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SUBJECT:	 TENANT REQUESTED REIMBURSABLE MODIFICATIONS AND 
RELATED CONSTRUCTION CHANGE ORDERS TO THE TERMINAL 
AREA IMPROVEMENT PROGRAM DESIGN-BUILD CONTRACT 

RECOMMENDATION 

Adoption of a resolution: 

(a) Authorizing the City Manager to negotiate and execute Project Funding Agreements with 
Airport tenants for the purpose ofproviding them with the option of incorporating improvements 
above and beyond the current scope of work and budgeted costs of the Airport Terminal Area 
Improvement Program (TAIP), in an amount to be paid by the tenant not to exceed $2,000,000 
for anyone agreement; and 

(b) Authorizing the City Manager to negotiate and execute Change Orders to the Design-Build 
Contract with Hensel Phelps Construction Co. (Hensel Phelps) to incorporate the cost of the 
improvements outlined in the Project Funding Agreements, in an amount not to exceed 
$2,000,000 for anyone Change Order. 

OUTCOME 

Approval ofthe proposed resolution will enable the City to implement tenant requested 
reimbursable modifications to the TAIP and related projects in an efficient and expeditious 
manner. 
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BACKGROUND 

On November 15,2005, Council approved recommendations to proceed with the TAIP using a 
design-build contractor. On October 17,2006 Hensel Phelps was approved by Council as the 
contractor and specific limitations on the value ofthe contract were fixed. Building, finishes, and 
equipment standards have been established under the contract which some tenants have asked to 
modify for their benefit. The tenants have expressed an interest in having the City make changes 
on their behalf to preferentially leased holdrooms, ticket counters, operations offices, baggage 
handling systems, and other exclusively and preferentially leased space. These modifications 
could encompass changes to heating, ventilation and air conditioning systems, utilities and other 
infrastructure systems, material finishes, and equipment to be used in their day to day operations. 
Costs associated with such improvements would then be reimbursed by the tenant in accordance 
with a written agreement between the City and the tenant. 

ANALYSIS 

To avoid an adverse impact to the TAlP implementation schedule, requested tenant changes must 
be done quickly and efficiently. The proposed resolution authorizes the City Manager to 
negotiate and execute agreements for these improvements and eliminates the need to take each 
agreement to Council. Review and approval as to form of each agreement will remain with the 
City Attorney's Office. Tenant funding agreements and change orders will each be in an amount 
not to exceed $2,000,000. The City will invoice the tenant in full for the work performed by 
Hensel Phelps and also the costs incurred by the City for coordinating the work on their behalf. 
Ownership of improvements and any City buyout of unamortized improvement costs upon early 
termination will be subject to the terms ofthe tenant's operating agreement or lease. 

This proposed resolution is consistent with the Airport's objective ofmeeting its goal to 
complete new Airport facilities in accordance with the current schedule. It also provides for 
tenants to have changes made on their behalf that will improve their operations and overall 
satisfaction with the final TAlP product, will reduce their cost to have these changes made by a 
third-party contractor, and ensures the City that improvements are done by the TAlP contractor. 

EVALUATION AND FOLLOW-UP 

The Director of Aviation will be responsible for implementation of these actions and, in 
coordination with the City Manager's Office, shall render overall supervision of the progress and 
performance of this program. Any agreements or change orders under $2 million will be 
reported in the TAIP Quarterly Report submitted to the Transportation and Environment 
Committee (T&E). 
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POLICY ALTERNATIVES 

Alternative #1: Staff can process Project Funding Agreements of tenant requested building
 
changes and improvements, preparing change orders on a case-by-case basis. Council approval
 
would be required for each Project Funding Agreement and change order.
 

Pros: Council will be specifically informed as to every building change or improvement that is
 
planned on behalf of an Airport tenant, and the amount to be reimbursed by the tenant, regardless
 
of the dollar amount of the improvement.
 
Cons: The Council approval process increases the time to complete an agreement by a
 
minimum of four weeks.
 
Cons: It takes valuable staff time to process each agreement and valuable Council time to
 
consider these individual changes.
 
Cons: Processing time may result in a project delay or increased cost to a tenant.
 

PUBLIC OUTREACH/INTEREST 

o	 Criterion 1: Requires Council action on the use of public funds equal to $1 million or 
greater. (Required: Website Posting) 

o	 Criterion 2: Adoption of a new or revised' policy that may have implications for public 
health, safety, quality of life, or financial/economic vitality of the City. (Required: E
mail and Website Posting) 

o	 Criterion 3: Consideration of proposed changes to service delivery, programs, staffing 
that may have impacts to community services and have been identified by staff, Council 
or a Community group that requires special outreach). (Required: E-mail, Website 
Posting, Community Meetings, Notice in appropriate newspapers) 

This item meets the above criteria requiring additional notification and it will be posted on the 
City's Council Agenda Website for the October 2,2007 Council Meeting. 

COORDINATION 

This item has been coordinated with the City Attorney's Office, City Manager's Budget Office, 
and the Planning, Building and Code Enforcement Department. 

COST IMPLICATIONS 

None. 
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CEQA 

Resolution Nos. 67380 and 71451, PP 07-182. 

For questions please contact William Sherry, Director of Aviation, 501-7670. 




