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SUBJECT: ACTIONS RELATED TO BIDS FOR THE INSTALLATION OF
POTABLE AND NON-POTABLE WATER SERVICES AND MAINS: 2009-
2010 PROJECT

RECOMMENDATION

(a) Reject all bids for the Installation of Potable and Non-Potable Water Services and Mains:
2009-2010 project.

(b) Adopt a resolution authorizing the Director of Public Works to:

Award the contract for the Installation of Potable and Non-Potable Water Services
and Mains: 2009-2010 project to the lowest responsive and responsible bidder in
an amount not to exceed $726,000; and

Decide any timely bid protest(s), make the City’s final determination as to the
lowest responsive and responsible bidder, or to reject all bids and re-bid the
project.

OUTCOME

Rejecting all bids will enable staff to revise the Project Specifications to clarify bidding
requirements for labor costs to ensure that unit prices bid for a particular labor classification are
no less than the highest prevailing wage rate for all classes within that job classification.
Authorizing the Director of Public Works to award the Installation of Potable and Non-Potable
Water Services and Mains: 2009-2010 project will allow for the timely re-bid of the project and
award of the contract.
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BACKGROUND

The Municipal Water System (Muni Water) bids an annual contract for miscellaneous new water
service installations for commercial, industrial and residential developments within the Muni
Water and South Bay Water Recycling (SBWR) systems. This contract allows all new
installations to be made by one contractor for the approximate one-year duration of the contract,
instead of processing a separate contract for each installation.

The installation work consists of such items as installing water mains and service laterals, and
furnishing and installing pipes, valves, fittings, and all appurtenances necessary to install service
laterals and other minor improvements. Under the contract, the Contractor is required to effect
permanent installations within a thirty (30) calendar day period from the date they are given a
design drawing for a particular installation from the City.

ANALYSIS

Bids were opened on September 17, 2009, with the following results:

Contractor

Rodan Builders
West Valley Construction

San Jose Water Company
Pacific Underground Construction

Engineer’s Estimate

% Over /Bid Amount Variance (Under)
$929,924 $269,924 41

$689,670 $29,670 4

$680,147 $20,147 3
$673,706 $13,706 2

$660,000

Analysis of the bids revealed that the apparent low bidder, Pacific Underground Construction,
and the second highest bidder, West Valley Construction, included unit prices for labor below
prevailing wage rates for the labor classifications listed.

The Project Specifications for the project include a Schedule of Quantities (SOQ), in which
bidders specify unit prices for the specific contract items listed. The SOQ for this project
includes several labor classifications (examples include laborer, concrete finisher, and plumber),
as well as common equipment and materials used to construct water service installations. Bid
items for labor classifications are specified in the SOQ as covering "all classes," and different
unit prices are required for standard time, time and a half, and double time. Within the Project
Specifications, bidders are informed that they must follow City requirements with respect to
payment of prevailing wages; however, the term "all classes" as stated in the SOQ labor bid
items is not defined within the Project Specifications.

The Project Specifications state that bid prices for labor must include the "hourly cost of labor
for the workers, health costs, welfare, pension, vacation, and similar expenses, taxes, insurance,
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overhead and profit." The intent of the Project Specifications is that bidders must account for the
prevailing wage of all classes within a specific labor classification when determining the hourly
cost of labor for workers that must be factored into the bid price. In other words, the unit price
bid must consider the highest wage of all classes within a job classification as what could
potentially be required to be paid to workers as compensation for actual work performed;
therefore, the unit price bid for a particular labor classification should be no less than the highest
prevailing wage rate for all classes within that job classification.

Staff is recommending that all bids be rejected in order to allow revisions to the Project
Specifications to be made. Specification revisions would clarify that the bidding requirements
require that the bidder include as the minimum unit bid price for labor, the highest prevailing
wage rate for all classes within that job classification.

The annual contract which is currently in place is set to expire on February 3, 2010. In order for
Muni Water staff to be able to respond to the development and water service needs of the
community, it is essential that a new contract be in place as soon as possible following the
expiration of the old contract. To ensure that a new contract is executed and ready to proceed
with following the end of the current contract, it is recommended that Council authorize the
Director of Public Works to award the project to the lowest responsive and responsible bidder
and to decide any timely bid protest(s), to make the City’s final determination as to the lowest
responsive bidder, or to reject all bids and re-bid the project.

EVALUATION AND FOLLOW-UP

The project is currently within budget. In order to remain on schedule, expedited execution of the
contract is necessary, by way of authorizing the Director of Public Works to take each of the
above-referenced actions as necessary.

POLICY ALTERNATIVES

Alternative #1: Award to apparent lowest bidder, Pacific Underground Construction, based on
the as-bid project specifications and bidding instructions.
Pros: Awarding the contract will eliminate the potential for delay of contract implelnentation. In
the event of a delay, the City would not be able to construct new services for the duration of time
in which a new contract is not in place following expiration of the current contract.
Cons: Awarding the contract with ambiguities in the Project Specifications could result in a
protest and delay the award of the contract.
Reason for not recommending: Clarifying the Project Specifications and re-bidding the
contract will ensure a fair bidding process for all interested contractors.

Alternative #2: Award to second lowest bidder, San Jose Water Company, based on the as-bid
project specifications and bidding instructions.
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Pros: Awarding the contract will eliminate the potential for delay of contract implementation. In
the event of a delay, the City would not be able to construct new services for the duration of time
in which a new contract is not in place following expiration of the current contract.
Cons: Awarding the contract with ambiguities in the Project Specifications could result in a
protest and delay the award of the contract.
Reason for not recommending: Clarifying the Project Specifications and re-bidding the
contract will ensure a fair bidding process for all interested contractors.

PUBLIC OUTREACH/INTEREST

Criterion 1: Requires Council action on the use of public funds equal to $1 million or
greater.
(Required: Website Posting)
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)
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 does not meet any of the above criteria. To solicit contractors, this project was
advertised in the San Josd Post Record, as well as on the Public Works Bid Hotline and
Environmental Services RFP/Bids list.

COORDINATION

This project has been coordinated with Risk Management, Equality Assurance, the City
Manager’s Budget Office and the City Attorney’s Office. This item is scheduled to be heard at
the December 10, 2009 meeting of the Treatment Plant Advisory Committee (TPAC).

COST SUMMARY/IMPLICATIONS

1. AMOUNT OF RECOMMENDATION:

COST OF PROJECT:
Project Delivery
Construction
TOTAL/REMAINING PROJECT COSTS

$726,000*

$90,000
$726,O0O
$816,000
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* The recommended amount represents the engineer’s estimate ($660,000) plus an amount not
exceed 10%, to allow for bid fluctuations above the estimated cost related to actual labor,
material, and equipment costs at the time of bidding.

3. SOURCE OF FUNDING: 500 - Water Utility Capital Fund
512 - San Jose/Santa Clara Treatment Plant Capital Fund

FISCAL IMPACT: There are no cost implications to the General Fund as a result of this
action. This recommendation meets the general principles of the City’s FY 2009-10 Budget
Message of providing essential public services while valuing financial sustainability and cost
recovery.

BUDGET REFERENCE

The table below identifies the fund and appropriations proposed to fund the contract
recommended as part of this memo and remaining project costs, including project delivery,
construction, and contingency costs.

2009-2010 Last Budget
Fund Appn Amt. For Adopted Action
# #

Appn. Name RC # Total Appn. Contract Capital (Date, Ord.
Budget Page No.)

Remaining Project Costs $816,000 $726,000
Current FundingAvailable

6/23/09, Ord.
5OO 4348 Service

Installations 017908 $420,000 $363,000 V-189 28593
Revised 6/23/09, Ord.

512 6589 SBAP-SBWR 062873 $14,364,000 $363,000 V-150
Extension*

28593

Total Current Funding $726,000Available $14,784,000

* A memorandum entitled "SIXTH AMENDMENT TO AGREEMENT WITH THE CITY OF SANTA CLARA
FOR CONSTRUCTION SERVICES FOR SOUTH BAY WATER RECYCLING PROGRAM," was approved by
City Council on 11-17-2009, increasing the Revised SBAP - SBWR Extension appropriation by an additional $3.41
million. The new Total Appropriation value is $17,774,000.
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Exempt, File No. PP 05-130

/S/
JOHN STUFFLEBEAN
Director, Environmental Services

For questions please contact Mansour Nasser, Deputy Director, at (408) 277-4218.




