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... GITY: OF TRIN!DAD
Nutes to Financial Statenents.
' Jutie 36 2017

The notes fo the ﬁnanciai statements tnxﬂude | sumznary of significant amcuﬁﬁng policies and other

fotes considered easentla} m fulh ly. drsdcs@ and fa’irly preasent the transactmns and ﬁnanc;ai pasitmn of

the City as follows:
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_ GITY OF TRINIDAD
Notes to Financial Statements
June 30, 2017 '

Note 1 - Significant Amuntiﬁ;g écéffcfes_} N
Defining the Reporting Esnmg ; |

The City of Trinidad 'was iﬁwrparat@d on Novembar 7, 1870 um:iar tha laws of. tha State of Cal fornla.
The City operates under a Council-Manager form of govemmient that provides the following services:

public safety (police, fire and anirmal control),-recreation and culture, mrb!ie zmprovemeﬁts pianmng anci _

- zoning, general and admmistratwe serv;aes cametery and water I‘J’Etlifiés

 The City pamctpates m a josnt powefs agency through a fczm'taﬂy argamzed and separate antsiy
agreerent. The financial activities of the Public Agency Risk Sharing Authority of California (PARSAC),
a public entity risk pool, are net included in the accompanying financial statements because they are

admmistered by a gavaming Mard wh:sh 1s saparata from ang’ mﬁependent of the Crty

‘Basis of Pmentation S

The agcounting mhcles nf the C;ty mnfesrm to aaeaunt ng princgp%es gar&&raiiy acf:epted n the Umted

States of America as prescribed by the Govemmental Accounting Standarde Board and the American =~
Institute of Certified Public hccaun{arrts as app xcabiﬁ to gcvammems Th& fcﬂwﬁng is & summary of the_ L

- more st,gmﬂcarzt pu!:eiea B

_ The gwammem»vwda f
* activities) report Inforimation on &l
- part, the effect of interfurid activi

s

which normally ate supported by taxes and intergovernmental revanus, are raported separately from -

, busrness~type ac:ﬁv%ti@é which mly 1o, a s;gmﬂeant esxtent o fees and chargsz fmr auppm

The statem&nt of aefi?%ties-é _
function or segmént are offset
Identifiable with & speci

Y pr{}gmm revenue, Direct experses are
7 ion or segment. - Program revenue includes (4
applicants who purchase, use, or ciirer;fy benefit from yoods, services, of privi

s imcluda attecateﬁ :néfr'

- S@parat@ ﬁnanaia%

- funds, even thf.;ugj

_ __-mdwu:iuai governmant :
- the funci finamai ata%emanis

‘separate set of §8

expendifures/expenses. Funéﬁ are m‘ganized inte three major categories: governmental, proprietary, g
and fiductary.. An emiphasis is placed on Imajor funds within the governmental and profrietary categorles, . =~
- Afund is considered major i it 18 the primary operation fund of the City, of the gm@rnmem has -

determmad that a fund is Impmarxt ’ca iﬁa f‘nancsfal staiement usar, or it meets the fo ic:wing cmer!

Total assatas hah@f lties, revenue, m %xp%ndrtur&sfaxpanses x.:f‘ that i ﬁdswﬂaa{gavemmemai fund 0*.:;21}3: ':

enferprm fund are at iaasi 1{‘}% of the earre&pomimg ioﬁa fer aif funds ﬁf fhai eazeg@ry or type
S L e

cial stat@merrts {Le., the staiement of net puszﬁcn and the statemeﬁt saf o
ofthe mnﬁadumary activities of the primary government. For the most
ty has been removed from these statements, - Governmental activities,

N Qr’t@trates tha ﬁegm tc; which tha ﬁffect amf indiract‘axpaases of & gévan i

se that are clearly -

jes to customersor .

. ges provided by a given -
. funetion or segrment, and (2) grants and contributions that are rastrmm& to meeting the operational or -

- capital requirements of a-particulsr funclion or segment. Takes and other items not included ameng - -
. program revenue. are rapm&dr nsf@adz &e.‘ ganerai revanuee Expsem:és; Fapérled faf funcﬁanaf acﬁvrﬁes

R esparate & 5"t_i_r3g aﬁﬂty Eaéh fuﬁd iséacau_ ed‘fer by prevzci rzg a;':
ffmbalam: ing ac&c:mmts_ that constitite its sssets, llabilities, fund sguity, revenue, and



L resaurces measurernent

 CITYOFTRINIDAD
Notes to Financial Statemeants. -
- Juna 30, 2017 :

- Total assets‘. abii’mes ravaﬁue, or expend:‘turesfexpenses of the mcﬂviduat govemmental ’fur*ad or
enterprise fund are at least 5% of the correspendmg total for all- govemmantal and enterprise
funds combined, - .

- The funds mf the fmanciai rapemng enttty are ciescrzb&d beiow '

Governmental -__t_- Types -
Governmental funds are thusa thromgh whsch mas’c gemaral govemment funfstaons typmai y are ﬁnanc&d :
.'Thea C: ity maintains tha fminwmg fune! ty;aas ' _ .

'.; General Fund ~ thia fur&é acﬁeunts far all unmsmctad mwam&s except thase raqutred to be*:' '
accounted forin ane}therfurzd T R -

e Special Ravenu@ Fundg thasé funds are used fo account for the pmz:eeds of spemfia revenus
resources {other ihan majmr %pita pre;ects) that are’ iegaty restricted - tc expendﬂurea for
spacified purpase& ' _ _ _ _

s Capital Projeafs Furtds thsse funds are usaci o acmuni fer f‘ nanauak remurm to be used far '
the at:quis;tion impm\femenfs c)r ﬁeﬁstrucﬁan of strests, fnfrastrueture an& majer capital prqjects 3

» Enterpnsa Funﬁs zhes@ funris ar‘e s&tab%zshed to amczsm for opafatioﬂs that are fmanced and -
operated in & manner similar fo private business enterprises - where the intent of the City is that
the costs (expenses, Including depreciation of providing. goods orservices to the general public
on a continuing. basls be financed or recovered primarily through. user aharges The Water
iffﬂft;ea Fmd am:i tha ésemetefy Fund ar@ repcrzed as artterpnse furzds :

.3 } Gmera} p“”d- £ t?ﬁs f‘md is. ih& S*‘iys ?ﬁm&f}’ ﬁtﬁaraﬁng fumf It accuunt& for ail fmancﬁzaii S

- resources af tha geﬁera& gwemmen’t axeept zhezse rec;uired te be a*;@oumed far in anather fund

:s%'__méaﬂ Eeanhes G‘mn% thm% fumi is uszed ta armaum far pmeéeda mcawed fmm a State gram | 'i
Revenue ;s restr‘mz@{:f for mmtczring ﬁﬁd mmagamant &xpendztures of btoicg;ica! ssgnifrcani aress..

S GOF’S Gram‘ ':hm funﬁ izs ;ugsesf to acc;eunt far g}rocaecis res::e
e 3re3§ncte<§ for pu&:%‘ “ safety ésxpem}mres :

)%:__Ocem Pmﬁe&tfm (& éncﬂ-{ﬁpi?} Qf&wide Law fmpact i&evefopmenz ':(L_!I;é) Qranf ihls piaﬂnmg_
- and construction project is beirig fundad by State Proposition 1 funk ,_:_Rmsnue is rasirxugtad_ fg;f
. the d@‘éi@ﬂ aﬂﬁ_ ristruot a;‘f c:f attemaﬁve street and storm water fﬁf‘ﬁiﬂaga flows. g

_,: frcsm a mate grarzf ﬁever}ﬁe is'f

S Measuremem fm:m za P %erm useci m da&&fi&xa “wh ah" fmnsasfsuns are reaerdeei Within the \evamzxus'fE }f
- findnclat statements. Basis of accounting refers fo “whén” transactions are recorded regardiess of the

- measurement foeus applied. - The governmentwide statement of net position and the statement of -

activities, and both governmental and business-lyps activities are presented using the sconomic -

“determination of operating income, changas In net position. {or cost recovary), financial posltlsn and

us. The acsaunimg nhjectives of the éconoimic measurement focus are the . o

- gash flows, AI assets anci iiabitﬁ‘i% (Wheiher curren% or ncmr;:urrént) assaa ate& with thstr acﬁvi ties. are_ o

3 raported

'§5



"GITY OF TRINIDAD -
Notes to Financial Statements
~June Sﬁ 2017

In the fund financial statements the currem f‘namaf rasources measur@mam focus or the "eacncmfc-
resources” measurement focus Js used, as appropriate. - Al governmental funds ufilize @ “eurrent

financial resources™ measurement focus. ~Only current financial assets and liabilities are: genem%y

included on their balance. sheets. - Their aperatmg statemients present sources and uses of available
' spandabie financial resources during & given period, These funds use fund baﬁ‘ance as therr measure of

ava: lable spendabia ﬁnanmat reasaur‘c:as at the end of thé penad

The proprietary fund ut Exzas ari “aeammia resources maasurement focu&s Prcspnafary fund aquuky s

ctas&ﬂed as net pamtmrn 7

ngency funds are not invcived In the measumment of resutts af cperattnns therefare, maasuremeni' )

focus is not apphcabie to tham

Basis of Accounting ' ' } .
In the gava«mmant«w%de siatement of nei pesstm am‘i in the statemeni czf actw;tms, both gavemmemal :
and business-iike activities are presented using the “accrual basis of accounting.” - Under the scerual
basis of accounting, révenue Is recognized when earned, and exXpensés are recardad when thé liablility is -

- incutred and the amount of {:;bi:gatm Is asgertainable. Revents, ‘experises, gains; losses, assefs, and
Habilities resulting from exchaﬁga and exchangam fke transacﬁons are racsgnizad when the axuharzge .

" ‘receivable when eame
- expendifures are madl

| ,_.ﬁ_'ﬁGanaralﬁudget ?’si“ . malitain ! hjee
- compliance with fey ydled in thaannua ﬁnﬁgatappmvaib'  Clty Councll, Eudgetary}_i-

- outstanding purchasa o

‘became both measur,

takasptme T ___::_

in the fund fi namcsal siatements gov&mmenta funda are prasented on ihe “madsﬁad sc:z;ruai bas%s of =
accounting.” Under this modified accrual basis of accounting, revenue is recagmed when "measurable

-~ .andava flable.” Measurable: means, Knowing or being able to reasonably estima '
[ means c:&i!actibma withify the

~which is susceptible to- fceru

. due for the fiscal year and c{;ﬂeciecf wﬁhm SG day& aﬁér yaar»end

- charges for services, and
" recelved in cash bet

rent perigd or soon-snough thereafter to pay
includes property taxes and special a

taxpayer assessed ta@

which is hormally. reim

'ersﬂy;fh
cie hﬁ grﬁani-pmgram er eonimatuai agra mem, Expe

when the fund imf:;“f‘aty

s for an enterprise ir

foct on an entarpnsaf =

Ll Ci .
se ammﬂm& evéntss arzd circwnﬁﬁai‘ma t;ccur raﬁ‘ter ﬁmn fmiy whan szaah sj,

e amount, Avallable
iabilitles, ‘Revenue, ~ ..
asam&at&f i_:are lovied forand .
i9es, permits, fines, penalties,” -
miscelia eni smd 5ty;a$ revenue when
gg ; \ PR

soive Isfo enstre .~ -

control for operations 8 Maintained at the department level by individual funds. Budgstaiy control for .- S

level by fund. The Qitys budgetad expenditure gutharity lapses at the end of each fiscal year. However, - e

S subsequent fiscal year up _n {Z:;ty Cmumsf appmval

~ Budget 138813 of Ac"' un_tmg budg@ts far gmvammentai funds are adopted ohd bams mn&lsteﬁn{ wlth
. acc:aunfmg ;::mczpiasj gﬁmrai y acrz@pted in the United States of America as prascribed by the GASE% ang_ S

Ce

& -capital improvement projects (L.e., project-length financial plans) is maintained at the individual project’ S

commitments of capital ;mprovamam ;:arqmts may be re»appmprsated for the. e
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the AICPA. The Budgetary Comparison $chedu1e of the general fund presents comparisons of legally
adopted budget amounts (both the original budget and final budget), and actual amounts, on the
budgetary basls, The budgeimg basis Is substantially equivatent to ibe City 8 acsoumtzng basis; thus ne
reconcillation beiwe&n the two is canslderec{ nacessary -

Other Accounting Fﬁ'o'litiieg s

- Cashand inggstmanig

The City follows the raqufremems of GASB in reportmg cash and investments at fair value and disclcsmg _
risks ‘related to credit r%k mmenﬁf‘atten of t:reeﬁlt riak interest rate risk and foreign currency risk, as
applicable. _

Gas d ash Equivalents .
For purposes of ‘tha statm’nent of cash flows, the City mﬂs;ﬁiars all i’ttghiy i:quld investmants with a
maturity of three months or Iess when purchased tﬁ’t be cash equivalaﬁts :

Capital Assets

‘position, Public &amain gan&mi ﬁap;taf aaﬁats {nﬁ‘astmctum) sanszstirxg r;af eertain lmprovaments Qimr :

than buildings, such as roads, sidewalks and bridges are capitalized pm&;ﬁecﬁva starting July 1, 2003 In . :f ”
accordance with GASB Simt No. 34, : City policy has sef the capitalization threshold for remrtmg capital -

assets at $5,000. Cagﬂta mﬂlay s regorded ag expenditures of the general and special revenue funds,
and, as capf ftal agsets in the government-wide financial statements fo the extent the City's t:aprtai;mtmn
- threshc:tci is met. ‘i)m‘aaﬁed assats are recardaﬁ aﬁ estl mated fa:r value at tha date af danatmn :

Property, plant and aqmpment at:qu md fcsr prapraai’ary fum:fs are capitaiizad irz the resaeame fund t{:

~which It applies and .are stated st their cost ~Whete tost could not be determined from the available L

- records, est;matad hzstmcal cost waa used te rec:ard thee éghmateﬁ value of tha:'aﬁs'eta,

Depremaﬁan is reanrded on & 8&’3]9%&@4 ne ba.?,ia over the estimated usefu! kveas of the c:aprta aasetsf !

......

which range from 3 to 20 years for equipment and vehicles, and 20 to 50 years for infrastructure,

buildings and improvements. Land artand tmasumrs are not eaﬂsm%ared axhaustibxa, therefare are- not L

_ being deapreclated L

" Us ggj%sﬁmagg R e : ey o :
_The préparation of ﬁnamia! sstatamenm mquim& mamagement ta make eaf;matas ami aasumptfcms thai

- affect certain repart@ﬁ amoums and érsmgﬁufm Aucwcﬁngiy actuai r@suiﬁs enuld d?ﬁer from th@se,, '

o estimates

TR satedAbs&n' s

In compliante with® @ASE Stmt Nc« *éﬁ ﬂ% c iy has aataﬁifshéd a Ifah;hty far ammed vacat:on ex@epi IR

that additional accruals for salary-related mn&ss associated with the costs of compensated absemes,- [l

for example, the employer's share of social securily and Medicare taxes, have niol been gcorved as that .~ -

- amount is. not considered significant. or, material to the financial ‘staterments taken as a whole. All 7 7

‘vacation pay is asccrued when Incurred in the governmentwide and proprietary funds financial
_statements. This liabifity Is established for current employees at thelr current rates of pay. If accrusd

vacation is not used by the employes during theit ferm of employment, somperssaﬁnn is_payable to the

employee at the tme of separation, and at the employee's prevailing rate of pay. Each fiscal year, an -~

- adjustment to the llability is mads based on pay rate changes and adjustments for the estimated current
portion due within one year. Due to this immaterial amount of year end acerued compensated absences,

- the City has elected to report compensated absénces as accrued expenses in all funtis ‘which is margécﬁ PR

- with acwums mayaibie smd mpﬁrtecf as Péﬁ‘ﬁ:‘[ﬁl&% m the fmamal statemanfa
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g ;ma@nd f;cﬁm;g

Interfund activity is reported as Iaans, reembursements or transfers Loans are reparted as nterfund
receivables and paysbles as appropriate and are subject to - elimination .upon consolidation,

Relmbursements ars when one fund incurs a cost and then charges the appropriate bensfiting fund and- B

reduces its ralated cost'as & rezmburaamant All other interfund transactions are treated as transfers,

Transfers between governmeital and pmpnatary funds are’ nstted as part of tha reaomﬂ ahnn 16 the - :

gavemmentﬁwide ﬁnancsa siatézment&

Pmr.xartv Tax Reven_gg

Property taxes in the Staté 'af Ca ffornia arvs acimimstered far all local ag&ne&es at the Cc»unfy te\m ang

consist of secured, unsecured and ufility tax roiis ‘f‘he fo!iawing is a summary of major p@ilmes am:i
practtces relating to pt’@ﬁeﬁy taxas SRR

> Prapeffy Efafuatzcns are ?fastablishsd by ti’m Assessor of Humbmé’t i;‘,aunty for thie secum‘d o
and unsecured. prc:perty tax rolls; the uﬁkty ;::;mﬁerty tax roll is valued by the California
State Board of Equalization, Under the provisions of Article XIIfA of the State Constltution

: adapted by tﬁe votefs orz June 8, 1978} pmpem@’s are asSessec# at 1{:!0% i

(Pmpasitm 1

Jimited im a maximum of- 2% Howevaf* mreass io ﬁﬂi value - s a‘iiawed for pro:perty .

mpmvam@nts or upori changs in ownership, Parsona pmperty l$ exaiuded fmm thess o

Iimstaizﬁns and is subj&ct to annuai reapprafsa!

» Tax Lavies ‘are. lf ited *Eo ’1% cf full assessed vaiua whieb r@suiia inatax rate of $1 00 ;  .
per $100 assessed valuation under the provisions of Propesition’ 13. Tax ratas fer vmr» :

' appwv&e{:} ?ﬁﬁ@bfﬁéﬂ&&ﬁ ar@ exciudad fmm this it m;tatlvn

- responsibility _fr;er c:ollemﬁﬂg the ﬁ@iim@uemes as well as;m@p?ng ﬁw@ miateﬁ i_ate_ p?eat‘;aitles ;

. .ané mterast ST e

> Tax Lwy Appcmanmsnfs due m tha natam af the G‘!tyuw ele maximum Ievyi it s nst,'f' R

. possible c}zidenhfy gc&rzeraiwpurpase tax rafes for speﬁxﬁc Bn:trties
adr;pted f

s tz;x olieetar Taxe& andf; .
s againg] he ;}mpeﬁy, may:._“:ifﬁ

, Pﬁymen% mustbe

of the fiscal yéar. . -
‘ﬁ % ﬁy hﬁg @gaﬁfﬁd{_f A
-uncier the Stat& S
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»  Property Tax Admmfstrat;m F‘ees the State ef California fiscal year 1990~91 Budget Act
authorized Counties to collect an admimstrative fes for its collection and dlstributzen of
pmpeﬁy tax revenue. : N

Substamiai y all govemmanta! fum:l revenue is accmed Prcperty taxes are bil t&d and collected wzthm S
the same period in which the taxes are levied. Subsidies and grants to propristary funds, which finance -
either capital or current operations, are reported as ncm»-f:;perai ng revenue based on GASB Stmi. No. 33,
in applying GASE Staternent No. 33 to grant revenue, the provider recognizes liabilities arid expenses
and the recipient recognizes race:vables and revenue when the applicable “efigibility requirements, .
ncluding time requirements, ars met. - Grant resources transmitted before efigibllity. requ rements are
met, are reportad as advames by tha prov:d&r and daferred mvanue by iha rempiant o

Operating income In proprietary fund ﬁﬁancial staiements includes rwanue and expenses reiatsd to the
primary continuing operations of the fund. Principal operating revenue for proprietary funds are charges
to customers for sales or services. Frincipal operating expenses are the costs of providing goods of
~ services and include administrative ‘expenses and depreciation of capital assets. Other revenue and

 expenses are classified as non-operating in the financial statements. When both restricted and: .
~unrestricted resources are available for use, it is the City's policy {0 use restricted resourcas first, and

then unrestricted resources as. neeﬁe‘sd i’ixpaﬂd:tures are rermgmzed when the ra!afad fund Itabi?tty s
incurred. R _ _

The Czty's Net Pasni an s aiass;ﬁed as fsliaws ors ’the govsrnmem—mc{e stai:ament of ﬂet pos:tton

| = Net 3nvestment in Cﬁgj%al Assetg represams the Gﬁys tatat mves&ment in eapﬁai asssats; reduaed: :
by any outstansciing d@b’e ussad te acqu re thesé assats . o

« . Restricted Net Position - Includes resources that the Gsﬁy je !egaify ar can%raatua!iy abtigate{i to S

spend In a:::wrdance wth rastrici‘ien& mmse& E:y exiama{ i’hif’d parﬁes

= 'Ljnms’crictad Nat ?ﬁssmn = represants E‘%SQBE?}&& demzad fmm sﬁurws wﬁhwt sgandmg_ i
- restrictions, are used for transactions relating the germral operations of the City, and may be used -~
at the discretion of ihcse ehargeci Wt?s gmfémame tr;) maaﬁ curr&nﬁ ax‘;mm% or obligations far RN

. any ;surpase

und Balanc:a da&agnattans are c ass f‘ eci m*s the govemmenta funds balars% shast as fmmws

+ Nonspendable < . aimuints that cannot be sperﬁ: because they are e;ther (&) egaﬁy or contractually Ak

recuired fa:a b@ mairziaihad iniacﬁ or {b) m‘t m speneiab & f@rm sa:ch as Qng»term nat% recza vab%e‘

e '-Rastnctad amaur%ts that can be speit r;miy for the specific ;;urpc}ses stapulated by cansmatuar;, -
_exiemai reseums “{jmv ciem m* tﬁmugh enabimg e@gis!atlmn S .

¢ Commilttad = amonts that can be used cmiy for the specif‘r: pvrpases determined by & fcsrma]'::'.j
“action of the City Councsi t&: es%ab ish rodify or resc;md & fund. balam;:e wmm;tment o

e "Assignec% - amaunts ‘ihat are censtrained by the gcvemment’s mtent tz:- be used for spec&ﬁc"":“ '

purposes but do not meet the criteria to be classified as restricted or mmmitted as determmed hy _
a farmai ac;tinn or patzcy c:sf tha (I:rty Gaune: I orits ap;:ro med afﬁaial _ '

19 ff |
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« Assigned amounts that are consira‘iﬁed by the gwammant‘s intent to be used for speci?"c- _'

purposes but do ot meet the criteria td be classified as reafricted or cammitte;d as. daiérm ned by o

a fnrmai aatim or ;::oncy wf the (:xty Caurzmt ar its appainteci fﬂcfal

Uﬁassigneci - ‘the resz;iua iasseﬁcatxcn for the ggovemmenf’ts_ anerai fund and inaiudas ali- .

spendabie amaum& nai ao&taﬁne& in iha other ciassifc:atms

Nate_zwSfewardsmp;.ébﬁy&!;énée, ;ah& Ag‘co_wztabfiity -

can be impi@m&n&ed,
_ subjefi h:} the vo’ée intitiative pr

or v extonded taxes,
] rqsml befcare they__ S



- ‘account balances

- Insurance . Corpo

L deposits.

. GITYOFTRINIDAD =

.~ Notes'to Financial Statements

- - U " Junedn, 2017
| Note3-Cashandinvestments
The Gity follows the practice of pooling cash and investments of all funds except for restricted funds
required to be held by -outside custocians, fiscal agents or tustees, under e provisions of bond
covenants. . Cssh and investments at fiscal year-end are classified in the accompanying financlal - -
e e oy vostmerts o flcal yoarrand, e clasalien T Sepmpenyrg Tnesl

ofNetPosion
. GovermmentalActviies - § 12829066
Busiess-ypeActivities . - 4072786

_ Cashand investments consist of the folowing:
" Deposhs with fnanclal Institutions . §. 1780188
- Local Agency Investment Fund e |

id the looal bank

 Coliateral and C
At fiscal year erd, :
¢l

deposits in transit.

ant. G

 Invesiments n mg
EDIC of any gov




~ to changes In market m__are%f- rates

. The' mvestment peit :

_ the Investment. This

i Gaixfam%a Gwamm

pciicy ﬁa not cont

110% of the total amo
o institutions twa«mm
n i ‘Ehﬁ @ﬁewet! pﬁbim

- -_'"':That:redinskfarm?
s g;jcieaar) m a‘tran*

o 0 --Off“ cex whic;h is aueifteef -t;y 5%%'1@ :Burﬁau {}‘F g’tate ﬁxudsts m t:f .}um 39 261‘? PM As h-éaﬁci appmx;maieiy. i_

. GITY OF TRINIDAD
 Notss to Financial Statements
SRR Junas() 2017 '

_Entegest Rate. Filisk = _
interest rate risk is the risk that changes in markst interest rates will adversely affect the fair value of an

Investment. Geherally, the longer the. mammy of an investment the greater the w}siiwity af its fair value

a mty aﬂn’tams zmziatmns onthe amount ihat can be ‘invasted in. any s;nglaz

issuer as described above;, and bayand tlmt stnpu%ated by the Calfornia gweramem cade. investmemts SR
_ ai fiscal yearnend we ollows: : _ _ Lo
lwegﬁnen&‘ﬁm& _ Fair\faiue ' Maturtiy ‘ ‘s’i@ia‘i 'tﬁeneen{ir‘aﬁm _____ |
Local Agency Inves maniFund : 5 75, 508 Gdmonths  002% . 24%. . o
| Damané mems‘its_(chec:kmg) - i;- 1,780 _053 ondemand oo o T
 CreditRisk ER & TR

{Beneraﬂy, credit rfak 1§’ th@ nsk that an pssuar Qf an in\fe;stmant wﬂi nt‘it fu!fili its Qbh,gatm to the haldar of G
measured by the assigriment of a rating by a nationally recognized-statisticat =~~~
ity's: investment. policy limits ‘credit r%sk by requmng aampﬁance with the'-.' i

e far‘ ’fﬁvestmem ﬁf ;:mbii:; funds, . A : . R

rating orgamzailem

The cred;t risk ‘f{}r‘ de" "
. gav&mméﬁt will not
are in.the posseésalc

gevemm@mai unit),

-5..&% by thfa ‘public ‘agencles. r;:
208t bypedgirag ?"rsttmsi daeci msrtgag;e_ of

g 22 S
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thes_ to Financial Statéménts
o June 30,2017

$77.6 billion in mvestments Aadited finarsczai statements cf PMIA may he abta hed fram the Gaiafomza" 3
State Treasurers w’eb a?te at www. treasurar cagov. . :

The fair value of the City s invastmant in th;_s pozsi is reparted in the ac,eompanym' | r“";3&:'1;%1 staiéments af T

amcurzts basad ugm“

Natezl Rec:eiva&fes .

'f ' ﬂcceuﬁ% and bther ma

i contributed 3{31 52510 the
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&otas to Financial Statements
B .}une 30 20’57

Note 6 - « Capital Assets

oV r_ hental-iype capitai assat ar;tmty fsr the yearwasa follows:

Eegim ng " Additions/. R&tf_f}e;tr{éhfs} o -En‘dfﬁg_ R
Bai:ance - _Completions _Adjustments ~  Balance

Cland s _g;j._?g_‘.rszae: B - s sazie $. 43778
- .Cons_ti'uctioneiﬂ-:ptﬁd@gﬁas;_ R PR T RN v T TR
U emO = 34278 . 43me o

ZQMMS.&&
Bulldings, Empmvements : : o _ SITRN R
andStrests . 3204136 . 567,600  (BO1,777) . 3259,858 .
Equipment: ~ . f“_im'a#gz;&,_':'iﬁ e 20187y~ 8a7er
Vehicles - f o sITre o ATEOO. e . 75975
S e ...... 3455834*;_’5 BB5000 ¢ (621964) 3,418,870

By - 8913 (334797)

aas*r 124 885000 . (612,051)

5 BaEOG0 S (BTT7TR) & 307

S Addtonsl ﬁaﬁwmntsf . Ending
o Complations - Ad}ustmems . Baancs o T

'-: Game&ary _
Eﬁepreuiabfe ass@ts 'ne

Mzas‘m

o T""ai wpﬁa} assels, "‘@f :f: 5,736 8 (1,006,890 $ 1153630




. CITYOFTRINDAD . o
_‘Notes to Financial Statements o - o
_ J%me%& 2{11? ' . S Y
Nate & Payabfes

- Accounts payable ancﬁ accmais as reparted in thea Staiement of Net F’o'simm are cemprxsad fohé
fcﬂz}wing : : . |
 Governriental Bus n‘ess;f.ype

o Activities Acﬁ\fmas :

o Gants‘ac:tors -pmgrams & SRR -
ed 5 ﬁ'?ﬁ-,’%ﬁs, _.-$ 15 049'; -

CAzaTs el
TBID p&ss through N 1 (R

__ 'Vend&rsaﬁdsuﬁpkﬁa L 4B . 613
3 | $"ﬁ, ] ?30?67' 3. alae

Nofﬁg R}s;fmamag‘?ﬁ?éﬁ% ::':? -

sk pae}i mrreﬁt y : :-' _
3. The relationship = -

i -MﬁsAc ﬁr'tha Amaritg{_ g
. 5 City for ﬁnam:ial e

i }muram:e prograrm for.
! p

of management -
tog beyunéitheair' e
‘332& &Re ponse.

: .;ﬂe!‘aga, tha City zs ERIRp

d actions against
 amount of liability,

_'JuEy’l 2014 thmugh June 30, 2017 ar
1 'amuaf Stat@ granﬂn i:h  Bmount

- omim SONtracts T d-}iu water quaiity, __’: IR
D = ater. plant. upqrad@s, arscl sirest mpmvemehts éi:"ﬁr\e ai:;ﬁiy'cf the Cify ta mwt S
e ;_i*tsz commﬁmms is d@panciam pon c;ontmu%d mtergwemmantal gram fundiﬁg . S




o -_HGCGMbaﬁyinQ fﬁanciak; .
F&Quire disciosure et

GiTY OF TF?JNIDAE’J _
Nﬁtea to Financial Statements
Juna 38 2017

The City entered into a Qeﬁyear Iease agraement w?th the Triniﬁad Coastai Land Trust for a busld ng
which is occupled by a branch of the Humboldt County Iibrary Annua! rent is $5€30 per yaar and -

adjusted avery fi\fs years eq&at to a wnsumar prfce Index

Note 10 Subsequem Events

; The managemem_csf ihé C_rty has reviewad fhe resulfs Gf mparatwns fmr th_a‘pe:_ d f
+ June 30, 2017 through Fe S AUBH

'em;nad that no- ad}vsiment& dre ﬂemsary 0. Hh _,_fam&hts mpeﬁeﬁ in the:‘f L

in_draft form, and -have ¢ e
4 emianis nor have any suhsequent gvents. cccurrad' the nature of wh ich wauléff’_} T

' _Nafa 11 i\*ew Pfonwncemenfs

GASB 3tatemenz Na 75, mmmmg and ananmai Rapoﬁfng fc)r Pasf&mpm?i’ '
. P@nsms an e

' t are eﬁ‘ettwee f@r ?@"{i :rtmgj_ arzods heg nrmg aﬁe{f'
e :manmgee:f (ssuad'ﬂﬁﬁ} fie R I

sﬁs begénnmg aﬁarff,: |

r dune 15,2017,
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Juna 30, 291?

_ Nate 12 Fund Balance Dasfgnaﬁans S‘es:tfan of the aalance S!waf

Glean  COPS ~ OPC . Other

‘Genersl ~ Beaches .. Grant  Citywide Governmental

Total
Fund
Balance

FundBalances  ~ ~ Fund _ _ Grant’  Program _ LD Funds

Desngnatians

‘Nonspendable: . § 11191° 8 | a; $ R T
Restricted for:

Cloan Beachesprofect = .91 - L
Messure Z propesition -~~~ - - 7B3IT - - T S

EntﬁgfaéedWaSte'Mgmt A . W 863{3

StateCOPSgant- . o 41838 - o .

-Stateaasmxstreatpmjﬁets BRI --:.;;'f-;;'-:-:: R 1?142-.“'
Siate‘i‘mstrﬂatpmjem T T N - S 8,863

$ ‘i’fgf

§ '-?Q’f-: _
78317
5,830

11,836
AR

 Total restricfedfuadbalanﬁés o TB3TT 91 11838 . ,__2438_3_5 .

o cammmedtﬁ

Emsrgencyresarv& L ';';.'459_;'{,}6:{1_'5]_' o e Ll

 Budget Stabiization T T ABDO0 e o e PREE S
Gap&ai!ﬁpe&iai ijecim&ew:': : "‘:3"66 D00 T e e

450000~ -

459,000

f 3@5 09&5 o

15,000.

Selt insurance reserve ABDOO. e e e

N ﬁﬁ@gcae;:{' TR N

e Asswned to. :
Fira aiém ea@ﬁat. rasarve -

Azl

e -ﬁl_i?&_&‘ignigd: e

* Total Fund Balances

:;.:123 ‘z?g' o e
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_ GITY OF TRINIDAD |
Required Supmememary lﬁ’farmat:an

June 38 2017

The. Czty fol tcsws thasa prccedums tn estab sshmg the budgetary data reﬂacied in the f‘nanczal
statements;, : S _ _ _

-

- operating ‘budget fo

: Budgats fear the

Prior o tha ciose af’ eacb fiscal yaar the Ctty Manager submits {o ihe C;liy Cauncﬁ a pmposed IR
the fiscal year cammanziﬁg the fo%lowmg July 1. The cperatmg bmgét' E

mciudes prapas rwenue anci expendfturss

'F’ubttc hearmgs a" _r:;w:lucted ai Cif,y Gounc;i maetmgs to @btafn iaxpayar comments pmr to __
adoption uf the bt;dgei., . .

nJuna P

Prior to July ‘i Zhe bucfget l&ga iy aﬁcpted fmr a[! quemmentafi i‘und typ@s through chz.mi-
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DISCUSSION AGENDA ITEM 2

SUPPORTING DOCUMENTATION FOLLOWS WITH: 0 PAGES

2. Receive Mid-Year Budget Presentation




DISCUSSION AGENDA ITEM 3

SUPPORTING DOCUMENTATION FOLLOWS WITH: 5 PAGES

1.

Consider Developing RFQs for Engineering and Planning Professional Services

The complete Caltrans Manual was 58 pages long.

Paper copies will be available upon request, and the digital copy will be posted online with the packet,




DISCUSSION AGENDA ITEM
Date: February 15,2018

Item: Procurement of Engineering and Planning Professional Services

Summary: The City is working under various state grants that have very specific procurement
requirement the grantee must follow. For some of these grants, those requitements include the
City demonstrating that all contractors, including the City Planner and City Engineer services,
have been selected through an open Request for Qualifications process within the last five years.

This requirement is consistent with generally accepted best practices that Cities procure outside
consultants for engineering, architectural and planning services through publication of a Request
for Qualifications (RFQ) in a competitive Qualifications Based Selection process. The RFQ can
be project specific or for procuring general services (such as City Engineer and City Planner).

For contracting with consultants (e.g. engineering and planning) on projects funded by Caltrans
(state and or federally funded), the City must either adopt the Caltrans Local Assistance
Procedures Manual (LAPM) Chapter 10 Consultant Selection or get approval of the City’s
procedures by Caltrans. Staff recommends adoption of the LAPM Chapter 10 to guide
procurement processes for the Van Wycke Trail grant and other applicable grant projects,

In order to satisfy current and upcoming grant requirements, and as a matter of general policy,
stalf recommends that the City initiate a Request for Qualifications process for our City Engineer
and our City Planner services. The intention would be to enter into one or more task-based
professional service contracts with individuals or firms to provide general planning, engineering,
surveying, environmental and construction management services. Services may include
assistance with future State, Federal and locally funded projects, as well as project management,
project review, consultation and design services. Additionally, the submitted Statements of

Qualifications on file with the City could be used to procure services as needed throughout the
year.

The process would begin with identifying and defining the need for consultant services,
developing scopes of work and schedules, then drafting and releasing RFQs for Engineering
Services and for Planning Services. Staff would return to Council with recommendations for a
consultant selection committee and other actions necessary to complete the selection process
according to state and federal requirements.

Staff Recommendation:

¢ Adopt Caltrans Local Assistance Procedures Manual, Chapter 10 Consultant Selection as
City procedure for applicable state and federally funded projects.

» Direct staff to develop a schedule for engineering and planning consultant selection, and

develop and release Requests for Qualifications for Engineering Services and for Planning
Services. :

Attachment: Caltrans Local Assistance Procedures Manual, Chapter 10 Consultant Selection
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DISCUSSION AGENDA ITEM
Date: February 15, 2018 ’

Item: Procurement of Engineering and Planning Professional Services

Summary: The City is working under various state grants that have very specific procurement
requirement the grantee must follow. For some of these grants, those requirements include the
City demonstrating that all contractors, including the City Planner and City Engineer services,
have been selected through an open Request for Qualifications process within the last five years.

This requirement is consistent with generally accepted best practices that Cities procure outside
consultants for engineering, architectural and planning services through publication of a Request
for Qualifications (RFQ) in a competitive Qualifications Based Selection process. The RFQ can
be project specific or for procuring general services (such as City Engineer and City Planner).

For contracting with consultants (e.g, engineering and planning) on projects funded by Caltrans
(state and or federally funded), the City must either adopt the Caltrans Local Assistance
Procedures Manual (LAPM) Chapter 10 Consultant Selection or get approval of the City’s
procedures by Caltrans. Staff recommends adoption of the LAPM Chapter 10 to guide
procurement processes for the Van Wycke Trail grant and other applicable grant projects.

In order to satisfy current and upcoming grant requirements, and as a matter of general policy,
staff recommends that the City initiate & Request for Qualifications process for our City Engineer
and our City Planner services. The intention would be to enter into one or more task-based
professional service contracts with individuals or firms to provide general planning, engineering,
surveying, environmental and construction management services. Services may include

-assistance with future State, Federal and locally funded projects, as well as project management,

project review, consultation and design services. Additionally, the submitted Statements of

Qualifications on file with the City could be used to procure services as needed throughout the
year,

The process would begin with identifying and defining the need for consultant services, -
developing scopes of work and schedules, then drafting and releasing RFQs for Engineering
Services and for Planning Services. Staff would return to Council with recommendations for a
consultant selection committee and other actions necessary to complete the selection process
according to state and federal requirements.

Staff Recommendation:

¢ Adopt Caltrans Local Assistance Procedures Manual, Chapter 10 Consultant Selection as
City procedure for applicable state and federally funded projects.

¢ Direct staff to develop a schedule for engineering and planning consultant selection, and

develop and reiease Requests for Qualifications for Engineering Services and for Planning
Services.

Attachment: Caltrans Local Assistance Procedures Manual, Chapter 10 Consultant Selection
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*Select Project *Identify Need for Consultant *Estimate Cost of Consultant Work

*Set Project Objectives *Appoint Contract Administrator *Determine Type of Contract

*Determine Project Schedule *Segment Project Work (Project Specific or on-call}

*0btain CTC Allocation/Federal *Define SOW of A&E Consultant *Determine MOP: Lump
Authorization to Proceed prior to *¥Specify Products to be Sum; Actual Cost-Plus-
beginning reirmbursable work delivered Fixed-Fee; Cost Per Unit of

*APM Exhiblt 10-U: Work; or Specific Rate of
Consultant in Management Compensation

Support Role Conflict of
Interest and Confidentiality

Statement, if applicable:
submit to DLA-HQ with
Request for Federal
Authoerization to Proceed.

|| ARE = Architectural and Engineering

A&l = Caltrans Audits and Investigations

§ CT = Caltrans

’ DBE = Disadvantaged Business Enterprise

DLA = Division of Local Assistance

¢ DLAE = District Local Assistance Engineer

DLA-HQ = Division of Local Assistance-Headquarters
2l LAPG = Local Assistance Program Guidelines

il LAPM = Local Assistance Procedures Manual

¢ MOP = Method of Payment

i RFP = Request for Proposal

! RFQ. = Request for Qualifications

£ SOQ = Statement of Qualifications
i SOW = Statement/Scope of Work

Figure 10-1: A&E Contract Procurement Process Workflow Diagram
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*Determine Solicitation Document;
RFP or RFQ

*Appoint Consultant Selection
Committee

*Collect signed Conflict of Interest
forms and Confidentiallty
Statements (see Exhibit 10-T:
Panel Member Conflict of Interest
& Confidentiality Statement) from
all committee members

*Determine Procurement Schedule

*Develop Technical Criteria
with level of importance
{weights) for Evaluation of
Proposals or the SOQ

Chapter 10
Consultant Selection

*Prepare RFP or RFQ documents

*Include SOW, evaluation
process/criteria, DBE goals, MOP
and cost proposal format (see
Exhibit 10-H: Sample Cost
Proposal) minimum reguirement
of Proposal or SOQ, Notice to
Proposers DBE Information (see
Exhibit 20-1: Notice to Proposers
DBE Information), submittal
deadline

*Advertise RFP or RFQ on public
farum {newspaper, technical
publications, Web Hosting Site,
other local websites)

*1ssue RFP or RFQ (direct mailing,
web posting)

*Prepare to respond to RFP/RFQ
guestions

*Conduct Proposers Conference, if
applicable

*Receive Proposals or SOQs

A&E = Architectural and Engineering

1 ARI = Caltrans Audits and Investigations

;j CT = Caltrans

o DBE = Disadvantaged Business Enterprise

I| DLA = Division of Local Assistance

&l DLAE = District Local Assistance Engineer

Bl DLA-HQ = Division of Local Assistance-Headquarters

il LAPG = Local Assistance Program Guidelines
- | LAPM = Local Assistance Procedures Manual

MOP = Method of Payment

! RFP = Request for Proposal

¢ RFQ = Request for Qualifications

g| SOQ = Statement of Qualifications
| SOW = Statement/Scope of Work

Figure 10-1: A&E Contract Procurement Process Workflow Diagram- continued
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*Distribute Proposals or SOQs to
Selection Committee members

*Ensure Committee members recaive
the appropriate score sheet to use
(see Exhibit 10-B; Suggested
Consultant Evaluation Sheet)

*Convene Selection Committee and
evaluate submittals; Perform
reference checks

*Send out Invitations to Short List
for Interviews

*Conduct Interview of Short List

*Develop Final Ranking of
Consultants, and notify all
interviewees

*Retain all original score sheets
and summaries

*Provide a copy of Standard

*Qpen and analyze cost proposal
from the Highest Ranked firm

*Initiate CT A&I Financial Review
Section (LAPM Section 10-3) and
send documents { Exhibit 10-K:
Consultant Certification of
Contract Costs and Fingncial
Management System) and/or
Consultant Audit Request Letter

*Develop Final Ranking or Short List
for Interviews ranked consultant and
*Notify proposers of ranking/Short invite for negotiations
List {see Exlubit 10-R; A&E
*Retain all original score sheets Sample Contract
and summaries Language for standard
contract language and
provisions}

Contract language to top and Checklist request ( Exhibit
10-A: A&E Consultani Audit
Request Letter and Checklist), if

applicable, to Caltrans AR|

*Review and evaluate Exhibit 10-A
and supporting documents, if
applicable

*|ssue Financial Review Letter, if
applicable

*Perform contract audits and
reviews, if applicable, or review
of CPA audited ICR workpapers
to issue Cognizant Letter of
Approval

ABE = Architectural and Engineering

© A&I = Caltrans Audits and Investigations

§ CT = Caltrans

' DBE = Disadvantaged Business Enterprise

2l DLA = Division of Local Assistance

¢ DLAE = District Local Assistance Engineer

DLA-HQ = Division of Local Assistance-Headquarters

|| LAPG = Local Assistance Program Guidelines

LAPM = Local Assistance Procedures Manual

{| MOP = Method of Payment

© RFP = Request for Proposal

¥ RFQ = Request for Qualifications

i SOQ = Statement of Qualifications |
SOW = Statement/Scope of Work ]

Figure 10-1: A&E Contract Procurement Process Workflow Diagram- continued
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tract Negotiation:

*Negotiate contract costs with the
most qualified Consuliant

*Prepare and retain record of cost
negotiations

*Receive and analyze findings of
the Financial Review Letter
from CT A&I, if any

*Address and resolve all findings
by A&l and incorporate into
final contract and cost proposal

*If negotiations with First ranked
firm is unsuccessful, formally
terminate cost negotiations
with Consultant and begin Step
9 with next ranked consultant

il A&E = Architec
&l A&I = Caltrans Audits and Investigations
il CT = Caltrans

Bl DBE = Disadvantaged Business Enterprise
? DLA = Division of Local Assistance

| DLAE = District Local Assistance Engineer
§§ DLA-HQ = Division of Local Assistance-Headquarters
LAPG = Local Assistance Program Guidelines

8l LAPM = Local Assistance Procedures Manual

MOP = Method of Payment
2l RFP = Request for Proposal

*Finalize contract, cost proposal

*Prepare Contract Approval
Checklist (Exhibit 10-C: A&E
Consulitant Contract Reviewers
Checkliist)

*Retain copy of contract Financial

Review Letter with acceptance, -

denial, or adjustment of the ICR

*Send Exhibit 10-C to DLA-HQ for
acceptance prior to award

*Retain acceptance of Exhibit 10-C
from DLA-HQ,

*Sign and Execute contract

*Offer and conduct debriefing
meetings with consultant who
asked for one

*Send copies of executed contract
and DBE Commitment (Exhibits 10-

01: Consultant Proposal DBE
Commitment and Exhibit 10-02;

Consultant Contract DBE
Commitment} to DLAE

*Close out contract procurement
process

*Prior to concurring with invoice
payment related to consultant
services, ensure that district
confirms acceptance of Exhibit 10-
€ and has a copy of the executed
consultant contract on file and 10~
01 and 10-02. Also, check A&l
database to ensure that LAPM
Exhibit 10-K: Consultant

Certifcation oif Contract Costs and
Fingnical Maonagement System, if
applicable, has been received by
Al

*perform Incurred Cost Audit, if selected

RFQ = Reguest for Qualifications
|| SOQ = Statement of Qualifications
| SOW = Statement/Scope of Work

Figure 10-1: A&E Contract Procurement Process Workflow Diagram- continued
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Chapter 10 Consultant Selection
10.1 GENERAL

Intfroduction

A local agency may engage consultants to perform architectural, engineering, and related
services to develop a federal-aid or state funded project. Those private consulting firms
providing architectural, landscape architectural, engineering, environmental, land surveying,
construction engineering, or construction project management services are termed Architectural
and Engineering (A&E) Consultants. Local agencies requesting federal or state funds to
reimburse A&E Consultants must follow the selection and contracting procedures detailed in
this chapter.

Architectural and Engineering Consultants

The Brooks Act (40 USC, Section 1104) requires local agencies to award federally funded
engineering and design related contracts based on fair and open competitive negotiations,
demonstrated competence, and professional qualifications (23 Code of Federal Regulations
(CFR), Part 172), at a fair and reasonable price {48 CFR 31.201-3).

Cost proposals submitted to the local agency, if above the small purchase procurement
threshold, must be sealed and may not be included as a criterion for rating such consultants.
After ranking, cost negotiations may begin with the most qualified consultant and only their
cost proposal will be opened. Should negotiations fail or result in a price that the local agency
does not consider fair and reasonable, negotiations must be formally terminated and the local
agency must then undertake negotiations with the second most qualified consultant.

If the negotiations with the second most qualified firm are not successful, negotiations must be
formally terminated and the local agency must then undertake negotiations with the third most
qualified consultant, and so on, until the price is determined to be fair and reasonable by the
local agency.

In selecting an A&E consultant, a detailed technical proposal or qualifications proposal, and a
proposed contract will be required.

Depending upon the scope of work, the required contract provisions may need to include the
California State Prevailing Wages (Federal Payment of Predetermined Minimum Wage applies
only to federal-aid construction contracts). Prevailing wages will apply if the services to be
performed will involve land surveying (such as flag persons, survey party chief, rodman or
chainman), materials sampling and testing (such as drilling rig operators, pile driving, crane
operators), inspection work, soils or foundation investigations, environmental hazardous
materials and so forth. California State Prevailing Wage information is available through the
California Department of Industrial Relations websites below:

» DIR FAQ website:

hitp:/ /www.dir.ca.gov/OPRL/FAQ PrevailineWage.html
¢ DIR Wape Determination website:

hitp: / /www.dir.ca.eov/oprl/ DPreWageDeterminationhtm
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Non A&E Consultants

Consultants other than A&E consultants may be selected using cost, cost and qualifications
(best value) or other critical selection criteria. The procedures outlined in this chapter can be
modified for selecting non-A&E consultants by adding a cost item to the contract proposal. The
Brooks Act and the audit and review process for approving ICR’s desctibed in Section 10.3:
A&E Consultant Audil and Review Process of this chapter are optional for non A&E Consultant
contracts.

Non-A&E contract procurement on highway projects must also comply with California State
Public Contract Code, Section 10335-10381,

For more details on non-A&E consultants, see Section 10.108ection 10.10: Non-A&E Constltants
of this chapter.

Selecting the Project

The local agency is responsible for selecting and initiating a federal-aid or state financed
transportation project. The decision to begin project development is influenced by the project
needs, its acceptability, the timing of studies, financing, and construction. The local agency
must identify the project’s objectives including the general level of improvement or service,
operating standards, maximum cost and the target date for project completion before
commencing any consultant selection process.

Subcontracted Services

The consultant is responsible for performing the work required under the contract in a manner
acceptable to the local agency. The consultant’s organization and all associated consultants and
subconsultants must be identified in the proposal. If the consultant wishes to use a
subconsultant not specified in the proposal, prior written approval must be obtained from the
local agency. The subcontract must contain all required provisions of the prime contract.

Organizational and Consultant Conflicts of Interest

In the procurement of contracts for engineering services by private consulting firms using
federal-aid highway or state funds, local agencies must take all the steps necessary to prevent
fraud, waste, and abuse. The local agency must develop and maintain a written code of
conduct governing the performance of its employees engaged in the award and administration
of federal-aid highway funded contracts, including the prevention of conflicts of interest.

A conflict of interest occurs when a public official’s private interests and his or her public duties
and responsibilities diverge or are not consistent. Conflicts of interest may be direct or indirect
(e.g., as result of a personal or business relationship). The appearance of a conflict of interest
should be avoided as an apparent conflict may undermine public trust if not sufficiently
mitigated.

Federal Regulation Governing Conflict of Interest (23 CFR 1.33) Requires that:
¢ No contracting agency employee who participates in the procurement,
management, ot administration of federal or state funded contracts or
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subcontracts shall have, directly or indirectly, any financial or other personal
interest in connection with such contract or subcontract;

» No person or entity performing services for a contracting agency in connection
with a federal or state funded project shall have, directly or indirectly, any
financial or other personal interest, other than employment or retention by the
contracting agency, in any contract or subcontract in connection with such
project; '

* No person or entity performing services for a contracting agency in connection
with a federal-aid highway funded project shall have, directly or indirectly,
any financial or other personal interest in any real property acquired for the
project.

Consultants Performing Work on Multiple Phases of Federal-aid Projects

Local agencies sometimes wish to hire the same consultant firm to perform construction
engineering and/ or inspection services on the same project on which the firm also performed
design services. This can cause project delivery efficiencies, as the design firm is well-suited to
verify that the project is being constructed in accordance with the design and can resolve issues
related to the design on behalf of the contracting agency. However, this may also pose a
potential conflict of interest if the firm has a vested financial interest in failing to disclose
deficiencies in its design work product and seeks to insulate itself from pecuniary lability in
subsequent phases of the project, such as minimizing or ignoring design errors and omissions,
rather than serving the best interests of the contracting agency and the public. Procuring a
different firm from the design firm to provide the construction engineering and/ or inspection
services provides another level of review and reduces the risk of, or potential for, a conflict of
interest.

Although federal regulations do not expressly prohibit the same firm from providing services
on subsequent phases, the local agencies are responsible for ensuring the public interest is
maintained throughout the life of a project and that a conflict of interest, direct or indirect, does
not occur or is sufficiently mitigated by appropriate public agency controls. Prior to allowing a
consulting firm to provide services on subsequent phases of the same project, the contracting
agency must establish appropriate compensating controls in policies, procedures, practices, and
other safeguards to ensure a conflict of interest does not occur in the procurement,
management, and administration of consultant services.

When design and construction phase services are procured under a single solicitation, the
selection of the consulting firm must be based on the overall qualifications to provide both
design and construction phase services, which require different skill sets, experience, and
resources. Procuring these services under different solicitations may result in selection of a
more qualified firm to perform services in each phase, as the most qualified firm to perform
design phase services may not be the most qualified firm to provide construction phase
services. Similarly, the qualifications and capacity of a firm may change over time. As such, it
may not be appropriate to contract with a consulting firm to provide construction phase
services at the outset of a design phase, knowing that these services may not be needed for an
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extended period until the preconstruction phase of the project is complete and construction
funding authorized. The contract with a consulting firm providing design phase services on a
project may not be amended to include construction phase services unless the desired
construction phase services were included within the original advertised scope of services and
evaluation criteria of the solicitation from which a qualifications based selection was conducted.
All consultants acting in a management support role must complete Exhibit 10-U: Consultant in
Management Support Role Conflict of Interest and Confidentiality Statement (see Section 10.9;
Miscellaneous Considerations in this chapter) and retain it in the local agency files.

Section 10.9: Miscellaneous Considerations Authorization to Proceed

The Federal Highway Administration (FHWA) must give the local agency an Authorization to
Proceed (E-76) with the work prior to performing of any work for which federal reimbursement
is to be requested, (see the LAPM Chapter 3: Project Authorization). For state funded projects see

the Local Assistance Program Guidelines (LAPG), Chapter 23: Local Agency State

Lransportation Improvement Program Projects, for guidance on when work may proceed.

Copies of the Authorization to Proceed and the consultant contract must be retained in the local
agency project files for future audit.

10.2 IDENTIFYING & DEFINING A NEED FOR CONSULTANTS

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

If the local agency determines that there is a need to solicit assistance from another local agency,
or to use a consultant, the District Local Assistance Engineer (DLAE) should be notified if
federal-aid or state funds are to be requested for the project segment to be contracted out.

Appointing the Contract Administrator

The Contract Administrator is responsible for ensuring the quality of consultant contract
products or services. The Contract Administrator is appointed as soon as the need for
consultant services is identified. The Contract Administrator is involved throughout the
development of the selection process and the contract provisions, and in the administration of
the consultant’s work. The Contract Administrator must be a qualified local agency employee,
or have staff that is qualified to ensure the consultant’s work is complete, accurate, and
congistent with the terms and conditions of the consultant contract. On federal-aid contracts,
the Contract Administrator or staff members must be a full time employee and familiar with the
work to be contracted out and the standards to be used. The Contract Administrator must also
abide by the laws, regulations and policies required as part of accepting federal or state funding
for their project. Non-compliance with the laws, regulations, and policies may result in Joss of
project funding,
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The Contract Administrator’s duties include, but are not limited to:

Ensures that all records, files and other documents related to contract
procurement and management activities are retained in contract/ project files;

Provides direction to ensure the proposed work is advertised propetly;

- Prepares and distributes the Request for Qualifications (RFQ), description of

work, and Request for Proposals (REP), if used;
Prepares the draft contract;

Arranges for preparation before an independent estimate of the value of the
work to be contracted out;

Ensures that the selection procedures are followed;

Analyzes the selected / best-qualified consultant’s cost proposal;
Ensures contract audit and review procedure is followed;

Ensures that fee/ profit negotiation is conducted and keeps records

Serves as the local agency’s primary contact person for the successful
consultant;

Monitors the consultant’s progress and provides direction;

Reviews and approves the consultant’s invoices and/or progress payments to
ensure that billings are in accordance with the terms and conditions of the
contract, and correspond accurately to the work performed during the billing
period;

Identifies other local agency staff for the consultant to contact, if needed;

Closes out the contract at completion, by processing the final invoice;
completing a mandatory consultant evaluation, and final DBE utilization
reports (Exlubit 17-F: Final Report Utilization of Disadvauntaged Busitess
Enterprises (DBE) and First-Tier Subcontractors).

Determining the Project Schedule

The local agency develops a schedule for performance of work and completion of the project.
The schedule must include sufficient time to allow for:

Selecting the consultant;
Developing the consultant contract;
Completing the A&E consultant contract audit process;

Conducting meetings and project reviews.
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Consultant services are most effective when consultant work is segmented appropriately. The
extent of segmenting depends upon the type and complexity of the work. Combining
preliminary engineering tasks with the preparation of the required environmental analysis is
normally desirable. Preparing an Environmental Assessment (EA) or Environmental Impact
Statement (EIS) is more than simply writing a report. Assessment and impact reports include
preliminary engineering needed to analyze project alternatives and produce an engineering and
planning assessment. Initial project studies include only as much traffic and engineering
analysis of alternatives, as is needed to produce a sound EA or EIS (see LAPM Chapter 6
Environmental Procedures and Standard Environmental Reference (SER) Chapters 31:

Environmental Assessment (EA) and Finding of No Significant Impact {(FONSI and Chapter 32:

Environmental Impact Statement (E}). Final detailed design shall not begin until environmental

clearance has been received if federal reimbursement is desired.

Refer to Figure 10-2: Segmenting Consultant Work below, which illustrates several satisfactory

ways to segment consultant activities.

Well-sheuctured “Well-structured More
Projecty Projects Difficukt
“With Simple ‘With Complex Projects
Righit of Way Right of Way
Reguirements Requirements
Preliminary Engineering
Eavironmental Annlysis

Pians, Speeifications
KEstimales

Righd of Way Aetivities
Titility Relocaiion

Conshrinction Eagineering

Figure 10-2: Segmenting Consultant Work

Specify Products fo be Delivered

very
Compley
Projects

The Contract Administrator identifies the products and services to be delivered as a result of
consultant contract work, and minimum qualification of consultant professionals and staff.
These vary depending upon the type of projects and the phase of project development being

addressed,

Scope of Consultant Work

The scope of work, which the contract must include, is a detailed description of the products or
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services the consultant is to provide. From a detailed scope of work, consultants respond to a
project advertisement; determine personnel and time requirements; and develop a technical
proposal. Therefore, the scope of work must be clear, concise, complete, and describe the

deliverables, standards for design and other work, quality control measures, acceptance criteria
and deadlines,

Non-Discrimination Clause
The Non-Discrimination Clause (Exfubit 10-R: A&E Sample Contract Language, Article XVI
Statement of Compliance) must be included in each consultant contract. The consultant must

include the nondiscrimination and compliance provisions of the Non-Discrimination Clause in
all subcontracts to perform work under the contract.

Disadvantaged Business Enterprise (DBE) Parlicipation

When administering federal-aid projects, federal regulations (49 CFR, Part 26) require a local
agency to comply with the DBE program, and take necessary steps to ensure that DBE firms
have the opportunity to participate in the projects. Such steps include the setting of goals to
ensure DBE firms are considered by the proposing consultants and, when feasible, organizing
the project schedule and task requirements to encourage participation in the contract by DBE
firms, Local agencies should be fully aware of all of the subcontracting opportunities in their
consultant contracts. For detailed information and requirement on the DBE Program, see LAPM
Chapter 9: Civil Rights and Disadvantaged Business Enterprises.

The consultant must ensure that certified DBE firms have the opportunity to participate in the
performance of the contract and must take all necessary and reasonable steps to facilitate
participation by DBE firms for such assurance.

A DBE goal must be established by the local agency for each contract.. Exhibit 10-I: Notice to
Proposers DBE Information must be included in the RFQ or RFP if the propoesed contract will
include federal-aid funds. The consultant must meet the goal by using DBEs, or if not able to
meet the DBE goal, document that a good faith effort was made to meet the contract goal. Good
faith efforts must be documented by the consultant and approved by the local agency (see
Exhibit 15-H: DBE Information-Goeod Faith Efforts). If the consultant’s documented good faith
efforts are found to be inadequate by the local agency, the consultant must be offered an
opportunity for reconsideration.

If a DBE subconsultant is unable to perform its subcontracted services and the goal is not
otherwise met, the consultant must make a good faith effort to replace it with another DBE
subconsultant to the extent needed to meet the DBE goal: For more detailed information see
Exhibit 10-I. A contract provision for DBE Participation must be included in all consultant
contracts with federal-aid funds. For sample contract clauses with and without specified DBE
goals see Exhibit 10-R, Article XX Disadvantaged Business Enterprise (DBE) Participation.

Reporting DBE Commitments and DBE Information

For Contracts with DBE Goals:If the local agency has set a DBE goal, Exhibit 10-O1: Consultant
Proposal DBE Commitment must be included in the proposal package provided to the local
agency by each (prime consultant) proposer. The purpose of Exhibit 10-01 is to demonstrate the
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proposer’s commitment to meet the DBE goal set by the local agency. Exhibit 10-02: Consultant
Contract DBE Commiitnient, must be completed at the conclusion of cost negotiations,
incorporated into the final agreement and a copy sent the DLAE. The purpose of this form is to
capture DBE participation in accordance with 49 CFR, Part 26. This form must include the
names, addresses, and phone numbers of DBE firms that will participate with a complete
description of work or supplies to be provided by each, and the dollar value of each DBE
transaction. When 100 percent of a subcontracted item of work is not to be performed or
furnished by the DBE firm, a description of the exact portion of work to be performed or
furnished by that DBE must be included in the DBE commitment, including the planned
location of that work. A proposer certified as a DBE firm must describe the work it has
committed to be performed with its own forces, as well as any other work that it has committed
to be performed by the DBE subconsultant, suppliers, and trucking companies.

The winning proposer must provide written confirmation from each DBE firm participating in
the contract. A copy of a DBE's quote will serve as written confirmation that the DBE is
participating in the contract. If a DBE is participating as a’joint venture partner, the proposer
must submit a copy of the joint venture agreement.

For Contracts with No DBE Goals:

For contracts with no DBE contract goal, Exhibit 10-Q1: Consultant Proposal DBE Commitient is
not necessary and only Exhibit 10-02: Consultant Contract DBE Commitment must be included in
the award package and provided by the winning proposer.

Reporting DBE Final Utilization (Contracts with or without Goals):

Upon completion of the contract a summary of the DBE final utilization must be prepared,
certified correct, and submitted on Exhibit 17-F: Final Report-Utilization of Disadvantaged Business
Enterprise (DBE) and First-Tier Subcontractor or equivalent to the local agency showing total
dollars paid to each subconsultant and supplier. Exliibit 17-F is reviewed by the local agency
and certified as complete and accurate. The local agency must send the original, plus one copy
of the completed Exhibit 17-F with the final invoice to the DLAE within 30 days after completion
of the contract.

Estimated Cost of Consultant Work

An independent estimate for cost or price analysis is needed for all consultant contracts (23 CFR
172.7(a)(1)(v)(B)) to ensure that consultant services are obtained at a fair and reasonable price.
The estimate is prepared in advance of requesting a cost proposal from the top-ranked
consultant, so the local agency’s negotiating team has a cost analysis of the project to evaluate
the reasonableness of the consultant’s cost proposal. The estimate, which is specifically for the
use of the local agency’s negotiating team, is to be kept confidential and maintained for records.

A good cost estimate can be prepated only if the scope of work is defined clearly. The scope of
work must include a list of the products or services which the consultant is required to deliver,
and a time schedule of when they must be delivered.

It should be stressed that all work to be derived from the consultant services, such as
preliminary design, environmental or final design, must be clearly identified in the solicitation
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of consultant services (RFQ or RFP) and included in the cost estimate, The addition of work to
the original scope by amendment should be avoided whenever possible.

Some of the costs estimating techniques are:
Analogous Estimating:

Analogous cost estimating is using the actual cost of a previous, similar contract as the basis for
estimating the cost of the current contract. Analogous cost estimating is frequently used to
estimate costs when there is a limited amount of detailed information about the project.
Analogous cost estimating is generally less accurate and it is most reliable when previous
projects are similar in fact, and not just in appearance, and it uses expert judgment.

Parametric Estimating:

Parametric estimating is a technique that uses statistical relationship between historical data
and other variables to calculate a cost estimate for an activity resource. This technique can
produce a higher level of accuracy depending upon the sophistication, as well as underlying
resource quantify and the cost data. A cost example would involve multiplying the planned
quantity of work by the historical cost per unit to obtain the estimated cost of the contract.

Bottom-up Estimating:

This technique involves estimating the cost for individual work in the contract with the lowest
level of detail. This detailed cost is then summarized or rolled up to determine a total cost of
contract. Cost detail should include estimated hours per task, labor hourly cost for professional
and non-professional classifications, subconsultant costs, other project direct costs, and profit.
Labor costs should be broken down to direct labor and indirect cost rates, if possible.

If more than one project or phase of work is to be developed within the consultant coniract,
separate cost estimates are required for each project or phase of work. Separate cost estimates
are required for each milestone and portion of the work expected to be subcontracted.

For on-call (as-needed) contracts, the cost estimate/ analysis should include at minimum, a
historical analysis of annual needs for consultant work, professional labor cost and market
analysis, and reasonable profit analysis.

Determine Type of Contract

Types of contracts to be used are described as follows:

* Project-specific contract is between the local agency and consultant for the performance
of services and a defined scope of work related to a specific project or projects.

»  Multi-purpose or Multi-phased contract is a project-specific contract where the defined
scope of work is divided into phases which may be negotiated and executed
individually as the project progresses. On-call contract is a contract for a number of
projects, under which task or work orders are issued on an as-needed basts, for an
established contract period. 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, etc. Many agencies use
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these contracts to address peaks in workload of in- house engineering staff and/or to
perform a specialized service which the agency does not have. On-call contracts shall
specify a reasonable maximum length of contract, not to exceed 5 years, and a
maximum total contract dollar amount (23 CFR 172).

» To maintain the intent of the Brooks Act (40 USC 1101-1104) in promoting open
competition and selection based on demonstrated competence and qualifications, on-
call consultant contracts established through the RFQ process must meet the following
requirements: ‘

0 Must define a general scope of work, complexity, and professional nature of
services.

o Specify a task order procedure the local agency uses to procure project specific
work under the contract.

o No task order is valid unless the on-call contract is still enforced. For example, if
the on call contract is expired, all task orders will become invalid.

o If multiple consultants are to be selected and multiple on-call contracts awarded
through a single solicitation for specific services:

o Identify the number of consultants that may be selected or contracts that may be
awarded.

* Specify procedures in the contracts the local agency will use to award/execute task
orders among the consultants:

» Either through an additional qualification-based selection process (see the Two-Step
RFQ/RFQ process later in this chapter), OR

o Onregional basis whereby the region is divided into areas identified in the
solicitation, and consultants are selected to provide on-call services for assigned
areas only.

Determine Method of Payment

The method of payment of contract must be specified. Four methods are permitted depending
on the scope of services to be performed: |

» Actual Cost-Plus-Fixed Fee (see Exhibit 10-H; Sample Cost Proposal,
Example #1);

»  Cost Per Unit of Work (see Exhibit 10-H, Example #3);

e Specific Rates of Compensation (see Exhibit 10-H, Example #2);

e  Lump Sum (see Exhibit 10-H, Example #1).

Actual Cost-Plus-Fixed Fee

The consultant is reimbursed for actual costs incurred and receives an additional predetermined
amount as a fixed fee (profit). Federal regulations require that profit be separately negotiated
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from contract costs, The determination of the amount of the fixed fee shall take into account the
size, complexity, duration, and degree of risk involved in the work. The fixed fee is not
adjustable during the life of the contract. The fixed fee dollar amount must be clearly stated in
the contract.

This method of payment is appropriate when the extent, scope, complexity, charactet, or
duration of work cannot be precisely predicted. Fixed fees apply to the total direct and indirect
costs. The contract shall specify a reasonable maximum length of contract period and a
maximum total contract dollar amount (see Exhibit 10-H: Sample Cost Proposal Examiple #1 and
Exhibit 10-R: A&E Sample Contract Language, Article V, Option 1 in this chapter). The contract
cost proposal must identify all key employees and/or classifications to be billed. New key
employees and/ or classifications must be approved before they incur work on the contract or
the costs can be questioned or disallowed.

Cost Per Unit of Work

The consultant is paid based on specific item of work performed. The item of work must be
similar, repetitious and measurable, such as geotechnical investigation and material testing.
This method of payment is appropriate when the cost per unit of work can be determined with
reasonable accuracy in advance; but the extent or quantity of the work is indefinite. Contract
payment provisions must specify what is included in the price to be paid for each item. Any
item of work not identified in the contract cost proposal is not eligible for reimbursement. New
items of work (those within the original scope of work only) must be amended into the contract
before work is performed. The contract shall also specify a reasonable maximum length of
contract period and a maximum total confract dollar amount (see Exhibit 10-I, Example #3 and
Exliibit 10-R, Article V Option 2).

Specified Rates of Compensation

The 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. Such rates of pay
include the consultant’s estimated costs and net fee (profit). Federal regulations require that
profit be separately negotiated from contract costs. The specific rates of compensation, except
for an individual acting as a sole proprietor, are to include an hourly breakdown, direct salary
costs, fringe benefits, indirect costs, and net fee, Other direct costs may be included, such as
travel and equipment rentals, if not already captured in the indirect cost rate, '

This method of payment should only be used when it is not possible at the time of procurement
to estimate the extent or the duration of the work, or to estimate costs with any reasonable
degree of accuracy. This method is recommended for on-call contracts for specialized or
support type services, such as construction engineering and inspection, where the consultant is
not in direct control of the number of hours worked, and it also requires management and
monitoring of consultant’s level of effort and the classification of employees used to perform the
contracted work. The contract shall also specify a reasonable maximum length of contract
period and a maximum total contract dollar amount (see Exhibif 10-I1 , Example #2 and Exhibit
10-R, Article V, Option 3).

Page 11 of 58
January 2018




Local Assistance Procedures Manual : Chapter 10

10.3

Consultant Selection

Lump Sum or Firm Fixed Price

The consultant performs the services stated in the contract for an agreed amount as
compensation, including a net fee or profit. This method of payment is appropriate only if the
extent, scope, complexity, character, duration, and risk of the work have been sufficiently
defined to permit fair compensation to be determined and evaluated by all parties during
negotiations (see Exhibit 10-H: Sample Cost Proposal, Example #1 and Exhibit 10-R: AGE Sample
Contract Language, Article V, Option 4).

Normally, a lump sum contract will be paid in full at end of the contract when completed.
However, a lump sum contract can be negotiated with progress payment if feasible. The
progtess payment shall be based on percent of work complete or completion of clearly defined
milestones. The contract cost proposal shall document the agreed upon progress payment and
include the necessary milestones costs, or the percent work complete schedule.

A&E CONSULTANT AUDIT AND REVIEW PROCESS

This section outlines the audit and review process for A&E contracts that at any time
use state or federal funds. All proposed A&E contracts and supporting documents are
subject to audit or review by Caltrans’ Independent Office of Audits and Investigations
(A&l), other state audit organizations, or the federal government. Notall proposed

- contracts will be audited or reviewed; rather, they will be selected on a risk-based

approach.

APPLICABLE STANDARDS

State and federal requirements listed below, and specific contract requirements, serve as the
standards for audits and reviews performed. The local agencies, consultants, and
subconsultants are responsible for complying with state, federal and specific contract
requirements. Local agencies are responsible for determining the eligibility of costs to be
reimbursed to consultants. Applicable standards include, but are not limited to:

« Caltrans Local Assistance Procedures Manual (LAPM);

» State and Federal agreements between the local agency and Caltrans, i.e. Master
Agreements;

« Project Program Supplemental Agreements;
» 23 United States Code (U.S.C.), Section 112 - Letting of Contracts;
» 40 US.C,, Chapter 11: the Brooks Act;

« 23.CFR, Chapter 1, Part 172 - Procurement, Management, and Administration of
Engineering and Design Related Services;

« 23 CFR, Chapter 1- Federal Highway Administration, Department of
T'ransportation;

+ 48 CFR, Federal Acquisition Regulation, Chapter 1, Part 31- Contract Cost
Principles and Procedures;

+ 48 CFR, Chapter 99 - Cost Accounting Standards (CAS), Subpart 9900;
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+ 2CFR, Part 200 - Uniform Administrative Requirements, Cost Principles, and
Aundit

Requirements for Federal Awards;

+ United States Government Accountability Office, Government Auditing
Standards
- Generally accepted government auditing standards (GAGAS);

» California Government Code sections 4525-4529; and

» Proposed contract terms and conditions.

See section 10.10 “ References” of this Chapter for links to above referenced standards.

AUDIT GUIDANCE AVAILABLE

The American Association of State Highway Officials, Uniform Audit & Accounting Guide
(AASHTO Audit Guide), which is referred to frequently in this section, is an invaluable tool
to guide local agencies, consultants and certified public accountants (CPA) through the
requirements for establishing, and audits of, FAR compliant Indirect Cost Rate (ICR). The
AASHTO Audit Guide is used extensively as an industry guide in the audit and review
process.

The local agency may seek financial and accounting assistance from its own internal audit
staff and independent CPAs for compliance. The consultant may seek professional guidance
in selecting its independent CPA. See also the AASHTO Audit Guide, Ch 2.5 C. Selection of
CPA Firm as Overhead Auditor for guidance in the selection process. Training is also offered by
FHWA's National Highway Institute (see http:/ /www nhi.fhwa.dot.gov/default.aspx).
Courses offered include: '

» Using the AASHTO Audit Guide for the Procurement and Administration of A&E
Contracts (FHWA-NHI-231028)

» Using the AASHTO Audit Guide for the Development of A&H Consultant Indirect
Cost Rates (FHWA- NHI-231029)

« Using the AASHTO Audit Guide for the Auditing and Oversight of A&E Consultant
Indirect Cost Rates (FITWA-NHI-231030)

If consultants seek training that provides resources on how to build an ICR and basic
timekeeping, there are Indirect Cost Rate and Timekeeping webinars created by the
Washington State Department of Transportation (WA DOT). The link to the webinars is
available athttp:/ /www.dot.ca.cov/ hq/audits/. For training and additional information
provided by the Caltrans Local Assistance, visit Caltrans Local Assistance Blog at
http:/ /www localassistancebloe,.com/. For FHWA’s Q&A for ICRs and audits, and A&E
related services, visit FHWA at http:/ /www.fthwa.dot.eov/programadmin/172qa.cfm.

ALLOWABLE COSTS

23 USC 112 (b)(2)(B) provides that any A&E contract or subcontract awarded, whether
funded in whole or in part with Federal-aid highway funds in furtherance of highway
construction projects, shall be performed and audited in compliance with the Federal cost
principles. Local agencies are required to perform a cost analysis to ensure all costs are
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allowable in compliance with federal and state requirements and retain documentation of
negotiation activities and resources. Hourly rate(s) for each key personnel and/or
classification of employee(s) proposed in cost proposals must be reasonable for the work
performed and actual, allowable, and allocable in accordance with the Federal cost
principles. Costs shall be allowable only if the cost is incurred and cost estimates included in
negotiated prices are allowable in accordance with the federal and state regulations and

procedures, and contract provisions. Local agency may use a sample Cost Analysis
Worksheet (See Exhibit 10-H1 through 4).

Indirect costs incurred by local agencies are required to apply consultant or subconsultant’s
ICR, which has been accepted by Caltrans to contracts. AnICR is valid for the one-year
applicable accounting period. ICRs shall be updated on an annual basis in accordance with
the consultant’s annual accounting period and in compliance with the Federal cost principles.
For further guidance, refer to 23 CFR Part172.11(b)(1). If the firm is subject to CAS, the firm
must use the applicable indirect cost rate for the contract.

A consultant’s accepted ICR for its one-year applicable accounting period shall be applied to
contracts; however, once an ICR is established for a contract, it may be extended beyond the
one-year applicable period, through the duration of the specific contract, provided all
concerned parties agree, Agreement to the extension of the one-year applicable period shall
not be a condition or qualification to be considered for the work or contract award. The
contract must clearly specify the ICR period if it is beyond the one-year applicable period and
agreed by all concerned parties.

Consultants shall account for costs appropriately and maintain records, including supporting
documentation, adequate to demonstrate that costs claimed have been incurred, are allocable
to the contract, and comply with the Federal cost principles.

A&l and representatives of the Federal Government have the right to conduct an audit of all
costs, If the costs are subsequently determined to be unallowable, these costs are subject to
repayment, For further guidance, refer to 23 CFR Part 172 and 48 CFR Part 31.

Generally, whenever the local agercies, consultants and contractors are unable to provide
requested information, it shall be viewed that the required actions were either never
performed or not properly recorded. Therefore, retention of all the relevant documents is not
only required but also important as it minimizes negative findings, disallowed costs and
assumptions. For more references, refer to Applicable Standards in this chapter.

APPROVAL OR ACCEPTANCE OF INDIRECT COST RATES
Cognizant Letters of Approval
A cognizant approved ICR refers to the ICR established by an audit in accordance with

GAGAS or CPA Workpaper Review in accordance with GAGAS to test compliance with the
Federal cost principles and accepted by a cognizant agency.

Once reasonable assurance is obtained, the cognizant agency establishes and approves the
ICR and a cognizant approval letter is issued. A cognizant agency may be the home state
Department of Transportation (DOT) (the state where the consultant’s accounting and
financial records are located), a federal agency, or a State transportation agency to which
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cognizance for the particular ICRs of a consulting firm has been delegated or transferred in
writing, When providing cognizant ICR approval, the cognizant agency may perform either
an [CR audit or review of an audit report and related work performed by, and the
workpapers prepared by a CPA in accordance with GAGAS,

Calirans Acceptance of Indirect Cost Rate

When the TCRs have not been established by a cognizant agency, Caltrans shall perform an audit
or review of a consultant’s and subconsultant’s ICR to provide reasonable assurance of
compliance with the Federal cost principles. An audit or teview may consist of one or more of the
following:

+ Conduct a risk-based review of the ICR calculation and supporting documents;

+  Petform an audit in accordance with GAGAS and issuing an audit report;

+ Review and accept an audit report and related workpapers prepared by a CPA or

another State Transportation Agency;

The outcome of an audit or review is for Caltrans to approve or accept the ICR so that it can be
relied upon for future contracts with the consultant for a given one-year accounting period and
for reliance by other contracting agencies using the same consultant. Local agencies shall ensure
that only approved or accepted ICRs of consultants for the applicable one-year accounting period
be applied to contracts, if rates are not under dispute. Local agencies may check A&I’s website for
consultant’s approved or accepted ICRs. All approved or accepted ICRs are issued an Acceptance
Identification (ID) number by A&l thatis posed to A&Is website at
http:/ /www.dot.ca.cov/hq/audits/. This IID number should be referenced on all future
contracts that use the same fiscal year ICR.

ICRs that have not been accepted by Caltrans will not be eligible for indirect cost payment. An
ICR approved by a cognizant agency may be used across states for the one-year applicable
accounting period but an ICR accepted by Caltrans may only be applied to A&E contracts entered
mto with the Caltrans and local agencies. Local agencies include Cities, Counties, Metropolitan
Planning Organization, Special Districts, and Regional Transportation Planning Agency that
receive federal funds from Caltrans.

Financial Review Performed Prior to Contract Execution

All consultants, including prime and subconsultants, on a proposed contract with a dollar
value greater than $150K are subject to a financial review of the ICR by A&I. The financial
documents required are detailed in the Exhibit 10-A, A&E Consultant Financial Review Request
Letter and Exhibit 10-A Checklist. A&l will review the ICR financial documents to either accept,
adjust, or reject the rate prior to contract execution using a risk-based approach as dictated by
factors that include but are not limited to:

+ History of satisfactory performance and professional reputation of consultant;

» Prior FAR compliant history and audit frequency;

« Financial stability;

« Conformance to terms and conditions of previous contracts;

+ General responsiveness and responsibility;

« The approximate dollar amount of all A&E contracts awarded to the consultant by
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Calirans or a local agency in California within the last three calendar years;
« The number of states in which the consultant does business;
« The type and complexity of the consultant’s accounting system;
+ The relevant professional experience of any CPA performing audits of the
consultants indirect cost rate;
. Assessment of consultant’s internal control. Responses to internal control
questionnaire, see AASHTO Audit Guide, Appendix B;
» Stability of organizational staffing.
For ICRs that have been adjusted or rejected by Aé&l, the consultant must provide a revised cost
proposal that reflects the adjusted or excluded indirect costs.

Local Agencies’ Responsibilities

Local Agencies are responsible for obtaining all required ICR supporting documentation from
A&E prime consultants and sub-consultants as outlined in Exhibit 10-A (A&E Consultant Audit
Request Letter) and the Exhibit I0A-Checklist. Local Agencies are responsible for forwarding
these documents to A&l for review and acceptance of the ICR. Local agencies are also required
to ensure that A&I has copies of the Exhibit 10-K “Consultant Certification of Contract Costs and
Financial Management System” and Exhibit 10-H “Cost Proposal” for all consultants, both prime
and sub-consultants, The ICR included in Exhibit 10-H must match the ICR included in the
Exhibit 10-K and the consultant’s ICR schedule. For contracts spanning more than one year, local
agencies are responsible for ensuring the Exhibit 10-K and cost proposals are updated annually
unless all concerned parties agree to fix the ICR for the term of contract, and this is clearly
specified in the contract.

The Exhibit 10-I “Cost Proposal” includes contract costs: direct salary or wage rates, fixed fees,
other direct costs, indirect costs, total costs, and certification for the costs. Local agencies must
perform and retain documentation of activities and resources used to support that a cost
analysis has been performed to establish that costs and elements were determined to be fair and
reasonable in accordance with Federal cost principles. '

All contract supporting documentation must be retained by the local agency in project files for
the required retention period. Unsupported costs may be disallowed and required to be
returned to Caltrans. Having proper documentation policy and procedures, trained staff and
organized project files are essential for demonstrating that costs claimed and reimbursed have
been incurred, are eligible, allowable, and allocable to the contract and comply with federal cost
principles.

Contracts below $150,000 are not subject to the Caltrans Financial Document Review but local
agencies are required to establish that all costs are in compliance with the Federal cost
principles, 23 CFR Part 172 and other applicable requirements are met. All documents listed

above and cost analysis documents are required to be retained in the project files to
demonstrate compliance.

Consultants’ Responsibilities (Both prime consultants and subconsulfunis)

A&E prime consultants and sub-consultants in contract with local agencies using state or
federal-aid highway fund should refer to Exhibit 10-A and the 10-A Checklist for the ICR
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financial documents required to be submitted to their local agency for forwarding to A&lI.
Consultants must complete the “ Annual Certification of Indirect Costs and Financial
Management System” (Exhibit 10-K) that attests that the ICR rate proposed is in compliance
with FAR (48 CFR Part 31) and that the consultant’s financial management system is adequate
to accumulate and segregate, reasonable, allowable and allocable direct and indirect project
costs. For all future contracts in one fiscal year, the consultant need only provide a copy of the
Exhibit 10-K to the Local Agency. The Exhibit 10-A and 10-K should be submitted to the local
agency who will forward a copy to A&I along with all other related and required financial
documents.

Consultants must also follow all the federal, state, and contract requirements outlined above in
the Section above, “Applicable Standards”. Each contracting consultant must ensure its ICR is not
combined with any parent company’s or subsidiaries’ ICR,

ICR schedules should be prepared using the accrual basis of accounting and presented in
compliance with the Federal cost principles for both the prime consultant and subconsultants.

All workers employed on public works project must be paid the prevailing wage rate
determined by the Director of the Department of Industrial Relations according to the type
of work and location of the project. hitp:/ /www.dir.ca.gov/Public- Works/Prevailing-
Wage htmi. Prime and subconsultant consultants mustinclude prevailing wage rate
information in the cost proposal (see Exhibit 10-H1-3 for example) and provide a Prevailing
Wage Rate Policy on company letterhead, signed and dated. The policy must document
their accounting treatment for prevailing wage deltas and including the following '
information:

« Description of types of work they perform which require payment of prevailing
wage rates

« Explanation of how the firm pays prevailing wage deltas to affected employees
(e.g. pay directly to employee as single amount to cover delta base and delta
fringe, pay delta base to employee and pay delta fringe amount to a third party
plan, etc.)

+ Accounting method used for prevailing wage delta base costs

» Accounting method used for prevailing wage delta fringe costs

« Effect on firm’s most recently completed indirect cost rate

For guidance see Caltrans’ Prevailing Wage Interpretive Guidance on A&I’s website
www.dot.ca.gov/audits

Consultant’s labor distribution summary report is a labor expense report that detail all hours
worked (paid and unpaid), wages earned, and benefits accrued by all of the consultant’s
employees. The labor summary report should detail, but not be limited to, employee names,
salaries, houtly rates, total hours worked, direct hours, indirecthours by type, general ledger
accounts, paid time off hours, uncompensated hours and amounts, etc.

Executive compensation analysis is an evaluation by the consultant to determine the allow
ability and reasonableness of executive compensation in compliance with the Federal cost
principles and AASHTO Audit Guide. The executive compensation analysis using the
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National Compensation Matrix or independent compensation surveys demonstrates and
supports the allow ability and reasonableness of executive compensation.

Audits and Investigations’ Responsibilities
After A&l receives a complete financial document packet {per Exhibit 10-A) from the local
agency, A&l will review the consultants’ proposed ICR and supporting documents and then

notify consultants and local agencies in writing whether the proposed ICRs are accepted,
adjusted, or denied.

Caltrans A&l and representatives of the federal government have the right to conduct a final
audit of all costs. If the costs are subsequently determined to be unallowable, these costs are
subject to repayment.

Contracts will be executed after A&l either accepts, adjusts, or rejects the ICR and a revised final
cost proposal (if applicable) is received. Correction of the final cost proposal, however, does
NOT need to be cleared through Caltrans A&l before executing the contract. The letter of
acceptance along with the executed contract shall be retained in the project file. Failure to
reflect the adjusted or denied ICR in a revised final cost proposal may result in the
disallowance of costs.

Instructions are provided in the Exhibit 10-A on how to submit a complete Financial Review
packet, Submit documents for Financial Review requests to conformance.review@dot.ca.gov.

Alternatively, if you do not have Internet access, you can mail Financial Review packets to .
Caltrans” A&l mailing address:

Department of Transportation

Independent Office of Audits and
Investigations, MS 2 Atfention:
External Audit Manager

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

AUDITS AND REVIEWS TO BE PERFORMED

An audit, as defined in 23 CFR 172.3, is defined as a formal examination, in accordance with
professional standards of a consultant’s accounting systems, incurred cost records, and other
cost presentations to test the reasonableness, allow ability, and allocability of costs in
accordance with the Federal cost principles (as specified in 48 CFR part 31.) AASHTO Audit
Guide Chapter 1.3 defines an audit as a formal examination, in accordance with professional
standards, of accounting systems, incurred cost records, and other cost presentations to verify
their reasonableness, allowability, and allocability for negotiating agreement fees and for
determining allowable costs to be charged to government contracts. Audit objectives include
the identification and evaluation of all activities that contribute to, or have an impact on,
proposed or incurred costs related to government contracts.

Page 18 of 58
January 2018




Local Assistance Procedures Manual Chapter 10
Consultant Selection

Indirect Cost Rate Audiis

During an ICR audit, the auditors (A&I or independent CPAs) will examine the consultant's
proposed ICR for the applicable one-year accounting period on the proposed contract to ensure
that unallowable costs have been removed from the indirect costs, that allowable costs have
been correctly measured and properly charged and allocated, and that the ICR has been
developed in accordance with the Federal cost principles (as specified in 23 U.S.C. Section
112(b)(2)(B), 23 CFR Part172.11, 48 CFR Part 31 and other FAR and State requirements. Asa
result of the audit, the local agency will work with the consultant to adjust the ICR and
contract costs, if applicable, where disallowed costs are identified based on audit
recommendations.

For guidance regarding the existing policies and procedures set forth in the federal
regulations, and acceptable ICR schedules, refer to the AASHTO Audit Guide, Chapter 5, and
Figure 10-3 Standard Indirect Cost Rate Schedule in this Chapter. The review program in the
AASHTO Audit Guide, Appendix A, should be used as a guide in performing ICR audits.
This review program is used for reviews of CPA audited ICR workpapers.

CPA Workpaper Reviews |

During a workpaper review of a CPA audit of an ICR, A&I will review the CPA’s audit
workpapers to determine whether it is appropriate to issue a Cognizant Letter of Approval or
accept the ICR. The CPA Workpaper Review is conducted to determine whether: (a) the
CPA’s audit of the ICR was conducted in accordance with generally accepted government
auditing standards (GAGAS), (b) the CPA adequately considered the auditee’s compliance
with the Federal cost principles and related federal and state laws and regulations, and (c) the
audit report format and contents are acceptable. Figure 10-3 Standard Indirect Cost Rate
Schedule provided at the end of this chapter provides required format and contents, Chapter
11 of the AASHTO Audit Guide provides information for the audit and required disclosures.
CPAs are required to furnish copies of their workpapers as requested. A CPA Workpaper
Review may apply to all contracts selected for review. The outcome of the CPA Workpaper

- Review is a Cognizant Letter of Approval or Caltrans Acceptance of ICR. The review program
in the AASHTO Audit Guide, Appendix A, is used in performing CPA Workpaper Reviews.

IMPORTANT NOTE FOR CPAs: Contracts receiving state or federal funds are highly
scrutinized. Materiality levels tend to be Iower and more testing is required. GAGAS provides
that auditors may find it appropriate to use lower materiality levels as compared with the
materiality levels used in non-GAGAS audifs because of the public accountability of
government entities and entities receiving government funding, various legal and
regulatory requirements, and the visibility and sensitivity of government programs. Use of
the AASHTO Audit Guide should be used as a tool for performing audits and attestations of
A&E firms.

Contract Audits

During a Contract Audit or Review, auditors will review contracts and the consultants’
financial management system and contract cost proposal to determine if:

« The consultants’ accounting system is adequate to accumulate and segregate costs;
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« Costs are reasonable, allowable, and allocable and are supported adequately;
+ The contract contains all required fiscal provisions and the provisions are verbatim;

+ Proper state and federal procurement requirements were followed; and

+ Other audits/reviews of the contract as necessary.

Incurred Cost Audits

During an Incurred Cost Audit auditors will review incurred contract costs to determine if:

Cost data are maintained in an acceptable accounting control system that gathers,
records, classifies, analyzes, summarizes, and report accurate and timely financial
data, which includes subsystems such as project and other direct costs,
compensation, billing, and labor.

Costs are adequately supported;

Reasonable, allowable, and allocable;

Compliance with state and federal laws and regulations;

Compliance with the Master Agreement and Supplemental Agreement:
Compliance with the fiscal provisions stipulated in the contract; and

The terms required by the Master Agreement and federal laws and regulations are
in the contract.

AUDIT FINDINGS AND REVIEW DEFICIENCIES

If audited or reviewed, local agencies are responsible for ensuring contracts, cost proposals, and
ICR(s) are modified to conform to audit and review recommendations as necessary, and to
ensure that audit findings and review deficiencies are resolved in a timely manner. Failure to do
50 may result in costs being disallowed.

The Jocal agencies may be subject to sanctions outlined in LAPM Chapter 20: Deficiencies and
Sanctions if the state or federal government determines that any reimbursements to the
consultant are the result of the lack of proper contract provisions, unallowable charges,
unsupported activities, or an inadequate financial management system.
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FAR Compliant, Inc. - Statement of Direct Labor, Fringe Benefits, and General Overhead For the

year ended December 31, 20xx

General
o FAR Total Home Field
Description ];":;; iii Unallowable Reference Proposed Office Office

Fringe Benefits

Vacation/Paid Leaves | $17,283,950 $17,283,950 | $12,098,765 | $5,185,185

Payroll Taxes $1,530,864 ($30,617) (15) $1,500,247 |  $1,050,173 | $450,074

Medical Insurance $10,864,197 $10,864,197 | $7,604,938 | $3,259,259

401K Match $4,938,272 $4,938,272 |  $3456,790 | $1,481,481

Incentives and Bonus | $15308,642 |  ($3,123,456) @) $12,185,186 |  $8,529,630 | $3,655,556

Other Employee

Benefits $2,515,280 ($553,433) (3) $1,961,847 $1,373,293 $588,554

Total Fringe Benefits | $52441,206 | ($3,707,506) $48,733,700 | $34,113,590 | $14,620,110

General &

Administrative

Overhead

Indirect Overhead

Labor 572,696,030 ($4,452,541) | (1)(2)(4)(15) | $68,243,489 | $65,790,948 | §2,452,541

Purchased ‘

Labor/Subconsultants | g2 433 019 | ($22,433,019) (5) $- $- $ -

Office Rent $12,345,679 ($987,654) {6) $11,358,025 | $11,088,025 $320,000
Supplies & Utilities $5,753,086 $5,753,086 $4,027,160 | $1,725,926
TPostage and

Shipping $1,770,000 $321,456 (5) $2,091,456 51,464,019 $627,437
‘Equipment and

Maintenance 53,812,346 $3,812,346 $2,512,789 | $1,299,557
Depreciation :

Fxpense 56,202,469 (51,345,678) ] $4,856,791 $3,205482 | $1,651,309
Interest 5123,456 ($123,456) ®) $ - $- $ -
Dues and

Subscription $123,456 ($12,345) ©) $111,111 $77,778 $33,333
Advertising &

Marketing $427 406 ($45,678) {10 $381,728 $267,210 $114,518
Vehicles $5,896,123 ($147,403) | (5)(11}14) 55,748,720 $4,024,104 | $1,724,616
Bad debis $12,345 {$12,345) (12) 5o $- $ -

Legal and

Accounting Services $3,713,580 ($222,815) (13) $3,490,765 $3,490,765 $-
Fines and Penalties $80,000 ($80,000) (16) $-- % - %

Total General & .

Admin, Overhead $135,388,995 | ($29,541,478) $105,847,517 | $95,898,280 | 59,949,237

Total Indirect Costs $154,581,216  3130,011,870 $24,569,347

Indirect Cost Rates 126.17% 151.69% 66.84%

Figure 10.3: Standard Indirect Cost Rate Schedule
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FAR References:

m FAR 31.202: Uncompensated overtime,

@ FAR 31.205-6: Profit distribution and excess of the reasonable compensation.

o FAR 31.205-46, 31.205-14 & 31.205-51: Meals not for valid business purposes and associated with
lobbying and lacking adequate support

w FAR 31.201-2: Administrative staff costs billed to projects/clients.

& FAR 31.201-2: Subconsultant labor and other direct costs billed to and paid by contracts/clients.

» FAR 31.205-36 and 31.205-17: Capital lease costs, rent paid in excess of reasonable costs, and idle
facilities and capacity costs.

o TAR 31.201-2 & 31.205-6: Costs relates to personal use by employees and luxury vehicles.

®» FAR 31.205-20: Interest and other financial costs not allowable.

®» FAR 31.201-2: Non-business related dues and subscriptions.

ay FAR 31.205-1: Costs for advertisement and public relations costs and trade show expense including
labor.

oy FAR 31.205-46(d) and 31.205-6{m){(2): Personal use of vehicle and lack of mileage logs and business

purpose.
wn FAR 31-205-3: Bad debts and collection costs.

a» FAR 31.205-27 and 31.205-47: Reorganization and capital raising related costs and costs incurred in
connection with violation of alaw or regulation by the consultant.

as FAR 31.205-46: Unreasonable costs and costs not supported by documents and lack of business
purpose.

o» FAR 31.201-6(a) & CAS 405-40: Labor costs associated with unallowable costs.

as FAR 31.205-15: Fines and penalties resulting from violations of laws and regulations.
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10.4 CONSULTANT SELECTION METHODS

Figure 10-4: Consultant Selection Flowchart shows the three methods normally used in selecting a
consultant. They are:

»  One-Step RFP;

¢ One-Step RFQ;

¢ Two-Step RFQ/RFP,
The method used depends upon the scope of work, the services required, the project’s complexity, and
the time available for selection of the consultant.

In addition, there are other methods used in special situations such as noncompetitive procurement
and small purchases under $150,000.

Beginning with Section 10.5: Consultant Selection Using the One~Step RFP Method Using the One-Step
RFP Method each of the selection methods is explained in detail. Regardless of the method used, the

local agency shall retain all consultant selection documentation in their project files as required by 23
CFR Part 172,

One-$tep RFP

The One-Step RFP method may be used for Project-specific contracts when the scope of work is well
defined or for Multi-phased contracts where the defined scope of work is divided into phases. Other
considerations include when the consultant’s services are highly specialized and there are few qualified
consultants.

One-Step RFQ

The One-Step RFQ method is used when the requested services are specialized, or the scope of work is
defined broadly and may include multiple projects. Typical services are preliminary engineering,
surveying, environmental studies, preparation of Plans Specifications and Estimate (PS&E) and
environmental documents, or construction management. This method or the two step selection process
is used for procurement of on-call contract(s).

Two-Step (RFQ Followed by RFP)

The Two-Step RFQ/RFP method may be used when the scope of work is complex or unusual. This
method also may be preferred by local agencies that are inexperienced about negotiations and
procedures for establishing compensation. However, the Two-Step RFQ/RFP method s recommended
for procurement of multiple on-call contracts, or on-call list, through a single solicitation. For more
information, refer to description of on-call contract in Section 10.2: Identifying & Defining a Need for
Consultants. This method requires substantially more work and time than the other two methods
described above.
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10.5 CONSULTANT SELECTION USING THE ONE-STEP RFP METHOD

Of the three methods discussed, this one is most easily modified for non-A&E consulting contracts.
For non-A&E consulting contracts, a cost proposal shall be part of the RFP and the selection criteria.
For A&E contracts, the cost proposal is not requested until the consultants have been final ranked
based upon their submitted technical proposal,

Appoint Consultant Selection Committee

A consultant selection committee with a minimum of three members is appointed at the beginning
of the consultant selection process. The committee reviews materials submitted by consultants,
develops a shortlist of qualified consultants, and develops a final ranking of the most qualified
proposals. Representation on the committee includes the Contract Administrator and subject
matter experts from the project’s functional area. The members should be familiar with the
project/ segment to be contracted out and with the local agency standards that will be used in the
contract. Participation by a Caltrans district representative is at the option of the agency and
subject to availability of the DLAE staff. Caltrans participation on the interview panel does not
relieve the local agency of its responsibility to ensure that proper procurement procedures are
followed and all requirements are met.

Local agency Contract Administrator ensures that all committee members meet the conflict of
interest requirements (23 CFR 172) by completing and signing a conflict of interest statement prior
to selection process initiation. A sample conflict of interest form is provided in Exfibif 10-T: Panel
Member Conflict of Interest & Confidentiality Statement.

Develop Technical Criteria for Evaluation of Proposals

The Contract Administrator is responsible for developing the technical criteria, and their relative
importance which are used to evaluate and rank the consultant proposals,

The criteria and relative weights must be included in the RFP, and the same criteria and relative
weights must be used in the evaluation sheets. Failure to include criteria and relative weights and
to use the same ctiteria and weights during the evaluation will result in the contract costs being
ineligible for federal or state reimbursement. Exhibit 10-B; Suggested Consultant Evaluation Sheet is a
recommended evaluation sheet with criteria and rating points for A&E consultants, where cost is
not used as a rating factor. This format is not mandatory, but it is recommended in the interest of
developing consistency among the hundreds of agencies and consultants operating in the state.
The local agency should consult with the DLAE before making major changes to the suggested
approach. '

Develop Schedule for Consultant Selection

Before the confract is advertised, the Contract Administrator completes a contract procurement
schedule including key dates for consultant selection activities. The Contract Administrator should
confirm key dates with all selection committee members before completing the schedule.

Prepare RFP
The information required in a RFP includes the following:
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Description of project;
Scope of work;
Schedule of work (including estimated start and end dates of the confract);

Method of payment, and cost proposal requirements. The cost proposal is
submitted in a separate sealed envelope. See Exfibit 10-H: Samiple Cost Proposal
(Example 3) for sample cost proposal formats;

Contract audit and review process requirements (see Section 10.3: AGE
Consultant Audit and Review Process);

Proposal format and required contents;
Method, criteria and weighting for selection;

A DBE contract goal is specified (see Exhibif 10-I1: Notice to Proposers DBE
Information), if a federal-aid contract;

Consultants acting in a management support role requirements Exhibit 10-U:
Consultant in Management Support Role Conflict of Interest and
Confidentiality Statement;

Protest procedures and dispute resolution process per 2 CFR Part 200.318(k).

The RFP specifies the content of a proposal, the number of copies required, due date, mailing
address, and a physical address where the submittals may be hand delivered if diffetent from
the mailing address. Two to four weeks is usually allowed between the time the RFP is
published and time that proposals must be submitted. More time may be requited for complex
contracts or projects,

Items typically required in a technical proposal include:

Work plan (specify what is to be covered);

Organizational chart;

Schedule and deadlines;

Staffing plan;

Proposed Team —complete for prime consultant and all key subconsultants;

Key personnel names and classifications —key team members identified in the

“original proposal/cost proposal shall not change (be different than) in the executed

contract;
Staff resumes;

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

Consultant DBE Commitment document, see Exhibit 10-Q1; Consultant Proposal
DBE Comynitment;
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» References,

Financial Management and Accounting System Requirements

The local agency must ensure that consultant contract solicitation and advertising documents
(RFPs) clearly specify that contracts shall not be awarded to a consultant without an adequate
financial management and accounting system as required by 48 CFR Part 16.301-3, 2 CFR Patt
200, and 48 CFR Part 31. The local agency must ensure the selected consultants have adequate
financial management systems as required by the applicable federal regulations.

Adpvertise for Consultants

The solicitation process for consultant services shall be by public advertisement, or by any other
public forum or method that assures qualified in-State and out-of-State consultants are given a
fair opportunity to be considered for award of contract. The minimum length of advertisermnent
is 14 calendar days.

Advertisement of the RFP in a major newspaper of general circulation, technical publications of
widespread circulation, professional associations and societies, recognized DBE organizations,
web hosting or clearing houses known for posting government contract solicitations such as
BidSync, Planetbids, or posting the RFP on the local agency’s or other widely used websites are
all acceptable methods of solicitation.

To document website postings, the local élgency should retain copies of screen shots displaying
the posted begin/end dates.

Issue/Publish RFP

The local agency shall publish the RFP on line and also issue the RFP to all consultants
responding to newspaper advertisement. The local agency shall keep a record of all consultants
that have downloaded RFP on line as well as those receiving an RFP through other means, to
ensure that any inquiry responses, addendums, or amendments to the RFP are given to all
consultants that received the RTP.

Conduct Proposer’s Conference or Answer Written Quesﬁohs

The local agency may allow for clarification of the RFP by inviting submittal of written
questions or by conducting a proposer’s conference, or by doing both. The local agency must
publish or mail their responses to any written questions to all consultants receiving the REP,
No response should be given to verbal questions. Itis important that all competing consultants
receive the same information. If a proposer’s conference is to be held, the exact time and place
must be specified in the RFP. Attendance at a proposer’s conference normally is not
mandatory. However, consultants not attending the conference do not receive notes from the
meeting unless they request the notes.

Receive and Evaluate Technical Proposals

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

Documentation of when each proposal was received must be maintained in the project files.
Copies of date stamped envelope covers or box tops are recommended. The members of the
consultant selection comumittee must evaluate each proposal according to the technical criteria
listed in the RFP. Minimum of three proposals must be received and evaluated. If only two
proposals are received, a justification must be documented to proceed with the procurement, If
only one proposal is received, a Non Competitive process must be justified and a Public
Interest Finding (PIF) must be documented and signed by the DLAE. In either case, the re-
advertisement of the RFP should be considered as an option.

The committee must also evaluate reference checks and other information gathered
independently. Reference checks shall be completed and other information gathered before the
interviews are conducted. If necessary, the results of the reference checks or other information
may be discussed with the highest ranked qualified consultants at the interviews.

Develop Final Ranking and Notify Consultants of Results

The selection committee discusses and documents the strengths and weaknesses of each
proposal; interviews the three or more highest ranked consultants (short listed); and develops a
final ranking of the highest ranked consultants. All consultants that submitted proposals must
be informed about the final ranking of consultants. It is important that all competing
consultants receive the same information.

Most consultants will request information as to why they were not the highest ranked.
Therefore, the selection committee should keep notes as to why a particular consultant was not
selected. When a consultant requests debriefing, the reasons for not being selected must be
objective reasons. The consultant should not be compared to others, and should not be
provided with information about other consultants during this debriefing. Normally, the
Contract Administrator does the debriefing; however, any member of the selection committee
may be designated to do the debriefing, :

Negotiate Coniract with Top-Ranked Consultant

Cost proposal (for both Prime and all Subconsultant), and contract audit and review documents
such as Exhbit 10-K: Consultant Certification of Contract Costs and financial Managenent System of
Costs and Financial Management System and Exfubit 10-A; A&E Consultant Audif Request Letter
and Checklist, whichever applicable (see Section 10.3: A&E Consultant Audit and Review Process)
should be submitted in a separate sealed envelope. Typically, the cost proposals are submitted
by the short listed consultants only, at time of interview. However, if time is of the essence and
it can be justified, or if no interviews are planned, the cost proposal can be requested from all
consultant with their technical proposal.

The cost proposal for the most qualified consultant will be opened and used to begin
negotiations. If agreement cannot be reached, then negotiations proceeds to the next most
qualified consultant. Each consultant’s cost proposal must remain sealed until negotiations
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commence with that particular consultant. The goal of negotiations is to agree on a final
contract that delivers the services, or products required at a fair and reasonable cost to the local
agency. At the completion of successful cost negotiations, all remaining sealed envelopes
containing cost proposals shall be returned to consultants,

Cost proposals in electronic form shall be submitted separately from the RFP and contained in a
secure database that is inaccessible to the members involved in the A&F consultant contract
procurement process. Only the cost proposal of the most qualified consultant will be requested
to be sent to the members. Cost proposals of unsuccessful consultants are confidential and shall
not be opened by the local agency or any private entity that the local agency uses to store the
cost proposals. Any concealed cost proposals of the unsuccessful consultants must be properly
disposed of by permanently deleting the cost ptoposals and/ or any copy of the cost proposals.

The independent cost estimate, developed by the local agency in advance of requesting a cost
proposal from the top-ranked consultant, is an important basis and tool for negotiations or
terminating unsuccessful negotiations with the most qualified consultant. It can be revised, if
needed, for use in negotiations with the next most qualified consultant. A contract audit and
review may be required (see Section 10.3: A&E Consultant Audit and Review Process in this
chapter). Local agency Contract Administrator ensures that all required documentations are
provided to Caltrans A&T within 10 days of written request, including all documents for a
Financial Review, if applicable. Caltrans A&I will not proceed with a Financial Document
Review until all required documentation is completed correctly and submitted, Negotiations
should be finalized after addressing all deficiencies noted in the Caltrans A&I Financial Review
Letter if applicable. An indirect cost audit may be performed within the record retention period
of the contract.

Items typically negotiated include:
*  Work plan;
* Schedule and deadlines (for deliverables and final duration of contract);
* Products to be delivered;
» (lassification, wage rates, and experience level of personnel to be assigned;

» Costitems, payments, and fees. Feeis required to be negotiated as a
separate element

» Hours, level of effort by task and/or classification

The consultant’s ICR is not a negotiable item. A lower rate cannot be negotiated by the local
agency. The local agency and the consultant will agree on the final cost proposal and
incorporate into final contract. ‘

Before executing the consultant contract, the local agency must review contract to ensure that all
federal and state requirements have been met (see Exhibit 10-C: A&E Consultant Contract
Reviewers Checklist), and adjustment or denial of ICR as identified in the Financial Review Letter
has been included in the final cost proposal, if applicable,
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Prior to contract award, the local agency must submit a completed Exhibit 10-C signed by the
Contract Administrator for all new or amended federal and/or state funded A&E consultant
contracts to aeoversight@dot.ca.gov for Caltrans review and acceptance. If there are any
changes to the contract after Caltrans acceptance of Exhibit 10-C, the local agency must notify
Caltrans and provide a copy of an updated Exhibit 10-C and all contract amendments to
acoversight@dot.ca.gov. Execution of an A&E consultant contract without Caltrans acceptance
may result in ineligibility for reimbursement. Submission of Exhibit 10-C to Caltrans HQ for
acceptance is not required for non-A&E consultant contracts.

10.6 CONSULTANT SELECTION USING THE ONE-~STEP RFQ METHOD

The REQ method is used when the services being procured are specialized, or the scope of work
is defined broadly and may include multiple projects.

Appoint Consultant Selection Commiitee

A consultant selection committee with a minimum of three members is appointed at the
beginning of the consultant selection process. The committee reviews and scores the materials
submitted by consultants in response to the RFQ, develops a shortlist of qualified consultants,
interviews those consultants, and develops a final ranking of the most qualified consultants.
Representation on the committee includes the Contract Administrator and subject matter
experts from the project’s functional area. The members should be familiar with the scope of
work to be contracted out and with the local agency standards that will be used in the contract.

Participation by a Caltrans district representative is at the option of the local agency and subject
to the availability of the DLAE staff. Caltrans participation on the interview panel does not

relieve the local agency of its responsibility to ensure that proper procurement procedures are
followed and all requirements are met.

Local agency Contract Administrator ensures that all committee members meet the conflict of
interest requirements (23 CFR 172) by completing and signing a conflict of interest statement
prior to selection process initiation. A sample conflict of interest form is provided in Exfubit 10-
T:_Panel Member Conflict of Interest & Confidentiality Statemnent.

Develop Technical Criteria for Evaluation of Qualifications

The Contract Administrator is responsible for developing the technical criteria, and their
relative importance which are used to evaluate and rank the consultant qualifications. The
criteria and relative weights must be included in the RFQ), and the same criteria and relative
weights must be used in the evaluation sheets. Failure to include criteria and relative weights
and to use the same criteria and weights during the evaluation will result in the contract costs
being ineligible for federal or state reimbursement. Exhibif 10-B: Suggested Consultant Fvaluation
Sheet is a recommended evaluation sheet with criteria and rating points for A&E consultants,
where cost s not used as a rating factor. This format is not mandatory, but it is recommended
in the interest of developing consistency among the hundreds of agencies and consultants
operating in the state. ‘The local agency should consult with the DLAE before making major
changes to the suggested approach.

Page 32 of 58
January 2018




Local Assistance Procedures Manual Chapter 10

Consultant Selection

Develop Schedule for Consultant Selection

Before a contract is advertised, the Contract Administrator completes a contract procurement
schedule including key dates for consultant selection activities. The Contract Administrator

should confirm target dates with all selection committee members before completing the
schedule.

Prepare RFQ
As a minimum, the RFQ generally includes the following:

* General description of the services or project(s);
* Scope of work;
¢ Schedule of work (including contract begin and end dates);

¢ Method of payment, and cost proposal requirements. The cost proposal is
submitted in a separate sealed envelope. See Exhibit 10-H: Sample Cost
Proposal for sample cost proposal formats;

¢ Contract audit and review process requirements (see Section 10.3: ASE
Consultant Audit and Review Process);

¢ Statement of Qualification (SOQ) format and required content to be
submitted; ‘

¢ Method and criteria and weights for selection;

¢ A DBE contract goal is specified (see Exhibit 10-I: Notice to Proposers DBE
Information), if a federal-aid conftract;

o Consultants acting in a management support role requirements Exhibit 10-U:
Consultant in Management Support Role Conflict of Interest and
Confidentiality Statement; Protest procedures and dispute resolution process
per 2 CER Part 200.318(k).

The RFQ specifies the content of the SOQ, the number of copies required, due date, mailing
address, and a physical address where the submittals may be hand delivered if different from
the mailing address. Two to four weeks is usually allowed between the time the RFQ is
published and time that SOQs must be submitted. More time may be required for complex
contracts or scope of work.

Items typically required in a statement of qualification include:

e Qualifications of key personnel (including consultant project manager) proposed
for the contract. Key team members identified in the original proposal/ cost
proposal shall not change (be different than) in the executed contract;

e Staff resumes;
» Related projects that key personnel have worked on;

¢ Qualifications/experience of the firm;
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e Organizational chart;
¢ Forecast or Schedule of work;

¢ Consultant DBE Commitment document, see Exhibit 10-O1: Consultant
Proposal DBE Commnitinent;

s References.

Financial Management and Accounting System Requirements

The local agency must ensure that Consultant contract solicitation and advertising documents
(RFQs) clearly specify that contracts shall not be awarded to a consultant without an adequate
financial management and accounting system as required by 48 CFR Part 16,301-3, 2 CFR Part
200, and 48 CFR Part 31. The local agency must ensure the selected consultants have adequate
financial management systems as required by the applicable federal regulations.

Advertise for Consuliants

The solicitation process for consultant services shall be by public advertisement or any other
public forum or method that assures qualified in-State and out-of-State consultant are given a
fair opportunity to be considered for award of contract. The RFQ must contain sufficient project
work information, so that interested consultants can submit an appropriate SOQ.

Advertisements for RFQ may take one of two approaches. The most common is an
advertisement or publication of the RFQ in a major newspaper of general circulation, technical
publication of widespread circulation, professional associations and societies, recognized DBE
organizations, web hosting or clearing houses known for posting contract solicitations such as
Bid Sync, PlanetBids, or posting the RFQ on other widely used websites. To document website

postings, the local agency should retain copies of screen shots displaying the posted begin/end
dates. |

In the second approach, the local agency advertises the availability of the RFQ in a major
newspapet of general circulation, technical publications of widespread circulation, professional
associations and societies, recognized DBE organizations, or through a web hosting or clearing
houses known for posting contract solicitations such as BidSync or PlanetBids, and requests that
interested consultants send a letter of interest to the local agency for the RFQ. The RFQs shall
then be sent to those firms who indicated interest in the RFQ. In some cases, it may be desirable
to advertise nationwide for a particular project or service. This approach provides a registry for
firms who received the RFQ and therefore facilitates the broadcast of any revisions or addenda
to the RFQ, if necessary,

Issue/Publish RFQ

The local agency shall publish the RFQ online and also issue the RFQ to all consultants
responding to newspaper advertisement. The local agency shall keep a record of all consultants
that have downloaded the RFQ on line as well as those receiving an RFQ through other means,
to ensure that any inquiry responses, addendums, or amendments to the REQ are given to all
consultants that received the RFQ.
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Receive/Evaluate Stalements of Qualificalions and Develop Shorilist

The first step in the evaluation process is to determine that each SOQ contains all forms and
other information required by the RFQ. Otherwise, the submittals may be considered
nonresponsive and rejected without evaluation. Late submittals, submittals to the wrong
location, and submittals with inadequate copies are considered nonresponsive and shall be
rejected. Submittal of additional information after the due date shall not be allowed.
Documentation of when each proposal was received must be maintained in the project files.
Copies of date stamped envelope covers or box tops are recommended.

Minimum of three proposals must be received and evaluated. If only two proposals are
received, a justification must be documented to proceed with the procurement. If only one
proposal is received, a Non-Competitive process must be justified and a Public Interest Finding
(PTF) must be documented and signed by the DLAE. In either case, the re-advertisement of the
RFP should be considered as an option.

The consultant selection committee reviews the submitted SOQ according to the published
evaluation criteria and weighting factors. The committee makes an independent random check
of one or mote of the consultant’s references. This check applies to major subconsultants also.
The committee establishes a shortlist of consultants who are considered to be best qualified to
perform the contract work. The shortlist includes enough qualified consultants to ensure that at
least three consultants are interviewed.

Notify Consultanis of Shortlist

All consultants that submitted an SOQ must be notified of the results of the review, The
notification also identifies those consultants (short list) that will be requested to attend
interviews. Most consultants will request information as to why they were not placed on the
shortlist. Therefore, the selection committee should keep notes why a particular consultant was
not selected for the shortlist. When a consultant requests a debriefing, the reasons given for not
being selected must be objective reasons. Consultants.should not be compared with each other
during the debriefing. Normally, the Contract Administrator does the debriefing; however, any
member of the selection committee may be designated to do the debriefing.

Interview Top-Ranked Consultants

Each consultant to be interviewed is given a copy of the draft of the proposed contract, defining
the detailed scope of work, and/ or description of required services, and other information.
This should be sent with the initial notification of the interview.

Between the time of the notification of the shortlist and interviews, the local agency may answer
any questions concerning the scope of work to be contracted out, if not done eatlier during the
solicitation. In addition, the local agency may conduct additional reference checks for each
consultant to be interviewed. Consultants should submit their questions about the RFQ and
receive their answers from the local agency in writing. It is requiredt that all consultants on the
shortlist receive the questions and answers and are given the same information.

The committee should evaluate reference checks and other information that is gathered
independently. Reference checks shall be completed and other information gathered before the
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interviews are conducted. If necessary, the results of the reference checks and other information
may be discussed with the consultant at the interview.

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

Two types of questions may be asked:
* Questions that are to be asked of all competing consultants, and

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

The agency can request competing consultants to bring additional information or examples of
their work to the interviews; if the additional information facilitates the interview or evaluation
process. Additional information requested should be kept at a minimum, that is, only
information required to select the most qualified consultant for the contract, The selection
committee or local agency shall not gather additional information concerning the consultants
after the interviews are completed,

Develop Final Ranking and Notify Consultants of Results

All consultants interviewed must be informed about the final ranking of consultants, Itis
important that all competing consultants receive the same information.

Most consultants will request information as to why they were not selected as the most
qualified. Therefore, the selection committee should keep notes as to why a particular
consultant was not selected. When a consultant requests debriefing, the reasons for not being
selected must be objective, Consultants should not be compared with each other or provided
with information about other consultants during the debriefing,

Normally, the Contract Administrator does the debriefing; however, any member of the
selection committee may be designated to do the debriefing. The next two sections provide
guidance when the RFQ is solicited for specialized services and additional information is
required priot to cost negotiations with consultant. For on-call contracts, skip the next two
sections and begin Negotiation phase. 7

Conduct Scoping Meeting

The Contract Administrator meets with the first-ranked consultant’s project manager to review
the project, and to ensure that the consultant has a complete understanding of the work that is
required. The consultant is shown as much material as is available regarding the project. Any
technical questions regarding the project are answered for the consultant.

Request Cost Proposal

The first-ranked consultant is asked to provide a cost proposal to perform the work described in
the draft contract and discussed at the scoping meeting. The work is to be performed according
to the conditions described in the draft contract using the payment method described therein.
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Alternatively, if time is of the essence and it can be justified, sealed cost proposals may be
requested from all of the consultants on the shortlist.

If the contract involves more than one project, the consultant must provide a separate cost
proposal for each project in addition to a summary cost proposal for the total contract. If the
contract involves milestones, the consultant must furnish a separate cost proposal for each
milestone with a summary cost proposal for the total costs. If the contract involves
subconsultants, the prime consultant must include a separate cost proposal for each
subconsultant. Each subconsultant’s cost proposal must follow the same format as the prime
consultant’s cost proposal.

Negotiate Contract with Top-Ranked Consultant

Cost proposal (for both Prime and all Subconsultant), and contract audit and review documents
such as Exhibit 10-K: Consultant Certification of Contract Costs and Financial Management System
and Exhibit 10-A: AGE Consultant Audit Request Letter and Clecklist, whichever applicable (see
Section 10.3: A&E Consultant Audit and Review Process) will be submitted in a separate sealed
envelope. Typically, the cost proposals are submitted by the short listed consultants only, at
time of interview. However, if time is of the essence and it can be justified, or if no interviews
are planned, the cost proposal can be requested from all consultant with their statements of
qualification.

After the top-ranked consultant submits a sealed cost proposal, the local agency reviews the
cost proposal and compares it with the local agency’s confidential detailed independent cost
estimate and enters into negotiations. The goal of negotiation is to agree on a final contract that
delivers to the local agency the services ot products required at a fair and reasonable cost. The
independent cost estimate, developed by the local agency in advance of requesting a cost
proposal from the top-ranked consultant, is an important basis and tool for negotiations,

Negotiations should commence with the most qualified consultant. If agreement on a fair and
reasonable price cannot be reached, negotiations should then be formally terminated.
Negotiations then proceed to the next most qualified consultant, and so on. Each consultant’s
cost proposal must remain sealed until negotiations commence with that particular consultant.

At the completion of successful cost negotiations, all remaining sealed envelopes containing -
cost proposals shall be returned to consultants,

Cost proposals in electronic form shall be submitted separately from the RFQ and contained in a
secure database that is inaccessible to the members involved in the A&E consultant contract
procurement process, Only the cost proposal of the most qualified consultant will be requested
to be sent to the members. Cost proposals of unsuccessful consultants are confidential and shall
not be opened by the local agency or any private entity that the local agency uses to store the
cost proposals. Any concealed cost proposals of the unsuccessful consultants must be properly
disposed of by permanently deleting the cost proposals and/or any copy of the cost proposals.

A contract audit and review may be required (see Section 10.3: AEE Consultant Audit and Review
Process earlier in this chapter). Local agency Contract Administrator is responsible for the
submittal of all required documentations to Caltrans A&I in a timely fashion, including all
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documents for a Financial Review, if applicable. Caltrans A&l will not proceed with a Financial
Review until all required documentation is completed correctly and submitted. Negottations
may be completed after receipt of the Caltrans A&l Financial Review Letter. An indirect cost
audit may be performed within the record retention period of the contract.

The items typically negotiated include:
e Work plan;
* Staffing plan;
* Schedule (including contract begin and end dates);
¢ Products to be delivered;
* Classification, wage rates, and experience level of personnel to be assigned;

¢ Costitems, payments and fee. Fee is required to be negotiated as a separate
element,

The consultant’s ICR is not a negotiable item. A lower rate cannot be negotiated by the local
agency. For on-call contracts, typically a price agreement is reached based on specific rate of
compensation for the term of the contract. The subsequent task orders (or mini agreements for
individual project work) is negotiated based on actual cost plus fee, or lump sum, which is
derived from the wage rates agreed upon earlier for the on-call contract.

Before executing the consultant contract, the local agency must review contract to ensure that all
federal and state requirements have been met (see Exhibit 10-C; A&E Consultant Contract
Reviewers Checklist), and receive Caltrans A&I’s Financial Review acceptance letter, if applicable.

Prior to contract award, the local agency must submit a completed Exfibit 10-C signed by the
Contract Administrator for all new or amended federal and/ or state funded A&E consultant
contracts to acoversight@dot.ca.gov for Caltrans review and acceptance. If there are any
changes to the contract after Caltrans acceptance of Exhibit 10-C, the local agency must notify
Caltrans and provide a copy of an updated Exfibit 10-C and all contract amendments to
aeoversight@dot.ca.gov. Execution of an A&E consultant contract without Caltrans acceptance
may result in ineligibility for reimbursement. Submission of Exhibit 10-C is not required for
non-A&E consultant contracts..

10.7 CONSULTANT SELECTION USING THE TWO-~STEP RFQ/RFP METHOD

Combined RFQ and RFP

Selecting consultants using the Two-Step RFQ/RFP method requires combining certain steps
from each of the other two methods previously described. The consultants are rated based
upon both their qualifications and their technical proposals.

The initial steps in this method (up to the development and notification of the shortlist) are the
same as the steps followed when using the One-Step RFQ method. At this point, the
consultants from the shortlist are issued an RFP. The remaining steps are the same as the later
steps followed in the One-Step RFP method. The combination of these steps is indicated in
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Figure 10-4: Consultant Selection Flowchart. Because it is a combination of the One-Step RFQ
and One-Step RFP methods, this method of consultant selection requires more work and time
than the other two methods. Consequently, the combined RFQ/RFP method is recommended
for use only when the scope of work is very complex or unusual. The Two-Step RFQ/REP is
also well suited for procuring multiple on-call contracts through single solicitation. The
outcome of the first step - RFQ will be multiple contracts, or on-call list of consultants with
cost/price agreements. The subsequent project work will be procured thru individual
competition or mini-RFPs amongst the on-call consultants. The mini-RFP or the task order will
be negotiated with first ranked firm from each competition. Task order (mini-RFP) cost will be
based on wage rates established in the master on-call contract, and the time and deliverable
requirements in the task order.

COMPLETING THE PROJECT

Develop the Final Contract

The Contract Administrator requests a revised cost proposal from the consultant after:

(1) negotiations have been completed, (2) the local agency and consultant have agreed to a fair
and reasonable price, and (3) aletter, if applicable, is released by Caltrans A&I that accepts,
denies or makes an adjustment to the proposed ICR. The Contract Administrator should
review the revised cost proposal to ensure that all the items and changes discussed during
negotiation were included. This revised cost proposal then becomes the final cost proposal, is
attached to and made a part of the consultant contract. For informational purposes, sample
contract language and format have been included as Exhibit 10-R: A&E Sample Contract

Languuge.

The Contract Administrator has responsibility to ensure that the final negotiated contract is
complete and has verified that all required backup documents have been provided. Copies of
the contract are sent to the consultant for signature first.

Review and Approval of Contracts

Proposed contracts for consultant services (including subcontracted work) exceeding $150,000,
must be reviewed by the local agency to verify that:

* Compensation is fair and reasonable and includes prevailing wage rates, if
applicable;

* Work activities and schedules are consistent with the nature and scope of the
project;

* DBE goal Exhibit 10-O2: Consultant Contract DBE Commitment is included for
all contracts regardless of goal.;

»  Exhibit 10-K:_Consultant Certification of Contract Costs and Financial Manngement
System (for Prime and Subs), and Exhibit 10-A: A&E Consultant Audit Request
Letter and Checklist and all supporting documents, if applicable, have been
submitted to Caltrans A&l
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s If applicable, adjustment or dental of the ICR identified in the Financial
Review Letter have been included in the final cost proposal;.

o Exhibil 10-C. A&E Consultant Contract Reviewers Checklist must be used to
ensure that required documentation has been provided;

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

Before approving a contract for consulting services, the Contract Administrator must be
satisfied that the consultant’s organization;

» Is qualified to perform the services required;

¢ Isina position, considering other work commitments, to provide competent
and experienced personnel to perform the services in the time allowed;

e Is fully aware of all applicable federal and state laws including implementing
regulations, design standards, specifications, previous commitments that must
be incorporated into the design of the project, and administrative controls
including those of Caltrans and FHWA.

¢ Has an adequate financial management system as required by the applicable
federal regulations.

The contract must provide for a defined level of acceptability and a statement to the effect that
the consultant may be required to modify its work as necessary; to meet that level of ;
acceptability as defined in the contract. The contract shall provide for local agency reviews at 5
appropriate stages during performance of the work, to determine if any changes or other
actions are warranted.

The contract shall also provide that the consultant establish a working office at a place
acceptable to the local agency. The contract shall provide that the consultant and
subconsultants shall maintain all books, documents, papers, accounting records, and other
information pertaining to costs incurred. Such materials must be available for inspection and
audit by federal, State, and local agency authorized representatives; and copies thereof shall be
furnished, if requested.

Following, final settlement of the contract accounts with the State or FHWA, such records and
documents may be archived at the option of the local agency, but in any event shall be retained
for a three-year period after processing of the final voucher by the State or FHWA,

Execute Contract and Issue Notlice fo Proceed to Consultant

The Contract Administrator sends the consultant a fully executed copy of the contract with an
original signature and issues a notice to proceed. Funds may not be used to reimbutse the
agency for any work or costs incurred before the Authorization to Proceed is issued, or for

consultant costs incurred prior to the execution of the consultant contract. Local agency

consultant selection and contract execution costs may be reimbursable.
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For on-call contracts, a fully executed copy of the contract with original signatures will be send
to the consultant. Each subsequent task order (for individual project) will be accompanied with
a copy of the signed task order and a Notice to Proceed, once it is negotiated and approved.

Administer the Coniract

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

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

» Monitoring project progress and compliance with contract requirements;

* Receiving, reviewing and assessing reports, plans, and other required
products/ deliverables;

¢ Receiving and reviewing state prevailing wages. (See Department of
Industrial Relations websites below.

o DIR FAQ website:
http: / /www.dir.ca.gov/OPRL/FAQ PrevailingWage. html

o DIR Wage Determination website;
http:/ /www.dir.ca.gov/oprl/ DPreWageDetermination.him

¢ Reviewing invoices to ensure costs claimed are in accordance to the method of payment
and contract cost proposal, approving payments;

* If new consultant personnel are added or substituted, labor rates must be verified prior
to approving invoices.

¢ Record keeping and reporting;
¢ Controlling costs;

» Identifying changes to the scope of work and preparation of amendments (must ensure
that any changes to the scope is within the constrainis of the original REP/RFQ;

» Completing the consultant performance evaluations (see Exhibit 10-S; Consultant
Performance Evaluation).

Substitution of Consultant Personnel and Subconsuliants

Aftet contract execution the consultant should not substitute key personnel (project manager
and others listed by name in the cost proposal) or subconsultants without prior written
approval from the local agency. To do so can result in the costs being ineligible for federal or
state reimbursement. The consultant must request and justify the need for the substitution and
obtain approval from the local agency prior to use of a different subconsultant on the contract.
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The proposed substituted person must be as qualified as the original, and at the same or Jower
cost. For engineering types of consultant contracts, the consultant’s project manager must be a
registered engineer in the State of California.

Invoicing (or Progress Payments)

The frequency and format of the invoices/progress payments are to be determined by the
contract. Program Supplement Agreements (see LAPM Chapter 3: Project Authorization) need to
have been prepared prior to any payments being requested. Payments to the consultant are to
be in arrears. In other words, the consultant must have actually incurred and paid the costs
before invoicing the local agency.

For federal or state reimbursement of consultant costs on a project, the local agency must
submit the following to the DLAE, for each consultant or consulting firm used on the project
(failure to do so will result in the consultant’s invoices for reimbursement being returned to the
agency unprocessed): '

» Copy of Executed Consultant contract;

»  Exhibit 10-O1: Consultant Proposal DBE Commitment (federally funded projects only);

*  Exhibit 10-02: Consultant Contract DBE Information (federally funded projects only;

DLAE must confirm that the local agency has submitted copies of Exhibit 10-K: Consultant
Certification of Conkract Costs and Financial Management System (for Prime and Subconsultants) to
Caltrans A&l and received acceptance of Exhibit 10-C: Consultant Contract Reviewers Checklist
from Caltrans.

Invoices should include the following;
¢ Prepared on the consultant’s letterhead;
» Signed by the consultant’s project manager;
* Have a unique inveice number;
* Appropriate documentation attached;
e If the contract involved milestones, each milesione should be invoiced separately;

¢ If the contract involved subconsultants, a separate invoice for each subconsultant should
be attached in the same format as the prime consultant’s invoice and should be included
in the summary of the prime consultant’s invoice.

The following are requirements associated with each invoice that the local agency should
include:

* A summary of the reimbursements to-date and a summary of the funds remaining in the
contract. This should be compared to the local agency’s own record of reimbursements
to-date and a summary of the funds remaining in the contract.

* A summary of all payments to-date and funds remaining in the contract for each
subconsultant.
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The local agency is to follow the procedures given in LAPM Chapter 5: Invoicing, to obtain
reimbursement of federal or state funds:

Contract Amendments

Contract amendments are required to modify the terms of the original contract for changes such
as extra time, added work, or increased costs. Only work within the original advertised scope
of services shall be added by amendment to the contract. The addition of work outside the
original advertised scope will make that work ineligible for federal or state reimbursement (see
Q&As at: http://www .fhwa.dot.gov/ programadmin/172qa_01.cfm).

There is no prescribed format for contract amendments. They may take the form of letter-type
agteements meeting the legal requirements of the local agency, clearly outlining the changes
and containing a mutually agreed upon method of compensation. Such agreements must
conform to the requirements of this manual with regard to payment.

A consultant contract may be amended at any time prior to the expiration date of the original
contract. The most common amendment is to extend the ending date of the contract. All
contract amendments must be fully executed before the ending date of the contract. Failure to
amend a contract prior to the ending date will make the subsequent costs ineligible for federal
and state reimbursement. |

For on-call consultant contracts, the amendment is restricted to the work (task order) that has
already been started by the consultant and can not include any new work.

All contract amendments must be in writing and fully executed by the consultant and local
agency before reimbursable work begins on the amendment. If an emergency exists of such
magnitude that a delay cannot be tolerated, the local agency and the consultant may agree on
an amendment initiating the work, so that reimbursable work may begin. The initiating
amendment is then followed by a final amendment once the full scope of the emergency work is
known and agreed to by both parties. In both cases, sufficient funding should be included in
the amendments to pay for all work to be performed by the consultant. The final amendment
must be executed as quickly as possible. Failure to fully comply with this section may result in
the loss of local agency funding. Section 10.3: AGE Consultgnt Audit and Review Process of this
chapter shall apply to the entire contract and must be completed prior to execution of the
contract amendment.

Performance Evaluation

Pursuant to 23 CFR §172.9(d) agencies are required to prepare an evaluation of the consultant
when the project has been completed. The Contract Administrator evaluates the consultant’s
performance after the consultant’s final report has been submitted, and the Contract
Administrator has conducted a detailed evaluation with the consultant’s project manager., See
Exhibit 10-5: Consultant Performance Evaluation for a suggested format for use by the local
agency.

Page 43 of 58
January 2018



Local Assistance Procedures Manual Chapter 10

Consultant Selection

Project Records

Federal-Aid Highway Program funding recipients and sub-recipients must maintain adequate
and readily accessible project performance and financial records, supporting documents, and
other records considered pertinent to the grant agreement and in compliance with Federal laws
and regulations (e.g., 23 USC 112; 40 USC 1101-1104, 23 CFR 172, 48 CFR 31, and 2 CEFR Part
200). These records shall be maintained for a minimum of three (3) years following issuance of
the final voucher from FHHWA (forwarded by Caltrans} and the closure of all other pending
matters (2 CFR Part 200.333).

For audit purposes, project records and documentation shall be kept for three (3) years after
payment of the final federal or state voucher. Among the records to be retained are as follows
{not an all-inclusive list):

*

-

Copies of RFPs and RFQs, changes, addendums, etc. and bidder's list;

Documentation of DBE participation (including Exfribit 10-0O1: Consultant Proposal DBE
Commitment and Exhibit 10-02: Consultant Contract DBE Commtitment);

Solicitation and advertisement records;
Identification of selection committee members;
Record of receiving proposals, statement of qualifications;

Evaluation and ranking records such as original score sheets from all panel members,
short list questions and other documentation (see Exhibit 10-B: Suggested Consultant
Evaluation Sheet);

Independent cost estimate (prepared in advance of requesting a cost proposal from the
top-ranked consultant);

Record of negotiations (to include a separate negotiation of profit in accordance with
federal guidelines);

Financial Review Letter and Cognizant Agency Letter, when applicable;

CPA-audited ICR Audit Report or Approved State DOT Cognizant Indirect Rate Letter, if
any;

Consultant Certification of Costs and Financial Management ( Exhibit 10-K: Consultant
Certification of Contract Costs and Financial Management System) for contracts over $150,000
or more;

A&E Consultant Audit Request Letter and Checklist (Exhibit 10-A: A&E Consultant Audit
Request Letter and Checklist) for contracts over $150,000 and all supporting documentation.

Executed consultant contracts, cost proposals and amendments (see Exhibit 10-R: A&E
Sample Contract Langunge and Exhibit 10-H: Sample Cost Proposal);

Contract oversight and progress meeting documents;

Progress and final payments, and supporting documentation;
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» Performance evaluation (see Exhibit 10-S: Consultant Performance Fvaluation);

» Consultant contract checklists (see Exhibit 10-C: AGE Consultant Contract Reviewers
Checklist);

* Accounting records documenting compliance with State and federal administrative
requirements;

s Certifications and Conflict of Interest forms (Exhibit 10-T: Panel Member Conflict of Interest
& Confidentinlity Statement, Exhibit 10-U; Consultant in Management Support Role Conflict of
Interest and Confidentiality Statement and Exhibit 10-Q; Disclosure of Lobbying Activities, as
appropriate).

Retenifion Clauses

At the option of the local agency, a retention clause may be included in the consultant contract.
The usual retained amount is five percent; appropriate securities on deposit may be substituted

for the retention. A retention clause in the consultant contract is recommended (see Exhibit 10-R:

A&E Sample Contract Langunge, Article XXXI).

Review of Local Agency Actions

Federal-aid or state reimbursement is contingent on meeting the federal or state requirements
and can be withdrawn, if these procedures are not followed and documented. The local agency
files are to be maintained in a manner to facilitate future FHWA or Caltrans process reviews
and audits. As specified in the Review and Approval of Contracts above, the Contract
Administrator must review the proposed consultant contract before execution.

Exhibit 10-C: A&E Consultant Contract Reviewers Checklist is to be completed and signed. A copy
shall be emailed to Caltrans at acoversight@dot.ca.gov prior to contract award for acceptance.
This acceptance of Exhibit 10-C must be retained in the local agency project files.

MISCELLANEOUS CONSIDERATIONS

Engineering Services Under $150,000

The procurement of consultant services by Small Purchase Procedures is in accordance with 23
CFR 172.7(a)(2) and 48 CFR 2.101.

Local agencies should be fully aware that consultant services costing in aggregate no more than
$150,000 per contract may be obtained through a relatively simple and informal method of
procurement. This informal method must be sound and appropriate for the consulting services
procured and the project files must contain justification for the selection. The method of
procurement shall be an open and competitive process in selecting consultants and should
consider a minimum of three different consultants whenever possible. The Brooks Act and the
consultant audit process described in Section 10.3: A&E Consultant Audit and Review Process of
this chapter do not apply to consultant service contracts under $150,000. Although this method
of procurement is informal, it must still comply with Sections 10.1: General, 10.2: Identifying &
Defining a Need for Consultants Completing the Project, and Section 10.9: Miscellaneous
Considerations, of this chapter.
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Project splitting should not be used to take advantage of the small purchase procedure in order
to circumvent the Brooks Act.

Table 10-1: Summary of Required/Non-Required Activities for Small Purchase Procedure

REQUIRED NOT REQUIRED

* Competitive process (collect three bids) ¢ No RFP/RFQ

o Conflict of interest determination * No Selection/Evaluation

* Assigned Contract Administrator Panel

* Defined scope of work/schedule of ¢ No Evaluation criteria
deliverables/start and end dates for disclosure requirements
contract * No record of costs/ profit

* Defined deliverables/Prime and negotiations

Subconsultant responsibilities No audit and teview
¢ DBE goal for contract; Exhibit 10-O1: requirement of contract (no
Consultant Proposal DBE Commitment, Exhibit 10-A: A&E Consultant

Exhibit 10-02: Consultant Contract Audit Request Letter and Checklist

DBE Commitment o or Exhibit 10-K: Consultnnt
Cost estimate prior to receiving 1.31ds‘ Certification of Contract Costs and
Best method of payment determination Financial Management Systern)

Contract provisions/clauses

Evaluation of consultant, justification
of selection

¢ Contract management responsibilities

Exhibit 10-C: A&E Consultant Contract
Reviewers Checklist

. ¢ &

Price or rate quotation may be considered in the selection of A&E consultants on contracts
below $150,000 and must be documented in the project files. Qualified small business firms
shall be considered for selection on federal-aid and state reimbursed contracts. Additionally, on
federal-aid contracts, qualified DBE firms shall be considered for selection, and the appropriate
federal contract language shall be included.

The full amount of any contract modification or amendment that would cause the total contract
amount to exceed the Federal simplified acquisition threshold (currently established at
$150,000) would be ineligible for federal funding. Also, FHWA reserves the right to withdraw
all federal-aid funding from a contract if it is modified or amended above the applicable
established simplified acquisition threshold.

Noncompetitive Negotiated Contracts (Sole-Source)

Procurement by noncompetitive proposals may be used only when the award of a contract is
infeasible under small purchase procedures, sealed bids or competitive proposals (23 CFR
172.7(a)(3)).
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FHWA considers these types of contracts as Sole Source contracts and should be used only in
very limited circutnstances, A Public Interest Finding prepared by the local agency and
approved by Caltrans is required before establishing these services (23 CFR 172.7(a)(3); also sce
Exhibit 12-F: Cost-Effectiveness/Public Interest Finding.

Conditions under which noncompetitive negotiated contracts may be acceptable include:
¢ Only one organization is qualified to do the work;

¢ An emergency exists of stich magnitude that cannot permit delay;

» Competition is determined to be inadequate after solicitation of a number of sources,

The local agency shall:
» Follow its defined process for noncompetitive negotiation;

* Develop an adequate scope of work, evaluation factors, and cost estimate before
solicitation;

» Conduct negotiations to ensure a fair and reasonable cost.

The local agency must carefully document details of the special conditions, obtain Caltrans
approval on a Public Interest Finding and retain all documents in the project files for future
Caltrans’ or FHWA's review.

A Public Interest Finding (see Exhibit 12-F; Cost-Effectiveness/Public Interest Finding) is not
required for a local agency to be reimbursed for contract administration activities associated
with non-infrastructure type projects such as many Safe Routes to School or Transportation
Alternatives Program projects. However, an indirect cost allocation plan must be approved in
order to be reimbursed for this work {see

http:/ /www.thwa.dot.gov/legsregs/ directives / policy/ indirectcost.htm).

Personal Services Contracts

A personal services contract is characterized by the employer-employee relationship created
between the local agency and the contract personnel who essentially perform similar duties as
the employees. When personal engineering services less than $150,000 or non-engineering
consultant or vendor services for non-infrastructure programs are needed and federal or state
reimbursement will be sought, these services may be obtained through Small Purchase
Procedures up to a limit of $150,000 each.

The $150,000 is a cumulative limit for services provided by any individual consultant or
consulting firm, Such services must be under the direction and control of a full-time employee
of the local agency in responsible charge. Compensation for construction engineering services
should be based on actual costs incurred, plus a fixed fee, or in the case of individual
compensation on an agreed-upon hourly or daily rate. Lump sum payments should not be
used for construction engineering services.

For personal service contracts, the following information must be documented by the local
agency and retained in the project files:
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» Explanation of the services needed, and why they cannot be provided by the local
agency;

* Name and qualification of the consultant, who provided the services;

* Documentation of the fees showing how the fee was calculated, and that it is reasonable
by comparative standards;

* Any other records needed to show compliance with federal-aid program regulations.

Retaining a Consultant as an Agency Engineer or in Management Support Role

A local agency may retain qualified consultants in a management support role on its staff in
professional capacities for state funded or federal-aid projects such as:

* A City Engineer (or equivalent) who manages the engineering unit for the city,
providing oversight of a project, series of projects, managing or directing work of other
consultants or contractors on behalf of the City, selecting other consultants, approving
changes to schedule, scope, deliverables or costs, and approving invoices

¢ A County Engineer (or equivalent) who manages the engineering unit for the county
such as duties described above.

* A Project Manager (or equivalent) who manages and oversees a project, series of projects
or the work of other consultants and contractors on behalf of the public agency

* A Program Manager (or equivalent) who manages and oversees an element of a
highway program, function, or service on behalf of the public agency

However, a consultant in a management support role is not:

* A consultant engineer performing project-specific design, and/ or construction contract
administration and construction engineering for the public agency

* A consultant “project manager” performing contract management on behalf of the
consultant on the public agency’s consultant contract.

* A consultant providing support to administrative duties such as federal authorization
process, labor compliance activities, and other management and administrative tasks.

The use of a consultant in a management support role should be limited to unique or very
unusual situations. These situations require a thorough justification as to why the local agency
cannot perform the management. Consultants used in management support roles must be
selected using the same procedures as those for other consultants specified in this chapter.

Eligibility for federal or state reimbursement for a consultant in a management support role
requires the following:

» Compliance with the selection procedures specified in this chapter;

¢ lxistence of a contract between the local agency and the consultant specifying the local
agency engineering services to be performed;
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¢ Written designation by the local agency of the responsibilities and authority of the
consultant as an agency engineer;

» For a state funded or federal-aid project, completion of Exhibit 10-T: Panel Member Conflict
of Interest & Confidentiality Statement by all members (both consultants and employees)
prior to participating in the Architect & Engineering (A&E) Selection Panel pertaining to
the specific selection process and the firms being considered;

¢ Selection of consultants for A&E management positions shall be by the use of
qualification based selection procedures on an open and competitive basis resulting in a
contract with defined beginning and ending dates not to exceed five (5) years;

» For a state funded or federal-aid project, a local agency consultant in a management
support role shall not:

o Participate in, or exercise authority over the A&E selection process, if that
consultant’s firm is one of the proposing firms, or subconsultant to a proposing
firm;

o Participate in, or exercise authority over management of work performed by the
consultant’s firm, or to a consultant’s firm of which the local agency consultant firm
is a subconsultant, This would include, but not be limited to, managing or directing
the work, approving changes in the schedule, scope, or deliverables; and approving
invoices.

o Apply for or receive reimbursement of federal-aid funds for the local agency’s
federal-aid project if either of the foregoing has occurred. However reimbursement
for the construction contract portion of the project will still be allowed provided all
other federal-aid requirements have been met.

o Where benefiting more than a single federal-aid project, allocability of consultant
contract costs for services related to a management support role shall be distributed
consistent with the cost principles applicable to the contracting agency in 23 CFR
172.7(b)(3).

If engineering services for a project are within the scope of the services described in the retained
consultant’s contract, these services may be performed by the person or firm designated as an
agency engineer, If the services are not within the scope, eligibility for federal or state
reimbursement for these services require a new consultant contract to be developed using the
selection procedures in this chapter. Retained consultants involved in the preparation of the
RFP or RFQ shall not be considered in the selection of consultants for the resulting project
specific work. '

When engineering or architectural consultants in a management support role are procured with
federal-aid funds, the local agency (subgrantee) shall fully comply with the following:

* Subparagraphs of 2 CFR 200.318 maintain a contract administration system and
maintain a written code of standards. No employee, officer or agent of the subgrantee
shall participate in selection, or in the award or administration of a contract supported
by federal funds if a conflict of interest, real or apparent, would be involved.
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Subparagraph of 23 CFR §172.7(b) requires that the local agency shall receive approval
from FHWA. In addition, any federal-aid projects designated as High Profile projects
may also need approval from FHWA.

Liability insurance should normally be required from the consultant (errors and
omissions, etc.).

For federally funded projecfs, local agencies that solicit to hire A&E consultant(s) in a
management support role must obtain FHWA approval prior to contract execution.

In order for a contract for a consultant in a management support role to be federally eligible, the
following are required prior to contract execution:

The local agency shall submit a request for approval via email the Scope of Work and
Conflict of Interest Policy to the Division of Local Assistance-Headquarters (DLA-HQ) at
acoversight@dot.ca.gov, prior to solicitation.

Once the local agency receives FHWA's written response, the local agency can proceed
with the RFQ.

After consultant selection, the local agency shall submit the completed Exhibit 10-11;
Consultant in Management Support Role Conflict of Interest and Confidentinlity Statement to
the DLA-HQ at aeoversight@dot.ca.gov. Local agency will receive FHWA's approved
Exhibit 10-U via email.

LPA

DLAE

DLA-HC

acoversightidob o gov

FHWA

Figure 10-5: Consultant in a Management Support Role Flowchart
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Construction Engineering Services

Under federal-aid regulations and state policy, the primary responsibility for general
supetrvision of construction must remain with the local agency. The local agency must also
ensure that the work is performed in accordance with the approved plans and specifications, by
employing or retaining as a consultant a registered engineer for construction engineering
services on the project.

All construction engineering activities performed by a consultant must be under the overall
supervision of a full-time employee of the agency who is in responsible charge. These activities
may include preparation of contract change orders, construction surveys, foundation
investigations, measurement, and computation of quantities, testing of construction materials,
checking of shop drawings, preparation of estimates, reports, and other inspection activities
necessary to ensure that the construction is being performed in accordance with the plans and
specifications. The construction engineering consultant’s contract defines the relative
authorities and responsibilities of the full-time employee of the local agency in charge of the
project and the consultant’s construction engineering staft.

If a technical inspection consultant is to provide professional assistance to the local agency, a
formal consultant contract must be executed which follows this chapter’s requirements. The
contract shall provide for reviews at appropriate stages during performance of the work to
determine if any changes or other actions are warranted. These reviews are to be made by the
local agency.

10.10 NON-A&E CONSULTANTS

Definition

Services and planning studies that are not included in the definition of A&E related services or
are not directly related to a construction project may be considered non-A&E. These services
include Right-of-Way appraisal and acquisition activities, conducting public outreach during
environmental clearance or construction, and Active Transportation Program educational and
outreach activities.

The determining factor for the required use of competitive negotiation/ qualifications based
selection procedures is whether the services being procured are related to a specific
construction project and whether the services require work to be performed, provided by, or
under the direction of a registered engineer or architect. If a planning study is to determine the
need for improvements within a corridor, to conduct travel demand studies, or to obtain
information on costs for planning and programming processes, the consultant may not need to
be procured under a qualifications based selection process.

Intelligent Transportation System (ITS) Projects

Intelligent Transportation System (ITS) means electronic, communications, or information
processing used singly or in combination to improve the efficiency or safety of a surface
transportation system. ITS projects are those that in whole or in part, funds the acquisition of
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technologies or systems of technologies that provide significant contributions to the provision
of one or more ITS user services as defined in the National ITS Architecture.

The federal-aid procurement regulations identify three possible contract procurement
procedures for ITS projects including engineering and design related services (or A&E),
construction, and non-engineering /non-architectural (or Non-A&E).

If ITS projects include physical installation of field devices and/or communications
infrastructure, such as new traffic signals, new controller cabinets, changeable message signs,
radio and computers, vehicle detectors, and conduits for cabling in the roadway, then that work
and required equipment usually meets the definition of construction. The construction contract
must be procured based on competitive bidding. If the ITS project involves considerable
software development, system integration, hiring engineers and specialists for ITS design and
installation support, inspection, design documentation, training and deployment, it would be
considered an engineering and design services contract and the contract must be procured as an
A&E consultant contract.

However, if an ITS project does not meet either the definition of construction or engineering
and design services, then the contract may be considered to be a Non-A&E consultant contract.
Examples of Non-A&E consultant contracts are:

* The procurement of hardware and software associated with incident management system
* Software systems for arterial and freeway management systems
¢ Operating the 511 traveler information service

¢ Nonprofessional services for system support such as independent validation and
verification, testing and specification development, and development of a concept of
operations

For mote information regarding Intelligent Transportation Systems (ITS) Program procurement
requirements, refer to LAPG, Chapter 13 LAPG Chapler 13: Intelligent Transportation Systems.

Non-Infrastructure Projects

* Non-infrastructure (NI) projects are those transportation-related projects that do not
involve either engineering design, Right-of-Way acquisition (for additional guidance
refer to LAPM Chapter 13}, or the eventual physical construction of transportation
facilities,

Procurement of Non-A&E consultant contracts associated with non-infrastructure projects must
follow Non-A&E procurement procedures described in this chapter. For more information on
NI projects, refer to LAPM Chapler 3 Project Authorization. LAPM Chapter 3: Project Authorization,

Procurement of Non-A&E Consultant Contracts

Local agencies must use their own documented procurement procedures which reflect
applicable state, local, and tribal laws and regulations, provided that the procurements conform
to applicable federal laws and regulations (2 CFR Part 200). All non-A&E
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procurements for federal-aid funded pi‘ojects must be conducted by competitive proposals in a
manner providing full and open competition consistent with federal and state standards. Refer
to California State Public Contract Code 10335-10381 for mote information.

a.

Request for proposals must be publicized and all evaluation factors and their relative
importance identified

Proposals must be solicited from an adequate number of qualified sources (no less than
three)

Local agency must have a written procedure for evaluating proposals

Consultants other than A&E consultants shall be selected using cost or cost and
qualifications (best value)

Public agencies contracting with other public agencies to perform work need an executed
Memorandum of Understanding (MOU) or interagency agreement

A consultant firm that was instrumental or listed in the application process for projects,
such as ATP, is not entitled to be awarded a contract for its tmplementation without a

competitive procurement. All federal/state funded contracts must be competitively
solicited.

Determining Need for Consultant

To identify if a non-A&E professional services contract is needed, considet the following:

Types of services needed

Special licensing (not considered A&E)
How necessary are the services |
When are the services needed

One-time or on-going services

Routine or extraordinary/unique

Scope of Work

Preparing the Request for Proposal

An RFP for professional services should be as detailed and precise as possible and include
minimum qualification requirements, solicitation and award time frames, term of agreement,
scope of work, evaluation criteria and process, and technical proposal and performance
spectfications,

Be sure to attach complete scopes of work outlining local agency and consultant responsibilities
and all special provisions for the work/services needed, and have all funding approved, Local
agency contacts, or the Contract Administrator should be identified in the RFP.

An example RFP is provided on the Local Assistance Website at
http://www.dot.ca.gov/ha/LocalPrograms/AE/index.htm and may be modified.
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Scope of Work

Clear and concise scopes of work are critical elements of service contracts. SOWs must be
detailed and specific and be organized in a logical manner. Sort work details by similar actions
or requirements. Clearly define roles and responsibilities of consultant and local agency,
Agency Contract Administrator should write SOWs to indicate what qualifications are required
to perform the work and to express when, where, and how the work/service is to be performed.

Technical Proposal
The Technical proposal should include the following information:
¢ Consultant Project Manager - qualifications, roles and responsibilities.

¢ Methodology - description of work and overall approach, specific techniques that will
be used and specific administrative and operations expertise to be used.

¢  Workplan and Work Schedule - the technical proposal should include activities and
tasks, and their delivery schedule.

¢ Personnel - List of personnel who will be working on the project, and their resumes.

¢ Facilities and resources (If applicable) - Explanation of where the services will be
provided and what type of equipment is needed to perform services.

* Sub-contracts - Identify all sub-contracts that are to be used, description of each and the
work by each sub-consultant/sub-contractor. No work shall be subcontracted unless
listed in the technical proposal, Sub-consultant resumes should be provided.

¢ References - The technical proposal should provide at least three (3) clients for whom
the proposer has performed work of similar nature to the request.

Cost Proposal Worksheet

The RFP should provide a standard format for cost proposal that all proposers must include in
their technical proposal. The cost proposal format can be broken down by specific tasks,
showing hourly labor rates, level of effort and material, and/or by milestones and deliverables.

DBE Consideration
DBE consideration is required on all federal-aid funded contracts including non-A&E..
Solicitation and Award of Contracts

Advertisement for RFPs may be through the local agency website, local publications, and
national publications. Minimum solicitation time is 14 calendar days.

The solicitation should inform potential bidders that questions must be submitted in writing to
the Agency Contract Manager/ Administrator by a specified date and time. All pertinent
technical information and answers to bidder’s questions shall be provided to all potential
bidders. Written responses to all questions will be collectively compiled and provided as an
addendum.
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Contracts may be modified or amended only if the contracts so provide. Amendments must be
requested and executed prior to the termination date of the most recently approved original or
amended contract. All records of contract activities shall be kept for three years after federal
final voucher E-76 or state final voucher for State-Only funds. Costs are reimbursable after state
allocation by the California Transportation Commission (CTC) and/ or the issuance of the
federal E-76. The per diem rate shall not exceed the state rate. Contract Managers are
responsible for monitoring expenditures on all contracts and verifying categories of work that
require prevailing wage. A person in Responsible Charge of contract management is required
for all federally funded projects.

Evaluation Criteria

Review all eligible proposals (i.e., those filed on time and in the manner prescribed) to
determine which ones meet the format requirements and the standards specified in the RFP.
Proposals meeting the minimum standards and format requirements can then be rated or
scored. Those proposals shall be submitted to an agency evaluation committee. The evaluation
committee will evaluate and score proposals using the methods specified in the RFP. The
contract must be awarded to the responsible proposer whose proposal is given the highest score
by an evaluation committee.

The Contract Administrator must verify that each proposal contains all of the forms and other
information required by the RTP. If all required information is not provided, a proposal may be
considered nonresponsive and rejected without evaluation. Proposals without information
regarding, or not meeting, the required DBE utilization goal or without a Good Faith Effort
documentation, late submittals, submittals to the wrong location, or submittals with inadequate
copies are considered nonresponsive and shall be rejected. Submittal of additional information
after the due date shall not be allowed. Documentation of when each proposal was received
must be maintained in the project files. Copies of date stamped envelope covers or box tops are
recommended.

Note that all criteria to be used to evaluate the technical proposals must have a logical
foundation within the scope of work or within other technical requirements contained in the
RFP. Each criterion must have a weight or level of importance, and it is recommended that total
possible score for the evaluation criteria be one hundred (100) peints. The proposed cost should
be at least thirty percent (30%) of total points in evaluation criteria.

To establish effective competition, a minimum of three proposal must be evaluated. If only two
proposals are received, a justification must be documented to proceed with the procurement. If
only one proposal is received, a Non-Competitive process must be justified and a Public Interest
Finding (PIF) (LAPM Exhibit 12-F: Cost-Effective/Public Interest Finding) must be documented. In
either case, the re-advertisement of the RFP should be considered as an option.

The committee must also evaluate reference checks and other information gathered
independently. Reference checks shall be completed and other information gathered before the
interviews are conducted. If necessary, the results of the reference checks or other information
may be discussed with the highest ranked qualified consultants at the interviews.
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Oral Presentations

Oral presentations are optional. The evaluation criteria must include factors/sub-factors and
weights used to score the proposers performance at the oral presentation. The evaluation
committee will only be able to score each proposer based upon this criteria. The Contract
Manager/ Administrator should develop a set of questions related to the scope of work or the
project to be asked during the evaluation committee question and answer (Q & A) section of the
oral presentations. All proposers are asked the same questions for consistency.

Protest/Appeals/Reinstatement Procedures

Both state and federal regulations require well-defined protest/ reinstatement procedures, It is
essential that the procedures include a reasonable opportunity for the prospective consultant to
present his/her case. The appeals procedures sirengthens the process by which the contracting
agency reaches its ultimate goal and helps defends its action against a claim of lack of due
process. A termination clause and a provision for settlement of contract disputes are required.
Protest procedures and dispute resolution processes should be in accordance with 2 CFR
200.318(k)
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