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Terms Used in Report

Terms/Acronyms Definition

A&E Architectural and Engineering

ADA Americans With Disabilities Act

ATP Active Transportation Program

ATP Project The “Sanger Active Transportation Access” Project

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

City City of Sanger

CFR Code of Federal Regulations

Commission California Transportation Commission

Deliverables
Also known as outputs, deliverables are the actual 

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

IOAI Independent Office of Audits and Investigations

LPA Local Public Agency

Procedures Manual Caltrans’ Local Assistance Procedures Manual

Q Sheets Contract Item Quantity Calculation Sheets

RFP Request for Proposal

STBG Surface Transportation Block Grant

STBG Project The “Academy Avenue Reconstruction – 11th Street to 
North Avenue” Project

¹The California Transportation Commission's (Commission) 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 “Sanger Active Transportation Access” and 
“Academy Avenue Reconstruction – 11th Street to North Avenue” projects 
(projects) were allowable and adequately supported in accordance with 
the California Department of Transportation’s (Caltrans) agreement 
provisions and state and federal regulations. In addition, we determined 
whether project deliverables and benefits reported to Caltrans were 
achieved and consistent with the projects’ scopes and schedules, as 
described in the executed agreements.

For this audit, we determined that the deliverables for the two projects, 
which included the reconstruction of ramps and a sidewalk; the addition 
of turn lanes; the construction of a curb, gutter, sidewalk, and raised 
median; and the modification of traffic signals, were consistent with 
the projects’ approved scopes. However, we were unable to obtain 
reasonable assurance that $2,861,937 in total costs claimed by the City of 
Sanger (City) and reimbursed by Caltrans were allowable and adequately 
supported in accordance with Caltrans’ agreement provisions and state 
and federal regulations. Specifically, the City did not follow various state 
and federal procurement and project records retention requirements.

Furthermore, for the “Sanger Active Transportation Access” project, we 
found that the City did not report the project’s benefits, which included 
increasing pedestrian safety, mobility, and accessibility, in its Final 
Delivery Report submitted to Caltrans; therefore, it is unknown at this time 
whether the project achieved its anticipated benefits. With respect to the 
“Academy Avenue Reconstruction – 11th Street to North Avenue” project: 
the executed contract did not stipulate any benefit terms; therefore, we 
did not review project benefits for this project. 

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

Table 1. Summary of Questioned Costs

Source: Analysis by the Independent Office of Audits and Investigations
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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 to local agencies. Included among these programs is the 
Active Transportation Program (ATP) and the Surface Transportation 
Block Grant Program (STBG). Since the California Transportation 
Commission (Commission) recognizes the ATP as a Senate Bill 1 
program, it is subject to adhere to state guidelines, including the Senate 
Bill 1 Accountability and Transparency Guidelines, regardless of funding 
source. As the direct recipient of federal funds, Caltrans has statewide 
oversight responsibility of the STBG program and provides federal 
guidance resources on its website that the state utilizes to ensure proper 
administration of the STBG program3. 

³ Excerpt obtained from Federal Programming Branch | Caltrans

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. 

STBG. The STBG provides flexible funding that may be used by States and 
localities for projects to preserve and improve the conditions and performance 
on any Federal-aid highway, bridge and tunnel projects on any public road, 
pedestrian and bicycle infrastructure, and transit capital projects, including 
intercity bus terminals.

Sources: Excerpts from Caltrans’ website on the ATP and the U.S. Department of Transportation, 
Federal Highway Administration’s website on the STBG. 

https://dot.ca.gov/programs/financial-programming/office-of-federal-programming-data-management-ofpdm
https://dot.ca.gov/programs/local-assistance/fed-and-state-programs/active-transportation-program
https://www.fhwa.dot.gov/specialfunding/stp/
https://www.fhwa.dot.gov/specialfunding/stp/
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In 2018 and 2020, the Commission allocated $75,000 and $774,000, 
respectively, in ATP funds for preliminary engineering and the construction 
of the “Sanger Active Transportation Access” project (ATP project). 
Completion of this project would reconstruct the City’s ADA ramps at 
various locations along Jensen Avenue, 7th Street, L Street, Recreation 
Avenue, and Faller Avenue, and benefit the most active transportation 
users, especially those with physical disabilities. In 2019, the Federal 
Highway Administration authorized $2,204,171 in STBG funds for the 
construction of the “Academy Avenue Reconstruction – 11th Street to 
North Avenue” project (STBG project), which would improve Academy 
Avenue by adding turn lanes; adding a constructed curb, gutter, sidewalk, 
and raised median; and modifying traffic signals. Table 2 includes 
additional project details. 

⁴The Senate Bill 1 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 public agency (LPA) must submit a Completion Report to Caltrans.

Table 2. Project Details

Source: Analysis by the Independent Office of Audits and Investigations

Program Project
Number

Funding 
Source

Project 
Status4

Allocated 
Amounts

Reimbursed 
Amounts

ATP ATPSB1L-5197(035) State Funds Complete and 
operational $849,000 $711,047

STBG STPL-5197(039) Federal 
Funds

Complete and 
operational $2,204,171 $2,150,890

Total $3,053,171 $2,861,937

https://catc.ca.gov/-/media/ctc-media/documents/090418-final-amended-accountability-transparency-guidelines-a11y.pdf
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Figure 1. Photo in 2018 Before Construction of the ATP Project 

Source: https://maps.google.com

Figure 2. Photo in 2021 After Construction of the ATP Project

Source: https://maps.google.com

https://www.google.com/maps/place/7th+St+%26+L+St,+Sanger,+CA+93657/@36.7066755,-119.5545196,3a,75y,129.6h,90t/data=!3m7!1e1!3m5!1sLp1h5KH8gGyzHQhlT9YfGg!2e0!5s20180901T000000!7i13312!8i6656!4m9!3m8!1s0x8094f8ff2b2197e7:0xfb207f1db8c6228a!8m2!3d36.7067305!4d-119.5544426!10e5!14m1!1BCgIgARICCAI!16s%2Fg%2F11gdtgn_9f?entry=ttu
https://www.google.com/maps/place/7th+St+%26+L+St,+Sanger,+CA+93657/@36.7067138,-119.5545118,3a,75y,152.31h,83.83t/data=!3m7!1e1!3m5!1s4MCw1bobcS6GZuKYivDk6Q!2e0!5s20210301T000000!7i16384!8i8192!4m9!3m8!1s0x8094f8ff2b2197e7:0xfb207f1db8c6228a!8m2!3d36.7067305!4d-119.5544426!10e5!14m1!1BCgIgARICCAI!16s%2Fg%2F11gdtgn_9f?entry=ttu
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Figure 3. Photo in 2018 Before Construction of the STBG Project

Source: https://maps.google.com

Figure 4. Photo in 2022 After Construction of the STBG Project

Source: https://maps.google.com

https://www.google.com/maps/place/Annadale+Ave+%26+Academy+Ave,+Sanger,+CA+93657/@36.6995056,-119.5542283,3a,75y,176.34h,79.59t/data=!3m7!1e1!3m5!1s-5ZU-ryTi195aInXbzuX_A!2e0!5s20180901T000000!7i13312!8i6656!4m7!3m6!1s0x8094f901000f57fd:0x470feb56b682e9bd!8m2!3d36.6994945!4d-119.5541992!10e5!16s%2Fg%2F11gdvn6vz4?entry=ttu
https://www.google.com/maps/place/Annadale+Ave+%26+Academy+Ave,+Sanger,+CA+93657/@36.6995017,-119.554259,3a,75y,186.18h,75.2t/data=!3m7!1e1!3m5!1sJ78NXh8hXhSTkrrzAL6aqg!2e0!5s20220801T000000!7i16384!8i8192!4m7!3m6!1s0x8094f901000f57fd:0x470feb56b682e9bd!8m2!3d36.6994945!4d-119.5541992!10e5!16s%2Fg%2F11gdvn6vz4?entry=ttu


  Inspector General – California Department of Transportation

City of Sanger, Project Audit | 6

Specific to the ATP project, 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 for descriptions of key reports that the City must submit 
to Caltrans, such as the Completion Report and Final Delivery Report. 

Table 3. Definitions from the California Transportation 
Commission’s Senate Bill 1 Accountability and Transparency 
Guidelines

 
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
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Scope and Methodology
For this audit, our objectives were to determine whether Caltrans 
reimbursed the City for costs that were allowable and adequately 
supported in accordance with Caltrans’ agreement provisions, and 
applicable federal and state regulations. In addition, we determined 
whether the City came through with its deliverables and achieved the 
benefits reported to Caltrans within the projects’ scopes, as described 
in the executed agreements. The executed agreements for the STBG 
project did not stipulate project benefit terms; therefore, we did not test 
benefits for the STBG project. 

We gained an understanding of the projects and identified relevant 
criteria by reviewing the applicable federal and state regulations, the 
Commission’s and Caltrans’ guidelines, executed project agreements, 
project records, the City’s policies and procedures, and the construction 
oversight review performed by Caltrans. Specifically, we reviewed the 
following:

• 2021 ATP Guidelines
• 2021 STBG Guidelines
• Commission’s Senate Bill 1 Accountability and Transparency 

Guidelines
• 2012 and 2019 Caltrans’ Local Assistance Procedures Manual 
• City’s ATP project application5

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

We identified computer-processed data and determined the data was not 
related to our audit objectives and to significant areas identified in our 
audit. As a result, we did not perform a data reliability assessment. 

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 2021 Active Transportation Program Guidelines (page 44) describes 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 determined that the deliverables for the two 
projects, including the reconstruction of accessibility ramps and a 
sidewalk and various improvements of Academy Avenue, were consistent 
with the approved scopes. However, we also concluded that the costs 
claimed by the City and reimbursed by Caltrans for the two projects did 
not comply with the executed project agreements and state and federal 
regulations, as noted in Findings 1, 2, and 3.

As described in Finding 4, the City did not report whether it achieved the 
project benefits for the  “Sanger Active Transportation Access” Project 
(ATP project) in the Final Delivery Report submitted to Caltrans. The 
“Academy Avenue Reconstruction – 11th Street to North Avenue” Project 
(STBG project) did not have any approved benefit terms; therefore, we 
could not review benefits for this project. Appendix B includes a summary 
of the project details, including audit results.

Finding 1. The City did not Provide Adequate Documentation to 
Support its Construction Costs, Causing us to Question the Total 
Amount of Construction Costs Reimbursed by Caltrans. 

Condition
For both projects, the City was unable to provide evidence to support 
$2,381,4176 of reimbursed construction costs. Specifically, the City 
did not prepare source documents, such as Contract Item Quantity 
Calculation Sheets (known as “Q Sheets”), detailed daily reports to 
support actual item payments made to the contractor (i.e., daily reports 
did not clearly specify the corresponding work or bid item number), and 
Weekly Statements of Working Days. Specific to contract change orders 
(CCO), the City did not prepare memorandums to explain and justify them 
and the City did not prepare its own cost estimate calculation to support 
agreed-upon prices. In addition, while the City provided weight tickets for 
some bid items, some weight tickets did not include required signatures or 
initials by City staff validating material quantities received.  

Due to these significant deficiencies, we are questioning the entire 
amount of $2,381,417 that Caltrans reimbursed the City for construction 
costs. See Table 4 for a breakdown of the missing or inadequate 
documentation for the sample items we selected for testing. 

⁶Caltrans reimbursed the City $533,723 and $1,847,694 for the ATP project and the STBG 
project, respectively, for a total of $2,381,417.  
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Table 4.  Unsupported Reimbursed Construction Costs for Sample Items Tested

Legend

D= Daily Reports     
Q= Contract Item Quantity Calculation Sheet
W= Weight Tickets    
Source: Analysis by the Independent Office of Audits and Investigations.  

M= Memorandum Justifying the Change Order
C= Cost Estimate Calculation 
WSWD= Weekly Statement of Working Days
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Cause
Although City management designated one of its own employees as the 
“person in responsible charge”, the City relied on Consultant A to provide 
construction oversight and inspection services, which included on-site 
inspection with contractors to confirm quantity measurements. However, 
the City did not ensure that Consultant A prepared or maintained the 
appropriate documentation to support contract bid item payments, which 
is the responsibility of the “person in responsible charge,” as we describe 
in the Criteria section below. 

When we asked City management whether they could provide Q Sheets 
or any other detailed daily reports to support contract bid items for any of 
the costs associated with both projects, the City’s Public Works Director 
stated that such evidence did not exist and that the City did not prepare Q 
Sheets prior to the summer of 2021. For both projects, the City submitted 
final invoices to Caltrans which indicated work was performed through 
April 2021.

Criteria
For both projects, the 2019 procedures manual, Sections 5.5 and 5.8 
state: 

Local agencies must maintain all supporting backup 
documentation for costs incurred and claimed for 
reimbursement in their project files (made available to 
District Local Assistance Engineers only upon request). 

The local agency shall maintain written source document 
records that account for agency costs and payments made 
to consultants, vendors, and contractors. Contract records 
must be retained by the local agency for a minimum of 
three years from the date of the final payment by the state.

For the STBG project, the 2019 procedures manual, Section 16.13 states: 

Source documents are the original documents, data, and 
records containing the details to substantiate a transaction 
entered in an accounting system. Source documents are 
the permanent record sheets that create a clear and easily 
followed accounting trail from the total pay quantities in 
the proposal final estimate, back to the first measurement 
or calculation for each bid item. The most common source 
documents are: 

• Q Sheets. A Q sheet supports and documents item 
payments made to the contractor each month. A separate 
Q sheet must be prepared for each contract item being 
paid for each progress payment. 
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• Daily Reports. These reports are required to support 
Q sheets. Section 16.8 of the procedures manual 
requires that the local agencies maintain daily 
reports to document the work in progress and must 
document what work was performed, where and 
how it was performed, and who performed it. The 
daily reports should record the hours worked, broken 
down by contract item and/or contract change work 
and quantitate measurements of contract item (i.e., 
measurements, tonnage, waste).

• Weight Tickets. These tickets, sometimes referred 
to as load slips are used to support both item quantity 
payments made by weight and extra work paid at force 
account. Weight tickets must be collected at the point 
of delivery and validated by a representative of the 
administering local agency. This is accomplished by a 
local agency employee signing or initialing the load slip 
upon delivery to indicate the represented material was 
used in the work.

• Weekly Statement of Working Days. These written 
records must be maintained to support project 
progress. Section 16.6 of the procedures manual 
states contract time is the maximum time allowed in 
the contract for completion of all work contained in the 
contract documents. The local agency must maintain a 
written record of contract time, often called the Weekly 
Statement of Working Days (WSWD) or Weekly Project 
Progress Record. The local agency is responsible for 
reviewing the contract time requirements, determining 
the controlling operation, determining if each day is a 
working day or non-working day, and supporting time 
extensions.

For the STBG project, the 2019 procedures manual, Section 16.10 states: 

For each change order, the following documents must be 
prepared: 
• The change order 
• A memorandum explaining and justifying the change 

order 

For many change orders, the following documents must 
also be prepared: 
• PE stamped, signed, and dated revised plan sheets 

and Specifications 
• Cost estimate calculations performed by the 
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Local Public Agency (LPA), not the Contractor, 
supporting any agreed prices (emphasis and 
acronym added)

• A time impact analysis justifying any time extensions 

For the ATP project, State Master Agreement No. 00199S, Article 
I, Section 17 requires the City to provide or arrange for adequate 
supervision and inspection of each project. This section also states that 
while consultants may perform supervision and inspection work for the 
project with a fully qualified and licensed engineer, the City shall provide a 
full-time employee to be responsible charge of each project.

For the STBG project, the 2019 procedures manual, Section 16.2 and 
Section 16.13 state: 

Federal statutes require that the LPA must provide a full 
time employee of the LPA who is accountable for the 
project. This individual is the person in responsible charge 
of the project. For projects administered by an LPA, the 
person in responsible charge does not need to be an 
engineer. The regulations allow one employee to have 
responsible charge over multiple projects at the same time. 

The person designated responsible in charge must be 
a public employee. This requirement applies even in the 
following cases: 
a. A consultant is performing the construction engineering 

services 
b. A consultant has been hired as the City Engineer or 

Public Works Director 

The person in responsible charge performs the following 
duties:
• Administers inherently governmental project activities 

including those dealing with cost, time, adherence to 
contract requirements, construction quality and scope,

• Maintains familiarity of the day to day project 
operations, including project safety issues,

• Makes or participates in decisions about changed 
conditions or scope changes that require change 
orders or supplemental agreements,

• Visits and reviews the project on a frequency that is 
commensurate with the magnitude and complexity of 
the project,

• Reviews financial processes, transactions and 
documentation to ensure that safeguards are in place 
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to minimize fraud, waste, and abuse,
• Directs project staff, local agencies or consultants, 

to carry out project administration and contract 
oversight, including proper documentation, and

• Maintains awareness of the qualification assignments 
and on-the-job performance of local agencies and 
consultant staff at all stages of the project.

An LPA must establish a separate record file for each 
federal-aid highway project. The project file must contain 
all data pertinent to the work and to the requirements of the 
specifications. In general, project records must support the 
adequacy of the field supervision, inspection and testing; 
conformance to contract specifications; and payments to 
the contractor. Generally, whenever the LPA is unable 
to produce requested records, it shall be assumed by 
reviewing personnel the required actions were never 
performed. Organized project files can minimize these 
negative assumptions. (Emphasis added)

Effect
By not maintaining its records and adhering to various state and federal 
requirements, the County cannot demonstrate that it performed the 
required actions, such as adequate field supervision, inspection and 
testing, and conformance to contract specifications. 

Recommendations 
1. Caltrans should coordinate with the Federal Highway 

Administration and the City to develop a corrective action plan 
to appropriately resolve this finding. This includes recovering 
$2,381,417 in questioned costs identified in this audit. 

2. The City should design and implement a review process to ensure 
project files include all relevant source documents, including but 
not limited to Q Sheets, weight tickets, detailed daily reports, and 
CCO memorandums. This process should ensure that the City 
maintains a clear audit trail to support project costs and to facilitate 
the tracing of incurred costs to source documents.

3. The City should ensure the designated “person in responsible 
charge” performs all the duties as required by state and federal 
requirements. 
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Finding 2. The City did not Comply with Various State and Federal 
Procurement Requirements, Causing us to Question the Validity of One 
Contract.

Condition
For one architectural and engineering (A&E) contract, the City’s awarding 
process did not comply with state and federal requirements and with 
Caltrans’ agreement provisions. Specifically, in April 2013, the City awarded a 
professional services contract to Consultant A to perform general and project 
management services, such as: 

• Serve as the City’s Engineer.
• Manage all aspects of civil engineering.
• Develop and recommend policies and procedures for effective operation of 

the City.
• Provide engineering services on projects and overseeing project 

management for the construction of municipal public works projects.
• Prepare capital improvement projects, improvement plans, specifications, 

bid documents, and public improvement project design work.
• Solicit proposals for capital improvement project design work.
• Review and evaluation of bid submittals.
• Provide construction observation and management during the course of 

City Projects. 
• Act as Resident Engineer.
• Assist with inspection, approval of payments, cost estimating, filing of 

notices and other related tasks.

However, the City did not retain documentation to demonstrate that it provided 
fair and open competition, obtained a fair and reasonable price, and verified 
the awarded consultant’s eligibility. Our testing identified procurement 
deficiencies that we determined ultimately compromised the integrity of the 
City’s procurement practices, calling into question whether it properly awarded 
this contract. Due to these significant deficiencies, we question the entire 
amount of $480,520 that Caltrans reimbursed the City for consultant costs. 
See Table 5 for a breakdown of the amounts awarded and reimbursed, by 
project and Table 6 on the following pages for the identified deficiencies. 

Table 5. Total Amounts Reimbursed to Consultant A, by Project

Source: Analysis by the Independent Office of Audits and Investigations.  
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Table 6. Summary of Procurement Requirements for Sample Items Tested

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

Legend: √-Yes X-No

# Criteria Result

1
Did the City appoint a consultant selection committee with a minimum of 
three members at the beginning of the consultant selection process?

2012 Procedures Manual 10.4
√

2

Did the City include technical criteria and relative weights for proposal 
evaluations in the RFP?

2012 Procedures Manual 10.4
23 CFR 172.7(a)(1)(ii)(C)

X

3
Did the City advertise the initial RFP publicly? 

2012 Procedures Manual 10.4
23 CFR 172.7(a)(1)(i)

X

4 

Did the City maintain adequate project records (i.e., evaluation and 
ranking records) for proposal evaluations?

2012 Procedures Manual 10.4 and 10.7
23 CFR 172.7(a)(1)(iv)(F)

X

5

Did the City maintain documentation that bidders submitted proposals by 
the established deadlines?

2012 Procedures Manual 10.4
23 CFR 172.7(a)(1)(ii)(G)

X

6

Did panel members sign Conflict-of-Interest and Confidentiality Statement 
forms?

2012 Procedures Manual 10.8
23 CFR 172.7(b)(4)(ii)

X

7
Did the City prepare Independent Cost Estimates?

2012 Procedures Manual 10.2
23 CFR 172.7(a)(1)(v)(B)

X

8
Did the City perform profit negotiation?

2012 Procedures Manual 10.4 and 10.7
23 CFR 172.7(a)(1)(v)(E)

X

9

Did the City perform a pre-award audit of the consultant (for consultant 
contracts $1 million or more)?

2012 Procedures Manual 10.1, 10.7, and 20.2
State Master Agreement No. 00199S, Article V, section 9
Federal Master Agreement No. 06-5197R, Article V, section 9

X
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Below, we offer further explanation to the numbered items marked with a 
X presented in Table 6.

2. The City issued a Request for Proposal (RFP), but it only included 
the technical criteria without also including the relative weights that 
the City planned to use to score and rank the proposals submitted 
by the consultants.

3. The City could not provide documentation that supports that the 
City publicly advertised the RFP.

4. The City could not provide pertinent project records that supports 
that the City obtained, evaluated, and ranked at least three bid 
proposals. 

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

6. The City did not retain documentation that supports that the 
consultant selection committee members completed the Conflict 
of Interest and Confidentiality Statement (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.   

7. The City did not prepare the independent cost estimate. 
The independent cost estimate serves as the basis for price 
negotiations and ensures that the City obtains consultant services 
at a fair and reasonable price.

8. The City did not retain documentation that supports that the City 
performed profit negotiations as a separate element of the price to 
obtain a fair and reasonable price.

9. The City did not perform a pre-award audit of Consultant A before 
awarding the contract.  

Moreover, the professional services contract between the City and 
Consultant A (which is in its 10th year and still effective) did not specify 
certain contract provisions required by federal regulations, as summarized 
in Table 7.
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Table 7. Summary of Contact Management Requirements for 
Sample Items Tested

# Criteria Result

1

Did the City verify Certification of Consultant and Certification of Local 
Agency forms (Exhibits 10-F and 10-G) were executed and incorporated 
into the contract before approving contract with the consultant?

2012 Procedures Manual 10.7

X

2

Did the City specify a reasonable maximum length of contract period 
(not to exceed 5 years) and a maximum total contract dollar amount 
for the awarded contract?

23 CFR 172.9(a)(3)(i) and (ii)

X

3

Did the City provide prior written approval for subcontractors used by 
the consultant?

2012 Procedures Manual 10.1
23 CFR 172.7(a)(1)(iv)(B)

X

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

Below, we offer further explanation to the numbered deficiencies 
presented in Table 7.

1. The City did not verify that the Certification of Consultant and 
Certification of Local Agency forms (Exhibits 10-F and 10-G) were 
executed and incorporated into the contract before approving the 
contract with the consultant.

2. The City did not specify a maximum length of contract period 
(i.e., a start and end date which shall not exceed 5 years) and a 
maximum total contract dollar amount. Based on our review of the 
executed contract and information provided by the City staff, we 
found that the City has not changed its City Engineer (Consultant 
A) since 2013 and the City has reimbursed Consultant A over $2.6 
million for services performed during the period January 2017 
through December 2021. Documents were not readily available 
from April 2013 through December 2016. Therefore, the City could 
not provide a total amount reimbursed to Consultant A during this 
period.

3. The City could not provide documentation that supports that the 
City provided written approval for the subcontractors used by 
Consultant A.
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Criteria
In Appendix C, we provide criteria applicable to each deficiency noted in 
Tables 6 and 7. Below, we highlight Section 20.2 of the 2012 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: 
• No pre-award audit for consultant contracts of $1 

million or more.
• 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.

Cause
According to the City, procurement records could not be located because 
the previous Finance Director (who managed the procurement of this 
contract) no longer works for the City. The City also stated that it followed 
the Secretary of State’s 2006 Local Government Records Management 
Guidelines which indicates a document retention period of four years for 
state records and seven years for federal records for purchase request/
order related administrative records. However, these guidelines were 
inconsistent with Caltrans’ 2012 procedures manual which required 
project records and documentation be kept for three years after payment 
of the final federal and/or state voucher for audit purposes.  

As noted in Finding 1 above, although the City designated one of its own 
employees as the “person in responsible charge”, it relied on Consultant 
A to perform the duties of the “person in responsible charge” because 
of limited resources. However, the City did not ensure that Consultant A 
carried out project administration and contract oversight, including proper 
documentation, as required by federal and state regulations.  
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Effect
By not maintaining its procurement records and adhering to various state 
and federal requirements, the City cannot demonstrate that it provided 
fair and open competition, that it selected the most qualified consultant at 
a fair and reasonable price, and that it selected the consultant who was 
eligible for federal and state awards. 

Lack of adequate supervision and inspection of projects by a public 
employee increased the risk that the City may encounter legal and 
compliance issues, safety and quality concerns, project delays and cost 
overruns, and lack of accountability over public funds.

Recommendations
1. Caltrans should coordinate with the Federal Highway 

Administration and the City to develop a corrective action plan 
to appropriately resolve this finding. This includes recovering 
$480,520 in questioned costs identified in this audit. These 
questioned costs are separate from Finding 1. 

2. The City should design and implement a process to ensure 
compliance with state and federal requirements and Caltrans 
agreement provisions, including updating its retention policy. This 
process should ensure that the City 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 City should provide training to staff on all applicable state 
and federal procurement requirements, including all applicable 
procurement and record retention requirements. 
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Finding 3. The City Claimed and was Later Reimbursed for 
Consultant Costs that did not Comply with State and Federal 
Requirements and with the Terms in its Executed Contract.  

Condition
Caltrans reimbursed the City for $36,911 in consultant costs that we 
determined were unallowable. We found that the contract between the 
City and Consultant A did not include subconsultant costs as an allowable 
cost. However, the City claimed $36,911 for subconsultant costs and 
was later reimbursed for them by Caltrans. In addition, Consultant A did 
not identify the subcontractors at the time of the proposal or obtain prior 
written approval from the City to use subcontractors.  We include these 
costs as part of Finding 2.

Criteria
Consultant A’s contract with the City states that the Consultant A is 
authorized to subcontract any specialized work, provided that the City 
Manager or designee has given its written approval of each subcontractor 
in advance of the engagement of the subcontractor. 

The 2012 procedures manual, Section 10.1 states:

The consultant’s organization and all associated 
consultants and subcontractors 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.

Title 23, Code of Federal Regulations, Part 172.7(a)(1)(iv)(B) requires 
subconsultants to be identified within the proposal with respect to the 
scope of work and established criteria.

Cause
The City stated that the subcontractors have worked on many projects 
and stated that “the Public Works Director and Engineer have constant 
communication about these projects, and they were unaware of any 
reason why these subconsultants wouldn’t be approved.” When we 
asked the City for written documentation approving the use of the 
subcontractors on both projects, City staff stated that they did not have 
written documentation. 

Effect
Lack of adequate contract management oversight resulted in claiming 
costs that may be unallowable. 
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 Recommendations

1. Caltrans should recover the $36,911 costs that we determined 
were unallowable. For clarity, we included these costs as part of 
Finding 2.

2. The City should design and implement a process to ensure 
the City obtains written approvals when its consultants utilize 
subcontractors. 
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Finding 4. The City did not Report Whether it Achieved the 
Project’s Benefits in Key Reports that it Submitted to Caltrans.

Condition
In 2018 and 2020, the Commission allocated $849,000 to the City to 
construct access improvements to bring the City’s infrastructure into 
compliance with the Americans with Disabilities Act (ADA) at various 
locations. According to the City’s application, “the improvements will do 
more than make facilities ADA compliant, they will make access possible 
for some, and easier for all, resulting in safer, more attractive facilities 
being utilized more frequently to the benefit of users.” The City also 
indicated in its Completion and Final Delivery Reports that the approved 
project benefits were “1,160 feet of reconstructed/enhanced sidewalks at 
numerous locations in the City to increase pedestrian safety, mobility, and 
accessibility.” 

The City did not include any information in the Outcomes section of 
the Completion Report that it submitted to Caltrans in April 2021 (see 
Appendix D). In addition, the City’s May 2022 Final Delivery Report did 
not include any information in the Outcomes section of the report, either, 
where we would have expected to find the City’s description of what the 
ATP project had actually accomplished relative to what it had anticipated 
it would accomplish in its application. Instead, the City left this key field 
of the report blank (see Appendix E). However, as noted in the Cause 
section below, Caltrans staff stated it was not requiring this information at 
the time the City submitted the reports. Nevertheless, the criteria outlined 
below requires entities to report project benefits in both the Completion 
Reports 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 
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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)

Effect
By not including a description in the Completion and Final Delivery 
Reports of the benefits the ATP project actually achieved, Caltrans 
(or anyone else reviewing these reports) would not know whether the 
project had met its goals of increasing pedestrian safety, mobility, and 
accessibility.

Cause
When we asked why the Completion and Final Delivery Reports did not 
include any information in the Outcomes section, the City staff stated they 
did not consider that information to be required since they were unable 
to enter that information in CalSMART7 (i.e., the input fields were non-
editable). City staff also stated that since CalSMART notified the City that 
Caltrans approved its Completion Report and that the City successfully 
submitted its Final Delivery Report, the City presumed that the submitted 
reports did not contain errors.

When we asked Caltrans staff why the City was not required to report 
the outcomes information in its Completion and Final Delivery Reports, 
Caltrans staff confirmed it was not requiring this information at the time. 
Caltrans staff indicated that at the time, Caltrans and the Commission 
were still in discussions on how outcomes information should be reported 
for the ATP program. 

⁷CalSMART 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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Recommendations
1. Caltrans should align its ATP program guidelines and its direction 

on how to report outcomes information with the Commission’s 
expectations as described in the Senate Bill 1 Accountability and 
Transparency Guidelines. 

2. The City should submit an updated Completion Report that 
includes the actual benefits achieved compared to the estimated 
benefits included in the executed project agreements. Additionally, 
if the benefits achieved differ from the estimated benefits identified 
in the project agreements, the difference should be noted, 
quantified, and explained.

3. The City should submit an updated Final Delivery Report that 
includes an evaluation of the benefits achieved. As part of this 
effort, the City should maintain a clear audit trail to document 
methodologies and assumptions used for the project’s benefit 
evaluation.  
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Audit Objectives Methods

Objective 1

To determine whether 
project costs were 
claimed and reimbursed 
in compliance with the 
executed project agreements, 
Caltrans program guidelines, 
and applicable state and 
federal regulations cited 
in the executed project 
agreements.

Selected significant and high-risk areas to verify compliance with the requirements 
of Local Assistance Procedures Manual (procedures manual), Surface Transportation 
Block Grant Program, and the Active Transportation Program guidelines. Those areas 
were: 

• Project costs

• Procurement

• Contract change orders

Project Costs

Determined whether construction costs were reviewed and approved by testing 
8 bid line items out of 23 total bid items from 2 billings (2 out of 8 billings) for the 
ATP project, and 10 bid items out of 57 total bid items from 3 billings (3 out of 7 
billings) for the STBG project. Determined whether selected costs were allowable, 
authorized, project related, incurred within the allowable time frame, and supported, 
by reviewing project files, progress payments, daily reports, weight tickets, and 
comparing to relevant criteria.

Determined whether consultant engineering costs were reviewed and approved by 
testing 5 consultant invoices out of total 32 invoices from 3 billings (3 out of 8 billings) 
for the ATP project, and 4 consultant invoices out of 20 invoices from 3 billings (3 
out of 7 billings) for the STBG project. Determined whether selected costs were 
allowable, authorized, project related, incurred within the allowable time frame, and 
supported, by reviewing project files, consultant fee schedules, and comparing to 
relevant criteria.

Procurement

Reviewed the one consultant contract that billed to both projects, and one 
construction contract that billed to the STBG project. Determined whether the 
invitations for bids and request for proposal were appropriately advertised, 
evaluated, and awarded by reviewing construction contractor and consultant 
engineering procurement records, such as project advertisements, contractor 
bid proposals, consultant proposals, scoring sheets, bidding documents, contract 
agreements, the City’s procurement policies, and relevant criteria.

Contract Change Orders

Selected 15 contract change orders (CCO) out of 18 CCOs from 2 billings (2 out of 7 
billings) for the STBG project. Determined if selected CCOs were within the scope of 
work, not a contract duplication, completed, and supported by reviewing the CCO 
memorandums, descriptions, project scope of work, construction contract, daily 
reports, progress payments, and accounting records.

Appendix A. Table of Methodologies
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Audit Objectives Methods

Objective 2

To determine whether 
project deliverables were 
consistent with the project 
scope as described in the 
executed project agreements 
or approved amendments.

Determined whether selected project deliverables for the ATP project were consistent 
with the project scope as described in the project agreements by reviewing as built 
plans signed by the registered professional engineer, comparing project deliverables 
identified in the project agreements to the Completion Report and Final Delivery 
Report, and comparing before and after photographs of the project site. 

Determined whether selected project deliverables for the STBG project were 
consistent with the project scope as described in the project agreements by reviewing 
as built plans signed by registered professional engineer and comparing before and 
after photos of the project site. 

Objective 3

To determine whether 
benefits were consistent 
with the project scope as 
described in the executed 
project agreements or 
approved amendments. 

Determined whether project benefits were adequately reported for the ATP project 
by comparing benefits identified in the project application to the Completion 
Report and Final Delivery Reports, interviewing City staff, and reviewing supporting 
documentation.

We did not evaluate project benefits for the STBG project because this project did not 
have any approved benefit terms and the Surface Transportation Block Grant Program 
guidelines did not address reporting requirements for project benefits.

Source: Analysis by the Independent Office of Audits and Investigations.  
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Appendix B. Summary of The Project Details, 
Including Audit Results

Project Details  

Project Name
Sanger Active Transportation Access (ATP Project)

Project Number 
ATPSB1L-5197(035)

Program
ATP - Active Transportation Program 

Funding Source(s)
State funds (including Senate Bill 1)

Project Description
Access improvements in Sanger and bringing City infrastructure into 
compliance with American with Disabilities Act (ADA) standards.

Audit Period
May 16, 2018, through April 16, 2021, for objective 18

May 16, 2018, through May 19, 2022, for objective 29

Project Status
Construction is complete and operational.

Audit Results

Project Costs
Project costs incurred and reimbursed were not in compliance with 
the executed project agreements, Caltrans program guidelines, and 
applicable state and federal regulations resulting in questioned costs 
totaling $711,047 ($533,723 for Finding 1 and $177,324 for Finding 2). 
Questioned costs of $36,911 for Finding 3 are included in questioned 
costs reported in Finding 2. 

⁸The audit period end date reflects the billing period end date of the last reimbursement 
claim submitted to Caltrans.
⁹The audit period end date reflects the Final Delivery Report submission date.
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Table 8. Schedule of Allocated, Reimbursed and Questioned Costs 
for the ATP Project

Category
Allocated 
Amounts

Reimbursed 
Costs

Questioned 
Costs

Construction $671,000 $533,723 $533,723

Consultant/
Engineering $178,000 $177,324 $177,327

Total Costs $849,000 $711,047 $711,047

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

Project Deliverables
The construction phase of the project was completed on March 29, 2021. 
The project deliverables, including the reconstruction of ADA ramps, were 
consistent with the approved scope. 

Project Benefits
Actual project benefits were not reported in the Final Delivery Report 
submitted to Caltrans. However, as reported in Finding 4, when we asked 
Caltrans staff why the City was not required to report the outcomes 
information in its Completion and Final Delivery Reports, Caltrans staff 
confirmed it was not requiring this information at the time. 



  Inspector General – California Department of Transportation

City of Sanger, Project Audit | 30

Project Details 

Project Name
Academy Avenue Reconstruction – 11th Street to North Avenue (STBG 
Project)

Project Number 
STPL-5197(039)

Program
STBG – Surface Transportation Block Grant Program

Funding Sources
Federal funds 

Project Description
Reconstruction of the existing pavement located on Academy Avenue 
between North Avenue and 11th Street, widening to add turn lanes, 
construction of curb, gutter, sidewalk, and raised median, and modified 
the existing traffic signals. 

Audit Period 
April 18, 2019, through April 22, 2021, for objective 1 and 210

Project Status
Construction is complete and operational.

Audit Results

Project Costs
Project costs incurred and reimbursed were not in compliance with 
the executed project agreements, Caltrans program guidelines, and 
applicable federal regulations resulting in questioned costs totaling 
$2,150,890 ($1,847,694 for Finding 1 and $303,196 for Finding 2). 
Questioned costs of $36,911 for Finding 3 are included in questioned 
costs reported in Finding 2.

10The audit period end date reflects the billing period end date of the last reimbursement 
claim submitted to Caltrans.
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Table 9. Schedule of Allocated, Reimbursed and Questioned Costs 
for the STBG Project

Cost Category
Allocated 
Amount

Reimbursed 
Costs

Questioned 
Costs

Construction $1,882,208 $1,847,694 $1,847,694

Consultant/Engineering $321,963 $303,196 $303,196

Total Costs $2,204,171 $2,150,890 $2,150,890

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

Project Deliverables
The construction phase of the project was completed on February 
4, 2021. Project deliverables, including the various improvements of 
Academy Avenue, were consistent with the approved scope. 

Project Benefits
Project benefits were not reported because this project did not have any 
approved project benefits. The STBG guidelines do not address reporting 
requirements for project benefits. 
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Appendix C. Criteria Related to Finding 2
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Appendix D. The City’s Completion Report Submitted on April 13, 2021
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Appendix E. The City’s Final Delivery Report Submitted on May 19, 2022
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Auditee's Response
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1

1

1
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Comments Concerning the Response Received 
From the City of Sanger

To provide clarity and perspective, we are commenting on the City’s 
response to our report. The number below corresponds to the numbers 
we have placed in the margin of the response.  

1. As a condition of receiving federal and state funds, the City is 
responsible for complying with many legal requirements, among 
them include retaining adequate supporting documentation. The 
City’s assertion that it has made corrective actions for projects 
outside of our audit scope does not overcome the deficiencies we 
identified. Therefore, our recommendations remain unchanged. 
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