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Summary Title: Overhead Construction Services Contract Amendment 

Title: Approval of Change Order Number One to Construction Services 
Contract Number C15155783 with Pacheco Line Builders, Inc. to Increase Not-
to-Exceed Amount by $500,000 Annually to $1,500,000 Per Year, for a Total 
Not-to-Exceed Amount of $4,500,000 for Increased Costs Associated With 
Maintenance and Repair Work for the City’s Electric Overhead Distribution 
System, and Adoption of a Related Budget Amendment Ordinance for Fiscal 
Year 2016 Appropriating a Total of $1,000,000 from the Electric Distribution 
Fund Operations Reserve 

From: City Manager 

Lead Department: Utilities 
 
Recommendation  
Staff recommends that Council:  
 

1. Approve and authorize the City Manager or his designee to execute Change Order 
Number 1 (Attachment A) to Construction Contract C15155783 with Pacheco Line 
Builders, Inc. (“Pacheco”) to increase the not-to-exceed amount each year by $500,000 
to $1,500,000 per year, for a total not-to-exceed amount of $4,500,000 over the 3 year 
term for Electric Overhead Construction Services, which includes construction, 
maintenance and system improvement work on the City’s overhead electric distribution 
system at various locations throughout the City to account for increased costs 
associated with the performance of more maintenance and repair tasks than anticipated 
rather than capital improvement projects; and   
 

2. Adopt a related Budget Amendment Ordinance (Attachment B) for Fiscal Year 2016 to 
appropriate $1,000,000 from the Electric Distribution Fund Operations Reserve to the 
Electric Operating Budget. 

 
Executive Summary 
The City of Palo Alto Utilities (“CPAU”) identifies maintenance work through annual inspections 
of all electric facilities for safety hazards, regulatory infractions, and deteriorated infrastructure, 
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such as wood poles, that need to be replaced. Since 2009, Electric Operations has experienced 
a staffing shortage due to retirements, turnovers, employee disabilities and lack of qualified 
candidates.  Besides grade 1 pole replacements, which require immediate attention, a 
significant amount of maintenance work has either been deferred or addressed on an as-
needed basis as safety conditions allow. Currently, Electric Operations is addressing all of the 
grade 2 tags such as cross arm replacements, broken or damaged insulators, services and 
mainline conductors before they become grade 1 issues. The need to effect repairs and/or 
replacements to our infrastructure are necessary to ensure service reliability and continuity of 
service.   
 
Background  
On January 12, 2015, Council approved Construction Contract C15155783 with Pacheco (Staff 
Report 5388). Pacheco was selected through a competitive bid process (IFB). The scope of the 
original contract was to provide construction services for both maintenance and capital 
improvement projects such as pole replacements. The terms of the contract were for a not-to-
exceed amount of $3,000,000 for three years or $1,000,000 annually starting February 2015 
through February 2018. This contract for construction services is to assist Electric Operations 
with both capital improvement projects and completing maintenance work necessary to keep 
the overhead electric distribution system in compliance with state and federal utility 
regulations. Pacheco may also be used to provide assistance and support to Electric Operations 
during emergency or storm conditions. 
  
Discussion 
In the past, staff would utilize construction service contracts to augment staff for only capital 
improvement projects such as pole replacements or reconductoring overhead transmission and 
distribution lines.  Staff was primarily tasked with maintenance work and emergency repairs.  In 
the last several years, however, CPAU staff efforts to complete maintenance tasks were 
reduced as safety would allow, to emergency work due to lack of available resources and 
challenges in hiring qualified linespersons.   
 
Staff annually conducts inspections and patrols of transmission and distribution lines to identify 
structural problems and potential hazards. In the last inspections, staff has identified a higher 
number of grade 2 repairs and replacements which need to be addressed before they become 
grade 1 issues.  Due to the increasing number of grade 2 tags, staff is changing its approach to 
utilization of construction service contracts. The overhead construction contracts will now be 
utilized for both capital improvement projects and grade 2 maintenance work.  As discussed in 
more detail below, this change in contractor utilization for repair and maintenance now in 
addition to capital improvement project work is the reason staff recommends increasing the 
not-to-exceed amount under the contract through Change Order No. 1. 
 
As of July 2015, CPAU has spent $666,834 of the $1,000,000 overhead construction contract.  
Some of the maintenance and repair work has taken longer than anticipated due to the age and 
condition of the equipment.  Pacheco has completed about 200 of the 1,500 grade 2 tags over 
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five months. Based on the workload forecast, all the funds from the first year of the agreement 
will be exhausted by October 2015.  The second year funding will not be available until 
February 2016.  To ensure service reliability and continuity, staff recommends Council approve 
Change Order Number 1 to the existing contract with Pacheco to increase the not-to-exceed 
amount from $1,000,000 to $1,500,000 per year, resulting in a total not-to-exceed amount of 
$4,500,000 over three years.  The additional funding will allow Pacheco to continue to work on 
the outstanding grade 2 repairs and replacements until the second year of funding is available, 
and will allow them to continue to supplement CPAU staff’s efforts to tackle maintenance and 
repair tasks in years two and three of the contract. 
 
Resource Impact 
A Budget Amendment Ordinance in the amount of $1,000,000 for Fiscal Year (FY) 2016, offset 
with a reduction to the Electric Distribution Fund Operations Reserve, is recommended to fund 
the contract through June 2016. The request for funding is for the following: 
 

 $500,000 to fund the increased work to reduce the backlog of repair and maintenance 
work in the first year of the contract. 
 

 $500000 to correct underfunding in the FY 2016 Budget, which inadvertently did not 
include the amount needed to fund the contract from February 2016 through June 
2016. 
 

Continued work under this contract for 2016 through 2018 will be subject to satisfactory 
performance by the contractor and City Council approval of annual appropriations.  Starting 
with FY 2017, staff will request the full funding of this work as part of the annual budget 
process.   
 
Policy Implications 
The approval of Change Order Number 1 to Contract C15155783 is consistent with existing City 
policies, including the Council-approved Utilities Strategic Plan to operate the electric 
distribution system in a cost-effective manner and to invest in utility infrastructure to deliver 
reliable service. 
 
Environmental Review 
Approval and authorization for the City Manager or his designee to execute Change Order 
Number 1 is categorically exempt from the California Environmental Quality Act (CEQA), under 
section 15301 (repair or maintenance of existing facilities), and section 15302 (replacement or 
reconstruction of existing structures and facilities) of Title 14 of the California Code of 
Regulations (the “CEQA Guidelines”). 
Attachments: 

 Attachment A:  Contract Change Order for Pacheco 15155783 (PDF) 

 Attachment B: Proposed Budget Amendment Ordinance (PDF) 
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Ordinance No. XXXX 

Ordinance of the Council of the City of Palo Alto Amending the Budget  
for Fiscal Year 2016 in the Electric Fund to Provide an Appropriation  

of $1,000,000 to the Electric Operating Maintenance Budget for Change  
Order No. 1 to Construction Services Contract With Pacheco Line Builders, Inc. 

for Electric Overhead Construction Services, Offset by a Reduction to the  
Electric Distribution Fund Operations Reserve.  

The Council of the City of Palo Alto does ORDAIN as follows: 

SECTION 1.  The Council of the City of Palo Alto finds and determines as follows: 

A.  Pursuant to the provisions of Section 12 of Article III of the Charter of the 
City of Palo Alto, the Council on June 15, 2015 did adopt a budget for Fiscal Year 2016. 

B. In January 2015, the Utilities Department awarded a contract in the not-to-
exceed amount of $3,000,000 for three years with Pacheco Line Builders, Inc. for 
construction services to assist Electric Operations, primarily focused on completion of 
various capital improvement projects with some maintenance work necessary to keep the 
overhead electric distribution system in compliance with state and federal utility regulations 
contemplated. Staff also contemplated using the contractor to provide assistance and 
support to Electric Operations during emergency or storm conditions. 

C.  A backlog of overhead line maintenance work has accumulated over the 
past several years due to a lack of available resources allowing only, as safety permitted, for 
emergency work. There are currently insufficient resources within the Electric Operations 
Division to complete all of the identified and anticipated construction work in the areas of 
repair and maintenance. 

D.   In the most recent inspections of the overhead lines, staff has identified a 
higher number of Grade 2 repairs and replacements which need to be addressed before 
they become Grade 1 issues.   Due to the increasing number of Grade 2 tags, staff is 
changing its approach to utilization of this construction service contract, and desires to use 
this overhead construction contract for both capital improvement projects and Grade 2 
maintenance work. 

E. One Million Dollars ($1,000,000) is needed to fund the contract for the 
remainder of the first year of the contract through Fiscal Year 2016, of which $500,000 will 
be used to address the backlog of maintenance work, including the outstanding Grade 2 
repairs and replacements in the first year of the contract, and $500,000 is needed to fund 
the contract for work from beginning of year two of the contract in February 2016 through 
the end of the fiscal year in June 2016. 

ATTACHMENT B
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SECTION 2.  The sum of One Million Dollars ($1,000,000) is hereby appropriated 
to the Electric Operating Maintenance Budget to fund a portion of the contract. This 
increase is offset by a reduction to the Electric Distribution Fund Operations Reserve.  

 
SECTION 3. As provided in Section 2.04.330 of the Palo Alto Municipal Code, this 

ordinance shall become effective upon adoption. 
 

SECTION 4. Approval and authorization for the City Manager or his designee to 
execute Change Order No. 1 is categorically exempt from the California Environmental 
Quality Act (CEQA), under section 15301 (repair or maintenance of existing facilities), and 
section 15302 (replacement or reconstruction of existing structures and facilities) of Title 14 
of the California Code of Regulations (the “CEQA Guidelines”).  

 
INTRODUCED AND PASSED:  

 
AYES: 
  
NOES: 
 
ABSENT: 
 
ABSTENTIONS: 
 
NOT PARTICIPATING:  
 
ATTEST:        

 
____________________________   ____________________________ 
City Clerk       Mayor 

 
APPROVED AS TO FORM:     APPROVED: 

 
____________________________   ____________________________ 
Senior Deputy City Attorney    City Manager 

  
 ____________________________ 

Director of Administrative Services 
 
____________________________ 
Utilities Director  
 


	6121 : Overhead Construction Services Contract Amendment
	Attachment A:  Contract Change Order for Pacheco 15155783
	Attachment B: Proposed Budget Amendment Ordinance


