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E-mail: manager@ci.berkeley.ca.us   

INFORMATION CALENDAR 
November 6, 2007 

To: Honorable Mayor and embers of the City Council 
From: Phil Kamlarz, City Manager 

Submitted By: Claudette R. Ford, Director Public Works 

Subject:  Audit: Follow-Up of Public Works Construction Contracts 
 
SUMMARY 
The purpose of this information report is to advise the Council, the status of the 
implementation status of the audit recommendations in the attached audit report until 
each recommendation is fully implemented.  
 
Audit Implementation Updates 
 

� Finding 1:  Public Works Cannot Readily Locate All Street Cuts 
Audit Recommendation 1.1 – To continue use of recently acquired GPS device 
and software to map excavation locations in Geographical Information System 
(GIS).   
 
Action Plan: The equipment was set-up, tested, and ready to go by the target 
date of May 1, 2007. The utility inspector has been in the process of 
implementing the system on a production basis. Full production implementation 
is targeted for December 1, 2007. 

 
� Finding 2: Current Fees Do Not Recover the Increased Paving Costs 

Caused by Utility Cuts 
Audit Recommendation 2.1 -Confer with the City Attorney to evaluate the 
feasibility to recover the long-term increase in paving costs that result from utility 
cuts.  
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Action Plan: Staff contacted the City Attorney for concurrence with the process 
prior to the target date of May 1, 2007. On June 22, 2007, our engineering 
consultant, Don Todd Associates, was authorized to begin work on a survey of 
other cities and counties, and whether such fees and methods have stood the 
test of the many legal challenges. This survey was completed by the target date 
of August 1, 2007. The evaluation of the applicability and legality of the various 
methods is underway with a target date of December 1, 2007. If any method is 
recommended to be feasible in Berkeley, it will be presented for engineering and 
legal review with a target date of March 1, 2008 for completion. If any resulting 
fees are recommended for adoption, draft ordinances will be prepared with a 
target date of July 1, 2008. 
 
Audit Recommendation 2.2 - Consider requiring utility and contractors to backfill 
excavations with CLSM (Controlled Low-Strength Material) “flowable” fill material.  
 
Action Plan: The Engineering Division has been evaluating “flowable” or slurry 
backfills for many years and has carefully considered the pros and cons, 
including costs, reliability, durability, ease of maintenance, life span, etc. The City 
has allowed pilot programs to be experimented including flowable mix containing 
fly ash with designated utility agencies and has reviewed the various results 
achieved. At the time of the pilot program, there were difficulties in maintaining a 
consistent mix formula at the site. Currently such backfills are not being 
employed in Berkeley but we will continue to assess any improvements in similar 
materials or advancements in techniques on an ongoing basis. 
 

� Finding 3: Failed Patches Contribute to Bumpy City Streets 
Audit Recommendation 3.1 - To evaluate the feasibility of reducing the period of 
time that utility companies are allowed to install the final patch on street cut to 15 
days or less.  
 
Action Plan: Public Works has initiated discussions with the utility agencies and 
the City Attorney on the possible institution of new requirements and 
enforcement methods, including reducing the time allowed for final paving. If 
feasible, these new standards will be phased in over the next several months and 
targeted to be in full effect by July 1, 2008. 
 
Audit Recommendation 3.2 -Implement plans to use the new GPS device and 
software to track compliance with the City’s policy on the timelines of the final 
patch, as soon as practical. 

 
Action Plan:.  Use of the GPS to track compliance with patching is targeted for 
December 1, 2007 to be consistent with the target date for using the GPS to map 
excavation locations. 
  
Audit Recommendation 3.3 - Confer with the City Attorney to consider whether 
the City can and should assess monetary penalties against a utility company that 
fails to resurface an excavated area within the required time.  
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Action Plan: This is included in the process discussed under 3.1 above. 
 

� Finding 4: Nonuse of Performance Measure Prevents Effective Monitoring 
of Engineering Workload 
Audit Recommendation 4.1 - Act on the City Manager’s plan to establish 
measures that tie resources to outcomes.  
 
Action Plan: Public Works is prepared to act on the plan, which may include 
reporting on billing utility inspections, minimizing street damage due to utility cuts, 
and overall workload management.  
 
Audit Recommendation 4.2 – Consider requiring the Engineering Division to 
provide information to the Manager of Engineering, which could be used to 
compare outcomes achieved to resources used, such as actual expenditures and 
staff hours. Confer with staff in the Budget Office, Finance, and Information 
Technology (IT) to determine whether such reports are available in the system or 
can be effectively generated. 

 
Action Plan: Public Works is ready to act upon the City Manager’s Plan as 
indicated under 4.1 above. 
 

� Finding 5: Performance Management Was Provided but Was Not Being 
Used 
Audit Recommendation 5.1 – Establish a policy that will ensure that software will 
be purchased only after formal approval by the Technology Governance Group 
(TGG) and IT. Public Works should prepare a notice of intent. Including a 
schedule of installation and training. 
 
Action Plan: This was fully implemented on January 22, 2007. 
 

� Finding 6: Supervisory Construction Site Visits Were Not Documented 
Audit Recommendation 6.1 – Civil engineers (or designees) document all 
construction site visits. 
 
Action Plan: This recommendation was fully implemented. 
 

� Finding 7: Public Works Did Not Bill Timely or Perform Effective Collection 
Efforts for Utility Companies 
Audit Recommendation 7.1 – Bill Utility companies for past periods as soon as 
possible. 
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Action Plan: Public Works has met with Finance to discuss the transition of the 
Utility Billing Process from Public Works to Finance.  Public Works and Finance 
will be reviewing the business process and looks at ways to improve the current 
billing process and to automate the new process.  Public works will complete the 
data input for back billings.  The balance (third quarter) of calendar year 2005, all 
of calendar year 2006, and through August 2007 will be billed by the end of 
September 2007. Starting with September 2007 and all future billings will be 
billed at the end of each month.  Public Works is providing the billing information 
to Finance and Finance Department is preparing and tracking the utility billings.        
 
Audit Recommendation 7.2 – Develop written policies and procedures to provide 
for timely billings, and link them to performance measures and evaluations. 
 
Action Plan: Once the back utility billings are caught up, Public Works, Finance, 
and Information Technology will meet to determine how to automate and revise 
the current utility billing process and prepare written procedures for the new 
process. These procedures are targeted to be in place by January 1, 2008. 
 
Audit Recommendation 7.3 – Continue moving forward with plans to use the new 
GPS device and software to automate capture of inspection data needed to 
support billings. 
 
Action Plan: This is included in the process described under Recommendation 
1.1 above. 
 
Audit Recommendation 7.4 – Provide Finance with monthly status reports of late 
payments so that Finance may perform collection effort.  
 
Action Plan: This was turned over to Finance by the target date of May 1, 2007. 
 
Audit Recommendation 7.5 – Confer with Finance and the City Attorney’s Office 
to establish payment due dates for billings, as well as to determine whether 
penalties and interest can be applied to late payments. 
 
Action Plan: Currently, billings are to be paid within 45 calendar days from the 
date of the invoice.  There is no provision in the Master Fee schedule for 
penalties for payments received after the 45-day period tied to the utility 
companies. The Master Fee Schedule will be reviewed when writing up new 
procedures and discussed with Finance, and City Attorney’s Office. If determined 
to be feasible, due dates and penalties will be incorporated into the Master Fee 
Schedule with a target date of April 1, 2008. 
 
Audit Recommendations 7.6 – Evaluate requiring a utility company to pay the 
excavation permit fee before the City approves the excavation. 
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Action Plan: Public Works is currently in the process of reviewing and evaluating 
whether the City should require Utility Companies to pay for permits at the time 
the permit is issued. If permit fees are to be collected in advance, inspection fees 
may still be billed based on actual inspection time, since the actual time spent 
doing an inspection varies depending on the extent of the individual trench cut. If 
it is found feasible to collect permit fees in advance, it will be incorporated into 
the Master Fee Schedule as discussed under 7.5 above. 
 

� Finding 8: Construction Contract Bid Process Lacks Transparency and 
Could Limit Participation by Qualified Bidders 
Audit Recommendation 8.1 Finance’s General Services Division monitor the bid 
process to the extent necessary to ensure that all bid solicitations are conducted 
openly, in a manner that provides all potential bidders with an opportunity to 
participate. Ideally, General Services verify the bid posted to the Public Works 
website. Although Finance agrees with the recommendations, there is currently 
no capacity for Finance-General Services to assume responsibility for Public 
Works construction solicitations. 
 
Action Plan: Finance Department established a target date of January 2008 for 
implementation. 
 
Audit Recommendation 8.2 – Public Works modify the Bids and Contracts 
options on its website. It should either replace the “No current requests” 
comment with a link to the second option, or combine the first two options. 
 
Action Plan: This recommendation is fully implemented. 
 

� Finding 9: Public Works Did Not Require Backfill Testing on Sewer Projects 
Audit Recommendation 9.1 – Should Public Works conclude that compaction 
backfill testing is appropriate to minimize damage to city streets caused by sewer 
cuts, we recommend that the Director of Public Works develop a testing plan that 
will address will conduct the testing, the method of testing, and whether testing 
will be applied to all cuts under each project, or sample of cuts. 
 
Action Plan: Public Works has determined that technologies are currently rapidly 
evolving in the areas of field-testing and measurements. It is prudent to continue 
the evaluation of newly emerging technologies before adapting new procedures 
and standards. In the interim, consistent procedures based on the nuclear gauge 
have resumed on all projects involving excavations to ensure compliance on an 
ongoing basis. 
 

� Finding 10: Delegation of Authority to Approve Change Orders Not 
Documented 
Audit Recommendation 10.1- Obtain formal written authority from the City 
Manager, to be renewed annually. 
 
Action Plan: The process had been established as part of the budget adoption 
cycle. 
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Audit Recommendation 10.2- Formally sub-delegate authority to the Manager of 
Engineering annually in writing. And submit a copy to the Finance Department 
 
Action Plan: This is part of the process of 10.1 above. 
 
 

� Finding 11: Purchasing Procedures Still In Draft Form After Several Years 
(Repeat Finding) 
Audit Recommendation 11.1- Coordinate with the City Attorney’s Office to ensure 
that the procedures manual is reviewed and approved as soon as possible. 
 
Action Plan: This is not a Public Works item.  The Finance Department will be 
reporting on this item as part of their response to the audit. 
 

CURRENT SITUATION AND ITS EFFECTS 
Although more work remains to be done, revenues to the General Fund will be 
enhanced by updated revenue collection procedures, coupled with an effort to collect on 
the utility back billings.  
 
 
 
BACKGROUND 
On February 27, 2007, the City Auditor recommended that the City Manager report back 
on or before September 26, 2007, and every six months thereafter, regarding the audit 
implementation of Public Works construction contracts. The recently audit period date 
was from July 1, 2004 through June 30, 2006.  
 
POSSIBLE FUTURE ACTION 
The next report on the update for the follow-up audit of Public Works Department 
construction contract will be on the first Council meeting on March of 2008. 

 
FISCAL IMPACT OF POSSIBLE FUTURE ACTIONS 
The fiscal impact due to the delay of the implementation on all of the unimplemented 
audit findings cannot be quantified as of this time. 

 
CONTACT PERSON 
Jeffrey L. Egeberg, Manager of Engineering ..................................................... 981-6400 
 
Attachments: 
1. February 27, 2007 Audit 

 

















































 




