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COUNCIL AGENDA: 05-23-06 
ITEM: 6,4/ 

CAPITAL O F  SILICON VALLEY 

TO: HONORABLE MAYOR FROM: William F. Sherry, A.A.E. 
AND CITY COUNCIL Katy Allen 

SUBJECT: SEE BELOW DATE: 05-08-06 

Approved Date 

COUNCIL DISTRICT: Citywide 

SUBJECT: APPROVAL OF FINAL PROPOSER RANKING AND AUTHORIZATION 
TO NEGOTIATE THE DESIGN-BUILD CONTRACT FOR THE AIRPORT 
TERMINAL AREA IMPROVEMENT PROGRAM 

RECOMMENDATION 

Adoption of a resolution: 

(a) authorizing the City Manager to negotiate the design-build contract for the Airport 
Terminal Area Improvement Program with Bechtel Infrastructure Group. 

(b) authorizing the City Manager to terminate negotiations with Bechtel Infrastructure 
~ r o u ~  and to negotiate the design-build contract for the Airport Terminal Area 
Improvement Program with the proposers in the order of their ranking, in the event that 
the City Manager determines that the City and Bechtel Infrastructure Group cannot 
agree upon the terms of the design-build contract. 

CEQA: Resolutions No. 67380 and 7145 1, PP 06-022 

OUTCOME 

Council approval of the final ranking and authorization to staff to negotiate with the top ranked 
firm will allow the development of a design-build contract for the Airport Terminal Area 
Improvement Program. In the event the negotiations with the top ranked firm are not successful, 
negotiations will proceed with the remaining proposers in the order of their ranking. 
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EXECUTIVE SUMMARY 

On March 7,2006, Council authorized the advertisement of the Request for Proposals (RFP) for 
the Airport Terminal Area Improvement Program (TAIP). This RFP represents the first use of 
the City's Design-Build Ordinance. 

Four firms responded to the RFP. All firms met the minimum qualifications required to proceed 
in the process. A selection committee comprised of Airport stakeholders evaluated the 
proposals. The committee was comprised of four members of Senior Staff, and individuals from 
the South Bay Labor Council, Chamber of Commerce, an outside international airport executive 
and the airline industry. 

The process was coordinated with the Office of the City Auditor to ensure process integrity. All 
participants executed statements of conflict of interest. The City Attorney's Office and the 
Purchasing Division of the Finance Department also provided coordination and oversight. 

The selection panel evaluated the written proposals and then held interviews with the candidate 
firms. The selection panel unanimously ranked Bechtel Infrastructure Group as the No. 1 firm to 
implement the TAIP. 

Upon Council approval of the final ranking, staff will enter into negotiations with the top ranked 
firm to develop the contract for the airport TAIP. This contract will specify the schedule, cost 
and scope of the improvement program. In the event that the City Manager determines that the 
City and Bechtel Infrastructure Group cannot agree upon the terms of the design-build contract, 
staff recommends that Council authorize the City Manager to commence negotiations with the 
the lower ranked proposers in the order of their ranking. The current schedule provides for staff 
to return to Council on August 29,2006, for approval of the contract and to make a finding that 
the Design-Build procurement process will save money or result in faster project completion 
than if the City used a procurement process involving its normal competitive bidding procedures. 

BACKGROUND 

On March 2,2004, voters passed Measure D, which amended the City Charter to add a new 
exemption from the "bidding and award requirements for "design-build" contracts meeting 
certain requirements. 

On December 14,2004, Council approved an ordinance to implement Measure D. This 
ordinance establishes the process to be used for design-build projects. The process requires 
Council approval of a Request for Proposals (RFP) and the criteria and process by which the City 
shall select a design-build entity. 
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On November 15,2005, Council approved recommendations to proceed with a Terminal Area 
Improvement Program (TAIP) using a design-build project delivery method. Council further 
directed that outreach be conducted with the design-build stakeholder group to solicit input on 
the proposed FWP. 

On March 7,2006, Council made a preliminary finding that the cost of the proposed design-build 
contract for the TAIP is likely to exceed $5,000,000, and that the design-build procurement 
process is likely to result in faster project completion than if the City used a procurement process 
involving its normal competitive bidding process and authorized the advertisement of the FWP 
for the TAIP design-build project. 

The following project elements are included in the project for an estimated base project total of 
$320 million plus an approximate 10 percent program reserve: 

Modifications to existing Terminal A ($44 million) 
Temporary Passenger Processing Center for existing Terminal C ($9 million) 
Demolition of Terminal C - Phases 1 and 2 ($1 1 million) 
New Terminal B - Design of All Phases and Construction of Phase 1 ($143 million) 
Roadway Improvements and Parking Lot ($1 13 million) 

There are several projects that are on-going or will become active in the near future that are 
currently not elements of the TAIP design-build program. These projects will be subject to 
negotiation with the design builder for inclusion in the design-build contract. If the City deems 
that it can attain improved project delivery, lower project costs or increased and more effective 
project coordination by incorporating these projects into the design-build contract, staff will 
request that Council consider the inclusion of these projects in the final contract to be presented 
for Council approval in August 2006 or as future options. The specific work scope to be 
negotiated with the design builder for each of these projects will be based on the status of the 
project and the specific work effort that best supports the program schedule and budget for 
completion of the total Airport development program. 

The estimated total of the optional projects is $392 million. The total possible value of the TAIP 
is $712 million, which will serve the Airport's needs in 2010. This budget is consistent with the 
overall $1.5 billion program outlined to Council in November 2005. The remainder of the 
program would be demand driven and would allow for Airport growth to the projected passenger 
demand in 2 0 1 7. 

The FWP identifies a milestone for completion of all work by first quarter 20 10 and also interim 
milestones to set targets for the design builder for specific project elements. It is important to 
note that one of the products of the collaborative workshop session held with stakeholders in 
September 2005 in which the TAIP Airport development program was redefined and re- 
programmed was a commitment by all stakeholders to proceed within an expedited 
implementation schedule. Therefore, achievement of these milestones is predicated on 



HONORABLE MAYOR AND CITY COUNCIL 
05-08-06 
Subject: Approval of Final Proposer Ranking and Authorization to Negotiate the Design-Build Contract for 
the Airport Terminal Area Improvement Program 
Page 4 

developing and awarding a design-build contract within the timeframe listed below. 

On November 15,2005, Council approved a general schedule leading to award of a contract in 
August 2006. Based on that action, staff has developed a more specific schedule to move 
through the RFP process. As of today, each milestone has been met and the process is on 
schedule. 

March 7 Approval of the RFP and Advertisement 
April 18 Proposals Due to City 
April 19-28 Evaluation of Proposals and Interviews 
May23 Council Authorization to Negotiate 
June and July Contract Negotiations 
August 29 Council Award of Contract 

The schedule for completing the selection process is aggressive and this Council action is the 
second of three actions mandated under the Design-Build Ordinance. The final remaining 
mandate is scheduled for August 2006 when Council will be asked to make a finding that the 
Design-Build procurement process will save money or result in faster project completion than if 
the City used a procurement process involving its normal competitive bidding procedures and 
approve the design-build contract. 

ANALYSIS 

Selection Process and Results 

The RFP followed the City of San JosC procurement process in terms of format and 
requirements. The design-build process approved by voters and the corresponding RFP being 
utilized to solicit proposals allows the use of "qualification" based selection criteria. The FWP 
described the selection process to be used, the information required of proposers, minimum 
qualifications of proposers, a description of the program, and the necessary forms for submitting 
a proposal. Proposers were required to submit information relative to their financial ability to 
complete the project, safety record, experience with design-build and working at an airport, and 
their approach to this particular project. 

The following entities submitted proposals for the TAIP: 

Austin Commercial 
Bechtel Infrastructure Group 
Hensel Phelps Construction 
Turner-Devcon Joint Venture 
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The proposals were initially screened to determine if the firms met the "Minimum 
Qualifications" of the RFP. The Minimum Qualifications consist of several "key" qualification 
elements that are critical and that are intended to establish a viable pool of entities that have the 
resources, experience and technical capabilities to undertake the TAIP. These elements reflect 
themselves either as Minimum Qualifications in the RFP or as informational and reference 
submittals mandated by the RFP. Key elements include: 

A bonding capacity of at least $240 million. 
Completion of a design-build project within the last ten years with a contract value 
greater than $75 million. 
Completion of a design or construction project with a value greater than $75 million in an 
Airport environment similar to Norman Y. Mineta San JosC International Airport. 
Ability to meet all insurance mandates as dictated by the RFP. 
Restriction of prime and joint venture partners to participation in only one RFP submittal. 
Ability to meet the financial capabilities dictated by the project. 
Commitment to develop and adhere to a labor peace plan. 
The City's small and local business preference. 
Demonstrated awareness and commitment to the City's organizational goals, policies and 
codes. 

The initial screening was performed by technical evaluators and resulted in the determination 
that all firms met the minimum qualifications. Concurrent with this screening, an evaluation 
committee was convened to evaluate the proposals. The committee consisted of the following 
members: 

1 I ~xecutive Director 1 

Name 
Katy Allen 

Marvin Bamberg 

1 Dave Maas I City of San JosCIDeputy I 

RepresentsPosition 

City of San JosCIDirector of 
Public Works 
Chamber of Commerce1 
Bamberg Associates 

Transportation 
Phaedra Ellis-Lamkins South Bay Labor Council/ 

Aviation 
Seattle-Tacoma 
Aimort/De~utv Director 

Bill Sherry 

Steve Swanson AirlinesIAvAirPros 

Director of Aviation 
City of San JoseIDirector of 
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The proposals were evaluated in accordance with the point scale advertised in the RFP. The 
specific selection criteria against which proposals were evaluated is summarized below: 

Project Specific Approach (25%) 
Delivery of Quality Projects on Time and within Budget (25%) 
Experience (20%) 
Strategy for Stakeholder Participation (10%) 
Adherence to and Commitment to City's Organizational Goals, Policies, and Codes (5%) 
Labor Peace Plan (5%) 
Small and Local Business Preference (1 0%) 

The committee evaluated proposals in the scores to determine the outcome. First the written 
proposals were evaluated individually and discussed in a formal moderated discussion. Then the 
firms presented their proposals in an interview. The firms were ranked in accordance with the 
approved evaluation criteria shown above. 

The final rankings based on the committee scoring is: 

Bechtel Infrastructure Group was unanimously ranked first among the panel members. While all 
firms were well qualified, Bechtel distinguished itself from the other proposers in the areas of 
Experience, Project Specific Approach, and Quality Projects on Time and Within Budget. In 
addition, Bechtel brought a highly experienced team to the project. Their team consists of a 
Project Executive who has worked extensively at Los Angeles International Airport, and three 
project managers with strong fiscal, design and construction experience. Bechtel presented a 
plan to utilize local labor and voluntarily committed to execute a Project Labor Agreement with 
local trade unions. 

Proposer 
Bechtel Infrastructure Group 
Hensel Phelps Construction 
Turner-Devcon Joint Venture 
Austin Commercial 

Bechtel, based in San Francisco, is one of the world's premier engineering, construction, and 
project management companies. Bechtel has completed more than 22,000 projects in 140 
countries, including the Hoover Dam, the Channel Tunnel, Hong Kong International Airport, and 
the San Francisco Bay Area Rapid Transit (BART) system. In 2004 and 2005 Bechtel was rated 
the number one design-builder in the world based on revenue by the Engineering News Record. 
Bechtel's recent Airport work has included, John F. Kennedy International Airport, King Khaled 
International Airport in Saudi Arabia, Boston Logan International Airport, and Ontario 
International Airport. 

Score 
72.86 
65.83 
65.01 
47.06 

Point Difference 
nla 
7.03 
7.85 

25.80 
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The Design-Build Ordinance and the RFP allow proposers an opportunity to object to this 
recommendation. The Director of Public Works has notified all proposers in writing of this 
recommendation by providing them a copy of this memorandum. Pursuant to this procedure, any 
proposer may submit to the Director of Public Works a written statement setting forth any 
objections to this recommendation on or before five working days following the date of the 
notice to the proposers. Should any objections to this recommendation be submitted to the 
Director of Public Works prior to May 23,2006, a supplemental staff report will be prepared 
describing the outcome of this process. 

Compliance With Local Preference Ordinance 

The City's Local Preference Ordinance for professional service contracts where price is not the 
determinative factor allows proposers to receive five-point credit if they are local. Local 
business enterprises that also qualify as small business enterprises are to be given an additional 
credit equal to five points of the total points used to determine the most advantageous proposal to 
the City. The Local Preference Ordinance applies to the RFP, because the TAIP Design-Build 
Project includes professional design services. 

Three of the four proposers qualified for the local business preference. None of the proposers 
qualified as small. Consequently, five points were added to the scores of the local proposers. In 
this case, the five points did not change the outcome of the evaluation process. 

Process Intemitv 

Representatives from the Airport, Public Works, City Attorney's Office, Finance and the City 
Manager's Office have collaboratively worked to develop a process that is fair and transparent. 
The RFP was prepared in conformance with the Design Build Ordinance. In addition, the RFP 
process followed new guidelines set forth by the Finance Department. The City's Chief 
Purchasing Officer was engaged in the preparation of the scoring criteria and moderated the 
interview process. All participants in the preparation, review and scoring of the RFP have signed 
conflict of interest statements. 

In addition, this RFP was coordinated with the City Auditor's Office. The Auditor's Office 
reviewed the RFP for adherence to best practices and made several suggestions regarding the 
process outlined in the RFP. In addition, the Auditor's Office reviewed staffs analysis of 
proposer's minimum qualifications as well as the tabulation of the proposal review and oral 
interview scores. The City Auditor's Office did not participate in or monitor the evaluation 
process, thus could not render an opinion on the evaluation process. Auditor recommendations 
were incorporated into the RFP and all Auditor comments have been addressed. We should note 
that the City Auditor's Office participation was in an advisory capacity only. 
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Contract Negotiation Process 

The basis for the Design-Build Contract is the exemplar agreement that was included in the RFP. 
Staff will negotiate the price for the design of the TAIP using Basis of Design documents 
currently being prepared by staff. In August, Council will consider approval of the $320 million 
base project based on the negotiated terms and a "not to exceed" fixed or lump sum price for the 
design component of the Project. After Contract approval, staff and the design-build entity will 
engage in an on-going design effort with design documents to be delivered at 30 percent, 60 
percent and possibly 100 percent completion. The City will have the option at each design 
submittal to accept and negotiate a lump sum cost or a guaranteed maximum price (GMP) to be 
proposed by the design-build entity, inclusive of the design-build entity's management fee for 
completion of design and construction of each project element. 

In summary the proposed contract structure can be divided into three components: 

An initial negotiated fee to commence design services with a "not to exceed" limitation. 
An on-going design effort with design documents to be delivered at 30 percent, 60 
percent and possibly 100 percent completion with the option for the City to accept and 
negotiate a lump sum cost or a guaranteed maximum price (GMP) inclusive of the 
contractor's management fee for completion of design and construction of each project 
element. 
Aggregation of the lump sum or the GMP's for completion of design and construction of 
each of the individual project components will lead to a final lump sum or GMP for the 
total TAIP. 

Included in this structure will be performance bonds, payment bonds, warranty bonds and project 
insurance as deemed required or mandated by Municipal Code. If the City and contractor cannot 
reach agreement on price for any project component at any stage, the City can complete the 
remaining portion of the design for that project component and publicly bid and manage the 
project component. 

Contract provisions setting out the schedule for design development and sequencing of projects 
will also be negotiated during this period, and information regarding these contract provisions 
will be presented to Council in the memorandum for the Contract approval in August. 

Contracting In 

The City has adopted a policy to ensure that "contracting in" analysis is conducted prior to 
outsourcing work. During development of the Design-Build Ordinance, Council gave direction 
to staff to work closely with City employee unions on the preparation of the analysis to ensure 
the appropriateness of the work that was being outsourced. Staff is now beginning work on a 
staffing analysis;.however, details of the analysis are dependent on the final contract with the 
selected firm and the schedule for completion of the work. It is anticipated that the contracting 
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in analysis will be completed in conjunction with negotiations with the design-build firm, and 
will be included as part of the Council action to award the contract. In the meantime, staff will 
continue to work with interested employee unions and continue the dialogue relative to 
opportunities the design-build initiative may create. 

ALTERNATIVES 

Not applicable. 

PUBLIC OUTREACH 

Extensive public outreach was performed during the preparation of the RFP. Parties engaged 
were likely design-build proposers and subcontractors, designers and businesses that could 
contribute to the project. All public outreach that took place during the preparation of the RFP 
was conducted in public outreach meetings that were open to all interested participants. This 
effort specifically included the following elements: 

Development of website for central information dissemination 
Questions could be submitted via the webpage or the outreach meetings 

During the advertisement period, a pre-proposal conference was held and 66 parties attended 
representing 44 firms. Questions were recorded and answers were posted on the website. A 
portion of the preproposal conference was used to tour the Airport with potential proposers. As a 
result of the public input, the RFP was modified through the use of four addenda. These addenda 
clarified the project and changed some project requirements. 

COORDINATION 

This memorandum has been coordinated with the Departments of Finance and Transportation, 
the City Attorney's Office, the City Manager's Budget Office and the Office of the City Auditor. 

COST IMPLICATIONS 

On November 15,2005, Council approved revisions to the Airport's development plan to allow 
for approximately $1.5 billion in improvements that will be constructed through the year 2017. 
The anticipated base contract value for this design-build work is approximately $320 million, 
and is consistent with the program that Council approved. The design-build finding and issuance 
of the RFP do not have direct cost implications since they merely facilitate the selection process. 
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MASTER PLAN CONSISTENCY STATEMENT 

On November 15,2005, council approved revisions to the Airport's master plan program to size 
the program to meet current economic realities and the latest forecast of demand. Staff is in the 
process of developing formal master plan amendments, which will be brought to the Council for 
approval in late spring. Award of the contract to construct the revised improvements will not 
occur until late August, after the master plan amendments are to be submitted to Council for 
approval. 

CEQA 

CEQA: Resolutions No. 67380 and 7145 1, PP 06-022 

6 + ~  
KATY ALLEN 
Director, Public Works Department Director of Aviatio 

Airport lie/ 
For questions please contact KATY ALLEN, PUBLIC WORKS DIRECTOR, at (408) 535-8300. 




