
   

 CITY COUNCIL  
  REPORT 2014- 104 3A 

 
DATE: OCTOBER 28, 2014 
 
TO:  MAYOR AND COUNCIL 
 
FROM: BELINDA B. ESPINOSA, CITY MANAGER  
 
SUBJECT: PROJECT LABOR AGREEMENTS  
 
 
 
BACKGROUND 
 
The City of Pinole is currently undertaking an upgrade of the Pinole-Hercules 
Wastewater Plant.  That upgrade which is estimated to cost $42 million is now in the 
final engineering phase. Once engineering is completed (estimated to be in late 
Fall), Staff will begin the process of preparing bids and specifications in order to 
advertise the project for bid at the first of the new year (2015). 
 
Some members of the City Council recently requested information about Project 
Labor Agreements and whether or not the City should be considering one for this 
project. In response, the City Attorney prepared a presentation on September 30, 
2014 in order to provide the City Council with an overview of what a Project Labor 
Agreement is and what are the elements of such an agreement as well as any pros 
and cons of the issue (see Attachment A).   
 
As a result of that discussion, Staff was provided a number of questions to research 
and report back to the City Council in order to continue the discussion. Staff 
provided the answers to those questions at the October 7, 2014 City Council 
meeting.  There were still some outstanding questions that remained to be answered 
and some that needed clarification (see Attachment B).  
 
Staff is not making a recommendation on this topic as this is strictly a City Council 
policy decision. While no vote is being requested of the City Council at the October 
28 meeting, one will be scheduled for the November 4 meeting unless otherwise 
directed by the City Council. Staff will conduct the remaining process in accordance 
with the direction provided by the City Council on November 4. 
 
REVIEW AND ANALYSIS 
 
Staff met and interviewed representatives from the Contra Costa County Building 
and Construction Trades as well as the Associated Builders and Contractors to 
determine their point of view on the subject questions.  In addition, Staff interviewed 
various agencies (both in person and by telephone) who have experience with 
Project Labor Agreements for actual project(s).  
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There are four main issues that are central to the discussion regarding Project Labor 
Agreements.  Included are: 
 

• Does a Project Labor Agreement increase the cost of the project and if so 
how?   
 

• Does a Non Union Contractor Pay Twice for Retirement and Health Benefits? 
 

• What is Local Hiring under a Project Labor Agreement? 
 

• Will the City receive an adequate number of bidders to assure a competitive 
price with a Project Labor Agreement?  

 
DOES A PROJECT LABOR AGREEMENT INCREASE THE COST OF THE PROJECT AND IF SO, 
HOW? 
 
Staff did not have enough time or the resources to fully investigate this question.  
However, as a side note for information only, Staff has included a copy of the “Labor 
Stability Analysis for the Los Vaqueros Reservoir Expansion Project” which was 
completed in 2010 (see Attachment C). The Contra Costa Water District 
commissioned this study to determine whether Project Labor agreements had 
increased cost or discouraged bidders on bidding a project under a Project Labor 
Agreement.  The District utilizes Project Labor agreements for large complex 
projects.  This analysis determined that utilizing a Project Labor Agreement did not 
limit bidding competition or increase project costs. 
 
We have identified a couple of areas where a Project Labor Agreement might 
increase the cost of a project.  Included are: 
 

• Contracted Labor Negotiator 
 
If the City Council directs that a Project Labor Agreement is required for the 
Wastewater Treatment Plant Project, a contracted labor negotiator will be required.  
Current staff and the City Attorney’s office do not have experience in this area of 
expertise.  
 

• Development and Legal Review of the Project Labor Agreement 
 
There are numerous Project Labor Agreements throughout the county and from 
other entities that can be used as “template” for the agreement.  However, each 
Project Labor Agreement has unique characteristics specific to the project that have 
to be negotiated and reviewed by the City Attorney.  There may be other points that 
are desired to be placed in the Project Labor Agreement. 
 

• Administration and Monitoring of the Project Labor Agreement  
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Once a Project Labor Agreement is in place, it does require someone who can 
administer and monitor the deal points included in the agreement.  Some of these 
include: 
 

 Monitoring contractor compliance with terms of the Project Labor 
Agreement; 
 

 Monitoring and enforcing Local Hiring requirements including resolving 
all claims of non compliance; 

 
 Ensuring that non-union contractors deduct union initiation fees and 

union dues from all non union employees; 
 

 Monitoring and assuring that the contractor is hiring under the union 
hall rules and the ratio of core workers to non- core workers is 
appropriate; 

 
 Negotiating any amendments to the Project Labor Agreement; 

 
 Tracking and recording all required reports and notices; and 

 
 Monitoring and resolve disputes, grievances, and disagreements 

 
At the current time, we have contracted with Carollo Engineers to perform 
construction management activities for the wastewater upgrade project.  Carollo 
could also conduct the administration and monitoring of a Project Labor Agreement if 
the City Council directs that we enter into one for this project. 
 
Some of these activities are included in the current contract with Carollo Engineers, 
however it is estimated that it would cost an additional $20,000-$50,000 over the life 
of the two year project for Carollo to conduct the services that is not in the current 
contract. 
 

• Use of the “Core Worker” Concept 
 

The Project Labor Agreement can specify that a contractor/subcontractor is allowed 
to have a certain number of core employees. This does not include management or 
employees such as Superintendents, Foremen and those with expertise specific to 
the contractor’s means and methods and outside of the construction trades. If at 
certain times, the project requires more than the number of allowable core 
employees, the contractor may be required to follow a specific agreed upon 
procedure to fill the remaining positions from the local Union Hall. This procedure is 
negotiated through the Project Labor Agreement. 
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• DOES A NON UNION CONTRACTOR PAY TWICE FOR RETIREMENT AND HEALTH 
BENEFITS? 

 
Several questions have arisen over whether or not a Non Union Contractor pays 
twice for benefits under a Project Labor Agreement.  This depends on several 
factors and is determined during the negotiation process of the Project Labor 
Agreement.  
 
Prevailing Wage does not require making payments into fringe benefits plans.  The 
Employer may pay the fringe benefits directly to the employee through his payroll 
check.  Workers need only be paid the total prevailing wage.  
 
However, in the case of a Project Labor Agreement, when a Non-Union Contractor 
already provides for and contributes to a retirement and health program, there may 
be additional  costs to the contractor that could be  included in the bid response.   
Outlined below are two scenarios under which a Non Union Contractor under the 
Prevailing Wage requirements addresses retirement and health benefits. 
 

 If a Non Union Contractor does not provide these benefits 
 

Under a Project Labor Agreement, the Non-Union Contractor who does not 
pay these benefits still has to pay the cash value of retirement under 
Prevailing Wage. In this case, the Non-Union Contractor under a Project 
Labor Agreement pays this portion of Prevailing Wage into the Union Trust 
Fund on behalf of the non-union employee or can he/she can pay it to the 
employee in cash. These terms have to be negotiated. 

 
 If a Non Union Contractor already provides these benefits 

 
Under a Project Labor Agreement, a Non-Union Contractor who already 
provides retirement benefits for his/her employees still has to pay an amount 
equivalent to the prevailing wage schedule.  Using the classification of 
Carpenter, which requires $9.20/hour/employee for retirement, a Non Union 
Contractor must pay this amount into the Union Trust Fund on behalf of the 
employee or can pay it directly to the employee. These terms have to be 
negotiated. 

 
The Non-Union Contractor must now decide whether or not to continue 
paying for his/her employee on their own retirement plan and if he/she 
decides to do so may result in the employee receiving less of a retirement 
benefit.  The employee would only receive the retirement benefit from the 
Union Trust Fund if he is “vested” in the system.  

 
It has been alleged that this could result in a reduction in the number of bidders who 
do not want to bid a Project Labor Agreement project under these conditions and/or 
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a higher cost in the bid responses to accommodate paying twice for the same 
benefit. 
 

• WHAT IS LOCAL HIRING UNDER A PROJECT LABOR AGREEMENT? 
 
A Project Labor Agreement is a mechanism that can increase local hiring efforts. 
The Project Labor Agreement will specify how a contractor assembles their 
workforce.  The Project Labor Agreement can also include establishing “bands of 
local areas” whereby specific regions are established as priority areas from which 
local workers are hired.  Another words, the City Council might want to negotiate for 
union hall workers from West Contra Costa County first and then Contra Costa 
County and so on. 
 
As mentioned above, under a Project Labor Agreement it can be negotiated to allow 
the Non-union Contractor to have a certain number of core employees on the project 
below the Superintendent and Foreman levels. Most contractors, Union and Non-
union carry a certain number of key or core employees      If at certain times, the 
project requires more than the number of allowable core employees, the contractor 
may be required to follow a specific agreed upon procedure to fill the remaining 
positions from the local Union Hall. This procedure is negotiated through the Project 
Labor Agreement. 
 
This is subject to negotiation in the Project Labor Agreement process. Generally, the 
local hiring process could include an agreed upon formula or ratio of core workers 
and union hall workers.   
 

• WILL THE CITY RECEIVE AN ADEQUATE NUMBER OF BIDDERS TO ASSURE A 
COMPETITIVE PRICE? 

 
There are two sides to this issue.  Just as many people interviewed responded yes 
and no.  For a project this size, a substantial contractor will be required.  One who 
can meet all of the pre-qualification requirements and provide the insurance and 
bonding that are required for the project.   
 
This is also a specialty project in that we will be requiring a contractor with 
water/wastewater experience.  Carollo is confident that we should receive no less 
than 7 bidders.  These bidders will most likely come from more than just our region 
given the size of the project. 
 
Contractors of this size most likely will have experience working under a Project 
Labor Agreement.  However, the sub-contractors may have less or no experience 
working under a Project Labor Agreement.  We will not know until we bid the project.  
If the City Council determines that we have not received an “adequate” number of 
bidders, and thus not a competitive enough price, we can rebid the project.   
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ATTACHMENTS 
 
Attachment A City Attorney Power Point Presentation-September 30, 2014 
Attachment B Questions Regarding Project Labor Agreements (Revised) 
Attachment C Contra Costa Water District “Labor Stability Analysis for the Los 

Vaqueros Dam Project 


































































