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CORRECTIVE ACTION PLAN - CITY OF WEST SACRAMENTO

This memorandum serves as the California Department of Transportation’s (Caltrans) action plan
for the city of West Sacramento’s (City) Audit Report dated April 3, 2014. We want to thank you
and your staff for the efforts in completing this audit and helping us improve the City’s job cost
system and procurement process.

Finding 1: “Deficient Job Cost System and Unallowable Labor Costs”

The audit found that the City’s job cost system to be deficient. The actual direct labor rates were
not recorded in the job cost system. As a result of the deficiencies, labor costs billed to Caltrans
were not based on actual direct labor costs. The City billed and reimbursed unallowable labor
costs totaling $338,237 on project SLPPCL10-5447(028). As a result of the finding, the audit
scope was expanded to include other Caltrans’ projects on which the City had billed labor costs
for projects CML-5447(032) and SRTS-NI-5447-031 and found labor costs billed and
reimbursed totaling $112,941 were not supported.

The Division of Local Assistance (DLA) allowed the City to prepare an analysis between the
actual labor costs components (direct labor, fringe benefits, indirect costs) and the unallowable
labor. Based on Audits and Investigations’ (A&I) review of the City’s billed labor amount
analysis to address Finding 1, Caltrans supports the actual direct labor rates and approved fringe
and overhead costs submitted by the City. After applying the actual direct labor rates and fringe
and overhead costs, it has been determined that the City has under billed the following three
projects:

1. Project: SLPPCL10-5447(028) $ 10,493.88

2. Project: CML-5447(032) $ 3,325.74
3. Project: SRTS-NI-5447-031 $ 1.186.36
Totaling: $ 15,005.98

The City concurs that the projects amounts have been maxed out; therefore, no issued payment
would be apply. The District 3 Local Assistance Engineer (DLAE) office has reviewed that the
City has implemented a job cost system that properly records billing actual labor, benefits and
indirect costs that reconciles to the general ledger. It is DLA’s decision at this time that Finding 1
is resolved.
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Finding 2: “Insufficient Purchasing Policy, Improper Procurement and Lack of Contract™

The audit report identified deficiencies in the City’s procurement of contract services for project
No. SLPPCL10-5447(028). The audit concluded in Finding 2 that the City did not procure the
contractor services in accordance with 49 CFR, Part 18.36 and that $187,828 ($98,536 of
Congestion Mitigation and Air Quality Improvement Program (CMAQ) and $89,292 in State-
Local Partnership Program (SLPP) of reimbursed funds was unsupported. The Request for
Qualifications procurement records for the 4Leaf on-call construction management and
inspection consultant services were incomplete, unclear, and did not provide support of
accordance with 49 CFR, Part 18.36. The source documents used by the evaluators to rank the
proposals were missing and there was no documentation of the cost/price analysis performed. In
addition, the billed costs for the consultant contract were incurred after the City’s contract with
the consultant had expired.

DLA concurs with A&I’s Finding 2 that the City did not procure the 4Leaf contract in
accordance with 49 CFR, Part 18.36. However, the City’s deficient procurement procedures,
identified in the audit report, are consistent with the findings throughout the State and are being
address programmatically. FHWA has concurred with DLA’s recommendation not to seek
reimbursement for the City’s inadequate procurement practices and to require participation in the
programmatic solution that includes increased oversight and enhanced guidance by the DLAE in
lieu of seeking repayment of questioned funds. The California Transportation Commission
(Commission) has deferred the action plan for the $89,292 of SLPP funds to DLA decision not to
recover the funds. FHWA has concurred with DLA’s recommendation of increased oversight and
guidance for addressing the $98,536 of CMAQ funds.

Under the current Local Assistance Oversight Framework based on Deputy Directive-44,
“Federal-Aid and State Funded Highway Local Assistance,” local agencies are delegated the
responsibility for consultant selection and management with minimum oversight from Caltrans.
Rather than have each local agency that is audited or reviewed repay sums of funding (often
large amounts), with which they have been reimbursed, DLLA’s programmatic solution is to
improve compliance in this area. Using this approach, Caltrans Final CAP, drafted by DLA for
the City, will include comprehensive training to be provided to the City. This work plan includes
improvements that DLA can make relatively promptly, such as the type of training mentioned
above, changes in DLA procedures, improved DLA website guidance, and changes to local
agency procedural requirements. The work plan is intended to improve compliance by local
agencies across the State, including the City.

Several of the City’s staff participated in the Procuring Architectural and Engineering Contracts
training on February 19, 2015. The City also revised the Purchasing Policy in November 2013
and October 2014 to include language to broadly cover all requirements under the State and
federal regulations. In each department level, for all public projects, the City’s Engineering
division is using the City’s purchasing policy combined with Caltrans’ Local Assistance
Procedures Manual for procuring contractual and construction services. The City has continued
to review and improve their contract bidding document and process to meet all

regulations. DLAE will ensure the City to develop and implement a written procurement policy
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and procedures manual that is in accordance with State and federal regulations. Once the City
develops and implements a written procurement policy and procedures manual, the DLAE will
review it for compliance.

To address Finding 2, the DLAE office proposes to work with the City to:

e Develop and implement a written procurement policy and procedures manual that is in

accordance with State and federal regulations for DLAE review and concurrence within
six months.

In summary, the City’s policies and procedures are to be review for compliance by the DLAE
within six months.

If you have any questions, please contact Annette Goudeau in the Division of Local Assistance at
annette_goudeau@dot.ca.gov.

¢: Phillip A. Wright, Director of Administrative Services, City of West Sacramento

Claire Connor, Supervising Accountant, City of West Sacramento

Janice Williams, Director of Financial Services, Federal Highway Administration

Stephen Maller, Deputy Director, California Transportation Commission

Teresa Favila, Assistant Deputy Director, California Transportation Commission

Bruce De Terra, Acting Division Chief, Division of Transportation Programming, California
Department of Transportation

Rihui Zhang, Chief, Division of Local Assistance, California Department of Transportation

Mark Samuelson, Chief, Office of Policy Development and Quality Assurance, Division of
Local Assistance, California Department of Transportation

Doris M. Alkebulan, Prop 1B Specialist, Division of Transportation Programming, California
Department of Transportation

Stella Liao, Office of Local Assistance, District Local Assistance Engineer, District 3,
California Department of Transportation

Sharon Ropp, Senior Transportation Engineer, Office of Bridge, Bond and Safety Programs,
Division of Local Assistance, California Department of Transportation

Luisa Ruvalcaba, Audit Manager, Division of Audits and Investigations, California
Department of Transportation
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