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Subject: 	 DEPARTMENT ACTION PLAN TO INCURRED COST AU DI T - CITY OF LINDSAY 

This memorandum serves as California Department ofTransportation's (Caltrans) action plan for 
Audits and Inves tigations' (A&I 's) Incurred Cost Audit of the city of Lindsay (City) dated 
July 16,2014. 

Finding !- Inadequate Financial Management System and Procedures: 

The Division of Local Assistance (DLA) concurs with the finding. As a result, the City will 
maintain its "high risk" designation pursuant to 49 CFR 18.12, and these restrictive condit ions 
will rema in in place until there is substantial compliance, as determined by Caltrans: 

• 	 Caltrans will not authorize federal/State funds for subsequent phases of work , such as 
Right of Way and Construction. 

• 	 Calt rans will not enter into new project fu nding agreements with the City. 
• 	 For recently awarded contracts , Caltrans will not place additional fund s under 

agreement. The City may proceed at the risk of not being reimbursed. 
• 	 For ex isti ng projects, Cal trans will only reimburse the City's direct labor costs that 

are supported by timesheets, third party invoices (from consultants; contractors and 
other vendors), and /or canceled checks. 

• 	 Caltrans will not reimburse the City for indirect costs (si nce no approved Indirect Cost 
Allocation Plan is in place). 

Finding 2- lnadequate Procurement Procedures and Practices: 

Consistent with the handling of similar local agency incurred cost audit findin gs, DLA 
recommend s that no funds be recovered at thi s time for inadequate proc urement practices. 
Rather, DLA has received Federal Highway Administration and Ca ltrans Directorate concurrence 
on a programmatic solution to include increased oversight, enhanced guidance, and training. 
Increased ove rsight is currently in place, enhanced guidance will be issued by December 20 14, 
and trainin g will occur by March 2015. 
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Finding 3- lmproper Construction Contract Change Ord ers, Finding 4- Unsupported Labor 

Costs and Findin g 5- Inadequate Grant Management: 


The District 6 Local Ass istance Eng ineer and Constructio n Ove rsight Engineer will be meetin g 
wi th the Ci ty Nove mber 13, 2014, to assess the questio neJ contract change o rders, unsupported 
labor costs, and inappropriate billing findings identified in the audit. A final determinati on on 
cost recovery will be made by February 2 8, 2015. 

Finding 6- Poo r Contract Management: 

DLA concurs with the finding and will recover $11 ,44 3 in questioned contract management costs 
along with any other costs to be recovered from the Findin gs 3, 4, and 5 determinations by 
February 28, 20 15. 

If you have any questions, please contact Lai Huynh in the Division of Local Assistance at 
91 6-653-3990. 

c : 	Rich Wi lkinson, City Manager, City of Lindsay 

Michael Tri tz, Deputy Secretary for Audits and Performance Improvements, Business, 


Trans portation and Housing Agency 
Ja nice Richard, Director of Financi al Services, Federal Hi ghway Administrati on 
Andre Boutros, Executive Directo r, California Transportation Commission 
Malcolm Dougherty, Director, Caltrans 
Kome Aj ise, Chief Deput y Director, Caltrans 
Sharri Bend er Ehlert, District Director, Caltrans, District 6 
Clark Paulsen, Chief, Division of Accounting, Ca ltrans 
Ray Zhang, Chief, Division of Local Assistance, Caltrans 
Gail Miller, Deputy District Director, Transportatio n Planning, District 6, Caltran s 
Jim Perrault , District Local Assistance Engineer, Local Ass istance , District 6 , Caltrans 
Mark Samuelson, Chief, Poli cy Development and Quality Assurance, Divi sion of Loca l 

Assistance, Caltran s 
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