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SECTION ONE:  COST PRINCIPLES AND ADMINISTRATIVE REQUIREMENTS  
 

A. The CONSULTANT agrees that 48 CFR Part 31, Contract Cost Principles and Procedures, shall be 
used to determine the allowability of individual terms of cost. 

 
B. The CONSULTANT also agrees to comply with Federal procedures in accordance with 2 CFR Part 

200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal 
Awards.  

 
C. Any costs for which payment has been made to the CONSULTANT that are determined by 

subsequent audit to be unallowable under 48 CFR Part 31 or 2 CFR Part 200 are subject to repayment 
by the CONSULTANT to LOCAL AGENCY.  

 
D. When a CONSULTANT or Subconsultant is a Non-Profit Organization or an Institution of Higher 

Education, the Cost Principles for Title 2 CFR Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards shall apply.  

 
SECTION TWO:  RETENTION OF RECORD/AUDITS  
 
For the purpose of determining compliance with Gov. Code § 8546.7, the CONSULTANT, Subconsultants, 
and LOCAL AGENCY shall maintain all books, documents, papers, accounting records, Independent CPA 
Audited Indirect Cost Rate workpapers, and other evidence pertaining to the performance of the 
AGREEMENT including, but not limited to, the costs of administering the AGREEMENT. All parties, including 
the CONSULTANT’s Independent CPA, shall make such workpapers and materials available at their 
respective offices at all reasonable times during the AGREEMENT period and for three (3) years from the 
date of final payment under the AGREEMENT. LOCAL AGENCY, Caltrans Auditor, FHWA, or any duly 
authorized representative of the Federal government having jurisdiction under Federal laws or regulations 
(including the basis of Federal funding in whole or in part) shall have access to any books, records, and 
documents of the CONSULTANT, Subconsultants, and the CONSULTANT’s Independent CPA, that are 
pertinent to the AGREEMENT for audits, examinations, workpaper review, excerpts, and transactions, and 
copies thereof shall be furnished if requested without limitation.  
 
SECTION THREE:  AUDIT REVIEW PROCEDURES  
 

A. Any dispute concerning a question of fact arising under an interim or post audit of this AGREEMENT 
that is not disposed of by AGREEMENT, shall be reviewed by LOCAL AGENCY’S Chief Financial 
Officer.  

 
B. Not later than thirty (30) calendar days after issuance of the final audit report, CONSULTANT may 

request a review by LOCAL AGENCY’S Chief Financial Officer of unresolved audit issues. The 
request for review will be submitted in writing. 

 
C. Neither the pendency of a dispute nor its consideration by LOCAL AGENCY will excuse 

CONSULTANT from full and timely performance, in accordance with the terms of this AGREEMENT. 
 

D. CONSULTANT and subconsultant AGREEMENTs, including cost proposals and Indirect Cost Rates 
(ICR), may be subject to audits or reviews such as, but not limited to, an AGREEMENT audit, an 
incurred cost audit, an ICR Audit, or a CPA ICR audit work paper review. If selected for audit or 
review, the AGREEMENT, cost proposal and ICR and related work papers, if applicable, will be 
reviewed to verify compliance with 48 CFR Part 31 and other related laws and regulations. In the 
instances of a CPA ICR audit work paper review it is CONSULTANT’s responsibility to ensure federal, 
LOCAL AGENCY, or local government officials are allowed full access to the CPA’s work papers 
including making copies as necessary. The AGREEMENT, cost proposal, and ICR shall be adjusted 



by CONSULTANT and approved by LOCAL AGENCY Contract Administrator to conform to the audit 
or review recommendations. CONSULTANT agrees that individual terms of costs identified in the 
audit report shall be incorporated into the AGREEMENT by this reference if directed by LOCAL 
AGENCY at its sole discretion. Refusal by CONSULTANT to incorporate audit or review 
recommendations, or to ensure that the federal, LOCAL AGENCY or local governments have access 
to CPA work papers, will be considered a breach of AGREEMENT terms and cause for termination 
of the AGREEMENT and disallowance of prior reimbursed costs.  

 
E. CONSULTANT’s Cost Proposal may be subject to a CPA ICR Audit Work Paper Review and/or 

audit by the Independent Office of Audits and Investigations (IOAI). IOAI, at its sole discretion, may 
review and/or audit and approve the CPA ICR documentation. The Cost Proposal shall be adjusted 
by the CONSULTANT and approved by the LOCAL AGENCY Contract Administrator to conform to 
the Work Paper Review recommendations included in the management letter or audit 
recommendations included in the audit report. Refusal by the CONSULTANT to incorporate the 
Work Paper Review recommendations included in the management letter or audit 
recommendations included in the audit report will be considered a breach of the AGREEMENT 
terms and cause for termination of the AGREEMENT and disallowance of prior reimbursed costs.  

 
1. During IOAI’s review of the ICR audit work papers created by the CONSULTANT’s independent 

CPA, IOAI will work with the CPA and/or CONSULTANT toward a resolution of issues that arise 
during the review. Each party agrees to use its best efforts to resolve any audit disputes in a 
timely manner. If IOAI identifies significant issues during the review and is unable to issue a 
cognizant approval letter, LOCAL AGENCY will reimburse the CONSULTANT at an accepted 
ICR until a FAR (Federal Acquisition Regulation) compliant ICR {e.g. 48 CFR Part 31; GAGAS 
(Generally Accepted Auditing Standards); CAS (Cost Accounting Standards), if applicable; in 
accordance with procedures and guidelines of the American Association of State Highways and 
Transportation Officials (AASHTO) Audit Guide; and other applicable procedures and 
guidelines}is received and approved by IOAI.  
 
Accepted rates will be as follows:  

 
a) If the proposed rate is less than one hundred fifty percent (150%) -the accepted rate 

reimbursed will be ninety percent (90%) of the proposed rate.  
 

b) If the proposed rate is between one hundred fifty percent (150%) and two hundred percent 
(200%) -the accepted rate will be eighty-five percent (85%) of the proposed rate.  
 

c) If the proposed rate is greater than two hundred percent (200%) -the accepted rate will be 
seventy-five percent (75%) of the proposed rate.  

 
2. If IOAI is unable to issue a cognizant letter per paragraph E.1. above, IOAI may require 

CONSULTANT to submit a revised independent CPA-audited ICR and audit report within three 
(3) months of the effective date of the management letter. IOAI will then have up to six (6) 
months to review the CONSULTANT’s and/or the independent CPA’s revisions.  

 
3. If the CONSULTANT fails to comply with the provisions of this paragraph E, or if IOAI is still 

unable to issue a cognizant approval letter after the revised independent CPA audited ICR is 
submitted, overhead cost reimbursement will be limited to the accepted ICR that was 
established upon initial rejection of the ICR and set forth in paragraph E.1. above for all rendered 
services. In this event, this accepted ICR will become the actual and final ICR for reimbursement 
purposes under this AGREEMENT. 

4. CONSULTANT may submit to LOCAL AFENCY final invoice only when all of the following items 
have occurred: (1) IOAI accepts or adjusts the original or revised independent CPA audited ICR; 
(2) all work under this AGREEMENT has been completed to the satisfaction of LOCAL 
AGENCY; and, (3) IOAI has issued its final ICR review letter. The CONSULTANT MUST 
SUBMIT ITS FINAL INVOICE TO LOCAL AGENCY no later than sixty (60) calendar days after 



occurrence of the last of these items. The accepted ICR will apply to this AGREEMENT and all 
other agreements executed between LOCAL AGENCY and the CONSULTANT, either as prime 
or subconsultant, with the same fiscal period ICR.  

 
SECTION FOUR:  STATE PREVAILING WAGE RATES  

 
A. No CONSULTANT or Subconsultant may be awarded an AGREEMENT containing public 

work elements unless registered with the Department of Industrial Relations (DIR) pursuant 
to Labor Code §1725.5. Registration with DIR must be maintained throughout the entire term 
of this AGREEMENT, including any subsequent amendments. 

 
B. The CONSULTANT shall comply with all of the applicable provisions of the California Labor Code 

requiring the payment of prevailing wages. The General Prevailing Wage Rate Determinations 
applicable to work under this AGREEMENT are available and on file with the Department of 
Transportation's Regional/District Labor Compliance Officer 
(https://dot.ca.gov/programs/construction/labor-compliance). These wage rates are made a 
specific part of this AGREEMENT by reference pursuant to Labor Code §1773.2 and will be 
applicable to work performed at a construction project site. Prevailing wages will be applicable to 
all inspection work performed at LOCAL AGENCY construction sites, at LOCAL AGENCY facilities 
and at off-site locations that are set up by the construction contractor or one of its subcontractors 
solely and specifically to serve LOCAL AGENCY projects. Prevailing wage requirements do not 
apply to inspection work performed at the facilities of vendors and commercial materials suppliers 
that provide goods and services to the general public.  

 
C. General Prevailing Wage Rate Determinations applicable to this project may also be obtained from 
      the Department of Industrial Relations website at http://www.dir.ca.gov.  

 
D. Payroll Records  

1. Each CONSULTANT and Subconsultant shall keep accurate certified payroll records and 
supporting documents as mandated by Labor Code §1776 and as defined in 8 CCR §16000 
showing the name, address, social security number, work classification, straight time and 
overtime hours worked each day and week, and the actual per diem wages paid to each 
journeyman, apprentice, worker, or other employee employed by the CONSULTANT or 
Subconsultant in connection with the public work. Each payroll record shall contain or be verified 
by a written declaration that it is made under penalty of perjury, stating both of the following:  
 

a. The information contained in the payroll record is true and correct.  
 

b. The employer has complied with the requirements of Labor Code §1771, §1811, and 
§1815 for any work performed by his or her employees on the public works project.  

 
2. The payroll records enumerated under paragraph (1) above shall be certified as correct by the 

CONSULTANT under penalty of perjury. The payroll records and all supporting documents shall 
be made available for inspection and copying by LOCAL AGENCY representatives at all 
reasonable hours at the principal office of the CONSULTANT. The CONSULTANT shall provide 
copies of certified payrolls or permit inspection of its records as follows:  
 

a. A certified copy of an employee's payroll record shall be made available for inspection or 
furnished to the employee or the employee's authorized representative on request. 

 
b. A certified copy of all payroll records enumerated in paragraph (1) above, shall be made 

available for inspection or furnished upon request to a representative of LOCAL AGENCY, 
the Division of Labor Standards Enforcement and the Division of Apprenticeship 
Standards of the Department of Industrial Relations. Certified payrolls submitted to LOCAL 
AGENCY, the Division of Labor Standards Enforcement and the Division of 
Apprenticeship Standards shall not be altered or obliterated by the CONSULTANT.  



 
c. The public shall not be given access to certified payroll records by the CONSULTANT. The 

CONSULTANT is required to forward any requests for certified payrolls to the LOCAL 
AGENCY Contract Administrator by both email and regular mail on the business day 
following receipt of the request.  

 
3. Each CONSULTANT shall submit a certified copy of the records enumerated in paragraph (1) 

above, to the entity that requested the records within ten (10) calendar days after receipt of a 
written request.  
 

4. Any copy of records made available for inspection as copies and furnished upon request to the 
public or any public agency by LOCAL AGENCY shall be marked or obliterated in such a manner 
as to prevent disclosure of each individual's name, address, and social security number. The 
name and address of the CONSULTANT or Subconsultant performing the work shall not be 
marked or obliterated.  

 
5. The CONSULTANT shall inform LOCAL AGENCY of the location of the records enumerated 

under paragraph (1) above, including the street address, city and county, and shall, within five 
(5) working days, provide a notice of a change of location and address.  

 
6. The CONSULTANT or Subconsultant shall have ten (10) calendar days in which to comply 

subsequent to receipt of written notice requesting the records enumerated in paragraph (1) 
above. In the event the CONSULTANT or Subconsultant fails to comply within the ten (10) day 
period, he or she shall, as a penalty to LOCAL AGENCY, forfeit one hundred dollars ($100) for 
each calendar day, or portion thereof, for each worker, until strict compliance is effectuated. 
Such penalties shall be withheld by LOCAL AGENCY from payments then due. CONSULTANT 
is not subject to a penalty assessment pursuant to this section due to the failure of a 
Subconsultant to comply with this section.  

 
E. When prevailing wage rates apply, the CONSULTANT is responsible for verifying compliance with 

certified payroll requirements. Invoice payment will not be made until the invoice is approved by the 
LOCAL AGENCY Contract Administrator.  
 

F. Penalty  
1. The CONSULTANT and any of its Subconsultants shall comply with Labor Code §1774 and 

§1775. Pursuant to Labor Code §1775, the CONSULTANT and any Subconsultant shall forfeit 
to the LOCAL AGENCY a penalty of not more than two hundred dollars ($200) for each 
calendar day, or portion thereof, for each worker paid less than the prevailing rates as 
determined by the Director of DIR for the work or craft in which the worker is employed for any 
public work done under the AGREEMENT by the CONSULTANT or by its Subconsultant in 
violation of the requirements of the Labor Code and in particular, Labor Code §§1770 to 1780, 
inclusive.  
 

2. The amount of this forfeiture shall be determined by the Labor Commissioner and shall be based 
on consideration of mistake, inadvertence, or neglect of the CONSULTANT or Subconsultant in 
failing to pay the correct rate of prevailing wages, or the previous record of the CONSULTANT 
or Subconsultant in meeting their respective prevailing wage obligations, or the willful failure by 
the CONSULTANT or Subconsultant to pay the correct rates of prevailing wages. A mistake, 
inadvertence, or neglect in failing to pay the correct rates of prevailing wages is not excusable 
if the CONSULTANT or Subconsultant had knowledge of the obligations under the Labor Code. 
The CONSULTANT is responsible for paying the appropriate rate, including any escalations that 
take place during the term of the AGREEMENT.  
 

3. In addition to the penalty and pursuant to Labor Code §1775, the difference between the 
prevailing wage rates and the amount paid to each worker for each calendar day or portion 



thereof for which each worker was paid less than the prevailing wage rate shall be paid to each 
worker by the CONSULTANT or Subconsultant.  
 

4. If a worker employed by a Subconsultant on a public works project is not paid the general 
prevailing per diem wages by the Subconsultant, the prime CONSULTANT of the project is not 
liable for the penalties described above unless the prime CONSULTANT had knowledge of that 
failure of the Subconsultant to pay the specified prevailing rate of wages to those workers or 
unless the prime CONSULTANT fails to comply with all of the following requirements:  

 
a.   The AGREEMENT executed between the CONSULTANT and the Subconsultant for the 

performance of work on public works projects shall include a copy of the requirements in 
Labor Code §§ 1771, 1775, 1776, 1777.5, 1813, and 1815.  

b. The CONSULTANT shall monitor the payment of the specified general prevailing rate of 
per diem wages by the Subconsultant to the employees by periodic review of the certified 
payroll records of the Subconsultant.  

c.   Upon becoming aware of the Subconsultant’s failure to pay the specified prevailing rate 
of wages to the Subconsultant’s workers, the CONSULTANT shall diligently take 
corrective action to halt or rectify the failure, including but not limited to, retaining 
sufficient funds due the Subconsultant for work performed on the public works project.  

 
d.   Prior to making final payment to the Subconsultant for work performed on the public 

works project, the CONSULTANT shall obtain an affidavit signed under penalty of 
perjury from the Subconsultant that the Subconsultant had paid the specified general 
prevailing rate of per diem wages to the Subconsultant’s employees on the public works 
project and any amounts due pursuant to Labor Code §1813.  

 
5. Pursuant to Labor Code §1775, LOCAL AGENCY shall notify the CONSULTANT on a public 

works project within fifteen (15) calendar days of receipt of a complaint that a Subconsultant 
has failed to pay workers the general prevailing rate of per diem wages.  

 
6. If LOCAL AGENCY determines that employees of a Subconsultant were not paid the general 

prevailing rate of per diem wages and if LOCAL AGENCY did not retain sufficient money 
under the AGREEMENT to pay those employees the balance of wages owed under the 
general prevailing rate of per diem wages, the CONSULTANT shall withhold an amount of 
moneys due the Subconsultant sufficient to pay those employees the general prevailing rate 
of per diem wages if requested by LOCAL AGENCY.  

 
G. Hours of Labor Eight (8) hours labor constitutes a legal day's work. The CONSULTANT shall forfeit, 

as a penalty to the LOCAL AGENCY, twenty-five dollars ($25) for each worker employed in the 
execution of the AGREEMENT by the CONSULTANT or any of its Subconsultants for each 
calendar day during which such worker is required or permitted to work more than eight (8) hours in 
any one calendar day and forty (40) hours in any one calendar week in violation of the provisions of 
the Labor Code, and in particular §§1810 to 1815 thereof, inclusive, except that work performed by 
employees in excess of eight (8) hours per day, and forty (40) hours during any one week, shall be 
permitted upon compensation for all hours worked in excess of eight (8) hours per day and forty 
(40) hours in any week, at not less than one and one-half (1.5) times the basic rate of pay, as 
provided in §1815.  
 

H. Employment of Apprentices  
1. Where either the prime AGREEMENT or the subagreement exceeds thirty thousand dollars 

($30,000), the CONSULTANT and any subconsultants under him or her shall comply with all 
applicable requirements of Labor Code §§ 1777.5, 1777.6 and 1777.7 in the employment of 
apprentices.  
 

2. CONSULTANTs and subconsultants are required to comply with all Labor Code requirements 
regarding the employment of apprentices, including mandatory ratios of journey level to 



apprentice workers. Prior to commencement of work, CONSULTANT and subconsultants are 
advised to contact the DIR Division of Apprenticeship Standards website at 
https://www.dir.ca.gov/das/, for additional information regarding the employment of apprentices 
and for the specific journey-to- apprentice ratios for the AGREEMENT work. The 
CONSULTANT is responsible for all subconsultants’ compliance with these requirements. 
Penalties are specified in Labor Code §1777.7.  

 
SECTION FIVE:  NON-DISCRIMINATION  
 

A. The CONSULTANT’s signature affixed herein and dated shall constitute a certification under penalty 
of perjury under the laws of the State of California that the CONSULTANT has, unless exempt, 
complied with the nondiscrimination program requirements of Gov. Code § 12990 and 2 CCR § 8103.  
 

B. During the performance of this AGREEMENT, CONSULTANT and its subconsultants shall not deny 
the AGREEMENT’s benefits to any person on the basis of race, religious creed, color, national origin, 
ancestry, physical ability, mental disability, medical condition,  genetic information, marital status, sex, 
gender identity, gender expression, age, sexual orientation, or military and veteran status, nor shall 
they unlawfully discriminate, harass, or allow harassment against any employee or applicant for 
employment because of race, religious creed, color, national origin, ancestry, physical disability, 
mental disability, medical condition, genetic information, marital status, sex, gender identity, gender 
expression, age, sexual orientation, or military and veteran status. CONSULTANT and 
subconsultants shall insure that the evaluation and treatment of their employees and applicants for 
employment are free from such discrimination and harassment.  
 

C. CONSULTANT and Subconsultants shall comply with the provisions of the Fair Employment and 
Housing Act (Gov. Code § 12990 et. seq.), the applicable regulations promulgated there under (2 
CCR § 11000 et. seq.), the provisions of Gov. Code § 11135-11139.5, and the regulations or 
standards adopted by LOCAL AGENCY to implement such article. The applicable regulations of the 
Fair Employment and Housing Commission implementing Gov. Code § 12990 (a-f), set forth 2 CCR 
§ 8100-8504, are incorporated into this AGREEMENT by reference and made a part hereof as if set 
forth in full.  
 

D. CONSULTANT shall permit access by representatives of the Department of Fair Employment and 
Housing and the LOCAL AGENCY upon reasonable notice at any time during the normal business 
accountants, and all other sources of information and its facilities as said Department or LOCAL 
AGENCY shall require to ascertain compliance with this clause. 
 

E. CONSULTANT and its subconsultants shall give written notice of their obligations under this clause 
to labor organizations with which they have a collective bargaining or other Agreement.  
 

F. CONSULTANT shall include the nondiscrimination and compliance provisions of this clause in all 
subcontractors to perform work under this agreement.  

 
 
 


