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STAFF REPORT
SUBJECT:


AN ORDINANCE making a supplemental appropriation of $3,277,700 to the public transportation construction fund for the central substation relocation project.

SUMMARY:


Supplemental request due to a high construction bid and planning/design expenditures.
ANALYSIS

Proposed Ordinance 2002-0091 would add approximately $3.3 M to the Central Substation Relocation Project for a total of $11.5 M, shifting the additional amount from several other Transit CIP projects.  The planning and design elements of the project have doubled, and the one viable construction bid received exceeds the budgeted amount by more than $2.5 M. A separate CIP project, the Transit Asset Maintenance Project (TAMP), includes $1.8 M for purchase of new transformers, circuit breakers and other substation equipment.  

The Central Substation has for many years been located in the underground parking area beneath the old Seattle City Light Building, now owned by the Expediters International Corporation.  The substation lease expires April 1, 2003 and the building owners have, in the past, indicated that they were unwilling to enter into another long-term lease. Faced with the need to relocate the substation, the Transit Division proposed an $8.2 M project in its 1997 CIP to remove the substation equipment from the Expediters International Building, and develop a new substation beneath the I-5 overpass at Columbia Street.  As part of the project, the power cables linking the substation to the trolley system will be buried in a trench to be dug along Madison Street.  
Just one viable construction bid was submitted, a fact which the Transit Division attributes to the complexity and uncertainty of the Madison Street trenching element.  Work would have to be done during the night and the trench covered with steel plates each day.  Additional risk is introduced by the fact that the trench would have to be unusually deep (as deep as 17 feet) and, in places, very close to the many underground utility lines in its path down Madison Street.
This appropriation request was considered at the committee’s March 27th meeting with action deferred pending resolution of questions about potential cost savings if the project is re-bid. Following the committee meeting, the Transit Division provided additional background materials to address the re-bid question and explain why the original budget for this project was unrealistically low.

Construction Cost Estimate  The OTAK Engineering firm was hired by the Transit Division to do an initial construction cost estimate and update it as project design proceeded.  Its original estimate of $4.8M was called into question when the only viable bid on the project came in at $5.7M.  The Transit Division then hired another consultant, Vanir Construction Mgmt.,  to reassess the OTAK estimate as a way of determining the reasonableness of the $5.7M construction bid.  Division staff met also with representatives of the sole bidder, Merlino Construction, to explore the basis of its cost estimates. In addition, the OTAK project manager submitted a revised cost estimate of $5.7M. 

The Transit Division now believes that the original estimate was unrealistic and that the $5.7M bid received likely reflects the true cost of constructing the new substation.  The approximately $925,000 difference is attributed to estimating errors in several areas:

· Labor Costs --- Hourly rates for the workers on this project were taken from a standard estimating guide but not adjusted for the prevailing wages, benefits and payroll taxes in the Seattle area.  In addition overtime costs were left out of the initial estimate, thereby  understating labor costs by another 10%.

· Production Rate --- With all the existing utilities beneath the Seattle streets and the need to minimize traffic disruption by working at night, burying the cables from the new substation brings significant risk and higher costs.  Reassessment of the initial estimate assumes a much lower level of production, 24 linear feet per day rather than the 50 linear feet in the initial cost estimate.

· Contingency --- In response to the uncertainties of working beneath Seattle streets, the project contingency has been increased from 5% to 10%.

Based upon this further analysis of the project’s construction costs, the Transit Division no longer supports the position that rebidding the project could produce meaningful savings.

INVITED:

· Rick Walsh, General Manager, Transit Division
· Judy Riley, Chief, Design and Construction Section, Transit Division 
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1. Proposed Ordinance 2002-0091

2. Executive transmittal letter dated February 13, 2002
