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Utility Undergrounding
New Cost Estimates – We All Want It But How Do We Pay For It?

There has been strong community support for undergrounding utility lines in Del Mar. Voters passed 
Measure Q by a wide margin as a means to fund undergrounding and Moving Del Mar Forward’s 
2017 and 2018 surveys showed undergrounding as the #1 priority use for those funds. Based on 
community feedback, the city council’s Vision 2020 plan also identified undergrounding as a top 
priority. 
Undergrounding has 2 major parts: the public part which includes utility poles and public overhead 
lines, and the private part which includes the lateral/service lines to a home or business. 
The city received an estimate in June 2016 of $20.96 million for the public part of undergrounding. In 
January 2019, the city received a second estimate for the public part, this time for $51.6 million. So 
after the sticker shock from the disparity between these two estimates, there are several questions 
besides the obvious one of how the heck are we going to pay for undergrounding!

Background:

 � June 2016: A city consultant, Utility Specialists, Inc., completes a study identifying the 
estimated cost for the public part of undergrounding at $20.96 million. https://www.delmar.ca.us/
DocumentCenter/View/3525/Del-Mar-Undergrounding-Assessment52416-small-file-sizepdf

 � November 2016: Del Mar voters overwhelmingly approve Measure Q (66.54% in favor). 
The additional 1% general sales tax is seen as a way to fund large scale city projects like 
undergrounding, downtown streetscape and the Shores Park.

 � April 2017: Additional sales tax collection authorized by Measure Q begins. City staff estimates 
that it will generate $1.8 million annually.

 � December 2017: City council forms the Undergrounding Project Advisory Committee (UPAC) 
to assist with the overall planning and implementation and to ensure that the project proceeds 
in a timely manner.

 � March 2018: City council appoints eight members to serve on UPAC. A ninth member was 
added subsequently.

 � September 2018: In response to a Request for Proposals (RFP), the city receives 10 proposals 
for providing professional services in support of and managing the underground project. Four 
companies are interviewed by city staff and 2 members of UPAC.

Three interesting facts: First, the original RFP did not request a total bid estimate. Second, Utility 
Specialists, the original consultant who prepared the lower 2016 estimate and is experienced with 
undergrounding in San Diego, was surprisingly not included in the interviews. Third, although we 
have not reviewed the Lee & Ro proposal submitted to the city, we note from Lee & Ro’s website 
that it describes itself “..as a full-service public works / municipal water infrastructure (emphasis 
added) engineering and consulting firm.”
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 � October 2018: 
• The first “warning sign” occurs – the October 1, 2018 City Staff Report states “Due to 

many variables involved and based on the information currently known, the citywide 
undergrounding conversion could significantly exceed (emphasis added) the 2016 
Consultant’s costs estimate of $21 million for the life of the program.” 

• UPAC issues report to city council with a number of recommendations regarding the 
project.

• The city council appropriates $424,500 for work on the project during Fiscal Year 2018-
2019. The city council also approves a consulting contract with Lee & Ro, Inc. to provide 
professional services including preparation of preliminary cost estimates as part of an 
overall project delivery plan. 

 � January 2019: The City’s consultant Lee & Ro issues a preliminary draft project delivery plan. 
The plan includes an inventory, assessment, and mapping of existing overhead facilities; 
evaluation of the construction readiness of several undergrounding projects (previously 
initiated by private neighborhoods); and preliminary construction cost estimates. https://www.
delmar.ca.us/DocumentCenter/View/4264/Draft-Del-Mar-Project-Delivery-Plan_Full-Set-011019

Undergrounding Project Scope and Costs:
The project includes converting approximately 14.6 miles of overhead facilities with 538 utility poles 
to underground, directly impacting approximately 842 homes and businesses. 
The table below compares the 2 estimates for undergrounding. Due to the piecemeal nature of the 
publicly available information, an “apples to apples” cost comparison is difficult. 

Public Part
Poles/overhead lines in public streets and alleys

2016 Estimate  
Utility Specialists

2019 Estimate  
Lee & Ro

Construction Costs $20.96 million $38.5 million
Project Management/Engineering Costs
Lee & Ro’s estimate for certain costs is based on 
“multipliers” of construction costs (8% for project 
management / 12% for engineering). 

Not specified in 
estimate

  $8.7 million

Inflation
Lee & Ro assumed a 3% inflation rate if the project 
is built all at once over a projected 6 year timeframe. 
If we use “pay as you go” and the project takes 20+ 
years, this will dramatically increase. 

Not specified in 
estimate

   $4.4 million

Total $51.6 million
Private Part

Overhead lateral/service lines to home or business
City Underground 

Website city estimate Lee & Ro

Construction Costs per house or business $2500-5000 + city fees 
(TBD)

$9575

The bottom line - Lee & Ro’s 2019 construction cost estimate of $38.5M for the public part of 
undergrounding is almost twice Utility Specialists’ 2016 construction cost estimate of $20.96M. In 
addition, Lee & Ro’s construction cost estimate for the private part of undergrounding is almost 2 to 
4 times more than the city’s estimate!

How Do We Pay For Undergrounding?

Alternative #1 – “Pay as You Go”: City officials originally believed that Measure Q revenues would 
be sufficient to complete undergrounding in 8-10 years on a “pay as you go” basis based upon the 
original estimate. Since its inception, Measure Q has accumulated a fund of more $3.0 million and 
the city now projects more than $2.7 million revenue in Fiscal Year 2018!  
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But the “Pay as You Go” landscape has changed:
 � The city established a $500,000 Measure Q reserve fund and a debt minimization policy - both 

good things. 
 � The city committed $5.4 million of Measure Q funds to downtown streetscape - another good 

thing, except this will delay the availability of funds for undergrounding.
 � The estimated public portion cost of undergrounding has skyrocketed to $51.6 million - a bad 

thing. 
The bottom line – Measure Q revenues will likely not be available for undergrounding until 2021. 
Assuming $2.7 million is available in 2021 and annually thereafter and assuming no inflation 
(unrealistic), a “pay as you go” undergrounding plan will take almost 19 years, or until 2040, to 
complete. 
Alternative #2 – Borrow the Money: Another alternative involves borrowing the money through 
bonds and the city general fund, with Measure Q revenues as the means to repay the loans. 
The consultant estimated the $51.6 million cost could be financed by borrowing $40 million through 
bonds and $11.6 million from the city general fund. The consultant estimated the annual payment 
at $2.73 million for 30 years – a total cost under this scenario of $81.9 million! The city debt per 
home/business would be $97,268 for undergrounding alone. The $30.3 million in interest alone 
would be almost twice the cost of the Civic Center!
With the city already servicing $16.16 million debt for the Civic Center with annual payments of 
approximately $910,000 per year until August 2045, there appears to be little appetite by the city 
Finance Committee to recommend this alternative. Our opinion – there is no way the city should 
even consider incurring this amount of debt. 

Summary
UPAC and city staff have worked hard in moving undergrounding forward and they have done a 
great job. We applaud their efforts.
Clearly more work has to be done and UPAC will have to do a “deep dive” into both estimates to 
understand the disparity and hopefully find significantly lower costs. Depending on the results of 
UPAC’s review, it may be prudent of the city to re-open the RFP process and ask for fixed-cost 
estimates as well as re-review the selection of a consultant. 
UPAC and city staff are currently reviewing the Lee & Ro draft Project Delivery Plan and preparing 
several recommendations for the city council. It is anticipated that the final version of the report, the 
UPAC recommendations, and other related policy matters for the city council’s consideration will be 
brought forward to the city council in March 2019.

Subcommittee Update
The Del Mar City Council fixes a wrong. 
The city council took action on February 11, 2019 to correct the exclusion of Council Members 
Terry Gaasterland and Dave Druker from sitting on Del Mar subcommittees. We brought 
attention to the issue in our January edition (see The Del Mar Woodpecker Spotlight 1/2019: 
https://www.forwarddelmar.com/s/Woodpecker_spotlight_2019-01.pdf) and the issue was such a hot 
topic around town that it was picked up by The Coast News (https://www.thecoastnews.com/
subcommittee-appointments-under-scrutiny/) and the Del Mar Times. Thankfully, the council heard 
our message and did their best to correct this wrong. After lengthy discussions at 2 city council 
meetings, the city council ended up with assignments as listed below. More importantly, there 
is better balance with Council Members Gaasterland and Druker now sitting on subcommittees. 
There is still some imbalance, but the representation is a lot more equitable. Well done!
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Subcommittee Update cont...

Subcommittee Council Member
Ad-Hoc Subcommittee with City of Solana Beach Dwight Worden and Ellie Haviland
Human Resources Ellie Haviland and Sherryl Parks
North County Railroad Right-of-Way (SANDAG) Dwight Worden and Ellie Haviland
Planning Process Dwight Worden and Ellie Haviland
Sea Level Rise* Dwight Worden and Terry Gaasterland
Watermark* Dwight Worden and Terry Gaasterland
Del Mar Resort* Ellie Haviland and Dave Druker
North County Railroad Crossings and Stability* Dave Druker and Terry Gaasterland
Total Council Member Subcommittee Assignments (Before  After) City Council Action 

Worden (4  5) Haviland (4  5) Gaasterland (0  3) Druker (0  2) Parks (2  1)
*: new subcommittee

Be on the Lookout – Conflict of Interest Policy Possibly Coming to Council 
Other cities have a policy that 2 or more members of the same household are prohibited from 
serving on “voting bodies” in that city. Presumably these cities want to avoid potential legal, 
ethical or lack of transparency issues. Del Mar does not have such a sound policy and currently 
allows 2 members of the same household to serve on voting bodies: City Council, Design 
Review Board and the Planning Commission. There is one example of this currently happening 
in Del Mar which raises valid concerns for potential conflicts.

Editorial Staff, Volunteers of MDF

Give us your feedback at info@forwarddelmar.com
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  Thank you 
Thank you to our growing list of over 

100 supporters for standing with us! 

If you want information about joining 
our supporter list, please email us at 

info@forwarddelmar.com
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