
PSFSS Committee: 05-17-07, Item #6 
COUNCIL AGENDA: 06-05-07, Item #3.2 

Office of the City Auditor 

Report to the City Council 
City of San Josi! 

AN AUDIT OF DEPARTMENT 
OF TRANSPORTATION9S 
EFFORTS TO SECURE FEDE 
ITIGHWAY BRIDGE: 
REPLACEMENT AND 
REHABILITATION (HB 

The Department Of Transportation 
Improvements During The Course Of Our 
Audit And Other Possible Improvements 
Could Secure An Indeterminate, But 
Potentially Significant Amount Of Federal 
Funding And Interest Earnings On Future 
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The Department Of Transportation Can 
Improve The Timeliness Of Its Billings To 



PREFACE 

Presented herein are the City Auditor's Executive Summary 

and the Administration's response to An Audit Of Department Of 

Transportation's Eflorts To Secure Federal Highway Bridge 

Replacement And Rehabilitation (HBRR) Funds. This summary is 

intended to reduce the City's cost of printing and distributing audit 

reports. If you would like a copy of the full report, please call the 

City Auditor's Office at (408) 535-1250; we will be happy to send 

you a complete report. 
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SUBJECT: RESPONSE TO "AUDIT OF DEPARTMENT OF TRANSPORTATION'S 
EFFORTS TO SECURlE FEDERAL HIGHWAY BRIDGE REPLACEMENT AND 
REHABILITATION (HBRR) FUNDS" 

BACKGROUND 

The Department of Transportation has reviewed the Audit of Department of Transportation 's 
Efforts To Secure Federal Highway Bridge Replacement and Rehabilitation (HBRR) Funds and 
we have provided responses to each recommendation. 

As we identified in the HBRR Program Accomplishment Memo, DOT has implemented a 
number of improvements to the HBRR program as a result of organizational and procedural 
changes made within the last five to six years. Also, as the result of working with the Auditor's 
Office over the last two years, additional improvements have been made for which we gratefully 
thank the Auditor's staff. 

RESPONSES TO AUDIT RECOMMENDATIONS 

Recommehdation #1L Develop procedures to ensure that its preliminary engineering and 
. construction engineering cost estimates are based on the maximum Federal reimbursement 

allowed for these cost items. (Priority 2) 

Written procedures and policies are in place and have been since at least 2005 to ensure that staff 
is utilizing the DOT Grant Funded Projects Guidebook, Caltrans' ~ila~iuals, and the City Council 
adopted cost estimating policy to ensure that cost estimates provide for the maximum allowable 
reimbursements. 

Recommendation # 2- Submit an indirect cost rate proposal to CALTRANS for approval. 
(Priority 2) 

The DOT Grant Funded Projects Guidebook instructs project managers to include both indirect 
and direct overhead costs in their estimates and request for reimbursement. Staff has been in 
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CONCLUSION 

For seven of the eight recornmendations cited in the Audit, tlie Department of Transportation has 
procedures currently in place that we 11elieve address these audit findings. DOT staff is currently 
working with Caltrans and tlle City's Finance Department 011 Reco~ninendation #2 in an attempt 
to obtain an indirect overhead rate that can be applied toward future grant funded projects. As 
mentioned before, DOT has taken a nurllber of ~neasures to improve the Department's HBRR 
grant program process. We greatly appreciate the Auditor's Office aclulowledgment of these 
measures and we appreciate the efforts made by your office in pointing out other 
recommendations that have helped us to nialte further i~nprove~nents and obtain additional 
funding. 

If you have any questions, please feel free to contact me at 535-3830 or Rene Cordero at 975- 
3235. 

/ /~irector of Transportation 

c: Les White 
Jim Ortbal 
Hans Larsen 
Katy Allen 


