REPORT

from

OFFICE OF THE CITY ADMINISTRATIVE OFFICER
Date:

April 6, 2016

CAO File No.

0220-04950-0002

Council File No.
Council District:

14-1573
14

To:

The Council
The Mayor

From:

Miguel A. Santana, City Administrative Officer

Subject:

ASPHALT PLANT 1 REPLACEMENT AND MODERNIZATION PROJECT
REQUEST FOR MUNICIPAL IMPROVEMENT CORPORATION OF LOS
ANGELES (MICLA) AUTHORITY

SUMMARY
This Office is requesting approval of an additional $28 million in Municipal Improvement
Corporation of Los Angeles (MICLA) financing for the Asphalt Plant 1 Replacement and
Modernization Project (Project) located at 2484 East Olympic Boulevard. In the 2006-07 Adopted
Budget, the Council and the Mayor authorized $10 million in MICLA financing for the retrofit of
Asphalt Plant 1. On June 13, 2013, Council reauthorized the use of these funds through the
2012-13 Fourth Construction Projects Report (C.F. 12-1409-S4).
On March 2, 2016, the Board of Public Works received bids for the Project. At its meeting of
March 31, 2016, the Municipal Facilities Committee (MFC) approved the recommendations
contained in a Bureau of Engineering (BOE) report dated March 31, 2016, regarding the Project
scope, construction schedule with an estimated completion date of August 2018, and budget of
$38 million (Attachment A). This matter is hereby transmitted for Council consideration. An
additional $28 million in MICLA financing is recommended to fully fund the Project.
It should be noted that the BOE report included a recommendation to authorize the Department of
General Services (GSD) to negotiate a long-term lease for the parking lot adjacent to Asphalt
Plant 1. This property is currently being used by the City plant operations on a month-to-month
arrangement. The new plant will not require this property to operate the plant, but continuing to
have control of the property may increase operating efficiency. GSD will report back to the MFC,
and subsequently to Council, on proposed lease terms.
The Project will replace and modernize the existing Bureau of Street Services (BSS) facility into a
new highly efficient plant which is anticipated to increase the recycled asphalt pavement usage
from 7.5 percent to 50 percent usage. According to the GSD Standards Division, the structural
integrity of the asphalt pavement is improved when recycled asphalt pavement is used in the
asphalt mix. This facility will also significantly reduce oil/natural gas usage and the City’s
dependence on having to purchase asphalt. The project is anticipated to be awarded by the end
of June 2016, with Design/Build Construction anticipated to be completed in August 2018. A four
month commissioning period will be required upon completion of construction.
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RECOMMENDATIONS
That the Council, subject to the approval of the Mayor:
1. Approve a project budget of $38 million for the Asphalt Plant 1 Replacement and
Modernization Project;
2. Approve a construction completion date of August 2018;
3. Approve additional MICLA funding authority in an amount not to exceed $28 million, for a
total MICLA funding authority of $38 million, for the Asphalt Plant 1 Replacement and
Modernization Project;
4. Authorize the Controller to increase appropriation within MICLA Fund 298, Department 50,
Account No 50LTAP, Account Name Asphalt Plant No. 1 Project, in the amount of $28
million, in order to implement Recommendation 3 above; and,
5. Authorize the City Administrative Officer to make technical corrections as necessary to the
transactions included in this report to implement Mayor and Council intentions.
FISCAL IMPACT STATEMENT
The total issuance of $38 million in MICLA will be an obligation of the General Fund. The
estimated annual debt service is $3.01 million over 20 years.
DEBT IMPACT STATEMENT
The issuance of MICLA bonds is a General Fund obligation. The authorization of MICLA financing
will cause the City to borrow approximately $38 million (includes project cost and costs of
issuance) at a 5 percent interest rate. The total estimated debt service is $60.2 million which
includes the borrowing amount and interest ($23 million). During the life of the bonds, the
estimated average annual debt service is $3.01 million over 20 years.
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BACKGROUND
Since 1947, the BSS has operated Asphalt Plant 1 at 2484 East Olympic Boulevard. The site is
approximately two acres and is located in an industrial area south of downtown. The existing
plant uses “batch" hot mix asphalt technology and is permitted to produce up to 584,000 tons per
year, but its production capacity is approximately 175,000 tons per year. The asphalt mix is
currently used by BSS for new pavement construction and general street maintenance.
In the 2006-07 Adopted Budget, the Council and the Mayor authorized $10 million in MICLA
financing for the retrofit of Asphalt Plant 1. On June 13, 2013, Council reauthorized the use of
these funds through the 2012-13 Fourth Construction Projects Report (C.F. 12-1409-S4). The
2014-15 Adopted Budget included instructions to BSS, BOE, and this Office to provide a report to
Mayor and Council on the potential retrofit of Asphalt Plant 1. In November 2014, Council District
15 introduced a motion instructing this Office and the Department of Public Works to report on a
timeline and process for retrofitting Asphalt Plant 1 (C.F. 14-1573).
In March 2015, BOE hired CH2M Hill consultants to prepare the 30 percent design document
which would be used as the bridging document for the bid and award process to select the lowest
responsive and responsible design-build general contractor. On May 26, 2015, in response to the
motion, this Office provided an update on the status of the project, as well as the proposed
design-build project delivery and timeline for completion of the project.
The Project will replace and modernize the existing facility utilizing the latest “drum” mix
technology to produce asphalt at a rate of up to 700,000 tons per year. To reduce the City’s
consumption of raw materials, the replacement plant will be designed to use 50 percent recycled
asphalt pavement materials in the final product. The area of the City covered by Asphalt Plant 1
requires approximately 600,000 tons of asphalt per year. Of that, 175,000 tons is produced
through the existing Asphalt Plant 1 and the remainder is acquired through third-party asphalt
vendors. The overall cost to the City for the production and acquisition of asphalt is approximately
$46 per ton, or $28 million annually for 600,000 tons of asphalt. The new Asphalt Plant will
increase its production capacity from 175,000 tons to 700,000 tons of asphalt per year. In this
scenario, it would cost the City approximately $34 per ton, or $20 million annually to produce
600,000 tons of asphalt. This is a savings of approximately $8 million annually, and also reduces
the City’s dependence on third-party vendors for asphalt. By using third-party vendors, the City
has sometimes experienced delays in acquiring sufficient asphalt for its operations due to the
inability of third-party vendors meet the City’s high demand for asphalt. It should be noted that the
increased production capacity will also allow the City to continue its asphalt operations even if the
other Asphalt Plant is being maintained. Currently, if one of the City’s two Asphalt Plants is down
for maintenance, the entire operation at the Asphalt Plant being maintained is shut down for that
period of time.
On December 11, 2015, the Project was advertised as a design-build project. On March 2, 2016,
bids were received on the project. The Office of Contract Compliance is in the process of
evaluating all bids to determine the lowest responsive and responsible bidder. The proposed
Project budget, based on the lowest bid received, is as follows:
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Contractor’s Bid:
Add Alternates:
Consultant Fee:
Project Contingency:
Total Cost:

$30,565,000
$508,000
$2,500,000
$4,427,000
$38,000,000

The proposed Project schedule is as follows:
______________ Activity
CEQA Process/Certification
Bid and Award
Design/Build Construction
Commissioning

MAS:REM:06160098

Attachments

Scheduled Completion
May 2016
June 2016
August 2018
December 2018
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Attachment A
UbN KORM ] 60 (Rev 6-SU)

CITY OF LOS ANGELES
INTER-DEPARTMENTAL CORRESPONDENCE

Date:

March 31, 2016

To:

Municipal Facilities Committee

From:

Mahmood Karimzadeh, AIA
Municipal Facilities Program Manager
Bureau of Engineering

Subject:

ASPHALT PLANT NO. 1 REPLACEMENT AND MODERNIZATION,
COMMITTEE MEETING MARCH 31, 2016

It is recommended that the MFC:
1. Approve the Project Budget of $38 M.
2. Approve the scheduled completion date of July 31, 2018.
3. Authorize the General Services Department to negotiate a long term lease, with
options, with the Southern California Gas Company for the 1-acre parcel located
south of the Asphalt Plant No. 1, and report back to the Committee.
Coundlmember Huizar, CD 14
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The City of Los Angeles, Bureau of Street Services (BSS) has j
operated Asphalt Plant No. 1 at its current location, 2484 E.
Olympic Boulevard, Los Angeles, CA 90021, since 1947. The
Asphalt Plant No. 1 site is approximately 2 acres and is located in
an industrial area south of downtown Los Angeles. The plant is
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adjacent to the Los Angeles River channel and the AMTRAK
railroad tracks. The site is accessed via a frontage road
immediately south of and parallel to Olympic Boulevard. In addition
to the City-owned Asphalt Plant No. 1 facility, the BSS is currently
leasing a 1-acre site, located along the southern border of the Cityowned AsphalttPlant Noh 1 site, from the Southern California Gas
Company. At the present time, the leased property is being used
for material storage and truck parking. The BSS plans to continue
using the leased property in a similar manner throughout the
Asphalt Plan! No. 1’s operation. In terms of operation, the current
I plant uses “batch” hot mix asphalt (HMA) technology, is permitted
to produce up to 584,000 tons per year, and has a production
capacity of approximately 175,000 tons of product per year. The
HMA currently produced is used by the BSS for new pavement
construction and general street maintenance. Since 1947, Asphalt
Plant No. 1 has maintained the same operation and no upgrades
have been made to the plant.

2.

Scope
i

i

The project will replace and modernize the existing BSS asphalt
plant facility utilizing the latest “drum” mix technology to produce
HMA at a production rate of up to 700,000 tons per year, or 400
tons per hour. To reduce the City’s consumption of raw materials,
the replacement plant will be designed to use 50 percent recycled
asphalt pavement materials in the final product. The higher
production of HMA will reduce the City's dependence on outside
HMA vendors for new pavement construction and general street
maintenance.
Drum plants are smaller requiring less space, less energy, less
effort to operate, on the other hand, the batch plants are not
continuous liks drum plants and are designed to produce a
specific amount.
The design-build method of projact delivery is being used to
construct the new Asphalt Plant No. 1. The existing plant will be
completely demolished and the site re-graded for proper drainage.
The new plant will include the various asphalt equipment
necessary to meet the specified production rate while complying
with all South Coast Air Quality Management District emission
requirements. In addition to the asphalt production equipment the
new plant will also include the following elements:
*

One-story administration and maintenance building.

■

Fuel island and dispensers retrofit.

■

Low impact facility lighting.

*

Recycled asphalt storage and handling area.

■

Low Impact Development Best Management Practices to
mitigate the impacts of pollution due to storm water runoff.

*

Trees planted along the perimeter of the facility.

-

Utility upgrades.
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*

Asphalt and concrete pavement.

■ 1% Art fee to be Implemented based on construction cost.

3.

Leased
Property

i The City leases a 1-acre parcel from Southern California Gas (SCG),

located adjacent to the City’s Asphalt Plant No. 1 south property line.
The property is approximately 1-acre in area. The leased property Is
currently being used for a truck parking and staging area, and Is
necessary for efficient operations of the asphalt plant and the loading
and staging of asphalt trucks.

The original lease expired in 1989, and the City has been renting this
property on a month to month basis since that date. SCG raised the
monthly rent from $4,720 to $14,000 effective June 1, 2013. Because the
leased property is essential to the efficient operations of the asphalt
plant, a long term lease would help to stabilize the price the City pays on
an annual basis to SCG.
Staff Is exploring the possibility of purchasing this property- However,
because there are some environmental issues involved with the SCG
property, additional research is required to ensure that the purchase
would be in the best interest of the City before a recommendation can be
made.

I

4.

Budget

The project budget based on the lowest bid (Papich Construction Co.)
received on March 2, 2016:
Contractor’s Bid =

$ 30,565,000

Add Alternate -Emission Levels
Above AQMO Standards =
Add Alternate - Dry Wei I System =
Consultant Fee e

$

325,000

$

183,000

$ 2,500,000

Contingency =

$ 4.427.000

Total Project Cost

$ 38,000,000

I
Note: The Office of Contract Compliance is evaluating all the bids to
determine the lowest responsible and reaponaive bidder. The second
lowest bidder, S. J. Amoroso Construction Co., bid in the amount of
$35,477,000. The third lowest bidder was by Kiewit Infrastructure West
Co.

i
I
1

5.

Funding
I

$10,000,000 was originally allocated in MICLA funding for Fiscal Year
2006/07 budget, then it was authorized through the 2012/13, 4th
Construction Projects Report.
Note: $1,800,000 of the $10,000,000 above (in MICLA funds) has been
encumbered for consultant’s fees (CH2M Hill) for the preparation of the
30% Bridging Document for the Asphalt Plant No. 1 project.
Additional funding of $28,000,000 is required to complete the Asphalt
| Plant No. 1 project.

i

E

A funding of $8,400,000 will be adequate for Fiscal Year 15/16 for the
award of the project. The funds in the amount of $20,000,000 Is required
for Fiscal Year 16/17 and an additional $9,600,000 will be required in
Fiscal Year 17/16 for the total amount of $38,000,000
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6.

Preliminary

Activity

Start

Finish

Pre Design

03/20/14

03/20/15

Design/Build Bridging Documents

03/20/15

11/20/15

CEQA Process / Certification

07/01/15

05/30/16

Schedule
-Approval from; Tra’nsp, Committee

i
[

Bid and Award

11/20/15

06/30/16

Design / Build Construction

06/30/16

08/30/18

Commissioning

09/01/18

12/30/18

I

7. j Key Issues

i CEQA Certification by Council
Approval of Project Funding

Attachments
MK/OA:ab
Q:\Admin\Typed Documents\2016\MFC Report 2016-3-24 Asphalt Plant No. 1
cc:

i
i

Matt Szabo, Office of the Mayor
Greg Good, Office of the Mayor
Ted Bardacke, Office of the Mayor
Emmett Me Osker, Office of the Mayor
John Chavez, Office of the Mayor
Alma Guerrero, Office of the Mayor
Nate Hayward, Office of Councilmember Huizar, CD 14
Paul Habib, Office of CounciImember Huizar, CD 14
Stephanie Magnien, Councilmember Blumenfield, CD3
Ramon Soto, City Administrative Officer
Maria Cardenas, City Administrative Officer
David Hirano, City Administrative Officer
Raoul Mendoza, City Administrative Office
Cheryl Banares, Crty Legislative Analyst
Mafias Farfan, City Legislative Analyst
Paul Smith, City Legislative Analyst
Deborah Weintraub, Bureau of Engineering
Reza Bagherzadeh, Bureau of Engineering
Paul Young, Bureau of Engineering
Herbert Guevara, Bureau of Engineering . t
Candice Arnold, Bureau of Engineering
Karen Oacres, Bureau of Engineenng
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