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May 27, 2015

Mr. Don Dorman

City Manager

City of Tulare

411 East Kern Avenue
Tulare, CA 93274

Dear Mr. Dorman:

This letter is to notify the City of Tulare (City) of the-California Department of Transportation’s
(Caltrans) determination of corrective actions regarding deficiencies identified in the Caltrans
Proposition 1B Audit Report, attached, dated, November 20, 2014, in accordance with generally
accepted government auditing standards for Highway Railroad Crossing Safety Account
(HRCSA), Project No. HRCSA 5072(001) Cartmill Avenue Grade Separation Project, Contract
No. 75GS0017. The purpose of the audit was to determine if project costs incurred and
reimbursed were adequately supported and in compliance with applicable federal and State laws

and regulations, as well as the fiscal provisions stipulated in the Baseline agreement and HRCSA
agreement contract.

The audit identified a total of $1,096,860.06 in reimbursed costs that were not adequately
supported and were not in compliance with respective Agreement provisions, and federal and
State regulations. The audit has also identified deficiencies in the City’s policies and procedures.

Caltrans understands the City’s procurement contract rationale to sole source with Peters
Engineering because of their involvement from the beginning of the project due to the
project complexity and their previous coordination with multiple agencies. Plus, the short
time frame allowed between the date of HRCSA funding and construction contract award
to meet the approved milestones for final project delivery.

Caltrans is very satisfied the project was successfully delivered and with a significant cost
savings to the HRCSA program. We support project delivery to protect the investment

Caltrans has already made on the services rendered to date, and to preserve the viability of
the City and its partnership with Caltrans.

Caltrans has determined that a ten percent repayment of the questioned consultant costs is
fair and reasonable and maintains’ public agency accountability while limiting the hardship
that full reimbursement would impose on the City. The City must reimburse Caltrans the
amount of $109,686 of disallowed costs.
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In response to the audit findings, Caltrans Division of Rail and Mass Transportation has
developed the corrective action plan below. The City must implement all of the corrective

actions or a plan to address the findings by August 7, 2015, and all funds specified in this letter
must be repaid by September 11, 2015.

Caltrans Final Corrective Action Plan.

Finding #1 — Improper Procurement of Consultant Services Contract and E.ack of Written
Procurement Policies for Department of Public Works’ Projects:

The City lacks adequate policies and procedures detailing appropriate procurement services in
accordance to federal and State regulations. The City violated Caltrans’s agreements provisions
and federal and State regulations regarding procurement in the contract No. 735GS0017. The City
was unable to demonstrate that full and open competition was achieved due to improper
procurement practices. The City billed $1,096,860.06 of unallowable costs for construction
management services provided by Peters Enginsering. The City amended the contract without
going through a competitive process to have Peters Engineering who provided construction
management; as a result there was no open competitive process for the consultant contract billed
to the project. The City billed Caltrans a total of $10.160,927.18 for the entire project.

Corrective Action:
The City must take the following actions:
1. Develop a written procurement manuai detailing all policies and procedures for
contracting with consultants.
Review and revise the procurement and contract management policies and procedures io
ensure compliance with all applicable federal and State regulations.
3. Develop policies and procedures over the administration of construction projects

including proper competitive process practices to ensure compliance with all applicable
federal and State regulations.

4, Implement staff training on revised policies and procedures and create a training
schedule.

2

All of the products listed above or a plan to address the findings must be forwarded to Caltrans
upon completion, no later than August 7, 2015.

Improper Procurement Practices:

The City must take the following actions:
The City must reimburse a total of $109,686 to Caltrans by September 11, 2015, In
addition, the City must revise their Administrative procurement and contract manual,
giving Caltrans an opportunity to review and ensure that it includes proper procurement

and documentation processes, and also certify that the City’s management and staff
receive training in proper procurement procedures.

"Provide a safe, sustainable, miegrated and efficient transportatior:
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Finding #2 — Untimely Submission of the Final Delivery Report:
The City failed to submit the Fina! Delivery Report.(FDR) to Caltrans on a timely manner. The

construction phase of the project ended Junc 1, 2012, and the FDR wzs submitted on February
25,2014,

Corrective Action:
The City must take the following actions:

I. Implement staff training on the Highway Railroad Crossing Safety Account (HRCSA)
program guidelines.

2. Develop a grant compliance checklist on the requirements of the California
Transportation Commission and Caltrans’ agreements and timelines.

The City must submit documentation to Caltrans that shows that these requirements have been
met by August 7, 2015.

Conclusion:
Please prepare a corrective action plan that outlines the actions the City will take to resolve the
audit findings and provide it to Bruce Roberts, Chief, DRMT by August 7, 2015, After the

proper course of action has been decided upon, the City must repay Caltrans a total of $109,686
for the disallowed costs by September 11, 2015.

We appreciate the City’s cooperation and coordination during this process. If you have any
questions, please contact Bruce Roberts at (916) 654-6542 or via email at
bruce.roberts@dot.ca.gov.

Sincerely,

Bill Figge
Acting Deputy Director
Planning and Modal Programs

Attachments:

Division of Rail and Mass Transportation Reduction Plan
City of Tulare Response
Proposition 1B Audit Report

LY M) —

Bruce Roberts, Chief, Division of Rail and Mass Transportation, Caltrans
Marsue Morrill, Chief Extemnal Audits, Audits and Investigations, Caltrans
Luisa Ruvalcaba, Audit Manager, Audit and Investigations, Caltrans
Carlos Ruiz, Rail Transportation Associate, DRMT, Calirans

Michael W. Miller, City Engineer, City of Tulare

"Provide a safe, sustainable, integrated and cfficient-transportation
system to enhance California’s economy and livabili™



mailto:bruce.roberts@dot.ca.gov
http:requirements.of

