PUBLIC WORKS CONTRACT ARBITRATION COMMITTEE
MEETING MINUTES

June 20, 2005

The meeting was called to order at 10:12 a.m. by Co-chairperson Tim McGowan,
representing the construction industry. Other voting members present were John
Brooks, representing the Department of General Services (DGS), William McDonald,
representing the Department of Water Resources (DWR), Robert Pieplow representing
the Department of Transportation, David McCosker and Cecil Mark, representing the
construction industry. Also in attendance were Michael Doughton representing the
Department of Corrections (CDC), Margaret A. Farrow, Arbitration Administrator for the
Office of Administrative Hearings (OAH), Dan Rios (DGS) and Randy Benning (OAH).

Minutes of the February 14, 2005 Meeting

The draft minutes of the February 14, 2005 Public Works Contract Arbitration
Committee meeting were approved without change.

Administrator’s Report

The Administrator introduced Dan Rios, Staff Counsel with DGS, who will be attending
the meetings in place of Carol Rader who will be retiring from DGS and moving to
Arkansas in October. Ms. Rader came to the meeting to say good bye. Carl Bauer,
past president of the Association of General Contractors (AGC), was also in attendance.

As of today, only thirteen (13) new complaints in arbitration have been filed for the year
2005. In most years there would be 20 or more cases by now, so current filings are
below normal. In response to a question from the committee, it was reported that there
had not been any progress on raising filing fees for the immediate future.

The PWCA program has been operating in the red since accurate financial records
have been kept. The filing fees assessed to fund the administration of the program
have been inadequate. Though adjustments have been made to the filing fees, the
variability of the number and dollar amount of the complaints makes it difficult to
determine an assessment of filing fees which would adequately cover the program.
Reduced filings this year would worsen that situation.

Further discussion on fees and funding the program appear in New Business below.



Arbitrator Applications

Mr. Ron Kelly was recertified to the arbitrator panel.

New Business/Public Comments

Filing Fees

Continuing the discussion regarding funding the program, it was acknowledged that the
Department of Transportation and the Office of Administrative Hearings have discussed
finding alternative ways to fund the PWCA Program through patrticipation by the state
agencies that utilize the program. Although there are many details to discuss and
possibly other alternatives altogether, it may be possible for the public entities to
contribute to funding the program in proportion to their usage of the program to cover
the shortfall in filing fees each year.

It was discussed that a diminution in arbitration filings can be viewed as a positive thing
for public agencies and contractors alike. However, it further reduces the funding for
the arbitration program. The Office of Administrative Hearings is a fee for service entity
in its core function of providing hearings for state and local governmental entities. It is
only the PWCA program, under the umbrella of OAH that is running a deficit. The
expenses for PWCA are relatively fixed and static, whereas the income in fees varies
with the case filing variables. The expenses are the arbitration assistant's salary,
approximately 25% of the administrator’s salary, hourly charges for accounting staff and
a percentage of overhead. With an increase in OAH’s ability to monitor and track costs
and expenses has come an increased awareness of the deficit in funding for the
program and the fluctuating nature of the filing fees, because of their tie to claim amount
and number of filings.

OAH opened discussions with the Department of Transportation, because Caltrans is
the predominant public entity in the program with approximately 63% of the cases that
are filed. One solution may be to enter into an interagency agreement with the various
agencies (DWR, DOT and DGS). Caltrans is considering this option and others and will
report to OAH and the committee at a later date.

In addition, an idea discussed by the committee in the past was an annual file
maintenance fee attached to each case that continues beyond the first or second year.
Such an annual fee might cover some or the entire deficit. It has the additional benefit
of encouraging earlier resolution of cases. This has been tabled in the past because of
the obstacles to increasing fees or adding new ones. But it might be time to make
another attempt at this. The statistical report indicates some cases are still pending
from as far back as 1997. While the expenses of the program are rather static, if there
were a marked reduction in ongoing cases, staff might be distributed to other functions
and the program expenses reduced.



Justice Paras

The committee was reminded of the recent untimely passing of Justice George Paras.
The committee acknowledged Justice Paras’ long and exceptional service to the Public
Works Contract Arbitration Program. In the words of Michael Doughton: “Justice Paras
was one of the most highly sought after arbitrators in the program. He was an excellent
example of what the Public Works Contract Arbitration Committee desires in arbitrators
certified to the panel and he will be sorely missed on the panel of arbitrators. Justice
Paras brought not so much a specific knowledge of construction techniques, but
knowledge of human dispute resolution, which he applied to construction issues.”

Scheduling of Next Meeting

It was decided that the Public Works Contract Arbitration Committee would next meet
on Tuesday, October 18, 2005 at 10:00 a.m. in the Executive Dining Room at the
Department of General Services, 707 Third Street, West Sacramento, CA 95605.



