Appendix A

Delegation of Authority for
WSDOT Chief Financial Officer to Certify Financial Plans

SR 99 Alaskan Way Viaduct Replacement Project Appendices for FHWA Initial Financial Plan, August 2011 Page 1



A
v, ’ Washington State .

Department of Transportatlon 3 Transportation Building ,
Paula J. Hammond, P.E.. . 310 Maple Park Avénue S. E o
. Secretary of Transportation e P.O. Box 47300. . .?~
. . : o . Olympia, WA 98504- 7300
360-705-7000

TTY: 1-800-833-6388
www.wsdot.wa.gov

May 19, 2009

. 1, Paula J. Hammond, Secretary of the Department of Transportation of the state of
‘Washington, imder the powers granted to me by Title 47 RCW, do hereby delegate my
powers, functions, obligations, and duties as Chief Executive Officer with respect to U.S. -
Department of Transportation related Financial Plans and Annual Reports to Chief Financial

_ Officer and Assistant Secretary of Strategic Planning and Flnance Amy Arnis.

This delegation applies to certification and subm1tta1 of F1nanc1al Plans and Annual Reporcs to - -
the.U.S. Department of Transpoﬂatmn ‘ ‘ R

Nothing in the foregoing delegatlon shall limit my nght or the nght of the Chlef F1nanc1a1
Officer, Amy Arnis, to take the foregomg actions in our own names. : :

aula . Hammond, P.E.
Secretary of Transportation
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Washington State
'7’ Department of Transportation Secretary’s Executive Order

Number: E 1053.01

Signature on file May 11, 2011

Paula J. Hammond, P.E. Date
Secretary of Transportation

Project Risk Management and Risk-Based Estimating

l. Introduction

A.

Purpose

The Washington State Department of Transportation (WSDOT) is committed to
comprehensive project risk management as an integral part of project management.
This Secretary’s Executive Order formalizes our continuing commitment to identify,
share, and manage risks across organizations and functions. This commitment to project
risk management also supports WSDOT’s efforts and directions provided in Secretary’s
Executive Order E 1038.00 Enterprise Risk Management and Secretary’s Executive
Order E 1032.01 Project Management.

This Secretary’s Executive Order directs employees to apply consistency statewide in
the use of project risk management and risk-based estimating for all phases of all
WSDOT projects. The project estimate and project risk management plan are
developed during the project definition phase and are updated and actively managed
through the design and construction phases.

WSDOT has developed tools and methods to identify risks and uncertainties associated
with projects and to express cost and schedule estimates as a range, rather than a
single estimate.

Our ability to realistically determine a range for both project cost and schedule
estimates is directly related to the public’s confidence in our ability to estimate and
manage costs for large public projects.

Supersession

This Secretary’s Executive Order supersedes and replaces the prior version with the
same title dated December 10, 2008. All references to the superseded E 1053.00 now
reference E 1053.01.

What Has Changed

Direction is re-worded to be more concise and clear. Direction to employees
remains the same.
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Il. Secretary’s Executive Order

Employees that manage projects are directed to actively manage project risks. Risk-based
estimating workshops must be conducted for all projects over $10 million total for
preliminary engineering, right of way, and construction. These workshops are a part of
project risk management and aid in more informed decision making to help project
managers control scope, cost, schedule, and manage risks.

The following table provides the minimum risk management process required based on
project size. Project managers may choose to use a higher level process than required.

Project Size
(M = million)

Minimum Risk Management Process Required1

$10 M or less Qualitative Spreadsheet in the Project Management Online Guide

$10 M to $25 M

Informal workshop using the Risk-Based Estimating
Self-Modeling Spreadsheet

$25 M to $100 M Cost Risk Assessment (CRA) Workshop®

$100 M or more Cost Estimate Validation Process (CEVP®) Workshop3

'In some cases it is acceptable to combine the value engineering study and the risk-based
estimating workshop.

2 An informal risk-based estimating workshop engages the project team and internal subject
matter experts. The analysis is done using the Risk-Based Estimating Self-Modeling
Spreadsheet and the results are reviewed by the Strategic Analysis and Estimating Office.

3Projects $25 million and over should use the informal risk-based estimating workshop in
the scoping phase, followed up by the more formal CRA or CEVP® process during the
design phase.

lll. Information to Carry Out This Secretary’s Executive Order

The following required responsibilities are established.

A. Executives and Managers

Executives and managers are required to:

l.
2.

Promote and express support for active project risk management.

Direct and support project managers to develop project risk management
knowledge, skills, and abilities required to deliver capital transportation projects.

Require project managers to keep project management plans, including the project
risk management plan and risk-based estimates, current and consistent with this
Secretary's Executive Order.

Require project managers to be prepared to discuss and/or present the project risk
management plan and estimate at quarterly project report meetings and executive
oversight committee meetings on request.
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B. Project Managers
Project managers are required to:

1. Proactively manage projects to reduce threats and maximize opportunities and
control project costs and schedules. This includes:

a. Allocation of appropriate resources to perform project risk-based estimating in
support of project risk management.

b. Use project management best practices as identified in the Project Management
Online Guide.

c. Incorporate quality assurance and quality control (QA/QC) for project
development activities including project cost and schedule estimating and
risk management.

c. Follow requirements provided in the Plans Preparation Manual M 22-31 and
other related manuals, guidance, and directional documents.

d. Review and update the project risk management plan, project schedule, basis of
estimate, and project estimate.

e. Document significant new risks as they are identified and communicate them to
senior management and executives.

g. Follow up on the effectiveness of risk response actions.

2. Keep projects within the intended scope to address identified project need
or deficiency.

3. Use the appropriate level of risk analysis for projects based on the table provided in
this document.

4. Incorporate project risk management activities into the project schedule.

C. Specialty Groups
Specialty group members are required to:

1. Participate in risk identification and provide the project manager with a
schedule and estimate for the planned actions in response to identified risks for
assigned projects.

2. Document and communicate new risks as they are identified to the project manager
and project team.
D. Headquarters Design Office and Construction Office Staff
The Headquarters Design Office and Construction Office staff members are required to:

1. Review the project management plan, which includes the project risk management
plan, as part of the annual process of reviews for preconstruction and construction
documents.

2. Identify prominent risks and recurrent risks seen across projects. Evaluate potential
changes in policy or procedures to address these risks.
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E. Strategic Analysis and Estimating Office Staff
Strategic Analysis and Estimating Office staff members are required to:

1. Provide support and training on developing and maintaining risk-based estimates
and project risk management plans.

2. Assist with questions on how to implement this Secretary’s Executive Order.

3. Review the results of informal and formal workshops.

IV. Contact for More Information

For more information about this Secretary’s Executive Order, please contact the Cost Risk
Estimating Management Office at 360-705-7457.

V. References
¢ Secretary’s Executive Order E 1038 Enterprise Risk Management
wwwi.wsdot.wa.gov/publications/policies/fulltext/1038.pdf

* Secretary’s Executive Order E 1032 Project Management
wwwi.wsdot.wa.gov/publications/policies/fulltext/1032.pdf

¢ Instructional Letter IL 4071 Inflation and Market Conditions Applied to Base Estimates
wwwi.wsdot.wa.gov/publications/policies/fulltext/4071.pdf

* Plans Preparation Manual M 22-31
www.wsdot.wa.gov/publications/manuals/m22-31.htm

* Project Delivery Memo 07-01 Cost Estimating Guidance
www.wsdot.wa.gov/design/projectdev/memos.htm

* Strategic Analysis and Estimating Office website
www.wsdot.wa.gov/design/saco/

VI. Review and Update Requirements

When changes are necessary to update this document, please inform the Assistant Secretary
of Engineering and Regional Operations.

The Assistant Secretary of Engineering and Regional Operations periodically reviews this
document and proposes updates to the Secretary of Transportation for approval.

Americans with Disabilities Act (ADA) Information

Materials can be provided in alternative formats by calling the ADA Compliance Manager at
360-705-7097. Persons who are deaf or hard of hearing may contact that number via the
Washington Relay Service at 7-1-1.
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Appendix C
WSDOT Project Delivery Memorandum 07-01, “Project Cost

Estimate Creation, Update, Review and Approval Procedures,”
July 1, 2008
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'T’ ‘I‘)v::::?rgl?&itfa'lt'l?ansportation
Project Cost Estimate Creation, Update, Review and
Approval Procedures

Effective Date: July 1, 2008

Status: Revision 0

Supersedes: NA

Document Owner: Director, Environmental and Engineering Programs

1. Scope

This procedure applies to the creation, review, update and approval of planning,
scoping, design and construction project cost estimates. This procedure is a
complement to the Project Cost Estimate Creation, Update, Review and Approval
Process Map.

2. Purpose

This document establishes a WSDOT standard methodology for the creation, review,
updates and management of project cost estimates.

3. Roles and Responsibilities

The identified roles are provided as a guide to assigning the tasks included in the PMRS
processes and procedures. Each region has the flexibility to delegate the role of Project
Manager (and other functions) to the appropriate functional level to meet project and

project office needs and to accommodate current and planned organizational structures.

Estimates are traditionally developed at WSDOT in project offices under the
supervision of a Project Engineer or Project Manager. The regions provide estimating
expertise, creation, support and review functions. Headquarters provides expertise,
review and policy development for estimating.

3.1 Project Engineer/Manager

Request development of cost estimate.

Initiates and requests estimate updates.

Sets schedule for estimate updates (quarterly at a minimum).
Reviews estimates prepared by Estimators.

Participates in determining risk and determining cost range.
Determines communication approach.

Endorses estimates and obtains management approval.
Initiates Change Management Process as necessary.

3.2  Estimators (design team, scoping team, or estimating group)

Page 1 of 6
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Project Cost Estimate Creation, Update, Review and Approval Procedures
July 1, 2008

® Develops estimates based upon project information and schedule as
requested by Project Engineer/Manager.

Determines estimate basis.

Prepares base estimate.

Documents basis of estimate, assumptions and risk.

Participates in estimate review and bid reviews.

Participates in determining risk and determining cost range.
Reviews and updates estimates.

3.3  Regional Management
® Application of inflation to project cost estimates.
e Establishment of estimate communication approach.
e Approval of final project cost estimates.

4. Project Estimate Creation, Update, Review and Approval
Process Steps

The following process steps are taken from the Project Estimate Creation, Update,
Review and Approval Process Map. The sub-numbers listed below correspond to the
numbered activity on the process map. For example, item 4.1 corresponds to activity 1
of the process map.

This process was developed from the WSDOT Cost Estimating Guidelines. These
guidelines are available on line and are referenced by Project Delivery Memo #07-01.
Please refer to the Cost Estimating Guidelines for more detailed information on cost
estimating.

4.1 Request Cost Estimate or Update
® Project Engineer/Manager plans for and requests an estimate or update.
® Project Engineer/Manager provides an expected date of estimate
delivery.

4.2 Determine Estimate Basis

¢ For a more complete description of this activity please refer to WSDOT
Cost Estimating Guidelines.

e Estimator receives the request, gathers scope, schedule information, and
project documents which can be based on planning description, scoping
documents, preliminary plans or final plans and specifications.

e Estimator determines which specialty groups are required for this
estimate and contacts them for required information.

e [f necessary estimator visits the site with appropriate personnel
(designer, maintenance, RES or others) to determine unique project
characteristics or conditions.

¢ If information is insufficient, request additional information or
clarification from Project Engineer/Manager (box 3).

Page 2 of 6
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Project Cost Estimate Creation, Update, Review and Approval Procedures
July 1, 2008

e Estimator organizes the documents, data and other information that
describe project scope into the project estimate file.

e Estimator determines applicable estimating technique(s) for various
parts of the estimate per WSDOT Cost Estimating Guidelines.

e Estimate basis and assumptions are documented.

e Estimator communicates to Project Engineer/Manager schedule for
estimate process.

4.3  Sufficient Information
e Estimator determines if there is sufficient information to produce an
estimate.
e [f not, Estimator requests additional information from Project
Engineer/Manager (box 3a).

4.4  Prepare Base Estimate
e (osts are estimated using appropriate techniques and project information
® Base cost estimate is summarized to include all costs (PE, ROW, CN
(including CE), etc) in current year dollars.
® Project estimate file is updated with this information.

4.5 Review Base Estimate

¢ Estimator and Project Engineer/Manager determine the level of estimate
review required (internal, region, HQ, external (independent).

e Estimator and Project Engineer/Manager and appropriate others review
the base estimate.

® Review process covers: estimate basis and assumptions, verifies
completeness of scope, schedule, appropriate use of estimate
information and data and estimate documentation package.

e (Current estimate is reconciled with previous estimate(s) and differences
explained.

e Estimate package is prepared with revised estimate.

® Project estimate file is updated with this information.

4.6 Resolve Review Comments
® Project Engineer/Manager and Estimator work together to resolve
review comments.
e Parts of the estimate may have to be redone to resolve comments.
All revisions should be clearly documented and made a part of the
estimate file.

4.7 s Risk Based Estimate, CRA or CEVP Needed?
® Project Engineer/Manager decides if risk based estimating is appropriate
for the project.

® Project Engineer/Manager determines level of risk analysis required per
WSDOT policy for Cost Risk Assessment.

Page 3 of 6
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Project Cost Estimate Creation, Update, Review and Approval Procedures
July 1, 2008

e [f CRA or CEVP is required, PE/PM contacts Strategic Analysis and
Estimating Office to schedule workshop.

4.8 Determine Risk and Determine Cost Range

e Estimator and Project Engineer/Manager determine the level of risk
analysis required (CEVP, CRA, Self Modeling Spread Sheet, other) per
WSDOT policy.

e If no risk based estimating is done, then contingency amounts are set per
Plans Preparation Manual.

e Risks are identified.

e Risk analysis is preformed and the cost impact(s) of project risks is
added to the base cost to derive a total project cost range.

® Project Engineer/Manager develops and implements a risk management
plan for project.

¢ Risk management plan is added or updated to the estimate package and
the Project Management Plan.

4.9  Apply Contingency per Plans Prep Manual and Cost Estimating
Guidance for WSDOT Projects (M 3034.00)
® Project Engineer/Manager applies contingency per Plans Prep Manual.

4.10 Final Estimate and Cash Flow Estimate by Year
e Estimate document package is complete.
e All costs to complete the project are included (PE, ROW, CN (includes
CE)).
e All costs are in current year dollars.

4.11 Assemble Approval Package
® Project Engineer/Manager staff and estimator assembles approval
package.

4.12 PE/PM Endorsement
® Project Engineer/Manager endorses estimate.
* Submit estimate to Regional Management for application for inflation.

4.13 Program Management Application of Inflation
e Estimate is submitted to Region Program Management for application of
inflation.
® Program Management returns estimate in Year of Expenditure to PE/PM
for use.

4.14 Determine Estimate Communication Approach
® Regional Management determines stakeholder needs for project cost
information.

Page 4 of 6
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Project Cost Estimate Creation, Update, Review and Approval Procedures
July 1, 2008

e Appropriate methods to communicate project scope, cost and risks are
developed.
e Estimate communication package is prepared for approval.

4.15 Regional Approval
* Project Engineer/Manager provides complete estimate package
(estimate, risk analysis, risk management plan, estimate communication
plan) to appropriate management for approval.
¢ Following approval, estimate information is released and official
estimate is entered into reporting system.

4.16 Determine if Change Management is Needed
¢ Project Engineer/Manager determines if change management is needed
per Project Control and Reporting Manual Appendix C.
e [f change management is needed, the Project Engineer/Manager
provides information for the change management process.

417 Change Management Process
¢ Project Engineer/Manager initiates the Agreement or Contract Change
Management Process as appropriate.

4.18 Change Approved?
® If change is approved, the estimate becomes the official WSDOT
estimate.
e [f change is not approved, the package is returned to the PE/PM for
scope assessment.

4.19 PE/PM Scope Assessment
® Project Engineer/Manager evaluates scope, schedule and budget.
e After changes are made, PE/PM will submit the new package to
estimating (box 1 of this process).

4.20 New Estimate Identified as Official WSDOT Project Estimate

5. Term

This standard is effective immediately upon signature and continues in force until
modified in writing by the Director, Environmental and Engineering Programs, or
his/her designee.

6. Exemptions

Variance from this procedure requires approval of the Director, Environmental and
Engineering Programs, or his/her designee.

Page 5 of 6
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Project Cost Estimate Creation, Update, Review and Approval Procedures
July 1, 2008

7. References

71 Executive Order Number: E 1032.01 — Project Management, date

7.2  Executive Order Number: E 1042.00 — Project Management and
Reporting System, date

7.3  Project Management Web Portal. Copies of all PMRS policies,
procedures and guidance documents are available here: web
address

7.4  Project Cost Estimate Creation, Update, Review and Approval
Process Map

7.5 Plans Prep Manual

7.6 Cost Estimating Guidance for WSDOT Projects (M 3034.00)
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Risk Management,” September 4, 2007
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AR

'7'- Washington State . . .
’ Department of Transportation Publications Transmittal
Transmittal Number Date
PT 07-061 September 4, 2007
E-mail Distribution: Director, Equal Opportunity Office
Commission Administrator Director, Freight Systems Division
Secretary of Transportation Director, Governmental Relations
Chief of Staff Director, Highways and Local Programs
Assistant Secretary, Eng. and Reg. Operations Director, Internal Audit Office
Assistant Secretary, Finance and Administration Director, Maintenance and Operations Programs
Assistant Secretary, Washington State Ferries Director, Office of Human Resources
Administrator, Eastern Region Director, Office of Information Technology
Administrator, North Central Region Director, Project Control and Reporting
Administrator, Northwest Region Director, Research
Administrator, Olympic Region Director, Strategic Planning and Programming
Administrator, South Central Region Director, Public Transportation Division
Administrator, Southwest Region Director, Public-Private Partnerships
Administrator, Urban Corridors Director, State Rail and Marine
Director, Accountability and Financial Services Ombudsman
Director, Administrative Services Planner, Continuity of Operations
Director, Aviation Division Senior Assistant Attorney General
Director, Budget Services State Auditor
Director, Communications FHWA
Director, Enterprise Risk Management Directional Documents Distribution List

Director, Environmental and Engineering Programs

Publication Title Publication Number

Enterprise Risk Management Secretary’s Executive Order E 1038.00

7Originating Organization
Enterprise Risk Management Program
Finance and Administration Division

Remarks and Instructions

New Secretary’s Executive Order
This new Secretary’s Executive Order, Enterprise Risk Management, provides policy and direction
about about the department’s Enterprise Risk Management Program.

Please Keep Employees Informed
Please consider your organization’s need to inform employees that this document is available and
online. Department policies are available on the intranet at http://wwwi.wsdot.wa.gov/docs/.

For More Information

For more information, please contact your supervisor, the risk management professional in your
organization, or the Headquarters Enterprise Risk Management Program Office in Olympia. Internal
website: http://wwwi.wsdot.wa.gov/fasc/RiskManagement/.

Distributed By Phone Number Signature
Steve Reinmuth
Chief of Staff 360-705-7027 /s/ Steve Reinmuth
DOT Form 761-003 EF cc: Administrative Services, Administrative and Engineering Publications, MS 47408
Revised 4/03
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7-‘ Washington Stat
ashington State
" Department of Transportation Secretary's Executive Order

Number: E 1038.00

/s/ Paula Hammond Date: September 4, 2007
Secretary of Transportation

Enterprise Risk Management

. Policy

It is the policy of the Washington State Department of Transportation (WSDOT)
to proactively assess and respond to any risks that may affect the achievement of
WSDOT’s strategic and performance based objectives and their intended
outcomes. This policy will be implemented through WSDOT’s Enterprise Risk
Management (ERM) Program.

Il. Secretary’s Executive Order

WSDOT employees are directed to support the department’s efforts to identify,
share, and manage risk across all organizations and functions. Organizations
must work together across boundaries to share internal control methods and
procedures that implement a comprehensive and coordinated set of processes and
approaches to ERM.

The ERM decision-making process fundamentally involves weighing value
versus risk. It is the intent of this Secretary’s Executive Order to ensure that the
department can make informed decisions about risk tolerance. The risk tolerance
and strategies of each organization will be used as the basis for department-wide
ERM.

Risk reviews are an integral part of budget development. Therefore, budget
development must include the analysis of resource allocation in terms of the
department’s ERM Program.
lll. Information to Carry out this Secretary’s Executive Order
A.  Administration
The Assistant Secretary for Finance and Administration is responsible for

establishing procedures and implementing them as outlined in this
Secretary’s Executive Order.
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Enterprise Risk Management
Secretary’s Executive Order E 1038.00
September 4, 2007

He or she will convene a subcommittee of WSDOT’s Executive Board for
the purposes of loss review, the identification of new risks and the
development of strategic plans which move WSDOT towards an ERM
model of operation.

To achieve this objective, WSDOT will support and implement, through
its managers, supervisors and employees, coordinated ERM rules,
standards, and procedures that include, but are not limited to the following
elements:

e Identification and prioritization of risk on an agency-wide basis.

e Identification, implementation and monitoring of risk mitigation
strategies.

e Review and incorporation of best practices into risk mitigation plans.

B. Resources and Other Information
This Executive Order supports:

e Governor’s Executive Order 01-05, State Agency Risk Management
(http://www.governor.wa.gov/execorders/eoarchive/eo _01-05.htm)

e Revised Code of Washington (RCW) 43.41.350 Risk Management —
Safety and Loss Control Program
(http://apps.leg.wa.gov/RCW/default.aspx?cite=43.41.350)

Rules, procedures, and other information on how to carry out this
Secretary’s Executive Order are available from the WSDOT Enterprise
Risk Management Office (formerly Risk Management) and include:

o  WSDOT Risk Management Manual M 72-01
(http://wwwi.wsdot.wa.gov/fasc/RiskManagement/)

e Office of Financial Management 2001 Loss Prevention Guide
(http://www.ofm.wa.gov/rmd/loss.htm)

e Office of Financial Management Toolkit Topics Enterprise Risk
Management (http://www.ofm.wa.gov/rmd/erm/erm.asp)

Americans with Disabilities Act (ADA) Information

To request this document in large print, Braille, cassette tape, or on computer
disk, call (360) 705-7097. Or, dial 7-1-1 (voice 1-800-833-6384) to contact
Washington State Telecommunications Relay Service and Tele-Braille, and
request connection to (360) 705-7097.

Page 2 of 2
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WSDOT Secretary’s Executive Order E 1032.01,
“Project Management,” July 1, 2008
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7- Washington State
W/ Department of Transportation Secretary's Executive Order

Number E 1032.01

/s/ Paula J. Hammond Date: July 1, 2008
Secretary of Transportation

Project Management

1. Introduction

The Washington State Department of Transportation (WSDOT) has refined its project
management process for delivering Capital Transportation Projects. This process includes
“best practices”, tools, templates and examples and will enhance the communication
process for both pre-construction and construction project management. The process,
tools and templates can be found at: Attp.//www. wsdot.wa.gov/Projects/ProjectMgmt

This process is supplemented by Secretary’s Executive Order 1042.00 which implements
the Project Management and Reporting System (PMRS) to assist with managing and
reporting the status of Capital Transportation Project delivery.

Il. Supersession

This Secretary’s Executive Order supersedes and replaces Project Management
Executive Order 1032.00 dated July 1, 2005.

Illl. Purpose
WSDOT Management Principle: Delivery and Accountability

We shall manage the resources taxpayers and the legislature entrust to us
Jor the highest possible return of value. We shall be disciplined in our use
of both time and money. We shall account for our achievements, our
shortcomings, and our challenges to citizens, to elected officials, and to
other public agencies.
http://www.wsdot.wa.gov/accountability/memtprinciples. htm
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Project Management
Secretary’s Executive Order E 1032.01
July 1, 2008

IV. Secretary’s Executive Order

This Secretary’s Executive Order directs WSDOT employees to deliver Capital
Transportation Projects consistent with the principles and practices of the department’s
project management process. The project management process is defined at
http://www.wsdot.wa.gov/Projects/ProjectMgmt/. Use of PMRS provides managers with
tools to assist with making effective and efficient business decisions based on
management of project scope, schedule, and cost.

V. Information to Carry Out this Executive Order

Please refer to the project delivery information, tools and templates published on the
Project Management Online Guide: hitp://www.wsdot.wa.gov/Projects/ProjectMgmt/.

Direction and resources to manage and report on project delivery are available in the
Secretary’s Executive Order Project Management and Reporting System
(PMRS) E 1042.00.

The following clarifies the requirements for executives, project managers, project team
members, and others in the department who participate in project management:

A. Executives and Senior Managers

The following responsibilities must be measured as part of an executive and/or
senior manager’s performance expectations:

1. Ensure that the project managers they appoint possess the project
management knowledge, skills and abilities required to deliver Capital
Transportation Projects. In doing so this will be measured as a part of the
project manager’s performance evaluation.

2 Know the status of all of the projects assigned to them.

3 Plan for and provide appropriate resources to implement project
management.

4. Review and endorse project management plans for each project.

Page 2 of 5
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Project Management
Secretary’s Executive Order E 1032.01
July 1, 2008

B. Project Managers

The following responsibilities must be measured as part of a project manager’s
performance expectations:

l. Plan for and provide appropriate resources to implement the project
management process.

2 Lead the project management process consistent with the principles and
practices defined on the Web site and the Project Management Online
Guide. http://www.wsdot.wa.gov/Projects/ProjectMgmt/

3. Use the Project Management and Reporting System (PMRS) to manage
and report business decisions related to project scope, schedule, risk, and
cost.

4. Develop, document, use, and maintain a project management plan for each

project assigned.

a. Perform the roles and responsibilities as defined in the project-
specific project management plan.

b. Develop and execute internal agreements with all parties
contributing to project scope, risk analysis, schedule and cost;
including the design team and specialty groups.

& Use PMRS to manage and report on scope, risk analysis, schedule
and budget as defined in the Project Control and Reporting
Manual: M 3026.01 and the following:

1) As they occur, all proposed project changes that break the
approval threshold must be submitted through the project
control process using the appropriate Project Change
Request Form (PCRF).

2) Schedule progress and key milestones must be kept up-to-
date and reported compared to the planned baseline
schedule.

3) All project status reports must include at a minimum the

status of the total project budget, costs, and forecasted cost-
to-complete.

Page 3 of 5
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Project Management
Secretary’s Executive Order E 1032.01
July 1, 2008

C. Project Team Members

The following responsibilities must be measured as part of a project team
member’s performance expectations:

1. Follow the project management process consistent with the principles and
practices defined on the Web site and Project Management Online Guide.
http://www. wsdot.wa. gov/Projects/ProjectMgmt/

.8 Perform the roles and responsibilities as defined in the project-specific
project management plan.

3. Endorse the work plan.

D. Specialty Groups (Region and Headquarters)
The project manager works with a variety of specialty groups at region and
Olympia headquarters. Some examples include Environmental, Bridge and

Structures, Materials, and the Geotechnical Services.

The following responsibilities must be measured as part of a specialty group
manager’s performance expectations:

1. Follow the project management process consistent with the principles and
practices defined on the Web site and Project Management Online Guide.
http.://www.wsdot.wa.gov/Projects/ProjectMgmt/

2. Develop and execute an internal agreement to provide scope, schedule, risk
analysis, and cost to the Project Manager.

3. Provide the project manager with a scope, schedule and estimate for the tasks
assigned as identified in the PMRS procedures and processes.

4. Endorse the project management plan.

5. Perform the roles and responsibilities as defined in the project-specific project
management plan.

6. Use Project Management and Reporting System (PMRS) to manage and
report business decisions related to project scope, schedule, and budget.
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Project Management
Secretary’s Executive Order E 1032.01
July 1, 2008

E. Headquarters Design, Project Control and Reporting, and
Construction

Review the Project Management Plan as part of the normal process reviews for
preconstruction and construction documents.

VI. WSDOT Assistant Secretary of Engineering and Regional
Operations

The Assistant Secretary of Engineering and Regional Operations is responsible for
periodic review and updates to this document. All executives are responsible for
informing the Assistant Secretary of Engineering and Regional Operations of changes
needed for the maintenance of this document.

° Americans with Disabilities Act (ADA) Information

To request this document in large print, Braille, cassette tape, or on computer

‘ A disk, call (360) 705-7097. Or, dial 7-1-1 (voice 1-800-833-6384) to contact
Washington State Telecommunications Relay Service and Tele-Braille, and
request connection to (360) 705-7097.
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Appendix F
WSDOT Secretary’s Executive Order E 1042.00

“Project Management and Reporting System (PMRYS)”
July 1, 2008
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7- Washington State )
" Department of Transportation Secretary's Executive Order

Number: E 1042.00

/s/ Paula J. Hammond Date: July 1, 2008
Secretary of Transportation

Project Management and Reporting System (PMRS)

l. Introduction

The Washington State Department of Transportation (WSDOT) has implemented the
Project Management and Reporting System (PMRS) including the project Electronic
Content Management (ECM) system to assist with managing and reporting the status of
Capital Transportation Project delivery. This policy supplements Executive Order
E1032.01 Project Management dated July 1, 2008.

Il. Secretary’s Executive Order

WSDOT employees are directed to use the PMRS, including project ECM, as the
agency wide project management and reporting tools supporting Capital Transportation
Project delivery. The PMRS replaces the Project Delivery Information System (PDIS).

Illl. Benefits of PMRS and ECM

The PMRS, including project ECM, provide WSDOT managers with current business
practices and tools to assist with making effective and efficient business decisions
based on improved management of project scope, schedule, and cost. Project
information is current, easily accessible, transparent, consistent, accurate, and
facilitates improved forecasting capabilities, proactive problem resolution, and
improved communication. Specific benefits provided by the PMRS include:

e A state of the art project management system, utilizing the most current and
effective project management tools in the industry.

o A statewide work breakdown structure that is scalable to project size and
complexity that facilitates progress report summaries at the regional and agency
levels.
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IV.

Project Management and Reporting System (PMRS)
Secretary’s Executive Order E 1042.00
July 1, 2008

Tools that enable project team members, including specialty groups, to monitor and
efficiently update project activities.

Resource analysis and management tools for hands on practitioners and managers
to better evaluate project status and develop early workable solutions.

Earned value management capability to provide early warning of project cost and
schedule issues to facilitate corrective action including tools to calculate estimates
to complete and estimates at completion for regularly forecasting project costs.
Expanded project cost and schedule reporting capabilities scalable to project size,
complexity, and visibility.

Cost estimating tools to enable project mangers to better develop and analyze cost
estimates using a variety of formats and levels of detail depending upon project
management needs and the stage of the project including engineer’s estimates and
construction change orders.

A uniform, statewide structure for efficient filing, retrieval, processing, sharing, and
retention of agency documentation.

Consistent, streamlined statewide progress reporting from a single data source that
reduces the effort required by the region for preparing standard progress reports.
Electronically linked financial and project management systems to better streamline
data handling and transfer, and to further streamline reporting and analysis across
the state.

A more efficient change management process that will reduce preparation time and
effort, and streamline the approval process through automated processes.

Definitions

A.

Project Management and Reporting System (PMRS)

The enterprise project management and reporting system integrates schedule,
contract management, electronic content management, cost control/earned value,
and cost estimating with existing WSDOT legacy systems to better support
management and delivery of capital projects. Project Electronic Content
Management (ECM) is the electronic system used to satisfy document filing and
retrieval, business process management (workflow), records management, and
retention requirements.

Implementation: Pre-Integration

Pre-Integration is defined as the stand alone deployment of the individual PMRS tools.
For existing capital projects, the following guidelines should be used when considering
moving projects into PMRS. These are minimum guidelines. Other projects may be
migrated into PMRS as desired by regional management. The general migration criteria
that applies to the following sections of this Secretary’s Executive Order includes:
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Project Management and Reporting System (PMRS)
Secretary’s Executive Order E 1042.00
July 1, 2008

A. PMRS Requirements for Pre-Integration

After the date of the first PMRS deployment in the region, PMRS is required for
the following:

1. All new projects with a preliminary engineering (PE) phase start.

2. All existing projects that transition to the construction phase
(implementation as of the start of the construction phase).

B. Recommendations for PMRS Pre-Integration

After the date of the first PMRS deployment in the region, PMRS is
recommended for the following:

1; Existing projects in the design phase with at least 12 months remaining
prior to ad.
2. Existing projects that are early in the construction phase with at least

12 months remaining.

C. Other Considerations for Pre-Integration
L Resource loading is not a requirement of PMRS.
2. Cost loading at the control account level is required but does not require

roles or name resources.

2 PMRS configuration will enable generic roles to be utilized for those
regions and specialty groups that require role based analysis at the
region level. This would require all projects to be included at a
minimum of the control account level in the PMRS. Named resources
are not recommended or configured for use, but are an option.

VI. Implementation: Integration Requirements
Integration is when all of the individual PMRS tools are connected together and the

web portal is available. The following requirements for PMRS integration apply to all
capital projects and programs throughout WSDOT:
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Project Management and Reporting System (PMRS)
Secretary’s Executive Order E 1042.00

July 1, 2008
A. When and What
1. By June 1, 2010, all projects/all phases must be in PMRS.
2. All new projects started after the date of the first system integration

must be in PMRS.
B. PMRS Use

1. Use the PMRS for schedule, cost control, earned value,
agreement/contract management, cost estimating, and document control
and reporting to perform standard project management functions.

2. By the tenth of each month, ensure status is up to date for active projects
(schedule, cost, and earned value) through the last business day of each
preceding month. Status is defined as updating schedule activities,
physical percent complete and estimate at completion.

3. Use PMRS as the data source for WSDOT internal and external project
delivery reports.

C. Electronic Content Management (ECM)

Use project ECM for all project content management and document control
needs as required by the project ECM procedures.

D. Work Breakdown Structure (WBS)

Use the WSDOT standard work breakdown structure for all PMRS tools and
incorporate a minimum of one control account per project phase. Refer to WBS
and control account guidelines on the Project Management Website
http://www.wsdot.wa.gov/Projects/ProjectMemt for assistance.

E. Schedule Development and Management

1. Schedule Development

Build capital projects’ schedules for all new projects in the PMRS.
Include activities for the preconstruction and construction phases and the
milestones required for the project funding type as specified in the
Project Control and Reporting Manual M 3026.01.
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Project Management and Reporting System (PMRS)
Secretary’s Executive Order E 1042.00
July 1, 2008

2. Schedule Templates

Use the schedule templates guideline on the Project Management
Website http://www.wsdot.wa.gov/Projects/ProjectMgmt for
recommendations regarding the use of schedule templates.

3. Contractor’s Construction Schedule Review and Update

Incorporate a summary level rollup of the accepted construction
contractor’s schedule into the PMRS master schedule for the
construction phase of all capital projects. Follow guidance in the
Construction Manual M 41-01.

4. Project and Activity Code Management

Forward requests for additions or modifications to standard PMRS
activity codes or project codes to the PMRS Code Administrator in
WSDOT Headquarters, Olympia, for approval and implementation.
http://wwwi.wsdot.wa.gov/ProjectReporting/

5. Earned Value

Actively cost load the critical path schedule in accordance with the
approved project budget for all projects to enable Earned Value
Management and reporting. Download actual costs from the
financial accounting system in accordance with the WBS developed
for each project.

F. Cost Estimating and Cost Management
1. Estimated Outstanding Costs

Use the estimated outstanding costs guideline on the Project
Management Website http://www.wsdot.wa.gov/Projects/ProjectMgmt
for recommendations regarding the use of “estimated outstanding costs”
and enter them into the PMRS Cost tool for management and reporting
purposes.

2. Estimate at Completion

Provide an Estimate at Completion for all phases of all capital projects
included in the PMRS and enter them into the PMRS Cost tool for
management and reporting purposes.

3 Cost Templates
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Project Management and Reporting System (PMRS)
Secretary’s Executive Order E 1042.00
July 1, 2008

Use the cost templates guideline on the Project Management Website
http://www.wsdot.wa.gov/Projects/ProjectMgmt for recommendations
regarding the use of cost templates in the PMRS Cost tool.

4. Cost Estimating

Use the Cost Estimating Guidance Manual for WSDOT Projects M 3034
issued by the Strategic Analysis and Estimating Office at WSDOT
Headquarters, Olympia. http://www.wsdot.wa.gov/Design/SAEO

G. Agreement Administration
1. Internal Agreements
Create internal agreements with WSDOT disciplines/specialty groups
that identify the scope, schedule, and estimated costs for the deliverables
needed for a specific capital project.
2 Agreement/Contract Management

Enter all internal agreements and consultant agreements into PMRS.

Enter construction contracts into the Primavera Contracts tool of the

PMRS.
H. Risk Assessment
1. Conduct Risk Analysis

Conduct a risk analysis and prepare and report on a risk management
plan as required by the Project Management Online Guide and the Cost
Risk Assessment (CRA) Policy
http://www.wsdot.wa.gov/Projects/ProjectMgmt/RiskAssessment/.

2. Update Risk Analysis

Regularly update the risk management plan for each project as required
by the Project Management Online Guide and the Cost Risk
Assessment (CRA) Policy
http://www.wsdot.wa.gov/Projects/ProjectMgmt/RiskAssessment/.

I Change Management
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Project Management and Reporting System (PMRS)
Secretary’s Executive Order E 1042.00
July 1, 2008

1. Change Management

Use the PMRS to manage all project changes including internal and
external agreements and follow the change management process
included in the Project Control and Reporting Manual M 3026.01 and
the Project Management Online Guide.

2. Construction Contracts

Construction contract changes will continue to be processed through
Construction Contracts Information System (CCIS). The effects of cost
and schedule will be tracked through PMRS. More information about
CCIS can be found at http://wwwi.wsdot.wa.gov/eesc/cons/Default.cfm

3. Project Change Request Form (PCRF)
Use the PCRF included with the PMRS per the established PCRF
procedures included in the Project Control and Reporting
Manual M 3026.01.
J. Status Reporting

Use only the PMRS reports as the standard agency reporting source for
programmed capital projects.

VIl. Contact for More Information

Project Control and Reporting Office, (360) 705-7152,
http://wwwi.wsdot.wa.gov/projectreporting/

VIll. References

e Secretary’s Executive Order Project Management E 1032.01 dated July 1, 2008

e Project Control and Reporting Manual M 3026.01 dated February 2008

e Cost Risk Assessment Policy, under development. Please check the following
website for updates http:/www.wsdot.wa.gov/Design/SAEOQ/
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Project Management and Reporting System (PMRS)
Secretary’s Executive Order E 1042.00
July 1, 2008

e Project Management Online Guide
http://www.wsdot.wa.gov/Projects/ProjectMgmt/Process.htm
o Construction Manual M 41-01
e The following are under development, please check the Project Management
Website for updates http://www.wsdot.wa.gov/Projects/ProjectMgmt/Process.htm
o PMRS Procedures
o PMRS Guidelines
o PMRS Migration Protocols

IX. WSDOT Assistant Secretary of Engineering and Regional
Operations

The Assistant Secretary of Engineering and Regional Operations is responsible for
periodic review and updates to this document. All executives are responsible for
informing the Assistant Secretary of Engineering and Regional Operations of changes
needed for the maintenance of this document.

Americans with Disabilities Act (ADA) Information

To request this document in large print, Braille, cassette tape, or on computer
disk, call (360) 705-7097. Or, dial 7-1-1 (voice 1-800-833-6384) to contact
Washington State Telecommunications Relay Service and Tele-Braille, and
request connection to (360) 705-7097.
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Appendix G
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7‘ Washington State
" Department of Transportation Instructional Letter

Number: IL 4071.01
Date: May 7, 2010
Signature on file Expires: May-8-20+4
J. C. Lenzi, Chief Engineer June 1, 2012
Assistant Secretary for Engineering and
Regional Operations

Risk-Based Project Estimates for
Inflation Rates, Market Conditions, and Percentile Selection

l. Introduction
The Secretary of Transportation directs project management requirements in the
following Secretary’s Executive Orders:
* E 1032.01 Project Management
* E 1042.00 Project Management and Reporting System (PMRS)
* E 1053.00 Project Risk Management and Risk Based Estimating

A. Purpose

The purpose of this Instructional Letter (IL) is to provide Washington State
Department of Transportation (WSDOT) project management staff with
information necessary to conduct required risk-based estimating workshops on
projects over $10 million. It covers risk-based project estimates for inflation
rates, market conditions, and percentile selection. It identifies data requirements
for the Capital Program Management System (CPMS).

For projects over $10 million, this IL directs project management staff to:
* Achieve project costs that are as close as possible to the base cost estimate.
* Manage to the base cost estimate.
* Establish a separate risk reserve to pay for risks realized during the course

of project delivery.
B. Supersession

This IL supersedes Instructional Letter IL 4071.00 Inflation and Market
Conditions Applied to Base Estimates dated July 13, 2007.

WSDOT Instructional Letter IL 4071.01 May 7, 2010
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C. What Has Changed

The following table indicates major changes.

IL 4071.00
Description Dated July 14, 2009 Revised IL 4071.01

Selection of a high percentile 90th percentile was 60th percentile is set as the default figure to

figure from a risk-based set as the default use from a risk-based estimate. A formal risk

estimate range does not create | figure to use from the | reserve is established in CPMS as the

an environment conducive to risk-based estimate. difference between 60th percentile and base

aggressive project risk No formal risk reserve | estimate. Project managers manage to the

management to deliver projects | was established in base estimate, risk reserve is a tool to cover
on-time and on-budget. CPMS. additional costs if needed.

Estimates should be updated Does not address. Must be updated regularly (at least every six

regularly. months).

Inflation (use WSDOT CPMS Prescribed in IL. Prescribed in IL (except for WSF vessel

inflation tables). construction).

Use and reporting of risk-based | 90th percentile. Base cost estimate and 60th percentile.

estimating information.

Process for deviating from IL. Provided. Provided.

Statement on WSDOT inflation | Provided. Provided.

rates.

Detailed implementation Not provided. Provided.

guidance.

Basis of estimate document. Not provided. Link provided. The basis of estimate is a
comprehensive record of the assumptions
used for a project estimate.

Base estimate. Does not address. The base cost represents the cost which can
reasonably be expected if the project
materializes as planned. The base cost
estimate is unbiased and neutral. It is not
optimistic and it is not conservative. The base
cost estimate includes the standard WSDOT
construction contingency (limited to 4 percent)
as described in the Plans Preparation Manual
M 22-31, Division 8. The base does not
include any significant risks.

Attachments A and B are revised. Attachments C and D are new.

Il. Rules

This IL establishes the following rules and procedures.

A. Use and Reporting of Risk-Based Estimating Results
1. Establish base cost estimate.

Early in the project development process, a Cost Estimate Validation
Process (CEVP) and Cost Risk Assessment (CRA) workshop, or a self-
modeling process, is planned and conducted to provide the project manager
with a base cost estimate that will be used as a baseline to measure delivery
performance.

May 7, 2010 WSDOT Instructional Letter IL 4071.01
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The cost lead, risk lead, subject matter experts, and project team review the
estimate. Based on experience, bid tab data, and recent projects in the area,
unit costs and quantities may be revised. This reviewed and validated
estimate becomes the base estimate for the workshop.

2. Establish risk reserve, which is the 60th percentile minus the base
cost estimate.

For WSDOT projects over $10 million, the estimate is expressed as a range
determined through risk-based estimating. The low end of the range is the
base cost estimate; the high end of the range is the 60th percentile cost from
the risk based estimate.

3. Evaluate the construction cost estimate every six months or sooner when
any of the following occur and, if warranted, update the estimate. The level
of effort for estimate updates is scalable and should be appropriate for the
amount of change:

e New information is gathered or processed (quantity change or
new items).

* Major design levels are completed (30 percent, 60 percent, 90 percent).
* Volatile price fluctuations occur.
* Highest cost items change.
¢ To match updated versions of the Cost Estimating Manual for WSDOT
Projects M 3034.
4. Enter post-mitigated results in CPMS.

If post-mitigated figures are not available, the pre-mitigated figures may be
reported, and adjusted later.

5. Enter uninflated base cost estimates and the uninflated risk reserve estimate
in CPMS.

The risk reserve may be entered either by project phase or as a single
number in the construction phase. CPMS reports will then correspond to the
60th percentile estimate, using CPMS inflation tables.

6. Manage to the base cost estimate.

Project managers are responsible for managing their projects to the base cost
estimate, inflated by CPMS. The risk reserve is just that, and will be held in
reserve for use if risks materialize.

7. Use of risk reserve.

If risks materialize, the project manager submits a request to Regional
Program Management for funds to be transferred from the risk reserve to the
authorized project funding. If the risk reserve nears depletion or is depleted,
despite active risk management on the part of the project team, the 60th
percentile estimate should be reviewed and, if necessary, the risk model

should be updated.
WSDOT Instructional Letter IL 4071.01 May 7, 2010
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8. [Ensure that risk-based estimating results provide a 60th percentile estimate
usable for budgetary purposes.

As the project goes through the budgeting process (biennial and annual
supplemental) the 60th percentile estimate will be submitted for legislative
approval. If the 60th percentile represents a change from the previously
approved budget or the last estimate approved by the department, the new
estimate will be submitted through Regional Program Management to
Headquarters Program Management. If approved, it will then be sent to the
legislature as a budget request by Headquarters. Any changes to the base
cost estimate or the risk reserve will be documented in CPMS.

B. Project File Documentation
Documentation needed to support the proposed budget level shall include:

1. Basis of estimate (assumptions):
www.wsdot.wa.gov/publications/fulltext/cevp/estimatingguidelines.pdf

2. Current base estimate for the project.

3. A description of each significant risk, including threats and opportunities,
which have been identified. Include the potential impacts to the project cost
and schedule.

4. A plan for managing each of the significant risks that have been identified,
as determined through an updated risk-based estimate model output.

C. Inflation and Market Conditions
1. Inflation rates.

The inflation rates for construction, right of way, and preliminary
engineering used to inflate current year (CY) dollars to the year of
expenditure (YOE) dollars must be the current (at time of the risk-based
estimating) CPMS inflation rate tables:
wwwi.wsdot.wa.gov/ppsc/pgmmgt/cpms/tables.asp

2. Market conditions.

Market conditions for a project may be influenced by several factors. The
following factors must be documented and mitigation strategies proposed
when preparing cost estimates if the project team determines that special
market conditions are applicable to their project.

a. Bidding environment and other construction market conditions.

(1) Bidding environment refers to how the number of potential bidders
for a project might impact the estimate for construction. The project
team must document whether the project will be subject to a “non-
competitive” bidding environment and develop mitigation strategies
for this risk. Conversely, any potential of a “highly competitive”
bidding environment must also be captured.
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(2) Other market condition risks for construction are to be captured
through the risk elicitation process. A well-documented explanation
must be provided that describes why the project is subject to
additional market condition risks. Potential response strategies to
these risks must be provided.

b. Right of way market condition risks.

Right of way market condition risks must be obtained from subject
matter experts. The project team must document information that affects
the project including right of way, zoning, speculation, and other market
condition risks that may be obtained from a variety of sources such as
real estate services or planning. Comparable recent real estate
transactions must be a primary source of right of way cost data.

c. Preliminary engineering (PE) market condition risks.

Preliminary engineering (PE) market condition risks must be identified
and documented. Sources for characterization of the risk must be clearly
stated in the documentation describing why this project is at risk (e.g.,
availability of skilled labor or specialty professional services).

D. CPMS Data Requirements

Project teams must provide specific data to the Regional Program Management
Office for inclusion into CPMS. The required data includes:
1. Project scheduling data for the following milestone dates:
* Project definition completion date.
e Date for the beginning of preliminary engineering.
* Completion date for the environmental document.
Date of right of way (RW) certification.
* Project advertisement date.

¢ Date project will be operationally complete (60th percentile).

2. Estimated project cost data in current year dollars (CYS$).

¢ Date of estimate basis in current year (CY); for example,
February 2009.

* Project base estimates for:
= Design cost.
= Right of way cost.
= Construction cost.
m  Project risk reserve.
3. Basis of estimate form (see Appendix D and template:
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E. Exceptions

Exceptions to the use of the 60th percentile requirement in this instructional

letter must use one of the following approval processes. See also Attachment A.

1. Projects with an executive oversight committee (EOC).

a. The project manager presents the results of the CEVP to the EOC along

with a recommendation, including supporting information on the
percentile level to be included in management plans and budget.

b. Ifthe EOC approves, regional executive management will request in
writing and obtain written approval from the Assistant Secretary of
Engineering and Regional Operations.

2. Projects without an EOC:

a. The project manager presents the results of the CEVP or CRA to
regional executive management and provides supporting information
on the percentile level requested to be included in management plans
and budgets.

b. Regional executive management will request in writing and obtain
written approval from the Assistant Secretary, Engineering and
Regional Operations.

lll. Contact Information

For information regarding this IL, please contact the Strategic Analysis and
Estimating Office at 360-705-7452 or visit their website:
www.wsdot.wa.gov/Projects/ProjectMgmt/RiskAssessment

IV. References and Resources

[10/20/2010 updated links.]

* Basis of Estimate
www.wsdot.wa.gov/projects/projectmgmt/riskassessment/information.htm

* Basis of Estimate (Assumptions)
www.wsdot.wa.gov/publications/fulltext/cevp/estimatingguidelines.pdf

<+ Basis of Estimate Form

wwwi.wsdot.wa.gov/ppsc/pgmmgt/cpms/tables.asp

* Construction Cost Index, Right of Way, Preliminary Engineering
wwwi.wsdot.wa.gov/ppsc/pgmmgt/cpms/tables.asp

* Cost Estimating Manual for WSDOT Projects M 3034
www.wsdot.wa.gov/publications/manuals/m3034.htm

* Glossary of Cost Risk Estimating
www.wsdot.wa.gov/publications/fulltext/cevp/glossary.pdf

* Guidelines for CRA CEVP Workshops
www.wsdot.wa.gov/projects/projectmgmt/riskassessment/

May 7, 2010
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* Plans Preparation Manual M 22-31
www.wsdot.wa.gov/publications/manuals/m22-31.htm

* Project Management Online Guide
www.wsdot.wa.gov/projects/projectmgmt

* Project Risk Management Guidance for WSDOT Projects
. Secretary s Executive Order E 1032 Pro;ect Management

WWWI. wsdot wa. Gov/publ1cat1ons/pohcles/fulltext/ 1632; pdf

* Secretary’s Executive Order E 1042 Project Management and Reporting
System (PMRS)

WWWI. wsdot wa. Oov/pubhcatlons/pohc1es/fulltext/ 1042. pdf

* Secretary’s Executive Order E 1053 Project Risk Management and Risk
Based Estzmatzng

WWWI. wsdot wa. Oov/pubhcatlons/pohc1es/fu11text/ 1053 pdf
* Training: Introduction to Cost Estimating Course Code CZV

* Training: Risk-Based Transportation Cost and Schedule Estimate Evaluations
Course Code CZ2

V. Attachments
A. Approval Process for Using a Different Percentile
B. Statement on Inflation Rates
C. How to Implement This Instructional Letter
D. Basis of Estimate

VI. Executive Review and Update Requirements

All executives are responsible for informing the Assistant Secretary for Engineering
and Regional Operations of changes needed for the maintenance of this document.

The Assistant Secretary for Engineering and Regional Operations is responsible for
periodic review and updates to this document.

Americans with Disabilities Act (ADA) Information

Materials can be provided in alternative formats: large print, Braille, cassette tape, or on computer
disk for people with disabilities by calling the Office of Equal Opportunity (OEQ) at 360-705-7097.
Persons who are deaf or hard of hearing may contact OEO through the Washington Relay
Service at 7-1-1.
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Attachment A: Approval Process for Using a Different Percentile

YES

PM Presents
Proposal to EOC

L 4

EOC Determines
Budget Level to
Move Forward

CEVP/CRA Results available

to Project Manager (PM)

v

Project Manager
develops
recommendation
of funding level

[

WSF
Vessels or Terminal
Engineering Director

WSF
v |
Executive
Oversight Committee
(EOC) NO

PM Prepares Change
Management Documentation

v

Management Systems are
updated to match the EOC
or RA Decision

v

Change Management
Review by Capital Program
Development and
Management.

b 4

Change Management
Review by Asst. Secretary
for Engineering and Regional
Operations

Project Data included in

Budget Process

hd

PM Presents
Proposal to RA or
RA Designee

(as appropriate)

v

y

WSF PM presents
proposal to
Director

RA or Designee
Determines
Budget Level to
Move Forward

v

WSF Director Determines
Budget Level to Move
Forward

Y

WSF PM Prepares
Change Management
Documentation

v

Management Systems are
updated to match the
Decision

v

Change Management
Review by Asst. Secretary
for Ferries

Y

Change Management
Review by Capital
Program Development
and Management

Project Data included in

Budget Process
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Attachment B: Statement on Inflation Rates'

WSDOT requires the use of CPMS inflation tables posted at the time of the estimate.
The projections in the inflation tables are provided by experts in PE, right of way,
and construction and are to be used to forecast Year of Expenditure (YOE) costs.
When the recommendations of these experts change, their recommendations are
reviewed by WSDOT management, and if appropriate, the tables in CPMS are

changed.

The Regional Program Management Office enters project estimates in current year
dollars (CY$) into CPMS, which then inflates project estimates to YOE dollars.
Model forecasts prepared following CRA and CEVP workshops will also use the
CPMS inflation tables. It is important that the most current CPMS tables are used
and the date of these tables well documented in the CRA or CEVP report. CPMS
will calculate the midpoint for construction phases using the project award date and

the operationally complete date.

It is not allowed for project estimators or the participants at CRA and CEVP
workshops to unilaterally establish inflation forecasts. Therefore, the discussion of

inflation and uncertainty is not an effective use of time at CRA and CEVP

workshops. The responsibility of inflation rates rests with the Capital Program
Development and Management (CPDM) Office in Headquarters. The rates to be

used are those posted in CPMS at the time of the estimate:

* WSDOT CPMS Inflation Rate Tables
wwwi.wsdot.wa.gov/ppsc/pgmmgt/cpms/tables.asp

Liberal use of market condition risks creating a “range” of inflation rates is not
allowed. Workshops need not discuss inflation rates and should focus on areas of

respective expertise for the project.

'CPMS inflation tables do not apply to WSF vessel engineering projects.
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Attachment C: How to Implement This Instructional Letter

Know and understand WSDOT
START » estimating and Risk Assessment =2
policies and practices.

Is project over
$10M?

yes no
b 4

Y
When ready perform Quan'titalive
Quantitative Risk p Risk
Analysis sges_smelnt
(per E 1053.00) ptiona
-« e 4
T T NOTES: When planning for a risk assessment workshop use the guidance
v in the WSDOT Project Risk Management Guide, the WSDOT Cost
Estimating Manual, and the WSDOT Guidelines for CRA-CEVP Workshops.
$10M to $25M you can “do-it- Project information (such as estimates, scopes, etc.) should well organized
yourself* with the WSDOT self- by PIN(s), anticipated contract packages, and other as appropriate. Basis
modeling spreadsheet of Estimate must be completed prior to workshop.
N For straight-forward projects, with little risk, the standard 4% contingency
$25M - $100M Cost Risk Consider may suffice; for example P1 HMA pavers would not typically require a
Assessment combining formal quantitative risk analysis.
(CRA) with VE
Workshop study FEor projects with...
o Multiple PINs
$100M and up ¢ Fixed contributions
Cost Estimate Validation Process e Local contributions
(CEVP) o Other non-standard conditions
Workshop Contact your region program management office and with them discuss with
HQ program management on how to best deal with your particular situation.
v N o
Results
(Base and probability range)
v 4
Report to Region Program .
Management Report to Region Program NOTE: When there
Management are multiple funding
PE+RW+CN . ) sources coordinate
_ Project Risk Reserve = with HQ program
=TOTAL BégngS (':I'_]I_MATE FOR (60%-ile — BASE) ‘ management on how
to setup risk reserves
I This is the ]
pTrE,l: e Risk Reserve WIN
A 4
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The table below illustrates output from a risk-based estimate model and how to use

the results.

Example of typical output for risk-based estimate. |§ Notes:
Project Estimated Total Project
Estimate Project Cost Cost
(opinion of (Current Year-Of- Use of risk based estimating results.
cost at this Year/CY) Expenditure
time) YYYY $M $M
1Base Cost | Reviewed/validated base estimate
74.0 80.0 .
Est. Base ="if project goes as planned
Mean 77.4 83.0
Std Dev 6.5 72 RlSk reserve = 60%-ile — Base
Percentiles =$79.0 M-$74.0 M
1% 62.3 66.2 =$5.0M
5% 67.3 71.7 | Report estimates as follows:
10% 69.2 73.8 PEBASE =$5.1 M
20% 72.0 76.9 | RWBASE = $25.6 M
25% 731 782 | CNBASE =$43.3 M
0,
4318‘2 ;‘512 ;?? : Estimate Project BASE = $74.0 M
- : - Risk Reserve WIN=§ 5.0 M
50% 173 82.9 -
| Total available for project = $79.0
i M
60% @O %igure submitted to CPMS
70% 80.6 %
75% 81.7 87.8 I
May 7, 2010 WSDOT Instructional Letter IL 4071.01
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PEBase = $5.1M
(current year)

Risk Reserve = $5.0M

4 E
RWBase = $25.6M (current year)

(current year)

L 2
S
CNBase = $43.3M N
(current year)
\_ $79.0M
CcYy
v
Y
Report
Information to
Region CPMS
Program Inflates
Management | | gstimates to
Office the
(it is entered into anticipated
CPMS in Year Of
current year Expenditure
dollars) (YOE)
Nz s s o T
k4
e s R
Legislature >
‘\\ - =
Budget
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CPMS Implementing Guidelines

This IL incorporates risk-based estimating into the WSDOT budgeting process and
figures entered into CPMS will reflect the results of the risk-based estimating effort for
the project. There is an expectation that implementation of this IL will be accompanied
with prudence and sound judgment. For example, projects with little risk such as

P1, HMA pavers do not need an intensive workshop and quantitative analysis.

Setting Up Risk Reserves in CPMS

Overview: The objective of identifying a risk reserve in CPMS is to more fully
integrate risk-based estimating with normal business practices at WSDOT. CPMS is
the official repository for department estimates. It is used for expenditure planning,
bond sale sizing, and budget/program building. It is important for the department to
understand how much project risk is addressed in our program estimates. This can
be done by differentiating between the base estimate and risk estimate on large
projects in CPMS. This is particularly important for high visibility Nickel and TPA
projects with line-item appropriations in the legislatively approved transportation
budget. These projects need to be “self-insured” against risk from a budget
standpoint. However, it should be noted that estimate details (base estimate dollars
and risk estimate dollars) are not reported externally in the Gray Notebook or in
budgetary documents.

To self-insure line-item projects (PINs), reserves are set up on a Work Item Number
(WIN) in CPMS under the budgeted PINs. A large project which employs risk-
based estimating will now have a minimum of two WINs associated with it: One
WIN containing the project’s base cost estimate, which includes up to 4 percent
construction contingency (the base cost estimate is the cost that can reasonably be
expected if no significant risks materialize), and the other WIN containing the risk
reserve estimate (the cost impact calculated by considering the probability of
uncertain events occurring).

A “project” as assigned to a project manager may occasionally have more than one
PIN associated with it. The regional program manager will establish one WIN for
each PIN needing a reserve. The project manager will be responsible for managing
the risk register for his project and for providing the regional program manager with
guidance for proper sizing and maintenance of the risk reserve by PIN.

Each WIN has the flexibility to be subdivided into three phases: PE, RW, and CN.
At least one phase must be designated. The simplified default phase for a risk
reserve is CN. The project manager and regional program manager will decide if it
is desirable to establish more than one phase in a risk WIN (e.g., if a relatively large
RW risk exists, it may not be appropriate to put all the risk in the CN phase
especially if RW and CN phases occurs in different biennia).

Typically, the fund types budgeted for the project or authorized for the current
phase will be the same as those used in the risk reserve. These may include “local”
funds if a local agency is participating in the project. However, some funds (e.g.,
American Recovery and Reinvestment Act) may not be suitable for a reserve.
Please contact CPDM when in doubt.
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Aging a Risk Reserve in CPMS

For simplicity and ease of data maintenance in CPMS, most risk reserves may be
aged in the 25th month of the biennium in which they will most likely be spent.
This aging approach is very appropriate when the project manager believes that
active risk management may preclude the need to expend risk funds.

CPMS has the flexibility to age risk reserves in the months in which they are most
likely to be spent. For any individual risk, if the project manager believes it will
most likely materialize in a specific month(s), risk funds should be aged
accordingly. The balance of the risk reserve may be left in the appropriate

25th month.

As soon as a risk lapses and the funds are no longer needed in the reserve, the
project manager should ask the regional program manager to adjust the reserve.
If the reduction to the reserve is significant, and remaining risks are substantial
and their impact is likely to extend six or more months, it is recommended that
the Strategic Analysis and Estimating Office be contacted to ensure adequate
reserve sizing.

At least six months before the end of the biennium, the reserve balance in the
25th month should be evaluated by the project manager and reduced or re-aged
as appropriate into the 25th month of the next biennium by the regional
program manager.

Managing the Base Cost and Risk Reserve Estimates

Base and risk estimates are first established by use of a risk-based estimating
process. The results of a CRA or CEVP workshop or of a self-estimating process
need to be sufficiently detailed to feed CPMS requirements. The results must
provide the base cost estimates by phase, by PIN, and by WSDOT/Local Agency
contribution. The total percentile estimates also need to be broken down by PIN
and funding agency when more than one exists.

After a risk-based estimate is created, the base cost estimated will continue to be
updated by the project manager on a regular basis (monthly/quarterly/etc.) at least
every six months. Insignificant changes to the base cost estimate WIN can be
implemented without regard to the risk reserve WIN.

Significant changes to the base cost estimate WIN require adjustment of the risk
reserve WIN. A significant increase to the base may be accommodated by a
corresponding decrease to the risk reserve WIN.

When transferring funds from the risk reserve to the base WIN,consideration should
be given to the reason the base is increasing. If the increase is due to an identified
risk, the transfer of funds is appropriate and the total project cost (60th percentile)
is unchanged.

If a significant increase in the base estimate was caused by an unanticipated
occurrence not identified in the risk reserve, consider seeking a budget increase
(60th percentile). This might be the decision if the magnitude of the unanticipated
increase is large in comparison to the size of the risk reserve.
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* The cumulative effect of numerous small increases (or decreases) to the base cost

estimate may require adjustment of the risk reserve. It may be appropriate to
reevaluate the size of the risk reserve if the reserve is being depleted but significant
time and risk issues remain on the project. Consider updating the risk-based
estimate model created earlier.

Accessing Risk Reserve Funds

* The base cost estimate and the risk reserve estimate may be updated by the project

manager at any time. The regional program manger will reflect those changes in
CPMS in a timely manner. Most changes will likely involve the transfer of
estimated dollars from the reserve WIN to the base estimate WIN. CPDM should be
notified of significant changes by the program manager. CPDM will perform a
quarterly review of risk reserves with the regional program manager.

Some transfers from the reserve WIN will also require authorization to spend the
transferred dollars. Additional PE funds may be needed to complete PS&E,
additional RW funds may be needed for a pending real estate purchase, or
additional CN funds may be needed due to executed change orders. In these cases,
a WO needs to be processed to CPDM to authorize the funds for expenditure. The
WO justification should mention the reason for the increase and the amount that is
being transferred from the risk reserve.

At award and contract execution, a 4 percent contingency (see the Plans
Preparation Manual M 22-31) is authorized on the CN work order for expenditure
by the project manager. This contingency is considered part of the base estimate
during risk-based estimating and PS&E preparation. During CN, the authorized
contingency should be depleted before transferring and authorizing expenditures of
additional funds from the risk reserve WIN.

Helpful Hints

1.

Plan for risk management in your project management plan. Consider budget
reporting requirements and dates and the calendar for the legislative sessions. The
intent of this letter is simple and straightforward. Projects required to prepare risk-
based estimates will use the information gleaned from the estimates to establish a
project base cost estimate and risk reserve.

When reporting figures to Program Management for entry into the budget it

is imperative that deadlines for submitting project budget numbers are met.
“Pre-mitigated” or “Post-Mitigated” numbers may be used. However, there is

an expectation that figures in CPMS are current and correct, hence update figures
with post-mitigated analyses and/or other updates as warranted and as they
become available.

The mechanism used for creating the risk reserve, as outlined in this IL, emerges
from the reviewed/validated base estimate and the 60th percentile estimate for the
project.

May 7, 2010 WSDOT Instructional Letter IL 4071.01
Page 16 of 18 Risk-Based Project Estimates for Inflation Rates, Market Conditions, and Percentile Selections

SR 99 Alaskan Way Viaduct Replacement Project Appendices for FHWA Initial Financial Plan, August 2011

Page 50



The workshop results provide Project BASE Estimate by phase (PE, RW, and CN).
The risk reserve is determined by subtracting the Total BASE Estimate
(PE+RW+CN) from the 60th percentile figure for the total project. CPMS is then set
up with a BASE + an additional WIN for the Project Risk Reserve. As an added
feature, projects that wish to set up separate risk reserve WINs for PE and/or RW
may do so. The minimum requirement is for the project to set up at least one risk
reserve WIN.

CY dollars: “Today’s price;” the estimated cost of the project if the project were
built and completed in the analysis year, in present day dollars. YOE dollars: The
estimated cost of the project when it is anticipated to be built. WSDOT forecasts the
estimated YOE cost by inflating the estimate (which is in CY dollars) to the
anticipated midpoint of construction.

Be prepared to present and discuss risk management at Quarterly Project Report
meetings.

Estimates must be updated regularly. To that end, use the following guidance
for updating estimates:

* Update estimates as new information is gathered and/or processed
(quantity change or new item).

e Update estimates at major design levels (30 percent, 60 percent,
90 percent PS&E).

* Update estimates at least every six months.

* Be aware of volatile items in the estimate and assign someone to watch the
price of these items more often, maybe monthly, and update estimates for
these items.

° Be aware of the largest cost items in the estimate, assign someone to watch
them, and update more frequently (i.e., monthly or every other month, usually
only five to eight items).
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Attachment D: Basis of Estimate (Assumptions)

The Basis of Estimate is required documentation for all project cost estimates from
planning through PS&E. The Basis of Estimate is a part of clear documentation as the
project passes from one group to another, or as team members change. The project
estimate file should follow the project through the various stages so that each new
estimate can be easily tied to the previous one.

A well-documented estimate basis and comprehensive documentation of the
assumptions used in the development of a project estimate can eliminate overlap
of future estimate assumptions and provide a document trail regarding what is
known about the project. This allows project “knowns” and “unknowns” to be
clearly identified. This document enables the agency to easily track changes to
project scope, cost, and schedule.

The basis of estimate can be found at:
www.wsdot.wa.gov/projects/projectmgmt/riskassessment/information.htm

May 7, 2010 WSDOT Instructional Letter IL 4071.01
Page 18 of 18 Risk-Based Project Estimates for Inflation Rates, Market Conditions, and Percentile Selections

SR 99 Alaskan Way Viaduct Replacement Project Appendices for FHWA Initial Financial Plan, August 2011 Page 52



Appendix H
Memorandum of Agreement for Construction of the Bored Tunnel
Alternative between the State of Washington and the City of
Seattle
(GCA 6366)

October 24, 2009
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MEMORANDUM OF AGREEMENT
NO. GCA 6366
FOR THE ALASKAN WAY VIADUCT AND
SEAWALL REPLACEMENT PROGRAM
BORED TUNNEL ALTERNATIVE

THIS agreement for the Alaskan Way Viaduct and Seawall Replacement (AWVSR)
Program (“Agreement”) is made and entered into between the State of Washington,
hereinafter the “STATE,” and the City of Seattle hereinafter the “CITY,’ collectively the
“Parties” and individually the “Party.”

WHEREAS, in the 1950s, the City of Seattle and the Washington State Department of
Transportation jointly designed and built the Alaskan Way Viaduct to accommodate
passenger and freight mobility into the foreseeable future; and

WHEREAS, the central waterfront section of the Alaskan Way Viaduct is located in and
adjacent to downtown Seattle’s urban core and the Seattle waterfront, an area
increasingly used for tourism and recreation; and

WHEREAS, the Duwamish and Interbay industrial areas in Seattle are served by the SR
99 corridor and constitute a portion of Seattle’s industrial sector which accounts for over
120,000 jobs and an estimated $28.5 billion in annual economic activity city-wide. The
SR 99 corridor provides important proximity to freight-dependent customers, distributors
and suppliers; and

WHEREAS, in 2001 the Nisqually earthquake damaged the Alaskan Way Viaduct and
Seawall; and

WHEREAS, the Alaskan Way Viaduct and Seawall are at risk of sudden and catastrophic
failure in an earthquake and are nearing the end of their useful lives; and

WHEREAS, various studies conducted have determined that it is not fiscally responsible
to retrofit the viaduct, and that retrofitting would cause significant construction impacts;
and :

WHEREAS, in March 2007, the Washington State Governor, the King County
Executive, and the Mayor of Seattle pledged to advance a series of key SR 99 projects
(Moving Forward Projects) that will facilitate the removal and/or repair of key portions
of SR 99, including the Yesler Way Vicinity Stabilization Project, Electrical Line
Relocation, the SR 99 South Holgate Street to South King Street Viaduct Replacement
Project, and Transit Enhancements and Other Improvements; and

WHEREAS, in 2008 the STATE and CITY agreed to guiding principles for replacing the
Alaskan Way Viaduct: improve public safety; provide efficient movement of people and
goods now and in the future; maintain or improve downtown Seattle, regional, Port of
Seattle and state economies; enhance Seattle’s waterfront, downtown and adjacent
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neighborhoods as a place for people; create solutions that are fiscally responsible; and
improve the health of the environment; and

WHEREAS, in 2008 the STATE and the CITY considered feedback from 16 meetings of
a stakeholder advisory committee made up of representatives from business, labor, _
environmental, and neighborhood interests and more than one thousand public comments
collected during quarterly public meetings; and more than 50 community briefings; and

WHEREAS, in J anuary 2009, the Governor of Washington state, the Mayor of Seattle
and the King County Executive jointly recommended replacing the Alaskan Way Viaduct
with a bored tunnel beneath downtown Seattle; and

WHEREAS, the Washington State Legislature passed Engrossed Substitute Senate Bill
5768 and the Governor signed the bill into law designating and funding the Bored Tunnel
Program as the replacement for the Alaskan Way Viaduct; and

WHEREAS, the AWVSR Program consists of a four-lane bored tunnel and
improvements to City streets, the City waterfront, and transit; and the Moving Forward
Projects; and

WHEREAS, the new surface Alaskan Way boulevard will have four through travel lanes
north of Colman Dock and will have signalized intersections and function similarly to
other downtown arterial streets; and

WHEREAS, the AWVSR Program is consistent with the City of Seattle’s adopted

" Comprehensive Plan; and

WHEREAS, the STATE and the CITY are committed to designing the bored tunnel and
access portals to be consistent with Seattle’s vision for the central waterfront, including
reconnecting the downtown with the waterfront, enhancing the waterfront’s _
environmental sustainability, increasing views of Elliott Bay and the landforms beyond,
facilitating revitalization of Seattle’s waterfront, maintaining transportation access to and
through the waterfront, and increasing opportunities for the public to access and enjoy the
shoreline and waterfront; and

WHEREAS the Port of Seattle is responsible for nearly 194,000 jobs in Washington
state, $17 billion in business revenue and tenants, half of the $80 billion in cargo in Puget
Sound ports, and is ranked the ninth largest port in the United States;

WHEREAS the Port of Seattle is funding projects that are part of or complement the
AWVSR Program and which will provide capacity for future growth and improved
safety, including the East Marginal Way Grade Separation Project, and the SR 519 South
Seattle Intermodal Access Project Phase 2, has endorsed the bored tunnel concept, and is
reviewing a proposed $300 million investment in the AWVSR Program; and

PAGE 2

SR 99 Alaskan Way Viaduct Replacement Project Appendices for FHWA Initial Financial Plan, August 2011 Page 55




WHEREAS King County is responsible for providing bus service, which serves an
annual ridership of 100 million within a 2,134 square mile area; and

WHEREAS, King County is funding transit investments as part of the AWVSR Program,
which will provide capacity for an additional 17,000 riders and include RapidRide
investments, park and ride facility expansion, enhanced express and local service during
peak periods, and investments in maintenance base capacity.

NOW, THEREFORE, the Parties agree to proceed with the AWVSR Program in
accordance with the following principles.

IT IS MUTUALLY AGREED THAT:

Jointly the STATE and CITY intend to:

1. Continue to work collaboratively toward the successful completion of the AWVSR
Program; and ' :

2. Endeavor to open the bored tunnel to drivers by the end of 2015; and

3. Develop additional program-wide agreements (Additional Agreements), such as
utility relocation, right-of-way, ownership and maintenance, and others to be
consistent with this Agreement.

~ Responsibilities, implementation, and funding to be addressed in Additional Agreements
are assigned as follows:

I. RESPONSIBILITIES

The STATE will be responsible for the following:

1. The Moving Forward Projects; and

2. A bored tunnel from a point just north of S. Royal Brougham Way to Harrison Street
including connections to the city street system and the reconnection of John Street,
Thomas Street, and Harrison Street over SR 99; and

3. A surface street from S. King Street along Alaskan Way to Elliott and Western

avenues, ending at Battery Street, including replacement of the Marion Street

pedestrian overpass and reconstruction of the Lenora Street pedestrian overpass; and

A new roadway connecting the realigned Alaskan Way to East Marginal Way S.; and

Alaskan Way Viaduct demolition; and

Battery Street Tunnel decommissioning; and

Partial construction transportation mitigation; and

Protection of public and private facilities which can safely remain in place throughout

construction of the bored tunnel; and

9. Agreement with King County for transit investments associated with the AWVSR
Program; and ,

10. Agreements with the Port of Seattle for freight mobility improvements associated
with the AWVSR Program.

XN s
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The CITY will be responsible for the following:

1.

2
3.
4

IL.

City utility relocations associated with the AWVSR Program; and

. Seawall replacement along the CITY s central waterfront; and

A promenade or public space along the central waterfront; and

. Other City street improvements including the west phase of the Mercer Corridor

Project and partial funding for the Mercer Corridor East and Spokane Street Viaduct
projects; and

Evaluation of a potential streetcar on First Avenue, including a segment phasing
approach.

IMPLEMENTATION

The Parties recognize that it may be in the public interest for one Party to implement
portions of the other Party’s program responsibilities. Each Party will be responsible for
implementation roles, which are subject to change by agreement of the Parties, and may
include, but are not limited to, the following: '

The STATE shall, in accordance with the Additional Agreements:

1.

®

10.

Complete the following Moving Forward Projects: Electrical Line Relocations —
Phase 1, S. Holgate to S. King Street Viaduct Replacement Project; SR 99 Intelligent
Transportation System Projects; and establish an agreement with King County for
transit service during construction; and

- Design and construct a single bore tunnel from approximately S. Royal Brougham

Way to Harrison Street, with four lanes of traffic including tunnel portals at either
end; and

Design and construct the relocation of some CITY-owned utilities at the portal
locations and bored tunnel alignment on behalf of the CITY; and

Design and construct new crossings of the SR 99 bored tunnel at John, Thomas, and
Harrison streets; and

Design and construct a new City street grid between S. King and S. Atlantic streets
including the realignment of Alaskan Way; and

Design and construct a new roadway connecting the realigned Alaskan Way to East
Marginal Way; and

- Demolish the existing Alaskan Way Viaduct from S. King Street to the Battery Street

Tunnel; and

Decommission the Battery Street Tunnel; and

Complete the environmental review process for the Bored Tunnel Alternative, as
required by federal and state law; and

Establish an agreement with the Port of Seattle to secure the $300 million port
investment for the Alaskan Way Viaduct Replacement Program including the bored
tunnel project.

The CITY shall, in accordance with the Additional Agreements, and subject to
appropriation of funds for these purposes:
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1. Design and construct the relocation of some CITY-owned utilities required for the
'AWVSR Program; and

2. Design and construct a new seawall between Colman Dock and Pine Street; and

3. Design and construct a new promenade or public space along the central waterfront;
and

4. Design and construct two-way Mercer Street from I-5 to Elliott Avenue, including a
new Sixth Avenue from Harrison Street to Mercer Street; and

5. Design and construct a widened Spokane Street Viaduct, including a new ramp to
Fourth Avenue; and

6. Evaluate a potential streetcar.on First Avenue between S. Jackson Street and the
Seattle Center, including a segment phasing approach; and

7. Design and construct a new four-lane connection from Elliott and Western avenues,
beginning at Battery Street, to Pine Street; and

8. Design and construct a new surface road from S. King Street to Pine Street; and
9. Design and construct intelligent transportation system projects along the SR 99

corridor. '
IIL.FUNDING

Funding responsibilities for the estimated costs are as follows (these are preliminary cost
estimates, with final funding commitments to be determined).

The STATE shall fund or procure funding for, if, and to the extent that the Washington

State Legislature appropriates funds for these purposes as agreed to in the Additional

Agreements, consistent with the State funding limits established in Engrossed.Substitute

Senate Bill 5768: '

1. Bored tunnel from north of S. Royal Brougham Way to Harrison Street -- $1.9 billion

2. Surface street connection from S. Yesler Street along Alaskan Way to Pike Street,
including replacement of the Marion Street pedestrian overpass; a new connection
from Pike Street to Elliot and Western avenues; reconstruction of the Lenora Street
pedestrian overpass; viaduct removal; Battery Street Tunnel decommissioning -- $290
million

3. Completion of the Moving Forward Projects including a new surface Alaskan Way
from S. King to S. Yesler streets, and a new roadway connecting the realigned
Alaskan Way to East Marginal Way S.-- $600 million

4. Partial construction transportation mitigation (mitigation to offset loss of on-street
parking during construction) -- $30 million

The CITY shall fund or procure funding for, if, and to the extent that, the Seattle City
Council appropriates funds for these purposes as agreed to in the Additional Agreements
(the Parties acknowledge that no funds will be appropriated by the ordinance that
approves this Agreement): .

1. City utility relocation costs associated with the program -- $248 million

2. Central seawall replacement -- $225 million

3. Promenade or public space along the central waterfront -- $123 million
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4, City streets and transit pathways including the west phase of the Mercer Corridor
Project and partial funding for the Mercer East and Spokane Street Viaduct projects --
$191 million

5. Evaluation of a potential First Avenue Streetcar, including a segment phasing
approach -- $140 million (design and construction estimate)

The STATE and CITY shall jointly work with King County and the Port of Seattle to
endeavor to fully secure the respective funding commitments of these contributing
agencies.
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IN WITNESS WHEREQF, the Parties hereto have executed this Agreement as of the last
day and year written below.

X%T\S ATTL STATE OF WASHINGT

By:

’ 70
Pnnt Print:

Title: : Title:
Date: \ © !’A\(» ! ;QQC\‘ : Date: /0/)4'//9-’9

APPROVED AS TO FORM:

[lr2a bell Lzeqeréej

By (print)

;;szg

Slgna
Assistant Attorney General

Date: /‘9’22’57
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SR 99 Alaskan Way Viaduct Replacement
Updated Cost and Tolling Summary Report to
the Washington State Legislature

.
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January 2010
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Washington State
’ Department of Transportation




Executive Summary
Why was this report prepared?

The Washington State Legislature approved Engrossed Substitute Senate Bill (ESSB)
5768 during the 2009 session, which identified a deep bored tunnel as its preferred option
for replacing the SR 99 Alaskan Way Viaduct. ESSB 5768 committed a maximum of
$2.8 billion in state funding to the replacement program, with $2.4 billion raised from
existing state and federal sources and no more than $400 million raised from tolling the
proposed bored tunnel. A $300 million contribution from the Port of Seattle brings the
total replacement budget to $3.1 billion.

ESSB 5768 directed WSDOT to:

e Provide updated cost estimates for the SR 99 Alaskan Way Viaduct replacement,
including the bored tunnel, to the legislature and governor by January 1, 2010;

e Consult with independent tunnel engineering experts to review the cost estimates
and risk assumptions; and

e Prepare a traffic and revenue study to determine the potential for tolls to
contribute to construction funding. The study should include an analysis of
potential diversion, mitigation to offset diversion, and impacts on the performance
of the facility from tolling.

This report summarizes the work completed by WSDOT as required by the legislature.
This work was comprised of four integral and related steps as illustrated in Exhibit 1:

Step 1 — The SR 99 bored tunnel has a cost which Approach to Analysis
must be defined in order to identify the funding
required. A revised, risk-adjusted tunnel cost
estimate was the outcome of an updated cost
assessment including elements of an enhanced Cost
Estimate Validation Process (CEVP®) based on
extensive cost and risk workshops, value
engineering and design changes.

Step 2 — Tolling tunnel traffic is part of the funding
equation. The City of Seattle’s travel demand model
was used to predict future traffic patterns for five
toll scenarios after the tunnel and other program
improvements have been completed.

Step 3 — A revenue model was used to estimate gross EXhibit 1 —Approach to Analysis
annual revenues from the traffic projections, deduct
costs for toll collection and facility operations and maintenance, and calculate net toll
revenue.

Step 4 — The Office of the State Treasurer’s financial advisors applied a financial model
to determine the toll funding contribution that could be supported by borrowing
against future net toll revenues for each of the five scenarios. When combined with

Target = $400M
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other identified funding, toll scenarios for which the SR 99 program is financially
feasible were identified.

What is the SR 99 Alaskan Way Viaduct replacement and how much will it
cost?

The southern mile of the SR 99 Alaskan Way Viaduct will be replaced by a one-mile-
long side-by-side road with three lanes in each direction. The bridge and roadway work
for this project, known as the S. Holgate Street to S. King Street Viaduct Replacement, is
currently on advertisement to contractors and has been completely designed. The south
end replacement is one of several safety and mobility projects in the corridor that are
known as the “Moving Forward” projects’.

An approximately two-mile-long bored tunnel, with two lanes in each direction, has been
proposed to replace the section of viaduct along Seattle’s downtown waterfront. The
bored tunnel would be built beneath downtown. Once the remaining viaduct is removed,
a four-lane surface street would be built along the central waterfront. WSDOT has
advanced the design of the proposed SR 99 bored tunnel to approximately 15 percent and
has pre-qualified four teams of interested contractors for the tunnel design-build contract.

Using the final design for the south end viaduct replacement and the current 15 percent
design/engineering plans for the proposed bored tunnel, WSDOT updated the cost
estimates for the SR 99 Alaskan Way Viaduct (AWV) replacement using an updated cost
assessment including elements of an enhanced Cost Estimate Validation Process
(CEVP®) based on extensive cost and risk workshops, value engineering and design

changes. The updated costs estimates for the key project components are:

Exhibit 2 — AWV Replacement Projects Cost Estimate by Element

Project 2009 Cost Estimate | 2010 Cost Estimate
(millions)* (millions)*

S. Holgate Street to S. King Street $537 $483
viaduct replacement
Other Moving Forward projects and $363 $345
prior expenditures
SR 99 proposed bored tunnel and $1,900 $1,960
systems
Alaskan Way surface street and viaduct $290 $290
removal
Central waterfront construction $30 $30
mitigation

Total Cost Estimate $3,120 $3,108

*All costs are rounded in year of expenditure dollars.

! Other “Moving Forward” projects include Yesler Way Vicinity Foundation Stabilization, Electrical Line
Relocation, Battery Street Tunnel Fire and Safety Improvements, and Transit Enhancements and other
Improvements.
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In January 2009, Governor Gregoire, former King County Executive Sims, former Seattle
Mayor Nickels and Port of Seattle Chief Executive Officer Tay Yoshitani agreed to
replace the aging Alaskan Way Viaduct with a deep bored tunnel. In addition to the
tunnel, the executives agreed to a program of investments, funded through state, local and
federal sources, that includes improvements to Alaskan Way and other city streets,
additional transit service and improvements to freight, bike and pedestrian pathways. At
that time, the Port of Seattle stated its intent to contribute $300 million toward the
replacement of the Alaskan Way Viaduct, to close the funding gap between $2.8 billion
in state funding and the $3.1 billion cost to replace SR 99 through downtown Seattle. The
port and state will enter into a memorandum of agreement to confirm the port’s funding
commitment in February 2010.

Can $400 million be raised by tolls?

WSDOT evaluated five scenarios to determine whether tolling could raise up to $400
million in funding for the replacement of the Alaskan Way Viaduct. These five scenarios
considered a range of toll rates which vary by time of day and direction of travel
according to a set schedule. Some of the scenarios would only toll the tunnel, while
others would toll the tunnel as well as trips using ramps in the portal areas to access
downtown.

The results of the analysis are:
e Three of the five scenarios could raise $400 million in toll funding. A fourth
scenario comes close.

e Tolls should be different in each direction during peak periods due to
directionality of traffic.

e Peak period tunnel toll rates could range from $2.75 to $5.00 in the year of
opening (2015 dollars) or from $2.30 to $4.20 in 2008 dollars, depending on the
scenario and direction of travel.

e A scenario charging a low toll rate during weekday peak periods, which would
minimize diversion from the tunnel, could contribute approximately $100 million
for construction funding.

How would the performance of the transportation system change with
tolls?

The combination of the proposed bored tunnel and an improved Alaskan Way surface
street would accommodate the future trips that use the Alaskan Way Viaduct today. The
surface street would primarily handle trips to and from downtown Seattle while the bored
tunnel would serve through trips.

If drivers were charged a toll to use the proposed bored tunnel, some drivers traveling
through downtown Seattle would seek alternative routes, especially during off-peak times
(midday, evenings and weekends). Some would use Alaskan Way, some would divert to
other city streets, and some would choose I-5.
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However, analysis of the transportation system in 2030 shows that tolling would result in
little or no change to travel times for trips to and through downtown Seattle. Due to the
little or no change to travel times, WSDOT is not recommending mitigation for diversion
from the tunnel, if a toll is charged.

Other key findings from the 2030 transportation analysis are:
e The majority of drivers in peak periods would use the tunnel even if it is tolled.
Of the peak period commute traffic that would use the tunnel if there were no toll,
69 to 81 percent would continue to use the tunnel with a toll rather than take city
streets or 1-5, which are congested during morning and evening commutes.

e During off-peak periods, drivers are more likely to divert. Of the off-peak period
traffic that would use the tunnel if there were no toll, 54 and 58 percent would
continue to use the tunnel with a toll.

e Many drivers who avoid the toll would choose to take an improved Alaskan Way,
rather than other city streets or 1-5, with the greatest percentage increase during
off-peak periods. Approximately 12,700 vehicles would use Alaskan Way during
off-peak periods if no toll were charged; between 18,550 and 19,050 would use it
if there were a medium or high tunnel toll rate.

e Assome drivers choose to take city streets or I-5 to avoid the tunnel toll during
peak periods, trips from Ballard to West Seattle on Alaskan Way would take two
to four minutes longer due to increased volumes; the same trip using Mercer
Street and the tunnel would be up to two minutes faster than if there was no toll.

e Volumes on I-5 would increase the most during off-peak periods if the proposed
bored tunnel is tolled. An expected vehicle volume of six percent would not
significantly change travel times because there is some capacity on I-5 during off-
peak periods.

What are the upcoming funding needs for the SR 99 Alaskan Way Viaduct
replacement?

The 2009 Washington State Legislature committed $2.8 billion toward the replacement of
the Alaskan Way Viaduct, including up to $400 million in funding from tolls. With this
funding commitment, WSDOT has the needed authorization for construction of the south
end viaduct replacement and to initiate the design-build contracting process for the
proposed bored tunnel. Subsequent tolling and bonding authority will be necessary. The
current project schedule assumes that bond authorization would be provided in 2011 and
that bonds would be issued starting in mid-2012 (fiscal year 2013). The financial graphic
in Exhibit 10 assumes that funding from the Port of Seattle will be received in 2016 and
2017. If this funding is received earlier in the replacement program, the financial plan
will be updated accordingly. When the Port of Seattle funding is received, the project will
need authorization to spend an additional $300 million.
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Chapter 1.
How much will the replacement of the SR 99 Alaskan Way Viaduct
cost?

The governor, WSDOT and the legislature are committed to delivering the SR 99
Alaskan Way Viaduct replacement within the $3.1 billion budget. The budget is based on
the $2.8 billion funding commitment from the state legislature and a $300 million
contribution from the Port of Seattle.

WSDOT updated the cost estimates for the Alaskan Way Viaduct replacement projects.
The team assessed costs by using an enhanced CEVP® process that included extensive
cost and risk workshops and iterative value engineering processes. The efficiencies and
improvements developed from the value engineering process are used to not only
improve function, but are also used to keep the replacement program within budget if
cost increases were to occur in other areas.

The 2010 cost estimate for the overall Alaskan Way Viaduct replacement remained
unchanged from late year’s estimate of $3.1 billion. The cost estimate for the proposed
bored tunnel project increased by approximately $60 million over the 2009 estimate.
However, cost savings realized on the S. Holgate Street to S. King Street Viaduct
Replacement Project (one of the Moving Forward projects) kept the total cost of the
viaduct replacement projects within the $3.1 billion budget. The 2010 cost estimate is
broken out by project or element and is summarized in Exhibit 3.

Exhibit 3 — Updated 2010 Alaskan Way Viaduct Replacement Projects Cost
Estimate by Element

Project Element Most Likely Cost (millions)®
S. Holgate Street to S. King Street viaduct replacement $483
Other Moving Forward projects and prior expenditures $345
SR 99 proposed bored tunnel and systems $1,960
Alaskan Way surface street and viaduct removal® $290
Central waterfront construction mitigation? $30
Total Replacement Cost Estimate $3,108

YAll costs are rounded in year of expenditure dollars.

“The cost estimates for the Alaskan Way surface street, viaduct removal, and construction mitigation have
not been updated. Additional design work and construction planning for these project elements will inform
future cost estimate updates.

What was the previous cost estimate to replace the SR 99 Alaskan Way
Viaduct?

When Governor Gregoire, former King County Executive Sims, and former Seattle
Mayor Nickels were evaluating potential options for replacing the Alaskan Way Viaduct
along the central waterfront, a preliminary cost estimate for the bored tunnel was
prepared in December 2008/January 2009. The executives also relied on previously
prepared estimates that established the costs of replacing the south mile of the viaduct,
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demolishing the structure along the waterfront, and re-constructing Alaskan Way. The
updated estimates are based on more advanced engineering plans.

Exhibit 4 — 2009 Alaskan Way Viaduct Replacement Projects Cost Estimate by
Element (Dec 2008/Jan 2009)

Project Element Most Likely Cost (millions)*
S. Holgate Street to S. King Street viaduct replacement $537
Other Moving Forward projects and prior expenditures $363
SR 99 proposed bored tunnel and systems $1,900
Alaskan Way surface street and viaduct removal $290
Central waterfront construction mitigation $30
Total Replacement Cost Estimate $3,120

*All costs are rounded in year of expenditure dollars.

What is the cost estimate for the SR 99 S. Holgate Street to S. King Street
Viaduct Replacement Project?

The S. Holgate Street to S. King Street Viaduct Replacement Project will replace the
south mile of the viaduct, near Seattle’s sport stadiums, with a side-by-side road with
three lanes in each direction and new access into and out of downtown Seattle. This
project is one of the Moving Forward projects, which were agreed to by the state, county
and city in early 2007.

Since the S. Holgate Street to S. King Street Viaduct Replacement Project is currently
being advertised to potential contractors, the updated cost estimate for this portion of the
Alaskan Way Viaduct replacement reflects the final project design. The reduction in the
estimate is largely due to the redesign of the crossing at S. Atlantic Street, which is now
designed to be an above-grade rather than a below-grade crossing. Like the previous
design, the overcrossing will improve freight mobility and reliability by providing an
alternate route over train tracks located on S. Atlantic Street. The new design is less
complex to build, and the components are less expensive to construct. In addition, this
new design allows for an integrated roadway connection between Alaskan Way and E.
Marginal Way, a connection that the old design did not allow.

Exhibit 5 — S. Holgate Street to S. King Street Viaduct Replacement Project Cost

Elements
2009 Cost Estimate | 2010 Updated Cost
(millions) | Estimate (millions)*
Construction $385 $330
Right of way costs $75 $63
Preliminary and final design $77 $90
Total $537 $483

*All costs are rounded in year of expenditure dollars.
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What is the cost estimate for the proposed SR 99 bored tunnel?

The 2010 cost estimate for the proposed bored tunnel is $1.96 billion, an approximately
$60 million increase from the 2009 cost estimate. Though the cost estimate for the
proposed tunnel increased, changes to the design have and will mitigate several
significant risks that were identified during the estimating process.

Changes have been made to the proposed bored tunnel and portals, including the
following:

e Moving the alignment of the tunnel’s south end to Alaskan Way instead of
through Pioneer Square on First Avenue. This change would avoid impacts to the
historic Pioneer Square Historic District, as well as impacts to individual historic
buildings, reduce the total number of buildings affected, reduce construction
difficulty and reduce traffic disruptions during construction.

e Moving the tunnel’s north portal under Sixth Avenue instead of Aurora Avenue.
This change would allow WSDOT to avoid complex and costly staging to keep
traffic moving on SR 99 during construction, reduce contractor conflicts, reduce
the right of way needs, and reduce the impacts to businesses along the affected
roadway.

e Changing the overall tunnel alignment. Shifting the north and south portals
allowed curves in the tunnel to be lessened, which would create a safer
environment for drivers.

The net rise in the tunnel cost is due primarily to the lengthening of the tunnel. The new
portal configurations resulted in an overall increase in length of 640 feet.

Exhibit 6 — 2010 Proposed Bored Tunnel Alignment
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Exhibit 7 — 2009 SR 99 Bored Tunnel Cost Estimate (Dec. 2008/Jan. 2009)

2009 Cost Estimate

(millions)*

Construction (including construction management) $1,062
Right of way $149
Preliminary and final design $118
Risk and escalation $571
Total $1,900

*Estimates reflect year of expenditure dollars.

Exhibit 8 — 2010 SR 99 Bored Tunnel Cost Estimate

2010 Cost Estimate

(millions)*

Construction (including construction management) $1,224
Right of way $152
Preliminary and final design $169
Risk and escalation $415
Total $1,960

*Estimates reflect year of expenditure dollars.
How was the bored tunnel cost estimate prepared?

An extensive and iterative six-month cost and risk assessment was undertaken to identify
the probable cost and schedule for the proposed SR 99 bored tunnel, north and south
access facilities and systems components. Both the base cost and the risk register were
continuously revised and updated during the six-month process. The assessment involved
a number of independent, highly-qualified subject-matter experts and cost estimators
experienced in tunnels, underground construction and megaproject delivery.
Additionally, as required by the legislature, independent tunnel engineering experts were
consulted and their comments considered in the development of the cost and risk
assessment.

How will the costs for the proposed bored tunnel be managed?

By engaging in a thorough cost assessment process, using independent experts, and
quantifying risk and risk-mitigation actions, WSDOT has a higher level of confidence
that the significant project costs and risks have been indentified. Since these risks are
better understood, they can be effectively and proactively managed. Strategies have been
developed to manage each of the identified risks, and as design advances, we will
continue to indentify, address, and retire risks, supplemented by the pre-qualified design-
build contractors. In addition, WSDOT will continue to make improvements in design,
and conduct additional value engineering workshops, allowing for more advanced
management of risks.
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What prior funds have already been expended?

WSDOT initiated work to replace the Alaskan Way Viaduct in 2001, including the
environmental process. Program expenditures, through June 30, 2009, total
approximately $325 million. This includes Moving Forward projects as well as the
following activities:

e Preliminary engineering, right of way purchases and construction of the first
phases of the S. Holgate to S. King Street Viaduct Replacement Project.

e Contributions to the City of Seattle’s Spokane Street Viaduct Project and a new
Fourth Avenue off-ramp on the structure.

e Environmental review, including publication of a draft environmental impact
statement (EIS) in 2004, supplemental draft EIS in 2006, and preparation of a
second supplemental draft EIS to be published in fall 2010.

e Engineering and design for previously considered alternatives, such as an elevated
structure, cut-and-cover tunnel and integrated elevated structure.

e Right of way purchases for property that would be required along the corridor,
regardless of the preferred alternative.

e Other improvements to minimize construction impacts.

What is the project schedule?
The following milestones were assumed in the 2010 cost estimate:

e Completion of column safety repairs and electrical line relocation projects

e Issue draft bored tunnel request for proposals to pre-qualified design-build teams
— February 2010

e Begin bridge and roadway construction on the S. Holgate Street to S. King Street
Viaduct Replacement Project — Summer 2010

e Announce apparent best value for SR 99 bored tunnel design-build contract —
January 2011

e Receive Record of Decision from the Federal Highways Administration (FHWA)
—mid- 2011

e S. Holgate Street to S. King Street Viaduct Replacement Project, including a
grade-separated crossing at S. Atlantic Street, open to traffic — Late 2014

e Open SR 99 bored tunnel to drivers — December 2015
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Chapter 2.
How much funding has been committed to replace the SR 99 Alaskan
Way Viaduct?

What funding has been provided by the state and federal government?

The cost to replace the Alaskan Way Viaduct has been estimated at $3.1 billion. As
outlined in ESSB 5768, the state’s contribution to the replacement program is capped at
$2.8 billion, with $2.4 billion already committed through existing state and federal
funding sources and up to $400 million assumed to be provided through tolling. The
committed federal and state funding sources include:

Exhibit 9 — Program Funding from State, Federal and Local Sources

State Sources Funding (millions)
2003 Gas Tax (Nickel Funding) $253.1
2005 Gas Tax (Transportation Partnership Program) $1,558.7
Multi-modal Transportation Funding $200.0
Motor Vehicle Fund Special C Account $47.4
Total State Committed Sources $2,059.2

Federal Sources Funding (millions)
National Highway of Significance * $7.5
Bridge Replacement (FY 2014-2017) $72.6
Emergency Relief $48.3
SAFETEA-LU “Project of Regional and National $199.3

Significance”

SAFETEA-LU High Priority Project $10.1
Federal Demonstration Project (Prior) $4.0
Total Federal Committed Sources $341.8

Local Sources Funding (millions)
All Local Sources** $6.5
Total Local Committed Sources $6.5
Total State, Federal, and Local Committed Sources $2,407.5

*Funding from the National Highway of Significance Program is paying for the installation of automated
closure gates on the Alaskan Way Viaduct.
**|_ocal sources include: City of Seattle and Private Utilities (betterments)

What funding has been committed by the Port of Seattle?

In January 2009 the Port of Seattle stated its intent to contribute $300 million in funding
toward the replacement of the Alaskan Way Viaduct. The port made this commitment
based on its support for options that maintain capacity in the SR 99 corridor. In addition,
the S. Holgate to S. King Street Viaduct Replacement Project will provide more reliable
connections between the port’s container terminals by building a grade-separated
crossing of SR 99 and the railroad tracks. The project will also improve connections
between the nearby interstate freeways and the port’s container terminals.
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The Port of Seattle is working with WSDOT to develop a memorandum of agreement
that outlines the benefits of the Alaskan Way Viaduct replacement projects to freight
mobility, the commitment of funding, and each agency’s responsibilities. The port
commission is expected to consider this memorandum of agreement for approval in
February 2010. It is expected that the majority of the port’s funding would become
available toward the end of the replacement program.

What is the remaining funding gap?

After the federal, state and Port of Seattle funded commitments to replace the Alaskan
Way Viaduct, there remains a $400 million funding gap. The 2009 Washington State
Legislature assumed that up to $400 million of the state’s $2.8 billion funding
commitment could be raised through tolls.

Both the amounts and timing of funds are important in determining a project’s financial
feasibility. It is necessary not only for the total funding to match the overall capital
expenditures, but also to ensure that timing of those sources of funds coincides with the
construction expenditure schedule. As part of this aging process, funding sources with
certain restrictions need to be matched with their appropriate uses.

Exhibit 10 illustrates the estimated timing of capital expenditures (black line) and the
timing of existing sources of funds (stacked bars) excluding tolls. The gap between the
black line and the stacked bars represents the funding gap for which the toll funding
contribution is targeted. Bonding authority in excess of $400 million will be required in
order to deliver $400 million in construction funding, pay for capitalized interest during
construction, and cover bond sale expenses.
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Exhibit 10 — Program Expenditures and Funding by Source
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Note: If funding from the Port of Seattle is received earlier than shown above, the financial plan and uses of those funds will be
updated accordingly.
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Exhibit 11 — Program Expenditures and Funding by Use
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Note: If funding from the Port of Seattle is received earlier than shown above, the financial plan and uses of those funds will be
updated accordingly.
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Chapter 3.

What tolling scenarios were analyzed?

Five toll scenarios were evaluated to determine if they could contribute up to $400
million in funding for the SR 99 Al