalmology, one of the few
major expansion projects planned for an
urban hospital. -




HEAL+HCARE 2017:

THE T

RENDS

ORIVING

CONSTRUCTION

e
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ince March 9, the American Health

Care Act has been one of the dominant

stories in the news. The fulfillment of
the Republican promise to repeal President
Obama'’s Affordable Care Act (ACA), this new
health care legislation is intended to reform
the 2010 ACA and reel in the rising costs to
insurers, providers and the insured. Whether
the American Health Care Act succeeds
in passing as legislation or in its intended
purpose, its existence adds uncertainty to an
industry that was just beginning to adjust from
a period of uncertainty.
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“We have adapted and got to a place where we are comfort-
able with the challenges of the Affordable Care Act,” says Dan
Laurent, vice president of internal and external communications
for Allegheny Health Network (AHN). “Now we are faced with
the uncertainty of what will stay or will the administration blow
the whole thing up.”

Healthcare as an industry is important to the economy because
it creates jobs and opportunity. It can also have a chilling
effect when patients spend more of their dollar on doctors
and medicine. For Pittsburgh, healthcare is one of the pillars
of the economy. It's the “meds” in the “eds and meds"” recipe
for Pittsburgh’s much-celebrated economic transformation.
Healthcare is also enormously important to the construction
industry’s economic well being in Pittsburgh. The response to
the uncertainty about healthcare’s future over the past few years
has been a dramatic cut in capital spending on hospitals and that
has kept the construction economy from enjoying Pittsburgh’s
transformation more fully.

Contractors, architects and engineers in Pittsburgh have devel-
oped exceptional competency in healthcare construction as a
result of the emergence of that sector. Over the past decade,
the strength of Pittsburgh’s healthcare industry has been a draw
for firms not located in Pittsburgh to open offices here. Coming
into 2017, there was great enthusiasm about the healthcare sec-
tor, which was planning to increase investment in physical plant
across the board. Rarely have there been so many major projects

T iy —
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in the pipeline by virtually every hospital system, in virtually all
the markets they serve.

Will the loud debate about healthcare legislation dampen those
plans? While that possibility certainly exists, there is little evi-
dence that what Washington does over the next six months will
impact the strategies in place. In fact, the construction plans of
UPMC, Allegheny Health Network, St. Clair Hospital, Excela and
others are in response to overarching trends that transcend the
shifting sands of national politics.

“Healthcare is very market- or community-dependent. While
everyone talks about a national healthcare policy, healthcare
is very local,” notes Harold Miller, president and CEO of the
Center for Healthcare Quality and Payment Reform. “Healthcare
in Pittsburgh is very different from healthcare in Cleveland or Los
Angeles or wherever.”

You only need to look at the activity of the past five years to
validate that theory. The dispute between UPMC and Highmark
has influenced Pittsburgh’s hospital construction market far more
than anything Washington has concocted. The ACA may have
moved the patient into a more prominent role in the process but
Pittsburgh’s healthcare providers had been revamping its facili-
ties towards a more patient-centered model already. The surge in
construction spending that will occur from 2017 to 2020 is more
about how the Pittsburgh region’s providers see their future.

! e g
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THE IMPACT OF AFFORDABLE CARE
ACT (OR ITS REPLACEMENT)

Even as the debate about replacing or amending
Obamacare rages on, its impact on the healthcare
landscape continues. When ACA rolled out and
open enrollment began, there were a number of
concerns that the legislation would have the oppo-
site effect from its stated intent. In part because of
technology problems initially and reluctance from
users as the ACA kicked in, hospitals saw declines
in admissions and patient flow. There were wor-
ries that patients as consumers would choose not
to have pricey imaging done or would avoid other
early diagnostic procedures because they were
too costly. Those kinds of concerns have largely
faded. But what has remained a concern from
day one is now a fact of life: Hospital Consumer
Assessment of Healthcare Providers and Systems
(HCAHPS) surveys matter.

The HCAHPS survey was not new to ACA. In
2002, the U.S. Center for Medicare and Medicaid
Services (CMS) partnered with the Agency for
Healthcare Research and Quality to develop the
first national standardized, publicized survey of
patient perspectives on their care. The 27-ques-
tion survey was endorsed by Bush Administration
agencies and in 2007, providers who participated
with the Inpatient Prospective Payment System
for their annual reimbursements were docked two
percent if they failed to collect, submit and pub-
licly report the HCAHPS data. The ACA, however,
included HCAHPS data among the measures to
be used to calculate value-based incentive pay-
ments to providers. Since discharges in October
2012, the patient's perception of the experience
has directly impacted hospital revenues.

There was some synergy or synchronicity between
this new emphasis on patient experience and the
growing influence of evidence-based design. Based
upon Roger Ulrich’s groundbreaking 1984 research
about the impact of environment on patient
recovery, architects had done numerous studies
that concluded that daylight, views of green space,

Estimate Cost

UPMC South Hiks £150-180 million
Allegheny Health Natwork 51 Vinoent 5115 millon
UPMC Hamot £111 million
LIPMAC Mercy Opthalmaokogy £100-200 millicn
WAUH Children's Hospital $100-150 milkon
51 Clair Hospital Expansion 575 milkion
UPMC Jameson Upgrade 575 milion
UPMC Shadyside/Prestybenan Patient Upgrade £55 million
UPMC South 20-BedfMixed Development $40-80 million
AHN Allegheny Valley Hospital £25 milion
UPMCAWCA Hospital Jamestown 525 millkon
UPMC Ebensburg Outpatient 520 milkon
Excela Healih Ambulaiory Center Latrobe 20 milion
mmw.wma 20 million
Butier Health System, Shenango MOB $20 milkon
Excela Health Greensburg Orthopedic Center $20 milkon

Pittsburgh hospitals have a pipeline full of major construc-
tion projects planned for 2017-2018.

EWI NG Architects
Engineers
COLE Interior Designers
Planners

LPMIC East

Charlotte Irvine New York Philadelphia Pittsburgh Rakeigh  ewingcole.com

When it comes
to advising

our clients on
construction
matters,

we're all in.

It's time to count on more.

From our integrated business systems
and tools, to our dedicated teams of
experienced attorneys and professionals, CLARI< HILL
our full-service construction practice never
stops delivering the results you deserve. One Oxford Centre
301 Grant St, 14th Floor

clarkhill.com | 412.394.2428 Pittsburgh, PA 15219
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Real Estate | Construction | Manufacturing
P. 412-227-2500 « F. 412-227-2050
www.BlumlingGusky.com

Decisive.

Intense.

Project success.
It's what our clients do.
It’s what we do.

I Blumling & Gusky I

ATTORNEYS AT LAW

Colliers International | Pittsburgh
specializes in adding value to our
clients to accelerate their success.

Commercial Real Estate Sales and Leasing Services

> Valuation and Advisory
> Investment
> Auctions

> Real Estate Management
> Corporate Solutions
> Sustainability

A 412 321 4200 | www.colliers.com | @PghCRE kwitter ¥
Colliers
INTERNATIONAL Learn how we are living our values of service, expertise,

community and fun at www.colliersinternationalpittsburgh.com
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quiet and other comfort factors could reduce pain
medication and shorten recovery times by days.
With the ACA's weighting of the HCAHPS survey,
factors influencing patient satisfaction that related
to the building had to be considered in the same
way other qualitative factors were during design.

With patient satisfaction as a primary consider-
ation for performance, the days of the brilliant
physician with poor bedside manner may be
numbered. Hospitals now have to judge “best
outcome” through more than one lens.

“Patients describe good outcomes differently
than how a doctor might,” assures Arthur Scully,
vice president of development and communica-
tions for Magee Research Institute. “For patients
a good outcome is if people treated them nicely.
It was quiet at night. The food was good. Doc-
tors would talk about improved range of motion
or less discomfort, how the patient’s health was
improved. But the patients are the ones who fill
out the survey forms.”

"As patients become more consumers of
healthcare, we as designers are more aware of
the patient experience,” says Mary Frazier, AlA,
principal at EwingCole. “That experience starts at
home with how easy it is to make the appoint-
ment and continues to how easy it is to get to the
appointment, right through the care they receive
at the facility. We're not only providing the best
patient care but also the best experience.”

Casual observers have seen this emphasis on
patient experience in superficial measures like
brighter colors, Wi-Fi, bigger TVs or changing the
hospital cafeteria into a more food court setting.
For architects, the bigger challenges have been
to go deeper into the functional aspects of the
hospital that could impact patient satisfaction.

“The trends we continue to see are the emphasis
on providing a more hospitality-based design,”
explains David Wells, principal at Radelet McCarthy
Polletta. “We look at it not only from a design basis
but also from a facility basis, how the facility works.”

Wells points to a recent project renovating the
fourth floor of the Hillman Cancer Center. Instead of
typical space planning, he says the design process
focused on how the patient would best experience
the difficult process of receiving cancer treatment.

“Patients came to a waiting room and then got
tested. They came back to the waiting room and
got more tests. Back to the waiting room before
seeing the doctor for their checkup,” Wells relates.
“On the fourth floor we thought about how the
patient might go through the process to minimize



the waiting. We designed a concierge-like lounge
where the patient stayed throughout the visit. A
tech comes in to draw blood and sends it to the
lab first so the results are available to the doctor.
Then the admissions person comes in to get the
patient’s information.”

This concierge approach should streamline the
process, especially if it allows information about
the patient to be available to an oncologist prior to
a consultation and treatment. That should shorten
the visit. It's also more likely that locating patients
in a comfortable setting while the caregivers come
to them will improve the experience. That's 180
degrees from the time-honored process of moving
patients from room to room while waiting.

Focusing more on patient experience has changed
the way buildings are designed and the process
of design itself. As the real estate becomes part of
the toolbox for satisfying patients, the conversa-
tions during design have also changed. One of
IKM’s partners, Mike McDonnell reports that his
early meetings with clients often include represen-
tatives from the hospital’s marketing department
for the first time in his career.

“Healthcare clients here are kind of at a cross-
roads. They are beginning to ask us questions that
are different than before,” McDonnell reflects.
“Before the questions were about consistency
and about tried and true models of color selection
and space organization. They are beginning to ask
questions about design strategies that change tra-
ditional ways of doing things. Where do you begin
the process of managing patient expectations
and bringing them into the system? We're seeing
a lot more linkage from a messaging standpoint
between what their brand component is and what
the physical space looks like. They understand the
value of bringing those things together.”

Perhaps the most disruptive effect of this emphasis
on patient experience has been the acceleration
of a longer-term trend towards distributed care.
Technology and medical advancements have
improved surgery and other acute procedures,
allowing more patients to avoid admission. That
trend has benefits in controlling infection and
readmission, as well as pushing costs lower. As a
function of patient satisfaction, moving the care
closer to the patient is another strategy that wins
with the ACA.

“ACA is moving healthcare towards the consumer,”
concludes Scully. “UPMC is focused on where
people want to receive care and how they want to
receive it. No one wants to come into Oakland.”

UPMC isn't alone in that observation. AHN faces
similar feelings from its patients about the North
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of non-surgical care in a medical office environment. Photo.by Eddie Davis, E3Aerial.

Side. The same sentiments exist for urban hospitals in every major
city. For any number of reasons, more capital is being invested
now to move healthcare closer to where the patients live across
the U.S. And as the healthcare systems in Pittsburgh ramp capital
spending much higher in the coming three years, the majority of
that investment will be away from the core urban hospitals.

THE “"DOC-IN-A-BOX"” TREND

The cringe-worthy expression, “doc-in-a-box,” is used to
describe a fast-growing segment of the retail medical market.
The broad definition of the phrase is a doctor who works in a
outpatient-like clinic. For the patient as consumer, a doc-in-a-box
has come to mean something a bit narrower. This new alternative
version of primary care giver is bifurcating into separate business
models that are influencing facilities.

Time and convenience are the main drivers of this model of
healthcare delivery. Patients for doc-in-a-box treatment are
usually (ideally) those with minor but irritating or painful health
problems that don't require acute treatment. Patients with more
patience could certainly wait for their primary care physician
(PCP) to open a time to observe and treat their poison ivy or
severe sore throat but the discomfort demands more urgency.
At the same time, neither of those ailments — or countless oth-
ers — merits the attention and facilities of an emergency room,
which has historically not always provided the swiftest response.
So, an alternative solution developed for those with the means
or insurance to pay for it.

It's been most of a decade since the urgent care model has been
flourishing as an alternative to the emergency room or the PCP
waiting room. Morgantown-based MedExpress has developed
dozens of its roughly 5,000 square foot urgent care centers
around metropolitan Pittsburgh. In their wake, UPMC created a
network of its Urgent Care centers and Allegheny Health Net-
work had dotted the region with its Express Care facilities.
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Patients are stuck with the possibility of a surge in activity at
these centers but, by and large, the suburban urgent care center
operates with a minimal wait time. Because the spectrum of
services offered at an express care center are limited to those
not requiring hospital acuity, patients aren’t caught in the triage
hierarchy of an emergency room. Come in with a scratched
cornea and you'll leave the MedExpress with eye drops and a
prescription within an hour, usually less.

At the retail level, the doc-in-a-box can be even quicker or more
efficient. In most major cities, routine testing procedures like strep
throat testing can be done at the local CVS or Walgreen’s, with
follow up coming within minutes. For a patient with a sore throat
that isn't a strep infection, spending a few bucks to find out that
hot tea and throat lozenges are all that is needed to deal with the
condition is well worth it. And for those who learn that the prob-
lem is more serious, the time invested with a PCP or emergency
room doctor is also merited.

Whether the alternative is a retail pharmacy or an emergency
care clinic, the rise of this form of medicine has already impacted
the hospital physical plant. Without the low acuity alternative,
hospitals were already beginning to look at ER design with an
eye towards managing the patient flow better. Emergency rooms
treat patients with serious conditions — deep cuts, high fevers,
severe nausea, etc. — that can be remedied without admission;
however, the ER serves a significant business role for a hospital in
that some share of those serious ailments require admission for
treatment. ERs are feeders for the hospitals. But while there are
patients who require examination before determining the level
of acuity of their condition, much of the triage is straight-forward.

The modern ER has been redesigned so that low-acuity patients
were in a separate queue from those that would likely end up
admitted. In markets where there is little or no urgent care pres-
ence, it is in the hospital’s best interest to create an emergency
room experience that is as convenient — meaning quick and
infection free — as possible.



The end result of the current trend could leave hospitals with
providing acute care and surgery, allowing for re-purposing existing
physical plant.

Doc-in-a-box is also used to describe a more stripped down ver-
sion of the outpatient clinic that is being developed in response
to the current healthcare environment. As the trend towards dis-
tributed care giving expands, there are factors that have changed
how these kinds of facilities are designed in fairly short order.

When Allegheny Health Network’s Health and Wellness Pavilion
opened in Wexford in October 2014, it was designed to antici-
pate the demands of patients in a new healthcare environment.
Patients could receive extensive treatment and testing, research
their ailments, and get therapy all under one roof; however, the
sands of the market shifted almost as soon as the Pavilion opened.

One of the significant changes impacting wellness pavilions like
AHN’s in Wexford is the change in reimbursement criteria that
accompanied the 2015 Bipartisan Budget Act. In attempt to
control costs, CMS reduced the reimbursements paid to hospi-
tals operating outpatient centers that are physically separated
from hospital campuses. Previously, providers have argued that
the higher overhead associated with hospitals necessitated that
reimbursements for outpatient services provided by hospitals
should be higher than those provided by physicians or indepen-
dent systems. That changed January 1. CMS is pressing for site
neutrality in its reimbursements and is now paying for outpatient
services at the lower rate, which is 55 percent of the hospital-
based rate.

There are exceptions, which still favor hospitals. Several of the
exceptions have to do with facilities that were operating or
partially under construction when the Budget Act was passed
in Fall 2015. (That exempts AHN's Wexford pavilion for now.)
Other exceptions allow outpatient facilities within 250 yards of a
hospital to be considered hospital-based or exempt those that
were forced to move away from campuses due to “extraordinary
circumstances.” These exceptions are not cast in stone, however,

and new services delivered in hospital-based outpatient facilities
will not be exempted from the lower reimbursement rate.

The decision on reimbursements is part of a move to push care to
lower-cost facilities. The Medicare Payment Advisory Council is
advising that lower-risk procedures performed at hospital-based
facilities be reimbursed at the lower outpatient rates, although
hospitals are arguing against this.

At the root of this re-jiggering of reimbursements is a push to
move care that does not require the higher-acuity facilities of a
hospital to be provided at facilities with a lower operating cost.

“Because of the costs in large urban hospitals there is more dis-
cussion about what should be built on campus versus off campus
where the real estate can be used more efficiently,” says Mary
Frazier. “Hospitals are thinking of themselves as systems, using
real estate to deliver less acute, less critical care in facilities that
are cheaper to operate.”

Controlling or reducing costs will be the key to creating a healthcare
system that can meet the mutually exclusive demands of providing
more care to more people at an affordable cost. There are a number
of systemic problems that need solutions that are beyond the pur-
view of the physical plant but the drive to contain costs is manifest
in the decisions about construction. Key among those is the invest-
ment in less acute facilities that are located closer to patients.

“UPMC East was the beginning of the initiative to move healthcare
to the community level,” asserts Mike Kuchera, regional director
for EwingCole in Pittsburgh. “Patients gave feedback that they
very much disliked driving to Oakland. They found it very stressful.”

The planning and construction of UPMC East took place as
the ACA was being debated and rolled out, however, and at
156 beds is not the kind of lighter facility being planned today.
Opened in July 2012, UPMC East was also at least partially a
competitive response to the impending split between UPMC
and Highmark. In today’s market, the same could well be said
about UPMC South Hills investments and the investments being
made in Erie and Central PA by both major health systems. The
difference in how those investments are being executed tells
more about market conditions in 2017 and beyond.

Right now, there are three very similar facilities under construction
in Western PA that illustrate the difficult economics of providing
healthcare. In Ebensburg and Hampton Township, UPMC is under
construction with ambulatory centers of 46,500 square feet and
44,000 square feet respectively. The new facilities will serve to
consolidate a number of physicians’ practices that UPMC has
acquired and will offer care that runs the gamut of ambulatory
services. Built for roughly $300 per square foot, these facilities
are in the same ballpark as Children’s Hospital South. In Latrobe,
Excela Healthcare is building a larger outpatient center. At 125,000
square feet, Excela’s new center will have more medical office
and lower acuity care space than the UPMC facilities. That allows
Excela to develop the center for less than $200 per square foot.

Those kinds of numbers pale in comparison to the cost of a new
full service hospital. At lower reimbursement rates, outpatient
centers like those under construction will be the right fit for care
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and treatment that doesn’t need the support of a full hospital.
Designing buildings that are energy-efficient, with tight enve-
lopes and high-performance HVAC and electrical systems also
work to keeping the costs down after construction.

“There’s also a focus on performance,” observes McDonnell.
“There's a real understanding from the healthcare institutions for
the building to perform well and to perform well over its life cycle.”

WILL THE HOSPITAL SURVIVE?

Whether it is driven by patient satisfaction concerns or cost con-
tainment, the trend towards distributed care is real. Should the
trend hold to its logical conclusion, it's not difficult to envision
the future of medicine with fewer major hospitals. Pittsburgh is
an example of how that trend is playing out. It wasn’t many years
ago that UPMC was planning to fill in the hole where Children’s
Hospital was on Fifth Avenue with a new 1,000-bed flagship
hospital to replace or reorganize its Presbyterian, Montefiore and
Eye and Ear facilities. That plan shrank to 500 beds and eventu-
ally went on the shelf. It's hard to imagine such a hospital being
built now. UPMC's current capital plans underscore how much
things have changed.

After a few years of reduced capital spending UPMC plans to
boost its spending to more than $300 million over the next
few years. Much of that capital budget will be invested in the

community hospitals UPMC has acquired or merged into its
system. The healthcare provider announced plans to spend $75
million at Jameson Hospital in New Castle and $111 million in a
new tower at Hamot in Erie. In addition to the outpatient center
in Ebensburg, UPMC is nearing completion on the 90,000 square
foot Logan Medical Center located between Altoona and Hol-
lidaysburg as part of its investment in UPMC Altoona Hospital.
Within the suburban Pittsburgh footprint, UPMC is reported to
be developing plans for a 20-bed mini-hospital on the Route
51 corridor in southern Allegheny County and a $150-$180 mil-
lion hospital near I-79 in South Fayette. Its recently-announced
200,000 square foot ophthalmology facility at the Mercy Hospital
campus Uptown represents UPMC's only major project in the city.

Allegheny Health Network has also upped its spending, report-
edly to $150-$160 million for the coming year. AHN continues to
need significant investment in modernizing infrastructure but it
will also be directing some of its capital to community facilities,
committing $115 million to the St. Vincent Hospital in Erie and
roughly $10 million each for perioperative services at Forbes
Regional and orthopedic care at the former Pool City space in
Hempfield Township. The system is also investing $25 million in
its Allegheny Valley Hospital in Natrona Heights.

Two other major construction projects in planning involve two
different health systems competing for patients. West Virginia
University Hospital is completing its South Tower expansion
and looking at an investment of more than $100 million in its
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Children’s Hospital.
At the other end
of the spectrum
from a quasi-public
teaching hospital,
St. Clair Memorial
Hospital is planning
a major expansion.
The $75 million
project will include
a central plant,
patient tower and a
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“Qur clients rec-
ognize they have
world-class  facili-
ties but realize they
are in difficult set-
tings for patients
to reach,” notes
Frazier. “They are
trying to reach
patients who don't
want to travel to
urban hospitals but

reconfiguration of : Clam | L want the same care
its existing access. E : " : as they getin major
urban  hospitals.

:;hls yval\/e of major Outpatient centers
ospital  projects maximize patient

would seem to sig- Urgent care has moved from the emergency room to the retail center. loyalty to the insti-
nal that centralized

hospitals are on
their way out but
most of the projects are programmed for making the facilities
more efficient or function differently, rather than expansion.
With ambulatory care on the rise, hospitals are being recon-
figured to focus on providing care that is best suited for large
facilities. Acute care and riskier procedures are better suited
to the hospital environment. Healthcare providers who have
competency at those services are trying to distribute similar
quality care into the communities.

tutions and serve
as feeder for the
critical procedures

that are only delivered at main hospitals.”

Harold Miller is among those who see a cloudy future for the core
urban hospital campus. It's his opinion that the market conditions
will pressure more procedures to be done on an outpatient basis.
Miller points out that waiting for the market forces to choose
winners and losers can be costly.
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“Hospitals are very big expensive buildings and having two
where there should only be one is great for construction but bad
for healthcare,” he says.

While the long-term trend is towards distributed healthcare,
demographics offer a shorter-term respite for hospitals. A major
cohort of the population is aging. Baby Boomers have demon-
strated an appetite for medical solutions to solve the maladies
of aging. For all the momentum for ambulatory care, 41 percent
of the commercial insurance cost increases between 2009 and
2016 was spent in hospitals. Hospitals trying to reconfigure their
facilities and reduce utilization will find that the aging popula-
tion will be absorbing those underutilized beds over the next 15
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years. Of course, hospitals that are expanding capacity now in
advance of that demographic wave will find an even bigger gap
when Boomers go from aging to dying.

It appears the key will be flexibility in building and managing the
healthcare physical plant. Should the Trump Administration suc-
ceed in replacing the Affordable Care Act with a new system for
healthcare, it will mark the fourth major change in two decades.
Only one of those healthcare reforms managed to dramatically
impact the costs of providing care.

“People are still going to come to the hospital and the emergency

room who can't afford care and the state’s going to have to figure
out how to pay for that,” muses Scully. “HMO's
worked at controlling costs but no one liked it
when the PCP was the gatekeeper.”

One major reason that HMO's worked was that
many of the illnesses that patients had got better
while the patient waited for approvals from the
primary care physician or insurer. Patients have
become accustomed to getting treatment again
rather than waiting for an infection or virus to run
its course. But the HMO model kept patients
out of hospitals, driving costs lower by reducing
how often the healthcare system was utilized.
Any future solution that works the cost side of
the equation will also reduce utilization, which
makes planning for the facilities of the future just
that much more uncertain. Mary Frazier suggests
that focusing on a balance between inpatient
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and outpatient care will improve flexibility and make it easier to
respond to the next change.

“Main hospitals - instead of 200 or 300 beds — are building 20- to
30-bed facilities with an emergency room and operating room
but with the ability to grow further down the line,” she concludes.

Having the flexibility to grow (or shrink) appears to be the key
for healthcare systems in an environment that remains uncertain.
The trends in demographics and research suggest that there
will be more people needing care over the next two decades
and more demand for procedures and treatment that extends
or improves life. The missing piece of the puzzle remains the
means by which this medicine is funded.

The history of America shows that we tend to unite behind
solutions that deal with problems of society at large. As health-
care is currently delivered in the U.S., there is likely to be an
existential crisis for hospitals in the coming decade, perhaps
sooner. Pittsburgh’s new economy is no longer reliant upon
one dominant industry for its vibrancy, but the healthcare sec-
tor plays a significant role and disruptions in healthcare will
be disruptions for Pittsburgh. It's comforting to know that the
brightest minds in Pittsburgh’s healthcare industry have been
working to envision what the future of healthcare in the U.S. will
be and are positioning their systems to be there alreadly.

For bricks and mortar, the healthcare sector is on the upswing.
Even if the future of healthcare looks a bit rocky, construction
will play a role in how that future unfolds. @
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Two distinct building masses separate
clinical services from public spaces.

Photo by Adam Warner, IKM Inc.

CHILDREN'S HOSPITAL OF PITTSBURGH
OF UPMC SOUTH

hen Children’s Hospital of Pittsburgh opened its flagship new hospital in
Lawrenceville in 2009, Pittsburgh got to see the state of the art in pediatric
care. Its colorful exterior and interior signaled a change in approach to
children’s medicine, a recognition that the environment plays a key role in healing. The
clinical response to an illness in a child is enhanced when fun and family can distract

the patient; and providing ways for the family to manage the stress of supporting a sick
child is a critical therapeutic component to providing care.
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The demand for pediatric medicine extends to the suburbs and
small communities in Western PA that are removed from the
center of Pittsburgh as well. University of Pittsburgh Medical
Center found itself with such growth in demand in the South
Hills that it needed to respond in a significant way. In 2012,
UPMC gave the green light to the construction of a new facility
on Route 50 in South Fayette Township, just west of the I-79
Bridgeville exit.

“Children’s Hospital of Pittsburgh chose to build a new facility
because the former Bethel Park location was undersized and
patient volume was expanding at a high rate each year,” says
Roger Altmeyer, senior director of project development and
construction for UPMC. “This Bethel office was difficult for
some patients to find and because Children’s was drawing
patients from all over the South Hills, Greene and Fayette coun-
ties, and West Virginia, this became problematic. The South
Fayette location was a good site, in a growing community, with
great access to |-79.”

UPMC planned to use the new facility to create a different model
of care than was the norm in suburban medicine. The intent was
to unite a number of private pediatric practices from throughout
the South Hills and to support those primary care practices with
resources — like imaging, testing or physical therapy - that aren’t
usually in their offices. The new hospital would house various
specialists too. While higher acuity cases and surgery would still

be directed to the Lawrenceville campus, the Children’s South
facility was intended to offer integrated services in one location.

“Children’s South is a comprehensive pediatrics-only outpatient
center and includes a new home for Children Community Pedi-
atrics and other specialty services including gastroenterology,
pulmonology, endocrinology, allergy, cardiology, behavioral
health, imaging, and pediatric-based blood draw,” says Jim
Froehlich, project manager for UPMC.

The intended comprehensiveness of Children’s South offered a
programming challenge to architect IKM Inc., which Froehlich
says was chosen because of its portfolio of other successful out-
patient facilities throughout the region. In addition to the chal-
lenge of fitting ten pounds of program into a five-pound bag,
there was an additional design challenge that related directly
to the success and iconic architecture of the main Children’s
Hospital. IKM met that challenge through the varied use of color.

“One of the challenges that was presented to us by UPMC was
to help extend the brand of Lawrenceville out into the rest of
the community, without just physically copying what's there,”
recalls Michael McDonnell, partner at IKM Inc. “We thought
long and hard about that important challenge. If we just picked
up the Lawrenceville campus, made it smaller and transplanted
it into other locations, we would diminish the impact of the
Lawrenceville site, which was not at all what we wanted to do.”
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“For us, the application of color had to do with identifying
important elements of the plan, where you go to register;

where you go to circulate; how you understand where you are

in the building,” he continues.
“There is a color theme associ-
ated with each floor as a function
of wayfinding. We tried to stay
away from the obvious kinds of
child-oriented artwork and form-
making and really use color in the
way in which an artist uses color
to express light and shadow and
intimacy.”

McDonnell says there was also a
conscious effort to use the walls
and floors as base colors for the
interior palette, letting more
neutral solid colors heighten the
contrast from the bolder colors
and artwork that was used.

“There are ways that color is used

inside that bring the building all together,” asserts Brandon
McKee, project manager for Rycon Construction Inc., the
project’s general contractor. “There are five or six colors of

the patient.

resilient flooring cut at multiple radiuses. The flooring contractor

N
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probably spent more than they intended but they had guys on
the floor with calipers getting it right.

“Similarly, in the casework there is
a translucent one-inch polycarbon-
ate material, called LightBlocks,
that was used as a directory
feature at the elevator and as a
wall panel instead of drywall in the
waiting room. The panel is lit from
the top. It extends from the top of
the casework to the ceiling and is
more attractive and distracting for
the families that are waiting.”

The size limitation of an outpatient
facility presented a challenge for
circulation and the segregation of
patient experience from admin-
istrative activities. To solve that
problem, IKM designed a wedge
on each floor that is the patient
waiting and registration area. As

a hub for each floor, patients can check in and wait while the
necessary clinical and support staff come to that space to find
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“It meant that we could predictably land patients and families
in an area and control how they moved back into the clinical
spaces in a way that allowed staff to do things without getting
in the way of patients or making patients feel uncomfortable,”
McDonnell notes. “That really helped us achieve [control] with-
out having all of the extra space associated with that model.”

As designed, the facility is 60,000 square feet and made of two
distinctly different structures. On the southeast portion of the
site is a four-story brick rectangle, in which the clinical spaces
are laid out efficiently. That portion of the hospital extends
behind the building’s main architectural feature, a four-story
wing that is at an angle to the clinical spaces. This portion of
the structure is wrapped in glass curtain wall and metal panels
of varying hues of blue that calls to mind the patina of the
copper on the exterior of the flagship Children’s Hospital. As
a suburban medical facility, Children’s South presents itself
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architecturally to take best advantage of the length of the site
along Route 50. The orientation of the building also served a
strategic purpose.

“There was an early study done to get through land develop-
ment approval and one of the first things we asked was if that
was the orientation of the building that UPMC wanted,” says
McDonnell. “We had this plan concept that if we could get
the waiting space organized around some geometric form,
then maybe the rest of the building would evolve in a way that
would help us. It also meant that we could spend money on
this piece that we thought would be more important and then
back-off the finishes in the other portion of the building.”

The northern-facing orientation also meant that the waiting
spaces could be flooded with light but not the uncomfortable
glare that comes with a southern exposure.
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The front elevation of Children’s South is dominated by a composition of multi-colored metal panels that take a
cue from the copper on the exterior of Children’s Hospital in Lawrenceville. Photo by Adam Warner, IKM Inc.

Children’s South was competitively bid and Rycon Construction
was the successful bidder in the spring of 2013. McKee says
that Rycon mobilized on the site after Memorial Day 2013 and
planned for a 15-month schedule to meet the opening date.

McKee notes that although Rycon wasn’t on board during the
design stage, he was brought into the process of planning the
project as though it was. He remains impressed at the level of
engagement by the owner.

“Children’s Hospital and UPMC were very involved in the
project. They really care about the details in their hospitals,”
McKee observes. “"Given the nature of the patients and the
kinds of illnesses they have, that makes sense. They were very
involved in the details, down to the finishes and the palette.”

Since the project involved only new construction, most of the

challenges during construction came before the building came
out of the ground. The work below grade required solutions
that weren't right out of the box.

The site where Children’s South was to be built had an indus-
trial past and the building pad sat where a detention pond
had been located when a large steel fabrication shop was
operating there. For the new hospital, Rycon undertook ground
improvement measures and built a foundation system that was
extraordinary for the size of the facility.

“Because of the presence of rock on the site, a bed of micro piles
was installed to help support the building. Over 600 piles were
installed as part of the building foundation system,” notes Froehlich.

“We had to use an auger cast system that included piles at
bedrock and every six feet we drilled another 18-inch concrete
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pile that had three feet of stone above it to help support the
stone beneath the slab-on-grade,” explains McKee. While the
auger-cast piles tied to the structural steel, these additional
concrete piles reinforced the structural slab.

Another improvised method employed by Rycon was noted by
all parties to the project as unique.

“Actually, the footprint of the building was situated on an exist-
ing parking lot,” recalls Froehlich. “Instead of tearing up the
lot at the outset of construction, Rycon chose to leave the lot in
place, thereby minimizing the amount of erosion and sediment
control needed in a project of this size.”

“There was an asphalt parking lot where the building was to be
located and we used that as a base for the ground improvement
measure,” notes McKee. “Instead of tearing up the parking lot
we punched through it to drill and kept the rest of the asphalt
intact. That meant we weren't sliding around in the mud or
dragging mud from the site onto the township roads.”

McKee thinks that was one of the reasons why South Fayette
Township officials and residents had few, if any, gripes about
the project during construction.

McDonnell jokes that this improvised method worked so well

that he'd like to write it into specifications for future projects.

"I remember walking into the job trailer and asking them when
they were going to scrape this asphalt off, and they said we're
not,” he laughs. “We talked through it and | said I'd never seen
it done like that but why not.”

Construction stayed on schedule throughout the following
winter and spring, even as the “polar vortex” of January 2014
presented challenges for the specialty contractors. Rycon
Construction hit substantial completion on July 28, 2014 and
managed the logistics of bringing together medical equipment
that was new and from existing practices in multiple locations.
There was also a late addition to scope.

“With only a few months remaining on the project, UPMC
decided to implement a PET-MRI program in the facility that
was originally shell space as part of the base bid,” recalls
Froehlich. “Rather than delay the opening date, which had
been published for months, the construction team accelerated
the process of building out the shell space to incorporate the
equipment and worked together with UPMC's Imaging Team to
ensure that the MRI was operational on day one of operation.”

McKee downplayed the impact of the additional scope and
pointed to another part of the process, an extension of the
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planning, that ensured that there would be few problems at /

LT The wayfinding color schemes fo
move-in time. each floor are set at the elevators an
lobby. Top-lit translucent panels serve q

“There were six or seven different user groups occupying : a2 dfm’;:";ﬁgti’;‘r’;:: A
the building and each had its own set of requirements,” he "
explains. “Planning was done in advance but it's often difficult
for most people to visualize the finished look of a space from
a set of plans. We brought groups through during framing and
drywall so they could see the rough volumes and layout. That
way if there were going to be any changes, they could be made
as work proceeded.”

Both McKee and McDonnell noted that there were far fewer
change orders than might have been expected from a design-
bid-build delivery model. They credit the engagement of the
owner and the process.

“In 27 years that I've practiced — a lot of which has been in
healthcare — this is the first project that I've had site specific
imaging equipment drawings from a vendor before the project
was done in design,” notes McDonnell. “Those drawings inevi-
tably come out in the middle of construction and then there is
reissuance of new drawings and a change order associated with
that. This is an example of the owner really getting us all of the
information early enough to incorporate into the design, which
also means they gave us enough time to do the work.”

“The level of cooperation between Rycon, UPMC and IKM had
a feel of a CM at risk project, rather than one that had been
competitively bid,” admits Froehlich. "All parties were aware of
the visibility and critical importance of the project to Children’s
Hospital of Pittsburgh and UPMC senior management, as well
as to the communities that the new facility served.”

“All in all, we had some struggles we went through but the
job was free of major hiccups,” recalls McKee. “I hope UPMC
remembers it the same way. | still have the shovel from the
groundbreaking in my office. It's something I'll glance at when
I'm having a bad day because | remember what a rewarding
project the Children’s job was.”

Children’s Hospital of Pittsburgh of UPMC South opened on
September 29, 2014 with a community-wide open house.
Neighbors were impressed with the new hospital and Children’s
Hospital achieved what it was attempting.

“Children’s subspecialty care, primary care and Express Care
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are under one roof and we have increased space so these
programs can grow, allowing us to accommodate the growing
demand for our programs in the regions south of Pittsburgh,”
says Christopher Gessner, president, Children’s Hospital. “The
new Children’s South is a beautiful, family friendly environment
that is easily accessible to families from southwestern Pennsyl-
vania, northern West Virginia, and eastern Ohio.”

PROJECT PROFILE

High School just down the road, we asked the students what
they wanted their new school to look like, to be like,” McDon-
nell notes. “Many, many voices in the room said we want this
to be like that new Children’s Hospital down the street. That
was a real testament to all the thought and the work and the
commitment that UPMC put into it and the challenge they
presented to us.” @

“One of things that told me that we succeeded with the build-
ing was when we were doing the programming for Char Valley

PROJECT TEAM

University of Pittsburgh Medical Center ..., Owner
Rycon Construction INC. ......eeeii e General Contractor
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BG INAUSEIIES ettt e e e e e e e e Sitework/Excavation
AL FOIINO CONSTIUCTION ..ttt e e e e Concrete
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" STAR
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(Left-to-right) LSClI’s Steve Basile, Jeff Lancaster,

the late James Feeny, Robert Carroll (an OSHA
compliance specialist) Scott Raymond, and Michael
Rubeo celebrate Feeny'’s lifetime service recognition.

eff Lancaster believes in leading by example. When

you tour the offices of the Wexford-based safety con-

sulting firm, among the first things you'll notice is the

wall of plaques commemorating the safety of Lancaster

Safety Consulting’s (LSCI) own workplace. Lancaster is
particularly proud to share that in 13 years of business, LSCl has
had zero reportable incidents. For a company that helps others
navigate the volumes of Occupational Safety and Health Ad-
ministration’s (OSHA) rules and regulations, such a track record
adds enormous credibility.

“It's critical to get everyone from the owner on down to the
temporary worker involved in the safety culture to understand we
all share a common bond: we all want to go home unharmed at
day’s end,” he stresses.

“Many of our customers have their own safety departments,”

Lancaster Safety Consulting, Inc.
www.LancasterSafety.com
888-403-6026

Lancaster continues. “The biggest advantage we have as a third
party is that we can be a non-political voice saying, ‘These are
your eyes and your hands. Don't you want to go home with them
every night?" We're not the HR department. This isn't about their
raise. We're there to change the culture.”

LSCl is an independent private consultant that specializes in keep-
ing its clients on the right side of OSHA. Its menu of services can
include simply updating manuals and documentation annually or
being a hands-on partner in fostering a world-class safety pro-
gram. The latter involves regular inspections of facilities, leading
training at specific jobs on a site or at a workplace and providing
the documentation for both the training and the compliance.

“We are business consultants helping our clients to manage their
safety. That starts with an evaluation,” Lancaster explains, noting
that clients have varying degrees of expectation about the depth
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of the evaluation. “That starts with what the law requires. Which
OSHA regulations pertain to their operation? We help to develop
the written programs for them. Along with that we develop train-
ing Powerpoint [presentations] that our trainers use on site. It's
not just general training. It has to be job-specific, site-specific
training. In a nutshell that’s what
we do: make sure they have the

our bread and butter are the small companies that are growing
fast and are too busy with their trade to build a staff of full-time
safety people. We fill that void,” Lancaster explains.

LSClI's business model is built on its extensive understanding of
the voluminous OSHA regula-
tions. Employing consultants

written programs and documen-
tation; understand their record-
keeping requirements; understand
their new hiring requirements;
their procedures for vendors, visi-
tors and guests. It's all a matter of
training. We train everyone; even

Lancaster Safety
Consulting, Inc.

100 Bradford Road, Suite 100

who are continuously monitoring
regulatory changes and court de-
cisions, LSCI offers a deep knowl-
edge base to clients who are on
the continuum of safety between
responding to a compliance vio-
lation at one end and maintaining

office personnel who may never be
exposed to hazardous situations
may still face some hazards in their
day-to-day situations.”

Wexford, PA 15090
T: 888-403-6026
F: 724-933-4495
www.lancastersafety.com

a world-class program at the
other end. Many of LSCl’s clients
came to the company as a result
of an OSHA violation. Most have
stayed with LSC| because of its

Jeff Lancaster became a safety

advocacy for constantly improv-

consultant upon graduating with a
degree in business administration
from Adrian College in 1976. While working for a national security
and alarm system manufacturer, Lancaster toured plants and sites
around the country, proposing security, access control and fire
alarm systems. In the early 1990s, he noticed a change in what his
customers were requiring.

“When | would go back to explain their fire alarm system or
camera system they would ask if | had an evacuation program,
a written plan? They didn‘t know where to get one,” he recalls.
“That's where | got the idea that there was a need for written
programs in accordance to the law. The law is very specific. About
half of the states have federally-run OSHA and about half are
state-run but they all have the same minimum criteria, where the
employer must assess the workplace for hazards, come up with
formal written programs and train their workers.”

Lancaster was part-owner of two different alarm companies dur-
ing this period but decided to launch a full-time safety consulting
business in 1998. After six years of growing his independent
consultancy, he founded Lancaster Safety Consulting in 2004
and incorporated the following year. Working initially from a
converted house on Sheraton Drive in Cranberry Township, LCSI
grew to occupy the fourth floor of the offices at the Doubletree by
Hilton (then the Sheraton Four Points) and more recently, to larger
offices in Wexford at 100 Bradford Road.

LSCI started as a regional enterprise, limiting its territory by
the distance needed to drive for sales and training calls. As its
reputation grew, repeat clients asked LSCI to provide services in
locations outside the Tri-state area. That meant hiring trainers but
that also gave LSCI the chance to leverage those trainers — who
were often times retired OSHA trainers or safety directors — to
add clients in those areas. Today, LSCI has thousands of clients
in all 50 states and Puerto Rico. The company employs 35 in
Wexford and roughly 65 trainers and consultants working on a
contract basis throughout the U.S.

“We work with many Fortune 500 and Fortune 100 companies but
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ing the safety culture of its clients.

Lancaster Safety’s business is split fairly evenly between corpo-
rate/industrial clients and construction clients. Lancaster doesn't
downplay the challenges of maintaining a safe industrial site but
points out that a construction job site offers challenges that fixed
buildings do not.

“You can make the argument it's more difficult to have a world
class safety program at a [construction] site because the condi-
tions are changing every minute,” he asserts. “In a plant you have
four walls and maybe the only people in the plant are your own
workers, working on their own machines in their own department,
with their own procedures. You have a greater chance of safety
success and avoiding injuries there. On a job site it can get windy.
It can get rainy. You can get a delivery and someone on site who
doesn’t know they should check in to a site trailer. OSHA refers to
a job site as a multi-employer workplace.

“To this day, most businesses — especially in construction - don't
have a full understanding of their responsibility. They think
‘that’s the subcontractor not me; he's responsible’ but it's their
responsibility too. It's everyone’s responsibility. The goal here is
to prevent injury.”

The biggest problem at construction sites is a lack of com-
munication about expectations and awareness. For example, a
driver is told to deliver materials to a site with no communication
about the specific hazards like overhead power lines or muddy
conditions. Lancaster says the misunderstanding of the shared
responsibilities of a multi-employer workforce is commonplace in
construction. From skilled workers up to the project owner, there
is a duty to ensure that all parties on a construction site do not
create a hazard for others. OSHA's general duty clause requires
that owners and employers assess each workplace and make
workers aware of all known hazards. Once hazards are identified,
it's incumbent upon the employer to take steps to mitigate or
eliminate the hazards. Those steps can come in the form of engi-
neered solutions, like fences or barriers, or in personal protection
solutions, like harnesses or hard hats. Lancaster says that this



heightened awareness is an important part of LSCl's training. .

“Every contractor has a safety person, even if that's not their title. That's
part of our training. They need to have somebody job site watching
these hazards. A third-party consultant brings a lot to the table but
not day-long supervision,” he stresses. “There must be somebody
educated to assess the workplace for hazards. We don't replace on-
site supervision but we can become their best resource. We're just a

phone call or email away. Sometimes we can resolve disputes just by
reading the OSHA standards.”

Powering
Pittsburgh’s
Signature
Projects
Since 1930.

LSCI is a strong advocate for OSHAs Voluntary Protection Program
(VPP), which exists to set a high bar for safety management and
promotes a culture of continuous improvement for workplace safety.
Lancaster says that the VPP designation — which LSCI has achieved
— means that an employer is committed to a philosophy that the work-

place can always be safer. He believes that has extended benefits that
multiply the return on investment.
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Electric vehicle
charging station?
“You end up with a happier workforce that knows the employer cares New construction?
about them,” Lancaster says. “You retain your workforce. You have less
turnover, which is immeasurable in a business. That attracts friends
who want to work in a place that cares about their safety. You have less
wasted human resources time spent training workers that leave in six
months or a year. You have greater productivity from your workers. You
have less injuries and lost work days with a trained and knowledgeable

workforce so the employer is paying much less for their insurance.
Accidents cost money.”
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"Just look at your workers comp costs and do the math on what would touch of the company’s

happen if there was half the number of accidents. It's phenomenal

how much money is lost,” he continues. “There is no good news from
having an accident.”
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competitively priced.
Lancaster sees more corporate leaders understanding the importance
of a greater emphasis of safety. He sees more meetings starting with
safety updates that review any recent injuries or injuries prevented.
As LSCI has grown, it has been able to focus its efforts on educating
industry and working to deepen the culture of a safe workplace with its
clients. LSCl's founder seeks to constantly raise the bar in a field that is
built upon the mistakes of the past.
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“There's an old saying that the OSHA regulations are written in blood.
It took until 1970 to form an agency because too many people weren't
coming home healthy or coming home at all from work,” says Lan-
caster. “Almost all the rules and regulations you see today come from
somebody getting hurt. Doesn’t it make sense to learn these require-
ments ahead of time, put them in place before someone gets hurt or
dies at your site? The companies that agree become our clients. Not
everybody understands or has the opportunity to be posed the alter-
native: Would you rather wait for somebody to get hurt to do some-

thing or p}’Jt a little money into safety and save a ton of problems down ELECTRIC COMPANY
the road?” @®

QUALITY SERVICE SINCE 1930

Call or email us:

estimating@hanlonelectric.com
412-795-6100
www.hanlonelectric.com

All product and company names are trademarks™ or registered®
trademarks of their respective holders. Use of them does not imply
any affiliation with or endorsement by them.
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LEGAL PERSPECTIVE

Construction Law 2016 — The Year in Review

BY MATTHEW JAMESON lil, ESQ. AND JAMES D. MAZZOCCO, ESQ.

n Thursday, March 9, 2017, the Construction
Services group of the law firm of Babst Cal-
land Clements & Zomnir, P.C. held its annual
Year in Review Seminar. Attended by over
100 construction professionals, Babst Cal-
land’s Year in Review Seminar summarized and addressed the
implications of the most noteworthy construction-related le-
gal developments of 2016, including the latest amendments
to Pennsylvania’s Mechanics’ Lien Law, labor and employ-
ment issues, cases interpreting Pennsylvania’s payment acts,
construction claim damages, and a recent decision involving
a jurisdictional dispute on a public construction project.

MECHANICS’ LIEN LAW AMENDMENTS

On October 14, 2014 then-Governor Tom Corbett ap-
proved legislation amending Pennsylvania’s Mechanics’
Lien Law. Commonly referred to as Act 142, the amend-
ments established a structured procedure for owners,
contractors, and subcontractors to receive and give notice
of mechanics’ lien claims, as well as a central electronic
repository under which these notices must be filed (the
"Directory”). Act 142 was widely supported by both own-
ers (along with construction lenders) and contractors as a
means to better identify all subcontractors and material
suppliers with lien rights on a project.

Act 142 became effective on December 31, 2016, and the
new notice requirements apply only to “searchable projects”
beginning after that date and costing at least $1.5 million.
Specifically, Act 142 allows the following four notices to
be filed with the Directory: (1) Notice of Commencement;
(2) Notice of Furnishing; (3) Notice of Completion; and (4)
Notice of Nonpayment. Use of the Directory is discretionary,
but an owner must file a Notice of Commencement before
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any labor, work, or materials are furnished for the project if
the owner wishes to avail itself of the Directory’s protections.
If an owner files a Notice of Commencement, a subcontractor
(defined as including first and second tier subcontractors or
material suppliers) must file a Notice of Furnishing detailing
the work it performed within 45 days of first performing that
work or delivering materials to preserve its lien rights. Act
142 also permits — but does not require — an owner to file a
Notice of Completion within 45 days of “actual completion”
of work on the project, and allows a subcontractor to file a
Notice of Nonpayment if it does not receive complete pay-
ment for its work or materials. The Directory can be accessed
at http://www.scnd.pa.gov/.

EMPLOYMENT AND LABOR DEVELOPMENTS

On April 17, 2016, Governor Tom Wolf signed Pennsylvania’s
medical marijuana program into law. The Medical Marijuana
Act ("MMA") “legalizes” marijuana in Pennsylvania for the
treatment of certain chronic conditions, including cancer,
Lou Gehrig's disease, multiple sclerosis, and Crohn’s disease.
While many patients needing medical marijuana will be
physically incapable of working, those individuals who are
diagnosed with MMA-eligible conditions such as chronic
pain or post-traumatic stress disorder will present significant
work-related issues.

Unfortunately, the plain language of the MMA creates conflict-
ing rights for both employers and employees. Yet the MMA is
unlikely to have significant impacts on the construction indus-
try because it affirmatively states employers are not required
to make any accommodations of the use of medical marijuana.
As "“zero tolerance” policies and negotiated drug-free work-
place protocols are common in the industry, construction
employers are unlikely to experience any serious disruptions
from the MMA.,

In other employment news, another attempt is being made
to repeal Pennsylvania’s Prevailing Wage Act. Representa-
tive Ron Kaufman (R) introduced House Bill 260 based on
the argument that prevailing wage rates have resulted in
increased public construction costs. House Bill 260 last saw
activity on January 31, 2017 when it was referred to the Labor
and Industry Committee, and its future remains uncertain.
Interestingly, West Virginia repealed its Prevailing Wage Law
on February 4, 2016.



PAYMENT ACTS

After years of litigation, the Pennsylvania Supreme Court clari-
fied in Scungio Borst & Assocs. v. 410 Shurs Lane Developers,
LLC, whether an owner's agent could be individually liable under
the Contractor and Subcontractor Payment Act (“CASPA"). In
Scungio Borst, the owner’s president and 50% shareholder au-
thorized the general contractor to perform over $2 million in ex-
tra work. When the general contractor did not receive payment
for this extra work, it brought suit against both the owner and its
president individually under CASPA. The Pennsylvania Supreme
Court held CASPA liability does not extend to an individual.

In A. Scott Enterprises, Inc. v. City of Allentown, the Pennsylva-
nia Supreme Court held that an award of interest and attorneys'’
fees is not automatic under the Procurement Code, even when
a public owner withholds payment in bad faith. While an award
of penalties and fees is not mandatory in the presence of bad
faith, the court did note that instances where such an award is
not required will likely be rare.

CONSTRUCTION CLAIMS:
RECOVERY OF DAMAGES

The United States District Court for the Eastern District of
Pennsylvania addressed the importance of construction lien
waivers and releases, and the practical importance of rais-
ing performance and interference issues in a timely fashion.
In Bricklayers & Allied Craftworker Local 1 of PA/DE, et. al.
v. ARB Construction, Inc. et. al, subcontractor ARB submit-
ted along with each payment application a release of liens
releasing all claims against general contractor EBS. Despite
having an opportunity to do so, ARB never listed any claims
on the reverse side of the release, or anywhere else. When
the project encountered issues and ARB attempted to assert
claims against EBS, the court reasoned ARB released all claims
via the signed releases. ARB could have noted EBS' failure to
honor the terms of the contract, or could have refused to sign
the releases. Overall, Bricklayers is a reminder that waivers will
be enforced according to their terms, and are not automati-
cally limited to mechanics’ lien rights.

JURISDICTION DISPUTE

In a recent and particularly important case, an appellate court
overturned a 2016 decision by the Court of Common Pleas in
Wheels Mechanical Contracting and Supplier v. West Jefferson
Hills School District and Nello Construction. Specifically, on
February 28, 2017, the Commonwealth Court held that chal-
lenges to bid specifications should be brought during the bid
process or before contracts are awarded and/or construction
commences. West Jefferson Hills School District solicited bids
for a $100 million high school construction project. As with all
public projects in Pennsylvania, the Separations Act required
the School District to break out the Project’s electrical, plumb-
ing, HVAC, and general construction contracts. Of relevance in
this case, the Project’s specifications assigned all sanitary line,
storm line, and water line installations inside the building and
up to five feet outside of the building to the plumbing prime
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contractor. As is common in the industry, all site sanitary, site
storm, and site waterline installation more than five feet from
the building was assigned to the general prime contractor as
“site utility” work because of the significant trenching and
backfilling required. In January of 2016, the School District
awarded the plumbing prime contract to Wheels Mechani-
cal, and the general construction prime contract to Nello
Construction.

OnJune 1, 2016, Wheels brought suit to stop certain work on
the Project. Essentially, Wheels contended that all sanitary

RUTHRAUFF © SAUER

Engineers / Mechanical Contractors

www . ruthrauffsauer.com
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sewer, storm sewer, and water line work should have been
included as part of the plumbing prime contract - regard-
less of whether the work was to be performed inside the
building or further than five feet from the building. Wheels
claimed the School District violated the School Code and
Separations Act by failing to include all of this work in the
plumbing package. The Laborers District Council of Western
PA intervened on behalf of the School District and Nello,
and the Plumbers Local Union No. 27 intervened in favor
of Wheels.

In a decision that surprised many, the trial
court sided with Wheels and granted injunc-
tive relief. However, the Commonwealth
Court reversed the trial court’s decision pur-
suant to the legal doctrine of laches. Simply
put, laches refers to a lack of diligence and
activity in making a legal claim, or moving for-
ward with legal enforcement of a right. Here,
the Commonwealth Court reasoned Wheels
had a duty to recognize its claims during the
bid process or immediately after contracts
were awarded. Instead, Wheels waited nearly
seven months after receiving the bid specifi-
cations to initiate the action. By that point, all
contracts had been awarded and work at the
project was well underway.

However, it is important to note that the
Commonwealth Court’s ruling did not address
the underlying issue of whether the disputed
work should actually be included in the prime
plumbing or general construction contract.
This uncertainty makes this issue ripe for an-
other challenge, and suggests that additional
litigation on this topic may occur in the near
future. We will also not be surprised if stan-
dard specifications are now revised in a way
that attempts to avoid this potential jurisdic-
tional dispute. @

Matt Jameson chairs the Construction
Services Group at Babst Calland and he is a
shareholder at the firm. J.D. Mazzocco is an
associate attorney is the Construction Services
Group at Babst Calland. Please contact either
of the authors if you would like a copy of the
PowerPoint slides from the referenced seminar
or if you would like to receive an invitation to
next year's Babst Calland Construction Law
Year in Review seminar.



FINANCIAL PERSPECTIVE

2016 Accounting Standards Update: Understanding the Changes
to Lease Accounting and What You Should Do Now

BY SHANE M. GASTECKI, CPA AND BRIAN W. MATTHEWS, CPA

n February 25, 2016, the Financial Account-

ing Standards Board (FASB) finalized the

long-awaited accounting standards update

(ASU) related to accounting for leases, ASU

2016-02, Leases (Topic 842). The objective of
ASU 2016-02 is to improve transparency and comparability
of financial reporting. Public business entities are required
to adopt the standard for fiscal years beginning after De-
cember 15, 2018, including interim periods within those
fiscal years, and non-public business entities the following
year (i.e., calendar year 2020). Early adoption is permitted
for all entities.

The core principal of the new standard is the idea that a
lessee shall initially recognize a right-of-use asset (ROU)
and a liability for its lease obligation as of the lease com-
mencement date for virtually all leases. The FASB believes
that this will help increase transparency in organizations’
financial positions.

The changes brought about by this new ASU could also
have a significant impact on many metrics that organizations
use. A few metrics that could be affected are listed below.

It is vital that you discuss with all stakeholders of your
organization the impact that this change will have on your
metrics and how agreements should be amended or re-
defined in order to better align with your operational and
reporting needs.

SCOPE AND DEFINITION

ASU 2016-02 applies to all entities that enter into leases.
A lease is defined as “a contract, or part of a contract, that
conveys the right to control the use of identified property,
plant and equipment (an identified asset) for a period of time
in exchange for consideration.”

February

The definition is consistent with previous U.S. GAAP, but
focuses more on the notion of control. The new standard
identifies control as having both the right to substantially all
of the economic benefits and the right to direct the use of the
identified asset.

Certain types of leased assets are excluded from the new ASU,
including leases of intangible assets, biological assets, assets
under construction and leases to explore for or use minerals,
oil, natural gas and similar non-regenerative resources.

Leases with related parties should be evaluated based on
the legally enforceable terms and conditions of the lease.
Disclosure requirements of Topic 860, Related Parties, apply.

A lessee is permitted to adopt an accounting policy by asset
class to not recognize lease assets and lease liabilities for
leases with terms of 12 months or less, including any renewal
periods that are reasonably certain to be exercised. Organi-
zations making this election are to recognize lease expenses
on a straight-line basis over the lease term.

COMPONENTS

Many contracts contain multiple components. The stan-
dard requires the segregation of lease components from
non-lease components (such as service or maintenance
components). Non-lease components are required to be
accounted for separately under the applicable U.S. GAAP
provisions. Components are to be allocated relative to their
stand-alone price (from the lessee perspective) or perfor-
mance obligation in accordance with Topic 606, Revenue
from Contracts with Customers.

Lessees can make an accounting policy election to not
separate lease components from non-lease components
as a practical expedient, which will require the accounting
for a single lease component that includes both the lease

i January
Accouminng 14 kasas |
wleniifod g5 8 gt progedl -":'"L-'CJ s it
Tor both FASS and Joanl prognsials ORI FA,
Bt Accounieg issuenl ey PAGE Paguutang Starsdand
Smnclards Boand ASEI ok g 2016
Project
e o ® o ® = Y
imeline
2010 2016
2006 : February
s Mivmad ot FASE s ASLE
il E0n Dol repamly pe TGP
“Loases Pninnary

Wi

BreakingGround March/April 2017 59




component and non-lease components in accounting for
the lease asset and lease liability. The election can be made
by asset class.

DETERMINING A FINANCE VERSUS
OPERATING LEASE

In determining whether your contract meets the definition of
finance or operating lease, the requirements are similar to the
previous treatment in determining a capital versus operating
lease, with just a few changes. If any of the below apply, the
determination would be that your contract is a Finance Lease:

1. Does the lease transfer ownership of the underlying asset
to the lessee by the end of the lease term?

2. Does the lease grant the lessee an option to purchase the
underlying asset that the lessee is reasonably certain to
exercise?

3. Is the lease term for the major' part of the remaining
economic life of the underlying asset?

4. Does the present value of the sum of the lease payments
and any residual value guaranteed by the lessee that is not
already reflected in the lease payments equal or exceed
substantially? all of the fair value of the underlying asset?

5. Is the underlying asset of such a specialized nature that it
is expected to have no alternative use to the lessor at the
end of lease term?

INITIAL MEASUREMENT

The initial measurement of an ROU asset and lease liability is
generally the same for both types of leases. The initial value
of the asset and liability will include the present value of all of
the following items:

1. Lease payments in noncancelable terms (including esca-
lating payment terms)

2. Lease payment terms in renewal options (include only if
reasonably certain® of exercise)

3. Exercise price of a purchase option (include only if reason-
ably certain® of exercise)

4. Payments for penalties for terminating the lease (include
unless reasonably certain® not to be exercised)

5. Variable lease payments that depend on an index or rate*

6. Residual value guarantees — amounts probable® of being
owed

THE BUILDERS GUILD of
WESTERN PENNSYLVANIA

e Helping to promote the union construction
and building trades industry

e Providing a forum for labor
and management to discuss
and implement initiatives of
mutual benefit
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Other items that would be included in the initial measure-
ment of the ROU asset, but not the lease liability, are:

1. Any initial direct costs (such as legal fees, consultant fees,
or commissions paid) so long as these are directly attribut-
able to negotiating and arranging the lease and would
not have been incurred had the lease not been executed.

2. Any lease payments made to the lessor at or before the
commencement date, minus any incentives received.

SUBSEQUENT MEASUREMENT -
FINANCE LEASE

Asset - Amortize the ROU asset on a straight-line basis over
the shorter of the lease term or useful life, similar to that of
other nonfinancial assets. This is similar to the previous guid-
ance for capital leases.

Liability - Use the effective interest rate method to subse-
quently account for the lease liability (using the discount rate
determined at the start of the lease). This is similar to the
previous guidance for capital leases.

SUBSEQUENT MEASUREMENT -
OPERATING LEASE

Asset - Measure the ROU asset at the amount of the lease
liability and adjust for cumulative prepaid or accrued rents
(i.e., for escalating or uneven payment schedules).

Liability - Measure the lease liability at the present value of
the remaining lease payments (continue to use the discount
rate determined at the start of the lease). This liability will not
differ from that determined for a finance lease. The difference
is that no interest expense is recognized.

LESSOR ACCOUNTING

The lessor accounting in accordance with Topic 842 is rela-
tively unchanged from current U.S. GAAP accounting.

Lessors will continue to categorize leases into sales-type
leases, direct financing leases and operating leases. Topic
842 identifies leasing transactions for lessors as a revenue-
generating activity and aligns the revenue recognition with
Topic 606, Revenue from Contracts with Customers. For
operating and direct financing leases, lessors will continue to
recognize income over the lease term on a straight-line basis.
For sales-type leases, lessors will recognize the gain at the
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Lessor Lease types

Sales type leases

Balance sheet Recognition of net investment i the leass

Direct financing Operating
Recagnition of net investment in the | Continue to recegnize the uderlying
lease less selling profit asset

Recognize selling profit or losses at
commencement; Recognize interest income
and variable lease payments when eamed

Incorme statement

Recognize lease income and variable
|ease payments when eamed

Recognize interest income and
variable lease payments when eamed

Metric Definition

Leverage Ratio Debt/Equity

Current Ratio Current Assets/Current Liabilities
Debt to EBITDA Debt/EBITDA

Return on Assets Net Income/Total Assets

inception of the lease if control is transferred (in accordance
with the principal of a sale in Topic 606).

Leverage leases that were entered into prior to the effective
date of ASU 2016-02 are grandfathered and not required to
be retroactively reported. However, the accounting model for
leveraged leases was not retained by the ASU and should be
assessed under the terms and conditions of the contract.

WHAT YOU SHOULD DO NOW?

The changes required by ASU 2016-02 are effective for public
entities for fiscal years beginning after December 15, 2018,
including interim periods within those fiscal years, and for
nonpublic entities for fiscal years beginning after December
15, 2019, with early application permitted for all entities.
Here are the steps you should take now:

1. Gain an understanding of the FASB lease update — With
the release of this update, there are many trainings, webi-
nars, and materials available to help explain the specifics
of the update and its impact. Take advantage of these
resources now to ensure that you understand how the
update will impact your organization when it is required
to be adopted.

2. Inventory your leases — The largest struggle for most
organizations will be that there is generally a lack of cen-
tralization for lease maintenance within the organization.
It will be vital that organizations identify all equipment
and rental contracts to assess whether or not each lease
meets the definition of a lease that requires capitalization.
Pay close attention to the termination dates of the lease

-

contracts. For those leases that extend past the effective
date of the update or are expected to be extended past
this date, organizations should begin summarizing the key
terms of the agreements now.

3. Establish software/tracking assistance — Many organiza-
tions currently do not have a good system for tracking
and managing leases. Your organization should assess
whether tracking software would be beneficial. For those
with a significant amount of leases, this could help reduce
some of the added administrative work that will be in-
volved with tracking these lease agreements manually.

4. Educate stakeholders of your organization — With this
change, there could be potential effects to items such as
debt covenants, and other metrics used by stakeholders
of your organization. It is important to inform all stake-
holders about these changes, and to discuss how you
should adjust or amend any related agreements.

5. Have a plan in place — Although it may seem far away, it
is important to put a plan in place now to ensure that you
are ready when the time comes. Without a formal plan in
place, organizations may find themselves struggling to be
in compliance by the effective date.

With these changes, there will be added administrative work;
however, there will also be opportunities to improve your or-
ganization. In the process of inventorying and centralizing
your leases, you will gain visibility into your full leasing port-
folio. In turn, this can lead to better decisions around your
leasing strategies, and potentially help in making decisions
on leases and purchase options. So, while the effective date
may seem far away, do not make the mistake of waiting until
it's too late. €@®

Shane Gastecki and Brian Matthews are assurance and advi-
sory managers for Schneider Downs in Pittsburgh. Shane can
be reached at (412) 697-5498 or sgastecki@schneiderdowns.
com. Brian can be reached at (412) 697-5429 or bmatthews@
schneiderdowns.com.

. Can utilize the previous “the period of the lease encompasses at least 75% of the useful life of the asset” rule as a guideline.

2. Can utilize the previous “the present value of the minimum lease payments required under the lease is at least 90% of the fair value of the asset at the inception of the lease” rule as a

guideline.

AW

index or a rate or are in substance fixed payments.
5. Probable is defined as a future event or events that are likely to occur.
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. “Reasonably certain” is a high threshold and is consistent with the “reasonably assured” threshold in the previous lease guidance.
. Exclude most variable lease payments (e.g., additional rent tied to sales or thresholds to be met) in measuring lease assets and lease liabilities, other than those that depend on an
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STAYING AHEAD OF THE TRENDS FOR TEN YEARS.

LEED isn’t going away. It will not be many years before owners
who think they can’t afford LEED-certified buildings demand
them. — November 2006

Apartments are the hottest thing in the market. — March 2012

Where the danger lurks is in the large institutional buyers
who had sub-prime mortgage-backed securities packaged in
their portfolios. — May 2007

The creation of jobs in the energy sector is still at the early
stages, but the recognition of the prominence of energy as
an economic driver may not be. — November 2009

It's likely that BIM will be the next big technology tool to break
through the barriers of acceptance. — January 2007

What seems equally obvious is that any expansion of footprint
for healthcare providers is going to be away from major
campuses. — March 2014

INTEGRATE YOUR BRAND WITH YOUR CUSTOMERS AND PROSPECTS.
PUT YOUR MESSAGE WHERE THEY LOOK FOR THE NEXT BIG TREND.

BreakingGround
Call 412-366-1857 to advertise.




MANAGEMENT PERSPECTIVE

U.S. Markets Construction Overview
BY W. CHRISTOPHER DAUM

PLAN FOR CONTINGENCIES,
EXECUTE BASED UPON THE FACTS

he election was a big point of uncertainty and con-

tention. With that behind us, many of our clients are

cautiously optimistic—if not even bullish—on the

U.S. engineering and construction industry going

into 2017. Favorable general economic conditions,
a high level of consumer confidence and the potential for tax
reform and increased federal spending all promise to keep
the industry on track for yet another positive year. Of course,
with this optimism comes a dose of pragmatism, including
uncertainty about what these new policies and regulations will
look like and whether Congress will have the ability (or the
will) to enact legislation that's favorable to the E&C industry.
Given that we are in an era of sustained deficit spending and
escalating national debt, significant levels of conflict could
lead to a political stalemate. This scenario could impact tax
and health care reform, infrastructure spending bills and
other key initiatives in which all stakeholders are at odds, and,
consequently, everything comes to a standstill. For companies
in engineering and construction, infrastructure and the built
environment, the question becomes: Are you going to push
forward with capital projects that are on the drawing board
right now, or are you going to wait and see what happens?
To the extent that this indecision drags on for a substantial
amount of time, the result could be fewer construction starts
and more project delays. That's the hidden risk behind all of
this optimism that we're observing in the marketplace right
now. Finally, ongoing political and economic events in the
global arena may also shape and influence U.S. economic
conditions in 2017, and therefore we should all be monitoring
these dynamics very closely as the year progresses.

DON'T SPEND AHEAD OF THE
MARKETPLACE REALITIES

In today's VUCA world, an environment characterized by
volatility, uncertainty, complexity and ambiguity, our advice
to clients is: Plan for contingencies, expand your scenarios
to the upside and always execute based on facts. Put simply,
don't let your optimism and bullish outlook go unbridled in
an environment where unknowns and challenges are lurking
around the next corner. To avoid any unpleasant surprises
as 2017 progresses, focus on what'’s real rather than spend-
ing ahead of marketplace realities and your firm’s ability to
perform. If you're the CEO of a company that's operating
successfully in the private markets right now, for instance,
think twice before shifting to public markets simply to claim
a stake in the proposed infrastructure plans. If you're not
already in those markets, we advise waiting for and vetting

the validation of sustained, long-term events before making
any major moves in this direction. If there’s one thing we all
learned from the last recession, it's that abandoning core
and incumbent markets to chase the next best thing is not a
sustainable growth strategy. Instead, preserve your core busi-
ness and take advantage of any market opportunities that
open up when your competitors get distracted by chasing
the next big thing. Keep your core markets, core services and
core capabilities very strong, and stay loyal to your key clients.
It's what you execute best on. Sustaining and expanding work
with existing customers in known markets often leads to more
stable business and better profits over time—regardless of
external market dynamics.

Questions that company leaders should be asking themselves
right now include:

* What do you want your company to look like five years
from now? Ten years from now?

e How do you want to invest in growing your equity base?
* Do youbuildandinvestthrough mergers and acquisitions?

* How do you invest in building your company with top-tier
talent and a pipeline of such talent? Are you investing in
building a top-performing executive team for today and
the future?

e Can you use this period to invest in operational excel-
lence that creates a culture with long-term payback/ROI?

What boundaries have you put in place that prevent you from
chasing the next shiny object/opportunity? If you identify an
opportunity, does it take your company closer to your Big
Hairy Audacious Goals (BHAG), or is it merely a detour?
These are just a few of the important questions that com-
panies need to be asking as we move into 2017 and as new
opportunities start to surface.

FAILING WHEN TIMES ARE GOOD

As we like to say, “Contractors don't starve to death; they
die from gluttony.” In other words, contractors don't fail for
want of work or because times are tough. They fail because
they get too much work, too fast, with inadequate resourc-
es, and then they get into financial trouble and run out of
cash. In light of today’s severe labor shortages, this prob-
lem becomes particularly acute in an environment where
demand is expected to accelerate in one or more sectors of
the economy (i.e., a focus on infrastructure). Furthermore,
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consider the fact that between 2009 and 2015, the average
number of months of contractor backlogs (for all types of
contractors) increased by 33 percent. At the same time,
contractor margins are now tighter, contractual condi-
tions and projects more complex, and 1.5 million fewer
construction workers remain in the industry (compared to
pre-recession levels). All this to say: Think twice before
you introduce more risk variables by abandoning your core
markets. As we move further into 2017, we caution E&C
firms to be wary when chasing down new work opportuni-
ties. Even though it's a natural inclination, this strategy can
ultimately lead to greater levels of insolvency, bankruptcy
and other issues for the industry. It's almost inevitable that
companies will get ahead of themselves and spend their
balance sheets chasing dreams, news and promises. To
avoid these traps, companies need to focus on the facts
and business fundamentals and keep their eye on the ball.
Know the markets that you're going into, the lines of busi-
ness that you're taking on, or the vertical sectors that you're
exploring—particularly if these are new to you.

LOOKING AT NEW ALLIANCES
AND PARTNERSHIPS

Following years of sustained incremental growth, the
industry may experience an acceleration of larger public
infrastructure programs and more opportunities for public-
private partnerships (P3s) to fund new projects. One of the
questions we hear a lot from clients right now is, “If we're
operating at full capacity, how do we leverage opportuni-
ties that new customers or adjacent markets are presenting
to us?” In these scenarios, joint ventures, partnering or
outright mergers and acquisitions can be an appropriate
strategic move. Consider the fact that more than 30 siz-
able E&C firms from Asia, South America, Europe and the
Middle East are currently showing a strong interest in the
North American infrastructure market. These companies
often bring significant resources, capabilities and project
resumes, including project finance elements that are often
lacking among midsized and large U.S. firms. Some of
these firms are looking to diversify beyond their dormant,
declining economies, while others have grown too large
for their current markets and must expand internationally
in order to utilize their acquired resources. Seeking design-
build partnerships and firms of scale, these international
companies often have self-perform capabilities and can
position themselves as part of the proposed infrastructure
spend. This could present significant opportunity for U.S.
and Canadian firms that can partner with, form joint ven-
tures with or even be acquired by these larger players that
want to gain a foothold in the North American market. If
you choose this strategy, make sure you have done your
research around how to build great partnerships, and as-
sess how these partnerships align with your core purpose
as an organization and your culture. Because local delivery
capability will be in high demand, such alliances or mergers
could provide a strong underpinning for firms that want to
get involved with large-scale national projects.



KEEPING AN EYE ON THE FUTURE

Today's political and economic environment leaves many
unanswered questions, but there are some key trends that
will continue to shape our industry well into the future. For
example, consider the evolution of smart buildings and
smart infrastructure: a web of interconnected systems and
devices with lights, smoke alarms, HVAC systems, security,
water, appliances and other systems managed through a
central interface. In the past, these systems—while perhaps
sophisticated in their own right—existed independently
and did not communicate with one another.
Today, manufacturers are rushing to find ways
to connect and integrate their products with
all components of the building and related
monitoring services, and then linking the in-
formation back to the building owner. Exactly
which companies will control the interface is still
an open question, but the stakes are obviously
high. Buildings represent the largest energy
end use in the world, consuming roughly half
of global electricity. This fact has been a driving
force in the early development of the smart
building, which saves money by optimizing
the efficiency of electrical systems, matching
occupancy patterns to energy consumption,
and improving equipment maintenance with
real-time data collection. Innovative companies
that adopt and implement new manufacturing
and prefabrication techniques in order to work
smarter, faster and safer are also transforming
the industry. This “silent movement” is happen-
ing in pockets across the country, in different
market sectors and across a range of project
types and sizes. And while this may not be a
sweeping transformational disruption across
the entire E&C space just yet, there is no doubt
that transformation is happening. Firms that an-
ticipate and adapt to changing circumstances
will not only survive the changes impacting the
E&C industry, but also thrive on future shifts.
Going into 2017, keep an eye on movements
and events, both within the industry and be-
yond its boundaries, as these long-term trends
continue to shape our industry.

CAUTIOUS OPTIMISM

Looking ahead in 2017, there is cause for con-
tinued optimism for the North American E&C
industry. However, beyond a sound economy
and other traditional demand drivers, there is
growing hype for a boom market in infrastruc-
ture spending, which to date is nothing more
than speculation based on the new presidential
administration. Our caution to clients is similar
to the old Wall Street bromide, “buy the rumor
and sell the news.” Only in this case, we should
all prepare for the possibility, but invest behind
the facts. @

Chris Daum is president and CEO of global consulting firm
FMI Inc. Founded in 1953 by Dr. Emol A. Fails, FMI is the
leading management consulting, investment banking and
people development firm dedicated exclusively to the
engineering and construction industry. FMI professionals
serve all sectors of the industry and combine more than
60-plus years of industry context and leading insights to
achieve transformational outcomes for our clients.
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VO GEORGE GROUP INC.

hen asked what she has seen change the
most in the nine years as president of V. O.
George Group, Kate Schuster seems almost
surprised at the question.

I guess we are almost to nine years,” she
sighs. “l miss having as much time to sell. It's weird but in
2009 we had good sales but | had the time to do all that.
That's what | took 2009 to do. Now | don’t have any time
to sell. Construction Specialties will come in once a year
if they have a new product or something and that’s good
because it forces me to make seven or eight appointments
in a couple days. Some people hate
when they come into town but | like
it.”

V. O. George Group is an indepen-
dent manufacturers’ representative
firm, which handles a variety of spe-
cialty products in Western Pennsylva-
nia and northern West Virginia. The
company handles some venerable
building products manufacturers,
including Construction Specialties,
Bilco and Precision Doors.

The specialties include manufactur-
ers of wall protection, cubicle tracks
and curtains, entrance mats, trash
chutes, ladders and roof hatches.

Making sales calls wasn't part of
Kate Schuster’s future plan as a teen.
During high school, she worked
part-time for Vince George with her
father Dave, putting catalogs and
product sheets together. But with
a degree in human resources from
the University of Pittsburgh under her belt, Schuster began
what she expected to be a corporate career working for
Ferguson Enterprises in New Jersey. Finding that the grass
wasn't greener in New Jersey, she moved back to Pittsburgh
and in August 2008 joined her father, who had bought V. O.
George when George retired in 2006. One month later, in
September 2008, Dave Schuster died. Kate was two weeks
shy of her 24th birthday.

Kate Schuster
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“I had never been on a sales call. | hadnt been out of the
office or been to a contractor’s office. | don’t even know
how | did it. | just put my whole self into the company,” she
explains. “Part of it was my brother and sister were still in
college and my mom had this house on two acres so | felt
that | had this whole family to help take care of.”

Schuster’s resolve to keep going was tested early. One of V.
O. George's main lines, Cornell Cookson Doors, decided to
discontinue the relationship with the company. She recalls
that Construction Specialties was reluctant about continu-
ing the representation — “which | totally understood” - but
one of their sales managers suggested that they give V. O.
George a year to see how things went. One experienced
estimator/manager left to handle the Cornell line and the
other estimator, Greg McConnell, had started only four
months before Kate.

“That was a little tough. Nobody believed in me — except for
my mom,” Schuster laughs. “l didn’t know any better. | think
that's why | kept going. | took a week off for the funeral. Then
my mom and | went in on a Saturday
and printed out 200 letters saying
we would be keeping the business

going.”

Being someone’s boss was the
toughest part of the new situation.
Schuster says she hardly knew what
to do herself, let alone feel comfort-
able directing others. She points out
that the two administrative people
made a big difference by managing
the company’s payroll, insurance
and compliance issues day-to-day.
One of those two, Kathy Hammond,
still works with V. O. George Group
today, as does McConnell.

Schuster's team is responsible
for making specification calls and
identifying projects to quote. As
technology has evolved, it's become
easier for the manufacturers to esti-
mate the projects directly, allowing
V. O. George to focus on building
relationships with the designers and
general contractors to whom it sells the products it repre-
sents. Schuster is a member of the Construction Specifica-
tion Institute (CSI) Pittsburgh Chapter’'s Board of Directors
and found that the networking and monthly meetings
helped build a bridge to the architects in Pittsburgh.

“Now | know somebody at all of Pittsburgh’s major firms,”
she notes.



Annually, Schuster makes herself visit all the architects with new
product binders and manuals to keep them updated and as a way to
keep herself in front of the designers and specifiers. She has a similar
routine with the property managers and building owners. Roughly
half of V. O. George’s sales are direct to the property owners for their
routine maintenance and repair needs. Schuster notes that it was the
business from the hospitals and universities that helped keep V. O.
George's sales steady when the economy slowed in 2009 and 2010.
Those were years that were critical to the company’s survival.

“It's very important that | keep those relationships. | get calls from
facility managers all day long, from Erie down to Clarksburg, WV. |
try to be very fast in responding to their questions and problems,”
she notes. “These people are so busy. There's always a plumbing
leak here or a roof leaking there and if | can take something off
their plate it's appealing to them. That was how | started with them
and now we have a great relationship with the hospitals and facility
managers.”

Schuster feels that it took until 2015 to work through many of the
smaller management issues that nagged her as she grew into the
business. Over the years, Schuster took on the responsibility for more
of the administration, buying the insurance and negotiating deals
with vendors. She moved the company out of their offices because
V. O. George didn't need the warehouse after moving away from
installation. Contact management databases were outdated. Thirty
years of old files and materials had to be disposed of. Billing and
accounting systems required modernizing.

"It took five years but we're finally paperless,” Schuster jokes. “Ev-
erything's been a huge process. It takes a lot of patience, which |
don't have a lot of.”

V. O. George took on the Precision Ladder line in response to
customers who wanted ladders to work with the Bilco hatches that
V. O. George sold. Like when she decided to continue her father's
business, Schuster had to convince the manufacturer to give V. O.
George a chance. After a few years, she says the relationship is work-
ing well. Schuster attends the AIA national convention every year to
research which manufacturers are looking for new reps but is being
selective about any expansion of lines.

“I'm kind of at the breaking point where | have to hire somebody else.
I don't know if | could actively sell a whole new line unless it really
partnered with something | already had,” Schuster says. “The next
thing on my radar is a safety railing line, somebody like Blue Water, now
that I'm on a roof all the time.” @

V. O. George Group

P.O. Box 547
Wexford, PA 15090
T 724-935-1500
Kate Schuster, President
kate@vogeorge.com
Www.vogeorge.com

Architecture
Master Planning
Interior Design
Team Development

Bostwick
Design N
Partnership N

100 South Commons
Suite 102
Pittsburgh PA 15212

Cleveland OH | Erie PA | Miami FL
BOSTWICKDESIGN.COM
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BEST PRACTICE

Construction Safety Management:
Meeting Company Safety Challenges During Economic Expansion

BY JIM COTTONE, CSP

INTRODUCTION

n today’s fast-paced construction market, project owners,

project managers, superintendents, foremen and field la-

bor all need to maneuver and troubleshoot to work through

contracting issues encountered on a day-to-day basis.

When unforeseen problems occur in the field, there is a
certain pride and can-do attitude needed to keep the project on
schedule and within budget while maintaining a safe workplace.
Being prepared for unforeseen events is a required competency
among field supervision and remains a talent that sets construc-
tion companies apart. One very specific issue the construction
industry faces in the next two to three years will challenge this
skill set — Rapid Expansion.

The western Pennsylvania region will experience a dramatic rise
in non-residential construction contracts over the next couple of
years, increasing by as much as a 100% in 2017/18. This increase
is largely due to the long awaited start of the Royal Dutch Shell
Cracker Plant in Beaver County, in addition to the continued
strength in commercial, industrial, retail and healthcare construc-
tion markets. This is good news for our region.

THE COMING CHALLENGE: LABOR SHORTAGE

Even the best field superintendents and foremen struggle
when there are not enough qualified and experienced workers
to fill the needs of the project. Much has been written about
forecasts and predictions of labor shortages coming to South-
western PA. Unions and contractors alike see this coming and
are, or should be, making preparations and developing con-
tingencies to manage what's on the horizon. This is old news.
Predictions, however, will soon become reality resulting in one
or a combination of the following:

* Empty union halls and/or a limited labor pool.
* Young and inexperienced workers.

e Transient workers from out-of-state bringing varying work
ethics and talent levels.

* Operating with less than the required manpower or lack of
qualified workers.

* Challenges with meeting owner expectations and delivering
exceptional customer service.
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So how do we manage these challenges and make the most of
the opportunities that lie ahead? This article discusses funda-
mental safety management best practices that can assist with
maintaining a safe and profitable work site during significant
economic expansion.

CORPORATE SAFETY PROGRAM REVIEW -
SELF AUDIT

The first step in addressing safety challenges is to conduct an au-
dit of your overall safety program. Is your program a well-oiled,
well running machine or one that has missed some maintenance
check-ups as the road miles add up? Review who is assigned
authority, responsibility and overall accountability for program
implementation and update to reflect any changes in manage-
ment hierarchy. Cross reference training logs, rosters, qualifica-
tions, certifications, training schedules, etc. with written safety
training requirements and criteria to assure you are in compliance
with your own program. Examine hazard specific operations and
related written safety procedures to assure all rules, regulations
and internal processes are up-to-date and consistent with your
specific field operations.

Although safety initiatives should always be driven by company
core values and philosophy, staying on top of regulatory require-
ments is a must. OSHA recently introduced revised standards and
rule changes such as the new Silica Standard for construction,
Reporting and Recordkeeping Requirements and interpretation
of what constitutes post-accident drug testing, to name a few.
Your safety program needs to reflect and stay current with the
ever-changing legal landscape.

A date stamp or page footer indicating a safety program revi-
sion date should not be older than three years. Incorporating
current project pictures, changing design, format and binding
of the written program can help create some extra attention
and allows for an opportunity to re-introduce the revised pro-
gram to employees and to remind management of their roles
and responsibilities.



PROJECT MANAGEMENT FOCUS
AND RE-TRAINING

In the late 1970s and early 1980s, if you asked the
question, “Who is responsible for construction
site safety?” The answer, almost always without
fail was “the safety man” or whatever title was
bestowed on this new, but yet to be defined
construction management position. If you ask that
same question today, the answer, almost always
without fail would be “everyone”. Although this
answer is correct from an overall holistic perspec-
tive, it does not fully address the formal process,
authority and obligation of managing a construc-
tion company’s safety program.

The founding principle of today’s behavioral based
safety programs is to let every worker know that
management wants them to go home safely to
their family every night. Safety leadership is most
effective when executive management promotes
and drives this culture. Construction safety has
consistently improved safety performance over
the years, however, there is still work to be done
in terms of executive management believing in
and driving a top-down safety culture.

Mid-level management such as Project Managers,
Superintendents and Foremen ultimately provide
the primary day-to-day job site leadership and are
typically held fully accountable for overall project
results. This, however, is where the “safety discon-
nect” usually occurs. More often than not, field
safety responsibility falls back to the Safety Direc-
tor or company Site Safety Coordinator. Despite
modest results, this safety management model
has remained consistent throughout the construc-
tion industry. Old habits and safety traditions
die hard. To get to the next level, field leaders,
motivated by executive management, must incor-
porate construction safety means and methods
as an equal and integral part of their day-to-day
planning and operations. Many will say they use
this management style; however a detailed audit

of field implementation often proves otherwise. P I_AN k

Some of the more successful contractors under- =] U ILD.

stand safety accountability lies with executive DELIVER.
management and the leaders of the various

work crews throughout all levels of the project Guided by four generations of
management hierarchy. It is imperative that Ex- industry experience, Dick Building
ecutives, Project Managers, Superintendents and Company meets today’s client
Foremen take ownership and lead this charge to challenges through innovative project
allow safety professionals to be the subject matter solutions, an unwavering work ethic and

resource they are trained to be. the individualized service of a family-operated

business. Find out how we can deliver for you.
* Retrain the Trainer — All project leaders should

be re-trained in all aspects of the revised DICKBUILDS.COM | 412.567.8200
safety program and be re_introduced to their 1900 STATE ROUTE 51, JEFFERSON HILLS, PA 15025
roles and responsibilities in terms of field
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From letter of intent to punch list to final completion,

the experience of our Construction Group helps you
get the job done right.
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ATTORMEYS AT LAW
Pittsburgh Office: 412-566-6000 | eckertseamans.com

New Construction
Roof Replacement
Exterior Cladding
Maintenance & Repairs
24/7 Emergency Response
Comprehensive Inspections

412-489-6351 | www.krsm.net

119 Hidden Valley Road, Canonsburg, PA 15317
Wheeling, WV | Frederick, MD | Columbus, OH | Lexington, KY | Pittsburgh, PA
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safety implementation and integration into the
construction process. This is also an excellent
time to train, retrain and requalify your desig-
nated “Competent Person(s)” for site specific
hazards as defined and regulated by OSHA.

* New Employee Screening — Review your hiring
practice policy. Engage your HR professional
or legal representative to guide you. Although
many contractors rely on the union labor pool
to screen members, implementing your own
screening process is encouraged and recom-
mended. Quality workers equates to quality
workmanship.

e Drug and Alcohol Program - Your current
program may be providing you a comfort level
as it relates to your core employees, but the
potential of a new and unknown workforce will
test your current drug and alcohol program
to the limit. Have your legal representative
review and provide feedback concerning the
landscape of today’s legal environment and re-
vise and implement your program accordingly.

¢ New Hire Orientation, Safety Meetings — Site
safety orientation and field safety meetings
are not the safety department’s responsibility.
Field construction leaders should be front and
center while communicating safety expecta-
tions to the labor force, especially when hiring
new and inexperienced workers.

MEDICAL MANAGEMENT

The unprecedented rise in healthcare costs con-
tinues to soar and the effects on workers compen-
sation (WC) insurance can be measured in tighter
underwriting requirements, higher deductibles
and increased premiums. Lost time accidents
and indemnity claims were once the driving
force behind WC costs, however we find industry
trends showing the statistical divide has flipped,
indicating the new cost driver is now medical
costs. Companies need to develop policies and
procedures to define the WC process and to
direct the steps taken immediately after an injury
occurs. Allowing the insurance carrier to lead the
claims management process without your direct
input is not the most effective practice.

MEDICAL MANAGEMENT
CONSIDERATIONS:

e Senior management should call the injured
employee on the day of injury and stay in touch
constantly to assure them you are providing the
best care available and that their job is secure
as they heal.



® Review, revise and/or maintain your Return-to-
Work policy and program. Be very aggressive
in its process and implementation as defined
by WC and labor laws.

* Panel of Physicians — Interview, negotiate and
select medical facilities that meet your claims
management philosophy and expectations.
Replace providers that do not meet your
objectives.

* Incorporate a triage system or nurse to im-
mediately engage the injured employee to
manage all provider appointments, diagnosis
and follow-up care. This management philoso-
phy is a hidden gem and one that should be
seriously considered.

e Carefully review pharmacy, physical therapy,
high end radiology (MRIs) and other specialize
services as these tend to be more subjective in
nature and are typically the most profitable for
occupational medical providers.

® Fraud unfortunately is a reality, however
implementation of the previous steps will help
identify and/or reduce unlawful WC claims.

CONCLUSION

These are just a few “management” concepts that
set the foundation of an effective safety program.
Establishing company values and safety culture lie
primarily with owners, senior management and
project leaders. By executing this top-down man-
agement philosophy, influence will surely perme-
ate through all levels of management and the la-
bor force resulting in improved performance and
more positive outcomes. @

Jim Cottone is senior account executive for Alliant
Insurance-Construction Services Group. Jim has
been in the construction industry for over 30 years,
working in various roles representing owners, con-
tractors, brokers and insurance carriers. Jim holds
a Bachelor of Science (BS) in Safety Sciences from
Indiana University of PA and maintains a Certified
Safety Professional (CSP) designation. He also is a
Professional Member of the American Society of
Safety Engineers (ASSE) and is a licensed Property
and Casualty Resident Producer of Pennsylvania.
He can be reached at Jim.cottone@alliant.com

5475 William Flynn Highway
Gibsonia, PA 15044-2697
®724.502.4394

@ 724.502.4397
www.gbfss.com

FACILITY
SUPPORT
SERVICES, LLC

WHOLLY OWNED ti ___ SUBSIDIARY

General Contractor

SURETY

CONTRACT BONDS
COMMERCIAL BONDS
SMALL BUSINESS BONDS

You need consistent capacity and underwriting. You
want consistent service. Liberty Mutual Surety™
provides both. We listen. We respond. We work with
you and your agent to build flexible, responsible
bonding solutions. We're proud to be a leading
surety in the United States, thanks to the strength of
our relationships.

Learn more at libertymutualsurety.com.

Liberty Mutual Surety™
Christopher Pavone
One North Shore Center
12 Federal St., Suite 310
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412-995-6988
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e QOver 17,000 highly skilled Carp
e Over 90,000 sq. ft. State of the

¢ Trained in all aspects of Carpent

Commercial | Mill Cabinet | Millwrights
Pile Drivers | Floor Coverers | Residentic

57 Counties of Pennsylvania | Western Maryland | State of West Virginia

State of Virginia | District of Columbia | 10 Counties of North Carolina qﬁ;
www.kmlcarpenters.org | 412.922.6200 M

See how CREW can enrich your
commercial real estate network!

Pi"‘*'b“rgh Join CREW CPittsﬁurgﬁ and get exclusive access to
cominetclal real estate women CREW Network’s 10,000 members gfoﬁa[[y.

pittsburgh, pennsylvania

Come network with the commercial real estate industry’s finest! We hope
to see you soon at one of our luncheon panels or other exciting events!

March 23 Connect with CREW, Sonoma Grille
March 28 Lunch ‘n Learn, Stantec (Members Only)

April 26 Breakfast Panel, Omni William Penn Hotel

Energy Sector Development, Opportunities and Challenges
May 23 Luncheon Panel, Omni William Penn Hotel
June 23 CREW/NAIOP Annual Clays Shoot, Seven Springs
August 7 Annual Golf Outing, Birdsfoot Golf Club

Contact Alicia Smith, our Chapter Administrator, at
admin@crewpittsburgh.com with any questions.

Sponsorships are still open for 2017! Please contact Valerie Kamin, our
Sponsorship Director, at vbk@muslaw.com.
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INDUSTRY

COMMUNITY
EWS

MBA and MICA Awards Scholarships to Three

he Master Builders’ Association (MBA) and the Construction Advancement Program (CAP) awarded three scholarships this year

at the MBA's Annual Membership Meeting. The scholarship awardees were Taylor Williams, Thomas Tresky, and Amy Hum-

mel. Collectively, the University of Pittsburgh School of Engineering’s Construction Management/Civil Engineering Program

students received $16,000. Taylor Williams is now working with Mascaro Construction Company and Amy Hummel is with

Volpatt Construction Corporation. Thomas Tresky is completing his senior year at Pitt. Since the MBA & CAP teamed to
provide annual scholarships in 1998, more than $160,000 in scholarships have been provided. This year’s recipients were honored at the
2017 MBA Annual Membership Meeting, held on Friday, January 20, at the Duquesne Club.

The Master Interior Contractors Association (MICA) honored three construction apprentices with the “MICA Thomas L. Milletary Education Award.”
The three awardees were Matthew Chearney, a carpenter apprentice, Vinnie Romano, a taper apprentice, and Scott Degastro, a plasterer apprentice.

(From left) MBA/CAP scholarship winners Thomas Tresky, Taylor Williams MICA Board President Fred Episcopo (right) with (from left) Scott
and TEDCO's Jim Frantz, MBA Scholarship Committee chair. Missing: Amy Hummel. Degastro, Vinnie Romano and Matthew Chearney.

(From left) George Germany from A. Martini & Co., Mike Tarle from AIM

(From left) Jendoco’s Bill Hawk, Dan Then, Katey Andaloro and Laleh
Construction and Massaro’s Randy Hartsock.

Gharanjik.
et e e e e e e e et c s st s s e e e s e s e e e eeeeee s e 0000000ttt s s e s st st eeeeeeeees e o000ttt

BreakingGround March/April 2017 75




John Petronic from A. Martini & Co. (left) with Reed Building Supply’s Craig Ream from Willis Watson Towers with Marsh’s Rachel Playso and
Aaron Reed. Michelle Wesolowski.

Gary Lotz from Dick Building Co. (left) with PJ Dick’s Mike Roarty and (From left) Amy Hopkins from Morris Knowles, Amanda Piphos from

Cliff Rowe (right). AIM Construction and Blumling & Gusky'’s Brittany Bloam at the NAWIC
Pittsburgh chapter celebration of National Women in Construction Day
on March 8 at Roland’s Seafood Girill.

Carson Publishing’s Kevin Gordon (left) with Tim McLaughlin and Tripp Michael McCormack (left), Alex Lees and Justin Yokaitis represent
Clarke (right) from 321Blink. Facility Support Services at the 10th MBA Evening of Excellence, which
drew more than 1,000 people to Heinz Field on February 23.
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‘iﬁc The right environment
for business growth.

Westmoreland County

*Route 30 Corridor *Signaled Intersection
*At the Gateway to the Commercial District
~Request for Proposals Comlng in First Quarter 2017

Allen & Shariff's Paul Messineo Jr. (left), Emily
Landerman from A. Martini & Co. and Tom
Schwartzmier from UPMC.

Westmoreland County Industrlal Development Corporatlon

WPREP WestmorelandCountyIDC.org n u

Joe Burchick with Connie Forte and Cathy Bergman
(right) from Ameriserve/ERECT Funds.

724.830.3061

EXPERIENCE

When it comes to construction issues, you want a law firm
whose track record is unrivaled. A firm who tries and wins

(From left) Dick Building’s Marlene Wall, Jeff Stoner, complex construction cases. A firm with more than 30 years

Jessie Johnson and Brittany Coscia. of industry experience, expert contacts, creativity, depth,
infrastructure and attitude. One of the largest
and most sophisticated construction practice T = il S =
groups in the country—ranked nationally by —— _‘&_j:fq‘%
Chambers USA and U.S. News/Best Lawyers. You - e e hq':'_" :!‘-:,.. 1

need lawyers who know you and the industry.

Pepper Hamilton Lip

Attorneys at Law

Ralph A. Finizio | Ann B. Graff | Robert A. Gallagher
Stephen W. Kiefer | Jane Fox Lehman

Rycon’s Danielle McCullough with Natasha Smith from Berwyn | Boston | Detroit | Harrisburg | Los Angeles | New York | Orange County

PJ Dick. Philadelphia | Pittshurgh | Princeton | Silicon Valley | Washington | Wilmington pepper.law
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Babst Calland’s Rich Saxe (left) and Jim Miller with
Glenn Sieber from Easley & Rivers (right).

CONSTRUCTION | DESIGN BUILD | MANAGEMENT

100 W. Main Street, Suite 100 ) G
Carnegle, PA 15106 f ; 4
(412) 446-1722 SIVISE . i
. W. G. Tomko's Bill Tomko (left) and Dan White with
eV

WWW.RBVETCO.COM Eric Pascucci from PJ Dick (right) at the ASA’s Annual
Networking Event.

SMARTSoLu io_rpw_

TECHNOLOGIES L

CONNECTING PEOPLE, IDEAS AND SPACES

Kevin Byrnes from the Ironworkers International (left) with
Marianne Karg from Mobile Medical and the IWEA’s Bill
ﬁ Ligetti at the lronworker Employers Association’s annual safety

recognition awards. Photo by Chris Crawford.

Most of your company’s planning and day-to-day conferences get done in
meeting rooms — so empower your teams by giving them equipment that's
powerful (and fun) to work with in‘an easy-to-use, secure environment.

From the initial meetings to the planning stages, from the installation
to the training, you're going to be thrilled with the process.

CONFERENGE ROOMS | BOARD ROOMS | TRAINING ROOMS | CLASSROOMS

GBA'’s Cassie Guerin (left) and Aurora Sharrard flank Rich
831 W North Avenue, Pittsburgh, PA 15233 | smarterguys.com | 412.390.0803 Overmoyer from Fourth River Economy at the GBA Inspire
Series 2017 kickoff on Feb. 9.
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Gennaro Dibella (left) from Schneider Downs with David
McKamish and Naley McKamish at the 24th Annual NAIOP
Pittsburgh Awards Banquet.

EXTERIOR
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~.ll PRINTS
2934 SMALLMAN ST.

_ “PITTSBURGH, PA 15201
Jendoco’s Domenic Dozzi (left) with NAIOP Pittsburgh Board WW_W-TSRE-COM—

President David Weisberg from BNY Mellon and LLI’s Jamie
White (right).

SPECS

DEDICATED TO INTEGRITY
AND CUSTOMER COMMITMENT
IN ALL WE DO — ALWAYS.

PenTrust’s Tyler Noland, Landau’s Steve Bishop and
Sharon Landau at the IWEA Annual Awards Dinner.

- Duct Systems - HVAC - Nuclear HVAC - Air Systems Products

- Plate Products + Plumbing Equipment - Duct Fittings &

- Air & Water Balancing * Process Piping - Specialty Metal Accessories

- Fabrication Services Is’?;lgbrication Fabrication - Gripple Hanger Systems
- Design Build - ASME NQA-1 Program

SSM Industries Inc. ¢ 3401 Grand Avenue ¢ Pittsburgh PA 15225
T: 412-777-5100 * F: 412-771-1118

(From left) Wyatt’'s Adam Ramsey, Jason Sigal from HARRISBURG PITTSBURGH PHILADELPHIA/NEW JERSEY LATROBE
Rycon and Elmhurst’s Todd McCaskey.
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DLA UNIQUE APPROACH TO
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Minimize risk. BYEX{urLY G IES

(From left) Hanlon Electric’s Rachel Hienz, Terry Hanlon,
Kevin Hanlon and Tom Hanlon Ill.

ARCHITECTURE
INTERIOR DESIGN
PLANNING
CONSULTING

Www.DLAPLUS.COM
PITTSBURGH
412-921-4300

Burchick’s Jaci Tully (left) and Dave Meuschke flank
Babst Calland’s Diane Krostyne and Vicki Landa.

ConnecT witH Us:

FOUIPCOD

Warehouse
Solutions

412-221-2800
) . Turner’s Drew Kerr with Councilman Corey O’Connor
WWWw.equipco.com (right) at the MBA YC Kickoff at Olive or Twist.
1889 Mayview Road n

Bridgeville, PA 15017

!
i |
Discover the power of print.

carsonpublishing.com

(From left) PJ Dick’s Tara Noland, Brian Budny and
Natasha Smith.
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AWARDS: CONTRACTS

AIM Construction Inc. was awarded the renovation of the
UPMC Shadyside Hospital waiting rooms. The project was de-
signed by UPMC interiors department.

AIM Construction Inc. started work on UPMC Cranberry Place
nursing home interior renovations in Cranberry Township. The
$1.4 million project was designed by Radelet McCarthy Pol-
letta Architects.

Volpatt Construction was awarded the contract for the St.
Clair Hospital Nursing Unit 5A Orthopedics. VEBH Architects is
the architect for the $2.4 million renovation.

The University of Pittsburgh awarded a construction man-
agement contract to Mascaro for the partial renovation of
the first floor and mezzanine of the Learning Research and
Development Center (LRDC) to recreate the Neuroscience
Imaging Center (NIC), a research facility to house a 3T MRI
and mock scanner.

Mascaro will be working in the University of Pittsburgh’s
Cathedral of Learning to renovate Floors 10 and 11 for mul-
tiple philosophy departments and Floor 17 for the Office of
the Controller.

Mascaro’s industrial group teamed with Layne Construction
and were awarded a contract to construct an eight million gal-
lon-per-day water treatment plant for Pennsylvania American
Water Company in Wampum, PA.

Verizon awarded a contract to Allegheny Construction Group
for the general construction portion of its Ambridge Central
Office generator and basement HVAC replacement. The proj-
ect was designed by LLI Engineering.

Allegheny Construction Group was selected by McKnight
Realty Partners as contractor for its redevelopment of the
historic Terminal Building at 333 East Carson Street. The
project will have 500,000 square feet of office and 100,000
square feet of retail space. Indovina Associates Architects is
the architect.

University of Pittsburgh awarded Turner Construction a con-
tract for Scaife Hall Phase 1B. The architect for the $4 million
renovation is Payette Associates.

Allegheny Health Network awarded Massaro Corporation
the Perioperative Services expansion project, which includes
a 14,000 square foot infill addition as well as a renovation to
its post anesthesia care unit (PAC) and cardiovascular services
area. The $8 - $10 million project architect is IKM.

UPMC Mercy Hospital awarded Massaro Corporation the
MEP Infrastructure NRG Plant Tie-in project through an RFP

process. Preconstruction is nearing completion with construc-
tion to begin shortly. CJL Engineering is the engineer for this
multi-million dollar project.

Massaro Corporation was the low bidder for the Duquesne
University's College Hall MEP upgrades project. Firsching,
Marstiller, Rusbarsky and Wolf Engineering, Inc. is the engi-
neer of record.

Western Pennsylvania School for Blind Children awarded Mas-
saro Corporation the much needed bridge project for its facil-
ity in Shadyside. The bridge will connect the non-profits two
buildings in order to create an easier and safer walkway for the
school’s students, faculty and staff. The project architect for this
$3 million project is PWWG Architects.

The Pittsburgh Parking Authority named Massaro CM Ser-
vices the owner’s rep for the 9th and Penn redevelopment
project, which includes a 700- to 1,000-car garage. Together
with Massaro Properties, Massaro CM service’s role with this
endeavor will include working with the PPA to confidentially
evaluate proposals submitted for the Redevelopment RFP; to
assist the PPA with negotiating the development agreement;
and to serve as the Owner’s Rep during development.

Duquesne awarded A. Martini & Co. a contract to renovate its
main food court during its May-to-August summer break. The
architect for the $1 million project is LGA Partners.

A. Martini & Co. is the contractor for the new $2 million cigar
bar, Burn by Rocky Patel, being built out at North Shore Place.
NEXT Architecture is the architect for the nearly 7,000 square
foot space.

Mosites Construction is the successful contractor for reno-
vations to three buildings for the University of Pittsburgh
Johnstown campus. The $3 million project includes work
at Blackington Hall and the Buckhorn and Sunset Lodges.
MacLachlan Cornelius & Filoni is the architect for Blackington
Hall. JPT Architects is the architect for the Buckhorn Lodge
and Sunset Lodge.

Chatham University awarded a contract to Mosites Construc-
tion for Eastside Phase 2 renovations. Rothschild Doyno Col-
laborative is the architect for the $1.1 million renovations to the
former Eichleay Engineering building.

The U.S. Army Corps of Engineers awarded a $7 million
contract to Mosites Construction for renovations to the
Dashields Lock & Dam on the Ohio River, near Glenwillard
and Edgeworth.
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Western Pennsylvania Conservancy awarded a contract to Jendoco
Construction Corp. to serve as contractor for work at its High Mead-
ows Garage at Fallingwater in Farmington, Fayette County.

Jendoco Construction was awarded a contract by Verizon for its IPTV
project at the Seventh Avenue offices in downtown Pittsburgh. The
project was designed by LLI Engineering.

Facility Support Services is providing general contracting services
for facility improvements to Warehouse No. 4, Bay A at the Defense
Supply Center Richmond, Richmond, VA. This $4 million teaching facil-
ity is for the Defense Acquisition University.

PREIT recently awarded Rycon'’s Building Group two contracts total-
ing $7.1 million. In Scranton, PA, work is underway on a new 23,000
square foot HomeGoods store at Viewmont Mall. In Harrisburg, PA,
Rycon is converting a former box store into a new 58,000 square foot
Dick’s Sporting Goods at Capital City Mall.

As construction manager, Rycon’s Building Group is completing
$10 million of work for Federal Realty Investment Trust (FRIT) at The
Shops at Willow Lawn in Richmond, VA. The scope includes demoli-
tion of existing stores to make way for a new AC Moore and Dick’s
Sporting Goods.

Rycon’s Special Projects Group was selected as Dollar Bank's con-
struction manager for their data center renovation at Liberty Com-
mons. Strada is the designer.

A construction management contract was awarded to Rycon’s Special
Projects Group to fit-out floors 17 and 18 within Tower Two-Sixty for
McGuireWoods. Work is slated to start in April. Gensler is the architect.

Over the past year, The Myers Y. Cooper Co. awarded Rycon three
new PetSuites facilities totaling $8 million. The locations in North Car-
olina, South Carolina, and Georgia were designed by Tilsey + Associ-
ates Architects and average 20,000 square foot in size.

Rycon is nearing completion on the 9,000 square foot $2.1 million
high-end interior build-out for City Works located in Miami, Florida.

In Cleveland, OH, Rycon recently started a $1.3 million medical office
renovation for MetroHealth. Perspectus Architecture is the designer of
the 16,000 square foot, 16-week project.

Rycon was awarded a contract for a new $7.2 million Progressive
Insurance regional claims office located in Miramar, FL. The 37,700
square foot structure will be built using the tilt-up technique. Richard
L. Bowen & Associates is the architect.



CONTRACTS

Anew Ulta store, located outside of Tampa, FL was awarded to Rycon
by DDR Corp. Expected to begin shortly the 10,000 square foot store
is planned to open the second half of the year.

At the Master Builders’ Association (MBA) Evening of Excellence on
February 23, Rycon was presented the award for “Best Renovation
Under $10 Million” for the Liberty Center Lobby project. A special
thank you goes out to CBRE/Starwood Capital Group, Gensler, and all
subcontractors on their hard work and effort.

UPMC Senior Communities awarded a $3 million contract to Burchick
Construction to build six patio homes at its Sherwood Oaks commu-
nity in Cranberry Township PA. Image Associates is the architect.

South Park School District awarded a $3,954,000 contract to Yarbor-
ough Development Inc. for the general construction portion of its
$7.9 million Eagle Stadium and Recreation Complex renovations. The
architect is HHSDR Architects and Engineers.

Penn State University selected PJ Dick Inc. as CM At-risk for the 215-
car parking garage addition at its Erie campus. Weber Murphy Fox is
the architect for the $5 million project.

AVISON
YOUNG
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Performance.

Our mission is to build the
leading global real estate
solutions company by aligning
the long-term interests of our
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“WE ARE PROUD UNION FAMILIES, BUILDING COMMUNITIES & SERVING CONTRACTORS THROUGHOUT WESTERN PENNYSLVANIR”
PHILIP AMERIS, PRESH]ENT & BUSINESS MANAGER
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April 20: ASA monthly dinner meeting at LeMont

May 18: ASA monthly dinner meeting at Massaro Corp. office
COMING EVENTS July 19: Summer social—Pirates game at PNC Park Skull Bar

565 Callery Road

Cranberry Township, PA 16066
(724) 538-8227

Angela Wentz, Executive Director
asawpa@zoominternet.net

84 www.mbawpa.org




FACES: NEW PLACES

Burchick Construction Company, Inc. announced its recent
hire of Jacquelyn Tully as director of business relations. Jac-
quelyn graduated from Penn State University with a bachelor’s
degree in advertising and public relations. She will be support-
ing administrative and business development efforts.

Jessica Ramsey, estimating and small business coordinator,
joined Mascaro on January 30. Jessica is a graduate of Saint
Francis University and has a diverse background in construction
that includes estimating and marketing.

Taylor Williams, a Mascaro co-op student since 2014, re-
ceived the MBA/CAP 2016 scholarship award. The scholarship
was presented to him at the annual dinner held on January 20,
2017. Taylor became a full time member of the build with the
best team on February 6.

Chris Walko, who was last year's MBA scholarship winner, also
became a full time member of the Mascaro team on February
6, 2017. Chris started as a co-op with Mascaro in 2014.

Anthony Guzzi joined Independence Excavating Inc. as
project manager for the company’s Wray Road project. In-
dependence also added project engineers John Guzak,
Dylan Bongiorni, and Eric Peroli to its team in support of
various projects.

Justin Yokaitis joined Facility Support Services, LLC as
project manager. Justin is responsible for managing Coury
Financial Group's tenant fit-out in Tower 260 and River Vue
apartments’ outdoor lounge and sales office renovation. His
work experience includes managing a large volume of com-
mercial retail and residential renovations projects in New
York City.

Rycon Construction announced Michael Harwood joined
the Cleveland Division as vice president. With more than 30
years experience in the construction industry, Harwood be-
gan his career as an architectural designer, eventually work-
ing his way to the construction side as a project manager
which lead to his role as senior director of construction with
a national retail developer. Harwood is a graduate of Bowl-
ing Green State University.

Senior Project Manager Ed Chapman recently joined Ry-
con'’s Building Group. He holds a degree in Civil Engineer-
ing from Virginia Polytechnic Institute. Ed has 30-plus years
experience in the commercial construction industry.

Rycon hired Reid Cservak as a project engineer in the
Building Group. He's a graduate of the University of Cincin-
nati with a degree in Civil Engineering.

Carl Dehne joined Rycon Ft. Lauderdale’s team as proj-
ect manager. He's a graduate of Pierce College where he
earned a degree in Construction Technology. Carl brings
over 40 years of relevant experience to the team.

Rycon’s Building Group welcomed Stephany DelSignore
as an estimating assistant. Stephany received a bachelor’s
degree from Clarion University.

Paul Gash, graduate of University of Georgia, has been
hired as a project manager at Rycon’s Atlanta office. He has
20-plus years expertise in all facets of the industry.

Rycon’s Special Projects Group hired Justin Lamb as a proj-
ect manager. He spent eight years in the Marine Corps and
served three tours in Irag. He brings nearly a decade of
industry experience to Rycon.

With seven years experience, project manager, Jaime
Ortez has been added to the Rycon Ft. Lauderdale team.
He is a graduate of ITT Technical Institute where he earned
degrees in Construction Management as well as Drafting
and Design.

Alex Rodriguez, LEED Accredited Professional and proj-
ect manager, recently joined Rycon Ft. Lauderdale. He re-
ceived a master's degree in Construction Management from
Arizona State University and brings nearly 12 years industry
experience to the team.

Bill O'Toole joined the Rycon Building Group as MEP esti-
mator/coordinator. He brings over 30-plus years experience
in the engineering, industrial, and commercial construction
industry to the company. Bill's a graduate of Point Park Uni-
versity where he earned a degree in Electrical Engineering.

Rycon'’s Building Group has added Dan Theis as estimator.
He went to Allegheny College for his undergraduate de-
gree in Managerial Economics then attended the University
of Alabama for his master’s degree in Construction Engi-
neering Management.

Rycon Atlanta hired Brian Williams as assistant project
manager. Brian obtained a bachelor’s degree in Graphic
Communication Systems from North Carolina A&T State
University and an associate’s degree in Construction Man-
agement from Gwinnett Technical College. He has a back-
ground in architecture drafting and design with two years of
experience in the construction industry.

PJ Dick Inc. hired Daniel Greene as estimator.
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Congratulations to the
2016 MBA Building Excellence

Award Winners!

Thank you 2017 Construction Industry Evening of Excellence Sponsors!
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2016 MBA
OFFICERS

President
Steven M. Massaro
Massaro Corporation

Vice President
Todd A. Dominick
Rycon Construction, Inc.

Treasurer

Raymond A. Volpatt, Jr., PE.
Volpatt Construction Corporation
Secretary/Executive Director
Jack W. Ramage

2016 MBA
BOARD OF
DIRECTORS

Joseph E. Burchick
Burchick Construction Company, Inc.

John C. Busse

F.J. Busse Company, Inc.
DomenicP. Dozzi

Jendoco Construction Corporation
JamesT. Frantz,

TEDCO Construction Corporation
Anthony F. Martini,

A. Martini and Co., Inc.

Michael R. Mascaro

Mascaro Construction Company, L.P.
M. Dean Mosites, Past President
Mosites Construction Company
Clifford R. Rowe, Jr.

PJ Dick Incorporated

Glenn Sieber (MICA President)
Easley &Rivers, Inc.

GENERAL
CONTRACTORS

AIM Construction, Inc.

Allegheny Construction Group, Inc.
A. Betler Construction, Inc.

Burchick Construction Company, Inc.
F.J. Busse Company, Inc.

dck worldwide, LLC

DiMarco Construction Co., Inc.

Dick Building Company

PJ Dick Incorporated

Facility Support Services, LLC

FMS Construction Company

James Construction

Jendoco Construction Corporation
Landau Building Company

A. Martini & Co.

Mascaro Construction Company, L.P.
Massaro Corporation

McCrossin

Menard USA

Michael Baker Jr., Inc. Construction
Services Group

Mosites Construction Company
Nello Construction Company
Nicholson Construction Company
RBVetCo, LLC

RJS Construction Consulting, LLC
Rycon Construction, Inc.

Spartan Construction Services, Inc.

Stevens Engineers &
Constructors, Inc.

MBA MEMBERSHIP

TEDCO Construction Corporation
Turner Construction Company
Uhl Construction Company, Inc.
Volpatt Construction Corporation
Yarborough Development, Inc.

SPECIALTY
CONTRACTORS

A.C. Dellovade, Inc.

ACrane Rental, LLC

A. Folino Construction, Inc.
ABMECH Inc.

Advantage Steel & Construction, LLC
Alliance Drywall Interiors, Inc.
Amelie Construction & Supply, LLC
Amthor Steel, Inc.

Brayman Construction Corporation
Bristol Environmental, Inc.
Bruce-Merrilees Electric Co.
Century Steel Erectors Co., LP
Clista Electric, Inc.

Cost Company

Cuddy Roofing Company, Inc.

D-M Products, Inc.

Dagostino Electronic Services, Inc.
Donley's Concrete Group
Douglass Pile Company, Inc.
Easley &Rivers, Inc.

Joseph B. Fay Company

Ferry Electric Company

William A. Fischer Carpet Company
Flooring Contractors of Pittsburgh
Franco Associates

Fuellgraf Electric Company

Gaven Industries, Inc.

Giffin Interior & Fixture, Inc.
Richard Goettle, Inc.

Graciano Corporation

Guinto Schirack

Gunning, Inc.

Hanlon Electric Company

Harris Masonry, Inc.

HOFF Enterprises, Inc.

Howard Concrete Pumping, Inc.
Independence Excavating, Inc.
J.J. Morris & Sons, Inc.

Kalkreuth Roofing &
Sheet Metal, Inc.

Keystone Electrical Systems, Inc.
G.Kidd Inc.

Kirby Electric, Inc.

L & E Concrete Pumping Inc.
Lighthouse Electric Company, Inc.
Limbach Company, LLC

Luca Construction & Design
Marsa, Inc.

Massaro Industries, Inc.

Master Woodcraft Corporation
Matcon Diamond, Inc.

Maxim Crane Works, LP
McCrossin Foundations, LLC
McKamish, Inc.

McKinney Drilling Company
Mele & Mele & Sons, Inc.
Minnotte Contracting Corporation
Moretrench American Corporation

Nathan Contracting LP

Noralco Corporation

Paramount Flooring Associates, Inc.

Phoenix Roofing Inc.

Pittsburgh Interior Systems, Inc.

Precision Environmental Company

RAM Acoustical Corporation

Renick Brothers Construction Co.

Ruthrauff | Sauer LLC

Sargent Electric Company

Scalise Industries Corporation

Schnabel Foundation Company

Specified Systems, Inc.

Spectrum Environmental, Inc.

SSM Industries, Inc.

Swank Construction Company, LLC

T. D. Patrinos Painting &
Contracting Company

A.J.Vater & Company, Inc.

W.G. Tomko, Inc.

Wayne Crouse, Inc.

Wellington Power Corporation

Winjen Corporation

Wyatt, Incorporated

AFFILIATE
MEMBERS

4CTechnologies

AE Works Ltd.

AEC Online Store LLC
Aerotek, Inc.

All Crane Rental of
Pennsylvania, LLC

Alliant

American Contractors
Equipment Company

American Contractors
Insurance Group

American Institute of Steel
Construction

AmeriServ Trust and Financial
Services Company

AON Risk Services, Inc.
Amett Carbis Toothman, LLP

Arthur J. Gallagher Construction
Risk Solutions

Arthur J. Gallagher Risk
Management Services, Inc.

Ascinsure

Automated Logic Corporation
Babst | Calland
Baker Tilly Virchow Krause, LLP
BDO USA, LLP

BlueLine Rental, LLC

Blumling & Gusky, LLP

Brashear Construction
Consulting, Inc.

Bronder & Company, P.C.

Burns & Scalo
Real Estate Services, Inc.

Cadnetics

Casel|Sabatini

Chartwell Investment Partners

Chubb Group of Insurance

Companies

Civil & Environmental
Consultants, Inc.

Clark Hill PLC

Cleveland Brothers
Equipment Co., Inc.

CliftonLarsonAllen LLP

Cohen, Seglias, Pallas, Greenhall
&Furman

Computer Fellows, Inc

Construction Insurance
Consultants, Inc.

Culligan of Sewickley
Dickie, McCamey & Chilcote, PC

Dingess, Foster, Luciana, Davidson
& Chleboski LLP

Dollar Bank

Eckert Seamans Cherin & Mellott
ECS Mid Atlantic, LLC

Edwards APQM
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Enterprise Fleet Management
Equipco

FDR Safety, LLC

First National Bank of Pennsylvania

Forta Corporation
Foundation Building Materials
Gallaway Safety & Supply
HalenHardy, LLC
Henderson Brothers, Inc.
Henry Rossi & Co., LLP
Hill, Barth & King, LLC
Howick, LTD.
Huntington Insurance, Inc.
Huth Technologies LLC
Karpinski Engineering
Langan Engineering &
Environmental Services
Larson Design Group
Leech Tishman Fuscaldo &
Lampl, LLC
Liberty Insurance Agency
Liberty Mutual Surety

Lytle EAP Partners/Lytle
Testing Services, Inc.

m/design

Maiello, Brungo & Maiello
Marsh

Meyer, Unkovic & Scott LLP
Mobile Medical Corporation
Multivista

NCI - Nursing Corps

Ohio Valley Drywall Supply
Sandra Palone & Associates, LLC

Picadio Sneath Miller & Norton, P.C.

Pietragallo Gordon Alfano Bosick
&Raspanti, LLP

Pittsburgh Mobile Concrete, Inc.
Precision Laser & Instrument, Inc.
PSI

R.A. Smith National, Inc.

R.J. Bridges Corporation

Reed Smith LLP

Saul Ewing, LLP

Schnader Harrison Segal &
Lewis LLP

Schneider Downs & Company, Inc.
Scotti Law Group

Seubert & Associates, Inc.

Steel Structural Products

Steptoe and Johnson PLLC

Tarax Service Systems, Inc.

The Blue Book Building
& Construction Network

The Gateway Engineers, Inc.
The HDH Group, Inc.

The Rhodes Group

Tioga HVAC Rentals

Tom Brown, Inc.

Travelers Bond & Financial Products
Triad Engineering Inc.

Tucker Arensberg, P.C.

UPMC Work Partners

VEBH Architects, PC

Veka, Inc.

Wells Fargo Insurance Services
Wilke & Associates, LLP

Willis of Pennsylvania, Inc.
Zurich NA Construction




CLOSING OUT

Healthcare: Economic Engine or Economic Burden?

he healthcare industry has
been good to Pittsburgh in
many ways. It provides jobs
for one of every seven workers
in the region with wages higher than
the regional average. Many construc-
tion jobs have been created by build-
ing new hospitals, expanding existing
hospitals, and building or renovating
outpatient facilities across the region.

But where does the money to pay for
all of those jobs and construction proj-
ects come from? One way or another,
most of it comes from the wallets of the
region’s workers. Those who buy their
own insurance see all too clearly how
expensive healthcare has become, first
when they pay large premiums and
later when they pay even more to re-
ceive healthcare services. Those who
get coverage through their employ-
ers pay indirectly by receiving wages
and salaries that are lower than if in-
surance was less expensive. (Pennsyl-
vania's average employer-sponsored
family premium of $17,344 in 2015
was equivalent to 1/3 of average an-
nual earnings in the Pittsburgh Region,
and the $6,286 average premium for
a single individual was more than 40%
of earnings in a minimum wage job.)
Nearly one-third of everyone's federal
taxes and one-fourth of their state
taxes pays for healthcare costs under
Medicare and Medicaid.

The high cost of health insurance
means communities have less money
to spend on roads and other infrastruc-
ture and less money to invest in educa-
tion and other services. Workers have
less money to spend on other products
and services, and that slows job cre-
ation and construction projects in oth-
er industries. Many citizens also face
difficult choices between paying for
health care and paying for food, rent,
and other necessities. This is all getting
worse every year, because healthcare
spending is growing faster than infla-
tion. Congress has struggled with how
to improve access to health insurance,
but insurance won't be affordable if we
don't reduce the cost of healthcare.

BY HAROLD D. MILLER

The answer to high costs isn't to deny
care to patients but to deliver care in
a better way. Today, many people are
hospitalized because their health prob-
lems are not being effectively man-
aged, they experience treatment com-
plications and hospital-acquired infec-
tions that could have been avoided,
or they receive tests and procedures
that simply aren’t needed. Many oth-
ers are receiving services they do need
but the providers are inefficient or
they charge far more than is necessary.
The National Academy of Medicine
has estimated that 30% of healthcare
spending could be eliminated without
harming patients. If we eliminate the
unnecessary services and deliver the
necessary services more cost-effective-
ly, insurance would be more affordable
and hundreds of billions of dollars in
savings could be spent on other proj-
ects and services.

Innovative healthcare leaders around
the country, including the Pittsburgh
Regional Health Initiative, have shown
that providing more services to pa-
tients in their homes or communities
rather than in hospitals can not only
reduce spending but achieve better
outcomes for patients. For example,
better home support for patients
with chronic diseases such as heart
disease and emphysema results in
fewer emergency room visits and
hospitalizations; better care in com-
munity oncology practices results in
fewer cancer patients needing to be
hospitalized for complications of che-
motherapy; and more effective use of
physical therapy reduces the need for
risky and expensive back surgery.

Projects that reduce the need for hospi-
tal services can achieve big savings be-
cause hospital services are the largest
single component of healthcare spend-
ing and the biggest cause of the growth
in total spending in recent years. But
fewer hospital services means that
many communities won't need as many
hospital beds in the future. The impact
will be bigger in Pittsburgh than in most
regions because southwestern Pennsyl-

vania has more
hospital  beds
per capita than
most  regions
in the country,
residents here
are  hospital-
ized more fre-
quently than in
other regions,
?snc(j)nzlttos'l?fr?lg Harold Miller
two major regions in the country that
continues to lose population.

The affordability and quality of health-
care is determined locally, not in
Washington, DC. Continuing to deliv-
er and pay for care as we have in the
past may result in more jobs in health-
care, but fewer jobs and lower wages
in every other industry. Although the
Pittsburgh region’s large healthcare
sector helped soften the blow from
the 2008 recession, it hasn't boost-
ed the regional economy during the
recovery. Over the past four years
(2012-2016), the number of jobs in
the Pittsburgh Region increased by
only one half of one percent (0.5%),
the slowest growth by far among the
40 largest regions in the country.

Redesigning care delivery to focus
more on primary care and home care
and less on hospital care would boost
the region’s economy, not harm it. Re-
ducing spending on hospital services
would allow lower insurance premi-
ums, make businesses more competi-
tive, and allow more investment in in-
frastructure and other projects. More-
over, one of the best ways to attract
more jobs and families would be to
offer more affordable healthcare than
other regions. @

Harold Miller is President and CEO
of the national Center for Healthcare
Quality and Payment Reform (www.
CHQPR.org). He also serves as Adjunct
Professor of Public Policy and Manage-
ment at Carnegie Mellon University.
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