[image: image2.png]u

King County




Government Accountability and Oversight Committee
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	June 15, 2010


SUBJECT:   A MOTION accepting a report by the wastewater treatment division in the department of natural resources and parks regarding an analysis and verification of projected operating costs for the Brightwater Treatment System, as required in the 2010 Budget Ordinance, Ordinance 16717, Section 105, Proviso 2.

SUMMARY:   The Government Accountability and Oversight Committee received a briefing on the report and analysis of alternatives for commissioning the Brightwater Treatment Plant prior to final completion of the conveyance system.  The report was required in the 2010 Budget Ordinance.  Proposed Motion 2010-0275 approves the Wastewater Treatment Division’s Proviso response describing its analysis.  

As noted in the May briefing, Wastewater Treatment Division staff prepared a report in collaboration with the Brightwater oversight management consultant and the King County auditor’s office capital project oversight program outlining the operating costs for the Brightwater Treatment System, including alternatives to mitigate schedule delays and costs and, to identify potential opportunities to maximize operational savings, for the commissioning of the Brightwater Treatment System.  While the report contains four alternatives, it contains no specific recommended alternative.  Instead, the report identifies a series of key dates where the county will have to make decisions to move forward with a commissioning plan.  This motion accepts the plan as required by the proviso.
2010 COUNCIL PRIORITIES:

The legislation accepting the report documenting the analysis and verification of projected operating costs and analysis of alternative for commission of the Brightwater Treatment Plant furthers the Council’s Environmental Sustainability Priority by providing analysis regarding the completion of the Brightwater project with will protect public health and the region’s waters.   This legislation specifically satisfies Strategy 7.02 “Provide for sufficient wastewater treatment and conveyance capacity in order to make an investment in the region that prepares for economic growth”.
BACKGROUND:

King County is building a new wastewater treatment system called Brightwater.  The Brightwater system will include a treatment plant to provide secondary treatment of wastewater, tunnels and a pump station to carry wastewater, treated effluent and reclaimed water, and a marine outfall to discharge effluent to the Puget Sound.  The project also includes extensive odor control facilities and site mitigation.  King County’s Wastewater Treatment Division (WTD) of the Department of Natural Resources and Parks is responsible for the management of the construction of the Brightwater project and will operate the new system for the county.   
Brightwater was planned to have coordinated construction and commissioning of the two separate, but dependant facilities--the Wastewater Treatment Plant and the Conveyance System. The treatment plant is being constructed under two general construction contracts.  One contract is for the “Liquids” systems and the other is for the plant’s “Solids” systems. The Conveyance System is being constructed through contracts for four tunnel segments (BT-1 through BT-4), one Marine Outfall contract, and one Influent Pump Station contract. Additionally, the Conveyance System includes several smaller contracts for reclaimed water distribution and pump station upgrades. 

According to WTD, the construction efforts associated with the Plant are currently on schedule to achieve “Substantial Completion” (defined by the contracts as contractor completion of facility construction including the successful completion of clean water testing and being ready for commissioning with wastewater) in February 2011 and allow for the county to “commission” the system in August 2011. “Commissioning” is defined as testing the systems in the plant operational performance using clean and wastewater.  The Plant Liquids and Solids contracts specify that the process operate for a continuous 30-day period without any shutdowns attributable to the contractor.  Although the process is operated by WTD staff, the contractor must have a presence and correct problems.  Most elements of the Conveyance System, with the exception of the central tunnels (BT-2 and BT-3), are either complete (the Marine Outfall) or on schedule to be complete without impacting the scheduled commissioning of the Plant.  Nevertheless, the delays in completing the central tunnel will impact the startup plans for the entire project. 

Emergency Proclamation and New Contract for the BT-3 Tunnel.  On February 18, 2010, the executive issued a determination of emergency relating to the completion of the BT-3 Brightwater Tunnel, which was being constructed by Vinci/Parsons/RCI/Frontier-Kemper JV (“VPFK”).  In his letter transmitting that determination to the Council, the executive expressed his concern that VPFK would not be able to complete that tunnel in a timely manner.  

Based on information from VPFK, they would not be able to complete mining of BT-3 until at least December 2012, 40 months behind schedule. The executive determined that this significant delay to the tunnel’s completion would result in “an immediate risk to public health and safety and the environment, impact the usefulness of a public facility (the Brightwater treatment plant) and could result in a financial loss to the county …” thereby constituting an emergency under the terms of county code.   In addition, the Executive issued a waiver to the county’s procurement requirements for any further contracting to complete the BT-3 tunnel.  The council approved the waiver of procurement requirements on March 15, 2010, with the approval of Motion 13188.

The county determined that the contractor of the BT-4 Tunnel (on which mining had been substantially completed) would be able to continue mining beyond the end of BT-4 to complete the remaining mining of the BT-3 tunnel.  WTD has executed a change order with the contractor doing the work on BT-4 on March 8, 2010.  Under a change order and a new contract, the county will increase the contract price to address the contractor's extra costs to suspend mining on BT-4, perform additional analyses for completing work on BT-3, and proceed with mining on the BT-3 tunnel at the soonest possible time.  The new schedule would have the contractor begin mining by September 30, 2010, and complete the tunnel by December 2011 (this is an estimated completion date that could slip).

Due to the delay of the central tunnel work, the division initiated a design modification to the Influent Pumping Station (IPS) which changed the construction sequencing to allow for the separation of work between the IPS and central tunnel contract.  This modification was initiated because it allows piping to be installed for the IPS to re-circulate clean water to and from the Plant, and to pump sewage to the Plant prior to completion of the Central Tunnel.  The IPS is scheduled to be available to re-circulate clean water to the Plant by May 2011.  From May 2011 through August 2011, a 90-day test period is built into the schedule for recirculation of water from the IPS to the Plant.  Once the recirculation testing is complete in August 2011, wastewater can be pumped to the Plant to start the commissioning period without the completion of the conveyance system.

Proviso Response
Recognizing that problems with the conveyance system, especially the delays in completing the central tunnels, could delay the completion of the project, the council requested an evaluation of alternatives for the commissioning of the Brightwater Plant and the Brightwater system.  A proviso in the 2010 Budget Ordinance required:

A. Of this appropriation, $100,000 may not be expended or encumbered until the executive has collaborated with the Brightwater Oversight Management Consultant and the King County auditor's office capital projects oversight program and submitted a report for council acceptance by motion, regarding: (1) an analysis and verification that  the wastewater treatment division's projected, as of December 31, 2009, operating costs for the Brightwater Treatment System are reasonable: (a) during the early  post-commissioning phase when Brightwater effluent will be conveyed to other treatment plants for discharge; and (b) when fully operational and discharging effluent via the Brightwater conveyance system. If any portion of the wastewater treatment division's projected operating costs are not reasonable, then the report should indicate what elements should be adjusted and provide a reasonable estimate for those elements; and (2) building on the verified and, if necessary, adjusted estimate of operating costs for the Brightwater treatment system developed under item (1) of this Subsection A. of this proviso, the results of the collaborative efforts in developing potentials to maximize operational savings before and during the commissioning of the Brightwater treatment system. The report and motion shall be transmitted by April 2, 2010. 

B. For the verification of wastewater treatment division projected operational costs analysis, the report shall examine, but not be limited to, the following: (1) a breakdown of the anticipated operating expenses associated with the early postcommissioning period and a breakdown of operating expenses when fully operational; (2) startup plans and necessary staffing; and (3) anticipated consultants or other resources that will be needed and the costs associated. Based on the verification of wastewater treatment division projected operational costs analysis, the report shall also specifically identify options for reducing operating costs and make recommendations for a cost-effective startup; as well as development of opportunities for operational savings.

As noted above, the Brightwater Treatment Plant will be operational before the completion of the conveyance system.  Currently, construction of the Plant is on schedule for completion in February 2011 with wastewater treatment commissioning to begin in August 2011.  Even with a new tunnel contractor, the earliest the conveyance system will be ready is December 2012.  As a result of the differing completion dates, the Wastewater Treatment Division completed their review of various alternatives for commissioning the Plant and the operating costs for each in response to the council’s proviso.  The report in response to the proviso—“Commissioning Alternatives, Brightwater Wastewater Treatment Plant”--is attached as Attachment A to this Motion (See Attachment 3).  
The report lists and discusses the division’s alternatives for completing commissioning and addresses the councils concerns related to whether proposed operating costs are reasonable and how will these alternatives affect sewer rates?   The alternatives are discussed in detail and are presented in terms of overall costs, including capital and operating, as well as sewer rate considerations.  However, due to timing of the county’s rate setting schedule, any potential operating savings may not be reflected in the current sewer rate under consideration by the Council.  Nevertheless, the division estimates that the impact of any of these alternatives would have a very minimal impact on future sewer rates.
The report outlines four contracting and commissioning alternatives in order to assess the costs and risks of a commissioning delay.  The advantages and disadvantages of these alternatives are discussed along with potential risks.  The report also addresses the optimization of flows, and mitigation of capital and operating cost increases to the project, and includes estimated annual operating and capital cost for each of the four alternatives.  Nevertheless, the division did not select an alternative at this time but outlines the timeframes for when decisions need to be made on the potential contracting and commissioning alternatives.  The decision timeframes are based on the progress (or lack thereof) of the central tunnels.  Until the division can assess a realistic completion date for the conveyance system, they indicate that it is premature to choose an alternative.  The four alternatives identified in the report are:
	Alternative
	Primary Considerations

	Alternative 1, Extend Liquids and Solids Contracts – King County  and Contractors Perform Commissioning
	· Optimizes commissioning phase by maintaining contractor involvement during commissioning

· Least risk

	Alternative 2, Do Not Extend Liquids and Solids Contract – King County Performs Commissioning without Contractor Assistance
	· Eliminates contractor assistance during commissioning

· Increased risk

	Alternative 3, Do Not Extend Liquids and Solids Contract - Delay Commissioning until Conveyance is Complete – King County Performs Commissioning
	· Eliminates contractor assistance during commissioning

· Interim maintenance plan required

· Most risk

	Alternative 4, Extend Liquids and Solids Contracts, Place Plant on Standby once Commissioning is Complete. King County Restarts Plant
	· Maintains contractor involvement in commissioning

· Requires complete facility de-commissioning and re-commissioning

· Higher risk compared to Alternative 1, but lower risk compared to Alternative 2 & 3


The division has identified the following key dates for choosing the appropriate alternative for commissioning.  These dates take into account when more information will be known about the status of the Conveyance System completion.

1. September 2010--Decide whether to commission the Plant beginning in August 2011, at a later date, or when the Conveyance System is completed.  The timing of this decision is established by the progress in completion of the section of tunnel between the Influent Pump Station (IPS) and the North Kenmore Portal (BT-2).  If BT-2 falls farther behind schedule, it affects the schedule for installation of piping at the IPS which will be used for sewage recirculation. This piping is necessary for the early commissioning Alternatives 1, 2, and 4 to proceed.

2. October 2010--Decide if contract extensions will be negotiated with the Plant contactors to support commissioning, or if the county commissions the Plant without the contractors present. The timing of this decision is established by the need to amend the Plant construction contracts.

3. November 2011 (If commissioning is to occur in 2011)--Decide whether to place the Plant in standby mode after commissioning.  It is not necessary to make this decision until the schedule for conveyance completion is more certain and the progress in achieving commissioning objectives is known.

According to the division’s report, these alternatives have differing profiles of operating costs and capital costs, as well as different amounts and types of risk.  WTD estimated these factors for three potential completion dates.  The following table shows these estimates:

Summary of Estimated Annual Operating and Capital Cost 
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Capital Cost

Total Cost

Amount

Level

(Million$)

(Million$)

(Million$)

(Million$)

Alternative 1, Extend Liquids and 

Solids Contracts – King County  and 

Contractors Perform Commissioning

$23.7

$8.4

$32.0

$2.8

Low

Alternative 2, Do Not Extend Liquids 

and Solids Contract – King County 

Performs Commissioning without 

Contractor Assistance

$23.7

$8.6

$32.2

$6.0

Medium-

High

Alternative 3, Do Not Extend Liquids 

and Solids Contract - Delay 

Commissioning until Conveyance is 

Complete – King County Performs 

Commissioning

$18.4

$10.7

$29.1

$8.1

High

Alternative 4, Extend Liquids and 

Solids Contracts, Place Plant on 

Standby once Commissioning is 

Complete. King County Restarts Plant

$21.7

$8.3

$30.0

$3.6

Medium

Outcomes

System Completion October 2012

Risk Exposure


ANALYSIS

The executive is not recommending a specific alternative at this time.  Instead, a series of decision points exist that will result in direction by the fall of 2010.  The proviso response does, however, present the costs and risks of future alternatives to address outcomes under a wide range of central tunnel delay scenarios.  As a consequence, the report appears to address the proviso requirement and can be accepted by the committee.

The scheduled progress of the central tunnels is a critical element in the sequence of activities necessary to begin pumping of sewage to the Plant in advance of system completion.  If the tunnels are delayed, it will complicate construction sequencing and the installation of piping at the IPS to provide for pumping of sewage to the Plant.  This is a critical milestone necessary to maintain the startup of wastewater treatment at the Plant in August 2011.  Furthermore, if the division chooses to move forward with negotiating extensions to the Liquids and Solids contracts to facilitate commissioning in 2011, negotiations with each contractor should be initiated in October 2010 to allow for contract extensions to be in place prior to Plant substantial completion in February 2011.  Staff will continue to monitor progress closely.  
ATTACHMENTS:  

1. Proposed Motion 2010-0275
2. Transmittal letter for Proposed Motion 2010-0275
3. Report “Commissioning Alternatives, Brightwater Wastewater Treatment Facility,” March 2010
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