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Re: Contract #15 - Tenders - 1972 Street Improvements

Local Improvement ~ Stage 1
(Item 18, Report No. 28, April 24, 1972) —

The attached is the report of the Engineer dated Aprii 26, 1972,
regarding the above. '

'The Municipal Manager has met with the contractor who raised the

questions with Aldermen Drummend. Present at the meeting werc:

* the Municipal Engineex, Treasurer and Purchasing Agent, as well.as

three representatives of the contracting company making the enquirye

“The Municipal Manager has céncluded, after a very exhsustive study

in the limited time available, that basicaily ve have two questions
to congider: (1) the present tender call; and (2) the future tender

calls format.

Our study secms to show thet if we werc to break out the concrete work
gplit it into ewo §400,000 jobs, that
we would have recelived one more tender for certain and that there would
be enother onc or two potential biddevs, depending on their woxk load,
1f the concrete contract was sized in $100,000 to $150,G00 lots, we

could pogsibly draw on as many 25 nine bidders. Realistically, with

<

what we know about the work loads of contractors, we feel that we
could have expected at least six tenders in this latter case. We

“wouldn't want contracts this small in any event. The question seems

gomevhat academic because everyonc Agrees, including the contractor,

 that the prices we did receive are excellent. Ho one can say for

certain that the prices would have been lover in total for the whole
tender if it had been split betweecn pure concreta and asphalt but,

by the same token, no one can say for certain that they would have
been greater., We cannot recommend re-tender at this time because we
know what we are faced with in the market now and the lowest tender
just opened for aaphalt, which is slso before Council tonipght, is for
29¢ per ton more from the same lovw tender, Jack Cewe Ltd, Further,
the second low teader on thia last call is for $8,25 per tom, or 74¢
per ton above last weck s lowest tender. In summary, virtually evexy-
thing points to a higher total cost 1f we re-tendero

Now 83 to whether or not we erved in using the approach we did in
combining concrete and asphalt, the lMonager has concluded that
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Re:  Contract #15 - Tenders - 1972 Street Improvements (Cont'd)

-at- this particular time we did not. The contractor pointed out that

the Engineer's estimates of quantities had not been too accurate in

- the past and that this presents problems in a unit price tender. This

question is one of great concern to us all. In this particular
instance the tender call was expedited and brought out prior to the
designs being finalized solely because of the attractive market that

? ‘we judged to be available..  Without the design, and we have had to do

this in the past to gain an attractive set of prices, the Engineer

. ~can only estimate what the quantities will be. Because of this type
o of problem; if you get two tenders that are very close and the units
of work are out, then you could have a situation where the second low

"bldder might be the low bidder when you tally the final qaantltles.

The only way to get around this problem is to ensure that the design

<-1g complete but.we felt that we could not wait in this instance. It
'vjls the Manaoer s desire that we can get the local improvement program

to. Council in the Fall of the year and have it approved such that we

‘;7will‘have sﬁfficiént time to design and call ‘tenders at a time when
" the market looks best. The latest programs have been brought to

-/ Council in the Spring of the year and there just isn't the time
‘available for design. It should be noted that unexpected government
. financing programs -upset the entire planning process for scheduling
*wbrks and'can'cause‘the problems we are examining in this report.

o Thefother questlons raised by the contractor are more of an admin-
- -istrative nature and these are under advisement.

. RECOMMENDATTON :

THAT the lowest tender being that of Jack Cewe Limited for the
sum of $1,373,063.60 be approved, with fipal payment to be
based on the actual quantities and the unit prices tendered
per item; and

THAT the Engineer make provision in future tender calls to .
allow the option of splitting concrete works from asphalt
works on some projects as onc altevnative,



Engineering Department
26 April, 1972,

Mr. M.J. Shelley
UMUNICIPAL MANAGER

Dear Sir:

Re: (1) Contract #15, 1972 - Street Improvements - L.I.P. Program
Stage I - J. Cewe Ltd, .
(2) More generally - Optiwnum Sizing of Contracts and "Splitting"
Concrete and Paving Works,

The questions raised in Council on Monday, 24 April, 1972, concerning Contract
#15, 1972, were primarily those concerning sizing and "splitting' of road works contracts
and were cxpressed in almost precisely the sawe vording and terms as those questions con-
cerning the same subjects as have alrcady been put to the Engineering Department.

It was also stated in Council that: (1) Large sewer contracts have been given
up in favour of swaller ones in the interests of batter vceeptlon on the market aud wore
favourable unit pricing, This has not been the case cxecept in one instance several years
ago when one propesed sanitary sewer area was split up to suilt a glven warket condition
at the time; the iuitial larger contract size was put out on recommendation of our thon
consulting enginecra, T would sugpest that not enough attencion was paid in that in-
stance to prevailing market conditious but chis 1s no longer the case as very close at-
tention is now paid to the market and in the present warket the optimum slzing of sewer
contracts appears to be in the 3% willlon vange plus or winus about 15%.
following the sawe prachlee goncernlog nature and size oL Contracls 1Or wlny years,

awcl thaty  (2)  The kngincering Departwent has been
Thin alzo has not Leen the cisa ab,

Pn o Jarl, undey cumprestive diveetion, we wore advised
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to call our veoad works preorrvam in swellor volunos

paving,

through this decision and 1 would suszest that it was an expensive lewson to learn, os-
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and to spli¢ them betveen concvete
The Covporatiou and the Enyincering bDepavtuwent in parvicular has had to sul’

pecially in tecrms of deteriorated public relations.

was split into five parts and further split between concrete and pavimg within those
five parts. Concrete contracts totalling $824,443.50 were awarded to Castle Concrete
Ltd. and Capital City Construction Co. Ltd. and a paving contract covering all five

parts was awarded to J. Cewe Ltd. in the awount of $583,611,31, all being low tendercrs
on the respective parts and elements of work. These contracts totalled $1,408,054.31.

Stage I of our 1972 Program totalled very close to the same amount and there-

fore provides a very meaningful comparison. The decision to keep our 1972 Program in

one piece was not only an cconomic cne based upon assessing the wmarket conditions pre-

vailing at this time but is also based upon the difficulties so recently experienced

with “split-up' contracts for the 1971 work., The entire comparative subject then, will

be discussed under the headings of:

I. Economics (Market Conditions)
II.  Administration
III. - Inspection and Testing

Iv. Public Relations.

ECONOMICS (MARKET CONDITIONS)

It was our assessment that the market in 1972 would provide

‘at least two very favourable responses on a total basis and at least four or

possibly five on a two-part but element-integrated basis. This proved to be
the case; the responses from Columbia Bitulithic Ltd, and Standard General
Construction Co, Litd. on Parts "A" and "B'" were considered to be good market
pricing conditions but the two from Winvan Paving and'J. Cewe Ltd. were con-
sidered to be excellent on Part "C'.

-One. would general]y consider that, in our still-inflationary

‘econom/,‘the pricing for 1972 work would be increased over 1571 by some per-

. centage factor, such as 5% or more. It is common knowledge (not to mention

“material and equipment) that labour negotiations in the construction industry:

”j,appcax to be heading irrevocably toward a result of increasing costs to the

consumer, In-spite ol this expected trend, we have priced out out 1972 work

B o O

and

Yo

The 1971 L.I.P. Program, which we are cven now attempting to complete [inally,

on the basis of 1971 prices using averages for the five parts of the concrete

‘last year and have ve found that the work would have cost $1,510,614,20 under

1971 "split" prices compared to the 1972 tender from J. Cewe Ltd. of $1,373,063,60
for a totelly integrated tender call. This is a saving of $137,550.60, or more

than 10% in an inflationary economy.

Out of 22 individual clements of work in the contract, only 5
of the 1971 prices were lower than the corresponding 1972 prices and these
five were for relatively insignificant items with little appreciable effact
on the contract as a whole,

I

It is interesting to note that one of the contractors who worked

in 1971 [or the Corporation as a concrete contractor (Capital City) seow fit

when bidding in 1972 to penalize Parts "AY and "BY of the contract call as com-

pared to Part "C", This is but one wore indication that this Cowpany, which

did "elemental' work in 1971 on a split contract basis, feels that volume work

represented by Part "C" is worth offering a bonus to jpet,

Tt i my beliel that the foregoing facts Lllustrate lrrefutably

that:

(L It Ls lwportaut to assess the market and to take whatever
sdvantape is possible to toke of market conditions to bene-

fit the Corporation; and, ‘

(2 That a “split" of cur roud works luto swaller dollar sizen
¥

and/or intoe rv“pmatxvu clenonka o concrote and paving
i . ' iy nol Lo even mention the ovher
foplin' contrnets,
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It stands to reason that the greater the pumber of contracts,
the greater the costs and difficulties of administration becowe, fThere are a
greater nuwber of progress payments to be wada, more sepavate records to keep,
more different personalities to deal with, wore bouding and insurance require- :
ments to gather in and record, more correspondence on like subjects, to men- . .
tion but some,

1t is difficult-to put a dollar figure on this problem but is
nevertheless a factor which cannot be denied.

III. INSPECTION AND TESTING

It was our experience in 1971 to find that more Inspectors and
Checkers were required to keep tabs on the several contractors, strictly in
addition to the decision to upgrade inspections in general, Our Inspectors
were frequently engaged in attempts to co-ordinate the relevant work aspects
of the several contractors and in attempting to settle claims and disputes
fairly, with attendant suffering of pure inspection functions,

There is no question that testing .services cost us wore than they
should have in 1971 because of the several contractors being spread out.doing
the same work. We have received proposals for our 1972 testing program from .
consulting testing firms which clearly illustrates this peint.

Almost all of our Inspectors have made themselves clearly heard
.dxrectly to the Municipal Engineer concerning the foregoing remarks.

“IV.  PUBLIC RELATIONS AND CLAT:

.

R The area of deterioration of public relations and assessment of
difficult to allocate claims is the one which is most difficult to estimate in
"kvdollars but in our oplnlon is one of the wost important.

‘ There is no doubt that our relatlons w1th our property owners have
‘»suffered as a result of splitting contracts. In fact, it has been surprising
“that so many of our prope rty owners have been as long- suffcrlnp as they have
been. The areas of prlne concern to the propetty owner have bheen:

(1) . Why are there so many‘different contyracters working on
the same project? = The Municipal Engineer himself has
taken personally a considerabvle number of such calls and
has found generally that the explanation has not received
favourable acceptance,

i
1
T
:

(2)  Restoration of access.  Final restoration of access must in
most cases await the presence of the paving contractor on
the job but he can not be permitted, generally, to get on
with his work until the concrete contractor has, at least
substantially, completed his work,

(3)  Length of time taken to complete and interval of Lime
between appearances on the job ol the several contractors,
This has been a wost dilficult one to explain to people
who in general do not appreciate the difficulties of achiev-
ing reasonable co-ordination of the several contractors'
activities,

3 (4)  Pair and prouwpt settlement of claims, Many cases of hona

j ' fide claims have been receivaed where it has been next to

| impossible to assess the claim fairly to one or the other
of the diffierent contructors, ‘Thure is, of course, a
natural tendency fow one Lo point to the olther and vies
versi and in these cases, laciking clear respowsibility on
- ’ cut-ofi and commencenant o variouws operationt, the Corporn-
thon has ended up honouring the cluin itaelf,
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PUBLIC NELATIONG AMD CLAIMS {cont'd)

in the general discvuption of ustreets inlerent in a laxge
L.LI.P, Program, public relations become strained cnoush as it is without
imposing additional constraints. It is our belief that the Departrontal
and Covporate '"public image'" has really sufiered and deteriorated in this
regard in 1971,

L. The foregoing report indicates pretty clearly what, in
general, should be our course of action for future road works contracts.

2. Market conditions at any given time have a real bearing
on our timing of contract calls and on our ability to receive advantageous
prices. It is considered to be one of the prime responsibilities of the
Department lHead (in this case the Municipal Engineer) to assess and keep
abreast of market conditions and to enter the market at the time when the
Corporation can take the best advantage of prevailing conditioms. This:

‘was clearly the achieved case for 1972 which resulted -in a saving to the
‘Corporation of at least $138,000. As far as can be seen at this time,

such good prices will not be achieved again in 1972,

3. ' it is not necessarily at all to the advantage of the

 Corporation to "elementize'its contracts to permit one or more additional

firms to tender on the work.  The very decision to split up the work can
and generally does result in higher pricing on each of the elements, but

again’'this can be dependent on actpal market conditions,

4, ' Each area of contract endeavour is different. What is
the case for sewers work, for exawple, is quite different from the case
for road works.  The characteristics peculiar to'any given area of work

‘become ‘an important factor in assessing the market at any given time,

. CONCLUSIONS

) R T ... There is no cuestion in our winds but that we wexe for-
EY

“tunate in choosing the timing and format of contract call relating to
“Contract #15, 1972, and accordingly it is recommznded that our recommenda-

EEO:op

c.c,

tion - put before Council on 24 April, 1972, be adopted.

2. " We have kept abreast to date of market conditions and
it is our intention to intensify our knowledge of prevailing conditions
in the industry and it way well prove necessary in the future when,
possibly, more meaningful and pertinent knowledge is available to provide
the Council with a report at that time concerning the general subjects
discussed in this report.

5L Qwo?
B, id, Olzon
HURTCLRAL ERGIREER

Municipal Yreasurcr

Municipal Solicltor

()
( ) Purchasiug Agent
()






