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STAFF REPORT
SUBJECT:
A BRIEFING providing the quarterly report on the Brightwater project from R. W. Beck, Inc., the project’s Oversight Monitoring Consultant.

BACKGROUND:
R.W. Beck was hired on March 14, 2005 as the county’s independent Oversight Management Consultant for the Brightwater project in accordance with a proviso contained in the 2005 adopted budget.  The proviso required, in part, that the Oversight Monitoring Consultant make quarterly presentations on the status of the Brightwater project to the budget and fiscal management committee or the regional water quality committee. 

In August 2005, the Budget and Fiscal Management (BFM) Committee was introduced to Beck and heard its Project Overview Report.  In that report, Beck provided its expert opinion and recommendations on project management as well as on the baseline budget for the project.  Beck provided its first quarterly report to the BFM Committee on September 28, 2005.  Due mostly to time constraints for the committee, there has not been a quarterly report since September.
THE BRIGHTWATER PROJECT:

Scope:  This project consists of the siting, planning, permitting and construction of a wastewater treatment plant in southern Snohomish County and the associated conveyance facilities primarily in King County. The project includes a 36 million-gallon-per-day wastewater treatment plant, pipelines and pumps to carry wastewater to and from the treatment plant, and a marine outfall to discharge treated wastewater from the plant into Puget Sound.
Schedule:  The project is scheduled to be completed in 2010, though the division is looking at the potential for extending construction to 2012.

BUDGET:  On August 29, 2005, the Council approved a baseline lifetime budget for the Brightwater project of $1.48 billion in 2004 dollars (Motion 12189).  The baseline budget also estimated the total lifetime cost of the project assuming inflation at a rate of 3% and at a rate of 5%.  The resulting cost estimates are in the following table:

Table 1

Brightwater Project Cost Trends

	Final EIS Estimate

11/03
	Predesign Estimate*

10/04
	Difference
	Inflation & Market Conditions
	Total Cost Assuming 3% Inflation**
	Total Cost Assuming 5% Inflation**

	$1.349 Billion
	$1.483

Billion
	$133.7

Million
	$126.5

million
	$1.660

Billion
	$1.789

Billion


*Predesign Estimate excludes future inflation

**Projected future costs by WTD are rough order of magnitude based on a range of possible inflation outcomes.
The Wastewater Treatment Division recently announced that a cost trend analysis in December 2005 showed an increase in the cost estimate for the project of 9.3%.  The current cost estimate for the project totals $1.62 billion (excluding future inflation).  

The increase in cost is due to inflation (particularly of commodities, labor and construction market conditions), the mitigation agreement with Snohomish County, and “refinements to the design, scope and materials pricing”.  These increases are offset by a decrease in the conveyance work of about $37 million and about $1.4 million less in land costs than originally estimated.
OVERSIGHT MONITORING CONSULTANT REVIEW:  
The first part of the OMC report goes through the risks and recommendations identified in the first report and provides observations and identifies actions taken.  Some highlights include:
· The first report expressed concern about the how much the construction cost estimate at 30% design relied on allowances.  This report states that the risk from relying on allowances has been reduced now that the project is at 60% design, but it has not been eliminated.

· R.W. Beck noted that a hearing on the appeal by Snohomish County of King County’s supplemental environmental impact statement is anticipated in the near future and that the outcome could impact cost and project schedule.  In the new report, Beck notes that the recent settlement with Snohomish County has reduced uncertainty about mitigation and permitting, but at an additional cost for mitigation of $50 million above the $88 million originally budgeted for mitigation.

· Beck identified a concern in the first report about potential duplication of effort between the GC/CM and the construction manager for the treatment plant.  In the current report, Beck notes that roles and responsibilities are being defined in more detail in construction staffing plans.  Beck will evaluate these staffing plans once completed to validate whether areas of potential overlap have been sufficiently addressed.
· Beck recommended that the final GC/CM contract on the project should include specific requirements to enhance subcontractor bidding.  This will be an ongoing issue that Beck will monitor over time.

R.W. Beck will be providing analysis on the recent cost trends provided by the Wastewater Treatment Division and whether the increase is within industry norms.  The report also will provide Beck’s analysis on the GC/CM structure in this particular contract and representatives of R.W. Beck will be available to answer committee members’ questions.
INVITED:

· Bob Bingham, R.W. Beck, Inc.

· Phil Helmes, R. W. Beck, Inc. 
· Pat Marchese, R. W. Beck, Inc.
· Christie True, Wastewater Treatment Division

· Pete Letourneau, Wastewater Treatment Division
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