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STAFF REPORT
SUBJECT:
AN ORDINANCE implementing a supplemental appropriation of $1,400,000 to complete due diligence planning, preliminary design, and permitting of a South Regional Road Maintenance Facility, and consultant contract and staff time to complete the Roads Operational Master Plan.
SUMMARY:
This proposed ordinance is a companion to Proposed Ordinance 2008-0516 which would authorize the King County Executive to execute a purchase and sale agreement to complete the sale of the county-owned property know as the Summit Pit regional roads maintenance facility.
BACKGROUND:  The potential sale of the Summit Pit Roads Maintenance Facility has precipitated the need for planning of a replacement facility.  In February 2006 the county received an unsolicited offer from the Yarrow Bay Group to acquire the Summit Pit property. Since that time there has been a series of events and legislation leading toward a possible transaction to sell Summit Pit.  A summary of legislation relating to the possible sale of Summit Pit is included in the staff report in Attachment #4.
According to the transmittal letter, the Council appropriated $175,000 in the 2007 Roads Services Division budget for the purpose of accomplishing the Roads Maintenance Facilities study (RMF). 

Roads Maintenance Facilities study:  In response to pressure to assess the impacts of a possible sale of Summit Pit, but without the benefit of a current Operational Master Plan (OMP), the Roads Services Division (RSD) in conjunction with Facilities Management Division (FMD) and the Office of Management and Budget (OMB) collaborated on initial data collection, analysis, and planning on RSD’s near and long-term countywide maintenance operations.  This preliminary work was then incorporated by a consultant, Dye Management Group (DYE) into the Roads Maintenance Facilities Study (RMF).  DYE completed the RMF on June 23, 2008 and a copy of the final report was transmitted with this proposed legislation.
The RMF study findings and recommendations relative to the condition of facilities and site locations can be summarized by the following:
Existing Facilities Conditions
· Most of the county’s roads maintenance facilities were constructed in the 1930s – 1960s.

· Maintenance facilities sites were located prior to incorporations and annexations.

· Most structures remain largely unchanged since their original construction.

· Most facilities are woefully inadequate by modern standards.

· Most facilities are in need of major repair or replacement due to a backlog of deferred maintenance.

· Facilities repair or replacement costs will be significant.

Maintenance Facilities Site Locations

· Several existing maintenance facility sites should be consolidated including consolidation of Summit Pit and Black Diamond into a new appropriate alternate location (South Region Maintenance Facility).
A summary of required repairs needed at the maintenance facilities at Summit Pit and Black Diamond are provided in Attachment #5.  These short-term repairs are necessary to extend the useful life of the facilities for 30 years.  Roads staff noted that only emergency repairs are planned for the next two years.  However, if the purchase and sale agreement with Yarrow Bay is not executed or if Ravensdale permits cannot be obtained then the following repairs would need to commence within the next two years.
	Facility Repair Projects
	Summit Pit
	Black Diamond

	Total 10 Projects (incl. tax & contingency)
	$2,100,000
	$600,000


RSD anticipates that the above repair projects would be funded through the sale of bonds.

A summary of the cost to replace the existing facilities at Summit Pit and Black Diamond necessary to extend the useful life of the facilities for 30 years is shown in the table below:

	Facility Replacement Projects
	Summit Pit
	Black Diamond

	Total (May 2007 Estimate)
	$14,000,000
	$8,200,000


The RMF study represents a departure from the CIP process defined in King County Code.  Under the normal planning process agencies are first required to complete an Operational Master Plan (OMP) followed by a Facilities Master Plan (FMP) which is to be based upon the conclusions of the OMP.  Under this “hybrid” process, operational components of an OMP were folded into the RMF study which was completed only one month after the start of the Roads Operational Master Plan (ROMP).  

Roads Operational Master Plan (ROMP):  In the 2008 Adopted Budget the Council included a proviso requiring the Executive to submit a work plan for a ROMP. The Council approved the ROMP work plan by motion on May 27, 2008 (Motion 12786).  The timeline for the entire ROMP is 21 months.  The scope of work for the ROMP acknowledged the out-of-sequence nature of the RMF study by stating that the ROMP will build upon the maintenance facilities planning work conducted by division staff and an external consultant in 2007 and 2008. 
Site Selection:  As part of Yarrow Bay’s initial unsolicited offer for the Summit Pit property and the subsequent direct negotiations with King County, Yarrow Bay proposed two different alternative replacement sites for Summit Pit each consisting of two-sites.   In order to evaluate the proposed sites, RSD developed evaluation criteria consisting of the following general categories:

1. Location

2. Access

3. Property Characteristics

4. Environmental/Contamination

5. Land Use & Zoning

6. Functionality

7. Facilities

8. Risk/Liability

These criteria were used to determine if the proposed sites met the minimum threshold for further consideration.  Of the two pairs of Yarrow Bay proposed sites, neither met the minimum threshold criteria, and as a consequence the county initiated its own site search which was primarily focused on county-owned assets.  
The Ravensdale site is a large county-owned, underutilized site, located within 5-miles of Summit Pit and was subsequently identified as a candidate replacement site.  Ravensdale consists of three parcels with a combined acreage of 633 acres.  The northeast part of the site is occupied by shooting ranges used by the Department of Public Safety, Cascade Rifle Club, and Seattle Skeet.  Roads proposes to use about 200 acres in the northwest corner of the site.
The evaluation for Ravensdale appears to meet the minimum threshold in every category with the exception of some slope conditions that exceeded 15%.  However, unlike the other proposed sites, Ravensdale was not evaluated in the Property Characteristics Criteria, section e); “Site must have adequate volumes of high quality gravel (40 yr capacity, approximately 8.5 million cubic yards) or provision for same”.  The comments section for this item was identified as “Not Proposed”.  In a subsequent numerical ranking the Ravensdale site was compared to Summit Pit. The results are as follows:
	Criteria
	Maximum
	Summit Pit
	Ravensdale

	1. Location
	14
	14
	10

	2. Property Access
	76
	74
	30

	3. Property Characteristics
	121
	69
	45

	4. Environmental
	41
	-1
	1

	5. Land Use & Zoning
	140
	140
	79

	6. Functionality
	48
	44
	42

	7. Facilities
	50
	50
	50

	Total
	490
	390
	257


According to executive staff, a minimum score for selection was not established because final site selection would not be limited to just a numerical ranking.  The maximum score for gravel mining capacity was 5 points.  Council staff requested confirmation of how the RSD will address the loss of gravel mining capacity at Summit Pit and requested a summary of gravel mining operations at Summit Pit over the last 5-years in order to quantify the cost impacts associated with the loss of this resource.
	
	Gravel Quantity Mined
	

	Year
	Cubic Yards
	Tons
	Comments

	1999
	1,481,613
	280,879
	140th Phase I

	2000
	119,971
	226,745
	140th Phase II

	2001
	2,541
	4,802
	

	2002
	2,025
	3,827
	

	2004
	0
	0
	

	2005
	14,344
	27,110
	Elliot Bridge/Northbend Road

	2006
	2,470
	4,668
	Lake Dorothy Road

	2007
	882
	1,288
	

	Total
	291,961
	551,427
	


The price to purchase gravel from outside vendors resulting from the loss of gravel mining capacity at Summit Pit is summarized in the following table:
	Period
	Tons of Gravel Mined @ SP
	Annual Vendor Price*
	Net Cost Impact @ Ravensdale**

	5-Year Average
	7,000
	$63,000
	$42,000

	9-Year Average
	61,000
	$549,000
	$366,000


*Average vendor price per ton of gravel at the plant = $9.00/ton.
**RSD estimated cost per ton of gravel mined at Summit Pit = $3.00/ton 
Attachment #6 is a site map showing the locations of roads maintenance facilities and their relationship to the proposed Ravensdale site for the South Regional Maintenance Facility.

Ravensdale Due Diligence:  Council appropriated $1.375 million in the 2008 Adopted Budget for ROADS Services Division (RSD) to complete the Phase I and begin Phase II due diligence work for the Ravensdale site (Project #300808 South Regional Maintenance Facility). This work was an important precursor to ascertaining the suitability of the Ravensdale site and is the foundation on which the completion of Phase II due diligence and preliminary design will be based. 
Summit Pit RFP:  On February 28, 2008 the county issued an RFP for the Sale of Summit Pit Roads Maintenance Regional Facility. 
SCOPE
The scope of work for this appropriation includes the following basic elements:
· Completion of Ravensdale Phase II due diligence

· Award consultant contract 
· Planning and design services for the South Region Road Maintenance Facility through 30% design.
· Completion of ROMP Phase I

Phase II Due Diligence:  The Ravensdale site due diligence phase I scope of work consisted of 15 elements which were primarily conducted by in-house county staff.  Specialty consultant work consisted of the following three elements:  a wildlife survey (Raedke & associates), preliminary programming/conceptual design (MacLeod-Reckord), and a hydrogeological assessment (Argus Pacific/Shannon & Wilson).  The completion of phase II due diligence is the in-house county staff time necessary to finalize the due diligence effort.
Design Consultant:  A request for proposal for planning and design services for the South Region Road Maintenance Facility (RFP No. E00139E08) was advertized in October 2008.  Attachment #3 of the RFP contains an 11-page detailed scope of work that represents a full range of architectural & engineering services including management, design phases, contact documents, bidding, construction, record drawings, and coordination of art.  The design fee for basic services is budgeted at 10.2% of the Maximum Allowable Construction Cost (MACC) due in part to the complexity of a large site with multiple structures.  The MACC contains a 20% contingency which appears reasonable at this early stage.  This % should be reduced as the design progresses. 
At the conclusion of the schematic design phase (30%) the RSD is required to issue a written notice-to-proceed before the consultant can proceed into the next phase.  The scope of services is detailed and comprehensive and appears to be a professionally prepared document. 
ROMP Phase I:   The council adopted ROMP work plan for Phase I is a 12 month process intended to establish the broad policy framework to prioritize and guide decision making regarding the provision of roads services in King County.  The scope of work for Phase I includes the development of 5 policy guidelines and completion of 8 tasks.  A copy of the scope of work is included in Attachment #7 of the staff report.  
In July of 2008 the Office of Management and Budget initiated a market condition waiver, which was subsequently approved, to execute a contract with DYE Management Group to provide technical expertise and comparative analysis.  The waiver was requested due to the complexity of the work, time constraints, and the specialty expertise of the consultant.  According to the transmittal letter, staff intends to accelerate the Phase I schedule and will present an updated schedule at the first ROMP Advisory Committee meeting to identify the time saved as a consequence of the market waiver.
SCHEDULE  

The overall schedule for the ROADS transition to Ravensdale is a complex interrelationship of the planning and design components and the proposed purchase and sale of Summit Pit.  However, when viewed in isolation, the proposed schedule for planning, design, and construction of a new south regional maintenance facility can be summarized in the following milestone schedule:

	Date
	Milestone

	4th Qtr 2008
	Completion of due diligence

	
	Consultant selection

	1st Qtr 2009
	Award design contract
(March 1, 2009)

	
	Begin design (30%)
(March 1, 2009)

	2nd Qtr 2009
	Complete ROMP Phase I
(May 27, 2009 or earlier)

	
	

	3rd Qtr 2010
	Acquisition of all final permits

	1st Qtr 2011
	Begin Construction

	3rd Qtr 2012
	Completion of Construction

	4th Qtr 2012
	Move in


Note:  The work of this supplemental appropriation request is shown in bold
A detailed review of the overall schedule indicating the complex interaction between all of the parts is summarized on the attached diagram (Attachment #8).  This schedule is discussed in more detail in the companion legislation related to the purchase and sale of the Summit Pit property (Proposed Ordinance 2008-0516).  
BUDGET
The budget for this supplemental appropriation is summarized in the following table:
	Scope/Description
	$

	30% Preliminary Design                                Project #300808
	

	 Design Consultant
	$   908,000

	King County In-House Staff (ROADS, DDES, FMD)
	$   200,000

	1% for Art
	$     11,000

	Subtotal
	$1,119,000

	Due Diligence Phase II
	

	Completion of Ravensdale Due Diligence
	$   101,000

	Subtotal
	$   101,000

	Subtotal
	$1,220,000

	ROADS Operational Master Plan Phase I      Project #700208
	

	 Consultant Contract (DYE)
	$   125,000

	Public Opinion Survey - ROADS Staff Review
	$     55,000

	Subtotal
	$   180,000

	Total
	$1,400,000


Appropriations for the design of the South Regional Maintenance Facility (project #300808) are are summarized in the following table.  The 2008 appropriations associated with this supplemental request are shown in bold:

	Project
	2008
	2008 SA
	2009
	2010
	2011
	2012
	2013
	Total

	#300808
#700208
	$1.375
	$1.220
$0.180
	$2.734
	$1.409
	$21.909
	$2.440
	$0.360
	$31.251


*Appropriations shown in millions.
A complete financial plan for the South Regional Maintenance Facility (project #300808) for 2008 – 2014 is included in Attachment #9.
2009 Adopted Budget:  In the 2009 Adopted Budget the Council appropriated $2.734 million for the South Regional Maintenance Facility (project #300808) and $0.435 thousand for Property Sale Transaction Costs (project #700209).  Because these projects were proposed to be funded from the proceeds from the sale of Summit Pit, the Council included a proviso restricting expenditures on these projects until the Council approved a purchase and sale agreement for Summit Pit (Proposed Ordinance 2008-0516).  
Four other ROADS CIP maintenance projects proposed to be funded from proceeds from the sale of Summit Pit were not appropriated in the 2009 Adopted Budget as they were not considered to be on the critical path for Summit Pit acquisition. These will need to be resubmitted in 2009 in a supplemental appropriation.
2009 Proposed Projects to be funded from Summit Pit sale proceeds

	Project #
	Project Name
	2009 Requested
	2009 Adopted

	#300808
	South Regional Maintenance Facility
	$2,734,000
	$2,734,000*

	#700209
	Property Sale Transaction Costs
	$435,000
	$435,000*

	#201307
	Skykomish Shop Repairs
	$129,000
	$0

	#400308
	Facility Rehabilitation
	$312,000
	$0

	#400607
	Facility Painting
	$229,000
	$0

	#700108
	Roofing & Energy Efficiencies
	$454,000
	$0


*Council imposed a proviso restricting expenditures until after Council approved purchase and sale agreement for Summit Pit.
According to the design consultant RFP, the total design fee budget is $3.0 million.  This supplemental appropriation represents only a portion of the total amount.  Additional appropriations in the 2008 and 2009 Adopted Budgets are necessary to fund the entire design consultant scope of work.
The revenue to support this supplemental appropriation is based upon the assumed proceeds from the sale of summit pit.  As the revenues from the sale of Summit Pit are unlikely to be realized until the 3rd Qtr. 2011 at the earliest, the interim strategy is to utilize interfund borrowing. 
A summary table showing all ROADS projects with proposed funding from the proceeds of the sale of Summit Pit is included in Attachment #10.  The table illustrates the planned appropriations for the 7-year period from 2008-2014.  According to executive staff a proposal for interfund borrowing will be presented to the Executive Finance Committee for all of the projects shown in the table including the 2008, $1.375 million, Phase I due diligence work which is already completed.
Cash Flow:  The proposed purchase and sale agreement provides the potential opportunity for Roads and Yarrow Bay to collocate at Summit Pit while Ravensdale is being developed.  As a consequence of collocation the payments from the sale of Summit Pit will be phased.  Phased payments have the effect of mitigating some of the interfund borrowing costs that would otherwise occur if the entire payment was postponed until after Ravensdale was occupied and Summit Pit sold.

In order to determine the interest costs for the projects directly related to the relocation of the Summit Pit maintenance operation to Ravensdale staff requested a cash flow analysis limited to just those projects.  The analysis is summarized in the following table:

	PSA Duration Scenario
	Total Revenues
	Total Expenditures
	Total Interest

	Early Closing
	$51 Million
	$36.9 Million*
	($199 Thousand)

	Late Closing
	$55.2 Million
	$36.9 Million*
	$1.5 Million


* Projects included are limited to the South Regional Maintenance Facility, Elk Run buyout, and property sales transaction costs.

As noted earlier RSD has proposed a large number of facility upgrades to be funded from the proceeds of the sale of Summit Pit.  A cash flow analysis of all projects proposed by RSD to be funded by the proceeds from the sale of Summit Pit will be covered as part of the review of the Summit Pit Purchase and Sale Agreement (Proposed Ordinance 2008-0516).
Advantages/Disadvantages:  Adoption of this supplemental appropriation 
Pros:
· Relocation of Summit Pit operations to Ravensdale is consistent with the county’s Annexation policies.

· Relocation to the underutilized Ravensdale site is responsive to the Properties Expert Review Taskforce (PERT) Report in 2001, key findings and concerns:
That King County needed to proactively identify its real estate needs through departmental planning, and identify the highest and best use for each property.
· The collocation and phased payment schedule mitigates some of the interest costs of the project.
· This appropriation allows planning & design of the South Regional Maintenance Facility at Ravensdale to proceed concurrent with the sale of Summit Pit.
· Relocation of Summit Pit operations provides an opportunity to utilize one-time proceeds from the sale of Summit Pit to upgrade maintenance facilities rather than issuing bonds.
Cons:

· There are financial and legal risks to the county should the purchase and sale of Summit Pit fail to materialize.
· Requires out-of-sequence facility planning & design to occur concurrent with development of a ROADS Operational Master Plan in lieu of a sequential process.
· Ravensdale does not replace Summit Pit gravel mining capacity which must be mitigated.
Per King County Code 4.04.075, a fiscal note outlining the fiscal impact of this legislation is required and is attached.

Reasonableness:  Based upon this analysis passage of this Proposed Ordinance 2008-0517 constitutes a reasonable business decision.

INVITED:

· Linda Dougherty, Division Director, Roads Services Division 
· Kathy Brown, Division Director, Facilities Management Division
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