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After the June 18 Board meeting, DPW and County Counsel informed my office that 
DPW is planning to recommend to the Board that the contract be re-bid.  According to 
DPW and County Counsel, the recommended bidder, Mladen Buntich Construction 
Company, submitted a bid that took advantage of a DPW engineering estimate that 
significantly understated the amount of work needed for a portion of the project.   
 
Below are the results of our review. 
 

Background 
 
The IFB’s Instructions to Bidders (Section H.9) states that the bidder must perform, with 
its own organization, work amounting to at least 50% of the contract price, excluding the 
value of those items designated as “Specialty Items.”  This requirement is also 
contained in the Standard Specification for Public Works Construction (“Greenbook”), 
which is part of the project specifications.  Bids that failed to meet this requirement may 
be considered nonresponsive and rejected.  DPW listed three “Specialty Items” in the 
IFB: Air Compressor Systems, Microtunneling Items, and Microfiltration, Plant and 
Strainer.  Further, DPW provided detailed specifications for each of these “Specialty 
Items.” 
 
Three firms submitted bids as follows, from lowest contract price to highest: 
 

Firm Contract Price 
Modern Continental $12,160,229 
Mladen Buntich $12,786,132 
Colich & Sons, L.P. $14,585,958 

 
The Solicitation Documents 

 
The IFB and related documents defined the work included in the “Specialty Items”.  
However, the IFB and related documents did not clearly state which bid items were 
applicable to the “Specialty Items”.  Therefore, some bidders may have included 
incorrect costs in calculating compliance with the 50% rule.  Two of the bidders, Mladen 
Buntich and Colich & Sons, each proposed to contract out less than a third of the total 
contract price, so this issue was not applicable to them.  However, the issue was 
applicable to the third bidder, Modern Continental, who proposed to contract out over 
50% of the total contract price. 
 
In the absence of clear instructions stating otherwise, Modern Continental incorrectly 
classified some items as “Specialty Items” and deducted their costs in calculating 
compliance with the 50% rule.  According to DPW, it normally includes a list of bid items 
under each “Specialty Item” category that bidders should deduct in calculating 
compliance with the 50% rule, but DPW erroneously did not include the list in this IFB.   
 
At the bidders’ conference, none of the bidders questioned the absence of a list of 
specific bid items applicable to the “Specialty Items”.  However, the division of Modern 
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Continental involved with the bid has limited experience in dealing with DPW 
solicitations and may have been unaware the list was erroneously omitted from the 
solicitation package.  We also noted that DPW does not require bidders to formally 
calculate and document their compliance ratio using this listing of deductible costs. 
 
After receipt of the bids, DPW notified Modern Continental that it was not in compliance 
with the 50% rule.  Modern Continental responded by claiming that it had made an 
inadvertent clerical error at the time of the bid.  Relying upon California Public Contract 
Code Section 4107.5, Modern Continental sought to eliminate two of its listed 
subcontractors on grounds that the work they were to perform was actually being 
performed by a third listed subcontractor.   At that time, Modern Continental corrected 
its bid by deleting two subcontractors and re-calculated its compliance ratio, which 
according to Modern Continental, was 49.1%.  However, DPW indicated that Modern 
Continental’s corrected bid still exceeds the 50% ratio.  The discrepancy is attributable 
to certain items that Modern Continental believes are “Specialty Items”, but DPW does 
not. 
 
On June 21, 2002, DPW and County Counsel informed my office that the recommended 
bidder, Mladen Buntich, submitted a bid that took advantage of a DPW engineering 
estimate that significantly understated the volume of contaminated soil to be removed 
on the project, which could increase the project’s cost significantly.  DPW and County 
Counsel believe a re-bid is necessary to correct this “unbalanced condition”.  Attached 
is DPW’s explanation of this “unbalanced condition”, as well as other reasons DPW 
believes the solicitation should be re-bid. 
 
For future solicitations that involve “Specialty Items,” DPW management should ensure 
that the IFB documents include a list of specific bid items applicable to each “Specialty 
Item” that bidders can deduct in calculating compliance with the 50% rule.   DPW should 
also develop a standard form on which bidders formally calculate and document their 
compliance ratio using the listing of deductible costs.   
 

Recommendations 
 

DPW management: 
 

1. Include in its IFB a list of specific bid items applicable to each “Specialty 
Item” that bidders can deduct in calculating compliance with the 50% rule.  

 
2. Develop a standard form on which bidders formally calculate and 

document their compliance ratio using the listing of deductible costs.   
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