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CITY OF SAN MATEO

Agenda Report

City Hall
330 W. 20th Avenue
San Mateo CA 94403

www.cityofsanmateo.org

Agenda Number:  14 Section Name: {{section.name}} File ID: {{item.tracking_number}}

TO: City Council

FROM: Drew Corbett, City Manager

PREPARED BY: Public Works Department

MEETING DATE: September 21, 2020 

SUBJECT:
Wastewater Treatment Plant Upgrade Construction Services – Amendment

RECOMMENDATION:
Approve Amendment No. 2 to the agreement with Sundt Construction, Inc. for services to construct the third package of 
the Wastewater Treatment Plant Upgrade and Expansion Project for a Guaranteed Maximum Price of $379,880,747; 
approve a contingency reserve in the amount of $13,900,000; and authorize the Public Works Director to execute the 
amendment in substantially the form presented and issue change orders within the contingency amount.

BACKGROUND:
The City of San Mateo is currently under a Regional Water Quality Control Board Cease and Desist Order requiring 
improvements to its collection system and Wastewater Treatment Plant (WWTP) to eliminate sanitary sewer overflows 
and unauthorized discharges of untreated or partially treated wastewater to San Francisco Bay. The Clean Water Program 
includes several capital improvement projects that are currently under design and are intended to comply with the Cease 
and Desist Order. Specifically, the WWTP Upgrade and Expansion Project (Project) consists of new facilities, including a 
headworks, primary clarifiers, secondary treatment basins, membrane filtration, and a dedicated wet weather treatment 
train. The design was completed by HDR Engineering (HDR). 

Due to the size and complexity of the Project and construction demand in the Bay Area, a Construction Manager at Risk 
(CMAR) delivery approach was selected and approved by City Council on May 16, 2016, in accordance with Section 
3.60.070(h) of the Municipal Code. City Council approved a professional services agreement with Sundt Construction, Inc. 
(Sundt) on January 17, 2017 to provide CMAR preconstruction services for the Project. Both HDR and Sundt worked 
collaboratively through the design process. 

City Council directed staff to work with labor unions and negotiate a Project Labor Agreement (PLA) for the construction of 
the Project in June 2018. The PLA was approved on January 22, 2019 and set requirements for Sundt and its 
subcontractors to employ craft labor and to comply with the collective bargaining agreements for each of the trades. 

To expedite the execution of the Project, construction began while HDR was still in the design phase. Three construction 
packages were developed, each with the following general scope:

 Package 1: Mobilization activities; demolition; site preparation; mass excavation; perimeter shoring; dewatering; 
electrical upgrades; and stormwater management improvements.

 Package 2: Foundation piles installation.
 Package 3: Process facilities including a headworks; primary treatment; biological nutrient removal basins; 

membrane filtration; dedicated wet weather treatment; chemical storage and feed; odor control; and non-process 
facilities including an administration building and maintenance warehouse. 



CITY OF SAN MATEO

1
6
4
2

Sundt competitively bid the work to interested subcontractors who needed to meet the requirements of the PLA. It should 
be noted that all subcontractors on the project are signatory to the PLA. They submitted open book documentation and 
provided a guaranteed maximum price (GMP) for each of the construction packages, which were negotiated separately. 
On May 6, 2019, City Council approved a contract for Package 1 with a GMP of $33,098,178 and $1,725,000 in 
contingency. Package 1 is anticipated to be complete in June 2021. On May 4, 2020, City Council approved an amendment 
for Package 2 with a negotiated GMP of $17,716,049 and $1,645,000 in contingency. Package 2 is anticipated to be 
complete in January 2022. 

For Package 3, Sundt competitively bid the work except for the electrical scope. Due to a high demand for electrical 
subcontractors in the Bay Area and size and complexity of the scope of work, Sundt issued a Request for Qualifications for 
this effort, followed by a solicitation for bid. Cupertino Electric Inc. (CEI) was the only subcontractor to respond. They were 
vetted and pre-selected as the electrical subcontractor for Package 3. Based on the 100% design and selection of the 
lowest responsible bidders, Sundt submitted a GMP of $411.1 million - significantly higher than the previously estimated 
cost of $362.9 million. Sundt attributed the high cost to several market conditions including the on-going construction 
activities in the Bay Area that led to a lack of competition, the nature of the work itself (i.e. wastewater specialty work), 
and increases in material cost (e.g. concrete, electrical). 

The City began negotiations and a cost reconciliation effort on Package 3 in March 2020. The proposal was reviewed by 
staff and HDR first to ensure that it aligned with the scope of work presented in the design drawings and specifications. 
The Project team conducted comprehensive reviews and negotiation meetings with Sundt (and CEI for the electrical 
package only). Over the next following months, the team continued to drive additional cost reductions through value 
engineering items that maintained the objectives through efficiencies in delivery and means and methods. On August 17, 
2020, Sundt submitted a final negotiated GMP for Package 3 in the amount of $379.9 million. A total cost reduction of 
approximately $31.2 million was realized through the team’s collective efforts since March 2020. As part of this reduction, 
Sundt reduced its fee to 7.6% and is not assigning the industry norm of equipment and material purchase markups of 
items they are purchasing. This brings the total CMAR contract value for Packages 1, 2, and 3 to $430.7 million as 
summarized in Table 1. 

Based on the several months of rigorous review and negotiations, staff recommends approval of the amendment to Sundt 
to deliver Package 3 of the project for a GMP of $379,880,747. An owner contingency amount of $13,900,000 is 
recommended to cover potential unknown issues such as underground utilities, modifications, environmental compliance, 
extreme storm events, design errors and omissions, and owner-directed scope changes. The proposed contingency is 
approximately 3.7% of the CMAR contract value for Package 3. While typical contingencies can vary between 5% to 10%, 
staff believes the 3.7% to be an appropriate amount given the CMAR approach (i.e. contractor knowledge of the Project 
and lower number of anticipated change orders) and the overall risk assessment for the Project. 

Package 3 is anticipated to be complete in September 2024. Based on this construction completion date, it is expected that 
the City will be considered for an early actor status by the Regional Water Quality Control Board (RWQCB) through the 
third San Francisco Bay Nutrients Watershed Permit process. The early actor status would acknowledge the City’s 
commitment to building the Project and implementing a process that significantly reduces the nutrient load to the Bay 
ahead of many other wastewater agencies. The RWQCB has noted that as an early actor, the City would not be required to 
make further nutrient related improvements for the design life of the Project. 

Table 1. Total CMAR Construction Budget Summary 

CMAR Contract Value Owner
Contingency Total Construction Budget

Package 1  $33,098,178 $1,725,000 $34,823,178
Package 2 $17,716,049 $1,645,000 $19,361,049
Package 3 $379,880,747 $13,900,000 $393,780,747
Total  $430,694,974 $17,270,000 $447,964,974
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BUDGET IMPACT:
Sufficient funds are currently available in Project No. 46T003 to award Construction Package 3. However, the total Project 
costs (inclusive of engineering, planning, design, permitting, insurance and construction) could be overbudget by 
approximately $17 million at completion (Table 2). 

The forecasted cost variance may be alleviated over the remainder of the Project by unspent CMAR and Owner 
contingencies and allowances encumbered in the three construction packages. In addition, staff has re-evaluated a 
number of sewer collection system projects that are anticipated to offset this cost overrun. Staff will continue to closely 
monitor costs and potential changes, and work to manage the overall cost impact within the approved Clean Water 
Program budget. 

Table 2. Total Project Cost Forecast 
Rounded Value

(in millions)
Total Project Baseline Budget $533
Current Estimate-At-Complete $550 
Potential Cost Variance           $(17) +/- 1

ENVIRONMENTAL DETERMINATION:
The City prepared a Final Programmatic Environmental Impact Report (Final PEIR) in accordance with the California 
Environmental Quality Act (CEQA) (SCH No. 2015032006). Council on June 6, 2016, certified the PEIR. In accordance with 
CEQA, the Final PEIR serves as the primary environmental compliance document for the implementation of the Clean 
Water Program. The City prepared Addenda to the Final PEIR that was approved on July 16, 2018 (Addendum 1) and April 
15, 2019 (Addendum 2). This work is within the scope of the Project evaluated in the PEIR and Addendum.

NOTICE PROVIDED
All meeting noticing requirements were met.

ATTACHMENTS
Att 1 – Amendment

Exhibit A2 – GMP3 Submission
Exhibit C2 – GMP3 Davis Beacon Wage Rate Determination 

Att 2 – GMP3 Owner Contingency Risk Register  

STAFF CONTACT
Azalea Mitch, Deputy Director
(Jennifer Philips, Project Manager)
amitch@cityofsanmateo.org
(650) 522-7309

Brad Underwood, Director of Public Works
bunderwood@cityofsanmateo.org
(650) 522-7303


