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KPMG Construction Project Review
CSU - Monterey Bay — MB-406
Chapman Science Academic Center

CONTRACTOR COMPLIANCE - SUBCONTRACTING PRACTICES

For this project, the "List of Proposed Subcontractors" (CM Form 701.04) and the
"Expanded List of Subcontractors" (CM Form 701.04 A) identified twenty-two separate
work divisions and subcontractors. Additionally, the following subcontractors were
substituted:

e Otis Elevator was listed as the elevator subcontractor. Mauldin-Dorfmeier (MDC)
claimed a clerical error occurred when MDC lowered their bid price to include the
elevator quote from Western Pacific, but failed to change the listing form. The
Contractor submitted affidavits from both subcontractors and the University,
appropriately, approved the substitution.

e Quantum Plumbing and Heating was substituted for the listed plumbing
subcontractor, Cesena Plumbing. Cesena refused to execute a contract with Mauldin-
Dorfmeier. The University appropriately approved the substitution.

e Dolan Concrete was listed as the concrete subcontractor. Mauldin-Dorfmeier (MDC)
claimed a clerical error occurred when MDC lowered their bid price to include the
concrete quote from Marina Concrete, but failed to change the listing form. The
Contractor submitted affidavits from both subcontractors and the University,
appropriately, approved the substitution.

All subcontractors with contract amounts in excess of %2 of 1% of the construction
contract amount were listed as required by Public Contract Code 4100.

As part of the bid process review, Mauldin-Dorfmeier provided worksheets and copies of
bids received from subcontractors. We found the bid practices employed on the project
to be appropriate and in conformance with industry standards. The following trade bids
were examined in detail:

e Glazing and Curtain Walls: Two bids were received in the amounts of
$689,903 and $1,227,966. The low bidder, San Joaquin Glass Co., Inc., was
issued a subcontract in the amount of $689,903.

» Plaster/Drywall: Four bids were received ranging from $1,021,940 to
$1,206,678. The low bidder was not found to be responsive and a subcontract
was issued to the second low bidder, Apex Partitions, Inc., in the amount of
$1,025,000.

e Roofing: Four bids were received, ranging from $148,250 to $273,030. Alcal
Roofing, the low bidder, was issued a subcontract in the amount of $148,250.

e Electrical: Four bids were received ranging from $2,300,000 to $2,902,675.
Edward Scott Electric Co., the low bidder, was issued a subcontract in the amount
of $2,300,000.
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KPMG Construction Project Review
CSU - Monterey Bay — MB-406
Chapman Science Academic Center

LIQUIDATED DAMAGES

The University authorized a 3-day time extension to furnish and install fifteen (15) floor
drains and associated plumbing in Change Order No. 9. The University also authorized a
108-day time extension in Change Order No. 30 as part of a settlement of Cost Request
Bulletin (CRB) 5R2 which impacted concrete, metal deck, and rough plumbing on three
floors. The original completion date was adjusted from April 5, 2003, to July 25, 2003,
by these two changes. The Notice of Completion recorded final acceptance as of August
7,2003, 13 days after the revised completion date of July 25, 2003. The University has
since corrected the mathematical error for the thirteen days in Change Order No. 32.

The University accepted limited beneficial occupancy of the building on June 26, 2003,
appropriately documented by Change Order No. 28. This was seventy-nine days beyond
the original completion and the 3-day extension. At the time of this change order, the
University elected to not grant a time extension even though they recognized that MDC
was entitled to one. Rather, management opted to attempt to keep the Contractor diligent
with punch list work that was in process. The University did recognize a 121-day
extension (108 + 13) due to CRB 5R2 that occurred in late 2001 and was not settled until
March 2002. Subsequent to our fieldwork, the University provided a memo that
documents this issue. The extension was addressed in Change Order Nos. 30 and 32 as
part of a full settlement. Liquidated damages were not warranted.

Recommendation:

2. For future global settlements, the University should make it a formal
requirement to clearly document all delays and liquidated damages and make
the settlement document part of project files.

Campus Response:

2. As part of our annual resubmission of the Operational Plan for Delegation — 1
Capital Outlay Management Authority, the University shall include language
requiring that the settlement document and detailed documentation of all
delays and liquidated damages become part of the project files. The
University proposes that this language be included in our February 2005
resubmission.
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KPMG Construction Project Review

CSU - Monterey Bay — MB-406

Chapman Science Academic Center

MAJOR EQUIPMENT REVIEW

The initial review of Contract Documents and Specification was performed at the
University. KPMG was furnished a Submittal Log from which a sample was selected.
Submittal records were provided and reviewed.

Of the submittals reviewed, all were traced from Project Specifications through submittal
data and final acceptance. The equipment specified in Project Specifications was
supported with required acceptance documentation. A project walk-through was
conducted with representatives from campus personnel in order to verify that specified
and approved equipment had been provided and installed by the Contractor.

The following equipment items and specific model data were approved and visually
confirmed as installed at the campus:

15060 Tuthill 451 Fill-Rite Diaphragm Pump
15060 Raychem TTA-1-UL/CSA TraceTek Alarm Module
15450 Reco R25-498 250 Gallon Water Heater
15550 Parker T2970 Direct Fired Hot Water Boiler
15550 Parker Parker-Lite Sequence Indicator
15550 Honeywell S7800A Keyboard Display Module
16000 Liebert - Series 300 UDC63015C25RT03 | Three-Phase Power Supply
16310 | General Electric 12470 3-Phase Pad Mounted Transformer
16400 General Electric RMS-9 Power Break Circuit Breakers
16620 | Spectrum 150DSEJ Diesel Generator Set
Recommendation:
None
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CALIFORNIA STATE UNIVERSITY

Monterey Bay

OFFICE OF THE VICE PRESIDENT
FOR ADMINISTRATION AND FINANCE

August 19, 2004

Mr. Larry Mandel

University Auditor

California State University
401 Golden Shore, 4™ Floor
Long Beach, California 90802

Subject: KPMG Audit of Construction Project No. MB-406,
Chapman Science Academic Center

Dear Larry,

100 CAMPUS CENTER, BUILDING 84D
SEASIDE, CA 93955-8001

‘ 831.582.3398

FAX 831.582.4430

www.csumb.edu

RECEIVED
UNIVERSITY AUDITOR

JUL 30 2004

THE CALIFORNIA STATE
UNIVERSITY

I am submitting CSUMB’s responses to the subject audit. The response template
showing the two recommendations and our responses to those recommendations 1s

attached.

Please advise if you have any questions and let us know the disposition of these items as

appropriate.

Sincerely,

.'.',

ey
- -'.-’/r’

.-""' 4
Dan Johnson -« ~4
Vice President for Administration and Finance

Attachment

cc: Peter Smith
Niraj Dangoria
John Fitzgibbon

eld ® Char yword ®» Humboldt ® long Beach ® Los Angeles ® Marifime Academy {= Monterey Bc
Northridge = P« rancisco ® San José ® San Luis Obispo ® San Morcos = Sonoma = S}amslous



KPMG Construction Project Review
CSU - Monterey Bay — MB-406
Chapman Science Academic Center

CONSTRUCTION CHANGE ORDERS

Recommendation:

1 The University should confirm that MDC approves the final change order for the
overpayment on change orders. On future projects, the University should ensure
that markups are calculated and paid in accordance with contract requirements.
This can be accomplished by utilizing the Change Order Request (Form 703.34)
included on the Chancellor’s Office CPDC website.

Campus Response:

The University and Mauldin-Dorfmeier Construction, Inc. have executed Change
Order 32. This change order addresses the overpayment by the University for
“Mark up on Mark up”, Course of Construction Insurance and Bonds as found in
the Audit Report. Additionally, as a part of Change Order 32, we included the
Global Settlement Language as presented on the CPDC Website.

LIQUIDATED DAMAGES
Recommendation:

2 For future global settlements, the University should make it a formal requirement
to clearly document all delays and liquidated damages and make the settlement
document part of project files. :

Campus Response:

As part of our annual resubmission of the Operational Plan for Delegation—
Capital Outlay Management Authority, the University shall include language
requiring that the settlement document and detailed documentation of all delays
and liquidated damages become part of the project files. The University proposes
that this language be included in our February 2005 resubmission.
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THE Cavrornia State UNIVERsITY

OFFICE OF THE (CHANCELLOR

BAKERSFIELD

August 27, 2004
CHANNEL ISLANDS
CHICO MEMORANDUM
DOMINGUEZ HILLS

FROM: Charles B. Reed

FRESNO TO: Mr: Lm Manc_lel
University Auditor
FULLERTON Mé

HAYWARD Chancellor

HUMBOLDT SUBJECT: KPMG Draft Final Report on the Chapman Science Academic
Center Project (No. MB-406) at California State University,

LONG BEACH Monterey Bay

LOS ANGELES

In response to your memorandum of August 27, 2004, I accept the response as
submitted with the draft final report on the Chapman Science Academic Center

MARITIME ACADEMY project at California State University, Monterey Bay.
MONTEREY BAY
CBR/amd
NORTHRIDGE
Enclosure
POMONA - _ -
cc: Mr. Dennis Hordyk, Assistant Vice Chancellor, Financial Services
SACRAMENTO Ms. Elyvra San Juan, Assistant Vice Chancellor, CPDC
Dr. Peter P. Smith, President
SAN BERNARDINO Mr. Richard P. West, Executive Vice Chancellor and Chief Financial Officer
SAN DIEGO
SAN FRANCISCO
SAN JOSE
SAN LUIS OBISPO
SAN MARCOS
SONOMA
STANISLAU

401 GoLDEN SHORE * LoNG BeacH, CA 90802-4210 * (562) 951-4700 * Fax (562) 951-4986 ¢ creed@calstate.edu



