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                                     Elissa Benson     

REVISED

STAFF REPORT


SUBJECT:
Proposed Ordinance 2002-0301 provides final funding for the King County Courthouse Seismic Retrofit Project and Automated Fingerprint identification system (AFIS) capital projects.

KEY ISSUES:  Key issues for review today include the following items:

1. Project Budget Update

2. CX Debt Service Financing Plan

3. Supplemental Appropriation Legislation & striking amendments
SUMMARY:


Previous project briefings occurred on April 24, 2002, June 5, 2002, and July 3, 2002.  Executive Staff presented the status of the project utilizing a modified General Contractor/Construction Manager (GC/CM) construction delivery method.  The project has been well documented and Monthly Reports have accompanied Committee briefings.  Discussion items have focused on the contracting methodology, schedule, budget, and the use of County Force Labor.

The purpose of the project is to seismically retrofit the Courthouse such that, it will meet the equivalent seismic standards of a new construction.  In addition, several other building systems including the fire alarm and sprinkler system, HVAC, and core telecommunications cabling will be upgraded per code requirements.
This will bring the total cost of the Courthouse Seismic Project from the $70.2 million previously appropriated (April 2001, following Nisqually Earthquake) to $83.3 million.

SCOPE:  
Independent Review (Audit) Contract  During the April 24, 2002 BFM briefing Council requested the addition of an independent consultant to provide oversight on the project.  A draft scope or work/proposal was transmitted by Executive staff on July 17, 2002 and reviewed the same day.  Council staff provided comments regarding scope of work and the proposed consultant selection process later that same day.  Discussions with Project team resulted in general consensus on the scope comments.  A draft copy of the revised proposed scope of work is included in Attachment 1.  The revised scope is modeled after the Council approved Independent Review scope requirements included in the Harborview Bond Program and will provide for written monthly reports to Council and quarterly presentations to Budget and Fiscal Management Committee.  

A form of independent review function is currently being realized through the extensive use of an independent cost estimating firm to assist the project team in evaluating and reconciling the Maximum Allowable Construction Cost (MACC) with the GC/CM.  According to project representatives this independent cost estimating services will continue throughout the construction phase and will be utilized to support the project team in its review of change order cost proposals and negotiations with the GC/CM.

Automated Fingerprint Information System (AFIS) Tenant Improvement Project:  

The scope of the project is to provide tenant improvements to approximately 16,000 SF on floor level 1A of the King County Courthouse for the AFIS department of the King County Sheriff’s Office.  Work includes a new HVAC system to accommodate the 24/7 operations of the AFIS unit as well as a general refurbishment of the space (new walls, carpet, paint,) for office occupancy.

The Executive’s recommendation to continue with the AFIS Project as a Bid Alternate to the core seismic project was noted at the June 5, 2002 briefing.  

Stairwell Wall Replacement Project:  

Background information on the Stairwell #4 Wall Replacement Pilot Project is included in the June 5, 2002 and July 3, 2002 committee staff reports.  

During the July 3, 2002 Committee briefing it was noted that the Executive had recommended that the Stairwell #3 work should also be done by County Force Labor and the remaining four perimeter wing stairwells should be done by the GC/CM (stairwells 1, 2, 5 & 6).  Based on observations noted by Council staff during a tour of the of stairwell #4 construction site and discussion with project staff and the GC/CM project manager Council staff is in agreement with this recommendation.  Council staff concurrence was based on the unusually high number of unanticipated hidden conditions observed in Stairwell #4 (similar conditions exist in stairwell #3) which pose a high likelihood of risks to the County for change orders and delay claims if this work were to be done by an outside contractor.

Construction on Stairwell #4 is currently 62% complete.  Demolition on the 3rd floor is complete and new framing is being installed.  New walls on the 4th and 5th floors are 85% complete.  The woman’s 6th floor restroom is now open.  Construction cost is within budget.  County force labor will be ready to begin work on Stairwell #3 by mid-August.

SCHEDULE:  no changes
A copy of the June Project Monthly Report project schedule was attached to the July 3, 2002 committee staff report.  Submittal of the July Project Monthly Report is not scheduled until August 10, 2002.  However; project representatives have reported that there are no significant adjustments to the milestone schedule summarized below:

Council Milestone Schedule


07/24/02

BFM briefing MACC Update, 

Committee Action on Supplemental Appropriation 


07/29/02

Council Funding Authorization
MACC Preparation Milestone Schedule


6/04/02 – 7/12/02
GC/CM + Independent Cost Estimates


6/26/02 – 7/18/02
Reconcile Estimates


7/9/02 – 7/23/02
MACC Negotiations

Move Plan Milestone Schedule


9/3/02


Relocate PAO to Bank of America


Mid September
Relocate Policy & Planning to Floor 5

Mid September
Relocate Sheriff to 4th & 5th floors

Early October

Superior Court to Yesler Building

Construction Milestone Schedule


10/14/02

Start Construction

Stairwell #4 Pilot Project - Milestone Schedule


9/03/02

Complete Construction – Stairwell #4

Construction Period 

The current construction schedule is 2 months bid procurement and 20 months construction for a total of 22 months duration.  The current scheduled start of construction is 11 months later than planned due to the receipt of high bids and restructuring of the project.  However; due to the reduced construction schedule the project will be completed only 7 months later than the previous schedule.
Tenant Lease Space

The project office has executed an agreement to lease approximately 47,000 square feet of fully furnished office space in the Bank of America Building (Columbia Tower) for 22 months.  The lease allows early termination of 12,000 square feet at month 12 and 35,000 square feet at month 18 without penalty cost.  Movers are under contract to move tenants out of and back into the building as well as within the Courthouse.  An in-house architect and staff have been assigned to the project to provide space planning and coordinate tenant moves.

Current move cost budget is $4.2 million, which is higher than the previous $3.5 million budget. However, the current move plan includes 60% more people than previously budgeted for last November.  Moving more people out of the building during construction was one of the key recommendations noted in the bid evaluation report.

The only Courthouse tenant scheduled to move to the Bank of America Building during construction is the PAO.  The entire 5th floor will be vacated and used for surge space.  All other tenant moves involve the 1st and 4th floors of the Yesler Building and internal (surge space) moves within the Courthouse.

Construction Phasing & Sequencing Plan

The phasing & sequencing plan continues to be finalized.  Generally, the phasing & sequencing follows the same pattern proposed under the original CASP project last October.  Construction will start beginning on the lower levels of the west side of the Courthouse, proceed vertically floor by floor and then shift to the east side following the same vertical pattern.  Each phase is estimated to take approximately 3-months duration.  The most significant difference between the original phasing & sequencing plan and the current plan is that there are more people out of the building, which allows fewer number of phases and larger spaces.

PROJECT BUDGET:

The current estimated amount Council will be asked to fund beyond current approved funding will be:

Courthouse Seismic Project


$13,085,963
(Revised)

AFIS Tenant Improvement Project

$  1,225,095
Total Appropriation



$14,311,058
(Revised)

A summary of the project budget history and funding history compared to the current budget (07/18) is provided in Attachment 2.  This summary also illustrates the relationship between the previous budget (10/01) and the current budget (07/18) and shows a crosswalk for the derivation of the supplemental appropriation request amount.

Council staff representative (David Layton) attended several project coordination and MACC cost reconciliation meetings during the week of July 15th as an observer.  The meetings observed were professional and covered cost issues at a very detailed level.  Meetings were attended by representatives of the project team, Seneca, Baugh/Skansa Construction (GC/CM) and by the independent cost estimator (The Robinson Group).  Simultaneous estimates prepared by the Robinson Group and Baugh construction were used in the reconciliation process which involved lively discussion and appeared to require several iterative sessions to resolve and agree upon differences in the establishment of the MACC.

Council staff reviewed detailed project construction and soft costs line item budgets with Executive staff over several sessions.  Comparisons were made between previous project budget line items and current line items and verified for reasonableness.  The review process has been open and the budget information provided is detailed and clearly presented.  

Project Savings

The contract with Baugh is based on an agreed to Maximum Allowable Construction Cost (“MACC”).  If the contractor is able to complete the project for less than the MACC, any savings revert to the owner.  

To motivate the contractor to generate savings, some owners elect, with this type of contract, to agree to share a portion of these savings with the contractor subject to a maximum amount.  As of the date of this report, the County and its advisors have not agreed to any savings incentive.  Negotiation of any savings incentive will take place with the Contractor on Monday July 22,, 2002.  Executive staff is present today and is prepared to comment on the status of the project savings.

REVISED FINANCING PLAN

At the June 5, 2002 BFM meeting, council staff highlighted the need to review the Executive’s revisions to the long term financing for the Courthouse Seismic Project as a part of a more comprehensive examination of the financing strategy for all the current expense funded major capital projects currently envisioned.  

The Executive’s proposed financing plan was reviewed at the July 3, 2002 briefing and a copy of the plan which shows the new proposed schedule compared to the CX debt service schedule adopted with 2002 budget is included as Attachment 3 to the staff report.  Highlights of the July 3, 2002 discussion are summarized below.

Projected CX debt service is lower than currently assumed in the adopted financial plan from 2003 through 2007.    The effect of this is to slightly narrow the projected shortfall by the following amounts:

· 2003 – $2 million
· 2004 -- $4.7 million
· 2005 -- $1.4 million
· 2006 -- $0.8 million
Upon preliminary review, this is generally being accomplished by a combination of pushing the actual issuance of debt further out to reflect schedule delays and utilizing existing placeholder debt service capacity for the North Rehabilitation Facility Project which the executive no longer recommends. In addition, the total amount estimated for financing has been decreased for some projects and increased for others.  Specific changes are as follows:

	
	Adopted Plan amt to be borrowed in millions
	Revised amt to be borrowed
	Adopted timing for beginning of debt service
	Revised timing for beginning of debt service

	Courthouse Seismic Project
	$77.6 m
	$83.3 m
	2003 full year debt service – $6.6 m
	Delay 2003 half year debt service -- $3.4 m then $6.8 m

	RCECC


	$30.2 m
	$30.3 m
	2003 full year debt service -- $2.4 m
	Delay 2003 half year debt service -- $1.2 m then $2.4 m

	Nisqually Earthquake Repairs
	$5.3  m
	$3 m
	2003 full year debt service –

$500K
	Same timing but lower amount --

$239K

	Integrated Security Project
	$20.4 m
	$16.8 m
	2005 half year debt service –

$810K then $1.6 m
	Same timing – lower amount 

$640 K then $1.28 m

	North Rehabilitation Facility
	$21.6 m
	$1.8 m
	2004 full year

$1.74 m
	Same timing but lower amt

$141 K



	Technology Bond
	
	
	Full year 2005

$488 K
	Same

$488 K

	FSRP Restart
	
	
	Full year 2005

$799 K
	Delay till 2004

$840 K


In summary, the Executive has presented a financing strategy that:

1. addresses the anticipated cost changes (upward and downward) in several projects without requiring additional debt service not already assumed;

2. lowers CX debt service from what is currently assumed in the CX financial plan; and

3. is within the adopted county policy of limiting Current Expense limited term general obligation debt to 5% percent of available CX revenues.

Supplemental Appropriation Legislation

The Executive transmitted the Supplemental Appropriation legislation on June 28, 2002 in anticipation of Committee action at today’s committee briefing.  The appropriation request amount was based on preliminary budget estimates in order to allow time for introduction and processing of the legislation.  A Final Supplemental Appropriation Request amount may or may not require a revision depending on the results of the final negotiations.  A final figure was not available at the time this staff report was prepared.  Executive staff has stated they do not anticipate that the final amount will exceed the amount included in the legislation.  Confirmation of the final MACC should be available by today’s briefing.

The Supplemental Appropriation Request also includes $1,225,095 for the AFIS Project.  This account is funded by a special property tax levy for AFIS to be used to identify (through fingerprint or other methods) detained persons, suspects from crime scene evidence, crime scene fingerprinting, and to train personnel.  (See Ordinance 13894).  Supplemental Appropriation Request for the AFIS project does not affect CX debt service.

Striking Amendment and Title Amendment

Council staff review of the Courthouse Seismic Project funding history indicated a technical correction to the calculations used in the development of the supplemental appropriation amount.  Previous funding of $619,756 included in 2001 Adopted Budget Ordinance 14088 had inadvertently not been included.  Therefore a striking amendment and a Title Amendment  have been prepared indicating a reduction of the supplemental appropriation request for the Courthouse Seismic Project of $619,756 to offset this omission.

A proviso has been added specifying that the independent review function is to be funded from the appropriation.  Secondly, the proviso lays out key elements of the scope of work and deliverables that are to be provided.

Insurance and Federal Emergency Management Agency (FEMA) Reimbursement Status

A detailed breakdown of the Insurance and FEMA reimbursement status and current project budgets was summarized at the July 3, 2002 briefing.  A copy of the summary report discussed at that briefing is included in Attachment 4 of this staff report to provide background cost information on the Stairwell Walls Replacement Project and the Corridor Walls Replacement Project.  These two projects will be included in the Courthouse Seismic Project as ADD ALTS in order to maintain separate tracking and monitoring due to their separate FEMA and Insurance reimbursement funding status. 

It is important to note that the funding for these two projects is separate from the core seismic project and is not included in the supplemental appropriation request legislation being considered for committee action today.

A summary of selected key totals are as follows:

Costs

Original Budget Total for all repairs



$10,303,910

Life to Date Budget for all repairs (spending authority)
$10,514,200

Estimated Actual Cost to Complete for all repairs

$  9,866,805
Reimbursement

FEMA Reimbursement for all repairs
 (@75%)

$  2,560,306

State Reimbursement for all repairs (@12.5%)

$     426,718

Insurance Reimbursement for all repairs


$  4,012,649

Subtotal all Reimbursements



$  6,999,673
Estimated County Liability




$  2,867,132

The most significant remaining risk exposure to the County will be the Courthouse Stairwell Wall Replacement and the Corridor Wall Replacement Project since the combined cost of these two efforts is $5.6 million and this work is not yet completed.  To mitigate this risk FMD staff have based the budgets for these two projects on bids received last October plus considerable additional FMD investigation and budget adjustment.

REASONABLENESS

Over the course of the last few weeks Council staff has reviewed the overall project including monthly project reports, construction and soft cost budgets, Value engineering matrix, appropriations history, revised financing plan, schedules, move plan, phasing & sequencing plans, and attended project management and cost reconciliation sessions and conducted construction site visit for stairwell #4 project.  Several specific areas addressing the issue of reasonableness are highlighted below:

· The project appears well managed and carefully documented.  Monthly Reports are published regularly and are thorough and complete.  Coordination meetings are conducted and documented.  Communications with the oversight committee, Interdepartmental Workgroup and tenants is organized and regular.

· Good cost management practices are being utilized.  Cost reconciliation efforts are being conducted at a detailed level and includes an independent cost estimating firm who will continue on the project throughout construction.  Significant cost reductions from the October 2001 bids have been achieved.  The GC/CM construction delivery method will allow cost savings to revert to the County.

· Management of risks is being monitored through professional management and careful and detailed planning and the allocation of owner controlled contingencies and allowances.  The GC/CM is very knowledgeable about the project due to his on site presence since April 2001.  An Independent Review Consultant will soon join the project.

· The financing plan lowers CX debt service from currently assumed in debt service plan and is within county policy debt limits (i.e. within 5% percent of available CX revenues).

· The project team has demonstrated compliance with published milestone schedule commitments.

· The project team has exhibited an open book policy with Council staff.  Project budgets are available for review and include a crosswalk to previous budgets.

ONGOING ISSUES AND NEXT STEPS

Supplemental Appropriation Committee action on July 24, 2002 and subsequent Council approval process on July 29, 2002.

Execution of the Contract for Construction and issue a Notice to Proceed.

Finalize the financing plan for other projects.

Finalize scope of services and select Independent Review Consultant.

Implement the move plan and phasing & sequencing plan.

INVITED:

Jim Napolitano, DES, Facilities Management Division

ATTACHMENTS:
1. Draft Independent Review Scope of Work

2. Project Budget Comparison

3. CX Debt Service Plan

4. FEMA/Insurance Reimbursement summary

Proposed Ordinance 2002-0301 received a do-pass recommendation from the committee on July 24th.
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