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Terms Used in Report

Terms/Acronyms Definitions

A&E Architectural and Engineering

ATP Active Transportation Program

Benefits

Also known as outcomes, benefits are non-physical 
improvements, such as congestion reduction, air 

quality improvement, improved safety, or economic 
development1. 

Caltrans California Department of Transportation

CCO Contract Change Order

County County of Monterey

Commission California Transportation Commission

CFR Code of Federal Regulations

DBE Disadvantaged Business Enterprises

Deliverables
Also known as outputs, deliverables are the actual 

infrastructure, such as buses, bike lanes, transit lanes, 
and HOV lanes1.

ICAP Indirect Cost Allocation Plan

ICRP Indirect Cost Rate Proposal

IOAI Independent Office of Audits and Investigations

Procedures Manual 2016 Caltrans’ Local Assistance Procedures Manual

Project The “Castroville Bicycle/Pedestrian Path and Railroad 
Crossing” project

RFP Request for Proposal

RSTP/RSTBGP Regional Surface Transportation Program /Regional 
Surface Transportation Block Grant Program 

STIP State Transportation Improvement Program

¹ The Commission’s Senate Bill 1 Accountability and Transparency Guidelines referenced these 
terms. We obtained the definitions from the Commission’s presentation at a Senate Bill 1 Program 
Benefits Workgroup held on July 19, 2019. 
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SUMMARY
The purpose of this audit was to determine whether claimed and 
reimbursed costs for the “Castroville Bicycle/Pedestrian Path and Railroad 
Crossing” project (project) were allowable and adequately supported in 
accordance with the California Department of Transportation’s (Caltrans) 
agreement provisions and with state and federal regulations. In addition, 
we determined whether project deliverables and benefits reported to 
Caltrans were achieved and consistent with the project’s scope, as 
described in the executed agreements. 

We obtained reasonable assurance that the costs claimed by the County 
of Monterey (County) that were reimbursed by Caltrans for the project 
were allowable and adequately supported in accordance with Caltrans’ 
agreement provisions and state and federal regulations, except for 
$1,119,018 in questioned costs. Specifically, the County did not follow 
various state and federal procurement requirements. 

We also determined that the project’s deliverables, including a bicycle/
pedestrian path and bridge over the Union Pacific railroad tracks, were 
consistent with the project’s approved scope. However, with respect 
to the project’s benefits, we noted mixed results: although the County 
reported that it achieved one project benefit of providing a safe route 
for pedestrians and bicyclists to cross the railroad tracks and connect 
to schools, shopping centers, and businesses, it did not meet another 
project benefit of increasing user counts for pedestrians and bicyclists. 
For the latter benefit, the County reported that its user counts actually 
decreased after it completed the project. 

Finally, we found that the County did not submit its Completion Report 
and Final Delivery Report to Caltrans in a timely manner. 

²Finding 1’s questioned costs includes this amount and listed separately for presentation 
purposes only.
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INTRODUCTION

Background

Senate Bill 1 (Chapter 5, Statutes of 2017), also known as the Road 
Repair and Accountability Act of 2017, provided the first significant, stable, 
and on-going increase in state transportation funding in more than two 
decades. Caltrans administers various programs that provide federal and 
state funds, including Senate Bill 1, to local agencies. Included among 
these programs are the Active Transportation Program (ATP), State 
Transportation Improvement Program (STIP), and Regional Surface 
Transportation Program /Regional Surface Transportation Block Grant 
Program (RSTP/RSTBGP). Since the California Transportation 
Commission (Commission) recognizes the ATP as a Senate Bill 1 
program, the program is subject to state guidelines, including the Senate 
Bill 1 Accountability and Transparency Guidelines, regardless of funding 
source.  

PROGRAM DESCRIPTIONS FROM CALTRANS’ WEBSITE
ATP. The ATP consolidates existing federal and state transportation programs into a single 
program with a focus to make California a national leader in active transportation. The purpose 
of the ATP is to encourage an increased use of active modes of transportation by achieving 
the goals of increasing the proportion of trips accomplished by walking and biking, increasing 
the safety and mobility of non-motorized users, advancing efforts of regional agencies to 
achieve greenhouse gas reduction goals, enhancing public health, ensuring that disadvantaged 
communities fully share in the benefits of the program, and providing a broad spectrum of 
projects to benefit many types of users. 

STIP. The STIP is a multi-year capital improvement program of transportation projects on and 
off the State Highway System, funded with revenues from the Transportation Investment 
Fund and other funding sources. The STIP is adopted in even years, lists projects primarily 
programmed to increase the capacity of California’s transportation systems, whether on state 
highways, local roads, or transit systems.

RSTP/RSTBGP. These funds are apportioned by Caltrans per California Street and Highway Code, 
Section 182.6. RSTP/RSTBGP funds are used for research, planning, construction, improvement, 
maintenance, and operation of public streets and highways (and their related public facilities 
for nonmotorized traffic), including the mitigation of their environmental effects, the payment 
for property taken or damaged for such purposes, and the administrative costs necessarily 
incurred in the foregoing purposes.

Sources: Excerpts from Caltrans’ website on the ATP, Caltrans’ website on the STIP, and Local Assistance 
Program Guidelines, Chapter 18. 

https://dot.ca.gov/programs/local-assistance/fed-and-state-programs/active-transportation-program
https://dot.ca.gov/programs/local-assistance/fed-and-state-programs/state-transportation-improvement-program
https://dot.ca.gov/-/media/dot-media/programs/local-assistance/documents/lapg/g18.pdf
https://dot.ca.gov/-/media/dot-media/programs/local-assistance/documents/lapg/g18.pdf
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In 2016, the Commission allocated $913,000 and $6,637,000 in 
ATP and STIP funds, respectively, for the construction of the project, 
located in unincorporated North Monterey County in Castroville, from 
the intersection of McDougall Street and Salinas Street to Castroville 
Boulevard. In 2017, the RSTP/RSTBGP funded an additional $1,177,181 
to the project. The purpose of the project was to construct a bicycle/
pedestrian path and bridge over the Union Pacific Railroad, providing a 
direct connection from the town of Castroville to the Castroville Boulevard. 
Project completion would close the gap to an existing bicycle path on 
Castroville Boulevard and the Moro Cojo subdivision (a route used by 
students to get to North Monterey County High School and Elkhorn 
Elementary School). Project completion will also offer bicyclists a safe 
alternative route to schools, work, shopping centers, and recreational 
activity centers. Table 2 includes additional project details.

³The SB1 Accountability and Transparency Guidelines define a project complete and 
operational when the project is within six months of construction contract acceptance or 
the project becomes operable (open to the public), whichever comes sooner. At that time, 
a local government agency must submit a Completion Report to Caltrans.
⁴Unused funds of $42,337 ($6,637,000 - $6,594,663) was de-obligated in 2019.

https://catc.ca.gov/-/media/ctc-media/documents/090418-final-amended-accountability-transparency-guidelines-a11y.pdf
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Figure 1. Proposed Project Map Obtained from the Application

Source: County of Monterey 

Community ofCommunity of
CastrovilleCastroville
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Figure 2. Photo in 2014 Before Construction

Source: County of Monterey 

Figure 3. Photo in 2022 After Construction

Source: https://maps.google.com

Figure 4. Photo in 2022 After Construction 

Source: Independent Office of Audits and Investigations

https://www.google.com/maps/@36.7671358,-121.7467296,3a,75y,347.11h,79.26t/data=!3m6!1e1!3m4!1srid9Knd50kmrd02w9Lo0yQ!2e0!7i16384!8i8192?entry=ttu
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Although state law authorizes the Commission to allocate funding, Caltrans 
provides administrative oversight and ensures that funded recipients follow 
the terms and conditions of the Commission’s Senate Bill 1 Accountability 
and Transparency Guidelines. These guidelines state that as a condition of 
receiving funds, the implementing agency must adhere to various reporting 
requirements. Refer to Table 3 below for descriptions of key reports that 
the County must submit to Caltrans, such as the Completion Report and 
Final Delivery Report. 

 
Completion Report

Within six months of construction contract acceptance or the project becoming operable 
(open to the public), whichever comes sooner, the Implementing Agency shall provide a 
Completion Report to the Department on the scope of the completed project, its estimated 
final cost, estimated schedule, and project benefits as compared to those included in 
the executed project agreements. Additionally, the Completion Report shall describe the 
methodologies and assumptions used to evaluate how the project benefits were calculated as 
compared to the methodologies and assumptions used in the executed project agreements. In 
the event the project benefits identified in the Completion Report differ from those identified 
in the executed program agreements (cooperative, funding, or baseline), the difference 
must be noted, quantified, and explained. Documentation used for the benefit evaluation 
shall be preserved and made available for review by the Department, the Commission, the 
Transportation Inspector General, Department of Finance, and/or the California State Auditor, 
if requested. The Completion Report should not be delayed due to claims, plant establishment 
periods, ongoing environmental mitigation monitoring, or other reasons.

Final Delivery Report

A Final Delivery Report must be submitted within 180 days of the conclusion of all remaining 
project activities beyond the acceptance of the construction contact to reflect final project 
expenditures, any changes that occurred after submittal of the Completion Report and an 
updated evaluation of the benefits. The Commission may include this information in its annual 
reports to the Legislature.

Source: The California Transportation Commission’s Senate Bill 1 Accountability and Transparency Guidelines

Table 3. Definitions From the California Transportation Commission’s Senate Bill 1 
Accountability and Transparency Guidelines
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SCOPE AND METHODOLOGY
For this audit, our objectives were to determine whether the costs 
that the County was reimbursed for by Caltrans were allowable and 
adequately supported in accordance with Caltrans’ agreement provisions 
and applicable federal and state regulations. In addition, we determined 
whether the County came through with its deliverables and achieved the 
benefits reported to Caltrans within the project’s scope, as described in 
the executed agreements. 

We gained an understanding of the project and identified relevant 
criteria by reviewing the applicable federal and state regulations, the 
Commission’s and Caltrans’ guidelines, executed project agreements, 
project records, the County’s policies and procedures, and prior audits. 
Specifically, we reviewed the following: 

•	 2014 and 2019 ATP Guidelines
•	 2015 STIP Guidelines
•	 Commission’s Senate Bill 1 Accountability and Transparency 

Guidelines
•	 2016 Caltrans’ Local Assistance Procedures Manual 
•	 County’s application5

We performed a risk assessment, including identifying and evaluating 
whether internal controls significant to our audit objectives were 
properly designed and implemented. Our evaluation of internal controls 
focused on the County’s review and approval processes of costs and 
contract procurement. As part of our audit work, we identified significant 
deficiencies related to the County’s internal control environment.

In addition, we assessed the sufficiency and appropriateness of 
computer-processed information that we used to support our findings, 
conclusions, and recommendations. We assessed the reliability of 
data obtained from WinCAMS, the County’s financial management 
system, used to identify and track project costs. Our assessment 
included reviewing information process flows, testing transactions for 
completeness and accuracy, and determining if selected costs were 
supported by source documentation. We determined that the data were 
sufficiently reliable to meet our audit objectives. 

Based on our planning, we developed specific methods for gathering 
evidence to obtain reasonable assurance to address the audit objectives. 
Our methodology included conducting interviews with key personnel, 
analyzing relevant documentation, and testing transactions related to 
claimed and reimbursed costs. Appendix A details our methods. 

⁵The 2014 Active Transportation Program Guidelines (page 8) describe the project 
selection process, which requires an agency to submit an application for consideration in 
the statewide competition. 
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We conducted this audit according to generally accepted government 
auditing standards. Those standards require that we plan and perform the 
audit to obtain sufficient, appropriate evidence to provide a reasonable 
basis for findings and conclusions based on our audit objectives. We 
believe the evidence obtained provides a reasonable basis for our 
findings and conclusions. 
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AUDIT RESULTS
Based on this audit, we obtained reasonable assurance that the costs 
claimed by the County and reimbursed by Caltrans for this project were 
in compliance with the executed project agreements and applicable 
federal and state regulations, except for $1,119,018 as noted in Findings 
1 through 4. We also determined that the project deliverables, including 
a bicycle/pedestrian path and bridge over the railroad tracks, were 
consistent with the approved scope. 

As described in Finding 5, the County reported in its February 2020 
Completion Report that it completed the new path and pedestrian 
bridge, which it indicated now provides improved safety for bicyclists 
and pedestrians. However, the County reported in its Final Delivery 
Report dated July 2022 that its user counts for bicyclists and pedestrians 
decreased following the completion of the project. Moreover, the County 
submitted the Completion Report and Final Delivery Report late. Appendix 
B includes a summary of the project details, including the audit results.

Finding 1. The County Did Not Comply with Various Federal 
Procurement Requirements, Causing Us to Question the Amounts 
Reimbursed by Caltrans Related to Four Contracts.  

Condition
The County’s process of awarding four architectural and engineering 
consultant contracts did not comply with federal requirements and 
Caltrans’ agreement provisions. For these four contracts, which 
involved three different consultants, the County did not retain sufficient 
documentation to demonstrate that it provided fair and open competition, 
obtained a fair and reasonable price, and verified the awarded 
consultants’ eligibility. Due to these significant deficiencies, we question 
the entire amount of $1,056,214 that Caltrans reimbursed the County for 
these consultants’ costs. See Table 4 for a breakdown of the amounts 
awarded and reimbursed, by contract.
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Table 4. Total Amounts Awarded and Reimbursed by Caltrans, by 
Contract

Contract # Consultant Contract 
Description

Contract 
Award Amount 

Between the 
County and 
Consultants

Amount 
Reimbursed 
by Caltrans

1 Consultant A Construction 
Management $961,091 $961,063

2 Consultant B

Engineering 
Services 

and Other 
Assistance

$1,094,058 $59,532

3 Consultant B
On-Call6 Civil 
Engineering 

Services
$300,000 $24,6707

4 Consultant C

On-Call 
Geotechnical 
Engineering 

Services

$300,000 $10,9496

Totals $2,655,149 $1,056,214

Source: Contracts between the County and the consultants. 

We identified procurement deficiencies that we determined had ultimately 
compromised the integrity of the County’s procurement practices, calling 
into question whether it properly awarded these contracts. Refer to Table 
5 for a summary of deficiencies. 

⁶The Procedures Manual defines on-call contracts as “a contract that may be utilized for 
a number of projects, under which task or work orders are issued on an as-needed basis, 
for an established contract period and maximum total contract dollar amount. On-call 
contracts are typically used when a specialized service of indefinite delivery or indefinite 
quantity are needed for a number of different projects, such as construction engineering, 
design, environmental analysis, traffic studies, geotechnical studies, and field surveying. 
Consultant selection is through a two-step process where step one establishes an on-
call list of qualified consultants and step two is for subsequent project work that will be 
procured through individual competition or mini-RFPs (task order) amongst the on-call 
consultants”.
⁷This amount represents task orders charged by the Consultant specifically to this project. 
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Table 5. Summary of Procurement Deficiencies
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Source: Analysis by the Independent Office of Audits and Investigations.
Legend : √-Yes	 X-No	 NA-Not Applicable
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Below, we offer further explanation to the numbered deficiencies 
presented in Table 5.

1.	The County issued a Request for Proposal (RFP) for engineering 
and design services, but it only included the technical criteria 
without also including the relative weights that the County 
planned to use to score and rank the proposals submitted by 
the consultants. The County selected Consultant B; however, 
the County was unable to demonstrate the basis for its selection 
because it did not maintain the methodology (including its relative 
weighting process) it used to score and rank the proposals. The 
County could not provide any documentation that supports the 
procurement of Consultant B.

2.	The County could not provide documentation that supports that the 
County publicly advertised the RFP.

3.	The County did not complete Exhibit 10-O2 “Consultant Contract 
DBE Information” which it must do when the task order does not 
contribute to the DBE goal established under the on-call contract.  

4.	The County did not retain pertinent project records, such as score 
sheets, for all four contracts. For Contract #1, the County opted to 
conduct interviews but was unable to demonstrate that it prepared 
the interview questions in advance as required. In addition, the 
County did not provide the interview questions that it used and 
the scoring sheets that supported the selection of Consultant A 
as the most qualified consultant. Furthermore, the County issued 
an RFP for construction management services, which outlined 
technical criteria and assigned relative weights for the evaluation 
of proposals. The County evaluated the RFPs, scored the seven 
proposals, and proceeded to interview the top three consultants. 
Based on the County’s summary of proposal evaluations, it had 
ranked Consultant A second. After the interviews, the County 
determined that Consultant A was the most qualified consultant; 
however, it did not provide the individual scoring sheets that 
would have supported its summary of proposal evaluations and its 
decision to select Consultant A. 

5.	The County could not provide documentation that supports that the 
RFP submission deadline was at least 14 calendar days.  

6.	The County could not provide documentation that supports that 
the consultants submitted their proposals within the established 
deadlines.  

7.	The panel members for three contracts did not complete the 
required Conflict of Interest and Confidentiality Statement form 
(Exhibit 10-T in the procedures manual) prior to the initiation of the 
procurement process to ensure all panel members were free of 
potential conflicts of interest.  

8.	The County could not provide documentation that supports that the 
price was excluded as an evaluative factor in its RFP.
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9.	  The County could not provide documentation that supports that the     
  County received and evaluated a minimum of three proposals. 

10.	The County could not provide documentation that supports that    
  the County notified all consultants that submitted proposals about  
  the final ranking of the three most highly qualified consultants. 

11.	The County did not prepare the required independent cost  
  estimates for three contracts. The independent cost estimates   
  serve as the basis for price negotiations and ensure that the  
  County obtains consultant services at a fair and reasonable price.  
  In addition, the County did not sign the independent cost  
  estimates for Contract #1 and did not include other direct costs  
  and profit, as required.

12.	The County procured two on-call contracts that required it to  
  establish an on-call list of consultants per contract. The County  
  was required to conduct an additional qualifications-based  
  selection process prior to awarding the task orders. However, the  
  County awarded the task orders without soliciting amongst all the  
  consultants on the respective on-call list.  

13.	The County did not perform profit negotiations as a separate  
  element of the price to obtain a fair and reasonable price. 

14.	The County did not provide evidence that it checked the  
  eligibility status of the consultants and subconsultants by verifying  
  suspension and debarment actions prior to entering into all four   
  contracts.

Criteria
In Appendix C, we provide criteria applicable to each deficiency noted 
in Table 5. Below, we highlight Section 20.2 of the 2016 procedures 
manual, which is a significant criteria that defines unrecoverable project 
deficiencies. 

An Unrecoverable Project Deficiency is defined as a 
“deficiency of such magnitude as to create doubt that 
the policies and objectives of Title 23 of the United 
States Code (or other applicable federal codes) will 
be accomplished by the project,” and the project has 
proceeded to the point that the deficiency cannot be 
corrected. This level of deficiency shall result in the 
withdrawal of all or a portion of the federal and/or state 
funds from the project. Examples of the most common 
(found by Caltrans and FHWA) Unrecoverable Project 
Deficiencies (Federal) are: 
•	 Consultant contract awarded, but not through 

competitive negotiations, when a noncompetitive 
negotiated contract is not warranted

•	 Failure to open the bids publicly, failure to read the 
bids aloud, or failure to discuss reason(s) for not 
reading bid(s) aloud shall make the construction phase 
ineligible.
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Cause
According to the County, its procurement records were either accidentally 
purged or lost during an office relocation and staff stated that they were 
not aware of Caltrans’ agreement provisions and federal procurement 
requirements. 

Effect
By not maintaining its procurement records and adhering to various state 
and federal requirements, the County cannot demonstrate that it provided 
fair and open competition, that it selected the most qualified consultants 
at a fair and reasonable price, and that it selected consultants who were 
eligible for federal and state awards (i.e., no outstanding suspension or 
debarment actions). 

Recommendations
1.	Caltrans should coordinate with the Federal Highway 

Administration and the County to develop a corrective action plan 
to appropriately resolve this finding. This includes recovering 
$1,056,214 in questioned costs identified in this audit.

2.	The County should design and implement a process to ensure 
compliance with the contract terms. This process should ensure 
that the County maintains a clear audit trail to support the 
solicitation, proposal, evaluation, and selection of consultants 
and to facilitate the tracing of negotiation activities to source 
documents. 

3.	The County should provide training to staff on all applicable state 
and federal procurement requirements, including all applicable 
record retention requirements.
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Finding 2. The County Claimed and was Later Reimbursed 
for Consultant Costs That Did Not Comply with the Terms in 
its Executed Contracts and with the Commission’s Funding 
Requirement.  

Condition
Caltrans reimbursed the County for $92,583 in consultant costs that we 
determined were unallowable. Specifically:

1.	Consultant A charged the County $76,983 in staff labor costs and 
subconsultant costs that Consultant A had not originally included in 
the signed agreement between the Consultant A and the County. 

2.	Caltrans reimbursed the County $9,792 for costs the County 
incurred by Consultant B during the design phase. However, the 
Commission only authorized the County to seek reimbursement for 
construction and construction engineering costs.   

3.	Consultant C charged the County $5,808 in labor costs for staff that 
Consultant C did not previously include in the signed agreement 
between Consultant C and the County.  

We included the $92,583 as questioned costs as part of Finding 1.

Criteria
The contract agreements between the County and Consultants A and C 
specified that the County shall pay the consultants who were identified in 
the agreements based on their respective cost proposals (which included 
the individuals’ hourly rates).

The 2016 procedures manual, Section 10.2 requires contract 
administrators to review and approve a consultant’s invoices and/or 
progress payments to ensure that billings comply with the contract’s 
terms and conditions and correspond accurately to the work performed 
during the billing period. It also states four methods of payment permitted 
depending on the scope of services to be performed. “Specified Rates 
of Compensation” is one of the methods where a consultant is paid 
at an agreed and supported specific fixed hourly, daily, weekly, or 
monthly rate, for each class of employee engaged directly in the work. 
Additionally, the 2016 procedures manual, Section 10.8 states that, after 
contract execution, the consultant should not substitute key personnel or 
subconsultants without prior written approval from the local agency.

The Commission’s June 2, 2016, allocation letter authorized the County to 
utilize funds for the construction of the project. 

Cause
The County stated that its invoice review procedures did not require a 
reviewer to compare invoices to contract terms and conditions.  
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Effect
Lack of adequate contract oversight increased the risk that the County 
claimed costs that were unallowable.  

Recommendations
1.	Caltrans should recover the $92,583 in costs that we determined 

were unallowable. For clarity, we included the amount of these 
costs as part of Finding 1.

2.	The County should design and implement a review process 
to ensure its billings are accurate, valid, and comply with the 
contract terms. Additionally, the County should provide contract 
management and oversight training to staff.
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Finding 3. The County Claimed Indirect Costs Without Obtaining 
Prior Approval from Caltrans.  

Condition 
Caltrans reimbursed the County $56,249 for indirect costs even though 
the County did not obtain an approval or acceptance letter from Caltrans 
before seeking reimbursement. Instead, the County used an indirect 
cost rate that Caltrans had approved for the County’s Engineering and 
Maintenance Division as opposed to using an indirect cost rate for the 
County’s Development Services Division, where staff worked and charged 
to the project. The County did not have an approved indirect cost rate for 
staff who worked in its Development Services Division.

Criteria
The July 8, 2016, Program Supplement, which was a project funding 
agreement between the County (considered the administering agency) 
and Caltrans, specifically stated:

Indirect Cost Allocation Plan/Indirect Cost Rate Proposals 
(ICAP/ICRP), Central Service Cost Allocation Plans and 
related documentation are to be prepared and provided 
to STATE (Caltrans Audits & Investigations) for review 
and approval prior to ADMINISTERING AGENCY 
seeking reimbursement of indirect costs incurred 
within each fiscal year being claimed for State and federal 
reimbursement. ICAPs/lCRPs must be prepared in 
accordance with the requirements set forth in 2 CFR, Part 
200, Chapter 5 of the Local Assistance Procedural Manual, 
and the ICAP/ICRP approval procedures established by 
STATE. (Emphasis added)

Additionally, the 2016 procedures manual, Section 5.3 states that any 
department, division, or other organization unit within the local agency 
that seeks reimbursement of their indirect costs, must receive an Approval 
/Acceptance Letter of the local agency’s Indirect Cost Rate Proposal 
(ICRP)/Indirect Cost Allocation Plan (ICAP) for the fiscal year(s) involved 
from Caltrans prior to billing for any indirect costs. 

Cause
The County stated that it made an error when it applied the indirect cost 
rate for its Engineering and Maintenance Division staff instead of its 
Development Services Division staff. 

Effect
The County’s mix-up of indirect cost rates for ineligible staff resulted in it 
erroneously charging Caltrans for costs that were unallowable.
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Recommendations
1.	Caltrans should coordinate with the County to ensure claimed 

costs, including indirect costs, are in compliance with federal 
regulations. Towards that end, we recommend that Caltrans 
recover $56,249 for the costs we determined were unallowable. For 
clarity, these costs are separate from those identified in Finding 1.

2.	The County should design and implement procedures to ensure 
that it charges an indirect cost rate for the appropriate staff. 

3.	The County should provide training to its appropriate staff. 



  Inspector General – California Department of Transportation

County of Monterey, Project Audit | 20

Finding 4. The County Claimed Fringe Benefits that We Determined 
Were Unallowable.  

Condition 
Caltrans reimbursed the County $6,555 in fringe benefit costs that we 
determined were unallowable. Specifically, we found that the County’s 
fringe benefit calculation included data processing fees, administrative 
charges, and general liability costs. However, as we describe in the 
criteria section below, federal regulations consider these costs as indirect 
costs and therefore, the County should not have included them in its 
fringe benefit calculation.

To determine the amount of questioned costs, we excluded the data 
processing fees, administrative charges, and general liability costs from 
the County’s fringe benefit worksheet to recalculate a fringe benefit rate 
for each fiscal year. We then applied the recalculated fringe benefit rate 
to the direct labor costs. The recalculated direct labor costs resulted in 
$6,555 of questioned costs, as depicted in Table 6.  

Table 6. Claimed, Allowable, and Questioned Direct Labor Costs for 
the Project 

Fiscal Year

Claimed Direct 
Labor Costs

 (A)

Allowable Direct 
Labor Costs

(B) 
Difference

(A-B)

2016-17 $ 31,672 $ 29,477 $ 2,194

2017-18 $ 42,213 $ 37,852 $ 4,361

Total $ 6,555

Source: Analysis by the Independent Office of Audits and Investigations. We obtained 
the claimed direct labor costs in Column A from the County’s invoices. We calculated the 
allowable direct labor costs in Column B by multiplying the direct salary costs by the re-
calculated fringe benefit rate. 

Criteria
Federal regulations, in pertinent part, 2 CFR 200.431(a) states: 

Fringe benefits are allowances and services provided by 
employers to their employees as compensation in addition 
to regular salaries and wages. Fringe benefits include, 
but are not limited to, the costs of leave (vacation, family-
related, sick, or military), employee insurance, pensions, 
and unemployment benefit plans. Except as provided 
elsewhere in these principles, the costs of fringe benefits 
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are allowable provided that the benefits are reasonable 
and are required by law, non-federal entity-employee 
agreement, or an established policy of the non-federal 
entity. 

Further, 2 CFR Subtitle A, Chapter II, Part 200, Appendix IV to Part 200 
states: 

Indirect costs are those that have been incurred for 
common or joint objectives and cannot be readily identified 
with a particular final cost objective.

Cause
Although the County prepared a fringe benefit rate worksheet, the 
County’s staff told us that that they do not have written procedures in 
place to provide clear guidance on how to complete the worksheet. 

Effect
The County’s incorrect fringe benefit rate calculation resulted in it 
charging Caltrans for unallowable costs.

Recommendations	
1.	Caltrans should coordinate with the County to ensure whether 

claimed costs, including direct labor costs and fringe benefits, 
were in compliance with federal regulations. We recommend that 
Caltrans recover $6,555 in questioned costs. For clarity, these 
costs are separate from those identified in Finding 1.

2.	The County should design and implement procedures to ensure 
that it only charges Caltrans for the appropriate amount of direct 
costs and fringe benefits.

3.	The County should provide training to its appropriate staff.
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Finding 5. The County Only Partially Achieved the Benefits It 
Reported in Its Project Agreement and It Did Not Report the 
Project’s Benefits Within the Required Deadlines.

Condition
In 2016, the County was allocated $8.7 million to 
construct a bicycle/pedestrian path and bridge 
over the railroad tracks that would provide a 
direct connection from the town of Castroville 
to the Castroville Boulevard interchange. 
According to the County’s application, 
completion of this project would result in several 
benefits as outlined in the text box. 

In February 2020, the County reported in its 
Completion Report that it completed the safe 
alternative route; however, it did not include the 
bicyclist and pedestrian user counts, also known 
as “After Counts.” In addition, the County’s 
July 2021 Final Delivery Report did not include 
any information relative to the user counts in 
the Outcomes section, where we would have 
expected to find the County’s description of what 
the project had actually accomplished relative to 
what it had anticipated it would accomplish in its 
application. Instead, the County left this key field 
of the report blank (see Appendix E). 

When we brought this matter to the County’s attention, the County’s staff 
stated that they completed the Final Delivery Report incorrectly, and, 
in July 2022, it subsequently submitted a revised Final Delivery Report 
with the “After Counts” (Appendix F). Based on our review, we note that 
the July 2022 Final Delivery Report reflected a decrease in user counts 
following the completion of the project. The user counts in 2014—before 
the County completed the project—were 7 bicyclists and 190 pedestrians 
per day; whereas, the user counts in 2022—after the County completed 
the project—were 6 bicyclists and 98 pedestrians per day, representing 
a decrease in user counts. Furthermore, the County failed to explain this 
difference in the July 2022 Final Delivery Report, as required. 

Lastly, the County submitted these key reports to Caltrans late, ranging 
from six months to more than two years after the established deadlines.  
See Table 7 for more details. 

Estimated Project Benefits 
1.	 Project completion will offer 

bicyclists a safe alternative route to 
schools, work, shopping centers, and 
recreational activity centers.

2.	 The project encourages increased 
walking and bicycling by providing 
a safe and convenient designated 
bicycle/pedestrian path and 
bridge to schools, shopping 
centers, businesses, churches, 
and recreational destinations. A 
designated safe path will encourage 
more parents to let their children 
walk or bike to school.  The user 
counts before the project were: 

•	 7 bicyclists
•	 190 pedestrians

Source: The County’s Application
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Table 7. Late Submission of Key Reports

Report Due Date
Submission 

Date
Number of 

Months Late

Completion Report August 2019 February 2020 6 Months

Final Delivery Report May 2020 July 2021 14 months

Revised Final Delivery Report May 2020 July 2022 26 months

Source: The County’s Completion Report and Final Delivery Reports.

Criteria
As referenced in the Background section of this report, the Commission’s 
Senate Bill 1 Accountability and Transparency Guidelines require the 
project’s benefits to be reported in a Completion Report and the Final 
Delivery Report. Specifically:

Within six months of construction contract acceptance 
or the project becoming operable (open to the public), 
whichever comes sooner, the Implementing Agency shall 
provide a Completion Report to the Department on the 
scope of the completed project, its estimated final cost, 
estimated schedule, and project benefits as compared 
to those included in the executed project agreements. 
Additionally, the Completion Report shall describe the 
methodologies and assumptions used to evaluate how 
the project benefits were calculated as compared to the 
methodologies and assumptions used in the executed 
project agreements. In the event the project benefits 
identified in the Completion Report differ from those 
identified in the executed program agreements 
(cooperative, funding, or baseline), the difference must 
be noted, quantified, and explained. Documentation 
used for the benefit evaluation shall be preserved 
and made available for review by the Department, the 
Commission, the Transportation Inspector General, 
Department of Finance, and/or the California State Auditor, 
if requested. (Emphasis added)

The Final Delivery Report must be submitted within 180 
days of the conclusion of all remaining project activities 
beyond the acceptance of the construction contact to 
reflect final project expenditures, any changes that 
occurred after submittal of the Completion Report and 
an updated evaluation of the benefits. The Commission 
may include this information in its annual reports to the 
Legislature. (Emphasis added)
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2014 ATP guidelines further states: 

The Implementing Agency must provide a Final Delivery 
Report to the Commission which includes performance 
outcomes derived from the project as compared to those 
described in the project application. This should include 
before and after pedestrian and/or bicycle counts, and an 
explanation of the methodology for conducting counts.  
(Emphasis added)

Cause
When we asked about the reported decrease in user counts at project 
completion, the County’s staff stated that the difference was due to the 
timing of the counts, which it conducted between April and June 2022, 
compared to the same time period in 2014. The County stated that in 
2022 some students from nearby schools had opted for remote learning 
due to the COVID-19 pandemic, which they believed led to a decrease in 
the number of users.

When asked why the County’s reports were late and incomplete, the 
County stated that it was unaware of the reporting deadlines and 
had difficulties with CalSMART8, Caltrans’ newly implemented online 
project reporting tool. The County’s staff indicated that they had trouble 
navigating CalSMART’s functionality. As a result, the County opted to 
submit the required reports to Caltrans via email after the deadlines.  

Effect 
By not conducting a benefit evaluation and not timely submitting key 
reports, the County decreased the transparency of its project’s status 
and prevented Caltrans and the Commission from timely reviewing the 
completed project’s scope, final costs, and performance benefits. 

Recommendations

1.	The County should consider whether conducting another user 
count would better show whether the project had a positive benefit 
of increasing users.

2.	The County should develop and implement better processes 
to ensure that it sufficiently monitors projects so they meet all 
reporting deadlines, including the timely submittal of required 
reports for future projects. 

⁸CalSMART is an online project reporting tool to meet the Commission’s reporting 
requirements. A local agency enters project information into the system and once Caltrans 
reviews and approves the project information, a report is generated. 
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APPENDIX A. TABLE OF METHODOLOGIES
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APPENDIX B. SUMMARY OF THE PROJECT 
DETAILS, INCLUDING AUDIT RESULTS

PROJECT DETAILS

Project Name
Monterey County Pedestrian and Bike Path – Castroville from Axtell 
Street to Castroville Boulevard.

Project Number 
RPSTPLE-5944(111)

Programs
Active Transportation Program, State Transportation Improvement 
Program, Regional Surface Transportation Block Grant Program, and 
Regional Surface Transportation Program (Administered by Caltrans 
Division of Local Assistance)

Funding Source(s)
Federal funds 

Project Description
Construct Class 1 bicycle/pedestrian path and bridge from the intersection 
of McDougall Street and Salinas Street to Castroville Boulevard.

Audit Periods
May 19, 2016, through April 12, 20199 for objective 1 
May 19, 2016, through July 19, 202210 for objective 2

Project Status
Project is complete and operational.

AUDIT RESULTS

Project Costs
Project costs were incurred and reimbursed in compliance with the 
executed project agreements, Caltrans program guidelines, and 
applicable federal regulations, except for questioned costs totaling 
$1,119,018 ($1,056,214 for Finding 1, and $56,249 for Finding 3, and 
$6,555 for Finding 4). Questioned costs for Finding 2 are included in 
questioned costs reported in Finding 1.
9The audit period end date reflects the billing period end date of the last reimbursement 
claim submitted to Caltrans.
10The audit period end date reflects when the revised Final Delivery Report was submitted 
to Caltrans.
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Table 8. Schedule of Allocated, Reimbursed, and Questioned Costs

Category
Allocated 
Amounts

Reimbursed
Costs

Questioned
Costs

Construction Engineering – 
ATP, RSTP/RSTBGP, and STIP $1,652,195 $ 1,652,195 $ 1,119,018

Construction – 
ATP and STIP $7,074,986 $7,032,6493 $0

Total Costs $8,727,181 $8,684,844 $1,119,018

Source: Analysis by the Independent Office of Audits and Investigations. 

Project Deliverables
The construction phase of the project was completed on February 19, 
2019. Project deliverables, including the bicycle/pedestrian path and 
bridge over the railroad tracks, were consistent with the approved scope. 

Project Benefits
The County reported that one of the project benefits, which includes 
providing a safe route for pedestrians and bicyclists to cross the Union 
Pacific Railroad tracks and connectivity to schools, shopping centers, 
and businesses, was achieved at project completion. However, according 
to the revised Final Delivery Report submitted by the County, the user 
counts after the project was completed showed a decrease compared 
to the counts before the project began. In addition, the County did not 
explain the reason for the differences in user counts in the revised Final 
Delivery Report, as required. Lastly, the County submitted the required 
reported to Caltrans late, ranging from 6 months to over two years after 
the established deadlines. 
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Table 9. Results of Sample Items Tested for Benefits

Source: Analysis by the Independent Office of Audits and Investigations. 

Benefits Stated in the 
Application

Benefits Reported in the Final 
Delivery Report

Outcomes 
Achieved

Project completion will offer 
bicyclists a safe alternative route 
to schools, work, shopping centers, 
and recreational activity centers.

Project provides a safe route for 
pedestrians and bicyclist to cross the 
Union Pacific Railroad; and provides 
connectivity to schools on one side 
of the railroad tracks to the main 
downtown area and neighborhoods 
of the Town of Castroville.

Yes

The project encourages increased 
walking and bicycling by providing 
a safe and convenient designated 
bicycle/pedestrian path and bridge 
to schools, shopping centers, 
businesses, church, and recreational 
destinations. A designated safe path 
will encourage more parents to let 
their children walk or bike to school. 
User count before the project was: 

•	 7 Bicyclists
•	 190 Pedestrians

User count after the project was:

•	 6 Bicyclists
•	 98 Pedestrians

No
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APPENDIX C. CRITERIA RELATED TO FINDING 1
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APPENDIX D. THE COUNTY’S COMPLETION REPORT 
SUBMITTED ON FEBRUARY 27, 2020
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APPENDIX E. THE COUNTY’S 1ST FINAL DELIVERY 
REPORT SUBMITTED ON JULY 14, 2021
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APPENDIX F. THE COUNTY’S 2ND FINAL DELIVERY 
REPORT SUBMITTED ON JULY 19, 2022
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AUDITEE'S RESPONSE
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