Uniform Public Construction Cost Accounting Act Review

In-House Staff Cost Accounting. The purpose behind the cost accounting procedures set
forth under the UPCCAA is to ensure that agencies do not exceed the $45,000 limit when
informal bidding is required. The standards ensure that all costs are fully accounted for (as a
contractor would), including labor (salary and benefits), materials, subcontracts, equipment
use and overhead.
Given that the goal of cost accounting procedures is to ensure that the use of in-house
resources does not exceed $45,000, it doesn’t make sense to formally use these procedures
for minor work. (Conceptually, $2,000 of work might be considered construction under the
UPCCAA; but this so far removed from the $45,000 threshold, it wouldn’t make sense to use
detailed accounting procedures for this.)
For this reason, many of the agencies that have adopted UPCCAA procedures only use
detailed cost accounting when it is clear that the work is “construction” versus maintenance;
and if “construction,” that it is likely to approach the $45,000 threshold. While this will
require staff judgment, it is the approach that makes the most sense for the District given
that:
•

It is not staffed to take on significant “construction” work subject to the UPCCAA.

•

And such, its main goal (like most of the other 1,040 agencies that have adopted the
UPCCAA) is the use of the alternative bidding procedures – not to expand its use of inhouse resources.

Accordingly, it is expected that very few projects – perhaps just one or two per year – will
require detailed cost accounting.
Two steps are recommended in accounting for in-house resources during the pilot program:
•

Preparation of a project cost estimate when it appears likely that cost accounting might be
required (a worksheet for this is provided in Appendix D).

•

Where the estimate shows a likelihood of approaching the $45,000 threshold, account for
costs using the same format as the estimate in Appendix D. A suggested “rule of thumb:”
if the estimate shows possible costs that are within 60% of the $45,000 threshold (about
$27,000), detailed cost accounting should be used.

Given the few uses expected, the worksheet in Appendix D is recommended over trying to
integrate this into the District’s general ledger and project cost accounting system. One of
the purposes of the pilot program is to assess how often and how complex cost accounting
will be. For this reason, the District should begin with a simple, “exception-based” approach.
There are two conceptual issues in accounting for in-house costs:
•

Indirect (overhead) costs. The Manual provides two options for the District. It can use
its own indirect cost rate (225% for 2017-18), which is composed of benefits and nonwork hours (120%) and administrative overhead (105%). The Manual also allows the use
of 30% for administrative overhead. It is the District’s option as to which approach to use
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(keeping in mind that the District would still need to use the 120% rate for staffing costs).
There is a slight fiscal advantage in using the 30% rate, as conceptually, more work could
be accomplished within the $45,000 threshold. However, in the interest of simplicity, at
least during the pilot program, I recommend that the District use its adopted overhead
rate.
•

Equipment use rates. The Manual sets forth extensive procedures for developing
agency-specific equipment use rates. However, it also allows using established thirdparty sources for this and offers several options, including equipment use rates set by
Caltrans. I recommend this as the simplest approach. The Caltrans equipment use rate
manual is on its web site at:
http://www.dot.ca.gov/hq/construc/eqrr/Book_2017.pdf

Board Involvement in the Formal Bid Process
Like many local government agencies, the Board is currently involved in the formal bid
process at the “contract award” stage. There are two drawbacks with this late involvement:
•

Detailed bid packages defining the project and bid process have already been prepared,
limiting the Board’s input and making any changes awkward at best (and most likely
requiring the issuance of new invitations for bids). This requires added staff work –
which was likely very extensive to begin with – and delays the construction project.

•

When the Board is involved, it is often for the relatively simple ministerial task of
determining who submitted the lowest bid.

It makes more sense to move the Board’s involvement to an earlier stage, where it can better
exercise policy discretion: approval of the bid package and authorization to invite bids.
This provides the Board with meaningful discretion on whether to move forward with the
project at all and at what cost; and to define the project work scope and any key terms and
conditions.
However, once these parameters are in place, the recommended approach delegates to staff
the ministerial action of determining who submitted the lowest bid and awarding the contract.
In those few cases where bids come in above budget or there are other unexpected issues, bid
award would return to the Board. This revision will make contracting for construction
projects more efficient while retaining appropriate internal controls and more meaningfully
involving the Board in the formal bid process.
Assessing the Pilot Program
At the end of the pilot program, the staff should report back to the Board with its assessment
of the results. The report should:
•

Identify the number of formal and informal bids awarded; and number of in-house
projects completed that required the use of detailed cost accounting procedures.
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•

Discuss advantages and disadvantages encountered in using alternate bidding procedures;
and any undue administrative hardships in accounting for the use of in-house resources.

•

Based on this assessment, recommend whether the District should continue using the
UPCCAA procedures; and if so, any policy and procedure changes that should be made
based on the pilot program experience.

SUMMARY
This report outlines the provisions of the UPCCAA and compares them with the District’s
current policies for construction projects (which in turn are based applicable State public
contract code requirements).
After considering advantages and disadvantages, it recommends going forward with adopting
the UPCCAA on a pilot program basis for one year to assess if the alternative bidding
procedures make contracting for projects of $175,000 or less, simpler and faster, with similar
or lower contract costs, than if formal bidding procedures were used; and if the $45,000 force
account limit poses undue administrative burdens in complying with the Act’s cost
accounting requirements. If at the end of the pilot program the District has not experienced
the potential benefits, it can discontinue using the UPCCAA provisions and return to its
current policies.
The report also addresses implementation issues, including recommending that the District
consider engaging the Board earlier in the formal bid process; and assessment factors that
should be considered at the end of the pilot program.
I appreciate the opportunity to serve the District in preparing this assessment and
I am available to answer any questions concerning its findings and recommendations.
APPENDIX
A.
B.
C.
D.

Sample Resolution
Sample Ordinance
Trade Journals
Sample Cost Accounting Worksheet

.....................
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Sample Ordinance
ORDINANCE NO. ______
AN ORDINANCE OF THE CENTRAL CONTRA COSTA SANITARY DISTRICT
ESTABLISHING INFORMAL BIDDING PROCEDURES UNDER THE
UNIFORM PUBLIC CONSTRUCTION COST ACCOUNTING ACT
WHEREAS, the Uniform Public Construction Cost Accounting Act (Act) provides for informal bidding
procedures for construction projects that have the potential to significantly reduce the administrative costs
of bidding and allow for faster project completion, while still retaining a competitive process and
containing project costs; and
WHEREAS, the District has elected to become subject to the uniform public construction cost accounting
procedures under the Act, thereby allowing it to adopt informal bidding procedures for construction
projects.
NOW, THEREFORE, the Board of Directors of Central Contra Costa Sanitary District does ordain as
follows:
Section 1. Informal Bid Procedures. Construction projects (“Public Projects” as defined by the Act) and
in accordance with the limits listed in Section 22032 of the Public Contract Code, may be let to contract
by informal procedures as set forth in Section 22032, et seq., of the Public Contract Code.
Section 2. Notice Inviting Informal Bids. Where a construction project is to be performed, which is
subject to the provisions of this Ordinance, a notice inviting informal bids shall be mailed, emailed or
faxed to all construction trade journals as specified by the California Uniform Construction Cost
Accounting Commission in accordance with Section 22036 of the Public Contract Code. However, if the
product or service is proprietary in nature such that it can be obtained only from a certain contractor or
contractors, the notice inviting informal bids may be sent exclusively to such contractor or contractors.
Section 3. Award of Contracts. The District General Manager, Deputy General Manager, Purchasing
and Materials Manager, and Director of Engineering and Technical Services are each authorized to
award informal construction contracts.
Section 4. This ordinance shall be a general regulation of the District and shall be published once in the
Contra Costa Times and the San Ramon Valley Times, newspapers of general circulation within the
District, and shall be effective on the eighth calendar day following such publication.
PASSED AND ADOPTED this _____ day of _________, 2017, by the Board of Directors of the Central
Contra Costa Sanitary District by the following vote:
AYES: Members:
NOES: Members:
ABSENT: Members:
_____________________________
President of the Board of Directors
COUNTERSIGNED:

________________________________________________
Secretary of the District

Approved as to Form: _______________________________
Counsel for the District
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Trade Journal Notices
Notice to both of the following Statewide journals:
Construction Bidboard (eBidboard)
Attn: James Moriarty -CEO
11622 El Camino Real
San Diego, CA 92130
Phone: 800-479-5314
Fax: 619-688-0585
e-mail: planroom@ebidboard.com
McGraw-Hill Construction Dodge
148 Princeton Hightstown Rd, N-1
Hightstown, NJ 08520
Phone: 609-426-7403
Fax: 888-359-5520
Jason.szafranski@mhfi.com
www.construction.com
Notice to two of the following six regional trade journals:

Marin Builders Association
660 Las Gallinas Avenue
San Rafael, CA 94903
Phone: 415-462-1220
Fax: 415-462-1225
e-mail: mba@marinba.org
www.marinba.org

Bay Area Builders Exchange
2440 Stanwell Drive, Suite B
Concord, CA 94520-4801
Phone: 925-685-8630
Fax: 925-685-3424
e-mail: info@bayareabx.com
www.bayareabx.com

Placer County Contractors Association, Inc.
10656 Industrial Avenue, Suite 160
Roseville, CA 95678
Phone: 916-771-7229
Fax: 916-771-0556
e-mail: planroom@placerbx.com
www.pccamembers.com

Peninsula Builders Exchange
735 Industrial Road
San Carlos, CA 94070
Phone: 650-591-4486
Fax: 650-591-8108
e-mail: tom@constructionplans.org
www.constructionplans.org

Bay Area Builders’ Exchange
3055 Alvarado Street
San Leandro, CA 94577
Phone: 510-483-8880
Fax: 510-352-1509
e-mail: spleary@beac.com
www.beac.com

Builders’ Exchange of Stockton
7500 West Lane
Stockton, CA 95210
Phone: 209-478-1000
Fax: 209-478-2132
e-mail: jluna@besonline.com
www.besonline.com

Appendix D

Sample Cost Accounting Worksheet
Labor

Hours

Hourly Rate

Position
Position
Position
Position
Total Labor

Total

-

Materials and Supplies

Total
Sales Tax
Delivery
Other Costs
Total Supplies and Equipment Costs

-

-

Contract Services

Total Contract Services
Equipment Use

Total Equipment Use

Hours

Hourly Rate

Total

-

Other Costs

Total Other Costs
TOTAL

-

