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User-Friendly Features:

* The text of this Local Programs Procedures (LPP) has been formatted into new and/or
revised pages that can be easily inserted into the Local Assistance Procedures Manual
(LAPM).

* Vertical bars shown in the outside margin provide clear indicators of changes both in content
(revisions and additions) and format (page number, exhibit number).

* For quick reference to changes in the manual, the LPP number (LPP 00-05) appears at the
bottom of pages that have been changed.

* For clarity, Chapter 10 of the LAPM is provided in its entirety.

* All previous Pre-award Audit LPPs have been incorporated into Chapter 10.

* A “Summary of Changes” table has been included for easy reference.

* A list of references has been provided to this LPP.

Furthermore, these new procedures are incorporated in the electronic version of the LAPM. This
information can be found on the Local Programs Home Page on the Internet at
http://www.dot.ca.gov/hg/LocalPrograms/. Once there, click on “publications” and then click on
item 4, “Local Assistance Manuals.”

PURPOSE

The purpose of this LPP is to revise Chapter 10, “Consultant Selection” of the LAPM as follows:


http://www.dot.ca.gov/hq/LocalPrograms
http://www.dot.ca.gov/hq/LocalPrograms/
http://www.dot.ca.gov/hq/LocalPrograms/

* Revise Section 10.1, eliminating the pre-award audit risk assessment requirement for
contracts less than $250,000, except under certain circumstances, and;

» Update Section 10.3, raising the small purchase threshold from $25,000 to $100,000.
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PRE-AWARD AUDIT

EXISTING PROCEDURES

LPP 00-03, “Revised Pre-award Audits Requirements,” issued April 3, 2000, delineates three
separate cases for the pre-award audit process. Case 1 exempts contracts under $100,000 from a
pre-award audit; Case 2 requires a risk assessment be performed to determine whether a preaward
audit is required for contracts between $100,000 and $250,000, and; Case 3 requires a preaward
audit for contracts in excess of $250,000.

NEW PROCEDURES

The new procedures delineate two cases for the pre-award audit process, Case 1 is for contracts
less than $250,000 and Case 2 is for contracts in excess of $250,000. See the following pages for
explanation.

SMALL PURCHASES

EXISTING PROCEDURES

Small purchase procedures are used for service agreements, subcontracts and other consultant
agreements. These services generally provide a duty or labor, as in service agreements, or expertise
that is primarily advisory or informational in nature, as in consultant agreements. The current

threshold for small purchases, which may be handled through an informal method of procurement,
is $25,000.

NEW PROCEDURES

To be consistent with legislation passed in 1994 (41 USC 403(11)), the threshold for using small
purchase procedures for service agreements, subcontracts and other consultant agreements has
been increased to $100,000.

SUMMARY OF CHANGES

Page Change

Table of Contents Pages renumbered/ New exhibits listed.
10-2 and 10-3 Pre-award audit requirements revised.
10-6, 10-14, and 10-17 | References updated.

10-12 Small purchase threshold updated.
10-20 Agreement amount revised.




10-21 Names of references added.
10-22 Agreement amount revised, reference omitted, “References” section
added.
Caltrans - Office of Local Programs
December 15, 2000
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SUMMARY OF CHANGES CONTINUED

Exhibit Change

10-A “Pre-award Audit Request Letter” and “Pre-award Audit Checklist”
combined into one exhibit.

10-C and 10-D References updated.

10-E Lump Sum phrase added.

10-H Example 1 and Example 2 added.

10-1 Replaced “Disadvantaged Business Enterprise Agreement
Requirements” with “Bidder/Proposer DBE Participation
Requirements and Instructions.”

10-J New “Sample DBE Participation Requirements” exhibit added.

10-K and 3-A Pre-award audit requirements revised.

10-L Replaced “Risk Assessment Request Letter” with “Pre-award Audit
Notification Letter.” Risk assessment reference removed.

10-M Replaced “Risk Assessment/Pre-award Audit Checklist” with
“Standard Audit Program Procedures.”

10-N Replaced “Pre-award Audit Notification Letter” with “Accounting &
Auditing Guidelines for Contracts with Caltrans.”

REFERENCES

* 23CFR172.5

« 49 CFR 18.36

* 41 USC403(11)

* 48 CFR 31

*  OMB Circular A-110

*  Government Code Sections 4525 through 4529.5
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CHAPTER 10 CONSULTANT SELECTION

10.1 GENERAL

INTRODUCTION

A local agency may engage consultants to perform architectural, engineering and related
services needed to develop a Federal-aid project. Local agencies requesting Federal funds to
reimburse Architectural and Engineering consultants (see definition bel ow) must follow the
selection and contracting procedures detailed in this chapter.

FEDERAL LEGISLATION

The provisions of the Brooks Bill (40 USC 544) require local agencies to award federally
funded engineering and design contracts on the basis of fair and open competitive
negotiations, demonstrated competence and professional qualifications (23 CFR, Section
172).

STATE LEGISLATION

Architectural and Engineering (A&E) consultants - For this manual, those private
consulting firms providing architectural, landscape architectural, engineering,
environmental, land surveying, or construction project management services are termed
Architectural and Engineering consultants. California law requires selection of A&E
consultants on the basis of demonstrated competence and professional qualifications. Cost
may not be used as a basis for selecting such consultants. Contracts must be negotiated in
order of the most qualified consultant at prices determined to be fair and reasonable to the
local agency (Government Code, Chapter 10, Sections 4525 through 4529.5).

Consultants, other than A&E consultants, are selected using cost as one of or the sole
selection criteria. This chapter does not detail specific requirements for selecting these
consultants. The procedures outlined in this chapter could be modified for selecting non-
A&E consultants adding a cost bid to the proposal. A detailed proposal and draft contract
would be required.

SUBCONTRACTED SERVICES

The consultant is responsible for performing the work required under the agreement in a
manner acceptable to the local agency. The consultant’s organization and all associated
consultants must be identified at the time of the proposal.

If the consultant wishes to use a firm not specified in the proposal, prior written approval
must be obtained from the local agency. If a subcontract for work or services to be performed
by such firms exceeds $25,000, the subcontract shall contain all required provisions of the
prime contract.
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PRE-AWARD AUDIT

The pre-award audit requirement is placed on all consultant contracts with State or Federal-
aid highway funds in the contract. Primarily, consultant contracts provide services that are
advisory or informational in nature.

The extent of audit work to be accomplished depends primarily on the dollar amount of the
consultant contract. The following two cases describe the pre-award audit process for the
particular contract amount:

Case 1: Contracts less than $250,000

Consultant contracts less than $250,000 are exempt from the pre-award audit requirements,
unless: 1) There is insufficient knowledge of the consultant’s accounting system, 2) There is
previous unfavorable experience regarding the reliability of the consultant’s accounting
system, 3) The contract invol ves procurement of new equipment or supplies for which cost
experience is lacking, 4) A consultant contractor has been designated by the State or Federal
government as a high-risk recipient.

A consultant contractor may be determined high-risk if the contractor: has a history of
unsatisfactory performance; is not financially stable; has an inadequate accounting system;
has not conformed to terms and conditions of previous awards; or, is otherwise not
responsible. For further clarification of the term high-risk, contact Caltrans Audits and
Investigations.

Case 2: Contracts in excess of $250,000

Consultant contracts in excess of $250,000 require a pre-award audit. The pre-award audit
examines the consultant’s accounting, estimating, and administrative systems; proposed
costs; quantities; and financial condition. The audit is as broad in scope as necessary to meet
the objectives found in Exhibit 10-M “Standard Audit Program Procedures.”

Procedures to perform the pre-award audit will depend on who the local agency selects to
perform the audit.

CALTRANS PERFORMS PRE-AWARD AUDIT

For situations where a local agency selects Caltrans to perform the audit, the local agency
must transmit a Pre-award Audit Request Letter and Checklist (see Exhibit 10-A) to Caltrans
Audits and Investigations with copies of the proposed consultant contract and cost proposal
(and cover letter copy to the DLAE). It should be noted that the consultant’s cost proposal
(for the prime and subcontractors) must contain a breakdown of all components of cost
including labor base rate, other direct costs, overhead, and fee. For Sample Cost Proposals,
see Exhibit 10-H. The agency needs to advise the consultant that an audit needs to be
performed and that cooperation with the auditors is expected. A pre-award audit checklist
(see Exhibit 10-A) is provided to Caltrans. Thirty calendar days should be allowed for the
average audit, from the date of receipt of a complete package (request, draft contract, and
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each proposal with cost breakdowns). The Audit Disposition (Exhibit 10-K) shall be
completed.
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AUDIT

If the local agency performs the pre-award audit, the Audit Disposition (Exhibit 10-K) must
be completed and transmitted to the DLAE. This is usually accomplished when the local
agency submits the Request for Authorization to Proceed with Preliminary Engineering
(Exhibit 3-A for Federal-aid projects). The audit must be completed before the consultant
contract is executed. Failure to do this will result in loss of funds for the consultant services.
The audit must be performed in accordance with generally accepted government
auditing standards promulgated by the United States General Accounting Office at:
http://www.gao.gov/govaud/ybk01.htm

The local agency shall follow the information in Exhibit 10-N “Accounting and Auditing
Guidelines for Contracts with Caltrans” to assure that the audit objectives are clear as to the
basic elements of an accounting system. In addition, Exhibit 10-M “Standard Audit Program
Procedures” shall be used as the minimum procedures to be performed for the pre-award
audit.

The local agency shall notify Caltrans Audits and Investigations of their decision to perform
the pre-aw ard audit using its own forces or by contracting with a Certified Public Accounting
firm. The notification will be in writing using the Example Pre-award Audit Notification
Letter (Exhibit 10-L). As a part of this notification process, the local agency shall also submit
pre-award audit procedures. Caltrans Audits and Investigations may perform a review of
such procedures and express an opinion on them as needed. Caltrans shall retain the right to
audit or review the work of the local agency or designee at any time.

Negotiation may begin with the consultant while the audit is being prepared. The contract
shall not be executed until the audit report has been completed and the consultant’s
accounting system, rates charged, knowledge of FHWA’s cost eligibility, and documentation
requirements are found satisfactory by the auditors. The local agency shall be proactive to
resolve any audit comments before execution of the consultant contract.

Exhibit 3-A, “Request for Authorization to Proceed with Preliminary Engineering,” includes
boxes that indicate compliance with the pre-award audit requirement when there is Federal-
aid participation.

Exhibit 10-A is a sample request for a pre-award audit to be performed by Caltrans. Section
4.3 of the Caltrans’ Service Contracts Manual provides additional details about the audit
process.

Exhibit 10-K must be signed by the local agency financial officer and submitted to the DLAE
to document compliance with the pre-aw ard audit requirement. A courtesy copy of pre-award
audits conducted by the local agency shall be mailed to Caltrans’ Office of Audits and
Investigations, P.O. Box 942874, Sacramento, CA 94274-0001. Exhibit 10-K will indicate
that a courtesy copy was mailed to Caltrans.

The local agency is responsible for complying with these pre-award audit procedures. In the
event it is found by Caltrans or FHWA (or FTA) that the reimbursed consultant costs
resulting from a lack of contract provisions, unallowable or unsupported activities, or an
inadequate accounting system are the responsibility of the local agency—the local agency
will be subject to the sanctions mentioned in Chapter 20, “Deficiencies and Sanctions,” of
this manual.
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AUTHORIZATION TO PROCEED

FHWA, or Caltrans acting in their behal f, must give the local agency an “Authorization to
Proceed” with the work prior to the performance of any work for which Federal
reimbursement is to be requested (see Chapter 3, “Project Authorization™).

Copies of the “Authorization to Proceed” and the consultant agreement must be retained in
the project files for future audit purposes.

SELECTING THE PROJECT

The local agency is responsible for selecting and initiating a Federal-aid highway project.
The decision to begin development is influenced by a project’s need, its acceptability, and
the timing of studies, financing and construction. The local agency identifies the project’s
objectives, including the general level of improvement or service, operating standards, and
the target date for project completion before commencing any consultant selection process.

10.2 IDENTIFYING & DEFINING A NEED FOR CONSULTANTS

The need for consultant is identified by comparing the project’s schedule and objectives with
the local agency’s capabilities, its staff availability, and its funding resources. If the local
agency does not have sufficient staff capabilities, it may choose to solicit assistance from
another agency or hire a qualified private consultant to perform the required work.

APPOINTING THE CONTRACT ADMINISTRATOR

The contract administrator is responsible for the quality of consultant contract products or
services. The administrator is appointed as soon as the need for consultant services is
identified and is involved throughout the development of the contract provisions and
administration of the consultant’s work. The contract administrator must be a public
employee qualified to ensure the work pursued is complete, accurate and consistent with the
terms, conditions and specifications of the contract.

The contract administrator’s duties include the following:

* Providing direction to ensure the proposed work is advertised properly, the request for
qualifications (RFQ), description of work, and request for proposals (RFP), if used, are
prepared and distributed, and the draft contract is appropriately prepared

* Arranging for preparation of an advance, independent, estimate of the value of the work
to be contracted out

* Making analysis of the selected consultant’s cost proposal

» Serving as the successful consultant’s primary contact person

*  Monitoring the consultant’s progress and providing direction
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* Approving the consultant’s progress payments

The use of a consultant for a “management” role should be limited to unique or very
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unusual situations. These situations require a thorough justification as to why the local agency cannot
perform the work. Consultants used in management roles must be selected using the same procedures
as those for other consultants specified in this directive with full justification retained in the project
files for future reference.

DETERMINING THE PROJECT SCHEDULE

The local agency develops a schedule to show the time for performance of work and completion of
the project. The schedule includes sufficient time to allow for selecting consultants, developing
consultant contracts, completing the pre-award audit, and conducting meetings and project reviews.

SEGMENTING CONSULTANT WORK

Consultant services are most effective when consultant work is segmented appropriately. The extent
of segmenting depends upon the type and complexity of the work. Combining preliminary
engineering tasks with the preparation of the required environmental analysis is normally desirable.

Preparing an environmental assessment or environmental impact statement is more than simply
writing a report. Assessment and impact reports include preliminary engineering needed to analyze
project alternatives and produce an engineering and planning assessment. Initial project studies
include only as much traffic and engineering analysis of alternatives as is needed to produce a sound
environmental assessment or environmental impact statement (see Chapter 6, “Environmental
Procedures™). Final detailed design is delayed until environmental clearance has been received if
Federal reimbursement is desired.

Figure 10-1 illustrates several satisfactory ways to segment consultant activities.

SPECIFY PRODUCTS TO BE DELIVERED

The contract administrator identifies the products and services to be delivered as a result of consultant
contract work. These vary depending upon the type of projects and the phase of project devel opment
being addressed.

DEFINE SCOPE OF CONSULTANT WORK

The scope of work, which the contract must include, is a detailed description of the products or
services the consultant is to provide. From a detailed scope of work, consultants responding to a
project advertisement determines personnel and time requirements, and devel ops a technical proposal
and person-hour estimate for the contract.
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ESTABLISH INTENT FOR DBE PARTICIPATION

A local agency receiving Federal funds must have an adopted Disadvantaged Business Enterprise
(DBE) program and annual goals. It must take affirmative steps to assure that DBE consultants are
utilized when possible. Such steps include soliciting DBE firms and, when feasible, organizing the
project schedule and task requirements to encourage participation by DBE firms. The consultant has
the responsibility for using DBEs as subconsultants when feasible. If a DBE subconsultant is unable
to perform, the consultant
Page 10-5
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must make a good faith effort to replace him/her with another DBE subconsultant. DBE
efforts shall be documented and is subject to verification.

Figure 10-1 Segmenting Consultant Work

Well-structured

Well-structured Projects
Projects With Complex
With Simple Right of Way
Right- of- Way Requirements More Very
Requirements Difficult Complex

Projects Projects
Preliminary Engineering

Environmental Analysis

Plans, Specifications




Local Assistance Procedures Manual Chapter 10

Consultant Selection
&

Estimates
Right of Way Activities
Utility Relocation

Construction Engineering

ESTIMATE COST OF CONSULTANT WORK

An independent cost estimate is needed to ensure that consultant services are obtained at a
fair and reasonable price. The estimate is prepared in advance so the local agency’s
negotiating team has a detailed analysis of the project from which to evaluate the strengths
and weaknesses of the consultant’s cost proposal. The estimate is kept confidential for use
by the local agency negotiating team.
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A good cost estimate can be prepared only if the scope of work is defined clearly. The scope of work

must include a list of the products or services which the consultant is required to deliver and a
schedule describing when they must be delivered.

The estimate must include a breakdown of:
¢ Direct labor costs.

¢ Indirect costs.

* General and administrative costs.

*  Other direct costs.

*  Subconsultant costs.

* Net fee.

If more than one project is to be developed within the consultant contract, separate estimates are
prepared for each project.

DETERMINE TYPE OF CONTRACT

The contract must specify how the consultant is to be paid. Four methods of payment are permitted
on consultant contracts:
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* Actual Cost Plus Fixed Fee

*  Cost Per Unit of Work

* Specific Rates of Compensation
*  Lump Sum

ACTUAL CoOST PLUS FIXED FEE

This method is used most commonly. The consultant is reimbursed for actual costs incurred and
receives an additional predetermined amount as a fixed fee. The fixed fee is not adjustable for the
life of the contract except where there is a significant change in the scope of the work, in which case
the fee may be renegotiated.

This method of payment is appropriate when the extent, scope, complexity, character, or duration of
work cannot be precisely predicted. Fixed fees apply to the total direct and indirect costs. Fixed fees
over 15 percent must be justified and documented in the files prior to commencement of work. (See
Exhibit 10-H for a “Sample Cost Proposal” form and Exhibit 10-E for a “Sample Pay ment Clauses”
form.)

CoOST PER UNIT OF WORK

The consultant is paid based on the work performed. This method of payment is appropriate when
the cost per unit of work can be determined with reasonable accuracy in advance but the extent of
the work is indefinite. Contract payment provisions must specify what is included in the price to be
paid for each item.

SPECIFIC RATES OF COMPENSATION

The consultant is paid at an agreed and supported specific fixed hourly or daily rate for each class of
employee engaged directly in the work. Such rates of pay include the consultant’s estimated costs
and net fee. The specific rates of compensation, except for an individual acting as a sole proprietor,
are to include an hourly breakdown, direct salary costs, salary additives, indirect costs, and net fee.
Other direct costs may be set
Page 10-7
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forth as an element of the specific rate or may be included as independent cost items. This
method of payment is used for on-call contracts and is considered only when none of the
other three methods of payment can be used. It is used only for emergency work or when
the tasks are relatively minor.

LuMP SUM

The consultant undertakes to perform the services stated in the agreement for an agreed
amount as compensation. It is appropriate only if the extent, scope, complexity, character,
and duration of the work have been sufficiently defined to permit just compensation to be
determined and evaluated by all parties during negotiations.
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10.3 CONSULTANT SELECTION METHODS

Flow Chart 10-1 shows the three methods normally used in selecting a consultant. They are:

*  One-Step Request for Proposals (RFP)
*  One-Step Request for Qualifications (RFQ)
*  Two-Step Request for Qualifications/Proposals (RFQ/RFP)

The method used depends upon the scope of work, the services required, the project’s
compl exity, and the time available for consultant selectione

Beginning with Section 10.4 “Consultant Selection Using the One Step RFP Method,” the
selection methods are explained in detail.

ONE-STEP RFP (REQUEST FOR PROPOSALS, FOLLOWED BY INTERVIEWS AND
NEGOTIATION)

The One-Step RFP method may be used when the consultant service is highly specialized
and there are few qualified consultants. This method is also used when a local agency has a

modest number of projects per year, and the expected number of proposals is small-generally
less than ten.

In this method, consultants submit a technical proposal and statement of qualifications at the
same time. Proposals by all consultants are eval uated based on criteria outlined in the RFP
and a short list of qualified consultants is developed. The local agency ranks qualified
consultants and negotiation begins with the most qualified consultant.

Page 10-8 February 1, 1998




FLOW CHART 10-1
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ONE-STEP RFQ (REQUEST FOR QUALIFICATIONS, FOLLOWED BY INTERVIEWS AND
NEGOTIATION)

The most common selection process is the One-Step RFQ method. It is used when typical
services (such as preparations of PS&E) are required and there are many consultants. The One-
Step RFQ method is also used when a local agency produces many projects and there are
numerous consultants that wish to participate.

The consultant submits a Statement of Qualifications in response to a request for qualifications. A
consultant selection committee ranks the responding consultants and develops a short list of
qualified consultants to invite for interviews. The final ranking of consultants is based on the
interviews and negotiation for a specific project segment begins with the most qualified consultant.
The ranking list may be used for more than one project but the ranking process must be renewed
at least once each year to give additional consul tants the opportunity to be evaluated and participate.

TWO-STEP RFQ/RFP (REQUEST FOR QUALIFICATIONS, FOLLOWED BY REQUEST FOR
PROPOSAL AND NEGOTIATION)

The Two-Step RFQ/RFP method may be used when the scope of work is complex or unusual. The
Two-Step RFQ/RFP method also may be preferred by local agencies that are inexperienced about
negotiations and procedures for establishing compensation. However, the Two-Step RFQ/RFP
method requires substantially more work and time than the other two methods described above.

In the Two-Step RFQ/RFP process, the consultant submits a statement of qualifications in response
to a request for qualifications. Responding consultants are ranked by a consultant selection
committee to prepare the short list of qualified consultants. Consultants on the short list receive a
Request for Proposal (RFP) and respond with a technical proposal. The most qualified consultants
are placed in a final ranking and negotiation begins with the most qualified consultant.

NONCOMPETITIVE NEGOTIATED AGREEMENTS

A noncompetitive, negotiated contract may be devel oped when special conditions arise. Conditions
under which noncompetitive negotiated contracts may be acceptable include:

*  Only one organization is qualified to do the work
* An emergency exists of such magnitude that cannot permit delay
*  Competition is determined to be inadequate after solicitation of a number of sources The local

agency shall:

* Follow its defined process for noncompetitive negotiation
* Develop an adequate scope of work, evaluation factors and cost estimate
*  Conduct negotiations to ensure a fair and reasonable cost

The local agency carefully documents details of the special conditions and retains them in the files
for future Caltrans or FHWA review.
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SMALL PURCHASES COSTING LESS THAN $100,000

Service agreements, subcontracts and other consultant agreements costing no more than
$100,000 each, may be handled through an informal method of procurement. The method
must be one established by the local agency for providing small purchases which is sound
and appropriate for procurement of consulting services. The method shall be open and
competitive and provide opportunities for DBE consultants when appropriate.

Service agreements can be used by a local agency during the preliminary engineering/
environmental, right of way, design and construction phases of work to hire any consultant
needed to complete that particular phase of work.

Written justification must be placed in the project files for future audit purposes.

10.4 CONSULTANT SELECTION USING THE ONE-STEP RFP METHOD

Of the three methods discussed, this one is most easily modified for non-A&E consulting
contracts. A bid cost proposal would be part of the RFP and would be one of or the sole
selection criteria. For A&E contracts, the cost proposal is not requested until the consul tants
have been ranked based upon qualifications and negotiation has begun with the most
qualified consultant.

APPOINT CONSULTANT SELECTION COMMITTEE

A consultant selection committee, with a minimum of three members, is appointed at the
beginning of the consultant selection process. The committee reviews materials submitted
by consultants, develops a short list of qualified consultants, and develops a final ranking
of most qualified consultants. Representation on the committee includes the contract
administrator and a representative from the project’s functional area. Participation by a
district representative is optional, upon request of the agency and agreement by the DLAE.

DEVELOP TECHNICAL CRITERIA FOR EVALUATION OF PROPOSALS

The contract administrator is responsible for developing the technical criteria, and their
relative weight, which is used to evaluate and rank the consultant proposals.

The criteria and relative weights must be included in the RFP. Exhibit 10-B shows a
recommended evaluation sheet with criteria and rating points for A&E consultants where
cost is not used as a rating factor. This format is not mandatory but is recommended in the
interest of developing consistency among the hundreds of agencies and consultants
operating in the State. The local agency should consult with the DLAE before making
major changes to the suggested approach.

DEVELOP SCHEDULE FOR CONSULTANT SELECTION

The contract administrator completes a contract schedule, including key dates for
consultant selection activities, before the contract is advertised. The contract administrator
must confirm target dates with all selection committee members before completing the
schedule.
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PREPARE REQUEST FOR PROPOSAL (RFP)

The information requéed in a RFP includes the following:
*  Description of project

e Scope of work

*  Schedule of work

*  Proposal format

*  Method and criteria for selection

The RFP specifies the content of a proposal, the number of copies required, and the due date. A
minimum of four weeks is usually allowed between the time the RFP is mailed and time that
proposals must be submitted. More time may be required for complex contracts or projects.

Items typically required in a technical proposal include:
*  Work plan (specify what is to be covered)

*  Organization chart

* Schedule

* Staffing plan

*  Staff resumes

* Names of consultant’s project manager and the individual authorized to negotiate the contract
on behalf of the consulting firm

* Information about the consultant’s use of Disadvantaged Business Enterprises (DBEs)
ADVERTISE FOR CONSULTANTS

The local agency advertises the availability of the RFP in a major newspaper of general circul ation

or technical publication of widespread circulation. Also the local agency shall identify and send

the RFPs to organizations qualified to do the specified work as well as professional societies and

recognized DBE organizations. In some cases, it may be desirable to advertise nationwide for a
particular project or service.

ISSUE REQUEST FOR PROPOSAL

The local agency shall issue the RFP to all consultants responding to the advertisement.

CoNDUCT PROPOSERS CONFERENCE OR ANSWER WRITTEN QUESTIONS

The local agency may allow for clarification of the RFP by inviting submittal of written questions
or by conducting a proposers conference, or by doing both.

The local agency must mail responses to written questions to all consultants receiving an RFP. No
response should be given to verbal questions submitted by telephone or in person.
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If a proposers conference is to be held, the exact time and place must be specified in the RFP.
Attendance at a proposers conference normally is not mandatory. However, consultants not
attending the conference do not receive notes from the meeting.

RECEIVE AND EVALUATE TECHNICAL PROPOSALS AND STATEMENTS OF
QUALIFICATIONS

The contract administrator must verify that each proposal contains all forms and other
information required by the RFP. If all requered information is not provided, a proposal
may be considered non-responsive and rejected without evaluation. Late submittals,
submittals to the wrong location, or submittals with inadequate copies are considered
nonresponsive and shall be rejected. Submittal of additional information after the due date
shall not be allowed.

The members of the consultant selection committee must evaluate each proposal in terms
of the technical criteria which were listed in the RFP. The committee must also evaluate
reference checks and other information that is gathered independently.

DEVELOP FINAL RANKING AND NOTIFY CONSULTANTS OF RESULTS

The selection committee discusses and documents the strengths and weaknesses of each
proposal and develops a final ranking of most qualified consultants. All consultants that
submitted proposals must be informed about the final ranking of consultants. It is important
that all competing consultants receive the same information.

NEGOTIATE CONTRACT WITH TOP-RANKED CONSULTANT

The top-ranked consultant is requested to submit a cost proposal. The local agency
negotiates a contract. The goal of negotiation is to agree on a final contract that delivers
the services or products required at a fair and reasonable cost to the local agency. The
independent cost estimate developed in advance by the local agency is an important basis
for negotiation. A pre-award audit of the consultant’s operations may be required (see
Section 10d “General”). If so, detailed cost negotiations must not begin until after the
audit report is received. Discussions on other aspects of the contract may occur
concurrently with the preparation of the audit.

Items typically negotiated include:

*  Work plan

*  Schedule

*  Products to be delivered

* Classification and experience level of personnel to be assigned
* Cost items, payments and fee

A consultant is awarded the contract only if it has either satisfied the intent for DBE
participation or made a good-faith effort to do so (see Exhibit 10-I, “Bidder/Proposer DBE
Participation Requirements and Instructions™).
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If the local agency fails to conclude an agreement with the top ranked consultant, a new
negotiation is started with the next highest ranked consultant. If this new negotiation fails,
the process is repeated until a contract is negotiated successfully.

Before executing the consultant agreement, the local agency must make a review to ensure
that all Federal requirements have been met (see Exhibit 10-C, “Consultant Agreement
Reviewers Checklist”). A copy of the completed checklist is signed by the contract
administrator and retained in the project files.
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10.5 CONSULTANT SELECTION USING THE ONE-STEP RFQ METHOD

APPOINT CONSULTANT SELECTION COMMITTEE

A consultant selection committee, with a minimum of three members, is appointed at the
beginning of the consultant selection process. The committee reviews and scores the
materials submitted by consul tants in response to the RFQ, develops a short list of qualified
consultants, interviews those consultants, and develops a final ranking of the most qualified
consultants. Representation on the committee includes the contract administrator and a
representative of the function upon which the work centers. Participation by a district
representative is optional upon request of the local agency and agreement by the DLAE.

DEVELOP SCHEDULE FOR CONSULTANT SELECTION

Before a contract is advertised, the contract administrator completes a contract schedule
including key dates for consultant selection activities.

ADVERTISE FOR CONSULTANTS

Advertisements may take one of two forms. The most common form of advertisement is
publication of the RFQ. The RFQ shall contain sufficient project work information so that
interested consultants can submit an appropriate Statement of Qualifications.

In the second approach, the local agency advertises the availability of the RFQ in a major
newspaper of general circulation or technical publication of widespread circulation. RFQs
shall also be sent to organizations qualified to do the specified work, to professional
societies, and to recognized DBE organizations. In some cases, it may be desirable to
advertise nationwide for a particular project or service.

RECEIVE/EVALUATE STATEMENTS OF QUALIFICATIONS AND DEVELOP SHORT
LisT

The first step in the evaluation process is to determine that each proposal contains all forms
and other information required by the RFQ. Submittals may be considered non- responsive
if all required information is not provided and rejected without evaluation. Late submittals,
submittals to the wrong location and submittals with inadequate copies are considered non-
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responsive and shall be rejected. Submittal of additional information after the due date
shall not be allowed.

The Consultant Selection Committee reviews the submitted Statements of Qualifications
according to the published evaluation criteria and weighting factors. The committee makes
an independent random check of one or more of the consultant’s references. This check
applies to major subcontractors also. The committee establishes a short list of consultants
that it determines to be best qualified to perform the contract work. The short list includes
enough qualified consultants to ensure that at least three consultants are interviewed.

NOTIFY CONSULTANTS OF SHORT LIST

All consultants that submitted a Statement of Qualifications must be notified of the results
of the review. The notification is to identify only those consultants that are to be requested
to attend an interview.

INTERVIEW TOP-RANKED CONSULTANTS

Each consultant to be interviewed is given a copy of the draft contract proposal defining
the detailed project requirements. This should be sent with the initial notification of the
interview.

Interviews are to be structured and conducted in a formal manner. Each consultant shall be
allowed the opportunity to make a presentation if desired; however, a time limit should be
specified.

Interview questions are prepared in advance. Two types of questions may be asked:

*  Questions that are to be asked of all competing consultants

*  Questions relating to each specific consultant, based upon the reference checks and the
strengths and weaknesses identified during evaluation of the Statement of
Qualifications

The agency can request competing consultants to bring additional information or examples
of their work to the interviews if the additional information facilitates the interview or
evaluation process. Additional information requested should be kept at a minimum, i.e.,
only that information required to select the most qualified consultant for the contract.

DEVELOP FINAL RANKING AND NOTIFY CONSULTANTS OF RESULTS

The selection committee discusses and documents the strengths and weaknesses of each
proposal and develops a final ranking of most qualified consultants. All consultants
interviewed must be informed about the final ranking of consultants. It is important that
all competing consultants receive the same information.

CONDUCT SCOPING MEETING

The contract administrator meets with the selected consultant’s project manager to review
the project and to ensure that the consultant has a complete understanding of the work that
is required. The consultant is shown as much material as is available regarding the project.
Any technical questions regarding the project are answered completely for the consultant.
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REQUEST COST PROPOSAL

The first-ranked consultant is then asked to provide a cost proposal to perform work
described in the draft contract and discussed at the scoping meeting. The work is to be
performed according to conditions described in the draft contract using the pay ment method
described therein. If the contract involves more than one project, the consultant must
provide a separate cost proposal for each project in addition to a summary cost proposal for
the total contract.
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NEGOTIATE CONTRACT WITH TOP-RANKED CONSULTANT

After the top-ranked consultant submits a cost proposal, the local agency negotiates a
contract. The goal of negotiation is to agree on a final contract that delivers to the local
agency the services or products required at a fair and reasonable cost. The independent cost
estimate developed in advance by the local agency is an important basis for negotiations.
A pre-award audit of the consultant’s operations may be required (see Section 104d). If so,
detailed cost negotiations must not begin until after the audit report is received. Discussions
on other aspects of the contract may occur concurrently with the preparation of the audit.

The items typically negotiated include:

*  Work plan

*  Schedule

*  Products to be delivered

* Classification and experience level of personnel to be assigned
*  Cost items, payments and fee

A consultant is awarded the contract only if he/she has either satisfied the intent for DBE
participation or made a good-faith effort to do so (see Chapter 9, “Disadvantaged Business
Enterprises” and Exhibit 10-1, “Bidder/Proposer DBE Participation Requirements and
Instructions™).

If the local agency fails to reach an agreement with the top ranked consultant, a new
negotiation is started with the next highest ranked consultant. If this new negotiation fails,
the process is repeated until a contract is negotiated successfully.

Lists of qualified consultants established through the RFQ process must be re-established
at least once every 12 months to give new consultants the opportunity to qualify.

10.6 CONSULTANT SELECTION USING THE TWO-STEP RFQ/RFP METHOD

COMBINED RFQ AND RFP

Selecting consultants using the Two-Step, RFQ/RFP method requires combining certain
steps from each of the other two methods previously described.

The initial steps in this method (up to the devel opment and notification of the short list) are
the same as the steps followed when using the One-Step RFQ method. At this point, the
consultants from the short list are issued a RFP. The remaining steps are the same as the
later steps followed in the One-Step RFP method. The combination of these steps is
indicated on the Flow Chart (see Flow Chart 10-1 “Selecting Consultants™).

Because it is a combination of the One-Step RFQ and One-Step RFP methods, this method
of consultant selection requires more work and time than the other two methods.
Consequently, the combined RFQ/RFP method is recommended for use only when the
scope of work is very complex or unusual.
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10.7 COMPLETING THE PROJECT

DEVELOP THE FINAL CONTRACT

The contract administrator has responsibility to ensure that the final negotiated contract is
complete and to verify that all required back-up documents have been provided. Copies of
the contract are sent to the consultant for signature.

REVIEW OF LOCAL AGENCY ACTIONS

Agreements between local agencies and consultants are not subject to Caltrans’ approval to
qualify for Federal reimbursement, but they still must meet all Federal requirements. Also,
any questions raised during the pre-award audit shall be resolved before the local agency
approves the contract. Federal-aid is contingent on meeting the Federal requirements and
can be withdrawn if the procedures are not followed and documented. The files are to be
maintained in a manner to facilitate future FHWA and/or Caltrans process reviews.

As specified in Section 10.4, the proposed consultant agreement must be reviewed before
execution by the contract administrator and the “Consultant Agreement Reviewer’s
Checklist” (Exhibit 10-C) completed and signed. A copy of the signed documents must be
retained in the project files

EXECUTE CONTRACT AND ISSUE NOTICE TO PROCEED TO CONSULTANT

The contract administrator notifies the consultant when the contract is fully executed and
issues a notice to proceed. Federal funds may not be used to reimburse the agency for
consultant costs incurred before the “Authorization to Proceed” is issued nor for costs
incurred prior to the execution of the contract.

ADMINISTER THE CONTRACT

Project work begins as specified in the contract after the notice to proceed is issued to the
consultant. Thereafter, the local agency manages and administers the contract to ensure that
a complete and acceptable product is received on time, within standards, and within budget.

Contract administration activities ensure that contractual obligations are completed
satisfactorily. Generally, these activities include:

*  Monitoring project progress and compliance with contract requirements
* Receive, review and assess reports, plans and other required products

* Reviewing invoices and approving pay ments

* Record-keeping and reporting

* Controlling costs

* Identifying changes to the scope of work and preparation of amendments
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* Completing performance evaluations
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CLOSE OUT PROJECT

Local agencies are encouraged to close-out consultant contracts quickly. If the contract was
for preparation of PS&E, such close-outs are to be delayed until after physical construction
of the project is completed. Waiting for project completion ensures the consultant’s
availability if problems arise or the need for change occurs.

After making final payment of consultant invoices, the local agency submits the invoice to
Caltrans to complete Federal reimbursement for consultant activity.

PERFORMANCE EVALUATION

The contract administrator evaluates the consultant’s performance after the consultant’s
final report has been submitted and the contract administrator has conducted a detailed
evaluation with the consultant’s project manager.

PROJECT RECORDS

For audit purposes, project records and documentation shall be kept for three years after
payment of the final Federal voucher.

Among the records to be retained are the following:

* Copies of RFPs and RFQs

*  Documentation of DBE efforts and participation
* Solicitation/advertisement records

* Identification of selection committee members
* Evaluation and ranking records

* Independent cost estimate

* Negotiations

*  Pre-award audit when applicable

* Executed consultant contracts and amendments
*  Construction oversight/progress meetings

*  Progress and final payments

*  Performance evaluation

*  Consultant contract checklist
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10.8 MISCELLANEOUS CONSIDERATIONS

RETAINING A CONSULTANT AS CITY OR COUNTY ENGINEER

A local agency may retain a qualified consultant as City Engineer or County Engineer. The
retained consultant can be an individual or firm providing professional services. Eligibility
for Federal reimbursement for these services requires the following:

*  Compliance with the selection procedures specified in this chapter

» Existence of a contract between the local agency and the consultant specifying the
services to be performed

* Designation as City Engineer or County Engineer

*  Selection on an open and competitive basis within the last three years
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If engineering services for a project are within the scope of the services described in the

retained consultant’s agreement, they may be performed by the person or firm designated

as City Engineer or County Engineer. If the services are not within the scope, a new
consultant agreement must be developed.

Retained consultants invol ved in the preparation of the request for proposals/ qualifications
may not compete for the resulting work.

REVIEW AND APPROVAL OF AGREEMENTS

Proposed agreements for consultant services, including those for subcontracted work
exceeding $100,000, must be reviewed by the local agency to verify that:

* Appropriate conditions are included and objectionable features are deleted

* Compensation is fair and reasonable

*  Work activities and schedules are consistent with the nature and scope of the project
* A pre-award audit is conducted when appropriate (see Section 10d)

The “Consultant Agreement Reviewers Checklist” (Exhibit 10-C) and “Consultant
Agreement Outline” (Exhibit 10-D) should be used to ensure that required documentation
is provided.

A Cost Proposal (see “Sample Cost Proposal,” Exhibit 10-H) must include costs of
materials, direct salaries, payroll additions, other direct costs, indirect costs, fees and
backup calculations.

Before approving an agreement for consulting services, the contract administrator must be
satisfied that the consultant’s organization is:

*  Qualified to perform the services required
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* In a position, considering other work commitments, to provide competent and
experienced personnel to perform the services in the time allowed

* Fully apprised of all applicable Federal and State laws, including implementing
regulations, design standards, specifications, previous commitments that must be
incorporated in the design of the project, and administrative controls including those of
thedk HWA

The agreement must provide for a level of acceptability and a statement to the effect that
the consultant is required to modify its work as necessary (to meet that level of acceptability
as defined in the agreement).

The agreement shall provide for reviews at appropriate stages during performance of the
work to determine if any changes or other actions are warranted. These reviews are to be
made by the local agency.

The agreement shall also provide that the prospective consultant establish a working office
at a place acceptable to the local agency.

The agreement shall provide that the consultant and its subcontractors shall maintain all
books, documents, papers, accounting records, and other information pertaining to costs
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incurred. Such materials must be available at their offices at reasonable times during the
contract period. All such materials are to be available for inspection by Federal, State and
local agency authorized representatives, and copies thereof shall be furnished if requested.
Following final settlement of the contract accounts with the FHWA, such records and
documents may be microfilmed at the option of the local agency, but in any event shall be
retained for a three-year period after processing of the final voucher by the FHWA.

Agreements with consultants covered by this manual must not be approved by the local
agency until the certifications shown in Exhibits 10-F, “Certification of Consultant” and
10-G, “Certification of Local Agency” are executed and incorporated in the agreement. The
certifications shall be executed by a principal or authorized corporate official of the
consultant and by a principal administrative officer of the governmental agency responsible
for the selection of the consultant. It is essential these certifications be preserved in the
project files.

SUPPLEMENTAL AGREEMENTS

Supplemental agreements are required for modification in the terms of the original
agreement to provide changes such as extra time, added work, or modification of pay ment.
There is no prescribed format for supplemental agreements. They may take the form of
letter-type agreements meeting the legal requirements of the local agency, clearly outlining
the changes, and containing a mutually agreed upon method of compensation. Such
agreements must conform to the requirements of this manual with regard to pay ment.

Supplemental agreements shall be approved by the local agency prior to the performance of
the work. When public interest requires that work begin without delay, it may not be
practicable to establish equitable compensation prior to commencing the work.
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CONSTRUCTION ENGINEERING SERVICES

A consultant may be utilized for periodic or full-time technical inspection of construction.
Under Federal -aid regul ations, however, the prime responsibility for general supervision of
construction must remain with the local agency. The local agency must also ensure the work
is performed in accordance with the approved PS&E. Therefore, a full-time, registered
engineer employed by a public agency must be placed in charge of the project (he/she need
not be assigned solely to that project).

The consultant’s engineering responsibility generally are that of professional adviser to the
local agency. The activities performed by the consultant are under the overall supervision
of the local agency engineer. These operations may include construction surveys,
foundation investigations, measurement and computation of quantities, testing of
construction materials, checks of shop drawings, preparation of estimates and reports, and
other inspection activities necessary to ensure the construction is being performed in
accordance with the plans and specifications. The construction engineering consultant
agreement defines the relative authorities and responsibilities of the full-time, publicly
employed engineer in charge of the project and the consultant’s inspection staff.

If the technical inspection consultant is giving professional assistance to the local agency’s
resident engineer, a formal consultant agreement must be executed which follows all of this
chapter’s requirements.
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ENGINEERING SERVICES UNDER $100,000

When it is determined that engineering services in amounts less than $¢00,000 are needed
and Federal reimbursement will be sought, these services may be obtained through personal
services agreements up to a limit of $¢00,000 each. The $¢00,000 is a cumulative limit for
services provided by any individual consultant or consulting firm.

Personal service agreements can be used by a local agency during the preliminary
engineering/environmental, right of way, design and construction phases of work to hire a
consultant needed to complete the particular phase of work. Such services must be under
the direction and control of the engineer in charge of the phase of work being conducted
and must be for logical segments of the work.

Compensation for construction engineering services should be based on actual costs
incurred plus a fixed fee, or in the case of individual compensation, on an agreed-upon,
hourly or daily rate. Lump sum payments should not be used for construction engineering
services.

For contracts under $¢00,000, the following information must be approved by the local
agency and retained in the project files:

* Explanation of the services needed and why they cannot be provided by the local agency

* Name and qualifications of the consultant who provide the services
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Documentation of the fees, showing the fees are within the prevailing range and are

reasonable by comparative standards

Copy of the agreement between the local agency and the consultant

RETENTION CLAUSES

At the option of the local agency, a retention clause may be included in the consultant
agreement. The usual retained amount is 5 percent, and appropriate securities on deposit
may be substituted for the retention. Caltrans strongly recommends stipulating a retention
in the consultant agreement.

10.9 REFERENCES
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23 CFR 172.5

49 CFR 18.36

41 USC 403(11)

48 CFR&1

OMB Circular A-110
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Caltrans Environmantal Handbook

¢ Government Code Sections

4525 through 4529.5

* 41 CFR 1-94

» California Labor Code, Section 1775
* 49 CFR 26, Appendix A

* Caltrans Service Contracts Manual

LPP 00-05




Local Assistance Procedures Manual

EXHIBIT 10-A
Pre-Award Audit Request Letter and Checklist

EXAMPLE

PREAWARD AUDIT REQUEST LETTER AND CHECKLIST

Local Agency Letterhead

Department of Transportation Date:
Audits and Investigations, MS 2 (Federal Number)
Attention: External Audit Manager (Project Description)

P.O. Box 942874
Sacramento, CA 94274-0001

Dear External Audit Manager:

Attached is a copy of the following information for proposed contract number with (Consultant’s
Name, Address, Phone Number).

Proposed contract between the local agency and the consultant
Proposed cost proposal for prime consultant and all subconsul tants

Name of local agency contact person, phone number and fax number

The subconsultants proposed for this contract are as follows; (List all Subconsultants Name, Address, Phone

Number).

Please arrange a pre-aw ard eval uation and forward a copy of the written report to us. Services to be performed
under this contract are (describe work to be performed).

The (Local Agency Name) understands that any work with costs incurred prior to the approval of the
“Authorization to Proceed” (E-76) is not eligible for Federal fund reimbursement.

Please notify us of the estimated completion date of the audit.

If you need further information, please contact (Name) at (Phoneg?).

Sincerely,

Signed Title

Agency

Attachments:  Proposed Contract
Draft Cost Proposal(s) cc: DLAE
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EXHIBIT 10-B
Suggested Evaluation Criteria

SUGGESTED EVALUATION SHEET*
Maximum
Criteria Points Rating
Understanding of the work to be done 25
Experience with similar kinds of work 20
Quality of staff for work to be done 15
Capability of developing innovative or 10
advanced techniques
Familiarity with State and Federal procedures 10
Financial responsibility 10
Demonstrated DBE intent 10
Total 100

*For projects other than “Architectural & Engineering” services, as defined in Section 10d, cost is one of the criteria or
may be the sole criterion.

The evaluation criteria and suggested maximum points shown above are not mandatory, but are recommended in the interest
of maintaining consistency among the hundreds of agencies utilizing Federal funds.
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EXHIBIT 10-C

Consultant Agreement Reviewers Checklist

CONSULTANT AGREEMENT REVIEWERS CHECKLIST

I. SELECTION PROCEDURES ITEMS NEEDED FOR REVIEW

A. DESCRIPTION OF NEED FOR CONSULTANT

B. PUBLICATION OF RFP OR RF(Q RECORDS

C. SOLICITATION RECORDS

D. EVALUATION CRITERIA

E. DOCUMENTATION OF SELECTION

F. EVALUATION OF DBE GOOD FAITH EFFORTS (WHEN APPLICABLE)

G. PLAN TO MONITOR WORK

1L CONSULTANT AGREEMENT

A. INTRODUCTION

1. Date of agreement

B

Location and description of project

Names, addresses, and other identifying data of agreeing parties

Name of Contract Administrator

B. AGREEMENT

1. Type of work to be done

a)
b)
c)
d)
e)
f)

g)
h)

2. Time of beginning of contract

Consultant services
Right of Way
Subsurface investigations

Obligations of local agency to consultant
Conferences, visits to site, inspection of work

Checking of shop drawings __
Consultant services during construction
Deliverables and number of copies

3. Payment methods

4. Record retention (three years)

Project Identification/Location

Page 10-29
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5. Contract Cost Principles and Procedures (CFR 48, Federal Acquisition
Regulation System, Chapter 1, Part 31)

a) Covenants Against Contingent Fees - Exhibit 10-D, [B6 (a)] & Exhibits
10-F & 10-G b) Design Standards - Exhibit 10-D, [B6 (b)]

¢) Documentation - Exhibit 10-D, [B6 (¢)]

d) Ownership of Documents - Exhibit 10-D, [B6 (d)]

e) Patent Rights - Exhibit 10-D, [B6 (e)]

f) Copy Rights - Exhibit 10-D, [B6 (f)]

g) Changes in work - Exhibit 10-D, [B6 (g)]

h) Delays and Extensions - Exhibit 10-D, [B6 (h)]

i) Termination or Abandonment - Exhibit 10-D, [B6 (i)]
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EXHBIT 10-C Consultant Agreement Reviewers Checklist

j7)  Remedies - Exhibit 10-D, [B6 (j)]

k) Disputes - Exhibit 10-D, [B6 (k)]

1) Responsibility for Claims and Liability - Exhibit 10-D, [B6 (1)]

m) General Compliance With Laws & Wage Rates - Exhibit 10-D, [B6 (m)]

n) Subcontracting, Assignment and Transfer - Exhibit 10-D, [B6 (n)]

0) Consultant’s Endorsement on Plans, etc. - Exhibit 10-D, [B6 (0)]

p) DBE Considerations - Section 10d, Exhibit 10-D, [B6 (p)] and Exhibit 10- ___
I, “Bidder/Proposer DBE Participation Requirements and Instructions.”

C. CONCLUSIONS (ACCEPTED LEGAL EXPRESSION, ETC.)
D. SIGNATURES

E. CERTIFICATIONS OF CONSULTANT AND AGENCY EXHIBITS 10 F & G

F. CoST PRICE PROPOSAL - EXHIBIT 10-H

Contract Administrator Date

Distribution All Projects: (1)Original + 4 copies — Caltrans District Local Assistance Engineer. (2) Copy - Local Agency Project File

Page 10-28 December 15,2000 LPP 00-05
CONSULTANT AGREEMENT OUTLINE

A. INTRODUCTION
The introduction includes the following information:
1. DATE OF AGREEMENT
2. NAMES, ADDRESSES AND OTHER DATA IDENTIFYING AGREEING PARTIES
State the complete name and address of each party to the agreement, together with information with
respect to whether the party is an individual, an agency of government, a partnership or a
corporation. If a corporation is one of the parties, show the State of incorporation. Show the location

of the office where the consultant’s work will be available for inspection by local agency and State
representatives. For the sake of brevity, a suitable short title, such as “State,” “County,” “Engineer”
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Consultant Agreement Outline

or “Consultant,” is designated and defined for each of the parties and used throughout the remainder
of the agreement.

3. LOCATION AND DESCRIPTION OF THE PROJECT.
State the location and description of the project as precisely and as briefly as possible. Give the
name of the project if one exist. If major structures are to be included, their approximate locations,

lengths and types, if known, are to be shown.

4. NAME OF CONTRACT ADMINISTRATOR

B. AGREEMENT

a)

b)

d)

1. DESCRIPTION OF WORK TO BE DONE
Consultant Services

Detail based on the services to be furnished by the consultant. Nature and extent verified in the
negotiations to make precise statements to eliminate subsequent uncertainties and
misunderstandings. Describe acceptance criteria. Environmental documents are not considered
complete until final FHWA approval. A signed Categorical Exclusion, Finding of No
Significant Impact, or published Record of Decision is to be approved or completed by FHWA
(see Chapter 6, “Environmental Procedures” of this manual).

Right of Way

State whether Right of Way requirements are to be determined and shown by the consultant;
whether land surveys and computations with metes and bounds descriptions are to be made; and
whether Right of Way plots are to be furnished.

Subsurface Investigations

State specifically whether or not the consultant has responsibility for making subsurface investigations.
If borings or other specialized services are to be made by others under the supervision of the consultant,
appropriate provisions are to be incorporated. Archaeological testing and data recovery guidance can be
found in Chapter 8 of Caltrans’ Environmental Handbook.

Local Agency Obligations

All data applicable to the project and in possession of the local agency or another agency or government
that are to be made available to the consultant are referred to in the agreement. Any other assistance or
services to be furnished to the consultant are to be stated clearly.

Conferences, Visits to Site, Inspection of Work

The agreement provides for conferences as needed, visits to the site and inspection of the work by
representatives of the State or FHWA. Costs incurred by consultants for meetings subsequent to the

initial meeting shall be included in the fee.

Checking Shop Drawings
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Consultant Agreement Outline
For agreements requiring the preparation of construction drawings, make provision for checking shop
drawings. Payment for checking shop drawings by the consultant may be included in the contract fee or
provision may be made for separate payment.

Consultant’s Services During Construction

The extent, if any, of the consultant’s services during the course of construction is specified in the
agreement, together with the method of payment for such services.

Number of Copies
The number of copies of papers or documents to be furnished, such as reports, brochures, sets of plans,

specifications or Right of Way plots is specified. Provision may be made for payment for additional
copies.

2. TIME OF BEGINNING AND COMPLETION

A time must be set for beginning work under the agreement. Usually this is a given number of days after a
letter of notification has been sent to the consultant. The time allowed for performing the work is specified;
it should be reasonable for the kind and amount of services contemplated; and it is written into the
agreement. It is desirable that Critical Path Method (CPM) networks be prepared and incorporated into the
contract by reference.

3. PAYMENTS

State the basis of payment for the services to be furnished. The services may be considered as a whole or by
units. The agreement establishes a method of payment as the work progresses or as each unit is completed,
and for final settlement after all work is delivered, accepted, and approved. The agreement sets a maximum
limit on the total amount payable.

4. RECORD RETENTION

The agreement states the period of time that the consultant’s records shall be retained for inspection by the
State, FHWA, or their duly authorized representatives. This time period must be at least three years after
final payment to the consultant.

5. COST PRINCIPLES

The agreement must state that the Federal Acquisition Regulations in Title 48, CFR 31 are the governing
factors regarding allowable elements of cost.

6. MISCELLANEOUS PROVISIONS

a)

Covenant Against Contingent Fees

All Agreements for consultant services in which Federal funds are to participate shall contain the
following clause:

“The Consultant warrants that he/she has not employed or retained any company or person, other than a
bona fide employee working for the consultant, to solicit or secure this agreement, and that he/she has
not paid or agreed to pay any company or person, other than a bona fide employee, any fee,
commission, percentage, brokerage fee, gift, or any other consideration, contingent upon or resulting
from the award or formation of this agreement. For breach or violation of this warranty, the Local
Page 10-33
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Consultant Agreement Outline
Agency shall have the right to annul this agreement without liability, or at its discretion to deduct from
the agreement price or consideration, or otherwise recover, the full amount of such fee, commission,
percentage, brokerage fee, gift, or contingent fee.”

b) Design Standards

The Agreement includes reference to the appropriate standards for design or other standards for work
performance stipulated in the consultant agreement.

¢) Documentation

Agreements, where appropriate, shall provide that the consultant document the results of the work to the
satisfaction of the local agency and if applicable, the State & FHWA. This may include preparation of
progress and final reports, plans, specifications and estimates, or similar evidence of attainment of the
agreement objectives.

d) Ownership of Documents

The agreement provides that tracings, plans, specifications, and maps prepared or obtained under the
terms of the agreement be delivered to and become the property of the local agency, and that basic
survey notes and sketches, charts, computations, and other data prepared or obtained under such
agreement shall be made available, upon request, to the local agency without restriction or limitation on
their use. When an agreement is for preliminary plans only, no commitment
should be stated or implied that would constitute a limitation of the subsequent use of the plans or ideas
incorporated therein for preparation of construction plans.

e) Patent Rights

Applicable patent rights provisions described in 41 CFR 1-9d regarding rights to inventions shall be included
in Agreements as appropriate.

f)  Copyrights

The local agency may permit copyrighting reports or other agreement products. If copyrights are
permitted, the agreement shall provide that the FHW A shall have the royalty-free non-exclusive and
irrevocable right to reproduce, publish, or otherwise use, and to authorize others to use, the work for
government purposes.

g) Changes in Work

The agreement contains provisions that permit mutually acceptable changes in the scope, character, or
complexity of the work if such changes become desirable or necessary as the work progresses. A method
should be established for making adjustments to the basis of payment and to the time for performance of
the work. Provision are made for special cases where it is essential that the extra work be performed
immediately with execution of a supplemental agreement covering the changes as soon as possible.

h) Delays and Extensions

The agreement provides for an appropriate extension of time in case of unavoidable delays and for
consideration of corresponding warranted adjustments in pay ment.

i)  Termination or Abandonment
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Consultant Agreement Outline
A procedure covering, among other things, the ownership of work completed or partially completed,
including the basis of payment, is established in the event of termination of the agreement prior to
completion of the work. Conditions for termination due to de€ault and circumstances beyond the control of
the contractor are included.

j)  Remedies

Provision(s) are included allowing administrative, contractual, or legal remedies for violation or breach of
contract terms, citing appropriate sanctions and penalties.

k) Disputes
The agreement provides for a procedure to resolve any dispute concerning a question of fact in connection

with the work not settled by agreement between the parties. Such procedures should conform to the
practice followed by the local agency in resol ving disputes in other contractual matters.
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Consultant Agreement Outline
1)  Responsibility for Claims and Liability

The consultant should be required to save harmless the local agency or other agency
of government from all claims and liability due to his/her negligent acts or the
negligent acts of his/her subcontractors, agents or employees.

m) General Compliance with Laws and Wage Rates

The consultant shall be required to comply with all Federal, State and local laws and
ordinances applicable to the work. This includes compliance with prevailing wage
rates and their payment in accordance with California Labor Code, Section 1775.

n) Subcontractors, Assignment and Transfer

Consultant services are considered to be a personal relationship between client and
principal; therefore, agreements in which participating Federal funds are furnished
shall contain a clause expressly prohibiting the subcontracting, assignment or
transfer of any of the work except as otherwise provided for in the executed
agreement. All contracts shall provide that subcontracts exceeding $25,000 in cost
shall contain all requered provisions of the prime contract.

o) Consultant’s Endorsement on PS&E/Other Data
The responsible consultant/engineer shall sign all plans, specifications, estimates (PS&E)

and engineering data furnished by him/her and where appropriate, indicate his/her
registration number.

p) Disadvantaged Business Enterprise Considerations
Consultants must give consideration to DBE firms as specified in 23 CFR 1726(e) and

Appendix A to Part 26 of 49 CFR, in Exhibit 10-I. Evidence must be presented of “good
faith” effort, when applicable.

C. CONCLUSION

The concluding clause may be any one of the many accepted legal expressions commonly used
for that purpose.

D. SIGNATURES

E. CERTIFICATIONS

(See Exhibits 10-F and 10-G)

F. COST PRICE PROPOSAL

(See Exhibit 10-H)
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EXHIBIT 10-E
Sample Payment Clauses

SAMPLE PAYMENT CLAUSES¥*

CoST-PLUS-FIXED FEE

The basis of payment for the services provided under this agreement shall be cost-plus-a-fixed fee.
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Consultant Agreement Outline
1. The local agency shall reimburse the consultant for actual costs (including labor costs,
employee benefits, overhead and other direct costs) incurred by the consultant in
performance of the work, in an amount not to exceeddd , exclusive
of any fixed fee. Actual costs shall not exceed the estimated wage rates and other
costs set forth in the consultant’s proposal.

2. In addition to the costs referred to in paragraph 1 of this article, the local agency shall
pay the consultant a fixed fee of 8 . Said fixed fee shall not be altered
unless there is a significant alteration in the scope, complexity or character of the
work to be performed.

3. The Consultant shall be reimbursed for actual travel expenses incurred in the
performance of this work, including the use of private cars at the rate of
cents per mile, while traveling away from consultant’s headquarters which is hereby
designated as . In addition, consultant’s personnel
shall be reimbursed for per diem expenses at a rate not to exceed that currently
authorized for State employees under State Department of Personnel Administration
rules.

4. Total expenditures made under this agreement, including the fixed fee, shall not
exceed the sum of §

Lump Sum

The basis of payment for the services provided under this agreement shall be lump sum.

1. Pursuant to satisfactory completion of this agreement, a lump sum payment of
$ including all expenses incurred will be made to the consultant.

2. The above lump sum payment includes salary, fringe benefits, overhead, profit and all
other expenses incurred by the consultant.

*The other methods of payment are not addressed here.
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EXHBIT 10-E Sample Payment Clauses

EXHIBIT 10-F
Certification of Consultant, Commissions &
Fees




CERTIFICATION OF
CONSULTANT

I HEREBY CERTIFY that I am the
and duly authorized representative of the firm
of

whose address is

, and that, except as hereby expressly stated,
neither I nor the above firm that I represent

have:

(a) employed or retained for a
commission, percentage, brokerage,
contingent fee, or other consideration,
any firm or person (other than a bona
fide empl oyee working solely for me
or the above consultant) to solicit or

secure this agreement; nor

(b) agreed, as an express or
implied condition for obtaining this
contract, to employ or retain the
services of any firm or person in
connection with carrying out the

agreement; nor

(©) paid, or agreed to pay, to any
firm, organization or person (other
than a bona fide empl oyee working
solely for me or the above consultant)
any fee, contribution, donation, or
consideration of any kind for, or in
connection with, procuring or

carry ing out this agreement.
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I

acknowledge that this Certificate is to be
made available to the California Department
of Transportation (Caltrans) in connection
with this agreement invol ving participation of
Federal-aid Highway funds, and is subject to
applicable State and Federal laws, both

criminal and civil.

(Date)
(Signature)
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\ EXHIBIT 10-G

Certification of Local Agency, Fees

CERTIFICATI
ON OF LOCAL
AGENCY

I HEREBY CERTIFY that I am the
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(local

agency)

, and that the consulting firm of

or its representative has not been
required (except as herein expressly
stated), directly or indirectly, as an
express or implied condition in
connection with obtaining or

carry ing out this Agreement to:

(a) employ, retain, agree to employ or
retain, any firm or person; or

(b) pay or agree to pay, to any firm,
person or organization, any fee,
contribution, donation, or
consideration of any kind.

[ acknowledge that this Certificate is
to be made available to the California
Department of Transportation
(Caltrans) in connection with this
Agreement invol ving participation of
Federal -aid Highway funds, and is
subject to applicable State and Federal

laws, both criminal and civil.

(Date) (Signature)
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EXHIBIT 10-H Sample Cost Proposal

SAMPLE COST PROPOSAL (EXAMPLE #1)

No. Date
it
LABOR Initial
Hourly
tion Name Range Hours Rate Total
anager - @ $
Engineer - @ $
S @ S5
\gineer S @ I $ 5
- @
n — @ S
$
anager _— @ $
- @____ $
- @
- @ $

$
Subtotal Direct Labor Costs $
Anticipated Salary Increases

Total Direct Labor Costs Total
Rat $__
ate
nefits $
! %
Total Fringe Benefits
$_
osts $
%
.. . % $
nd Administrative
Total Indirect Costs $
fit)
$ s
"OSTS $
)StS
1t and Supplies (Itemize) $
ect Costs (Itemize)
Total Other Costs
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SAMPLE COST PROPOSAL (EXAMPLE #2)

Fringe Benefit % Overhead€o General Administration % Combined&o
NORMAL
OVERTIME

FEE&%
BILLING INFORMATION CALCULATION INFORMATION
Name/Ceasséficatéon’ 4 Hourly Billing Ratés Effective date of | Actual/ average | % orch
4 * hourly rate hourly rate’ increase Hourly range for
Straight OT(1.5x) OT(2x) From To class

1. Names and classifications of team members at a level of must be listed. FOR ALL OTHER EMPLOYEES USE

CLASSIFICATIONS ONLY.




2. For named employees enter the actual hourly rate. For classifications only, list the average hourly rate for that classification.
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EXHIBIT 10-1

Bidder/Proposer DBE Participation Requirements and Instructions

BIDDER/PROPOSER DBE PARTICIPATION REQUIREMENTS AND INSTRUCTIONS

(For Local Agency Contracts Fully Or Partially Funded With Federal Funds)

This project is subject to Part 26, Title 49, Code of
Federal Regulations entitled “Participation by
Disadvantaged Business Enterprises (DBE) in
Department of Transportation Financial Assistance
Programs.” Bidders/proposers shall be fully informed of
the requirements of the regulations and the [Local
Agency’s] Disadvantaged Business Enterprise (DBE)
program developed pursuant to the regulations.

DEFINITIONS

A DBE must be a small business concern as defined
pursuant to the Small Business Act and Small Business
Administration (SBA) regulations. A firm is not an
eligible DBE in any Federal fiscal year if the firm
(including its affiliates) has had average annual gross
receipts, as defined by SBA regulations (see 13 CFR
121.402), over the firm's previous three fiscal years, in
excess of $16.6 million.

A DBE is a for profit small business concern that is:

1. At least 51% owned by one or more individuals
who are both socially and economically disadvantaged
or, in the case of a corporation (publicly- owned
business), at least 51% of the stock is owned by one or
more such individuals and

2. Whose management and daily business
operations are controlled by one or more of the socially
and economically disadvantaged individuals who own it.

AWARD AND SUBSTITUTION

Award of this contract will be to the lowest responsive
and responsible bidder/proposer or to the most qualified
Architectural and Engineering (A&E) firm whose
proposal complies with all the requirements prescribed
and who has met the goal for DBE participation or
demonstrated, to the satisfaction of the [Local Agency],
that the bidder/proposer has documented adequate
good faith efforts to do so as required by these
instructions. Failure to do so will be cause for rejection.

If awarded the contract, Contractor may not substitute a
person as a subcontractor in place of the DBE
subcontractor listed in the original bid/proposal without
the written authorization of the contract manager
pursuant to the term of the contract.

Failure to obtain approval may result in payment being
denied.

COMMERCIALLY USEFUL FUNCTION

A DBE must perform a commercially useful function, i.e.
must be responsible for the execution of a distinct
element of the work and must carry out its responsibility
by actually performing, managing and supervising the
work or in accordance with the factors described in
Section 26.55, 49 CFR Part 26 for materials, supplies or
trucking.

DBE PARTICIPATION

A bidder/proposer in order to be considered a
responsible and responsive bidder must make good
faith efforts to meet the goal established for the contract.
The bidder/proposer can meet this requirement in either
of two ways:

1) meet the goal, documenting commitments for
participation by DBE firms; or

2) if the goal is not met, the bidder/proposer must
document adequate good faith efforts.

A bidder/proposer (prime contractor) who is not a
certified DBE bidder/proposer will be required to
document one or a combination of the following:

1. The bidder/proposer will meet the goal through
work performed by DBE subcontractors, suppliers or
trucking companies.

2. The bidder/proposer, prior to bidding, made a
adequate good faith efforts to meet the goal.

A certified DBE may participate as a prime contractor,
subcontractor, joint venture partner, or as a vendor of
material or supplies or as a trucking company.

A certified DBE bidder/proposer not bidding as a joint
venture with a non-DBE, will be required to document
one or a combination of the following:

1. The DBE bidder/proposer will meet the goal by
performing work with its own forces:
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2. The bidder/proposer will meet the goal through work
performed by DBE subcontractors, suppliers or
trucking companies.
Page 10-43
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Credit for materials or supplies purchased from DBEs
will be as follows:

1. If the materials or supplies are obtained from a DBE
manufacturer, 100 percent of the cost of the materials or

Bidder/Proposer DBE Participation Requirements and Instructions

3. The bidder/proposer prior to bidding, made adequate
good faith efforts to meet the goal.

A DBE joint venture partner must be responsible or
specific contract items of work, or portions thereof.
Responsibility means actually performing, managing
and supervising the work with its own forces.

The DBE joint venture partner must share in the capital
contributions, control, management, risks and profits of
the joint venture. The DBE joint venture must submit
the joint venture agreement with the bid or proposal or
the DBE participation information form attached to these
instructions.

If the bidder/proposer documents adequate good faith
efforts to meet the goal, the award cannot be denied on
the basis that the bidder/proposer failed to meet the
goal.

The bidder/proposer (prime contractor) shall list only
one subcontractor for each portion of work as defined in
their bid/proposal.

Any dollar amount of work, service or supplies proposed
for DBE participation can only be counted once. That is,
any further subcontracting or spending for DBE work,
service or supplies already credited once for DBE
participation cannot be counted again.

DBEs must be certified by the Caltrans Civil Rights
Program or a participating California local agency, which
has a reciprocal agreement with Caltrans and which
certifies in conformance with 49 CFR, Part 26
regulations, by the Invitation for Bid (IFB) opening date
or by the Request for Proposal (RFP) or Architectural
and Engineering (A&E) contract Statement of
Qualification (SOQ) due date before credit may be
considered toward meeting the DBE goal.

Firms that are self-certified as DBEs are not eligible for
DBE credit.

A prime contractor who is a certified DBE is eligible to
claim all of the work it performs in the contract toward
the goal except that portion of the work to be performed
by non-DBE subcontractors.

supplies will count toward the DBE goal.

NOTE: A DBE manufacturer is a firm that operates or
maintains a factory or establishment that

Page 10-44 September 28, 2000

procedures, on the premises, the materials, supplies,
articles, or equipment required under the contract and of
the general character described by the specifications.

2. If the materials or supplies are purchased from a DBE
regular dealer, 60 percent of the cost of the materials or
supplies will count toward the DBE goal.

NOTES:

1) A DBE regular dealer is a firm that owns,
operates or maintains a store, warehouse or other
establishment in which the materials, supplies, articles
or equipment of the general character described by the
specifications and required under the contract are
bought, kept in stock and regularly sold or leased to the
public in the usual course of business.

2)To be a DBE regular dealer, the firm must be
an established, regular business that engages, as its
principal business and under its own name, in the
purchase and sale or lease of the products in question.
A person may be a DBE regular dealer in such bulk
items as petroleum products, steel, cement, gravel,
stone or asphalt without owning, operating or
maintaining a place of business as provided in this
paragraph if the person owns and operates distribution
equipment for the products.

3)Any supplementing of regular dealers’ own
distri-bution equipment shall be by a long-term lease
agreement and not on an ad hoc or contract by contract
basis.

4) Packagers, brokers, manufacturers’
representatives, or other persons who arrange or
expedite transactions are not DBE regular dealers within
the meaning of this paragraph.

5)Credit for materials or supplies purchased
from a DBE which is neither a manufacturer nor a
regular dealer will be |imited to the entire amount of fees
or commission charged for assistance in the
procurement of the materials an supplies or fees or
transportation charges for the delivery of materials or
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supplies required on a job site, provide fees are
reasonable and not excessive as compared with fees
charged for similar services. The cost of materials or
supplies are not counted toward the DBE goal in this
instance.

Credit for DBE trucking companies will be as follows:

1. The DBE must be responsible for the
management and supervision of the entire trucking
operation for which it is responsible on a particular
contract and there cannot be a contrived

Local Assistance Procedures Manual
made adequate good faith efforts to do so. Final
determination of goal attainment or good faith effort by
the bidder or proposer will be at the [Local Agency’s]
discretion.

The required DBE information shall be submitted on the
DBE Participation Exhibit 15-G attached to these
instructions.

It is the bidder/proposer’s responsibility to make enough
work available to DBEs and to select those portions of
the work or material needs consistent with the available
DBEs to meet the goal.

EXHIBIT 10-1

Bidder/Proposer DBE Participation Requirements and Instructions It is

the

arrangement for the purpose of meeting DBE goals.

2. The DBE must itself own and operate at least
one fully licensed, insured, and operational truck used
on the contract.

3. The DBE receives credit for the total value of
the transportation services it provides on the contract
using trucks it owns, insures, and operates using drivers
it employs.

4, The DBE may lease trucks from another DBE
firm, including an owner-operator who is certified as a
DBE. The DBE who leases trucks from another DBE
receives credit for the total value of the transportation
services the lessee provides on the contract. The DBE
may also lease trucks from a non-DBE firm, including an
owner-operator. The DBE who leases trucks from a
non-DBE is entitled to credit only for the fee or
commission it receives as a result of the lease
arrangement.

5! The DBE does not receive credit for the total
value of the transportation services provided by the
lessee, since these services are not provided by a DBE.

6. A lease must indicate that the DBE has
exclusive use and control over the truck. This does not
preclude the leased truck from working for others during
the term of the lease with the consent of the DBE, so
long as the lease gives the DBE absolute priority for use
of the leased truck.

7. Leased trucks must display the name and
identification number of the DBE.

SUBMISSION OF DBE INFORMATION

To be eligible for award of the contract, bidders or
proposers must either have met the DBE goals or have
provided documentation to establish that prior to bid or
cost proposal submittal, the bidder or proposer has

responsibility of the bidder/proposer to verify that DBEs
are certified.

Bidders/proposers are cautioned that even though their
submittal indicates they will meet the stated DBE goal,
their submittal should also include their adequate good
faith efforts information along with their DBE goal
information to protect their eligibility for award of the
contract in the event the [Local Agency], in its review,
finds that the goal has not been met.

The bidders/proposers DBE information shall
include:

1) The names of DBE firms that will participate in
the contract with a complete description of work or
supplies to be provided by each DBE and the dollar
value of each proposed DBE transaction.

2) A written confirmation from each DBE that is
participating in the contract. A copy ofthe DBEs quote
will serve as written confirmation that the DBE is
participating in the contract.

3) When 100 percent of a contract item of work is
not to be performed or furnished by a DBE, a
description of the exact portion of that work to be
performed or furnished by that DBE shall be included in
the DBE information including the planned location of
that work.

4) The work that a DBE prime contractor has
committed to be performed with its own forces as well
as the work that it has committed to be performed by
DBE subcontractors, suppliers and trucking companies
will be required.

GOOD FAITH EFFORTS

The information necessary to establish the
bidder/proposer’s adequate good faith efforts to meet
DBE goal should include:
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1. The names and dates in each publication which
a request for DBE participation for this contract was
placed by the bidder/proposer.

2 The names and dates of written notices sent to
certified DBEs soliciting bids for this project and the
dates and methods used for following up initial
solicitations to determine with certainty whether the
DBEs were interested.

3. The items of work which the bidder/proposer
made available to DBE firms, including, where
appropriate, any breaking down of the contract work
items (including those items normally performed by
the bidder with its own forces) into

Page 10-46 September 28, 2000
8. Any additional data to support a demonstration of
good faith efforts.

Note: The Caltrans Civil Rights Program maintains a
website, which includes a directory of certified DBE
firms at: www.dot.ca.gov/hg/bep.

RIGHT OF ADMINISTRATIVE CONSIDERATION

If the apparent successful bidder/proposer has failed to
meet the DBE requirements by failing to document it
has obtained enough DBE participation to meet the
goal; or did not succeed in documenting adequate good
faith efforts, the bidder/proposer has five (5) calendar
days after notification by the [Local Agency] to provide

Page 10-45 : ; .
written documentation or argument concerning the
EXHBIT 10-1 issue
Bidder/Proposer DBE Participation Requirements and Instructions of
September 28, 2000 whether it met the goal or made adequate good faith

economically feasible
units to facilitate DBE
participation.

Note: Itis the bidder/proposer’s responsibility to
demonstrate that sufficient work to meet the DBE goal
was made available to DBE firms.

4. The names, addresses, and telephone numbers
of rejected DBE firms, the firms selected for that work,
and the reasons for the bidder/proposer’s choice.

5t Efforts made to assist interested DBEs in
obtaining bonding, lines of credit or insurance, and
any technical assistance or information related to the
plans, specifications and requirements for the work
which was provided to DBEs.

6. Efforts made to assist interested DBESs in
obtaining necessary equipment, supplies, materials or
related assistance or services, excluding supplies and
equipment the DBE subcontractor purchases or
leases from the prime contractor or its affiliate.

7. The names of agencies contacted to provide
assistance in contacting, recruiting and using DBE
firms.

efforts to do so.

Written documentation must be submitted to:
[Local Agency] [Local

Agency’s address] Phone:

Fax:

A written decision on reconsideration will be issued
within days of receipt of the request.
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Sample DBE Participation Requirements

SAMPLE DBE PARTICIPATION REQUIREMENTS

This information is not intended to constitute an entire contract. The
information contained herein is only a sample of clauses needed for DBE
participation.

Use the following Article for contracts with no DBE goals specified. Delete
the Articles after this.

ARTICLE DBE PARTICIPATION REQUIREMENTS

A. Disadvantaged Business Enterprise (DBE) Participation (Without Goals)

1. The [Local Agency] has established no goals for the participation of DBE for this contract.
However, the Contractor shall be fully informed respecting Part 26, Title 49, Code of Federal
Regulations, which is incorporated by reference, and is urged to obtain DBE participation should a

clearly defined portion of the work become available.

2. Itis the policy of the [Local Agency] that certified DBE firms shall have the maximum opportunity
to participate in the performance of contracts financed in whole or in part with federal funds. The
Contractor shall ensure that certified DBE firms, as defined in said Code of Federal Regulations,
have the maximum opportunity to participate in the performance of this contract and shall take all
necessary and reasonable steps, as set forth in said Part 26, for such assurance. The Contractor shall
not discriminate on the basis of race, color, national origin, or sex in the award and performance of
subconsultant. Failure to carry out the requirements of this paragraph shall constitute a breach of
contract and may result in termination of this contract or such other remedy the [Local Agency] may

deem appropriate.

3. If DBE participation is obtained, the Contractor shall maintain records of all subconsultant
agreements entered into with DBE subconsultants and records of materials purchased from DBE
suppliers. Such records shall show each subconsultant’s and vendor’s name and address and the
actual dollars paid to each. Upon completion of the contract, a summary of these records shall be
prepared, certified correct and submitted on the form "FINAL REPORT - UTILIZATION OF

DISADVANTAGED BUSINESS ENTERPRISES (DBE), FIRST - TIER SUBCONTRACTORS",
or equivalent, by the Contractor or his authorized representative to the [Local Agency]’s Contract Manager

showing total dollars paid to each DBE subconsultant and supplier.
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Sample DBE Participation Requirements
4. Any DBE firm working as a subconsul tant under this contract must be responsible for the execution of a distinct

element of the work and must carry out its responsibil ity by actually performing, managing, and

supervising the work.

5. The Contractor shall make every reasonable effort to replace a certified DBE firm that is unable to perform

the provisions of this contract with another certified DBE firm.

Use the remainder of these Articles for contracts with DBE goals specified.

ARTICLE DBE PARTICIPATION REQUIREMENTS

A. DBE Participation Requirements and Regulations General

The DBE participation for this contractis percent.

The Contractor shall carry out applicable requirements of 49 CFR, Part 26, of the Code of Federal
Regulations, entitled “Participation by Disadvantaged Business Enterprises in Department of
Transportation Financial Assistance Programs,” in the award and administration of DOT-assisted
contracts. The regulations in their entirety are incorporated herein by reference. The Contractor shall not

discriminate on the basis of race color, national origin or sex in the performance of this contract.

Noncompliance by the Contractor with the requirements of the regulations is a material breach of this
contract and may result in termination of the contract or other such appropriate remedy as the [Local

Agency| deems appropriate.

The Contractor shall include the following in each subcontract the Contractor signs with a subcontractor:

1. A subcontractor shall not discriminate on the basis of race, color, national origin, or sex in the

performance of this contract.

2. The subcontractor shall carry out applicable requirements of 49 CFR Part 26 in the award and
administration of this contract.

3. Contractors shall include in their subcontracts, language providing the use of appropriate alternative dispute

resolution mechanisms to resolve pay ment disputes.
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Sample DBE Participation Requirements
B. Performance of DBE Contractors, Subcontractors and Suppliers

Delete this paragraph if the Prime Contractor is not a DBE.
DBE prime contractors must perform at least 30 percent of the total cost of this contract with their own

work force.

DBE subcontractors shall perform the work and supply the materials for which they have been listed in
the Contractor’s response to the contract award requirements in Exhibit 15-G, “Local Agency - Bidder
DBE — Information” of the Local Assistance Procedures Manual (LAPM), attached, unless the
Contractor has received prior written authorization to perform the work with other forces or to obtain the
materials from other sources as set forth in Paragraph G, “DBE Substitution and Additions”, of this

Article.

C. Prompt Payment to DBE and NonDBE Contractors

The Contractor shall not be entitled to any payment for the work or material, unless it is performed or
supplied by the listed subcontractors (DBE or nonDBE), or by the Contractor’s own forces, pursuant to
prior written authorization of the Contract Manager. This is the case even if other contract work is not

completed and has not been accepted in conformance with the terms of the contract by the State.

Delete the Following Paragraph if there are No Trucking Company Subcontractors

Prior to the fifteenth of each month, the Contractor shall submit documentation to the Contract Manager
showing the amount paid to DBE trucking companies listed in the Contractor’s DBE information. This
monthly documentation shall indicate the portion of the revenue paid to DBE trucking companies which
is claimed toward DBE participation. The Contractor shall also obtain and submit documentation to the
Contract Manager showing the amount paid by DBE trucking companies to all firms, including
owneroperators, for the leasing of trucks. The DBE who leases trucks from a nonDBE is entitled to
credit only for the fee or commission it receives as a result of the lease arrangement. The records must
confirm that amount of credit claimed toward DBE participation conforms with Paragraph J of this
Article.

The Contractor shall also obtain and submit documentation to the Engineer showing the truck number,
owner’s name, California Highway Patrol CA number and if applicable, the DBE certification number

of the owner of the truck for all trucks used during that month for which DBE participation will be
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claimed. This documentation shall be submitted on Exhibit 16-Z, “Monthly DBE Trucking Verification”

of the LAPM.

The Contractor shall pay all DBE subcontractors and nonDBE subcontractors for satisfactory
performance of their contracts within ten (10) days from receipt of each payment from the [Local

Agency] made to the Contractor.

D. Prompt Payment Progress Pay Retention to DBE and NonDBE Subcontractors

The Contractor shall return all moneys withheld in retention from the subcontractor within 30 days after
receiving payment for work satisfactorily completed, even if other contract work is not completed and
has not been accepted in conformance with the terms of the contract. This requirement shall not be
construed to limit or impair any contractual, administrative, or judicial remedies otherwise available to
the Contractor or subcontractor in the event of a dispute involving late payment or nonpayment to the

Contractor or deficient subcontract performance or noncompliance by a subcontractor.

E. DBE and NonDBE Subcontractor Payment Records

The Contractor in addition to maintaining records showing the name and business address of each first
tier subcontractor, shall also show the name and business address of every DBE subcontractor, DBE
vendor of materials and if applicable, DBE trucking company, regardless of tier. The records shall show
the date of payment and the total dollar figure paid to all DBE firms. DBE prime contractors shall also

show the date of work performed by their own forces along with the corresponding dollar value of work.

Upon completion of the contract, a summary of these records shall be prepared on Exhibit 17-F, “Final
Report Utilization of Disadvantaged Businesses™ of the LAPM and certified correct by the Contractor or
the Contractor’s authorized representative, and shall be furnished to the Contract Manager. The Exhibit
shall be furnished to the Contract Manager with the final invoice. Failure to provide the summary of
DBE payments with the final invoice will result in the invoice being in dispute until the report is

received.
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F. Penalty Assessed for Failure to Provide Subcontractor Payment Records

$ ($10,000) will be withheld from payment if Exhibit 17-F, “Final Report Utilization of
Disadvantaged Businesses” of the LAPM is not submitted. The amount will be paid to the Contractor

when the form is submitted.

G. DBE Substitutions or Additions
The Contractor may not substitute, or terminate for convenience a subcontractor, a supplier orQ if

applicablel a trucking company, listed in the original bid/proposal without the prior written approval of
the Contract Manager. However, the Contractor may add a firm to perform work originally planned to

be done by the Contractor's own forces.

The Contractor must make an adequate good faith effort to find another certified DBE subcontractor to
substitute for the original DBE. The Contractor will be required to make good faith efforts to replace
the original DBE subcontractor with another DBE subcontractor to the extent needed to meet the

contract goal.

The requirement that DBEs must be certified by the bid opening date does not apply to DBE

substitutions or additions after award of the contract. DBEs must be certified at the time of the

substitution or addition.

Contractors shall submit requests for substitution in writing to the Contract Manager. Authorization to

use other subcontractors or suppliers may be requested for the following reasons:

1. The listed DBE, after having had a reasonable opportunity to do so, fails or refuses to execute a
written contract, when such written contract, based upon the general terms, conditions for this
contract or on the terms of such subcontractor’s or supplier’s written bid, is presented by the

Contractor.
2. The listed DBE becomes bankrupt or insolvent.
3. The listed DBE fails or refuses to perform the subcontract or furnish the listed materials.

4. The Contractor stipulated that a bond was a condition of executing a subcontract and the listed DBE

subcontractor failed or refuses to meet the bond requirements of the contract.
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5. The listed DBE was the result of an inadvertent clerical error. The Contractor must have asserted a

claim of inadvertent clerical error in listing the subcontractor within two working days after the bid

opening and copies of that notice to both the subcontractor he or she claims to have listed in error

and intended subcontractor who had bid to the Contractor prior to bid/proposal opening.

6. The listed DBE was not licensed as required by the State of California Contractor’s Licensing Board
or failed to have the required permits or licenses as required by Federal, State or Local governmental

jurisdictions.

7. The work performed by the listed subcontractor is substantially unsatisfactory and is not in
substantial conformance with the scope of work to be performed, or the subcontractor is
substantially

delaying or disrupting the progress of the work.

8. When the listed DBE is ineligible to work on a public works project pursuant to Section 1777.1 or
17777.7 of the Labor Code.

9. When it is in the best interest of the Local Agency.

Prior to approval of the Contractor’s request for substitution to the Contract Manager, the Contractor
shall give notice in writing to the listed DBE subcontractor of the Contractor’s request to substitute and
the reasons for the request. The notice shall be served by certified or registered mail to the last known
address of the subcontractor. The listed subcontractor who has been so notified, shall have five working
days within which to submit written objections to the substitution to the Contract Manager. Failure to

respond to a written objection shall constitute the listed subcontractor’s consent to the substitution.

H. Termination of a DBE
In conformance with Federal DBE regulation Sections 26.53(f)(1) and 26.53(f)(2), Part 26, 49 CFR, the

Contractor shall not:

1. Terminate for convenience a listed DBE subcontractor and then perform that work with its own
forces (personnel), or those of an affiliate, unless the Contractor has received prior written
authorization from the Contract Manager to perform the work with other forces or to obtain

materials
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from other sources
2. If a DBE subcontractor is terminated or fails to complete its work for any reason, the Contractor will
be required to make good faith efforts to replace the original DBE subcontractor with another DBE
subcontractor to the extent needed to meet the contract goal.
L DBE Certification Status
If a DBE subcontractor is decertified during the life of the contract, the decertified subcontractor shall
notify the Contractor in writing with the date of decertification. If a subcontractor becomes a certified
DBE during the life of the contract, the subcontractor shall notify the Contractor in writing with the date
of certification.
Upon completion of the contract, the Contractor shall complete Exhibit 17-F, “Final Report Utilization
of Disadvantaged Businesses” of the LAPM, indicating the DBEs certification status and shall be signed
and certified correct by the Contractor. The certified form shall be furnished to the Contract Manager

within 30 days from the date of completion of the contract.

J. DBE Eligibility Toward Goal
The dollar value of work performed by a DBE is credited/counted toward the goal only after the
DBE has been paid.

Delete the following paragraph if the prime contractor is not a DBE
Credit for DBE Prime Contractors

The prime contractor who, is a certified DBE, is eligible to claim the prime contractor's work toward the

goal.

Credit for Material or Supplies

Credit for materials or supplies purchased from DBEs will be as follows:
If the materials or supplies are obtained from a DBE manufacturer, 100 percent of the cost of the

materials or supplies will count toward the DBE goal.

If the materials or supplies purchased from a DBE regular dealer, 60 percent of the cost of the materials

or supplies will count toward the DBE goal.
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Packagers, brokers, manufacturers’ representatives, or other persons who arrange or expedite

transactions are not DBE regular dealers within the meaning of this paragraph.

Credit for materials or supplies purchased from a DBE which is neither a manufacturer nor a regular
dealer will be limited to the entire amount of fees or commissions charged for assistance in the
procurement of the materials and supplies, or fees or transportation charges for the delivery of materials
or supplies, provided the fees are reasonable and not excessive as compared with fees charged for

similar services.

Delete the following paragraph if there are no trucking company subcontractors

Credit for DBE trucking companies will be as follows:

The DBE must be responsible for the management and supervision of the entire trucking operation for
which it is responsible. There cannot be a contrived arrangement for the purpose of meeting the DBE

goal.

The DBE must itself own and operate at least one fully licensed, insured and operational truck used on

the contract.

The DBE receives credit for the total value of the transportation services it provides on the contract

using trucks it owns, insures, and operates using drivers it employs.

The DBE may lease trucks from another DBE firm, including an owner-operator who is certified as a
DBE. The DBE who leases trucks from another DBE receives credit for the total value of the

transportation services the lessee DBE provides on the contract.

The DBE may also lease trucks from a nonDBE firm, including an owner-operator. The DBE who
leases trucks from a nonDBE is entitled to credit only for the fee or commission it receives as a result of
the lease arrangement. The DBE does not receive credit for the total value of the transportation services

provided by the lessee, since these services are not provided by the DBE.

For the purposes of this paragraph, a lease must indicate that the DBE has exclusive use and control over

the truck. This does not preclude the leased truck from working or others during the term of the lease
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with the consent of the DBE, so long as the lease gives the DBE absolute priority for use of the leased

truck. Leased trucks must display the name and identification number of the DBE.
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AUDIT DISPOSITION

Date:

Agency Name:

Federal Project Number:

The following information documents the disposition of the required preaward (prenegotiation) audit
in 23 CFR 172.5 (c). This form shall be completed for each consultant contract with participating State
aid highway funds, that exceeds $250,000 and for contracts less than $250,000 where:

. There is insufficient knowledge of the consultant’s accounting system.

. There is previous unfavorable experience regarding the reliability of the consultant’s accounting
. The contract involves procurement of new equipment or supplies for which cost experience is
. A consultant contractor has been designated by the State or Federal government as a high-risk
Check appropriate box:

EXHIBIT 10-K
Audit Disposition

prescribed
or Federal-

system.
lacking.

recipient.

Caltrans Performs Preaward Audit ® Caltrans’ Audits and Investigations performed the preaward audit and informed the

local agency of its findings. The local agency resolved any outstanding issues and found the consultant
satisfactory.
Local Agency (or hired CPA) Performs Preaward Audit
. Preaward audit completed. Consultant found satisfactory.
. A courtesy copy of the completed preaward audit was mailed to Caltrans’ Audits and Investigations on
(date)
Signature of local agency financial/auditing officer
Title
Distribution: 1) DLAE
2) Project Files
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EXHBIT 10-K Audit Disposition

EXHIBIT 10-L
Preaward Audit Notification Letter
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EXHIBIT 10-M

Standard Audit Program Procedures

Preaward Audit
IName of Contractor)
Sample - Audit Program

WP Ho:
Pudii Ne:

Contract No:
Baditer:
Reviewsr:

TAUDITOR | WORKPAPER
CINITIDGATE  § F_EE it

Furpoase

The pwpose of & preasard evaluation is 1o provide the appeoving suthonty wilh professional
atvice on scoounting and financial matlers and bo assist in the awand and administration of
proposed consuliant coniracks. ¥ also alerts beth the consulam and the approving aulhonig
to potential problams relstie to tha Corsullant’s basic agremmanlecostiprice promopsl,
proturement procedures, or cosl scoourding sy slem

SCOPE

The sxammation shall include reviews of applicable lsws and regulations, the contract
requirsments, and the Coniractors =ysiem of intemal controds. Audit 1ests of acCouniing
recards and such ofher awdiding procedures considered necessary to meet the objecties wal
be corducted  Agplications of audd procedures will be govemed by The indiidusd contract
under audit

STANDARDS

The awdi & to #e conducted in accerdance with generally accepted governmanial audting
slandands

| APFPLICABLE RULES AND REGULATIONS
1. Contract Prowsisne
2. @FM 43 Par 11- Federal @ost Ekgibiliy
3. CFM. 48 Port 18 Lnifors Adminziedive Renuiramants
v ORIECTIVES
Te To determire if the congultant agreement speclcally
provdides for the falleing:
0 thres-year moond retention pemod and nghl 1o audi
] method of payment
o references 1o cost principles sel forth in CFR 43, Chapler 1¢ Pard 31 for
alireesbiley of indradusd fters of cost; CFR 49, Part 18, for
administrative procedures; and OMEB Circular A-110, for nonproft subrecipsenis
& To determire if the Consubar’s cosl proposal corfains a breakdown of the
pstimate for pedforming the work, and that the progosed costs ara reasonsble in
relation 1o aciual Fesloric costs and eslimalng procedures.
d: To determire i the Consullan's cost accounting System is capable of
accumulating reasonable, allocable, and allowable costs
Wi FPRELIMINAR Y ALENT STEFRS
1. Ressawy 1k peogrmsad cantract.
A Dacument yeur review snd riste any pxcaptions nesded to ke mcluded on 1k
audil répes
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2

Mole

Heview the permanent file

a Ageedain the nalune, lemeng, and exterd of the la21 inlernal eardral and
:an:c-uunlmg SYSTE rEvienw

Review tha cosl proposal.

a. Bealemning f the Consultan's costfprice proposal containg &
braskdown of tha astimate for performing the work

b. Fogt and extend cost data.

= Cibtain missing cost proposal information, if necessany

d Compare dala with permanent file  Oblain updaled cost informatuon, #
AECESS ATy

@ Cormiment on unusieal amounts, unfavorable frends or differences

bebwaen current and pas| coats

i Recaiculale cosl praposal m conaideration of sy sudit
exceplions

@slamning scope of audi.
a ®@mil audit step 2 (fiekd wark) if
= arecent audil found the accounting system adequate, and

= lhe sccounting system is adeguate 1o sccwmulate and segregale
addiional contract cosls.

b IFihe accounding sysiem has not recently been reviewed ar dees oot
appear 1o be able 1o take on addgional contract cosis, discuss the
nature, timing, shd exient of sudi procedurss with superdsor.

Frepare preliminary Audil ®an and Time Budget

Contact the Contract Administrator to infoem himfer of the Sallowing:
a Schedulad daie of field wark

4] Tarativa complation data,

c Ay andicipated problems, sic

The Conlract Adrministrator should be kept abreast of all perlinerd audil isswes Any
prablems in oblaming necessary informaban, gle,, should be dseussed wilk hirher
irnenadiately and docwnented in the wink papers.

Vi |AUDIT STEFS - FIELD WORK

1.

Contact the Contracter amd arange a date for the audil.

& Irform the Contractor f the typa of information, recorda, and
parsonnel neadsad, and amsnga for work Gpace.
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Standard Audit Program Procedures

Request that the Conlracior prepare schedules of 1he
calcutations of sl biling rates such as overhesd, fings banefits,
irrhouse drect cost billing rates and any other rales used in
biling. I possibla, hawe these schedules sant to the auditor fior
reviess Before the date of feld work.

Irguire whethes the Contracior has besn audted within the
prevous yaar by the DAL or similar Fedaeral agancies, or has
hiad an independent CPA revew overhead, intemal contmls or
progect cosling systems, If so, cbdain a copy of the awdi repart
andfor rewiew working papers for consideration when

eaaluating inbemal controls, overhead rates, efc

Prepare and send an engagemenl lelter to the Canlracics to
confirm 1ha above discuszion. Send 5 copy of the leiter to the
Cortract Adminisirator

Condisct an entrance confarence wih Ihe Consullant 1o
ansure covarage of the mllgwing

Purpose, scope and objactive of the preaward evaluation
Anticipated trne frame of audd field work.

‘Whather the Consultant is familiar with CFR 48, Chapler
1. Part 31, Hnot, Corsullant can call (202) 783-3228

o obtain a copy of these reguiations.

Records, ete. meaded to perform the sudit.

eniion to keep Consulian updated on audd progress
and to descuss all audid excapbons pror 1o issuance of
an audi repart.

Documentation of the entrance confaranca in the work
papens

Vil | Condrad Shruclfure Sorvey

Rewes and avaluate the Contracior's intemal control shruciure

Prepare or updale a wiilten narrative, lowchart and'or completed
irdernal condrol questionnaing which sdequately describes the
accounting sysiern mcludng significan siemal conlrols ooer
contract costs in onder to sdeguataly plan the sudit and test the
vanous applications. Thes understandng should include knowedge of
the Contracios's comirol emvironmant, accourding system and controd
procedures. Generaly, the relevant policies and procedures perain 1o
a Contractor's shibty fo record, process, summarnze, and repor
contracl and financial sdormation and to ensune complance wih
applicable laws and rmgulations

Selectively examine [test) the accounting records and underdying sowce
documsants only to 1be extent necessary to determine if the aystem has the ability
to accumulale and segregate reasonahble, allocable and allowable costs thro
the u=e of & cosd accounting system. The following are some of the attnibd
which should idealty be found in such & syslem

h
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Standard Audit Program Procedures

Charl of accounts (direct and indireci accounts).

Segregalion of cosls by conlract, calegory of cost and
milesiones (if applicable).

Proper recording of direct and indrect cosis  For
example, separate accounts should be usad for direct
lbor, indirect iabor, vacation, holiday, sick leave, ete.

consistent accounding treaiment of costs in recarding and reporting
Abiliy 10 frace from imvoices billed Lo job cosl records

and original, appreved sourca docurments to the ganeral
ledyei.

Prepare & summary of the irernal condrol struciure and cosl accounting 6ysiam. The

swmmary should include or reference 1o & control risk a=sessment. Finplize Audit Plan

document

Evaluation of costipnce data

a.

Obtain source documends analfor other criteria uged to establish the
costfpnce proposal

Evaluate the propriety of direct lebor costa.

a.

8.

Sglact & represaniative sample of amployae timashams (cads) and
ez the hourdy extensions

Traca howrs ie the payroll joumal and compare hourly ratesi paid 10
the rales subrnited with the costfprice proposal.

¥ applicabla, compare proposad direct labor rates 10 prevailing wage
ahd urson labos rates.

¥ owarlime is proposed, doas the Consuland have procedurss to ansure and
docurnerit eguitaile overtime charges 10 geverniment and non-geverniment
coniracts?

Prepare a labor rate anelysis snd camment on variances.

Analyze indirecd costs (finge benedits, overhaad, ganeral and administrative).

Regquas! wrillen varification of an approved evethead rate, f available
([DCAA or oiher gualified entily).

Oblain a writen breakdown/schiedule of cosis included n the riles
Trace the indirect rale achedule to the general ledger.

Scan the indiracd cost accounts in 1he genaral ledger for
unallowable costs.

hing
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EXHIBIT 10-M

Standard Audit Program Procedures

Test the Consultart's pioposed rale by eampanng 1he
irdividual iterma of cost for sllewabilny and fair
preserisdion with CFR 4B, Ch 1, subpart 31.203

c Sehiedule all dizallowed costs
i Recalculate the overhead raie and comment on vanancas.

Evalusale the propuety of olher direc| cosls (malenals, bansporiation, equiprment,
per diem, sic.) and Subcontractors.

3 Determing {he melhods used fo esiablish the cosl matenals,
transporlation, and per diem elc.

b Compare proposed rates or costs wath prevading rsies of past pEperiences

c Determune H drecd cosls are independent from the
indiract cost pood

d Schedule all costs which do not appear to meel the
chtera established in CFR 88, Chapter 1, Subpart 31.2.

Evalyale the peoposed ficed fee

A field work progresses, keep the Cantreliar or ether confact person awars of
the findings or problems &5 they anse. Resolve the matlars if poseible  Documenk
these corversations i the work papers

Evaluata the Contractors financial capawilty - Ratio Anslyais

Frior to compietion of fid work, discuss all exceplions with the consuitand ensuring
coverage of:

- Scope and obectves of the preaward awdi.
The candtion, cnteria, cause, effect, and recammendation Tor ¢ach
exception noled.

- Caltrans’ reviesw process and repading proced ures.
&y questions the Consulant may have

B4 |[COMPLETION

1

Complete work papers to assure that they ame proparty headed, indexed, signaed,
daled, and cross referenced. In addtion, each work paper should inchade, ar be
reference 10, 8 statement of purpose, source, analysis and conclusion

v Prepare an audit summary which documanis the purpose, obhjecties, proceduwes,
resullsfconchusions anrd recommendations.
3 Cross refarence all excaptions to the apprognale work papers.
4 Fiepare drafl audil repor
Page 10-73
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5 If necessary, schedule a cloge oul confenence with the Cansullanl 1o discuss any
excaplions not discussed or resolved as of completion of Tieldwerk. Also, if
rnatenial findings are identified, the Conrdract Advninistrator should also ke
contacted Oocurnenl these conversationconlerencas

b Complete audit assignment cand.

7 Lpdate the permanert fila.

3 Submil completed work papers and drafl audit reporl o Superdsor for final niid
9 Frepare final repsrt and disiribute as follows:

L

Original - Requester

i Reguester is headquarters than:

1 copy - Headquarters Contract Office
i Reguester is District than:

1 copy - District Cortract

Officer or District Consulam Senices

-

. 1 copy - Audit file (Saction B)

A 1 copy - Chronolegical File (Audit Reports Bindar)
% 1 copy - P File (Audd Repors Binder)

" 1 copy - Audit Cffice

1 copy - Supenisar

MNOTE A "cc” nodation is needed on 1the final repon for
repoits distributed outside of the audils office.
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INTRODUCTION

The purpose of this broghure is to outiine
for you, a povential tﬂl‘&‘a{tﬂr with the
Californiz State Department of Trans-
portation {Caltrans), the basic elements
of an adequate accounting system, and the
types and objectives of audits that will be
performed in relation to your contract. In
order to successfully compete for a'con-
tract and meet the audit requirements, a
contractor (whether a prime or subcon-
gractor) must have a system of record
keeping and intermal cmtrpl,%wgﬁ

a specific cost ac:nunth]_qﬂ?‘i}n“flk not
required, a contractoripesty a system
which will assure i:nmplgnm with the
terms of the agreement. A proaward audit
will be preformed to assure you meet
these requirements prior to contract
eocution, I your system is deficlent, the

contract will not be executed. .

Caltrans reimburses, thn:rugh your

averhead rate, the costs attributable
to establishing and malntalning a cost
accounting system.

Staff tima and athor costs related to
an audit performed of your contract are
normally reimbursed through your over-
head rate.

ACCOUNTING SYSTEM

Contractars | whesther s [T O suhCoRITHEIOr ) plianmig L
comirmel with Coltmns mosd have am aecoindisg sy siem whil

mneets e Jolkow Be ofjestives

w e wliy o ol st repart il datn i accondanes

with penerally o L 1 oot i gl

A system ol recond keaping i ensisrs i costs et

L AETNE e
me Suppofied by sidequnie docmugnniina

b Inct TIPEEnEE Wirh Ene IErms o the coemract i apmplicy

!‘!|L', | ederal and sale repulation woyiay (1| e Conln

w A svsigrn of eoond kespang weully melodes the follewns

a. General ledger

b. Job cost ledger

. Labor distribartions
d. Time recards

o Subsidiary journals
. Chart of iccounts

g Financial statements

a The shilsy i nocamislsse snd wegregue reasonahle, ol koealsd

Hiecurred slely (or s peaect ) pnd alkesabie per 1erms of s
coaract | cosas thimoughs e wss ol g cosd pocomtid ne syslemn
TEes folloswanp aic woane of the alinboies which would mleafly

. & chart ol socpumis which ineledes indEreet aml disec
_,".'l'i.".l| |l'.l!_'l'| aeconnes, lndireoy ciwsss are o s lcally
dlenintsed o prosget, Do esaimgile, reol nnddor iilaics

Uinreet wosds arg specifically identiied with @ projedt, foe

eadtmple. drafling hiwes anidéor design hour

b Segreganon of cosie by conrmer, puregory of cosi mi

miksiomes (il applicahled

E. Pt reciiling of dlliroct il et cosls For esmple,
recopling ol Labaor cosas shoold peonvide tlial nosspraject
bk hoves be recosded om g dime sheel and in the
ul'l."'l.llllll_.' recieds 1o un ;w.l"lil'l' PN, VECTILIN, SiCE
leave or pther imdirect ol scomimtionde. e (LEL Y
lours shonkl he recorded om a time sheel und in ik

eininnng el ey W d e e eed cisl pocisanibc e
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0 eciwding c. Aubsarianon wid reconl keeping procedures whik
s 1% cRaarpedl grewviile clechive neoosyime contiol e gesels lialsh
b wryed o Bhes, rEveEnues, ampl '-|||_-||||.III Uh

sl 4% i L !
d A syvsldim o practioes 8o B Tollowed fi Die perforusnce
irsanle Pt 2
af difies ol Bindions. Sich o eysiern normslly e e

led v & plies und proodires winch establish the purpese o
reguiremchts of the occosinting sysiens. For exongple
e Caltruns timekeeping practices should ideslly proyide for the
niree Ui Tullowing:
RS L
v e sheets e prepaned, sipeed and daeéd by sl
cmplinecs
s AR |

» Time ebevts be oampleted i non-crsabbi ink

¢ sl cormock o s e oressed oot and  imiiasled
e Ul ol

i the exnployee.
Hppulslion

o o = Lime sheels be sy nedd by 3 JHUESRT L g o e

I Coten and rewsaned vin lile us e By che cossie®

&, Persoies] wille skalls il (Riniiee commemsiiiale « il

erhend e 1B responsen s

f. Aosysiam af miernal revew, Tor example, bark recon
st o ciltatsine piud travel expense clomes shoald ke reviewed.

npproved, ond signed by asupervisiorn
| (R
il

reanoni s

fiti, eescoils

HILANTIES e
It elemenis

1 il ires
Iy eTean
al crrors o
mess. For
wrild e did
k slulemeni

1 e diffienem

I_\ RTE i e
e al thelh
shig ksl
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AUDITS

L odiiractiors, whcthoi o i (o § ibconiracear, poerloernbig

anider 4 negodiated ocomruct wits € nltruns arc sibrecy o 1w

{olkrwing audils

w Preamward Audits: Prior b ihe iwand of g comis
' UCalbsrams Aanlits pmt Imvestigmicss will comduo p premvand
mulit i0 delerming if the @mimacion’s sccosmnimyg syslom
I plegusibe o pecurmislole pnd sepeepole Costs as detinlled
I (b pirey s sEcriie and 1 deternsineg ol e proposed
oy g ressimable. The amlit alerts both the contracion
und Caltrans munpgemes) 1o peobdenks selalfive te 1k
COMITRCICT & DAl :.“Ill;l{l'nll anil cisd pCoolnng sysiem (113
i lime constrainly m b ssanl process, your coopenil=ii
im scheshulimg vhe preowand awdin with shon roeice will
expedine the execution of your conires

& Interim Audits: Inienm midits are performes] on an as
niednkad bass, During the preawarl audil, of 0 = detieminned
(lsmt nhe conbracnsr™s accisuiing sysiem ks new or mieare
deficiencies 2re noled, an ntcrim mmdit is schedaliod 0
determiling Uil e svsieii s Dt iniing akegisiely W amsin
it hilled costs e

were corrocied. Al nievat audin mos b rogussizd by

wipporied and 1hat any deficiencies

e conivacet adminisrsior on by Cobirnns musagensen)
1o aiddress concerns dun ng Ihe conrse id 1Be contmict
Albse, un mnlal psamager iy imbale an alernn pudil of
P e COTCT 11 Enalmr Tl cists resmlarsed e dane

are allaable

m Post Auditss Post auciis of costracts are perlormel ros-
ey nler peogdsy coemipdenion, Pos audirs are pertormed
10 determine wheiber the costs cloimed are allowabde,
ulluszble, reasomablic, sl in cosmpfiamce wiih the Federol
anid Sue lews gml regublitimns o weell ws the fiseul g
sions stipolsted in the comract The examinuion inclides
reviews of apyilacable Liws anil regulnbioms, the contrac
requaremernts angd the comractor s imernul concmol IR
Aastdid dests ol ibe comtmactor’s accounting reconds and
et abdinmng procedured comislersd pecessary will ulsn
he perfremel. Applecations of all sudil procedames wonld
ulser be pevernel by the midevibasl coofrect umler auili
U sy oF winnllosable <oists e i||i|‘|.l.||_\ e resli
of wenknesses in the accounting system and will be
reimbaarsad o Calirans

Tis prowidhe contracbors with a procedune Tor obiaining
e il equiahle resolugion e s gdspete arsieg fros Jd
miwd atmlit of o e ighwoy comstnection cost reimberse
el coitract, L alittns hes estiblishied on Al ey i
Commaees | ARD), Indormapan exploiming dee AR should
b lomimnd an o corftract andfor @8 o aflochiseni fo thé pst

aulif repon

AUDIT CRITERIA

For apecilic imformation reganling ksl

Ll SCoalimbng
vwstems und applicohle Stase and Federal regulubone, phease

e I Falliwing

s Codo of Federal Regulations 48, Fedoral Acquisktion
Regulations System, Chapeer |, Part 31 This rego
lagiom coniains coal principles and procedures Lor the
prcimg ol eonfrpersssuboonoracts and 1he dersmmenanmm

negmbiniio, or allwwance of cosis, Conlscr:

Superintendent of Docurments
Govermment Printing Office
Washington, DC 10407

‘Washington, D.C.
Sarm Francisco

L Aungabini

& California State Administracive Mamusak A relerence
sorve for simewide pidicies, proceihses, regolutions and

{102) 5121800
{415) 5122770
{213) 139-7844

pnborimat joe, Laiinme

DMice af State Publishing,
Deparcrment of General Services
Call for arder farm: (F148) £45-22%5,
Far review ol the above relerences. contact Yosr local [irsn

il the Ll Tesrenin Sl LB

Califnenks Stats Library

Library and Cowrts Bullding

¥4 Capitnl Mall, PO, Box 94710317
Sacremento, TA J4I37.0001

indormackom (T3 4540241
For sssisimece i estuldishang s accomaniing system which
etk ot the phpectives putlioed i this beochure, you slioekl
A o poovmnbost oo Book kegper who js Gamdliar wigh

ok BCCnnnng §yniemis

B armame o A amrmai g avtes

sl Frfigianas o iyl o Fiisll rFuRLwEs. § I T

IARAN T kAT L asasy iniln

vl rednied )

w1y A viindl ertgmi e,

TR T AT C vy Loy JPIpusiiinbs e ARIUg B F LY
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EXHIBIT 3-A
Request for Authorization to Proceed with Preliminary Engineering

REQUEST FOR AUTHORIZATION
TO PROCEED WITH PRELIMINARY ENGINEERING (PE)

Local Agency Letterhead

To: (DLAE Namee) Date:
District Local Assistance Engineer (Federal Number)
Caltrans, Office of Local Assistance (Project Description)
(District Address)
Dear (DLAE Name):

In order to begin reimbursable preliminary engineering for the above project, we request that you secure Federal authorization and
obligate funds for this work. The amounts requested do not exceed the Federal funds provided to this agency in the approved Federal
TIP/Federal Statewide TIP (FSTIP).

Attached are the following documents that are required to authorize this phase of work:

Request for Authorization Package

U Completed Project Prefix Checklist (Exhibit 3-E)
Completed Finance Letter (Exhibit 3-F)
O Completed Data Sheets (Exhibit 3-G)

Field Review Form (Exhibit 7-B)

U Completed Field Review form, or
I will not be preparing the final design at this time. I will transmit the Field Review Form at a later date.

Environmental Document

[l Approved Environmental Document

Type of Document

0] Approval Date

I have not completed the environmental process and will not be preparing the final design at this time. I will transmit the
Environmental Document at a later date.

Pre-Award Audit

Completed Audit Disposition (Exhibit 10-K), or

Audit Disposition was not completed because Federal-aid or State highway funding will not participate in a consultant

contract, or

Preaward audit was not done because the consultant contract is for $250,000 or less, or

I will not submit the Audit Disposition at this time. I will submit it to the DLAE prior to entering into a contract with the
consultant(s).

OO 0Od

I understand that invoice requests for payment will not be processed until an Authorization to Proceed (FNM-76 or E-76) and
Program Supplement Agreement have been executed.

(Check which of the following applies)

O plan to request early reimbursement and invoicing for PE costs as incurred. As indicated above, [ have included a
completed Field Review Form. I am also including the “Agreements Checklist” (Exhibit 4-A) request forms with this

0 transmittal and request that the agreements be prepared now.
I do not plan to invoice for PE costs until this phase of the work is completed. I will transmit the “Agreements Checklist”

at a later date.
LPP 00-05 December 15, 2000



I will not submit any invoice request until I receive notification that the FNM-76/E-76 and Program Supplement Agreement have
been executed.

Page 3-17
EXHIBIT 3-A Local Assistance Procedures Manual Request for Authorization to Proceed with Preliminary Engineering

CERTIFICATION

I certify that the facts and statements in this “Request for Authorization Package” are accurate and correct. This Agency agrees to
comply with the applicable terms and conditions set forth in Title 23, U.S. Code, Highways, and the policies and procedures
promulgated by the Federal Highway Administrator and the California Department of Transportation relative to the above designated
project.

I understand that each succeeding phase of the project will require a separate authorization to be eligible for Federal reimbursement. |
further understand that this Agency is responsible for costs in excess of the Federal funds obligated and all costs incurred before it has
received FHWA “Authorization to Proceed” for that phase of the project.

Please advise us as soon as the authorization has been received. You may direct any questions to (Name ) at (phone number
).
Signed Title
Agency

Attachments Page 3-18
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