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SUBJECT:   
A briefing on the Brightwater cost update. 

SUMMARY:  
Executive staff will brief the committee on the January 2012 Brightwater Cost Update (Attachment 1) regarding current conditions and trends impacting the project.   The committee was recently briefed on construction progress and operations at Brightwater, therefore the project manager may highlight a few developments since then – but will primarily focus on any changes in cost projections to complete the project.   
Since the inception of the Brightwater project, the Department of Natural Resources and Parks Department has prepared eleven cost estimates for the Brightwater project at key milestones.  This regular reporting on the project is intended to inform the King County Council and its committees about trends and conditions that may impact the cost of the Brightwater project.  This most recent report presents the lifetime cost estimate for the project as of January 2012, reviews the project’s scope and accomplishments, explains the cost changes since last year, and describes remaining uncertainties that may impact the project.

This report is typically transmitted coincidentally with the Executive’s proposed sewer rate and capacity charge for the following year.  Because the Brightwater project represents a significant expenditure for new capacity in the system as a part of the 30-year Regional Wastewater Services Plan -- it accordingly has been a significant component of projected expenses that are a part of the capacity charge calculation.  In addition Brightwater costs are carefully monitored and accounted for in the capacity charge and with regard to near-term borrowing and debt service projections.  
As of January 2012, the Brightwater project lifetime cost estimate is $1.860 billion. This represents a $10.7 million (or 0.6 percent) increase over the cost estimate presented in the January 2011 Brightwater Cost Update. When compared to the 2004 baseline budget assuming 5 percent inflation, this represents a $70 million increase.   Almost 94 percent of the overall Brightwater project budget had been expended by the close of 2011. This figure represents 97.3 percent of the treatment plant budget and 91.1 percent of the conveyance budget.

Litigation related to delays in completing the Central conveyance tunnels is underway. The King County Superior Court lawsuit, King County v. Vinci Construction Grands Projets, Frontier Kemper, Parsons, Travelers et al. (VPFK) addresses the County's affirmative claims for the cost of completion of the BT-3 portion of the Central Tunnel contract and the cost of the impact of the Central Tunnel delay on the entire Brightwater project. VPFK's claims against the County are counterclaims in the lawsuit. A trial date is set for September 4, 2012. 

Because of the litigation, the current lifetime cost estimate for the Brightwater project as shown in Table 2 of the report does not reflect disputed costs associated with the Central Tunnel construction delays, which are discussed in the section titled “Uncertainties Potentially Affecting Costs.” 

Accomplishments in 2011 and 2012 Activities

The Wastewater Treatment Division of the Department of Natural Resources and Parks and its consultants and contractors neared completion of the Brightwater project in 2011, as highlighted by the following accomplishments: 

· Completed mining of the Brightwater conveyance tunnels on August 16, 2011, when the former West Tunnel boring machine broke through to the already completed section of the BT-3 tunnel

· Began operating the Brightwater Treatment Plant on September 6, 2011, with treated effluent being routed to the South Treatment Plant for discharge into Puget Sound until the Brightwater conveyance system is completed 

· Held the grand opening of the Brightwater Treatment Plant and the Environmental Education and Community Center on September 24, 2011.

Work continues in 2012 on installing the tunnel linings within the conveyance system as well as constructing the odor control facilities and a sampling structure along the conveyance route. King County expects to begin operating the conveyance system and outfall in September 2012, allowing the full commissioning of the Brightwater system.

ATTACHMENTS:   
1. Brightwater Cost Update: Current Conditions and Trends, dated January 2012
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