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COUNCIL DISTRICT: City-Wide

SUBJECT: Supplemental Report on FY 2010-2011 Single Audit Information Report as
requested by the Finance and Management Committee

REASON FOR SUPPLEMENTAL

At the May 8, 2012 Finance and Management Committee meeting, staff was directed to provide
a supplemental report that includes the following:

1. A copy of the random testing on compliance issues with respect to certified payrol] and
hiring.

2. Information regarding the forgiven debt of $13 million between the City and the former
Redevelopment Agency.

3. Schedule at Rules Committee a report on the formu]atlon of policy to ensure compliance
with OMB Circular A-133.

4. A future report on developing real time data regarding local hiring and prevailing wages.

RECOMMENDATION

Staff recommends that the City Council accept this supplemental report,
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DISCUSSION

| A. Random testing of certified payroil

The City is responsible for enforcing compliance with the Davis—Bacon Act that requires all
laborers and mechanics employed by contractors or sub-contractors that work on construction
contracts in excess of $2,000 financed by federal assistance funds are paid prevailing wages.

The Contracts and Compliance Division in the City Administrator’s Office is tasked with
monitoring contract compliance, including the collection of certified payrolls from the
contractors. The City’s ciurent practice allows progress payments to contractors by the
administering departments, but withholds the final retention until all required documents are
received at the completion of the project.

Attachment A is a supplemental report dated May 15, 2012 that discusses the Oakland
residency verification and hiring process.

Attaciment B is a memorandum dated April 19, 2012, describing the certified payroll reports,
the revised procedures and corrective action to ensure compliance with the Davis-Bacon Act
requirements. : :

Attachment Clis the labor compliance site visitation report.
B. Information regarding the forgiven debt of $13 million

On July 20, 2010, City Council approved Council Resolution No. 82915 C.M.S. forgiving the’
$13,293,024 in principal and interest on the Oak Center Repayment contract.

The City Attorney’s Office will prepare a legal opinion regarding the possiBility of the Successor
Agency, acting on behalf of the City’s former Redevelopment Agency, including this debt in the
Recognized Obligations Payment Schedule (ROPS) for possible repayment to the City.

C: Future Report on policies to ensure compliance with OMB Circular A133.

The Office of Management and Budget (OMB) Circular'A-133 Compliance Supplement requires
the primary recipient for each grant over $200,000 that involves housing rehabilitation and
housing construction to submit form HUD 60002, Section 3 Summary Report, Economic
Opportunities for Low and Very Low Income Persons. The purpose of this form is to report
annual accomplishments regarding employment and other econoniic opporttifiities provided to
low and very low income persons under the Housing and Urban Development Act of 1968. This
report is due by January 10 each year or with the submission of the annual performance report by
the direct grant recipients only. Non-compliance with this requirement may resuh in increased
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oversight by the U.S. Department of Housing and Urban Development (HUD) and may also lead
to a reduction or discontinuance of federal assistance under these programs in future grant
awards. :

The single audit found that the City did not submit the required HUD 60002 Reports for the
Home Investment Partnership Program covering the period July 1, 2010 to June 30, 2011.

The Housing and Community Development Department is working with the Contracts and
Compliance Division to incorporate questions on the local hiring form which will provide all the
information required in completing HUD 60002 forms. The Housing and Community

Development Department will contact HUD to obtain guidance on the proper procedure to
submit the past due reports.

The City will establish a policy to ensure compliance with OMB Circular A133 that mandates
HUD 60002 form to be submitted within the prescribed timeframe. An agenda report will be
scheduled at the Rules Committee to provide the City Council with a copy of the new proposed
policy.

D. Future Report on developing real time wage data for local hiring and prevailing wages
The City currently uses Labor Compliance Program Tracker (LCPVT) for real time reporting of
prevailing wages. An agenda report will be scheduled describing the City’s real time data

reporting of prevailing wages and how City departments will submit invoices for verification
prior to release of payments.

OUTCOME

This informational report is being presented in response to the request of the Finance and
Management Committee. :

PUBLIC OUTREACH/INTEREST

This item did not require any additional outreach other than the required posting in the City’s
website.

COORDINATION

This report was prepared in coordination with the Department of Contracting and Purchasing,
Office of Neighborhood Investment and Housing and Community Development Department.
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COST SUMMARY/IMPLICATIONS

FISCAL IMPACT: This is an informational report only; there is no fiscal impact.

SUSTAINABLE OPPORTUNITIES

Econonitic: No direct economic opportunities have been identiﬁed.
Environmental. No environmental opportunities have been identified
,S’ocial Equity: No social equity opportunities have been identified
CEOA

This report is not a project under CEQA.

For questions regarding this report, please contact Osbom K. Solitei, Controller at (510) 238-
3809. .

Respectfully submitted,

L —

OSBORN K. SOLIiTF
Controller

Attachments

A- Supplemental Report.on Oakland Residency Verification Process

B- Memorandum on Certified Payroll, Compliance Procedures and Corrective Action
C- Labor Compliance Site Visitation Report and Weekly Certified Payroll Forms

Item: _
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Attachment A

AGENDA REPORT

CITY OF OAKLAND

TO: DEANNA J. SANTANA FROM: Deborah Barnes
CITY ADMINISTRATOR ' '
SUBJECT: Oakland Residency Verification DATE: May 15, 2012
Process
City Administrator . Date
Approval

COUNCIL DISTRICT: City-Wide

SUBJECT: Supplemental Report to describe how random sampling is applied in the process
of verifying Oakland residency on City of Oakland construction projects.

RECOMMENDATION

"This is the second supplemental report outlining the residency verification process. Staff
recommends that the Council accept the second supplemental information to the Informational
Report Presenting the Single Audit Report for the Fiscal Year Ended June 30, 2011. -

REASON FOR SUPPLEMENTAL

On May 8, 2012, the Finance and Management Committee requested additional information
regarding the method in which random samples are used to confirm Oakland residency for
selected city funded projects as found on page 131, finding #2011-01 — Davis Bacon Act
Requirements of the Single Audit Report for Fiscal Year Ended June 30, 2011. The Finance and"
Management Committee also requested information regarding the “real-time” certified payroll-
collection process and administrative process to ensure using agencies will request validation of
certified payroll submission and prevailing wage compliance prior to release of invoice
payments, ‘

In addition to the above, the Office of Contracts and Compliance will schedule a separate agenda
report describing the City's real time reporting of prevailing wages through the current Labor
Compliance Program Tracker (LCPTracker) and how using agencies will submit invoices to
Compliance for verification prior to release of invoice payments. Please note that as a result of
the most recent Single Audit Report for Fiscal Year Ended June 30, 2011, moving forward;
departments are required to submit invoices to Compliance before issuing payments.

Item:
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An intemal memo is forthcoming to e¢stablish that mandate. Compliance staft will review and
confirm submission of required certified payrolls and prevailing wage compliance and Finance
and Management will not release those payments without confirmation from Compliance.
Attachment A is a copy of the memo outlining the process.

OUTCOME

This second Supplemental report clarifies that random sampling of residency occurs within the
context of actual site visits, and represents one part of the verification of residency process.

The foundation of the Qakland residency verification is based on a process that includes at its
core; project site visits an average of 3 days per week in the field, covering two to three projects
per day and two days in the office. The first step to verifying residency occurs when the City’s
Field Technician goes out to  construction project sites to interview Qakland residents and non-
Oakland residents for prevailing wages and work classifications and to conduct interviews and
check the documents of Qakland residents to verify residency.

Random sampling is not the foundation of residency verifications but is a step taken in the
verification process when the number of on-site workers exceeds the time to conduct on site
interviews. The Field Technician will then randomly select a representative sample of available
Qakland residents during that site visit and seek to capture remaining workers on subsequent site
VISItS.

The primary p;roof of residency viewed on project sites is the driver’s license. Once the Field
Technician checks driver's licenses he cross checks that information with the certified payrolls
submitted through LCP Tracker, the City’s real time web based payroll collection system. If
there are discrepancies, the Field Technician, assigned Compliance Officer or the Local
Employment Supervisor will collect additional documents such as utility bills and bank
statements. Evidence of on site residency verifications rests with three documents: (1) Weekly
Certified Payroll Reporting Forms (2) Labor Compliance Visitation Reports and (3) Records of
Employee Interview,

EXECUTIVE SUMMARY

Under the direction of the assigned Compliance Officer, the Contract Compliance Field
Technician is responsible for visiting all active project sites. Site visits include interviews with
Oakland and non-QOakland workers. While on site visits, the Field Technician verifies residency
and prevailing wage rates as reported on certified payroll reports. The Field Technician seeks to
interview ail available Qakland residents. However, if time does not permit or workers are not

[tem:
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available, the Field Technician randomly selects at'least a representative sample of available
workers.

The Field Tech and Assistant Compliance Officer set-up projects in the Labor Compliance
Program Tracker (LCPTracker). Prime and subcontractors are issued a password.

To demonstrate the validation process, three separate sets of records are provided to include (1)
Weekly Certified Payroll Reporting Forms (2) Labor Compliance Visitation Reports and (3)
Records of Employee Interviews.
The “Lincoln Square-Alice Street Recreational Corridor Project” was chosen because of the size
of the project and the duration of the project. McGuire and Hester is the prime, the total contract
amount to date including change orders is $839,263. The Notice to Proceed was issued on 4/4/11
and the project has not yet closed out. '

Attachment B includes: B-1 Labor Compliance Site Visitation Report, Weekly Certified Payroll
report and site visit notes for date Tuesday, April 12, 2011.

B-1 (I) shows labor compliance site visit reports reflecting interviews with five workers. Their
names have been redacted however you will see that of the five, three workers were Qakland
residents. Page B-1 (2) at the bottom shows a summary of total workers observed as 5 and of the
5, three Oakland residents. Certified Payroll Reports show 14 workers on the day of that site
visit. B-1 (3) demonstrates the certified payrolls submitted week ending 4/17/11. The final pages
B-1 (6) and (7) show of residency checked as noted on #5 “Residente de Oakland”.

To validate Oakland residency as a final action prior to close-out,-contractors submit a
comprehensive list of documents validating compliance with the 50% Local Employment
Program and 15% Apprenticeship Program to the Employment Supervisor. Compliance is
verified. If non-compliances are determined, contractors are informed of options to correct
shortfalls. Retention and final payments are withheld or the contractor may opt to secure a bond
in the amount of the shortfall dollars. If shortfalls are not corrected penalties are collected and
deposited in the General Fund.

Prior to the release of the final payment to contractors Compliance staff confirm full compliance
with all city policies to include Local/Small Local Business Enterprise Program, prevailing
wages, certified payroll reports, Local Employment and Oakland Apprenticeship. If non-
compliances are identified, retainage and final payments are withheld until compliance shortfalls
have been satisfied,

Item:
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ANALYSIS

A combination of certified payroll reviews, on-going collection of residency documentation and
site visit interviews are used to verify Oakland residency. The Field Technician visits project
sites on a weekly basis. Due to the number of active projects, there are occasions when site visits
occur within a three to four week period. The Field Technician stays on-site for approximately
one hour per visit per project and as needed to follow up with the project superintendent and City
Inspector.

SUSTAINABLE OPPORTUNITIES

There are no economic, environmental or social equity opportunities resulting from this
informational report.

For questions regarding this report, please contact Deborah Lusk-Bames, Manager, Contracts
and Compliance, at (510) 238-6270.

Respectfully submitted,

DEBORAH LUSK-BARNES
Manager, Contracts and Compliance

Prepared by:
Shelley Darensburg, Sr. Compliance Officer
Matt Berens, Compliance Field Technician

Attachments;
Attachment A -
Attachment B - Post Award Checklist

Item:
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Attachment B

. e MEMORANDUM

TO: HONORABLE MAYOR & FROM: Scott Johnson
CITY COUNCIL
SUBJECT: Certified Payroll Compliance DATE: April 19, 2012
Procedures
City Administrator Date
Approval
INFORMATION

On March 28, 2012, the City received the results of the Single Audit Report for the year ending
June 30, 201 1. This memo identifies corrective procedures to be implemented immediately to
address the Single Audit Report results specific to the timely submission of certified payroll
reports prior to the release of progress payments on projects funded by Home Investment
Partnership Program and Highway Planning and Construction Program grants.

The results of the Single Audit Report determined that while many contractors submitted
certified payrolls prior to the submission of an invoice, the City failed to withhold progress
payments in instances where certified payrolls were not submitted prior to the submission of an
invoice.

Certified Payroll Reports - Certified payroll reports are the City’s official record of a worker’s
hours and wages. Certified payroll reports are submitted to the City via the City’s web-based
labor compliance program, “LCP Tracker”. Certified payroll reports are submitted by prime and
sub-contractors under penalty of perjury and represent evidence of the payment of prevailing
wages. The City’s LCP Tracker system automatically alerts prime and sub-contractors and the
City’s Compliance staff of potential prevailing wage non-compliances throughout the life of a
project. Compliance staff invesfigates those alerts to determine if they are due to errors or actual
prevailing wage non-compliances. In addition, Compliance staff conducts site visits on all acfive
projects and interviews workers as to residency, prevailing wages and working conditions.
Actions are taken as appropriate to their findings.

Item:
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The audit did not find Davis Bacon prevailing wage non-compliances but rather the contractor’s:
timely submission of certified payrolls. Heretofore, contractors and sub-contractors were able to
submit certified payrolls up to project close-out. Final payments were then withheld until final
compliance was determined or violations corrected.

Effecfive immediately, all using agencies that are funding projects under the federal funds noted
above are required to submit invoices to Contracts and Compliancé for validation that all
required certified payrolls have been entered and prevailing wages have been paid. In addition,
Contractors are required to enter certified payrolls in LCP Tracker for each pay period preceding
the submission of an invoice or progress payment. In turn, the City must have a record of those
certified payrolls prior to the release of progress payments.

Davis Bacon Act -The Davis-Bacon Act governs the prevailing wage rates and requires all
laborers and mechanics employed by contractors or subcontractors working on construction
contracts (valued at $2,000 or more) and financed by the Home Investment Partnership Program
and the Highway Planning and Construction Program grants to be paid the proper prevailing
wage rates.

Specific Corrective Action - Effective immediately, progress payments will not be released
until certified payrolls have been submitted and prevailing wage compliance has been
determined. The auditor agrees that the best corrective action moving forward is to validate
submission of certified payrolls and prevailing wage compliance before each vendor payment is
released. In order to validate receipt of certified payrolls and prevailing wage compliance before
each vendor payment 1s released; the City Administrator’s Office of Contracts and Compliance,
contractors and sub-contractors and the affected City agency or department releasing payments
must take the following steps:

1. Contractors and sub-contractors must submit certified payroll reports for each pay period
preceding the submission of an invoice or progress payment. These reports are available and
readily accessible to prime and subcontractors in the City’s web-based certified payroll
reporting system “LCP Tracker”.

a. When submitting a progress payment or invoice to the City, contractors and sub-
* contractors must attach a copy of the LCP Tracker “Payroll Summary Reports™
(PSRs) to the progress payment request/invoice.

2. Departments must not accept invoices as “valid” unless the PSRs have been included with
the progress payment/invoice.

3. All affected City departments must submit a Work Order attached to the progress
payments/invoices and PSRs to the attention of Shelley Darensburg, Sr. Contract Compliance
Officer. '

a. Electronic copies or hard copies are acceptable
~b. Compliance staff will verify receipt of all required payroll reports and verify that all
payroll reports are complaint with Davis Bacon prevailing wage requirements.

Item:
~ City Council
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C.

d.

Compliance staff will review requests, sign the invoices as “validated” and return to-
the department point person of the originating department.

If non-compliances are determined, the contractor, sub-contractor and department
point person will be informed immediately and Compliance staff will take actions to
correct the wage shortfall, pay the affected worker and asses a penalty if appropriate.

4. Operationally, Contracts and Compliance will edit contract boilerplate language and
RFP/RFQ that include labor subject to prevailing wage standards - to include the following

a.

“

“As a condition to receiving progress payments,ifinal payment and payment of
retention on any and all projects on which the payment of prevailing wages is
required, the contractor shall have provided to the City, along with its request for
payment, all applicable and necessary certified payrolls and other required
documents for the time period covering such payment request. The City shall
withhold any portion of a payment, including the entire payment amount, until
certified payroll forms and other required LCP documents are properly submitted. In
the event that certified payroll forms do not comply with the requirements of Labor
Code Section 1720 et seq., or wage violations are identified by the City, the City will
continue [c; hold sufficient funds to cover estimated wages and penalties under the
contract.”

5. Operationally, affected departments are required to insert the following language into hard
and electronic copies of construction bid specifications and agreements including Disposition
and Development Agreements. '

a.

“As a condition to receiving progress payments, ifinal payment and payment of
retention on any and all projects on which the payment of prevailing wages is

" required, the contractor shall have provided to the City, along with its request for

payment, all applicable and necessary certified payrolls and other required
documents for the time period covering such payment request. The City shall
withhold any portion of a payment, including the entire payment amount, until
certified payroll forms and other required LCP documents are properly submitted. In
the event that certified payroll forms do not comply with the requirements of Labor
Code Section 1720 et seq., or wage violations are identified by the City, the City will
continue to hold sifficient funds to cover estimated wages and penalties under the
contract.” :

For questions regarding the contents of this memo, please contact Deborah Barnes, Manager,
Contracts and Compliance, at 238-6270 or dbames@oaklandnet.com.

-

' Labor Compliance Program — LCP ID No. 2011.00662
? Labor Compliance Program — LCP 1D No. 2011.00662

lt-em: :
City Council
June 5, 2012
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Respectfully submitted,
SCOTT JOHNSON
Assistant City Administrator,
City Administrator’s Office
Item:
City Council
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LABOR COMPLIANCE SITE VISITATION REPORT

Visit date: Tuesday, April 12, 201]

Project: Lincoln Square-Alice Sﬁ'_eet Recscational Corridor Project

Site: LINCOLN SQUARE-ALICE STREET RECREATIONAL CORRIDOR PROJECT
Owner: CITY OF OALKLAND . .

Contractor: MCGUIRE & HESTER
Subcontracior: MCGUIRE & HESTER

- “.‘_

INTERVIEWS:

/ Employee: RECERTESTRTRFETW & /
‘Base pay: $33.00
Classification: OPERA'IING ENGINEER (HEAVY & HIGHWAY WORK) - GROIJP 4 AREA 1
Task being performed at time ofiinterview: Excavating/installation manhole-pipe (pictures)
Was worker believable? YES '

-y 1ntervieW notes:

lst day working on pro_;ect site. )
Working 8 hows on 1st day. i ] : .
Operating Engineers local 3. :

Base pay: $20. 17
Classificatioo: | ABORER AND RELATED CLASSIFICATIONS - APPRENTICE LABORER I
Task being performed at time ofiinterview: Pipe mstal]/shovehng (plctures)

Was worker behevable" YES -

L/ Interview notes:
10928 Acalanes Dr. Oakland CA 94603.
Ist day wodcing on moject site.
ladicated working 8 hours on 1st day.
1st period apprentice laborer.
Laborers local union 304.

3 Employee: psmmgmmgl, &~
Base pay: S27.84 -
Classification: LABORER AND RELATED CLASSIFICATIONS - CONSTRUCTION SPECIALISTS AREA 1

Task being performed at time of interview: Pipe installation (pictures) - : .
Was worker believable? YES

Interview notes:

868 Billing Rd. San Leandro CA 94577.
1st day working on project.

Working 8 hours on 1st day on project.
Laborers local union 304.

‘sen012 . ' : , 1of 2
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Base pay: $29 14 BAS]C RATEIN CPR ($27.14) LOWER THAN INTERVIEW.
Classification: LABORER AND RELATED CLASSIFICATIONS - GROUP 1 AREA 1
Task being performed at time of interview: Plpe installation (plctures) ’

Was worker believable? YES

V' Interview notes:
593 rimemebirest Oakland CA 94621, -
1st day on project site. ' o
Working 8 hours on project site.
Laborers local union 304.

Employee: B - =crais

D

Base pay: 545.00

SR E

Classification: LABORER AND RELATED CLASSIFICATIONS - CONSTRUCTION SPECIALISTS AREA 1
Task being performed at time of interview: Foreman/running crew (pictures) .

Was worker believable? YES

Interview notes:

WL blwunied =998V oodland CA 95695.
15t day workiog on project site.

Worldng S hours on st siay.

On ]st day, indicated OT might be worlmd
Laborers local union 304.

SUMMARY:

Total workers observed on site: 5.00

faterviewer: Matt Berens

"Site visitation notes:

CPR SHOWS 14 WORKERS ON VISITS DATE.

LY P g

5/22/2012
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Date Friday, May 6, 2011

I, LISA PAIVA TORO the undersigned, am the PAYROLL with thé authority to act for and on behalf of MCGUIRE & HESTER
certify under penalty of perjury that the records thereof submitted depict the payroll record(s) of the actual disbursement by way of cash, check, or
whatever form to tha Individual, or Individuals named tn the electronic records submitted for week andlng on: 4117/2011.
I herein certify under penalty of perjury that all of the above le true and correct as submitted,

Signature

REMARKS:

NAME: LISA PAIVA TORD -
TITLE: PAYROLL '
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‘ENTREVIST ’\ EL EMPLERDO
Fecha: “\!‘"\“ | S -‘ Hora:. . Proyecto: Ll'f\on\"\
1. " Contratista Principal: M‘M . - -_ ‘ |
Empleador: M - B A
Nombre dcl_Emeleado:: gm i T
Dlrreccnon e - = ) _ h "
Remde.nte.de.Oakland @ N Bmcidad” S (D F

: Prueba de dormcmo D @ Othe.r

A —————

-

) Fe.cha en que empizd a, trabagar en el proyecto ‘4' J’\

Promedlo de hdras que trabaja por semana: ? l'\o'»“\ _ :
. Oficio (de Trabajo): O?"‘““'\é"\ Aprendiz: . Y. N  CodlNwel?i =" .. . ...
10. Cudnto ganas por hora?:_ i"ﬁ.d? L IS

1_1..I_,e peggin tiempo y medio dgspues de las ocho hbfras?: Y N. NoAplica " -

o .90.-.\1-@ S RN

12. Habia+trabajo previarente con éste cdntiarisfﬁ?: 'Y N -. lCuando?: :
13. NuevnEmplaado referido por: .~ LEP.. ‘Umon'ﬁ - Otherz:

B 14 Dunes observed 6‘-&‘-’ -\\ \&‘xkA\"\ mnkoh-lnm. CP‘C}'A\

15 Conform to classification: =~ Y- N

16. Remarks; e L s

l'Z.FieldR‘;g.’sSignam_r.c: M‘QM“«‘ . s Darf, "'l[r’-'![l )

' = ~Payron Venncauén W ¢ m,ﬂ

Discrepancies with ce.ruﬁed weekly payroﬂ mforrnatlon - Y : J
Remarks: - L . ﬁm"ﬁ Y

- - ;

. {Payroll Exarminer's Signature: _ W : Date: Mﬂ&
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' ENTREVISTA CON EL EMPLEADO

Fechar___ Mt . Hora:. Proyecto: Lumla fva' :

1. ‘Contratista Principai: M\'“*

2. Emmcador MH'\ ‘

‘U)

. DlI‘l'CCClOIl

‘ Nombrc delEmpIeador 'pﬂb"‘ -&‘ T ’I _ . ‘ T

. Residente t6'Oakland: ®  N.' Emicidad_ L sexo (M) F

7. Fecha en-que empizd a trabajar en e proyecto;_ 1 =~ ™ -

. Promedio de hoﬁs que ,trabajé por semana: g 'M"i

4
5
6. Prueba de dc_)mib'ilio:' D | ® . Other:
7
8
9

Oficio (de Trabajoy_-babe - Aprndlz” Y N CoflNivel

10. Cuénto ganas por hora?: 17":‘9‘9 ™

11: Le pegan tiempo y medio después de las ocho horas?> Y -- N No Aplii:a

12. Habia trabajo previamente con ésie contratista?: . Y N Cuando"

1.:> Nuevo Empleado referido por: LEP | Umon ‘?;p\\ Odlen

_ 14 Duties observed: PlDL H‘f-\\d@\%&\

15. Confonn toclassificaton: - Y N
16. Remarks:

1. FieldRep.'s Signamper. Wb~ .. Dl ﬂ_/ﬂl_n

Y -
- 1 H -

Payroll Verification . . | '

R T Lok Gonpt e
Discrepancies witbcertified weekly payroll information: Y Q : 'ﬁq_f{,_ﬂ e
Remarks: _ -

—

" . {Payroll Exaniiner's Signature: W_&’W"‘ : _ Dare: S\“’h '






