BEAR VALLEY COMMUNITY SERVICES DISTRICT
28999 South Lower Valley Road • Tehachapi, CA 93561-7460
PHONE 661-821-4428 • FAX 661-821-0180

FINANCE COMMITTEE AGENDA
February 19, 2020
Chair: Terry Quinn; Vice-Chair: Jane Baron
Staff: Bill Malinen, General Manager; Hamed Jones, Administrative Services Director; Kristy
McEwen, Secretary of the Board
Citizen Volunteers: Leana Bowman
AGENDA ITEMS:
1. Approval of Agenda
2. Approve Minutes of the December 18, 2019 meeting.
3. Public Comments on Non-Agenda Items
Members of the public may address the Committee on items within its subject matter area which are not
listed on this Agenda. The Committee cannot take action on any item that is not on the Agenda. The
Committee or staff may briefly respond to statements made or questions posed, or may ask questions for
clarification. These items may also be referred to staff or scheduled on a future Agenda. There will be a
separate opportunity for public comment for each item on the Agenda.

4. Information & Discussion Items:
A. Fiscal Year 2020/21 Budget Calendar
B. Wastewater System Rate Study
C. Purchasing Policy Discussion
5. Committee Member Comments
6. Staff Comments
7. Adjournment – The next meeting of the Finance Committee is April 15, 2020.

Signed February 14, 2020

Kristy McEwen, Secretary of the Board

Finance Committee

INFORMATION REGARDING AGENDA ITEMS: Copies of the staff reports and other disclosable public
records related to each open session item of business referred to on the agenda are on file in the office of the District
Secretary and are available for public information during regular business hours. Any person who has a question
concerning any of the agenda items may call the District Secretary at 661.821.4428.
ADA compliance statement: In compliance with the Americans with Disabilities Act, if you need special assistance
to participate in this meeting, please contact the District Secretary to the Board of Directors, Kristy McEwen, at
661.821.4428. Notification 48 hours prior to the meeting will enable the District to make reasonable arrangements to
ensure accessibility to this meeting.

Finance Committee

BEAR VALLEY COMMUNITY SERVICES DISTRICT
28999 South Lower Valley Road • Tehachapi, CA 93561-7460
PHONE 661-821-4428 • FAX 661-821-0180

FINANCE COMMITTEE MINUTES
December 18, 2019, 9:00 am
ROLL CALL:

Chair: Terry Quinn (absent); Vice-Chair: Gregory Hahn
Staff: Bill Malinen, General Manager; Hamed Jones, Administrative Services Director;
Kristy McEwen, Secretary of the Board
Citizen Volunteers: Leana Bowman; Kathy Carey (absent); Allan Klinker

AGENDA ITEMS:
1. Approval of Agenda
The Agenda was approved unanimously by the Committee.
2. Approve Minutes of the August 21, 2019 meeting.
The Minutes were approved unanimously by the Committee.
3. Public Comments on Non-Agenda Items
Members of the public may address the Committee on items within its subject matter area which are not
listed on this Agenda. The Committee cannot take action on any item that is not on the Agenda. The
Committee or staff may briefly respond to statements made or questions posed, or may ask questions for
clarification. These items may also be referred to staff or scheduled on a future Agenda. There will be a
separate opportunity for public comment for each item on the Agenda.

•

None

4. Information & Discussion Items:
A. Purchasing Policy – Mr. Jones provided background on existing policies and ordinance
code provisions and the need for updating. Discussion followed, resulting in
recommendations that staff will explore regarding spending limitations, bids and timelines,
and definitions and procedures regarding emergency situations.
5. Committee Member Comments – Mr. Klinker asked about infrastructure issues including the
process for filling potholes and water leaks.
6. Staff Comments – None
7. Adjournment – The next meeting of the Finance Committee is February 19, 2020.

Kristy McEwen, Secretary of the Board

Finance Committee

Bear Valley Community Services District
DRAFT
BUDGET CALENDAR
FY 2020-21

Action

Date

 Budget Calendar Reviewed by Finance Committee

02/19/20

 Revenue Projections completed by Finance

02/28/20

 Budget Worksheet, Instructions, and Guidelines distributed to
departments

03/02/20

 Departments submit Budget Requests to Finance

03/27/20

 General Manager reviews budget requests with Admin Budget Team
and Department Heads / Supervisors

03/30/20 - 04/03/20

 General Manager reviews proposed budget with Finance Committee

04/15/20

 General Manager submits proposed budget to Board of Directors

05/14/20

 District staff and Board of Directors conduct Budget Workshops and
review proposed FY 2020-21 budget

05/18/20 – 05/22/20

 Board of Directors adopts final FY 2020-21 budget

 Adopt resolutions setting bond tax rate
 Adopt road assessment, police tax, gate tax, standby charges

06/11/20

07/09/20

Bear Valley Community Services District

Sewer Rate
Adjustment Study

Bear Valley Community Services District
This report has been prepared in accordance with Proposition
218 and its implementing procedures.
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Wet, corroded electrical conduit in the lift station.

Proposition 218 Process Timeline

Feb 13, 2020
Board of Directors
receives Preliminary
Final Draft Report
on Wastewater Rate
Study

A:

Feb - March
Report is published
to be reviewed
by residents
and advisory
committees.
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Mar 12, 2020
Board finalizes
Report & Rates.
Sets Public Hearing.
Begin mailing Prop
218 Notices

(661) 821 - 4428

May 14, 2020
Public hearing
is held. Protests
are counted and
process is finalized.
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Introduction & Summary

Section 01: Introduction & Summary
1.1 General
Bear Valley Springs is a community of approximately 8,000
people located approximately 11 miles west of the City of
Tehachapi, in Kern County, California. The community is
within an area covering approximately 25,000 acres, much
of it open space, and includes primarily single-family
homes with a few condominiums, a small commercial area,
equestrian facilities, a golf course, parks and other open
spaces, and two recreational lakes.
The Bear Valley Community Services District (BVCSD or
District) was formed in 1970 for the purpose of providing
public services to the community. The BVCSD is responsible
for roads, police, water, sewer, solid waste, parks, and
recreational facilities within the Bear Valley Springs
community.

1.2 Purpose
In July 2019, the Board of Directors of the BVCSD directed
the General Manager to have a rate study prepared for the
District’s sewer utility. The BVCSD sewer system serves
approximately 500 single family homes, as well as the golf
course and related country club facilities.
The District has been experiencing negative financial
outcomes for both sewer and water utilities for several years.
The BVCSD recently completed a comprehensive water rate
study and, following the process outlined by Proposition 218,
increased water rates beginning in 2019.

“The District has been experiencing negative financial outcomes for both sewer and water utilities
for several years.”
1.3 Proposition 218

Substantive Requirements of Prop. 218

In California, utility rates charged by municipal agencies
and special districts are governed by rules and procedures
adopted and made part of the State Constitution by the
passage of Proposition 218 (Prop. 218), known as the “Right
to Vote on Taxes Act” in November 1996. Proposition
218 is codified as Articles XIIIC and XIIID of the California
Constitution. Since its passage, numerous court decisions
have clarified the process for considering the adoption of
new fees and charges and increases to existing fees and
charges for certain utility services, including water and
sewer utilities.

Under Prop. 218, a property-related fee or charge must
meet the following substantive requirements:

With certain exceptions, “fee” or “charge” means any
levy imposed by an agency upon a parcel or a person as
an incident of property ownership, including a user fee or
charge for a property-related service.

•

Revenues derived from the fee or charge must not exceed
the funds required to provide the service;

•

Revenues derived from the fee or charge must not be used
for any purpose other than that for which the fee is imposed;

•

The amount of a fee or charge imposed must not exceed the
proportional cost of the service attributable to the parcel;

•

The fee or charge may not be imposed for a service unless
the service is actually used by, or immediately available to,
the owner of the property subject to the fee.

Procedural Requirements of Prop. 218

“Property-related service” means a public service
having a direct relationship to property ownership.

Prop. 218 requires that a public agency proposing a new
or increased property-related fee or charge provide written
notice by mail to the owner of each parcel upon which the
fee or charge will be imposed.
The notice must contain the following information:

Any local agency, such as a special district, proposing
to adopt a new, or increase an existing, property-related
fee or charge must comply with both the substantive and
procedural requirements of Prop. 218.

1.

the proposed amount of the fees or charges;

2.

the basis upon which the fees or charges were
calculated;

This report has been prepared in accordance with
Proposition 218 and its implementing procedures.

3.

an explanation of the need for the new or increased
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Introduction & Summary

Purpose

Revenues derived from
the fee or charge must
not be used for any purpose other than that for
which the fee is imposed.

Cost

Excess

Revenues derived from
the fee or charge must
not exceed the funds required to provide the
service.

The amount of a fee or
charge imposed must
not exceed the proportional cost of the service
attributable to the parcel

Proposition 218 Substantive Requirements
fees or charges; and
4.

the date, time, and location of the public hearing at
which the agency will consider the new or increased
fees or charges.

The public hearing must be held at least 45 calendar days
after the mailing of the notice.

A property-related fee or charge may not be
imposed or increased if a majority submit written
protests.
The final step in the Prop. 218 process is the public hearing
and the determination of whether there is a majority protest
against the property-related fee or charge. The public
hearing cannot be held until at least 45 days after the notice
is mailed. At the end of the public hearing, if written protests
against the proposed new or increased fees or charges are
not submitted by a majority of affected property owners, the
agency may proceed with imposing the fees or charges.
California law simplifies the process for determining
whether a majority protest exists by allowing one protest,
filed by an owner or, if permitted by local rules, a tenant of
an affected parcel, to be counted.

1.4 Summary
Chapter 2 gives a general description of the operations of
the BVCSD sewer system.
Chapter 3 is the compilation and analysis of existing sewer
system flow data to identify trends that can then be used to
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project future system demands and develop corresponding
future rates.
Chapter 4 summarizes the financial aspects of the sewer
system. The data indicate there have been significant
increases in the expenses incurred by the Sewer Operating
Fund (Fund) in recent years which has created deficit
spending and depleted the Fund. This trend leaves the
Fund in a very vulnerable financial state, which does not
provide reserves for any capital or emergency spending.
Chapter 5 reviews the cost data that was used to establish
the proposed future rates, and identifies needed operating
costs, operational capital and debt service requirements,
resulting in recommended rate adjustments to satisfy the
basic needs of the Fund.

1.5 Findings
Based upon the projections for future expenses, including
funding of normal operations, adequate reserve funds,
funding of normal operating capital replacements and
ensuring satisfaction of borrowing covenants, the current
revenue stream is inadequate, and an increase is needed for
the Sewer Operating Fund to be solvent.
Although it is a normal practice to charge commercial
users for the strength of the constituents in their wastewater,
in the District there are only two restaurants with higher
than residential wastewater strength. As they are small
contributors and the resulting combined wastewater
strength at the wastewater treatment plant is within normal
residential strength levels, there appears to be no reason to

(661) 821 - 4428
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General Description

Figure 2-1 The area receiving sewer service is outlined: residential in yellow, commercial in white
change the current practice that charges by “flow only”.
Based upon existing operational costs indexed for five
years, the funding of needed capital expenses, having
a 20% of operating expenses Fund Balance to satisfy
the Reserve Policy, and satisfying the 110% debt service
covenant, the rates should be increased 35% in the first year,
29% in the second year and 5% each of the next three years
for residential accounts. Commercial account rates should
be increased 37% in the first year, 31% in the second year, 15%
in the third year, and 5% each of the next two years.

Section 02 - General Description
2.1 General
The focus of this study is only on the sewer service rates
of the Bear Valley Community Services District and does not
address sewer capacity fees.

2.2 System Background
The BVCSD provides wastewater collection and treatment
service to a portion of the District as shown in Figure 2-1.
The area receiving sewer service is generally located in the
higher density, lower elevation portions of the District. This
Sewer Rate Study applies only to those lots receiving sewer
service.

The four (4) commercial connections consist of the Oak
Tree Country Club, which houses Oak Branch Saloon, the
Oaks Restaurant & banquet room, the Bear Valley Springs
Association (BVSA) offices, the Mulligan Room restaurant,
and the Pro Shop.
The wastewater is collected in a series of gravity pipes and
pumped from a single lift station to a wastewater treatment
plant (WWTP). The WWTP is a 0.25 million gallons per day
(MGD) facility consisting of an oxidation ditch followed by
sand filters and disinfection. This results in a tertiary treated
effluent suitable for discharge into Sycamore Canyon and
use on the Oak Tree Country Club golf course.
The system provides effluent supplied directly to the golf
course irrigation pumps in the late spring through late fall,
and the effluent is discharged into Sycamore Canyon the
remainder of the time.
The residential lots are charged a monthly fee for sewer
services, and commercial connections are charged based
upon metered water usage. The BVSA is charged a fee for
the effluent used as golf course irrigation.

The remaining residential and commercial lots in the
District are on septic systems with on-site leach field
disposal. The connections to the sewer system presently
include 478 residential and four (4) commercial connections,
and 22 undeveloped residential lots.
Page 4
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Analysis

Section 03 - Analysis

Influent Flows 2018 vs 2019

3.1 General

6,000,000

Fiscal Year 2019-20 information was used to project future
sewer rates. Actual revenue and expenses from years 2014
to 2019 (Appendix: Table 4.1) show the challenges facing
the Sewer Operating Fund for the past six years.

5,000,000

3.2 Community

4,000,000
3,000,000
2,000,000
1,000,000

Based on data from the District utility billing system, the
total number of residential sewer accounts has risen only
nominally from 2009 to 2019. This minimal growth in the
connections results in a similarly nominal flow increase to
the system. There are currently 22 vacant residential lots
connected to the system for future development.
The limited commercial connections (4) have remained
constant in the recent years, and no expansion of those
facilities has occurred or is anticipated.

-

2018

2019

Figure 3-1 Influent entering the sewer system is increasing

Section 04 - Recent Expense & Income Data
4.1 General

3.3 Total Flows
Figure 3-1 shows the wastewater flows entering the
wastewater treatment plant. The data indicates flows have
been increasing. However, a malfunctioning inflow meter
was replaced in 2017, and prior year flow data is therefore
deemed unreliable.
Since the meter has been replaced, flows have been
averaging about 75,000 gallons per day. Significant
increases occurred during the early months of 2019, which
saw much greater precipitation than prior “drought” years,
suggesting that inflow and infiltration (I/I) into the sewer
lines is occurring.
Additional investigation via televising of the sewer lines
will need to be completed to fully understand if this is the
cause of the flow increases. Nonetheless, for the purposes
of this study, the daily average inflow of approximately
75,000 gallons per day for the past two years, is expected
to remain constant for the next five (5) years.

3.4 Existing Rate Structure
The current rate for a dwelling unit (single family or
condominium) or Equivalent Dwelling Unit (EDU) is $76.16
per month. Commercial accounts (there are four) pay
$19.04 per 100 cubic feet of water used (HCF).
The last rate adjustments were in 2008 and 2012. In 2012,
the rate was increased by $11.03 per month per Equivalent
Dwelling Unit (EDU), an increase that was intended to
generate a positive Fund balance. However, the rate
structure did not accommodate any future capital expenses
greater than $5,000 per year.

Fiscal year 2019-20 information served as the base data
used to project future sewer rates. Prior fiscal years 20142019 data was reviewed to check for any possible anomalies
to take into consideration when projecting future budgets.
In some cases, earlier years were used to forecast a trend in
sewer connections growth and usage.

4.2 Expenses
The fiscal years 2014-2019 expenses shown in Table 4-1
indicate a marked increase in expenses, mostly in personnel
costs. Prior to May 2016, the sewer plant was not operating
within compliance of the State Water Quality Control Board
(SWQCB) regulations for approximately two years.
Those regulations require at a minimum a Grade 3
Wastewater Certified Operator to assume the role of Chief
Plant Operator (CPO). Additionally, the District is required
to have, at minimum, a Grade 2 certified Operator on staff
in the event that the CPO is unable to perform his/her
duties. (This may be as simple as the CPO off for a sick day,
vacation, etc.).
The Chief Plant Operator who was working only part-time,
had the appropriate certifications, however, no other staff
at the plant was certified to fulfill the additional compliance
standards.
In addition to the minimum plant compliance
requirements, for many years the sewer collection system
had been neglected. Collection system maintenance
requires a good base plan for root control and general
cleaning of lines.
Under sized equipment and time had led to lines being
overly impacted by roots and sludge build up which leads
to more plugs in the lines, ultimately increasing the potential
for back-ups in the system. Back-ups allow for potential
damage to the environment, fines and damage to private
property.
With proper equipment, staffing, maintenance plans
and procedures, the odds of any potential back-up can be
reduced. When working on the sewer collections system,
a minimum of 2 people are needed. This allows for proper
safety procedures to be followed while on the streets and

A:

28999 S Lower Valley Rd | Tehachapi CA 93561

(661) 821 - 4428

Page 5

Line

Actuals for Fiscal Year Ending June 30

Description

2014

2015

2016

2017

2018

2019

Revenues

1

Wastewater service charges

$494,610

$499,490

$493,367

$497,775

$497,992

$495,007

2

Other charges for services

3,473

40

134

438

849

466

3

Total operating revenues

$498,083

$499,530

$493,501

$498,213

$498,841

$495,473

Operating Expenses
4

Salaries and benefits

$215,103

$198,494

$217,654

$360,090

$411,384

$429,897

5

Operations

170,931

148,960

141,185

137,368

184,702

179,787

6

Total operating expenses

$386,034

$347,454

$358,839

$497,458

$596,086

$609,684

7

Operating income (loss) before depreciation

$112,049

$152,076

$134,662

$755

$(97,245)

$(114,212)

8

Depreciation expense

(177,929)

(160,077)

(97,514)

(34,781)

(43,347)

(41,259)

9

Operating income (loss)

$(65,880)

$(8,001)

$37,148

$(34,026)

$(140,592)

$(155,471)

Non-operating revenue (expense)
10

Interest earnings

$966

$2,181

$4,429

$6,623

$8,031

$12,713

11

Interest expense

(14,242)

(13,690)

(13,122)

(12,537)

(11,936)

(11,315)

12

Principal payments on loans payable

(18,566)

(19,110)

(19,670)

(20,247)

(20,840)

(21,451)

13

Total non-operating revenue (expense)

$(31,842)

$(30,619)

$(28,363)

$(26,161)

$(24,745)

$(20,053)

14

Operating transfers in (out)

-

-

-

$1,309

$5,540

$(402)

Capital Contributions
15

Capacity charges

$39,174

-

$6,529

$6,529

$13,058

$13,058

16

Total Capital Contributions

$39,174

-

$6,529

$6,529

$13,058

$13,058

17

Net results

$(58,548)

$(38,620)

$15,314

$(52,349)

$(146,739)

$(162,868)

18

Debt service coverage

4.64

4.70

4.44

0.42

-2.32

-2.70

Table 4-1: HIstorical Operating Results - BVCSD Sewer Utility
while operating any equipment that may be needed.
In 2016, the District added a Grade 2 Certified Operator
to the staff that consisted of a now full-time Grade 4 Chief
Plant Operator and a Grade 1 Certified Operator. By having
three operators on staff, all duties can be performed without
other duties being neglected, therefore improving everyday
productivity for general plant maintenance and collection
system maintenance, and maintaining full compliance with
State regulations.
The above-referenced necessary staffing changes
resulted in the majority of the cost increases to the system
operations expenditures.
Combined with a relatively flat revenue stream, this
resulted in the sewer enterprise having annual deficit
spending, averaging over $110,000 per year since 2017. This
deficit will continue to increase unless rates are adjusted.

4.3 Income from Existing Rates
The existing rate structure generates approximately
$497,000 in revenues per year. There is nominal revenue for
other sewer-related services, generally only a few thousand
dollars per year.
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Summary

Operating Revenues

Cost Data

Item

Reason

Cost

Aeration Tank Gearbox Replacement

Gearbox shaft seal leaks, current gearbox approx 8 years old

$15,000

2020

Clean and Televise

Needed for CIP and satisfying regional board to show attempts to reduce l&l

$52,000

2020

Maintnance & Storage Shop:

Equipment storage and adequate working space for staff

$80,000

2020

Plant security: safety lighting:

Extremely dark at night when called out. Lights in place not operational

$13,092

2020

Year 1

2020 Total

SCADA

Purchase and implementation / No current SCADA at WWTP

Lift Station Rehab

Motor replacement (2), Pump rebuilds (2), spare purchased

Year 2

2021 Total

Year

$160,092
$100,000

2021

$50,000

2021

$150,000

Sand Filters

Old filter sand removed, replaced, and hauled off (haz-mat?)

$25,000

2022

Emergency Generator

Automatic Transfer Sqitch upgrade, parts becoming obsolete

$20,000

2022

Sand Filter Air Compressor

Replaced

$15,000

2022

Pond

Cracks and concrete sealed

$120,000

2022

Year 3
Headworks

2022 Total

$180,000
$200,000

Upgrade to mechanical bar screne

Year 4

2023 Total

2023

$200,000
$2,500

2024

$20,000

2024

$6,000

2024

$11,000

2024

$12,000

2024

Rotor brush overhauled (bearing and shaft)

$45,000

2024

Pumps rebuilt

$15,000

2024

2024 Total

$111,500

Annual Average

$160,318

Hydro-jetting unit

Replace high pressure hose

Golf Course Pumps

Motor Rebuild (2) pump rehab (2)

Underground Infrastructure

Sludge bed valves replaced

Clarifier Trough

Re-coated

Scum Pit

Pump replacements (2)

Aeration Tank
Tertiary Pumps

Figure 5-1: Projected Sewer Fund Revenue & Expenses (Continued from Table 5-1)

Section 05 - Projected Expense, Income &
Rates
5.1 General
Chapters 2,3 and 4 have developed the background
data necessary to project future rates. Actual expense
trends were presented from years 2014-2019. Wherever an
obvious anomaly in the expense item for any single year was
detected, this was adjusted to represent a normal year. The
current 2019-20 FY budget was used as a base for future
budget projections, and needed capital improvements were
included.
For the purposes of determining an escalation rate for
expense items, the study uses the same indexing that was
used in the most recent Water Rate Study that was adopted
in February 2019.
Once expenses for the projected year were established,
that year’s expense total determined the income required
to meet that year’s budget. The monthly rate charged was
then determined based on the existing Equivalent Dwelling
Unit (EDU) rate structure.

5.2 Expenses
The current operations are deemed to be underfunded,
particularly in the area of ongoing repair and maintenance
funding. In addition, depreciation funding had not been
forecast in prior years, and when subsequently accounted
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for contributes to an underfunding of expenses.
The current FY 2019-2020 budget is incrementally
adjusted annually by the percentages shown in Appendix:
Table 5-1. These indices are the same as those used in the
recent Water Rate Study.

5.3 Capital Improvement Needs
The District has not adopted a formal sewer system capital
improvement plan, but for the purposes of this study, District
staff identified needed improvements to the system and
prioritized and spread the costs of such improvements over
the five-year period of this study.
Figure 5-1 shows the proposed sewer system capital
improvements identified for the next five (5) years. These
represent the cost of ongoing maintenance repairs
needed to keep the sewer system functioning within the
requirements of the District’s operating permit.

5.4 Income
As a guide to the development of the proposed rates,
several goals were identified:
•

Rates should adequately fund future operational costs,
indexed appropriately.

•

Rates should adequately fund the debt service coverage
covenants the District has with lending agencies.

•

Rates should generate enough revenue to meet the adopted
Sewer Operating Fund Balance Policy that calls for 20% of
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the annual operating costs.
•

Feb

Mar

Apr

Avg

Avg/User

1756

1807

1414

1896

1718

3.59

478

Number of Accounts
Residential WaterUsage

For the purposes of rate development, the calculated
expenditures for the operations, debt service, and capital are
projected and funded by separate rates for residential and
commercial accounts.

5.5 Rates
It is recommended that the current rate structure be
retained, and that the rate increases be applied to both
residential and commercial accounts based upon that rate
structure. The following is the current rate structure and
calculations.
Total Wastewater Budgeted Expenditures for FY 2012-13

Jan

Figure 5-2: Residential Sewer Usage Based on Water Usage
2016

2017

2018

2019

Avg

2197

2533

2625

2332

2422

Sewer Credit Totals (HCF)

411

377

679

383

463

Monthly (HCF)

183

211

219

194

202

34

31

57

32

39

1,786

2,156

1,946

1,949

1,959

41

50

45

45

45

Totals (HCF)

Sewer Credit Monthly (HCF)
Net Sewer Usage/Year
EDU (HCF / 3.6)

Figure 5-3: Calculation of Commercial Sewer Usage

500,007
($25,000)
($5,156)
($6,500)

Rate Calculations

Less: Effluent Revenues
Less: Miscellaneous Revenues
Less: Capacity Fees

Net Expenditures

$463,351

Capital Outlay

160,092

Total Expenditures

924,338

Total EDU’s for Commercial
Total EDU’s for residential

=40
=467

507

Total

Residential rate increase calculated at:$463,351 913.91
= $76.26
507 12 Mos.
Residential rate increase calculated at:

$76.16
=$19.04
4

33,807

Debt

Less:
41,996

Effluent Sale Revenue
Misc. Revenue

1,250

Interest Revenue

5,000

876,092

Net Expenditures

In preparation of a new proposed rate structure, the first
step was to confirm the EDU calculations for use in the
formula.
To understand the average residential EDU, District billing
records for the 478 residential accounts to determine their
average water use from November 15, 2017 to March 15, 2018
were used. Assuming that during these winter months there
is little to no outside water use, it can be determined what
amount of sewage is generated.
The billing and calculations for this and other rate
calculations is based on a measure of Hundred Cubic Feet
(HCF), which is 748 gallons.
The resultant 3.59 average is rounded up to 3.6 for the
purposes of calculations, and is a slight decrease from the
4.0 average used in the 2012 rate adjustment calculations.
The second step in preparation of the new proposed rate
structure is identifying the amount of water & sewer use by
the commercial accounts and translating that usage into
EDUs. To understand the average commercial EDUs, District
billing records for the past four years (2016-2019) were used
to establish an average annual water consumption and
sewage generation.
The District billing system includes “sewer credit” accounts
that identify water used for irrigation, which is deducted from
the water usage to determine a net sewer use. The four year
average is then converted into EDUs to create an average
commercial EDU count. This is used in the rate calculation
structure as shown on Figure 5-3.
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730,439

Operations

Total EDU for Commercial

45

Total EDU for Residential

478
523

Total EDU

1,675

Expenditure/Edu/Year

140

Monthly Net Expenditure / EDU - Mo. Residential Rate
Mo. Net Costs / EDU Divided by 3,6 HCF / EDU = Comm. Rate

39

Figure 5-4: Calculation of Residential and Commercial Rates
Year

Unit Charge

%Inc

Amt Inc

Residential Sewer Rate
$76.16

Current
Initial New Rate

$103.00

35

$26.84

Jan 2021

$133.00

29

$30.00

Jan 2022

$140.00

5

$7.00

Jan 2023

$147.00

5

$7.00

Jan 2024

$154.00

5

$7.00

Commercial Sewer Rate
Current

$19.04

Initial New Rate

$26.00

37

$6.96

Jan 2021

$34.00

31

$8.00

Jan 2022

$39.00

15

$5.00

Jan 2023

$41.00

5

$2.00

Jan 2024

$43.00

5

$2.00

(661) 821 - 4428

Figure 5-5: Proposed Sewer Rates
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Cost Data

The rates should provide for adequate annual funding
of ongoing, normal capital repair and replacements
of equipment for both the collection and treatment
components of the sewer system.

Findings

In using the existing rate structure, the estimated
expenses, including proposed capital less other revenues,
are divided by total EDUs and result in rates for residential
and commercial accounts as shown in Figure 5-4
.

Section 06 - Recommendations and
Implementation Process

The proposed sewer rates are then developed using
estimated expenses for the next five years. The amount
of the increases during those years were based upon
satisfying the four main goals stated in Section 5-4.

Based on this study, it is recommended that the
District adjust sewer service rates in 2020 as presented in
Figure 5-1. If adopted following the applicable Prop. 218
procedures, the total monthly sewer service bill for a typical
single-family residential unit will be $103.00. The monthly
sewer service bill under current rates is $76.16.

The model assumes no new connections to the system.
This assumption is the most conservative approach,
ensuring that there cannot be a financial shortfall due to
overestimating this component of overall revenue.
The proposed sewer rates are shown in Figure 5-5 for
residential sewer service and commercial sewer services.
The rates were developed to achieve the required rates
calculated in Figure 5-2 by the third year (2023) of the five
year proposed rate adjustments.
After the initial implementation of new rates, future
increases are modeled to be effective January 1st of
subsequent years.

5.6 Summary of Sewer Operating Fund and
Reserves after Rate Adjustments
As shown on Appendix: Table 5-2, with the
implementation of new rates as proposed, there is
adequate revenue to fund the operating expenses
annually. The debt service coverage ratio requirement will
be achieved during year two. The proposed capital will be
funded during FY 20-21 as scheduled.
Lastly, the Fund Balance Policy will be satisfied in year
2025. All four goals are achieved during the period of the
rate increase implementation. Thereafter, there is capacity
for additional operational capital in subsequent years
without additional rate increases, the amount of which is
determined based upon the annual operational expenses
and satisfaction of the Fund Balance being maintained at
the 20% level.

6.1 Adjustments to Rate Schedule

It is further recommended that the Board review the
financial performance of the sewer enterprise fund each
subsequent year and, at their discretion, adjust rates as
needed to meet increased expenses and to continue to
build appropriate reserves. The rates may not exceed
those presented in Figure 5-5 for each year. If the full
amount of an increase is not imposed in any year, the Board
may recapture rate increases in a subsequent year.

6.2 Implementation Process
1.

The first step of a proposed rate increase is the adoption of a
resolution calling for the Public Hearing on the proposed rate
increases and directing staff to proceed with the process.

2.

The second step is to mail a Notice of Public Hearing to affected
property owners at least 45 days before Public Hearing. The
Notice does not include a ballot but will include a form of protest
as pursuant to Proposition 218, those who wish to protest the
proposed rates must submit a written protest. Guidelines for the
submission of protests will be set forth in the Notice.

3.

On the appointed date, the Board will hold the Public Hearing and
receive testimony on the proposed rate adjustment and allow for
the final submission of any written protests.

4.

Following the Public Hearing, the written protests will be tabulated
and if a majority protest has not occurred, the Board will approve of
the proposed sewer rate increase schedule.

5.

Review sewer enterprise revenue and expenses annually to
confirm the assumptions and projections in this study. Adjust
sewer service rates as appropriate.

6.

Conduct a Sewer Rate Study update in FY 24/25

1. Conduct a Rate Study

2. Board Resolution

Rate studies should be
conducted every few
years to ensure that rates
are in line with costs to
deliver service.

Rate Study

When the Board of Directors
deems a rate adjustment
necessary, they begin the
Prop. 218 process by calling
for a Public Hearing

Board
Resolution

6. Annual Review

Utility enterprise revenue
and expenses are
reviewed annually to
confirm the assumptions
and projections outlined
in the study.

3. Notice of Hearing

5. Rate Adoption

Following the Public Hearing,
written protests are tabulated
and , if a majority protest
has not occurred, the Board
approves the rate adjustment.

A:

Notice of
Public Hearing

Annual Review

28999 S Lower Valley Rd | Tehachapi CA 93561

Rate Adoption

Public Hearing

(661) 821 - 4428

The District must mail a
Notice of Public Hearing to
all affected property owners
before the date of the Public
Hearing

4. Public Hearing

A Public Hearing is held to
receive testimony on the
proposed rate adjustment and
allow for the final submission of
written protests.
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Projected Operating Results [1] Sewer Utility
Description
Number of residential accounts

Projected for Fiscal Year Ending June 30
2021

2022

2023

2024

2025

478

478

478

478

478

478

76.16

103.00

133.00

140.00

147.00

154.00

Monthly Increase

26.84

30.00

7.00

7.00

7.00

Residential Rate Increase %

35%

29%

5%

5%

5%

26.00

34.00

39.00

41.00

43.00

Monthly Increase

6.96

8.00

5.00

2.00

2.00

Commercial Rate Increase %

37%

31%

15%

5%

5%

Fixed Monthly Rate

Commercial Rate

19.04

Commercial Usage (4 year annual avg. HFC)

1959

User Rate Revenues [2]

6

1

Residential Service Charges

$449,683

$676,848

$782,964

$823,116

$863,268

$883,344

2

Commercial Service Charges

$38,436

$58,770

$71,504

$78,360

$82,278

$84,237

3

Effluent

$36,552

$41,996

$41,996

$41,996

$41,996

$41,996

4

Subtotal User Rate Revenues

$524,671

$777,614

$896,464

$943,472

$987,542

$1,009,577

5

Wastewater System Growth

0.00%

0.00%

0.00%

0.00%

0.00%

0.00%

6

Other charges for services [5]

1,250

1,250

1,250

1,250

1,250

1,250

7

Total Operating Revenues

$525,921

$778,864

$897,714

$944,722

$988,792

$1,010,827

Operating Expenses
8

Salaries and benefits

$514,016

$533,904

$549,921

$566,419

$583,412

$600,914

9

Operations

$286,607

$196,534

$200,945

$205,307

$209,529

$214,035

10

Total Operating Expenses

$800,623

$730,439

$750,866

$771,727

$792,940

$814,949

11

Operating Income (loss) before depreciation

$(274,702)

$48,425

$146,847

$172,995

$195,852

$195,878

12

Depreciation Expense

-

-

-

-

-

-

13

Operating Income (loss)

$(274,702)

$48,425

$146,847

$172,995

$195,852

$195,878

Non-operating revenue (expense)
14

Interest earnings

$8,750

$5,000

$2,500

$1,500

$1.000

$1,000

15

Total non-operating revenue (expense)

$8,750

$5,000

$2,500

$1,500

$1.000

$1.000

-

-

-

-

-

$(259,423)

$53,425

$149,347

$174,495

$196,852

$196,878

-

-

-

-

-

-

Capital Contribution
16

Capacity Charges

$6,529

17

Total Capital Contributions

$6,529

18

Available for Debt Service

Debt Service
Annual Debt Service
19

AD Debt Service

20

CIEDB Installment Loan

$33,883

$33,807

$33,729

$33,649

$33,567

$33,482

21

Total Debt Service

$33,883

$33,807

$33,729

$33,649

$33,567

$33,482

22

Net Results of Operations

$(293,306)

$19,618

$115,618

$140,846

$163,285

$163,396

Transfers
24

Transfers in

$79,144

-

-

-

-

-

25

Transfer Out

$(8,071)

-

-

-

-

-

26

Total Transfers

$71,073

-

-

-

-

-

27

Net Results After Transfers

$(222,233)

$19,618

$115,618

$140,846

$163,285

$163,396

Table 5-1: Projected Sewer Fund Revenue & Expenses (Continued on next page)
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Appendix

Line

Budgeted
2020

Line

Projected for Fiscal Year Ending June 30

Budgeted
2020

Description

2021

2022

2023

2024

2025

Appendix

Debt Service Coverage
Income available for Debt Service
28

From Operations

29

From Reserves

$(259,423)

$53,425

$149,347

$174,495

$196,852

$196,878

-

-

-

-

-

-

$(259,423)

$53,425

$149,347

$174,495

$196,852

$196,878

(7.66)

1.58

4.43

5.19

5.86

5.88

1.10

1.10

1.10

1.10

1.10

1.10

Debt Service Coverage - Total Debt
30

Income availabe for Debt Service

31

Calculated

32

Required

Fund Balance Calculation
Water Fund
33

Beginning Fund Balance

$588,084

$365,851

$225,377

$190,995

$151,841

$115,126

34

Deposit / (Withdrawal) from Operations

(222,233)

19,618

115,618

140,846

163,285

163,396

35

Capital Projects funded with cash

-

(160,092)

(150,000)

(180,000)

(200,000)

(111,500)

36

Ending Fund Balance

$365,851

$225,377

$190,995

$151,841

$115,126

$167,022

37

Targeted Fund Balance 20%

$160,125

$146,088

$150,173

$154,345

$158,588

$162,990

38

Variance

$205,726

$79,289

$40,821

$(2,504)

$(43,462)

$4,033

Table 5-1: Continued from previous page

Description

2021

2022

2023

2024

2025

General Inflation

2.18%

2.25%

2.17%

2.06%

2.15%

Wages

3.00%

3.00%

3.00%

3.00%

3.00%

Benefits (1)

13.02%

13.02%

13.02%

13.02%

13.02%

CalPERS - Current (1)

8.16%

8.16%

8.16%

8.16%

8.16%

CalPERS - UAL (1)

7.82%

8.16%

8.16%

8.16%

8.16%

Social Security (1)

7.74%

7.74%

7.74%

7.74%

7.74%

Unemployment (1)

0.46%

0.46%

0.46%

0.46%

0.46%

Workers Comp (1)

6.78%

6.78%

6.78%

6.78%

6.78%

Administration

3.50%

3.50%

3.50%

3.50%

3.50%

Maintenance

3.50%

3.50%

3.50%

3.50%

3.50%

Departmental Expenses

Note: (1) represents a historical average of percentage of wages which is then applied to projected wages
to determine projected expense.

Table 5-2: Operating expense escalation factors

A:

28999 S Lower Valley Rd | Tehachapi CA 93561
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Line

Description

Fund

Account

Type

Budget
2020

Escalation
Reference

Projected for Fiscal Year EndingJune 30
2021

2022

2023

2024

2025

Expenses By Unit
Salaries & Benefits

Salaries

$514,016

$533,904

$549,921

$566,419

$583,412

$600,914

2

Services & Supplies

Services

286,607

196,534

200,945

205,307

209,529

214,035

3

Debt Servicing

Debt

33,883

33,807

33,729

33,649

33,567

33,482

4

Capital Outlay

Capital

-

160,092

150,000

180,000

200,000

111,500

5

Transfers Out

Transfers

8,071

-

-

-

-

-

6

Total Expenses By Unit

$842,577

$924,338

$934,596

$985,376

$1,026,507

$959,931

WASTEWATER ENTERPRISE FUND (43)
7

Salaries & Benefits

43

Salaries

$514,016

$533,904

$549,921

$566,419

$583,412

$600,914

8

Services & Supplies

43

Services

286,607

196,534

200,945

205,307

209,529

214,035

9

Debt Servicing

43

Debt

-

-

-

-

-

-

10

Capital Outlay

43

Capital

-

160,092

150,000

180,000

200,000

111,500

11

Transfers Out

43

Transfers

8,071

-

-

-

-

-

WASTEWATER DEVELOPMENT FUND (61)
12

Salaries & Benefits

61

Salaries

$-

$-

$-

$-

$-

$-

13

Services & Supplies

61

Services

-

-

-

-

-

-

14

Debt Servicing

61

Debt

33,883

33,807

33,729

33,649

33,567

33,482

15

Capital Outlay

61

Capital

-

-

-

-

-

-

16

Transfers Out

61

Transfers

-

-

-

-

-

-

WASTEWATER RESERVE FUND (69)
17

Salaries & Benefits

69

Salaries

$-

$-

$-

$-

$-

$-

18

Services & Supplies

69

Services

-

-

-

-

-

-

19

Debt Servicing

69

Debt

-

-

-

-

-

-

20

Capital Outlay

69

Capital

-

-

-

-

-

-

21

Transfers Out

69

Transfers

-

-

-

-

-

-

$842,577

$924,338

$934,596

$985,376

$1,026,507

$959,931

TRUE

TRUE

TRUE

TRUE

TRUE

TRUE

22
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Appendix

1

1-8-6: PURCHASING:
A. Applicability: This section shall apply to either contracts not covered by the Public
Contract Code or contracts covered by the Public Contract Code only to the extent that
the Public Contract Code does not provide guidance.
B. Centralized Purchasing System: In order to establish efficient procedures for the
purchase of supplies, materials and equipment, and to secure for all departments of the
district supplies, materials and equipment at the lowest possible cost commensurate with
the quality needed, to exercise positive financial control over purchases, to clearly define
authority for the purchasing functions, and to assure the quality of purchases, a
centralized purchasing system is adopted. Other than as described in section 1-8-9 of
this chapter, there shall be no exemption from centralized purchasing and no district
department shall be authorized to purchase or contract for the purchase of supplies,
services or equipment independently.

Commented [HJ1]: Discuss Centralized vs Decentralized
Purchasing System. More exemptions added to section 1-89 below

C. Purchasing Agent: The purchase and sale of all supplies, services, materials and
equipment shall be the responsibility of the general manager who shall be the purchasing
agent. The purchasing agent will justify acquisition of any capital items over five
thousand dollars ($5,000.00) and related expenditures and ensure that all the district's
bills are paid on time.
D. Estimates Of Requirements: All departments shall file detailed estimates of their
requirements for supplies, materials and equipment in such manner, at such time, and for
such future periods as the purchasing agent shall prescribe.
E. Requisitions: All departments shall submit requests for supplies, materials and equipment
above $1,000
to the purchasing agent on standard requisition forms.
F. Purchase Orders: Purchases of supplies, materials and equipment above $1,000 shall be
made only by
purchase order and signed by the purchasing agent.
G. Encumbrance Of Funds: The purchasing agent shall not issue any purchase order for
supplies, materials or equipment unless there exists an unencumbered appropriation in
the department or fund against which the purchase is to be charged. (Ord. 09-230, 1-8-

Commented [HJ2]: Discuss dollar threshold

2009)
H. Purchases Made By Credit Card: The Ggeneral managerManager, assistant general manager,
chiefChief
of policePolice, superintendent Director of public Public worksWorks, finance Administrative
Services directorDirector, and district District secretarySecretary, General Services Supervisor,
Roads Supervisor, Wastewater Supervisor, and Water Supervisor are
authorized to use a district credit card issued in their names. Additional staff who may have
specific needs for a credit card may be issued a credit card in their names upon request from a
department head and approval by the General Manager. Cardholders will sign a Credit Card
User Agreement agreeing to abide by adopted District credit card policies and procedures.
Purchases made by credit
card will be limited to items for which issuing a check is impractical, such as travel
expenses or online purchases. All purchases made by credit card must be preapproved
by the general manager. Credit cards should not be used for individual purchases greater than
$1,000. Individual purchases greater than $1,000 should be made through the
requisition/purchase order process. If the vendor will only accept credit card payment, the
purchase should be authorized through the requisition/purchase order process and the
Purchasing Agent will place the order and make payment. Purchases may not be divided into
multiple transactions to bypass the $1,000 purchase limit. Special circumstances requiring a
purchase greater than $1,000 may be approved by the Department Head/Manager. At the close
of each billing cycle (monthly), individual monthly
credit card statements will be received and reconciled by the district. Individual card
holders are responsible for providing all pertinent receipts and other documentation
necessary for a full reconciliation. A report shall be maintained in the district files and
include the following information: name of purchaser, item purchased, date and amount
of purchase. (Ord. 11-235, 7-14-2011)

1-8-7: FORMAL CONTRACT PROCEDURE:
Except as otherwise provided in this chapter, purchases and contracts for supplies,
materials and equipment of a value greater than twenty five thousand dollars ($25,000.00)
shall be by a written contract with the lowest possible and best bidder, pursuant to the
procedures described in this section.
A. Notice Inviting Bids: Notices inviting bids shall include a general description of the articles
to be purchased, shall state where bid blanks and specifications may be secured, and
the time and place for opening bids.

Commented [HJ3]: Services is not listed. Should we
include separate section for professional or consulting
services?
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B. Publication And Mailing: The notice inviting bids shall be published at least ten (10) days
before the opening of bids in a newspaper of general circulation in the district. The
purchasing agent may establish and maintain a list of prospective bidders. The
prospective bidders shall be listed on said list according to the service or product
provided as indicated by the prospective bidder. It shall be the responsibility of
prospective bidders to ensure that the list contains current information in respect to their
address, service or product. The purchasing agent is authorized to mail invitations to bid
directly to appropriate prospective bidders appearing on said list and to other prospective
bidders.
C. Bidder's Security: Each bid or proposal shall be required by the purchasing agent to be
accompanied by a bidder's bond, certified or cashier's check, or cash in an amount not to
exceed more than ten percent (10%) of the total bid. Bidder's security shall be prescribed
in the public notices inviting bids. Bidders shall be entitled to return of bid security,
provided that a successful bidder shall forfeit his bid security upon refusal or failure to
execute the contract within ten (10) days after the notice of award has been mailed,
unless and to the extent the district is responsible for the delay. The board of directors
may, on refusal or failure of the successful bidder to execute the contract, award it to the
next lowest and best bidder. If the board of directors awards the contract to the next
lowest and best bidder, the amount of the lowest bidder's required security shall be
applied by the district to the difference between the low bid and second lowest bid, and
the surplus, if any, shall be returned to the lowest bidder.
D. Bid Opening Procedure: Sealed bids shall be submitted to the purchasing agent and shall
be identified as bids on the envelope. Bids shall be opened in public at the time and
place stated in the public notices. A record of the bids received shall be available for
public inspection after bids have been opened, indicating the amounts bid by the various
bidders and the basis for awarding the contract or purchase order if other than the lowest
bidder. Such list shall be available for thirty (30) days after the award has been made.
E. Rejection Of Bids: At its discretion, the board of directors shall have the power to reject
any and all bids presented and readvertise for bids.
F. Award Of Contracts: Contracts shall be awarded by the board of directors, by board order,
to the lowest and best bidder except as otherwise provided herein.
G. Tie Bids: If two (2) or more bids received are for the same total amount or unit price,
quality and service being equal, and if the public interest will not permit the delay of

readvertising for bids, the board of directors may accept the one it chooses, or accept the
lowest bid made by negotiation with the tie bidders at the time of the bid opening.
H. Performance Bonds: The board of directors shall have authority to require a performance
bond before executing a contract in such amount as it shall find reasonably necessary to
protect the best interests of the district. If the board requires a performance bond, the
form and amount of the bond shall be described in the notice inviting bids. (Ord. 09-230,
1-8-2009)

1-8-8: OPEN MARKET PURCHASES:
Purchase of supplies, materials, equipment and contractual services of a value between five
thousand dollars ($5,000.00) and twenty five thousand dollars ($25,000.00) may be made by
the purchasing agent in the open market, in accordance with the following procedure:
A. Minimum Number Of Bids: Wherever possible, open market purchases shall be based on
at least three (3) bids and shall be awarded to the lowest and best bidder.
B. Notice Inviting Bids: The purchasing agent shall solicit bids by written request or by
telephone to prospective vendors.
C. Bids: The purchasing agent may receive bids either in writing or by telephone (provided
that a written verification of the bid by U.S. mail, e-mail or fax is provided by the
prospective vendor following the telephone call) and shall keep a record of all open
market orders and bids for the required period of time after the submission of bids or the
placing of orders. This record while so kept, shall be open to public inspection.
D. Open Market Purchases For Which No Bids Are Required: For open market purchases
not exceeding five thousand dollars ($5,000.00), the purchasing agent shall have the
authority to select a specific vendor and place an order without obtaining additional
competitive bids. (Ord. 09-230, 1-8-2009)

1-8-9: EXEMPTIONS FROM CENTRALIZED PURCHASING:

Commented [HJ5]: Should we increase? Other agencies
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A. Emergency Purchase: In the case of an emergency, which is so urgent as to preclude
advance action by the board of directors, the general manager may secure in the open
market at the lowest obtainable price, any supplies, materials, equipment or contractual
services needed. This emergency authority shall extend to all purchases, irrespective of
the fact that the amount might exceed the authorized limitation for open market
purchases. In all instances a full written explanation of the emergency circumstances
shall be filed with the board of directors.
B. Used Equipment: In the case of the purchase or contract for used supplies, materials or
equipment, the purchasing agent is not required to comply with the centralized
purchasing policy. However, when the used supplies, materials or equipment are valued
in excess of fifteen thousand dollars ($15,000.00), the purchasing agent shall file a report
with the board of directors justifying the purchase or contract for the used supplies,
materials or equipment. The board of directors shall approve the purchase or contract for
the used supplies, materials or equipment in excess of fifteen thousand dollars
($15,000.00) prior to the purchase or entering into the contract for the used supplies,
materials or equipment. (Ord. 09-230, 1-8-2009)
C. The purchase is in an amount less than one thousand dollars ($1,000.00;
E. The purchase is to be made through the petty cash procedures up to $100;

F. Sole Source: Sole source procurement is any transaction in which the services and/or supplies can be

obtained from only one source. This is usually necessary if the specification or requirement for purchase
is so unique, that only one possible source could meet the established standards. These purchases require
documented analysis of sole source requirements as well as possible review by the City Attorney and
approval by the City Manager. Justification will be based on the following:
1.

The contractor or supplier is the sole provider of the service or supply.

2.
The contractor or supplier is the only source permitted to provide the service or supply
because of the manufacturer's agreement with the contractor or supplier as sole representative in a
certain geographical area.
G. Competitive bidding or proposal procedures, substantially similar to the competitive bidding or proposal
procedures in this Code, have already been utilized either by a federal, state, county, city or special district
government agency, or by a legitimate cooperative purchasing agency; and, that the supplies, equipment,
materials or public works project provided to the city are at the same or better price, terms and conditions,
as was obtained through such prior competitive bidding or proposal procedures; or
H. Piggyback purchasing procedures, whereby the city has the ability to "piggyback" contracts for products
and equipment, entered into by other governmental agencies (municipality, county or state) through a
competitive bid. The purchasing division will obtain documentation to verify the contract and bid process.
All products or equipment purchased under this provision must substantially meet the technical
specifications of the bid. Major deviations from the product specification will not be allowed. However,
minor modifications which result in a price differential of five (5) percent or less are authorized. Such

contracts include, but are not limited to, contracts to purchase products and services under the California
Multiple Award Schedules (CMAS) or Federal General Service Administration (GSA) contracts.

Chapter 11
PUBLIC PROJECT CONTRACTING PROCEDURES
1-11-1: PURPOSE:
This chapter is enacted for the purpose of implementing the uniform public construction cost
accounting act ("act")1 and the policies and procedures of the California uniform construction
cost accounting commission ("commission") as authorized by Public Contract Code sections
20682(g) and 20682.5(j). (Ord. 16-244, 1-28-2016)

1-11-2: DEFINITIONS:

Unless specifically defined in this chapter, all words and phrases have the meaning set forth
in the act. (Ord. 16-244, 1-28-2016)

1-11-3: PUBLIC PROJECT BIDDING REQUIREMENTS:

The cost limitations and circumstances for determining whether a district public project may
be performed by force account, negotiated contract, purchase order, informal bidding, or
formal bidding are those set forth in the act. (Ord. 16-244, 1-28-2016)

1-11-4: INFORMAL BIDDING PROCEDURES:
Public projects subject to informal bid procedures may be let to contract as follows:
A. The district will develop and maintain a list of contractors in accordance with the act and
the criteria established by the commission.
B. The district will solicit bids by written request to contractors licensed and experienced for
the type of public project work to be performed from the district's list of qualified
contractors established pursuant to this section. Qualified contractors on the list for the

category of work to be performed and all construction trade journals specified by the
commission will be mailed a notice inviting informal bids unless the product or service is
proprietary.
C. The notice inviting informal bids must describe: 1) the project in general terms, 2) how to
obtain more detailed information concerning the project, and 3) state the time and place
for the submission of bids.
D. The mailing of notices to such qualified contractors and construction trade journals will be
done in accordance with the procedures specified in the act.
E. The award of contract may be made to the lowest responsible bidder.
F. The district reserves the right to reject any and all bids presented. If no bids are received,
the public project may be performed by district employees by force account or by
negotiated contract. (Ord. 16-244, 1-28-2016)

1-11-5: FORMAL BIDDING PROCEDURES:
Public projects that exceed the maximum permitted amount under the act for informal
bidding and are not otherwise exempt must be let to contract by formal bidding procedures
in accordance with the act and the applicable provisions of the Public Contract Code. (Ord.
16-244, 1-28-2016)

1-11-6: DELEGATION OF AUTHORITY TO AWARD REGULAR
CONTRACTS:
The general manager is authorized to award contracts pursuant to this chapter in an amount
up to twenty five thousand dollars ($25,000.00). (Ord. 16-244, 1-28-2016)

1-11-7: DELEGATION OF AUTHORITY FOR EMERGENCY CONTRACTS:

Commented [HJ6]: Should this be increased to better
align with dollar thresholds listed in Uniform Public
Construction Cost Accounting Act? See FAQ document on
UPCCAA

In accordance with Public Contract Code section 22050, in the event of an emergency
where immediate action is needed to procure necessary equipment, supplies or services,
the general manager is authorized to take such immediate action without compliance with
the bid noticing requirements of the act or board approval requirements of this chapter;
provided, however, that the general manager and board of directors, as applicable, must
promptly comply with the reporting and review procedures set forth in Public Contract Code
section 22050 following any such emergency contracting. (Ord. 16-244, 1-28-2016)

ORDINANCE NO.
AN ORDINANCE OF THE CITY COUNCIL OF THE
CITY OF TEHACHAPI AMENDING ORDINANCE
NOS. 375, 453, 494, 522, 674, AND 691 AND
REPLACING TEHACHAPI MUNICIPAL CODE
CHAPTER 3.04 PERTAINING TO A PURCHASING
SYSTEM.
________________________________________________
THE CITY COUNCIL OF THE CITY OF TEHACHAPI DOES HEREBY
ORDAIN AS FOLLOWS:
Section 1.

AMENDMENT.

Ordinances Nos. 375, 453, 494, 522, 674, 691 are amended by, and Tehachapi
Municipal Code Chapter 3.04 is hereby replaced with, the following:

•

Title 3 - REVENUE AND FINANCE
Chapters:

•

Chapter 3.04 - PURCHASING SYSTEM
Sections:

•

3.04.010 - Adoption of system—Purpose.
In order to establish efficient procedures for the purchases of supplies and equipment, to secure for the city
supplies, equipment and services at the lowest possible cost commensurate with quality needed; to
exercise positive financial control over purchases, to clearly define authority for the purchasing function,
and to assure the quality of purchases, a purchasing system is adopted.

•

3.04.020 -. De-centralized purchasing
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Other than centrally utilized goods and services, purchasing will be done by each department for
department specific goods and services.
•

3.04.030 - Purchasing agent—Appointment.
The City Manager is the City’s purchasing agent. The City Manager may assign purchasing
duties to other staff (“purchasing officer”) based on recommendations from department heads.

3.04.040 - Purchasing agent—Powers and duties.
The purchasing agent shall have the authority to:
A. Purchase or contract for supplies and equipment required by any using agency, in accordance with
purchasing procedures prescribed by this chapter, such administrative regulations as the
purchasing agent shall adopt for the internal management and operation of the purchasing
department, and such other rules and regulations as shall be prescribed by the city council;
B. Negotiate and recommend execution of contracts for the purchase of supplies and
equipment;
C. Act to procure for the city the needed quality in supplies and equipment at least expense to
the city;
D. Discourage uniform bidding and endeavor to obtain as full and open competition as possible on all
purchases;
E. Prepare and recommend to the city council rules governing the purchase of supplies and equipment
for the city;
F. Prepare and recommend to the city council revisions and amendments to the purchasing rules;
G. Keep informed of current developments in the field of purchasing, prices, market conditions, and
new products;
H. Prescribe and maintain such forms as reasonably necessary to the operation of this chapter and
other rules and regulations;
I.

Supervise the inspection of all supplies and equipment purchased, to insure conformance with
specifications;

J. Recommend the transfer of surplus or unused supplies and equipment between departments, as
needed;
K. Maintain a vendors catalog file, and records needed for the efficient operation of the purchasing
department.
•

3.04.050 - Estimates required.
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All using agencies shall file detailed estimates of their requirements in supplies and equipment in such
manner, at such time, and for such future periods as the purchasing agent shall prescribe.
•

3.04.060 - Requisitions.
Using agencies shall submit requests for supplies and equipment to the purchasing agent by standard
requisition forms, or by other means as may be established by the purchasing rules and regulations except
as follows;
Items from local and on-line hardware stores, general stores, stationery stores, and grocery stores
in which the cost per item is less than $1,000 and
Materials, supplies, and equipment deemed necessary during an emergency.

•

3.04.070 - Purchase orders.
Purchases of supplies and equipment which require public bid shall be made only by purchase orders
except as otherwise provided herein.

•

3.04.080 - Encumbrance of funds.
Except in cases of emergency, or in cases where specific authority has been first obtained from the city
council, the purchasing agent shall not issue any purchase order for supplies or equipment unless there
exists an unencumbered appropriation in the fund account against which the purchase is to be charged.

•

3.04. 090 - Purchasing procedures.
A. .
Purchases of less than thirty thousand dollars may be made by the employees of the city by force
account, by negotiated contract or by blank or open purchase order upon the authority of the purchasing
agent. Prudent judgment shall be used at all times. The City Manager may approve purchases less than
thirty thousand dollars.
B.
For purchases between thirty thousand dollars and seventy thousand dollars the purchasing agent
will attempt to obtain at least three competitive quotations whenever reasonably possible for purchase. The
city council may award the purchase to the lowest responsive and responsible bidder whose quote fulfills
the intended purpose, quality, and delivery needs of the solicitation provided that an unencumbered
appropriation for that item exists.
1.
In lieu of awarding the purchase the city council may reject bids, or authorize the
purchasing agent to negotiate further to obtain terms more acceptable to the city. The purchasing
agent shall solicit bids by written request to prospective vendors or by telephone or by public
notice posted on a public bulletin board in the city hall or by any combination of the foregoing and
make reasonable efforts to obtain more than one bid, provided, however, that the purchasing agent
may, in the exercise of the purchasing agents reasonable discretion, seek only a single bid from a
single vendor.
2.
The purchasing agent shall make reasonable efforts to identify local vendors (as
defined hereinafter) who can provide the equipment or supplies and to solicit bids from same. If
there is more than one bid, the bid shall be awarded to the lowest responsible bidder, provided,
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however, that if the lowest responsible bidder is not a local city vendor, the bid shall nevertheless
be awarded to the lowest responsible local city vendor who is not more than seven and one-half
percent higher than the lowest responsible bidder; provided, however, that notwithstanding the
foregoing, the purchasing agent may, in the purchasing agent's sole discretion, reject the local city
vendor's bid if not the lowest responsible bidder provided the purchasing agent determines in his
or her sole and absolute discretion that rejection is in the best interest of the city.
C.
Except as otherwise provided herein, any purchase of supplies and equipment exceeding an
estimated value seventy thousand dollars shall be by written contract with the lowest responsible bidder
pursuant to the bidding procedures hereinafter prescribed; provided, however, that if the lowest
responsible bidder is not a local city vendor, the bid shall nevertheless be awarded to the lowest
responsible local city vendor who is not more than one percent higher than the lowest responsible bidder;
provided further, however, that if there is no local city vendor or if no local city vendor is within one
percent of the lowest responsible bidder, if the lowest responsible bidder is not a local county vendor, the
bid shall nevertheless be awarded to the lowest responsible local county vendor who is not more than one
percent higher than the lowest responsible bidder.
1.
Notices Inviting Bids. Notices inviting bids shall include a general description
of the articles to be purchased, shall state where bid blanks and specifications may be secured,
and the time and place for opening bids.
2.
Published Notice. Notices inviting bids shall be published at least ten days before
the date of opening of the bids. Notices shall be published at least once in a newspaper of general
circulation printed and published in the city or, if there is none, it shall be posted in at least three
public places in the city that have been designated by ordinance as the places for posting public
notices.
3.
Bidders' Security. When deemed necessary by the purchasing agent, bidders'
security may be prescribed in the public notices inviting bids. Bidders shall be entitled to return
of bid security; provided, however, that a successful bidder shall forfeit his bid security upon
his refusal or failure to execute the contract within ten days after the notice of award of contract
has been mailed, unless in the latter event the city is solely responsible for the delay in
executing the contract. The city council may, on refusal or failure of the successful bidder to
execute the contract, award it to the next lowest responsible bidder. If the city council awards
the contract to the next lowest bidder, the amount of the lowest bidder's security shall be
applied by the city to the contract price differential between the lowest bid and the second
lowest bid, and the surplus, if any, may be returned to the lowest bidder. If the city council
rejects all bids presented, and readvertises, the amount of the lowest bidder's security may be
used to offset the cost of receiving new bids, and the surplus, if any, may be returned to the
lowest bidder. Provided, however, that city may choose not to require bidder's security, in its
sole discretion. The determination to return any surplus under either cenario is at the sole
discretion of the purchasing agent. The bidder shall have no expectation whatsoever that any or
all of a provided bid bond is to be returned if he or she fails to execute a contract as required.
4.
Bid Opening Procedure. Sealed bids shall be submitted to the purchasing
agent, and shall be identified as "bids" on the envelope. Bids shall be opened in public at the
time and place stated in the public notices. A tabulation of all bids received shall be open for
public inspection during regular business hours for a period of not less than thirty calendar days
after the bid opening.
5.

Rejection of Bids. In its discretion, the city council may reject any and all bids
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presented, and read advertise for bids pursuant to the procedure hereinabove prescribed. If no
bids are received, the city council may make the purchase without further complying with this
chapter.
6.
Award of Contracts. Except as otherwise provided herein, contracts shall be
awarded by the city council to the lowest responsible bidder.
7.
Tie Bids. If two or more bids received are for the same total amount or unit price,
quality and service being equal, the city council may, in its discretion, accept the one it chooses,
or accept the lowest bid made by and after negotiation with the tie bidders at the time of the bid
opening.
8.
Performance Bonds. The city council shall have authority to require a
performance bond before entering a contract, in such amount as it shall find reasonably necessary
to protect the best interests of the city. If the city council requires a performance bond, the form
and amount of the bond shall be described in the notice inviting bids.
D.
Another method of purchasing items is by contract purchase orders. Contract purchase orders
are the preferred method of purchasing repetitive-use items which may be common to several
departments or within one department. Establishing contract purchase orders provides a means of
obtaining volume pricing based upon the combined needs of all departments, reduces the administrative
costs associated with seeking redundant competitive bids and processing a purchase order each time an
order is placed, and allows departments to order as needed, reducing the requirement to maintain large
to inventories of stock. All contract purchase orders exceeding thirty thousand per year shall be
approved by the city council. If a contract purchase order exists departments shall order all of their
requirements from the successful vendor. No other source shall be used without prior approval of the
purchasing officer, and where required hereunder, the city council. Departments shall submit in writing
to the purchasing division any performance problem encountered immediately following the occurrence
so that corrective action may be taken. Contract purchase orders are to be renewed every three years
and may include options for an extension of up to two-years of the contract for specific products,
product type, or services at agreed upon prices or pricing structure. All renewals of contract purchase
orders shall be approved by the city council.
E.
The city may participate in purchases and contracts established by other political jurisdictions
provided the cooperative agreement is established following a competitive bid process. The city council
shall authorize the award of any such cooperative purchase agreements
F.
Commodities which can be obtained from only one vendor as determined by city are exempt
from competitive bidding. Sole source purchases may include proprietary items sold directly from the
manufacturer, items that have only one distributor authorized to sell in this area, or where a certain
product has been proven to be the only product that has proven to be acceptable. All sole source
purchases shall be supported by written documentation signed by the appropriate department head and
forwarded to the purchasing officer. Final determination that an item is a valid sole source purchase will
be made by the purchasing officer or designee.
G.
Urgency purchases are defined herein as purchases for any of the following reasons: to preserve
or protect life, health or property, or in the event of a natural disaster, or to forestall a shutdown of
essential public services. Urgency purchases do not require competitive quotes or properly encumbered
funds be committed. The city manager may approve urgency purchases without city council action or
approval. The city manager shall use sound judgment in keeping such orders to an absolute minimum.
The following requirements shall apply to urgency purchases:
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1.
Contact Purchasing Officer. The purchasing officer shall be contacted as soon
as possible for an advance purchase order number which may be given verbally to cover the
urgent transaction.
2.
Purchase Requisition. A completed purchase requisition shall be submitted to
the purchasing officer within two working days or as soon as the information is available. All
purchase requisitions for urgent purchases shall be signed by the appropriate department head.
3.
Nature of the Urgency. Documentation explaining the circumstances and
nature of the urgency purchase shall be submitted as follows: For purchases of the competitive
bid amount hereinafter described or more the city manager shall report the purchase to the city
council at its next scheduled meeting for ratification.
4.
Additional Appropriations. If the urgency purchase causes any budget line
item to exceed the approved budget the city manager shall obtain subsequent city council
approval for an additional appropriation or to make a transfer to cover the purchase.
H.
The City Council may by ordinance or resolution modify the amounts described in Sections A, B,
C, and D for when one form of purchase or another is required.

3.04.100

Professional services

A.

Professional services may be selected by the following process:
Any professional services contracts exceeding $50,000 will require a Request for Proposals and
Qualifications. For professional services contracts up to $50,000, the purchasing agent or designated staff
will attempt to obtain three competitive quotations.
1.
The requesting department head shall request proposals and qualifications from
firms with a description of the project and a scope of work to be performed. As a rule, proposals
from a minimum of prospective firms shall be solicited. However, this requirement may be waived
by the city manager depending upon the nature of the services to be provided.
2.
The department shall review all proposals received. The general selection
criteria for determining which firm is to be selected include: qualifications; experience with
similar projects; schedule of completion; and price, unless excluded by state or federal law.
3.
Based on the results of the initial screening process, the top firms may be
invited to present their qualifications. Based upon their qualifications and presentations, the
city shall rank order the firms. The city may negotiate the price, terms and conditions of the
project with the top firm. The city also reserves the right to negotiate with another top-ranked
firm if an agreement cannot be reached with the number one ranked firm.
4.
for review.

Once the firm is selected, the contract shall be forwarded to the city attorney

5.
A staff report with recommendations shall be presented to the city manager,
and upon approval from the city manager, the purchasing agent or department head will then
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present the matter to the city council as a regular agenda item.
6.
The city clerk shall retain the original contract. The finance department shall
encumber the amount against the budget.
B.
The following professional services are not readily adaptable to the open market and bidding
process or, due to the high degree of professional or technical skill or the unique nature of the services, are
hereby exempt from the provisions set forth in this Section 3.04.100: architectural, engineering, testing,
land surveying, appraising, environmental, planning, financial, economic, accounting, legal, development
processing, waste management, governmental operations, construction project management, entertainment,
nonprofit vendor services at community-wide activities, bond counsel, bond underwriter, fiscal advisors,
auditors, artists, collection services, and web design and development. Other service providers can be
designated as "professional service" when recommended by a department head and approved by the city
manager based on demonstrated competence and necessary qualifications for the satisfactory performance
of the services required and fair and reasonable prices for the services.

3.04.110 - Inspection and testing of new supplies.
The purchasing agent shall inspect supplies and equipment delivered, to determine their conformance with
the specifications set forth in the order. The purchasing agent shall have authority to require chemical and
physical tests of samples submitted with bids, and samples of deliveries, which are necessary to determine
their quality and conformance with specifications.

Section 2.

SEVERABILITY.

Each of the provisions of this Ordinance are severable. If any provision shall be
declared to be invalid, the remaining provisions shall not be affected thereby but shall remain
in full force and effect.
Section 3.

ENVIRONMENTAL QUALITY ACT

This Ordinance is exempt from the requirements of the California Environmental
Quality Act (CEQA) pursuant to Section 15061(b)(3) of the CEQA Guidelines and is not a
project which has the potential for causing a significant effect on the environment.
Section 4.

EFFECTIVE DATE.

This Ordinance shall take effect thirty (30) days after the date of its passage and
within fifteen (15) days of its passage shall be published in any manner authorized by law
in the Tehachapi News, a newspaper of general circulation, printed and published in the City
of Tehachapi.
INTRODUCED at a regular meeting of the City Council of the City of Tehachapi,
California on the _____ day of _____________, 2017.
PASSED AND ADOPTED, at a regular meeting of the City Council of the City of
Tehachapi, California on the _____ day of _______________, 2017, by the following vote:
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AYES:

COUNCIL MEMBERS: ________________________________________

NOES:

COUNCIL MEMBERS: ________________________________________

ABSENT:

COUNCIL MEMBERS: ________________________________________

ABSTAIN:

COUNCIL MEMBERS: ________________________________________

_________________________________
ED GRIMES, Mayor of the City
of Tehachapi, California
ATTEST:
_____________________________
TORI MARSH City Clerk
of the City of Tehachapi, California
I hereby certify that the foregoing ordinance was duly and regularly adopted by the
City Council of the City of Tehachapi at a regular meeting thereof held on
_______________, 2017.
_____________________________
TORI MARSH City Clerk
of the City of Tehachapi, California

Published: __________________
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Chapter 3.08 - PURCHASING SYSTEM*
Sections:

Footnotes:
--- () --* For statutory provisions authorizing cities to adopt policies and procedures governing purchases
of supplies and equipment, see Gov. Code §54201 et seq .

3.08.010 - System adopted—Purpose.
In order to establish efficient procedures for the purchase of supplies, equipment and
incidental services, to secure for the city supplies, equipment and incidental services at the lowest
possible cost commensurate with quality needed, to exercise positive financial control over
purchases, to clearly define authority for the purchasing function, and to assure the quality of
purchases, a purchasing system is hereby adopted.
(Ord. 138 §2, 1978).
3.08.020 - Departments—Estimate filing required.
All departments shall file detailed estimates of their requirements in supplies and equipment,
setting forth specifications in such manner, at such time, and for such future periods as the
purchasing rules and regulations shall prescribe.
(Ord. 138 §3, 1978).
3.08.030 - Departments—Requisitions for supplies and equipment.
Departments shall submit requests for supplies and equipment to the city manager or city
finance director by standard requisition form, or by other means as may be established.
(Ord. 138 §5, 1978).
(Ord. No. 429, § 4, 7-5-2016)
3.08.040 - Purchase orders—Issuance authority.

Purchases of supplies and equipment shall be made only by purchase orders except as
otherwise provided herein. No purchase order shall be issued except by the city manager or
finance director.
(Ord. 138 §7, 1978).
(Ord. No. 429, § 5, 7-5-2016)
3.08.050 - Encumbrance of funds.
Except in cases where necessary budget adjustments have been duly authorized, no
purchase order for supplies or equipment shall be issued, unless there exists an unencumbered
appropriation in the fund account against which said purchase is to be charged.
(Ord. 138 §8, 1978).
3.08.060 - Annual contracts.
The city manager or the city officer designated by the city council shall have authority to
negotiate prices set forth in annual contracts for purchases of repetitively used items, and shall
have authority to accept proposals from or enter into memorandum accounts with vendors for
items that are required in minor, undetermined quantities which are not practical in competitive
bidding.
(Ord. 138 §4, 1978).
(Ord. No. 429, § 6, 7-5-2016)
3.08.070 - Bidding procedures generally.
A.

The purchase of supplies, equipment, materials and public works projects, shall be
by bid procedures pursuant to Sections 3.08.080 and 3.08.090, unless an exception
from the below subsection applies.

B.

Bidding or open market procedure may be dispensed with only when:
1.

An emergency requires that an order be placed with the nearest available
source of supply;

2.

The micro-purchase is in an amount less than three thousand dollars
($3,000.00), as provided in the Federal Acquisition Regulation. This amount is
subject to raise with inflation and may be lower depending upon whether the
contract is subject to the Davis-Bacon Act or the Service Contract Act;
3.

The purchase is to be made through the petty cash procedures;

4.

The commodity can be obtained from only one (1) vendor;

5.

Competitive bidding or proposal procedures, substantially similar to the
competitive bidding or proposal procedures in this Code, have already been
utilized either by a federal, state, county, city or special district government
agency, or by a legitimate cooperative purchasing agency; and, that the
supplies, equipment, materials or public works project provided to the city
are at the same or better price, terms and conditions, as was obtained
through such prior competitive bidding or proposal procedures; or

6.

Piggyback purchasing procedures, whereby the city has the ability to
"piggyback" contracts for products and equipment, entered into by other
governmental agencies (municipality, county or state) through a competitive
bid. The purchasing division will obtain documentation to verify the contract
and bid process. All products or equipment purchased under this provision
must substantially meet the technical specifications of the bid. Major
deviations from the product specification will not be allowed. However, minor
modifications which result in a price differential of five (5) percent or less are
authorized. Such contracts include, but are not limited to, contracts to
purchase products and services under the California Multiple Award
Schedules (CMAS) or Federal General Service Administration (GSA) contracts.

(Ord. 138 §6, 1978).
(Ord. No. 440, § 2, 2-7-2017)
3.08.080 - Open market procedure—Purchases under thirty thousand dollars.
Purchases of incidental services, supplies and equipment of an estimated value in the
amount of thirty thousand ($30,000.00) dollars or less may be made in the open market pursuant
to the procedure prescribed in this section and without observing the procedure prescribed in
section 3.08.090.

A.

Minimum Number of Bids. Open market purchases shall, wherever possible,
be based on at least three (3) bids, and shall be awarded to the lowest
responsible bidder.

B.

Notice Inviting Bids. Bids shall be solicited by written requests to prospective
vendors, by telephone, and by public notice posted on a public bulletin board
in the City Hall, for single purchases amounting to more than fifteen
thousand (15,000.00) dollars but less than thirty thousand ($30,000.00)
dollars.

C.

Written Bids. Written bids shall be submitted to the city clerk for single
purchases amounting to more than fifteen thousand ($15,000.00) dollars. The
city clerk shall keep a record of all open market orders and bids for a period
of one (1) year after the submission of bids or the placing of orders. This
record, while so kept, shall be open to public inspection.

D.

Bids. Bids shall be obtained from prospective suppliers when the amount
involved is fifteen thousand ($15,000.00) dollars or less, unless, (1) at the
city's discretion, bidding has been dispensed with in accordance with Section
3.08.070 of this chapter; (2) the amount involved is less than three thousand
dollars ($3,000.00) and the city council has determined more than one (1) bid
to be impractical; or (3) the purchase is to be made through the petty cash
procedures. All bids must be in writing.

E.

Petty Cash. Purchases of a minor nature may be made through petty cash
procedures prescribed by the city council. Bidding shall not be required for
petty cash purchases. As used herein, a "minor nature" shall mean purchases
of one hundred ($100.00) dollars or less.

(Ord 138 §10, 1978).
(Ord. No. 413, § 2, 2-18-2014; Ord. No. 429, § 7, 7-5-2016; Ord. No. 440, § 3, 2-7-2017)
3.08.090 - Formal contract procedure—Purchases over thirty thousand dollars.
Except as otherwise provided in this chapter, purchases of incidental services supplies and
equipment of an estimated value greater than thirty thousand ($30,000.00) dollars shall be by
written order or contract with the lowest responsible bidder pursuant to the procedure
prescribed in this section.

A.

Notice Inviting Bids. Notices inviting bids shall include a general description of
the articles to be purchased, shall state where bid blanks and specification
may be secured, and the time and place for opening bids.
1.

Published Notice. Notices inviting bids shall be published at least five (5)
days before the date of opening of the bid. Notice shall be published at
least once in a newspaper of general circulation, printed and published
in the city, or if there is none, it shall be posted in at least three public
places in the city that have been designated by ordinance as the places
for posting public notices.

2.

Bidder's List. Sealed bids shall be solicited from responsible prospective
suppliers whose names are on a bidder's list maintained by the city, or
from responsible prospective suppliers who have made written request
that their names be added thereto.

3.

Bulletin Board. The city council, by its designated official, shall also
advertise pending purchases by a notice posted on a public bulletin
board in the City Hall.

B.

Bidder's Security. When deemed necessary by the city council, bidder's
security may be prescribed in the public notices inviting bids. Bidders shall be
entitled to return of bid security; provided, however, that a successful bidder
shall forfeit his bid security upon his refusal or failure to execute the contract
within ten (10) days after notice of award of contract has been mailed, unless
in the latter event the city is solely responsible for the delay in executing the
contract. The city council may, on refusal or failure of the successful bidder to
execute the contract, award it to the next lowest responsible bidder. If the
city council awards the contract to the next lowest bidder, the amount of the
lowest bidder's security shall be applied by the city to the contract price
differential between the lowest bid and the second lowest bid, and the
surplus, if any, shall be returned to the lowest bidder. If the city council
rejects all bids presented and readvertises, the amount of the lowest bidder's
security may be used to offset the cost of receiving new bids and the surplus,
if any, shall be returned to the lowest bidder.

C.

Bid Opening Procedure. Sealed bids shall be submitted to the city clerk and
shall be identified as "bids" on the envelope. Bids shall be opened in public at
the time and place stated in the public notices. A tabulation of all bids
received shall be open for public inspection during regular business hours for
a period of not less than thirty (30) calendar days after the bid opening.
D.

Rejection of Bids. In its discretion, the city council may reject any and all bids
presented and readvertise for bids pursuant to the procedure hereinabove
prescribed in this section.

E.

Award of Contracts. Except as otherwise provided herein, orders or contracts
shall be awarded by the city council to the lowest responsible bidder.
Notwithstanding any other provision in this section, if no bids are received,
orders or contracts may be awarded by the city council in its discretion
without complying with any further bidding requirements of this section.

F.

Tie bids. If two or more bids received are for the same total amount or unit
price, quality and service being equal, and if the public interest will not permit
the delay of readvertising for bids, the city council may, in its discretion,
accept the one it chooses.

G.

Performance Bonds. The city council may require a performance bond before
entering a contract, in such amount as it shall find reasonably necessary to
protect the best interest of the city. When required, the form and amount of
the bond will be described in the notice inviting bids.

(Ord. 138 §9, 1978).
(Ord. No. 413, § 3, 2-18-2014; Ord. No. 431, § 2, 8-16-2016)
3.08.095 - Procurement of professional services.
A.

Professional Services. Professional services may include, but not be limited to,
architectural, engineering, testing, land surveying, appraising, environmental,
planning, financial, economic, accounting, legal, development processing, waste
management, governmental operations, special studies, construction project
management and other related services. The city shall follow the procedures set
forth in this section to procure professional services.

B.

Process for Contracts With a Total Value Not to Exceed Fifteen Thousand Dollars
($15,000.00). The city manager is authorized to contract for all professional
services required by the city, for which an appropriation has been made in the
current budget, without implementing the formal request for proposal process set
forth in subsection B, provided the contract involves an expenditure of city moneys
of less than or equal to fifteen thousand dollars ($15,000.00) and the total
proposed expenditure of city moneys under the contract and any amendments
thereto will not exceed fifteen thousand dollars ($15,000.00). However, in
procuring professional services pursuant to the authority provided in this
subsection the city manager shall use his best efforts to obtain the best value for
the city based upon (1) qualifications of the firm; (2) The firm's experience with
similar projects; (3) the firm's capacity to provide the professional services
consistent with the city's timelines for performance and (4) the total overall cost to
the city unless excluded by state or federal law. In addition, to the extent that its
provisions apply to the particular type of service to be procured, the city manager
shall fully comply with the requirements of Government Code, section 4526, as
may be amended, which shall take precedence over any conflicting provisions in
this section. The contract procuring the professional services shall be approved as
to form by the city attorney prior to execution by the city manager. The city clerk
shall retain the original contract. The finance department shall encumber the
amount against the budget.
C.

Process for Contracts With a Total Value in Excess of Fifteen Thousand Dollars
($15,000.00).
1.

Upon approval of the city manager, the department head of the department
requesting professional services shall prepare a request for proposal (RFP),
and request for qualifications which shall then be sent to the appropriate
professional service firms. The RFP shall include a description of the project
and a scope of work to be performed. As a rule, proposals from a minimum
of three (3) prospective firms shall be solicited. To solicit proposals, at a
minimum the city shall post the RFP on its website, publich notice of the RFP
at least once in a newspaper of general circulation and shall use its best
efforts to identify other means of communicating the existence of the RFP to
persons and firms who may be qualified to provide the services sought.

2.

The department shall review all proposals received. The general selection

criteria for determining which firm is to be selected include:
a.

Firm qualifications;

b.

The firm's experience with similar projects;

c.

Schedule of completion;

d.

Price, unless excluded by state or federal law.

To the extent that the provisions of Government Code, section 4526, as may
be amended, apply to the particular type of service to be procured the
selection process shall comply with its requirements which shall take
precedence over any conflicting provisions in this section.
3.

Based on the results of the initial screening process, the top firms may be
invited to present their qualifications. Based upon their qualifications and
presentations, the city shall rank order the firms. The city may negotiate the
price, terms and conditions of the project with the top firm. The city also
reserves the right to negotiate with another top-ranked firm if an agreement
cannot be reached with the number one ranked firm.

4.

Once the firm is selected, the contract shall be forwarded to the city attorney
for review.

5.

A staff report with recommendations shall be presented to the city manager.

6.

The city manager is authorized to exercise his/her discretion to award the
contract based upon the selection criteria set forth in subsection (B)(2) and
staff's recommendation for professional services required by the city, for
which an appropriation has been made in the current budget, provided the
contract involves an expenditure of city moneys greater than fifteen
thousand dollars ($15,000.00) and less than or equal to thirty thousand
dollars ($30,000.00) and the total proposed expenditure of city moneys under
the contract and any amendments thereto will not exceed thirty thousand
dollars ($30,000.00).

7.

The city manager shall submit to the city council for its consideration at a
regular meeting or special meeting, unless not permitted by law, any
contracts for professional services that involves an expenditure of city
moneys greater than thirty thousand dollars ($30,000.00) or when the total
proposed expenditure of city moneys under the contract and any
amendments thereto will exceed thirty thousand dollars ($30,000.00).

8.

The contract procuring the professional services shall be approved as to form
by the city attorney prior to execution by the city. The city clerk shall retain
the original contract. The finance department shall encumber the amount
against the budget.

D.

If no proposals are received in response to the RFP after solicitation as required by
this section, then this may serve as a presumption that no competitive advantage
may be served by further solicitation of bids as it would either be impossible or not
in the public interest. Upon such a determination by the city manager, or the city
council for contracts in excess of thirty thousand dollars ($30,000), no further
solicitation of bids is required by this section.

(Ord. No. 419, § 1, 3-17-2015; Ord. No. 431, § 3, 8-16-2016)
3.08.100 - Inspection and testing of supplies and equipment.
The city council, or the city officer it designates, shall inspect supplies and equipment
delivered to determine their conformance with the specifications set forth in the order. The city
council shall have authority to require chemical and physical tests of samples submitted with bids
and samples of deliveries which are necessary to determine their quality and conformance with
specifications.
(Ord. 138 §11, 1978).
3.08.110 - Surplus property—Sale or other disposal.
A.

All department heads of the city shall submit to the city council at such times, and
in such form as may be prescribed, reports showing stock, materials, equipment
and any real property on hand not then in use in said department. When a surplus
of stock, materials, equipment, or real property exists in any department, the city
council may transfer the same to any other department having a need for such
stock or any portion thereof on approval of the city council or its designated
official.

B.

When it is found by the city council that stock, materials, equipment, or real
property exists which is not needed for use by any city department, the city council
may authorize the sale thereof, and the proceeds from any such sale or sales shall
be deposited in the city treasury.

C.

Upon the city council's finding and authorization of the sale of surplus stock,
materials, equipment, or real property, the city manager may take whatever steps
necessary to obtain the highest price in exchange for the sale of the surplus stock,
materials, equipment, or real property. The determination of the highest price that
will be most favorable to the city will be made by the city manager, within his/her
sole discretion. The city manager may thereafter enter into and complete the sale
of the surplus stock, materials, equipment, or real property on behalf of the city.
(Ord. 138 §12, 1978).
(Ord. No. 402, § 2, 11-20-2012)

Section 275-City Credit Cards
OVERVIEW
Purpose
These guidelines establish the
basic policies and procedures for using credit cards in
making minor supply and service purchases on behalf of the City and paying for travel expenses
when on City business.
City Use Only. City credit cards are for official business use only. Charging personal expenses, even
if the intent is to reimburse the City later, is prohibited. Doing so will result in disciplinary action.
Objectives
By using credit cards instead of other payment options we hope to:
Reduce procurement and payment processing costs.
Improve vendor relations by

easier.

Enhance internal control by better identifying specific employees making minor supply and
service purchases on behalf of the City, and improving the accuracy of account distributions
between programs and projects.
Take advantage of cost-saving opportunities by purchasing on the Internet and through catalogs.
Background
In the past, the City limited its card use to a debit card to make purchases for product or services
as needed due to time constraints. This usually involved either new vendors with products that were
needed quickly or expenses for conference hotels that had to be reserved in advance.
Unfortunately, using a debit card has several inherent weakness that could cause
serious problems for the City. If at any time a debit card number or card is stolen, the
balance of $500,000, but at time can be in the Millions . The limit of what can be
charged on a debit card is the bank balance. Stolen charges on a debit card are not
protected by the law as are credit card purchases, so debit cards are not allowed. Also,
the muni-code is circumvented, since debit cards purchases do not require two signers.
Several factors have led the City to change our approach in using credit cards:
Credit card issuers are no longer willing to issue

cards in the

name; they

name.
require
credit card purchases.
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In those cases where vendors have agreed to
purchase
we have experienced
significant difficulties in ensuring appropriate cost distribution, especially where several
departments, divisions and sections use the same vendor for similar purchases.
Internet and catalog (via telephone and fax) purchasing is much more prevalent (offering
significant cost-reduction opportunities for the City), and this requires the use of a credit
card.
For these reasons, the City use of credit cards, by issuing them to specific individuals, we can
improve our internal control and cost accounting procedures.
City past practice and experience in other California cities. Before adopting these guidelines, we
analyzed practices in other California cities and evaluated card options (such as
we have requested
other Cities experiences
-by-case basis, and the
administrative costs and inefficiencies with this approach. These guidelines reflect the results of this
analysis, and build on the successful experience of other cities.
Internal Control Concerns
While credit cards provide a cost-effective alternative for purchasing minor items and paying for
authorized travel expenditures, the potential for abuse may offset any benefits that they offer. In
addressing this concern, two conceptual approaches are available in managing their use:
Developing detailed centralized control procedures.
Having confidence in the discretion, judgment and ethics of City staff, with appropriate
oversight by department heads.
Limit the number of credit cards issued.
Based on our organizational values as well as limited central staff resources, the second option is
the most appropriate one for the City. Accordingly, the primary responsibility for ensuring the
appropriate use of credit cards lies with each employee assigned a card. Department heads are
responsible for ensuring that employees are aware of their responsibilities, and for implementing
appropriate review and payment procedures within their department.
Summary. Some level of risk is inherent in expanding credit card use in conducting City business,
and we should recognize this. However, there are also significant advantages; and with reasonable
internal controls and exercise of good judgment by cardholders, we believe these advantages
outweigh the underlying potential for abuse.
POLICIES
The City Manager may designate who may have the specific need for a credit card.
Once approved by the City Manager, Finance issues City credit cards to those individuals. Credit
limits are follows: City Manager $10,000; Finance Director $15,000 (to be used to pay invoices
& other City business); Police Chief, City Directors and City Clerk $4,000; Supervisors $1,000.
Credit cards should never be used to circumvent established competitive purchasing procedures.
This means no purchases for goods or services should be made in excess of
$1,000 and any amount above that limit may require competitive bidding.
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Travel Guidelines
still apply to all such credit card payments, including the use of Travel Authorizations and per
diem amounts.
City Officials or City Employees will not use City credit cards for personal expenses even
if the intent is to reimburse the City later. Charging personal expenses on City cards is a
even if the intent
is to reimburse the City later will result in progressive disciplinary action, up to and including
termination.
Note: Including minor incidental expenses as a component part of a larger billing such as
personal telephone calls or video rentals on a hotel bill is allowed if reimbursed at the time
the credit card billing is submitted for payment.
Standard Way of Doing Business.
of purchasing
supplies and services on behalf of the City; for many minor purchases, it has become the standard
way of doing business. For those employees assigned City credit cards, purchasing supplies and
services on behalf of the City is an integral part of their job duties; and failure to follow City
policies and procedures regarding the use of City cards is no different from failure to follow policies
and procedures in any other aspect of their job.
PROCEDURES
Requesting Credit Cards. Department heads should submit credit card requests to Finance (via
memorandum or email) to approve cardholders and set credit card limits. The Finance Director
will then obtain approval to issue the credit card from the City Manager. Department
heads need to include supplemental justification for credit limits in excess of $1,000.
Criteria. Credit cards are only issued to regular employees. Department heads should consider the
following factors in approving credit cards for their staff and setting credit limits:
Ability to hold the employee accountable for purchases made on the card.
Recognition that delegating authority to an employee to purchase via credit card is not
conceptually different from delegating authority to them to purchase from an open contract on
a vendor account. In fact, by issuing cards to named holders, accountability is enhanced.
Frequency of use, diversity of vendors and dollar value of purchases made by the employee.
Cardholder Agreement. Before receiving a credit card, employees must sign a
program.
Competitive Bidding. The
payment
methods, including credit card purchases. Generally, credit card purchases will be for smaller
expenditures. While there may be exceptions as allowed under the Arvin Municipal Ordinances,
this means individual tot al purchases of one item should not exceed $1,000, unles s previous
approval by the C it y Manager is appro ved and purchase orders or formal agreements may
be needed for purchases in excess of $1,000.
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Timely Payment. Department heads are responsible for ensuring that each credit card statement
(along with appropriate supporting documentation reconciled to the statement) is submitted to
Finance for payment in a timely manner. Based on the statement cycle date, Finance has
established specific monthly payment schedules for credit card statements. To avoid posting
errors, administrative charges and late fees, Finance pays all credit card charges based on the
on a timely basis, even if supporting documentation is not yet received from the
operating departments. When subsequently received, the supporting documentation will be
retroactively reconciled to the payment. Instances where this occurs should be very rare and due to
extenuating circumstances. Accounting staff will notify the Director of Finance of any such
instances of late or inaccurate payment submittals. After reviewing the circumstances, the Director
of Finance will recommend to the City Manager appropriate follow-up action, including cancellation
of card privileges and disciplinary action.
Disputed Charges. Cardholders are responsible for ensuring that the vendor and issuing bank are
notified immediately of any disputed charges. Standard forms (provided by the issuing bank) are
available from Finance for this purpose. Departments should pay the statement in full including
any disputed amounts to avoid finance charges and late fees; when resolved, this will result in a
credit to the account on the next monthly statement.
Standard Process for Payment.
accounts payable system is used in processing
monthly credit card statements for payment. Each credit card charge should be listed separately on
the credit card payment voucher, and account numbers, purchase descriptions and amounts
referenced as appropriate. Supporting documentation for credit card payments should be the same
as for any other accounts payable item. This means that
Payment Streamlining
original invoices (or receipts) along with credit card receipts
amline
must be retained, reconciled to the credit card statement and Finance has prepared a
voucher for processing credit card
attached to the payment voucher.
payments makes it easier
for
Guidelines for Departmental Procedures. Specific
procedures for processing credit card payments will v ary

d e p a r t m e nt s to keep track of uses,
reconcile receipts to the monthly
statement and process payments.

from department-to-department based on their unique needs.
Departments should document their internal procedures and
periodically review them to ensure that they continue to make
sense. Finance is available to assist departments with this.
Credit Card Awards. Awards, Cash Back Fees, Redemption Points, Air Mileage Accruals or any other type of general
awards from the credit card issuer are deemed the property of the City of Arvin solely and are to be used to reduce the
amount of any purchase as a payment.

Credit Card Processing Fees. There may be a nominal processing fee by the issuing bank. This
charge if any is the
cost responsibility.
Lost or Stolen Cards. Upon discovery by the cardholder of a lost or stolen credit card, they are
responsible for ensuring that not ification to the issuing bank and the Finance Director are made
immediately. Failure to do so may result in making the cardholder responsible for any fraudulent use
of the card.
Disciplinary Action. Department heads are responsible for all disciplinary action surrounding
misuse of cards, including requesting cancellation of card privileges.
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Return of the Card Upon Request or Termination. Cardholders will immediately surrender their
card upon request of their department head. Human Resources is responsible for retrieving the credit
card when an employee separates from the City. Use of the credit card for any purpose after a request
for surrender is prohibited.
RESPONSIBILITIES
Cardholders. Purchase supplies and services on behalf of the City in accordance with these
guidelines.
Department Heads. Authorize issuance of credit cards and set credit limits; develop and
implement departmental procedures to ensure that payments are appropriately reviewed and
approved, processed in a timely manner and that all supporting documentation is retained,
reconciled to monthly statements and attached to payment vouchers; and oversee implementation
of these guidelines.
Finance. Establish
relationship with issuing bank; issue credit cards as
requested by department heads in accordance with these guidelines; process credit card payment
vouchers in accordance with the
accounts payable policies and procedures; ensure that
for departmental payment procedures; help resolve billing disputes; and replace
lost or stolen cards. Retrieve credit cards from employees separating from the City.
SUMMARY
The above statements are guidelines only and cannot cover every issue, exception or contingency
that may arise in using City credit cards. Accordingly, the basic standard that should always prevail
is to use common sense and good judgment in the use and stewardship of City resources.
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City Credit Cards: Credit Cardholder Use Agreement

Exhibit A

CITY OF ARVIN

CREDIT CARDHOLDER USE AGREEMENT
Employee:

Department:

The above named City Official or employee (Cardholder) of the City of Arvin has been issued a City credit card. The
Cardholder has been provided with a copy of the City's credit card policy, and hereby agrees to comply with all terms
and conditions set forth therein, including but not limited to:
1.

Official Use Only. City credit cards are for official City use only. Charging personal expenses on City cards is
a misuse of City funds and a serious breach of the
ethics policy. Doing so even if the intent is to
reimburse the City later will result in progressive disciplinary action, up to and including termination. Minor
incidental expenses as a component part of a larger billing such as personal telephone calls or video rentals
on a hotel bill may be allowed if reimbursed at the time the credit card billing is submitted for payment.

2.

Timely, Accurate and Supported Payments. Credit card payments will be processed on a timely basis, and
adequate supporting documentation (such as vendor order forms, receipts, invoices and credit card receipts) will
be retained for all charges and attached to payment vouchers.

3.

Disputed Charges. The vendor and issuing bank will be notified immediately of any disputed charges.

4.

Lost or Stolen Cards. Upon discovery of a lost or stolen card, card holder will immediately notify the issuing
bank and the Department of Finance and Information Technology. Failure to do so in a reasonable time could
make the Cardholder responsible for any fraudulent use of the card, if the bank determines that the City is at fault.

5.

Surrender Upon Request or Separation. The credit card will be immediately surrendered upon retirement,
termination or upon request of the
department head. Use of the credit card for any purpose after the
cardholder is no longer an employee of the City is prohibited.

6.

Awards, Cash Back Fees, Redemption Points, Air Mileage Accruals or any other type of general awards are the
property of the City of Arvin solely and are to be used to reduce the amount of the purchase or as a payment to
the credit card.

7.

Unsupported Purchases. If purchases on this credit card are not supported by invoices or approved by your
supervisor, the cardholder will be held liable for the unapproved amount and will be required to reimburse the City
for those purchases.

8.

Credit Card Limit. The credit limit of this card is $

.

9.

Other Restrictions

.
Cardholder Signature

DISTRIBUTION:

Original Cardholder Personnel File

Copies

Date

Finance, Department Head and Cardholder

I HEREBY SURRENDER the credit card issued to me by the City of Arvin to the Finance Department. I
declare that all outstanding charges on the credit card are for official City business and will be paid through
established procedures.

Cardholder

Date

Finance Director
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Mammoth Community Water District – Administrative Order
NUMBER: 2-2
RESPONSIBLE DEPARTMENT:
Finance Department
TITLE:
Credit Card Use Policy

I.

II.

DATE:
November 1, 2016 (Issued)
Reserved (Revised)
APPROVED BY:
Patrick A. Hayes, General
Manager

REFERENCE
A.

Mammoth Community Water District Code, Chapter 3, Fraud Policy and Chapter 4,
Division XII., Section 5. Advanced Travel Allowance.

B.

Federal and State Governmental Accounting Standards Statutes.

PURPOSE
To establish a Districtwide policy concerning the issuance, accounting, monitoring and use of credit
cards.

III.

POLICY
A.

Mammoth Community Water District (District) employees are stewards of the resources
provided by ratepayers and taxpayers, and must operate with complete accountability to the
District’s stakeholders by proper use of issued credit cards.

B.

Credit cards are provided to District employees as a simple and cost-effective method of
purchasing from local suppliers and online merchants and paying expenses related to travel
and training.

C.

Credit cards should not be used for purchases greater than $1,000. Purchases greater than
$1,000 should be made through the requisition/purchase order process. If the vendor will
only accept credit card payment, the purchase should be authorized through the
requisition/purchase order process and the Purchasing Agent will place the order and make
payment. Purchases may not be divided into multiple transactions to bypass the $1,000
purchase limit. Special circumstances requiring a purchase greater than $1,000 may be
approved by the Department Head/Manager.

D.

An emergency is considered an unexpected system failure disrupting the District’s ability to
deliver essential services. Under such an emergency, Department Heads/Managers are
authorized to exceed purchasing and credit card limitations as necessary.
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District credit card limits are:

IV.

1.

Department Head/Manager $5,000

2.

Supervisor $3,000

3.

Line Staff $2,000

E.

Except for routine purchases from local merchants, credit cards should not be used if the
District has an existing account relationship with the merchant.

F.

Credit cards are to be used for District purposes only for budgeted expenses for operation
and capital supplies and materials. Employees will be liable to the District for any purchases
without a District purpose.

G.

Unauthorized use of a District credit card may result in disciplinary action up to and including
termination.

H.

Credit cards will be immediately surrendered to Department Head/Manager/Supervisor upon
termination of employment or upon request.

RESPONSIBILITIES
A.

Cardholders will sign a Credit Card User Agreement agreeing to abide by adopted District
credit card policies and procedures (Attachment 1).

B.

Cardholders are responsible to safeguard the card, comply with the credit card use policy,
keep proper records of transactions, and timely review all monthly credit card statements for
accuracy.

C.

Department Heads/Managers are responsible for authorizing the issuance of a District credit
card based on Department needs and, with the concurrence of the Finance Department,
establishing the credit card limit per billing cycle for each cardholder (see Section III.D.).
Department Heads/Managers are responsible for timely review of all credit card statements
for policy compliance and assignment of expenses to the proper fund, department, account
and project.

D.

The Finance Department is responsible for administering the District-issued credit cards,
audit of monthly statements for completeness and accuracy of supporting documentation,
reconciliation of final payment to the bank and compliance with District policy.
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V.

VI.

PROCEDURES
A.

District credit cards are issued by the Finance Department at the request of the Department
Head/Manager (Attachment 1).

B.

The cardholder must keep records and receipts of all purchases and submit them monthly
along with the billing authorization.
1.

Attach detailed receipts for items purchased and explanation of business purpose
to the monthly credit card statement. If the original receipt is lost, the cardholder
must obtain a duplicate receipt from the vendor.

2.

Properly assign expenses to fund, department, account and project.

3.

Carefully review monthly statements for unauthorized use or incorrect billing
amounts.

FRAUD PREVENTION
Take appropriate measures to prevent fraud and misuse.



A.

Protect the physical security of the card. Keep the card in a secure location when not used,
alert the Finance Department immediately if lost or stolen. Review each statement carefully
and promptly alert the Finance Department of any unauthorized charges.

B.

Except for recurring District purchases (e.g., Terminix, UPS, etc.) the credit card number is
not to be stored on vendor or intermediary (e.g., Amazon, etc.) websites. This reduces the
risk of fraud if the vendor’s data security is compromised, and reduces the risk of inadvertent
use for personal purchases.

CALIFORNIA UNIFORM PUBLIC CONSTRUCTION COST ACCOUNTING
ACT FREQUENTLY ASKED QUESTIONS (FAQs)
These FAQs have been compiled to assist agencies that are participating in the California
Uniform Public Construction Cost Accounting Act (the Act), as contained in Public Contract
Code (PCC) Section 22000, et seq. All references are to PCC, unless otherwise stated.

1. What is the Uniform Public Construction Cost Accounting Act?
The Act is legislation that was enacted in 1983 to help promote “uniformity of the cost accounting
standards and bidding procedures on construction work performed or contracted by public entities
in the state” (Section 22001). The Act is a voluntary program available to all public entities in the
State, but it applies only to those public agencies that have “opted in” to the provisions set forth by
the Act using the processes outlined in the Act. The entirety of the Act is found at Sections 2200022045.

2. What are some of the key provisions of the Act?
The Act allows for public project work in the amount of $60,000 or less to be performed by a public
agency’s force account using the public agency’s own resources, or by negotiated contract, or by
purchase order (Section 22032(a)). Public projects in the amount of $200,000 or less may use the
informal or formal bidding procedures set forth in Section 22032(b) or (c) of the Act. Public
projects at a cost of more than $200,000 must use formal bidding procedures to let the contract
pursuant PCC Section 22032(c).

3. What are the benefits of the program?





Increased force account limit for public agencies;
Simplified bidding for projects that are $200,000 or less;
Reduced number of formal bids based on project size; and
Expedited contracting for projects under $200,000.

Many participating agencies appreciate the program because it has given them more leeway in the
execution of public works projects under a certain dollar amount; sped up the award process;
expedited project delivery; reduced the time, effort, and expense associated with bidding projects
under $200,000; and simplified administration for those projects. Few agencies have experienced
challenges with the accounting requirements and overhead provisions. Moreover, adjustments,
when required, have been relatively simple; most required procedures were already in place, so
there were few, if any, major changes to existing operations. The current Standard Accounting
Codes Structure satisfies reporting requirements when used properly.

4. Is the Uniform Public Construction Cost Accounting Act mandatory for public agencies?
No. The Act is a voluntary program requiring a public agency to “opt in” using the process outlined
in the Act.
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5. How does a public agency become subject to the Act?
The governing body must elect by resolution to become subject to the Act and must file a copy of
the approved resolution with the State Controller’s Office (Section 22030). Sample documents are
available at: http://www.sco.ca.gov/ard_cuccac.html. Once an agency has opted into the Act, it will
remain a part of the program.

6. May a public agency withdraw from the Act?
Yes. An agency may withdraw from the Act by filing with the State Controller’s Office an approved
resolution of the agency’s election to withdraw that was made during a public meeting of the
agency’s governing body.

7. Must a participating agency “opt in” to the Act annually?
No. Once a participating agency “opts in” to the Act, the agency remains subject to the Act until it
“opts out” of the Act.

8. What is the California Uniform Construction Cost Accounting Commission?
The Commission was created to administer the Act, per Section 22010. It consists of 14 members:
13 members appointed by the State Controller and the License “A” member of the Contractors’
State License Board. Seven members represent the public sector (counties, cities, school districts,
and special districts). Six members represent the private sector (public works contractors and
unions). The Commission members receive no salary, but are eligible for reimbursement of their
direct expenses related to the Commission.

9. What are the Uniform Public Construction Cost Accounting Procedures?
These procedures are to be used for tracking costs for work performed by an Agency’s own forces
on a “project” as defined by the Act (Section 22002(c)). The procedures do not apply to operations
or maintenance work, or any work that meets the criteria listed in Section 22002(d).
These procedures are intended to capture and record all direct and indirect labor, materials,
equipment, subcontractors, and supervision costs, as well as the appropriate overhead costs for the
public agency associated with each “project” it performs with its own forces. The procedures follow
industry-standard accounting methods, and in many cases are not much different from those already
in place at most agencies. Sample forms are available in the CUCCAC Cost Accounting Policies
and Procedures Manual at http://www.sco.ca.gov/Files-ARD-Local/CUCCAC_Manual.pdf
School districts may use the Standard Accounting Code Structure to comply with tracking
requirements.

10. Are the cost accounting procedures applicable for agencies whose work forces perform only
maintenance tasks as defined in the Act and that contract all of their public projects to third
parties?
No. The cost accounting procedures are applicable only for agencies that perform public project
work such as construction and alteration by force account or otherwise. As maintenance does not
constitute a “project” under the Act, the cost accounting procedures do not apply.
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11. When are participating agencies required to advertise if they choose to maintain a list of
qualified contractors?
At least once per calendar year, each Public Agency that has elected to become subject to the Act
and intends to use the notice provisions outlined in Section 22034(a) must establish a new list or
update its existing list of qualified contractors by mailing, faxing, or emailing written notice to all
construction trade journals designated for that Agency under Section 22036. The notice must invite
all licensed contractors to submit the name of their firms to the Agency for inclusion on the
Agency’s list of qualified bidders for the following twelve (12) months. Effective January 1, 2016, a
participating agency can choose a specific date of their choice in which to renew its list of qualified
contractors.

12. May an agency that chooses to maintain a list add a contractor to the list at any time during
the year?
Yes.

13. What is meant by the term “qualified contractors” as used in section 22034(a)(1) of the Act?
Qualified contractors are contractors licensed by the State to perform the subject work. The
Commission has determined that nothing in the Act prohibits a participating agency from using
additional objective pre-qualification standards in the formation and maintenance of their Qualified
Contractors Lists if they so desire.

14. Can a public agency disqualify or exclude certain contractors from the Qualified Contractors
List required in Section 22034(a)(1)?
Agencies may disqualify contractors from Qualified Contractors Lists when the contractors fail to
furnish information to meet the minimum criteria as established by the Commission.

15. For agencies that do not maintain an informal bidders list, are they allowed to choose who
would get notifications of projects?
No. Section 22034(a)(2) provides for notifications to construction trade journals and exchanges in
lieu of sending notifications to contractors on an informal bidders list. An agency may send notices
to selected contractors provided it has also met the advertisement requirements of Section 22034(a).

16. What is the difference between “qualifying contractors” under the Act and “prequalification
of contractors” by school districts under Section 20101?
Qualifying contractors is a process that allows contractors to register with a public agency for
notification of public works opportunities. The prequalification process under Section 20101 is a
more complex process that requires a standardized questionnaire and evaluation of contractors using
standard scoring criteria. The prequalification process is applicable under the Local Agency Public
Construction Act, and does not apply to the Uniform Public Construction Cost Accounting Act.

17. Must a public agency a) notify contractors about public projects if the contractors are
believed to not have the skills, credentials, or experience to perform the work required for
the public project; and b) consider bids submitted by contractors that the public agency
believes do not have the skills, credentials, or experience to perform the work?
a) Yes. If a contractor is on the Qualified Contractors List, the contractor must be notified by the
agency of public projects for which he or she is licensed to perform (Section 22034(a)(1)).
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b) All bids received must be considered, unless an agency makes appropriate legal findings that a
contractor is not legally responsible or his or her bid is not responsive.

18. Does the Act allow flexibility in cases of emergency and when repair or replacements are
necessary to permit the continued conduct of a public agency’s operations or services?
Yes. For the purposes of the Public Contract Code, an “emergency” is defined at Section 1102 as “a
sudden, unexpected occurrence that poses a clear and imminent danger, requiring immediate action
to prevent or mitigate the loss or impairment of life, health, property, or essential public services.”
The Act sets forth in Section 22035(a) how a governing body should proceed in case of emergency
repairs or replacements. This section states:
In cases of emergency when repair or replacements are necessary, the governing body may
proceed at once to replace or repair any public facility without adopting plans,
specifications, strain sheets, or working details, or giving notice for bids to let contracts.
The work may be done by day labor under the direction of the governing body, by
contractor, or by a combination of the two.
Section 22050 et seq., provides the emergency contract procedures to be followed in these cases.

19. Do the alternative bidding procedures apply only to public projects as defined in Section
22002(c)?
The alternative bidding procedures apply only to work that constitutes a “public project” as defined
in Section 22002(c) and has a construction cost within the limits described in Section 22032. The
alternative bidding procedures are not required for the purchase of goods or materials that are not
part of a “public project.”
However, as outlined in Section 22003, a participating agency may also use the alternative bidding
procedures when contracting for maintenance or other work that does not fall within the definition
of a “public project” if it so chooses.

20. What will membership in the Act cost my agency?
Nothing. There are no membership fees or dues. However, the Commission does accept grants to
assist it in carrying out its duties (Section 22015(c)).

21. What are the most common concerns addressed by the Act?
These are:


Cost accounting policies and procedures;



Informal bidding procedures; and



Accounting procedures review.

Cost accounting requirements for the Act follow those common to the construction industry. The
informal bidding on public projects up to $200,000 is seen by agencies as an effective tool to
expedite completion of small projects. While an accounting procedures review could potentially
hold up a project for a minimum of 45 days pursuant to Section 22043(c)(1), these types of reviews
have been rare in the Commission’s history.

4|Page
Revised September 20, 2019

22. Must an agency calculate an overhead rate to apply the accounting procedures?
No. Cities with populations of less than 75,000 must assume an overhead rate equal to 20% of the
total costs of the public project, including the costs of material, equipment, and labor (Section
22017(b)(1)). Cities with a population of more than 75,000 may either calculate an actual overhead
rate or assume an overhead rate of 30% of the total costs of a public project including the costs of
materials, equipment, and labor (Section 22017(b)(2)).

23. When a public entity opts into the Act, does the Act supersede other contracting legal
requirements such as statutory requirements for performance bonds, prevailing wages, and
certificates of insurance, etc.?
No. The Act supersedes only the bidding procedures used once a public agency has opted into the
Act and has notified the Controller. All other contracting requirements of the PCC remain
applicable.

24. Can a public agency claim to be to be exempt from following all of the requirements in Public
Contract Code by claiming it only has to follow the language and procedures within the Act?
No. The Act is part of the Public Contract Code; therefore, if the Act is silent on a particular matter,
then the Public Contract Code applies on that matter.

25. If public agencies are not following the advertising requirements in the Act, will the
Commission address those agencies? Can a complaint be brought to the Commission?
Yes. Recent legislative changes have expanded the Commission’s authority to enforce provisions of
the Act. The Commission may review complaints filed by interested parties when evidence is
provided that:





The participating agency performed work after rejecting all bids, claiming it could do the work
less expensively (Section 22042(a)).
The work performed exceeded the force account limits (Section 22042(b)).
The work was improperly classified as maintenance (Section 22042(c)).
A public agency did not comply with the informal bidding procedures set forth at Section 22034
(Section 22042.5).

26. Section 20112 specifically requires school districts to advertise twice for a two-week period,
while Section 22037 requires advertising once, 14 days in advance of the date of opening of
bids. How do participating school districts reconcile this conflict?
When the Act is in conflict with any other section in the Public Contract Code, the Act shall
supersede. The Act requires advertising once, 14 days in advance of the date of opening of bids.
Districts participating in the Act may choose to maximize their outreach by advertising twice.

27. May a public agency contract separately for like work at the same site at the same time using
the under $60,000 Force Account method?
No. Section 22033 states:
It shall be unlawful to split or separate into smaller work orders or projects any project for
the purpose of evading the provisions of this article requiring work to be done by contract
after competitive bidding.
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Separating “like work” would be permitted only if the total of all the “like work” is less than
$60,000. If the work is more than $60,000, it must be advertised and bid according to the provisions
of the Act (i.e. bid informally if the total amount is less than $200,000; bid formally if the total
amount exceeds $200,000).

28. May a public agency bid out two separate projects that occur at the same time and site, but
are different types of work?
Yes. There is no violation if the work is competitively bid. If an agency wishes to use the negotiated
or informal bidding processes, it must apply the appropriate limits to each of the projects. Each
project must be separate in scope. Projects may not be separated by trade to avoid bidding. If the
total of all jobs is greater than $60,000 then the informal or formal bid limits apply.

29. Can an agency separately bid out for the materials and supplies on a project to avoid
contractor markup and then bid out for the installation labor or perform installation with its
own forces?
An agency may separately procure the materials and supplies for a project; however, all costs
(materials, supplies, labor) of a project must be included in the project cost estimate to determine
whether the project falls within the force account, informal bid, or formal bid thresholds.
In addition, if installation is performed by force account, an overhead rate must be applied to all
direct costs of the project and included in the cost estimate. For example, if materials/supplies cost
$50,000 to procure separately and the estimated labor cost to install is $25,000, the project could not
be performed with force account, but would fall within the informal bid threshold because the total
cost estimate is $75,000.
30. Must a value be assigned to the volunteer labor when the California Conservation Corps or

another volunteer organization provides labor on a public project?
No. Volunteer labor from volunteer organizations does not need to be included as a cost of a public
project for bid limit purposes as long as no costs are associated with the volunteer labor.

31. By opting into the Act, does a public agency automatically bring all of its component divisions
or departments into the Act?
Yes. When a public agency elects to become subject to the uniform construction cost accounting
procedures, the entire legal entity is considered subject to the Act and no divisions or departments
are exempt.

32. When a public agency opts into the Act, does it automatically bring all districts under control
of its governing Board into the Act?
No. Special Districts, which are governed by a board of supervisors or city council, are subject only
if a separate election is made for each special district.

33. PCC 22034 requires that participating agencies adopt an Informal Bidding Ordinance. What
do schools and special districts that cannot adopt Ordinances do to comply?
Agencies that do not have the ability to adopt Ordinances should discuss Section 22034 compliance
with their legal counsel.
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Additional inquiries and questions may be directed by email to LocalGovPolicy@sco.ca.gov, or by
regular mail to:
State Controller's Office
Local Government Programs and Services Division
Local Government Policy Section
P.O. Box 942850
Sacramento, CA 94250
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