

Coos Bay WWTP2
Improvements
Findings in Support of An

Exemption from Competitive Bidding 
1. 
General

The Oregon Legislative Assembly encourages public agencies to consider alternative and innovative contracting methods, other than lowest bid, that take into account market realities.  Under ORS 279C.335(2), a local contract review board may exempt certain contracts from traditional competitive bidding by showing that an alternative contracting process is unlikely to encourage favoritism or diminish competition, and that it will result in substantial cost savings to the public agency.

For the reasons set forth more fully below, the Coos Bay WWTP2 Improvements Project is proposed for construction through the Construction Manager/General Contractor (CMGC) competitive selection process.  CMGC is a method of project delivery in which the owner executes a single contract with one entity to provide construction management and general contracting services.  Because the CMGC is selected before the design is complete, the CMGC can participate in the final design effort and provide valuable advice from a construction perspective that will help ensure a design that fosters smooth, cost-effective construction.  The CMGC’s participation in the final design effort also promotes team building among the respective managers of the CMGC, owner, and the design professional, and that team building helps ensure that problems which may arise during construction will be resolved efficiently with minimal delay and cost.

With this method, a general contractor will be selected based on a competitive proposal process.  The City will consider the proposers’ experience and capabilities; their proposed work plan; project management capabilities focused on leadership, communications and organization; and a project control plan focused on cost, schedule, safety, and quality control.  In addition, cost factors such as overhead and profit, markup of subcontractors, materials and equipment, insurance and bond rates and general conditions costs will be evaluated. Proposals will be solicited through advertising and directly from interested and qualified contractors.  A the City evaluation team will evaluate the contractor proposals and subsequently recommend approval to award a contract to the contractor that best meets all the City evaluation criteria.

CMGC affords singular responsibility which, in turn promotes an early team approach that leads to continued value engineering and constructability review, reducing design and construction time.  All of this translates into cost savings, and reduces the owner’s administrative burden and providing “guaranteed” costs.  The following are findings for an exemption from the competitive bidding requirement in accordance with the City Council (Local Contract Review Board) Resolution No.________.
2.
Background

The existing Coos Bay WWTP2 is located in urban Coos Bay in the Empire neighborhood on the bay. The City has purchased property for the plant expansion on the east side of Empire Boulevard/Cape Arago highway.
This will be a complex and sensitive project for several reasons.  It involves the sole wastewater treatment facility serving the western portion of Coos Bay and all of Charleston.  It is essential that existing WWTP2 be kept operational while the upgrade and expansion takes place.  By its nature this Project will require close coordination with plant staff as well as management of at City, and will trigger multiple requirements related to safety and environmental protection with involvement by federal and state agencies and community interests.    

The work will need to be performed while the WWTP2 is operating.  Existing WWTP2 is nearing the end of its useful life, and its timely replacement will assist the City in continuing to meet their wastewater treatment goals and meet or exceed compliance requirements.  The City’s schedule for the start of construction is the second quarter of 2015.  In order to incorporate the construction contractor’s input into the design process with its strictly defined timelines, the construction contractor will need to be selected during the second quarter of 2013.  At that time, the design will still be underway.  Elements relevant to the construction contractor qualification and selection process can be identified, but progress on the design will not be so far along that the contractor’s input cannot still be incorporated appropriately.
The City proposes using a cost factor and qualification-based selection process to select the contractor.  The process would consider qualifications such as the contractors’ experience and qualifications with similar types of projects, construction management planning, scheduling and coordinating capability, experience working in operating facilities, safety plans and record, and pricing schedules.  

3.
Findings – Information 

(a) Operational, Budget and Financial Data

The approximate cost of the work to be performed under the construction contract for the Project is estimated to be in the range of $20 to $24 million.  
(b) Public Benefit
The public will benefit from an expeditious construction of the upgrade and expansion of the Coos Bay WWTP2.  The existing facilities at WWTP2 are insufficient to meet current peak flows and redundancy requirements as well as expected future flow conditions. The facility was originally constructed in 1964 and contains several components that have exceeded their useful life. The City of Coos Bay has entered into a Mutual Agreement and Order (MAO) with the Oregon Department of Environmental Quality (DEQ) to establish a schedule of objectives to upgrade the facility.  Non-compliance could subject the City to costly legal sanctions.  Therefore, the public will also indirectly benefit from having an experienced contractor implement the upgrade and expansion, improved quality and lower cost of the Project, and the retained flexibility for interactions with plant operators that will inevitably arise during design and construction.  

(c) Value Engineering

The qualification and cost factor based proposal process and negotiated contract approach gives the contractor an increased opportunity to engage in value engineering, which increases the likelihood of cost savings to the City, as well as quality improvements.  The requirement that the selected contractor competitively bid subcontracts, equipment and materials will ensure the City competitive pricing on the project. The selected contractor will be brought on board immediately in the design process in order to assist with the construction scheduling, phasing, costing, plant operator interaction issues, quality assurance, and design constructability reviews.  The selected contractor will also be able to advise the plant and design professionals regarding long lead time procurements, as well as potential brand name purchases.
(d) Specialized Expertise

The City needs to select a contractor on this Project that has specialized expertise implementing a variety of upgrade and expansion technologies, on a very small site, on a defined schedule while working around an active wastewater treatment environment with safety and security requirements.  In addition, at least two critical tie-ins to the influent sewer and the effluent pipeline and outfall will be required without interrupting treatment.  Several different highly specialized technologies will need to be used during construction.  In addition to the coordination with the plant operators and structural, mechanical, and piping modifications to the existing facility that will be required as part of the work, there will also be a high degree of construction difficulty because of the compactness and layout of the facility.   

This mix of expertise cannot be adequately evaluated in a sealed bid process, but can be better evaluated through a proposal and negotiated process.  Utilizing the competitive bid process cannot guarantee selection of the best qualified contractor to perform this work.  Traditional methods of prequalification are unsuited to the specialized nature of this Project, particularly with a tight time frame.
A qualified project manager with strong leadership skills is one of the components required for successful contractor’s work.  The RFP process will allow the City to review the qualifications of each proposer’s project manager and confirm his/her ability to carry out the proposer’s contractual obligations.

(e) Public Safety

As compliance with Oregon DEQ water quality standards is directly affected by work on the WWTP2, the utmost care must be taken in all construction operations to avoid operations interruption or compromise of security.  All work will be performed in accordance with OR-OSHA safety regulations and applicable OSHA regulations.  Access into the WWTP2 and the work area is controlled by the City, and will not be allowed to the general public.  The qualification-based selection process will allow the City to take contractor’s safety records and safety programs into account.

(f) Market Conditions

There is a shortage of work for water/wastewater treatment contractors.  As a result of the economic downturn, contractors from the non water/wastewater markets are increasingly bidding water/wastewater projects.  Many of these contractors lack the understanding to successfully meet the challenges of specialized treatment plant work.  The size of the Project is such that is will attract a wide range of bidders as a design-bid-build project.  As a CMGC request for proposal, the City would expect anywhere from 4 to 6 qualified treatment contractors to propose. 
No negative impact is expected as a result of the use of the request for proposal selection process.  There are four to six Oregon-based construction companies with specialized expertise in wastewater treatment plant projects.  It is expected that there will be an adequate number of competitors available to propose as construction manager/general contractors on this Project.  Even so, there are a limited number of firms capable of adequately meeting the challenges provided by coordination of the potential multitude of technologies to be applied to an operating plant on a complex. Constrained site, and working under strict time schedules.  Selection of a contractor with the necessary expertise to manage the technical complexities will be critical to overall Project success.

The CMGC method avoids the cost in time and money involved in rebidding of the Project, should bids come in higher than expected.  A traditional bid process runs the risk of obtaining bids that exceed the Project budget.  In the CMGC project delivery method, construction costs are determined at an earlier time and changes to the design and scope of the Project necessary to meet the Project budget are more easily achieved.

(g) Technical/Planning Complexity

Capability in planning the work will be crucial.  Timely completion of the work in compliance with the requirements for protection of human health and the environment associated with this kind of project, while allowing the WWTP2 to continue to operate in a safe and cost effective manner, will be required of the contractor.  Innovative planning that will further improve the construction schedule and on-site conditions will be encouraged.

The ability to coordinate and manage this project would be especially challenging to an inexperienced or narrowly focused team.  This Project is complicated and will require ongoing coordination with Plant operators, CH2M Hill, the City staff, and regulators.  The RFP process allows the City to consider the proposers’ experience and expertise in this type of work, sensitivity to safety, legal, and operational issues, and the qualifications of its project manager and support team, while maintaining a competitive cost development.

(h) Funding Sources

City Staff is coordinating with both Department of Environmental Quality and the Oregon Infrastructure Finance Authority for funding options.    
4.
Findings – Competition and Cost Savings

Considering the factors listed above, use of the CMGC alternative contracting method must be unlikely to encourage favoritism or diminish competition, and must result in substantial cost savings to the City.

(a) Unlikely to Encourage Favoritism or Substantially Diminish Competition

The CMGC is selected through a qualifications and cost competitive selection process to provide both construction management and general contracting services.  No reduction of competition is expected since the proposed process is open to the same contractors that would have participated in the traditional low bid method.  Uniform evaluation criteria will be used in the selection of the CMGC firm, and the construction work elements will be subcontracted and procured through open competitive bids managed by the CMGC but based on identified selection criteria.

Favoritism will not play a role in the selection of the CMGC.  The selection will be conducted through an open and advertised RFP process.  All qualified firms will be invited to submit proposals.  The City will publish a legal notice in the Coos Bay The World  newspaper and the  Daily Journal of Commerce in order to provide Project information to all interested contractors.  Proposals will also be solicited directly from firms the City believes are qualified to perform the work.  Proposers will be evaluated based on clearly stated criteria.  A team will perform the evaluation in an effort to minimize the effects of any unconscious individual bias.  All qualified firms will be able to participate in an open, competitive selection process.  Rather than being diminished, competition will be expanded to encompass qualifications as well as price.

(b) Will result in Substantial Cost Savings

The CMGC contracting method has the potential for achieving significant cost savings through involvement of the contractor in the design phase of the Project.  By having the contractor available before the design is finalized, the contractor is able to review the design, propose cost saving revisions, and ensure the constructability of the Project so that costly change orders are less likely.  Construction of the WWTP2 Improvements involves a wide range of construction elements involving various building and mechanical trades, and purchase of sophisticated equipment.  Cost saving are expected from the CMGC being able to separately contract for each of the elements.

Selection of a contractor possessing the necessary expertise and experience will result in substantial cost savings to the City.  Cost savings will be realized because the City can select a well-organized, experienced contractor, which will result in fewer change orders and, in turn, reduced staff time to design, negotiate, and administer the changes.  The expanded opportunity for value engineering described above will also result in cost savings.  Using the most skilled contractor will optimize the design and construction aspects and help minimize problems associated with construction which is located in the midst of an active operating area; thus, it will help the City avoid additional costs that would otherwise be associated with resolving such problems.

The CMGC process allows shortening of the overall time required to complete construction of a project.  It also allows early procurement of major equipment, allowing the Project to avoid cost increases due to material shortages or cost escalation.

5. 
Summary
A contractor who has experience with these types of projects provides many benefits.  The use of an RFP process will not diminish competition or result in favoritism, and will result in cost savings to the City.
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