
 

CITY COUNCIL AGENDA REPORT 

MEETING DATE:    JUNE 6, 2006 ITEM NUMBER:          

SUBJECT: PURCHASING AUTHORITY LIMITS AND ADOPTION OF THE UNIFORM PUBLIC 
CONSTRUCTION COST ACCOUNTING ACT 

 
DATE: MAY 19, 2006 
 
FROM:  FINANCE DEPARTMENT- FINANCIAL PLANNING DIVISION 
 
PRESENTATION BY: MARC R. PUCKETT, DIRECTOR OF FINANCE      
 
FOR FURTHER INFORMATION CONTACT: DEBBIE DOBROTT AT 714/754-5212 
 

 
RECOMMENDATION: 
 

1) Adopt Resolution 06-______ authorizing the City to adopt the Uniform Public 
Construction Cost Accounting Act for public works contracts. 

 
2) Give Ordinance first reading, changing the current spending authority limits in Title 

2, Chapter 5, Section 2-166 from $25,000 to $50,000 and incorporating the Uniform 
Public Construction Cost Accounting Act into the Ordinance, increasing the informal 
bid threshold for awarding a public works construction contract to $125,000. 

 
BACKGROUND: 
 
Staff presented to the City Council at the February 14, 2006 Study Session, a 
recommendation to make changes to the City’s Purchasing limits, and to adopt the 
Uniform Public Construction Cost Accounting Act (UPCCA).  

Purchasing Limits 

The Costa Mesa Municipal Code, Title 2, Chapter V. Finance, Article 2. Purchasing 
Section 2-162, provides that a purchasing system be established  to set forth efficient 
procedures for the purchase of supplies, services, and equipment; to secure City 
supplies, services, and equipment at the lowest possible cost commensurate with the 
quality needed; and, to exercise positive financial control over purchases.  

Also, the Costa Mesa Municipal Code, Title 2, Chapter V. Finance, Article 2. Purchasing 
Section 2-166 requires that all purchases of supplies, equipment, and technical or 
maintenance services of $25,000 or greater (not public works contracts) be processed 
as a formal bid.  A “Notice Inviting Bids” is solicited from qualified vendors on the 
bidders’ list and other vendors requesting a bid package. The “Notice Inviting Bids” is 
published in the local newspaper, and is posted on the public bulletin board in City Hall 
and on the City’s web site.   The bidders are required to submit a sealed bid to the City 
Clerk’s Office. The City Clerk holds a public bid opening in the Council chambers.  
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Subsequently, the Purchasing Division posts a tabulation of the bid responses on the 
public bulletin board in City Hall and on the City’s web site, and submits a Council 
Agenda Report to City Council setting forth staff’s recommendation.  
 
Uniform Public Construction Cost Accounting Act 

The Public Services Department staff recently became aware that the City could 
increase the informal bid dollar threshold for public works contracts above $5,000 up to 
a maximum of $125,000 by becoming subject to the California Uniform Public 
Construction Cost Accounting Act (Act). Becoming subject to the Act requires City 
Council action.  

Currently, staff follows the procedures set forth in the State of California Public Contract 
Code Section 20160-20175.1 when bidding and awarding a public works construction 
contract. The procedures are as follows:  

 For public works contracts under $5,000, informal bids or quotes are solicited from a 
minimum of three vendors.  The Department Director or City Manager approves the 
contract.  

 For all public works contracts over $5,000, the formal bid process is followed.  The 
City Council must approve the award of the contract.  

    

ANALYSIS:

Purchasing Limits

The current limit of $25,000 for a formal bid has not been adjusted since February 1991.  
Based on the Consumer Price Index (through December, 2005), the $25,000 threshold 
for formal bid requirements would have increased by 45.75% or to $36,436.75.  Stated 
another way, the threshold for formal bid requirements in 1991 has eroded to $17,153 in 
today’s dollars.  

The intent of the Purchasing Ordinance, as noted above in Section 2-162 of the 
Ordinance, is to establish efficient procedures for the purchase of supplies, services, 
and equipment; and to secure City supplies, services, and equipment at the lowest 
possible cost commensurate with the quality needed.  

Thirty percent of the formal bids processed during the past calendar year were between 
$25,000 - $50,000.  Purchases between $25,000 - $50,000 exempted from formal 
bidding by the City based on the ability to “piggyback” on another formal bidding 
process through participation in a “cooperative purchasing agreement” amounted to 
45% of the purchases made.  

Staff believes that raising the current limit of $25,000 to $50,000 for a formal bid will 
facilitate the intent of the Purchasing Ordinance.  Increasing the limit will further facilitate 
the implementation of efficient procedures for the purchase of supplies, services, and 
equipment, without compromising the formal bid practices.  In addition, the increase will 
also bring the purchasing limit closer to today’s dollars, as adjusted by the CPI.    
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Uniform Public Construction Cost Accounting Act 
 
Under this Act, the City could increase the informal bid dollar threshold for public works 
contracts to $125,000 by becoming subject to the Act.  Becoming subject to the Act 
requires the City Council to adopt the Act by resolution, and to adopt an informal bid 
ordinance. 

If the Council chooses to become subject to the Act, the informal bid threshold would be 
raised above the current $5,000 limit to $125,000; the City Manager would award 
contracts up to the new limitation.  Contracts over $125,000 would still require formal 
bidding and Council award.  As with all contracts, either formal or informal, sufficient 
funds must be previously approved by the City Council prior to any award. 

The process for the City to become eligible under the Act is as follows:  

1. City Council must elect by resolution to become subject to the Act.  
2. The City must notify the State Controller in writing of its intent to become 

subject to the Act; a copy of the resolution must be filed with the State.  
3. The City must adopt an Informal Bid Process Ordinance.  

 
The Act also requires that public works projects of $30,000 or higher must be bid, either 
formally or informally.  Force account labor (in-house staff) cannot be used, unless the 
City rejects the bids and claims the work can be done less expensively by the public 
agency.  Force account labor can be used for any project regardless of the dollar 
amount, if the project can be classified as maintenance.  

Once the City elects to become subject to the Act, the City is required to mail a notice to 
specified construction trade journals, inviting all licensed contractors to submit the name 
of their firm to the City for inclusion on the City’s list of qualified bidders for the following 
calendar year. This process must be done annually in November. Once a list is 
established, the City is required to send a notice inviting informal bids to all contractors 
on the list, as well as specified construction trade journals, for the category of work to be 
bid.  

The Act also establishes a Commission made up of representatives from the 
construction industry and public agencies. The Commission is responsible for the review 
and development of uniform public construction cost accounting policies and 
procedures to be followed by public agencies electing to participate in the program.  The 
Commission has developed policies and procedures for these purposes, which 
encourage public agencies to track all cost elements – personnel, materials, supplies, 
equipment, and overhead at the project level.  

The following cities are currently subject to the Act: Brea, Fullerton, Irvine, Tustin, 
Rancho Santa Margarita, and Orange.  Some of these cities have set their informal bid 
threshold limit as follows: Irvine - $100,000, Tustin - $125,000, Rancho Santa Margarita- 
$30,000. 
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Staff recommends that City Council elect to adopt the California Uniform Public 
Construction Cost Accounting Act and increase the informal bid limit to $125,000.  This 
would expedite projects valued under $125,000.  Presently only projects under $5,000 
can be expedited.  For Council’s reference, of the projects approved in the FY 05-06 
budget (Capital Improvement and Facilities Operations & Maintenance), 39 projects are 
valued between $5,000 and $125,000.  Forty-six projects are valued under $5,000 while 
31 projects are valued over $125,000 each.  

ALTERNATIVES CONSIDERED: 
 
The City Council could maintain the existing purchasing limits and not adopt the Act.   
The Council could also set a limit for informal bid award, under the UPCCA, lower than 
$125,000. 
 
FISCAL REVIEW:
 
There is no negative fiscal impact to this item.  An indeterminate amount of resources 
will be saved due to increased efficiencies achieved through raising the threshold limits, 
thus eliminating costs associated with formal bidding procedures under the current 
limitations.   

LEGAL REVIEW: 
 
The City Attorney’s Office has prepared the attached resolution and the ordinance for 
your consideration.  

CONCLUSION:
 
The proposed amendments to the Costa Mesa Municipal Code are intended to provide 
greater operating efficiencies and to establish purchasing limits in today’s dollars.  
These amendments will allow the City Manager to approve the formal bid limit from 
$25,000 to $50,000 for supplies, services and equipment purchases, and $125,000 for 
public works contracts.  The City Council will continue to approve formal bids exceeding 
$50,000 and $125,000 respectively. 

Periodic adjustments in the threshold limits are consistent with the intent of the 
Purchasing Ordinance, and further facilitate the implementation of efficient procedures 
for the purchase of supplies, services, and equipment without compromising the formal 
bid practices.  In addition, the adoption of the Act will allow Public Services to expedite 
the process of the smaller dollar projects. 

Staff recommends that the City Council approve the attached Resolution to adopt the 
Uniform Public Construction Cost Accounting Act; and give first reading to the attached 
Ordinance for the proposed revisions to the purchasing authority limits and adoption of 
an informal bidding process as presented herein.   
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_______________________                    ______________________________                       
MARC R. PUCKETT             WILLIAM J. MORRIS 
Director of Finance     Public Services Director 
 
 
______________________       _____________________________ 
KIMBERLY HALL BARLOW   DEBBIE DOBROTT 
City Attorney       Purchasing Supervisor 
                                                
DISTRIBUTION:     City Manager 
 
ATTACHMENTS:    

1. Resolution 06-______ adoption of the Uniform Public Construction Cost Accounting 
Act 

2. Draft Ordinance Amendment 
3. Purchasing Policy Dollar Threshold Survey 

http://www.costamesaca.gov/ftp/council/agenda/2006/2006-06-06/June 6 - Attachment 1 - Resolution Adoption of the Uniform Public Const Cost Acctg Act.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-06-06/June 6 - Attachment 1 - Resolution Adoption of the Uniform Public Const Cost Acctg Act.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-06-06/June 6 - Attachment 2 - Draft Ord Amendment.pdf
http://www.costamesaca.gov/ftp/council/agenda/2006/2006-06-06/June 6 - Attachment 3 - Purch Pol Dollar Survey.pdf
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