
Agenda Item No. ______ 

CITY COUNCIL STAFF REPORT 

TO:   Honorable Mayor and City Council DATE: November 21, 2016 

FROM: Matthew Bronson, City Manager 

PREPARED BY: Gregory Ray, Public Works Director/City Engineer 

SUBJECT: Grover Beach Municipal Broadband Network: 
Award of Construction Contract 

RECOMMENDATION  

1) Award the construction contract for the Grover Beach Municipal Broadband Network to
Leo Tidwell Excavating in the amount of $742,770; 2) authorize the City Manager and City 
Attorney to negotiate and execute a comprehensive Cost Sharing Agreement with the County of 
San Luis Obispo and to finalize the Conduit Lease Agreement with Digital West; and 
3) authorize staff to return to the Council with a mid-year budget amendment for additional
project funding. 

In February 2010, the Grover Beach City Council I Improvement Agency Board adopted the 
Technology Master Plan that recommended the development of the Grover Beach Municipal 
Broadband Network ("Network") as an important element of the City's Economic Development 
Strategy. In January 2012, the Council adopted an Implementation Plan developed in 
partnership with Digital West of San Luis Obispo and MuniServices, LLC.  After completing its 
initial review of the Implementation Plan, the Council directed staff to initiate the implementation 
of Phase I. As originally envisioned, Phase I was to include the City's industrial area, the South 
4th Street corridor, and West Grand Avenue from the Grover Beach Lodge site to Oak Park 
Boulevard. In 2010, the initial capital and operational cost for the project was estimated at 
$710,000. 

In 2012, the City Council took another step towards implementation with the endorsement of a 
public-private relationship with Digital West as a full partner focused on making the broadband 
network a reality. In addition to the partnership with Digital West, the County of San Luis Obispo 
signed a Letter of Intent (See Attachment 2) that committed the County to share in the cost of 
developing the network to serve County-owned facilities located on South 16th Street in Grover 
Beach. The Letter of Intent commits the County to reimburse the City for the County's share of 
engineering and contract management costs with a Comprehensive Cost Sharing Agreement to 
follow as the project moves to construction. 

The following are the key elements of the public/private partnership: 

» Digital West is proposing a network that will connect all of the locations the City Council has 
indicated as key for economic development. The network will consist of conduit, fiber, and 
equipment necessary for high-speed Internet access. (Please see Attachment 1) 

» The City of Grover Beach would build and own the entire conduit infrastructure, along with the 
existing infrastructure that has already been placed in the ground. Digital West will design, 
manage, and build the broadband system. 
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»  The installation of conduit will include a total of 5 conduits with 3 conduits to be utilized by the 

City for future use. Space in this conduit could be sold or leased to other utilities, with 
proceeds paid back to the City. Remaining conduits will be for the exclusive use of Digital 
West as identified in the Lease Agreement.  

 
»  Digital West would run its own fiber optic cables through the conduit at Digital West's 

expense. This fiber will feed the specific target areas noted in the agreement with Digital 
West and designed to reach the greatest concentration of businesses and possibly 
residences. Digital West will provide and install fiber for exclusive use by the City at no cost 
as identified in the Design and Lease Agreements. Digital West would also be required to run 
the City's fiber optic cable at their expense. 

 
»  Digital West will provide a West Grand Avenue fiber enhancement with two classes of service 

provided along the West Grand Avenue corridor. Businesses in this corridor would be offered 
the highest possible level of connectivity at the lowest possible cost within San Luis Obispo, 
Santa Barbara, and Ventura counties.  

 
»  Digital West will own, manage, and operate the system, including possible future connectivity 

with Pacific Crossing, the trans-Pacific fiber cable company located in Grover Beach. 
 
»  The City will have access to the fiber system for its own use and would receive a percentage 

of gross revenue generated from the Grover Beach system. 
 
» The County of San Luis Obispo plans to connect many of their South County sites with 

broadband and County participation will assist in reducing costs to Grover Beach. 
 
Digital West is an Internet service provider in the county that provides a number of Internet-
related services locally, regionally, nationally, and internationally. With a staff of 25, Digital West 
manages a local 30-mile network and provides fiber connectivity, colocation, connectivity, and 
cloud services to wide variety of businesses. Digital West was instrumental in assisting the City 
with development of the Technology Master Plan and the Implementation Plan and the public-
private partnership. The partnership is assisting the City in getting broadband fiber to key first 
phase locations in a timely manner, providing a regional connection that will assist in leveraging 
access to the trans-Pacific cable, and providing the operation of a broadband system that is 
self-sustaining. 
 
In 2012, the City entered into an Engineering Services Agreement with Digital West. As 
identified in the agreement, the City has conducted a public bid to secure a contractor for 
installation of conduit and necessary infrastructure. During construction, Digital West will provide 
construction management services on behalf of the City. All of the conduits and related 
infrastructure will become assets of the City once installed. The City will enter into a lease 
agreement with Digital West for the conduit sufficient to operate the network. As compensation 
for the lease, Digital West will install the fiber at its cost, provide City access to the fiber for 
public purposes, and will pay the City 5.1% of its gross revenue for its operation of the private 
portion of the system. Digital West will manage the network at no cost to the City and will 
partner with the City on marketing the network to current and prospective businesses.   
 
In addition to the construction contract award recommended for Council action, three additional 
agreements will need to be completed shortly to continue implementing the project:  
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Construction Management - Consultant Services Agreement (Please see Attachment 3) 
 

Digital West will provide construction management services for the project, once the 
construction contract is awarded. In concert with the City, Digital West will review the work, 
provide quality control, coordinate scheduling, and review contractor requests for payment, 
change orders, and completion of punch list items. 
 
Conduit Lease Agreement (Please see Attachment 4) 
 

Once the contractor has initiated installation of the conduit, the City will execute a Conduit 
Lease Agreement with Digital West. The lease agreement will lease to Digital West the conduit 
and related infrastructure necessary to manage and operate the network. According to the 
agreement, Digital West will install fiber in conduits and overhead in accordance with the plan. 
Digital West will own and manage the fiber system installed within the leased conduit and 
transfer to the City proprietary ownership of the fiber to use for City purposes, including leasing 
or transfer of a portion to the County. Digital West shall be responsible for all maintenance of 
the fiber installed, including the City's fiber. Digital West, with the approval of the City, will 
develop and implement a marketing program that will focus on serving the City's existing 
businesses and appeal to businesses located in the greater technology market. The City will 
receive 5.1% of all gross revenue from the operation of the network within Grover Beach. The 
term of the Lease Agreement is 10 years with an option to renegotiate for an additional 10 
years. Termination provisions are included in the agreement that protect both the City and 
Digital West. 
 
Comprehensive Cost Sharing Agreement (Please see Attachment 2) 
 

In 2012, staff worked with the County to accommodate the County's interest in bringing 
broadband from the present location in the vicinity of South 4th Street and Trouville Avenue to 
serve the County buildings located on South 16th Street. This extension of service is a part of 
the County's overall plan to bring broadband connectivity to all of the County's facilities. It is cost 
effective for the County to participate as a part of the municipal network installation project. In 
order to serve the County, the network will be installed along Rockaway Avenue eastward to 
South 11th Street, and then to Long Branch Avenue and then easterly to the County's facilities 
on South 16th Street. This route would be beneficial to the City in that the line will run along 
Rockaway Avenue adjacent to City Hall, the Police Department, and the Fire Station and 
provide fiber connectivity to these City facilities. The route will also open up additional City 
neighborhoods to potential broadband service. In the Board of Supervisors' approved Letter of 
Intent, the County indicated its willingness to participate up to a proportional share of the project 
cost amounting to $268,000 for construction and $29,331 for soft costs. Now that the City is 
ready to begin construction, the City will need to enter into a comprehensive Cost Sharing 
Agreement with the County to finalize this arrangement.  Staff is recommending the Council 
authorize the City Manager and City Attorney to negotiate and execute an agreement with the 
County prior to issuing a Notice to Proceed to the construction contractor.  
 
On September 7, 2016 the City opened bids for construction of the broadband network. The City 
received four (4) responsive bids ranging from $742,770 to $1,188,291 and Leo Tidwell 
Excavating was the lowest responsive bidder. Construction and soft costs are as follows:  
 

Construction Cost   $742,770 
Construction Contingency  $  21,000 
Soft Costs    $115,020 
Total     $878,790 
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ENVIRONMENTAL REVIEW 
The City hired Rincon Consultants to prepare an analysis and file a Categorical Exemption. The 
California Environmental Quality Act (CEQA) states that a Class 32 CE is allowed when:  
 
(a) The project is consistent with the applicable general plan designation and all applicable 

general plan policies as well as with applicable zoning designation and regulations. 
(b) The proposed development occurs within city limits on a project site of no more than five 

acres substantially surrounded by urban uses. 
(c) The project site has no value as habitat for endangered, rare or threatened species. 
(d) Approval of the project would not result in any significant effects relating to traffic, noise, 

air quality, or water quality. 
(e) The site can be adequately served by all required utilities and public services. 
 
Additionally, State CEQA Guidelines Section 15300.2 states that a categorical exemption “shall 
not be used for a project which may cause a substantial adverse change in the significance of a 
historical resource.” 
 
Based on Rincon’s analysis, the proposed Broadband Network Installation Project meets all 
criteria for a Class 32 Categorical Exemption pursuant to Section 15332 of the State CEQA 
Guidelines. A copy of the Rincon Consultant’s analysis is available for review at the City Hall 
Customer Service Counter during regular business hours. 
 
FISCAL IMPACT 
 
As identified previously, the total project cost is $878,790.  Based on the agreement with Digital 
West and the Letter of Intent from the County, the current project costs and budget are as 
follows: 
 

Total Project Cost   $878,790 
Less County contribution  $297,331 
Remaining City Costs   $581,459 

 
City Adopted Budget Amount  $537,789 
Additional Funding Needed  $  43,670 

 
In order to continue with the project, staff is recommending the Council approve an increase in 
the loan amount from the City’s Wastewater Enterprise Fund in the amount of $44,000. Staff will 
return to Council at mid-year for formal adoption of a budget amendment. 
 
ALTERNATIVES  
 
The City Council has the following alternatives to consider: 
 
1. Award the construction contract for the Grover Beach Municipal Broadband Network to 

Leo Tidwell Excavating in the amount of $742,770; authorize the City Manager and City 
Attorney to negotiate and execute a comprehensive Cost Sharing Agreement with the 
County of San Luis Obispo and to finalize the Conduit Lease Agreement with Digital 
West; and authorize staff to return to the Council with a mid-year budget amendment for 
additional project funding; or 
 

2. Provide alternative direction to staff.  
 
  



Staff Report: Grover Beach Municipal Broadband Network: Award of Construction Contract Page 5  
November 21, 2016 
 
PUBLIC NOTIFICATION 
 
The agenda was posted in accordance with the Brown Act.  
 
ATTACHMENTS 
 
1. Map of Broadband Network 
2. County Letter of Intent 
3. Construction Management - Consultant Services Agreement 
4. Conduit Lease Agreement 
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Section 7r

1,093' Aerial 

(Wireless Backhaul) 

EXHIBIT “A” 

DRAWING 2 of 2

2,338' Existing 1-2" 

Section 7s

598' Aerial (Optional) 

1,588' Existing 1-2" 

458' Existing 1-2" 

Drawing Rev:

9-29-14

Section 4 - 2,190'  

DWNI -1.25"

Section 6l - 380' 

DWNI 1-1.25"

Section 6n - 1,211' 

DWNI 1-1.25"

Section 6m - 430' 

DWNI 1-1.25" 

Section 6o - 1,412' 

DWNI -1-1.25" 
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