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Audit Authority 

CSA conducted this audit under the authority of the San Francisco Charter, Section 3.105 and 
Appendix F, which requires that CSA conduct periodic, comprehensive financial and 
performance audits of city departments, services, and activities. 

About the Audits Division 

The City Services Auditor (CSA) was created in the Office of the Controller through an 
amendment to the Charter of the City and County of San Francisco (City) that voters 
approved in November 2003. Within CSA, the Audits Division ensures the City’s financial 
integrity and promotes efficient, effective, and accountable government by:  

 Conducting performance audits of city departments, contractors, and functions to 
assess efficiency and effectiveness of service delivery and business processes.  

 Investigating reports received through its whistleblower hotline of fraud, waste, and 
abuse of city resources. 

 Providing actionable recommendations to city leaders to promote and enhance 
accountability and improve the overall performance and efficiency of city 
government. 
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August 8, 2023 
 
Stephanie Tang, Director 
Office of the City Administrator – Contract Monitoring Division  
1155 Market Street, 4th Floor 
San Francisco, CA 94103 
 
Dear Ms. Tang: 
 
The Office of the Controller (Controller), City Services Auditor (CSA), Audits Division, presents its 
report on the audit of the contractor compliance with the San Francisco Administrative Code, 
Chapter 14B, Local Business Enterprise (LBE) Utilization and Non-Discrimination in Contracting 
Ordinance. The audit, conducted by Sjoberg Evashenk Consulting, Inc., (SEC), meets the ordinance’s 
requirement that the Contract Monitoring Division (CMD) director, in cooperation with the Office of 
the Controller, randomly audit at least three contractors and 10 percent of joint ventures granted bid 
discounts in each fiscal year to ensure their compliance with the ordinance. The audit assessed 
whether the three selected contractors and two joint ventures disclosed all subcontractors, met their 
LBE participation commitments, submitted all required CMD forms, and whether contracts were 
adequately monitored for LBE compliance. 
 
The audit found that all prime contractors and subcontractors were appropriately LBE-certified, as 
applicable, but two of the three prime contractors and one of the two joint ventures in our sample 
did not fully comply with certain LBE provisions of Administrative Code Chapter 14B. In particular: 
 

• CMD and the Airport could not provide Form 7 or Form 9 payment information submitted on 
a construction contract and a professional services contract. 

• One of the joint ventures did not disclose that non-LBE subconsultants did work under an 
Airport professional services contract.  

• One prime contractor’s LBE participation under an Airport construction contract could not be 
validated due to insufficient evidence of LBE subcontractor effort. 

• Another prime contractor’s LBE participation under a San Francisco Public Works 
construction contract could not be validated due to insufficient evidence of LBE 
subcontractor effort. 
 

The report makes four recommendations for CMD to work with contracting departments to improve 
compliance with the ordinance. The responses of the departments are attached in the appendix. CSA 
will work with your department to follow up every six months on the status of the open 
recommendations made in this report. 
 
 
 



 

CSA and SEC appreciate the assistance and cooperation of all staff involved in this audit. For 
questions about the report, please contact me at mark.p.delarosa@sfgov.org or 415-554-5393 or 
CSA at 415-554-7469. 
 
Respectfully, 
 
 
 
Mark de la Rosa  
Director of Audits 
 
 
cc:  Board of Supervisors  
 Budget Analyst  
 Civil Grand Jury 
 Citizens Audit Review Board  
 City Attorney  
 Mayor 
 Public Library 

mailto:mark.p.delarosa@sfgov.org


  

 
455 Capitol Mall • Suite 700 • Sacramento, California • 95814 • Tel 916.443.1300 • www.secteam.com 
 

City and County of San Francisco 
Office of the Controller, City Services Auditor  
 
Audit of Contractor Compliance With  
Chapter 14B-Local Business Enterprise (LBE) and  
Non-Discrimination in Contracting Ordinance



  

SJOBERGEVASHENK  Page | 1 

Executive Summary 
 

Purpose of the Audit 

As required by the San Francisco Administrative Code, Chapter 14B, Local Business Enterprise (LBE) and 
Non-Discrimination in Contracting Ordinance, the Office of the Controller’s City Services Auditor assessed 
whether the three selected contractors disclosed all subcontractors, met their LBE participation goals, and 
submitted all required Contract Monitoring Division (CMD) forms, and whether contracts were adequately 
monitored for LBE compliance. 
 

Highlights 

Pursuant to the San Francisco Administrative Code, 
Chapter 14B, the City and County of San Francisco 
(City) assists small and micro local businesses to 
increase their ability to compete effectively for the award 
of city contracts. The Mayor’s Office establishes citywide 
goals for participation by small and micro local 
businesses in contracting. The City then provides the bid 
discounts, set-asides, and subcontracting opportunities 
set forth in the ordinance, information and training, and 
other assistance to small and micro local businesses 
that commit to meeting LBE participation goals.  
 
Based on a sample of five contracts, the audit found: 

• CMD and the Airport could not provide Form 7 or 
Form 9 payment information submitted on a 
construction contract and a professional services 
contract. 

• PGH Wong Engineering, Inc., and MCK 
Associates Joint Venture did not disclose that 
non-LBE subconsultants performed work under an 
Airport professional services contract.  

• The LBE participation of Wickman Development & 
Construction under an Airport construction 
contract could not be validated due to insufficient 
evidence of LBE subcontractor effort. 

• The LBE participation of Shaw Pipeline, Inc., 
under a Department of Public Works construction 
contract could not be validated due to insufficient 
evidence of LBE subcontractor effort. 

 

 Recommendations 

The report includes four recommendations for CMD 
to work with the contracting departments to improve 
compliance with the provisions of Chapter 14B:  

The Contract Monitoring Division should:  

1. Work with the relevant departments to develop 
and implement processes that help ensure 
prime contractors submit all required CMD 
forms in a timely manner.  

2. Continue efforts to research whether it can 
assign penalties when contractors certify and 
submit inaccurate information to CMD. 

3. Require departments and prime contractors to 
indicate on CMD forms, such as forms 7, 8, 
and 9, if they have knowledge of the major 
trade partner subcontractors who hire lower-
tier subcontractors to perform the 
subcontracted work.  

4. Work with departments at contract closeout to 
obtain the actual dollar value of non-LBE-
eligible work performed to be used in the 
calculation of final LBE credit to be awarded 
instead of using the estimated value provided 
by the contractor from the time of contract 
award. The new process should include 
requiring Form 8 information to distinguish 
between payments received that are 
associated with LBE-eligible work and those 
associated with non-LBE-eligible work—for 
non-LBE-eligible work, require the contractor 
to specify what portion of the scope of work 
performed was ineligible.  
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INTRODUCTION 
 

Audit Authority 
 

 The San Francisco Administrative Code (Administrative Code), Section 
14B.10, requires the director of the Contract Monitoring Division (CMD), in 
cooperation with the Office of the Controller (Controller), to randomly audit 
at least three prime contractors and 10 percent of joint ventures granted 
bid discounts in each fiscal year to ensure their compliance with the 
provisions of the Local Business Enterprise and Non-Discrimination in 
Contracting Ordinance. Further, the San Francisco Charter provides the 
Controller’s City Services Audit (CSA) with broad authority to conduct 
audits. Sjoberg Evashenk Consulting, Inc., conducted this audit on behalf 
of CSA under these authorities. 
 

Background 
 
Chapter 14B allows the City to 
help small businesses and 
prohibit discrimination in the 
award and administration of city 
contracts.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 The City and County of San Francisco (City) has a long history of working 
to end discrimination in all aspects of public contracting. In 1984 the City’s 
Board of Supervisors enacted a law (Ordinance No. 139-84) to combat the 
City’s active and passive participation in discrimination against minority- 
and women-owned businesses, both in its contracting for goods and 
services and in the private market for such goods and services. However, 
due to a 2004 court order (Coral Construction, Inc. v. City and County of 
San Francisco), the City was enjoined from enforcing key provisions of that 
ordinance, codified as Administrative Code Chapter 12D.A, 
Minority/Women/Local Business Utilization. Therefore, in 2006 a 
replacement ordinance, codified as Administrative Code Chapter 14B, 
became effective to allow the City to continue to help small businesses and 
prohibit discrimination in the award and administration of city contracts.  
 
Pursuant to Chapter 14B, the City assists small and micro local businesses 
to increase their ability to compete effectively for the award of city 
contracts. The Mayor’s Office establishes citywide goals for participation 
by small and micro local businesses in contracting, then the City provides 
the bid discounts, set-asides, and subcontracting opportunities set forth in 
the ordinance, information and training, and other assistance to small and 
micro local businesses that commit to meeting LBE participation goals. 
CMD distinguishes between the LBE goal requirement set at the time of 
bid and the LBE commitment the contractor agrees to achieve during the 
life of the contract, which may be the same or higher than the set goal. 
 

The certification unit grants three 
types of certifications.  
 

 A business contracting with the City may be eligible for one of three types 
of certifications:  
 

• Local Business Enterprise (LBE) certification for businesses 
headquartered in San Francisco,  

• Public Utilities Commission Local Business Enterprise (PUC-LBE) 
certification for businesses headquartered in the "SFPUC 
Waterway System Area,” or 
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• Nonprofit Enterprise (NPE) certification for nonprofit entities 
headquartered in San Francisco.  

 
 
 

 These certifications promote the participation of local businesses in city 
contracts. Specifically, certified businesses benefit from bid discounts, 
subcontracting goals, and micro-set asides that are established for most 
city contracts. To receive these benefits, a business must be certified with 
the City before the submittal of a bid or proposal. Chapter 14B allows bid 
discounts to firms certified as a small or micro-LBE: 10 percent bid 
discount for contracts greater than $10,000 and less than $10 million, and 
two percent bid discount for contracts greater than $10 million and less 
than $20 million. Eligible LBEs are granted certification for one year or 
three years, depending on several factors, and during the certification 
period the City retains the right to audit a firm’s eligibility to remain 
certified. 
 
Since 2012, the Contract Monitoring Division has administered Chapter 
14B. CMD includes a certification unit, which grants various types of 
certifications to local businesses.  
 
Organizations that receive city contracts are subject to Chapter 14B’s 
Rules and Regulations. Contractors’ monthly billings to each contract-
awarding department must include various completed forms to document 
compliance with the rules, such as Form 7 (Progress Payment Form) and 
Form 9 (Payment Affidavit). With the final Form 7 submitted, the prime 
contractor and any LBE subcontractors are required to complete Form 8 
(Exit Report and Affidavit), on which the LBE subcontractors are to state 
how much they were paid and if they subcontracted out any of their work to 
LBEs or non-LBEs.  
 
Further, if the contract-awarding department has modified a contract by 
more than 20 percent of its original amount, CMD should receive written 
notification within 10 days of each modification. The prime contractor is to 
complete Form 10 (Contract Modification Form) when all amendments, 
modifications, or supplemental change orders cumulatively increase the 
original amount by more than 20 percent, and for all subsequent 
modifications.  
 
Under Chapter 14B, failure to submit any contract forms documenting 
compliance with the ordinance may result in sanctions, including, but not 
limited to, withholding of progress payments and final payments. 
 

Objectives 
 

 The purpose of the audit was to determine whether the contractors 
selected for audit complied with the provisions of Chapter 14B. 
Specifically, the audit determined whether the: 
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1. Prime contractors that received bid discounts and LBE 
subcontractors were LBE-certified. 

2. Prime contractors disclosed all subcontractors and whether all 
parties performed the work as detailed in CMD forms.  

3. Required CMD forms were submitted and LBE commitments were 
met.  

 
Scope and Methodology  The audit objectives excluded evaluating CMD’s monitoring processes. 

 
The audit covered July 1, 2021, through June 30, 2022. Using a list of 
contracts active during the audit period from CMD, we stratified the list by 
department and contract size and selected five contracts from different 
departments. Exhibit 1 shows the five selected contracts: three prime 
contractors (construction) and two joint ventures (professional services). 

   
Exhibit 1  The five contracts selected for audit 

Contract 
Number 

Awarding 
Department Contract Name Prime Contractor 

Total Contract 
Payment 
Amount a 

LBE  
Commitment 

1000013160 AIR Materials Testing Lab Wickman Development & 
Construction (Wickman) $5,224,474  26.59% 

1000000981 DPW 
Masonic Avenue 
Streetscape 
Improvement 

Shaw Pipeline, Inc. 
(Shaw) $17,912,296  40.33%b 

1000019373 PUC STS Combined Sewer 
Discharge Trinet Construction, Inc.  $3,967,816  14.15% 

1000006305 AIR 
Project Management 
Support Services for 
Airport Hotel Program 

PGH Wong-MCK Joint 
Venture $14,392,071  22.00% 

1000021473 PUC 
Construction 
Management Services 
for the East Bay Region  

Cooper Pugeda 
Management/CM Pros 
Joint Venture 

$1,238,857  17.00% 
 

Legend: AIR = Airport; DPW = Department of Public Works; PUC = Public Utilities Commission  
Notes:  
a Per department accounting records. 
b CMD award memo incorrectly reflected a LBE participation commitment of 35.76% for this project. 

  
  Where available, we reviewed required CMD forms for documentation of 

compliance and tested available contractor-submitted invoices for accurate 
and detailed supporting documentation. To understand the monitoring 
process, including internal controls over payments, we interviewed the 
departments’ project managers and CMD staff, including the contract 
compliance officer assigned to those contracts, when available. We reviewed 
documentation retained by CMD, departments, and contractors, including 
invoices, receipts, schedule of values, and certified payroll reports, to 
determine whether the LBE subcontractors performed the work assigned to 
them. We also reviewed CMD-maintained documentation showing that 
contractors were certified as LBEs.  
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Statement of Auditing 
Standards  

 Sjoberg Evashenk Consulting, Inc., conducted this performance audit in 
accordance with generally accepted government auditing standards. Those 
standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and 
conclusions based on our audit objectives. We believe that the evidence 
obtained provides a reasonable basis for our findings and conclusions based 
on our audit objectives. 
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AUDIT RESULTS 
 

Summary  
 

 Although all prime contractors and subcontractors were appropriately LBE-
certified as applicable, two of the three prime contractors and one of the two joint 
ventures in our sample did not fully comply with certain LBE provisions of 
Administrative Code Chapter 14B. Specifically, we found: 
 

• CMD and the Airport could not provide Form 7 or Form 9 payment 
information submitted on a construction contract and a professional 
services contract. 

• PGH Wong Engineering, Inc. and MCK Associates Joint Venture did 
not disclose that non-LBE subconsultants performed some work under 
an Airport professional services contract.  

• The LBE participation of Wickman Development & Construction 
(Wickman) under an Airport construction contract could not be validated 
due to insufficient evidence of LBE subcontractor effort. 

• The LBE participation of Shaw Pipeline, Inc., (Shaw) under a DPW 
construction contract could not be validated due to insufficient evidence 
of LBE subcontractor effort. 
 

Finding 1 
 

 CMD and the Airport could not provide Form 7 or Form 9 payment 
information submitted on a construction contract and a professional 
services contract. 
 
During the life of a contract, contractors must submit certain payment monitoring 
forms to the awarding department and CMD: 
 

• Form 7—CMD Progress Payment Request Form. This form requests 
payment from the department. Prime contractors must complete it and 
submit it to the department and CMD. The form requires the prime 
contractor to list the amount that subcontractors invoiced the prime 
contractor during the reporting period.  
 

• Form 9—CMD Payment Affidavit. This form lists actual payments made 
to subcontractors during each reporting period. The prime contractor 
must complete and submit it to the department and CMD within ten days 
of being paid by the City. The amounts reflected on the Form 9 should 
match or be reasonably close to the amounts reflected on Form 7 for the 
relevant reporting period because the amounts the subcontractors 
invoice should match the payment amounts reflected in the prime 
contractor’s accounting records.  
 

• Form 8—CMD Exit Report and Affidavit. This form summarizes and 
finalizes the total amounts of progress payments made to the LBE 
subcontractors. The subcontractor must complete it, and the prime 
contractor must submit it to the department and CMD. The amounts 
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reflected on the Form 8 should match or be reasonably close to the 
cumulative amounts reflected on Form 9 as actual payments to the 
subcontractors and should also match the amounts reflected in the 
prime contractor’s accounting records as paid to the subcontractors.  
 

• Form 10—CMD Contract Modification Form. The prime contractor must 
complete this form and submit it to CMD when contract amendments, 
modifications, or change orders cumulatively increase the original 
contract amount by more than 20 percent. 
 

The three departments we reviewed were able to provide Form 8 and Form 10 
information for each project tested, as applicable, but neither CMD nor the 
Airport could provide Form 7 or Form 9 payment information submitted on two 
contracts tested, as shown in Exhibit 2.  
 
Exhibit 2. Completeness of Form 7 and Form 9 information by departments 
reviewed 

Contract 
Number 

Awarding 
Depart-

ment 
Contract Title 

Number of 
Payments 

Made to Prime 
Contractor 

Form 7 Form 9 

1000013160 AIR Materials Testing Lab 25   

1000006305 AIR 
Project Management 
Support Services for The 
Airport Hotel Program  

58   

1000000981 DPW 
Masonic Ave 
Streetscape 
Improvement 

30   

1000019373 PUC STS Combined Sewer 
Discharge 12   

1000021473 PUC 
Construction 
Management Services 
for the East Bay Region  

62   

Legend: 
 55% or less of the form information available and complete  
 90% of the form information available and complete 
 All form information available and complete 

The City’s financial system, which is used to manage Form 7 and Form 9 
submissions, includes a module for prime contractors to directly submit Form 7 
and Form 9 payment information and for subcontractors to confirm that 
payments were received. Before July 2017, when the City’s current financial 
system was implemented, Form 7 and Form 9 payment information was 
submitted to departments and CMD via paper forms or was entered into the 
City’s Elations system. Although most departments have relied on the City’s 
financial system post go-live, PUC also required its contractors to put the data 
directly into its contract invoicing and reporting subsystem, SOLIS. This may 
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explain how another department tested, PUC, successfully maintained pre-2018 
Form 7 and Form 9 information.  
 
For the remaining department tested, DPW cited technical issues, at the time, 
with the City’s financial system prevented its prime contractors and 
subcontractors from entering Form 7 or Form 9 payment information directly into 
the system as envisioned, so had to continue submitting Form 7 and Form 9 
payment information to DPW via paper copies with their payment packages. 
DPW stated that the resulting confusion caused a few of the Form 7 and Form 9 
copies for its Masonic Ave Streetscape Improvement contract not to be 
submitted or to have gone missing. 
 
According to the Airport, timing and technical issues, at the time, with the City’s 
financial system created problems in collecting Form 7 and Form 9 information 
on the two Airport contracts we tested. Specifically: 
 

• The Airport Hotel contract started several years before the City’s 
current financial system was implemented, and during this time the 
Airport did not collect Form 7 or Form 9 information because it was 
collected by CMD through its Elations system processes. However, 
CMD could not provide any of the missing Form 7 or Form 9 information 
for the 27 progress payments submitted before the implementation of 
the City’s current financial system. After the system was implemented, 
the Airport required contractors to submit paper copies of Form 7 and 
Form 9 due to the same financial system technical issues described by 
DPW. The Airport was able to provide most, but not all, of Form 7 and 
Form 9 information beginning with progress payment 30. 
 

• The Materials Testing Lab contract started just after the City’s current 
financial system was implemented, and the Airport required contractors 
to submit paper copies of Form 7 and Form 9 due to the financial 
system’s technical issues. However, the Airport was only able to 
provide Form 7 and Form 9 payment information for just a few of the 
progress payments made under the contract.  
 

If complete Form 7 and Form 9 information is not collected, the awarding 
departments cannot properly monitor LBE subcontractor payment information to 
ensure that LBE subcontractors are paid the amounts reflected on payment 
request forms and subcontractor invoices and are paid within required time 
limits. Although several representatives of the departments stated that 
subcontractors alert the departments if they have not been paid, waiting for 
subcontractors’ complaints is a reactive process and defeats the purpose of 
collecting the information on Form 7 and Form 9 for oversight and monitoring. 
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Finding 2 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 PGH Wong Engineering, Inc., and MCK Associates Joint Venture did not 
disclose that non-LBE subconsultants performed work under the Airport 
professional services contract. 
 
As shown in Exhibit 3, PGH Wong Engineering, Inc., and MCK Associates Joint 
Venture (PGH Wong-MCK JV), the prime contractors on the tested Airport’s 
professional services contract, which was executed in June 2015, committed to 
providing a combined 22 percent of the project work to LBE subcontractors.  

Exhibit 3. PGH Wong-MCK JV contract award and LBE Commitment 

Prime Contractor / Project Contract Award LBE Portion of 
Contract Award 

LBE 
Commit-

ment 
PGH Wong-MCK JV –  
Project Management Support 
Services for Airport Hotel Program 

$2,938,000 $646,360 22% 

As shown in Exhibit 4, PGH Wong-MCK JV achieved the 22 percent LBE 
subcontractor participation commitment set for the project.  

Exhibit 4. PGH Wong-MCK JV LBE participation credit 

PGH Wong-
MCK JV Total 
Project 
Payments 

CMD Close-Out Memo Auditor Adjustment 

Final LBE 
Participation 

Final LBE 
Participation 

Credit 

Final LBE 
Participation 

Final LBE 
Participation 

Credit 

$14,392,071 $3,768,652 26.19% $3,552,444 24.68% 

 
In determining whether PGH Wong-MCK JV met its LBE commitment, CMD’s 
contract close-out memo notes that the joint venture’s LBE subcontractors were 
paid a combined $3,768,652 of the $14,392,071 contract total and awards the 
joint venture a final LBE participation credit of 26.19 percent. However, auditors 
reduced the joint venture’s final LBE participation by $216,208, bringing it to 
$3,552,444, which lowered the final LBE participation credit to 24.68 percent—
although they still exceeded their LBE participation commitment of 22 percent. 
The adjustment was necessary for the following reasons:  
 

• Subcontractor Did Not Disclose That Non-LBE Lower-Tier 
Subcontractor Performed Some Work. The final LBE 
participation credit of 26.19 percent CMD awarded relied on 
payment information reflected on Form 8, which requires 
subcontractors to indicate if they further subcontracted out any of 
their work. For this project, all subcontractors indicated that no 
work was subcontracted. However, testing of LBE subcontractor 
invoices to validate that subcontractors and their employees 
performed work on the project revealed that APEX Testing 
Laboratories (APEX) did not disclose on its Form 8 that a lower-
tier subcontractor, REAX, performed work for which APEX was 
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paid by PGH Wong-MCK JV. Specifically, PGH Wong-MCK JV., 
paid $92,937 to APEX for the work and the full amount was 
applied toward the LBE participation credit. Emails suggest the 
prime contractor and the Airport knew the work was 
subcontracted, but the Form 8 does not require either the prime 
contractor or the department to verify the accuracy of the 
information reported by the subcontractor on the form. No 
evidence was provided that REAX is an LBE subcontractor 
whose work would otherwise qualify for LBE participation. 
Although REAX received only $77,447 of the $92,937 and the 
remaining $15,490 was APEX’s fee for managing the non-LBE 
eligible work, the full $92,937 should be reduced from the LBE 
participation of PGH Wong-MCK JV because the work was not 
performed by a certified LBE.  
 

• Inaccurate Payment Amount in CMD’s LBE Credit Calculation. 
CMD calculated the final LBE participation based on APEX’s final 
contract amount of $1,787,261, as reflected on the Form 8, However, 
APEX was paid a total of only $1,663,990 because the full contract 
amount was not realized. Thus, $123,271 should be reduced from the 
LBE participation of PGH Wong-MCK JV.  
 

Also, when the contract was awarded, the joint venture received a 7.5 percent 
rating bonus for committing to providing the LBE joint venture partner, MCK, 40 
percent of the work anticipated to be performed by the joint venture partners. In 
determining whether the joint venture provided 40 percent of the final contract 
value to MCK, CMD’s contract close-out memo only notes that MCK received 
46.15 percent of the joint venture total payments but does not indicate the 
amount of total joint venture payments received. Thus, it is difficult to understand 
the memo’s percentage calculation. Using the amounts of the payments made to 
the joint venture shown on the final versions of Form 7 and Form 8, MCK 
received $4,764,400, or 44.7 percent, of the total $10,657,646 joint venture 
payments. However, an adjustment was necessary as described in the bullet 
that follows:  
 

• MCK Did Not Disclose That Subcontractors Performed Some 
Work. On its Form 8, MCK indicates that it did not subcontract any of 
its work on the project. However, we analyzed MCK’s subcontractor 
invoices to determine whether MCK and its employees performed all 
the work and found that MCK used one non-LBE firm that hired several 
estimators to supplement its cost estimation department. Subtracting 
the $618,914 MCK paid to its non-LBE subcontractors lowers MCK’s 
final share of the joint venture payments to $4,145,486. As a result, 
MCK’s final LBE participation credit was adjusted to 41.08 percent, 
which still met the 40 percent LBE joint venture partner participation 
commitment. 
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CMD relies heavily on the accuracy of information reflected on Form 8s when 
determining if LBE participation commitments are met. CMD management 
expressed concern regarding the revelation that there were two instances on 
this contract where contractors submitted Form 8s with inaccurate LBE payment 
information and undisclosed subcontractor activity. CMD management indicated 
that efforts are underway to determine whether CMD can assign penalties when 
contractors certify and submit inaccurate information. 
 

Finding 3 

 

 Wickman’s LBE participation under the Airport construction contract 
could not be validated due to insufficient evidence of LBE subcontractor 
effort. 
 
As shown in Exhibit 5, Wickman, the prime contractor on the Airport Materials 
Testing Lab construction contract, which was executed in January 2019, 
committed to providing a combined 26.27 percent of the project work to LBE 
subcontractors. 
 
Exhibit 5. Wickman contract award and LBE Commitment 

Prime Contractor / 
Project Contract Award LBE Portion of 

Contract Award 

LBE 
Commit-

ment 
Wickman— 
Materials Testing Lab $4,905,000 $1,288,453 26.27%* 

Note: * CMD’s award memo incorrectly reflected the LBE commitment as 26.59 percent. 
 
In determining whether Wickman met its LBE commitment, CMD’s contract 
close-out memo notes that Wickman’s LBE subcontractors were paid a 
combined $1,583,217 of the $5,224,474 contract total and awards Wickman a 
final LBE participation credit of 30.30 percent. However, we were unable to 
validate Wickman’s final LBE participation credit for the following reasons:  
 

• Insufficient Evidence of LBE Subcontractors’ Effort. To validate 
that the LBE subcontractors and their employees worked on the 
project, we asked to review invoices totaling $610,512 for the work 
performed by five LBE subcontractors associated with 5 of 25 prime 
contractor payment applications. We also asked to review invoices 
totaling $168,224 associated with all work performed by a sixth LBE 
subcontractor. Wickman provided less than half of the requested 
documentation.  
 

• San Francisco Office of Labor Standards Enforcement (OLSE) 
Investigation Remains Unresolved. In May 2022, OLSE opened an 
investigation into labor standards concerns on the project associated 
with one of the LBE subcontractors, TP Windows, Inc., DBA SF 
Window Factory. Due to the investigation, Wickman did not issue a final 
payment to the subcontractor of $45,381 although the City had already 
paid Wickman all amounts due for the subcontractor’s efforts. As of 
April 2023, OLSE indicated the case was administratively closed as it 
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could not be resolved because the subcontractor had not been fully 
cooperative. The prime contractor indicated that because the 
investigation was not resolved, the prime contractor has continued to 
keep the retained funds. 
 

Finding 4 
 

 Shaw’s LBE participation under the DPW construction contract could not 
be validated due to insufficient evidence of LBE subcontractor effort. 
 
According to CMD’s contract award memo, Shaw Pipeline, Inc., the prime 
contractor on DPW’s Masonic Avenue Streetscape Improvement construction 
contract, which was executed in February 2016, committed to providing a 
combined 35.76 percent of project work to LBE subcontractors, as shown in 
Exhibit 6. However, CMD incorrectly calculated Shaw’s LBE participation 
commitment. According to cost proposals submitted when the contract was 
awarded, Shaw committed to providing a combined 40.33 percent of project 
work to LBE subcontractors.  
| 
Exhibit 6. Shaw contract award and LBE Commitment 

Prime 
Contractor / 
Project 

Award 

CMD Award Memo Cost Proposals 
LBE Portion 
of Contract 

Award 

LBE 
Commit-

ment 

LBE Portion 
of Contract 

Award 

LBE 
Commit-

ment  
Shaw –  
Masonic 
Avenue 
Streetscape 
Improvement 

$18,299,035 $6,543,935 35.76% $7,380,642* 40.33% 

Note: * Includes amounts proposed for Esquivel ($2,433,935), M Squared ($3,060,000), 
Phoenix/Reliance ($1,873,707), and Ron Nelson ($13,000). 
 
In determining whether Shaw met its LBE commitment, CMD’s contract close-
out memo notes that Shaw’s LBE subcontractors were paid a combined 
$9,818,854 of the $17,912,296 contract total and awards Shaw a final LBE 
participation credit of 50.21 percent. However, using CMD’s prime contractor 
and subcontractor payment totals, we found the correct calculation is 49.86 
percent. Nonetheless, we cannot validate Shaw’s final LBE participation credit 
for the following reasons:  
 

• Inconsistent LBE Subcontractor Payment Information. The final 
LBE participation credit CMD awarded relied on payment information 
reflected on Form 8, which requires prime and LBE subcontractors to 
certify total payment amounts made and received. However, we found 
that the information reflected on the Form 8 submittals was inconsistent 
with the LBE subcontractor payment information reflected on other 
CMD forms the prime contractor submitted for the contract. According 
to DPW, Shaw is no longer in business. Thus, the LBE payment 
inconsistencies cannot be reconciled. Also, on our behalf, DPW 
requested information directly from the LBE subcontractors that worked 
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on this project, but they did not respond. 
 

• LBE Subcontractor Payment Information Does Not Distinguish 
Ineligible LBE Work. Form 8 payment information does not clearly 
distinguish between LBE-eligible work and Non-LBE work. For 
example, one subcontractor, Phoenix Electric (Phoenix), submitted a 
proposal that it would perform work totaling $1,700,5201 on the project, 
but only about 70 percent of Phoenix’s work, or $1,193,307, could be 
counted toward Phoenix’s LBE participation credit. The remaining 
$507,213 was associated with work Phoenix was not LBE-certified to 
perform.  
 
On its Form 8, Phoenix indicated that it received $1,770,0402 from 
Shaw for work its employees performed on the project. However, the 
form does not indicate what portion of the total payment should be 
reduced for the non-LBE-eligible work Phoenix anticipated performing. 
Rather than determining the actual value of the work that was ineligible 
for LBE credit, CMD simply deducted the $507,213 that was initially 
estimated to be ineligible at the time of the bid award. According to 
CMD, it would be too difficult to determine the actual value of the non-
LBE work performed on the project. However, DPW could require that 
proposals specify which portion of the scope of work is associated with 
non-LBE work so that CMD can use the subcontractor’s final schedule 
of values to determine the actual value of the ineligible LBE scope of 
work.  
 

• Insufficient Evidence of LBE Subcontractor Effort. To validate that 
the LBE subcontractors and their employees performed work on the 
project, we asked to review all invoices for work performed by LBE 
subcontractors associated with five of 30 prime contractor payment 
applications submitted—these tested LBE payments totaled 
$2,329,209. We also asked to review invoices associated with all work 
performed by one of the LBE subcontractors totaling $670,200. 
Although DPW was able to provide most of the requested 
documentation associated with the $2,999,409 in payments tested, a 
significant portion of the LBE subcontractor payment support, 
$926,714, was unavailable because Shaw is no longer in business.   
 

• Work Performed by Non-LBE Subcontractor Included in LBE 
Participation Credit. The final LBE participation credit of 50.21 percent 
CMD awarded relied on payment information on Form 8, which requires 
subcontractors to indicate if they subcontracted any of their work. For 
this project, one subcontractor, Esquivel Grading and Paving 
(Esquivel), indicated on its Form 8 that a lower-tier non-LBE 

 
1 The proposal also indicates that an additional $680,400 would be further subcontracted out to Reliance Engineering.  
2 Form 8 also indicates that Phoenix received another $670,200 that it paid to Reliance Engineering for its work.  
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subcontractor performed $26,270 of the $2,781,248 in work for which 
Esquivel was paid. However, CMD did not subtract the cost of this non-
LBE participation from the LBE credit awarded on this project. 
 

 
Recommendations 
 

 The Contract Monitoring Division should:  
 
1. Work with the relevant departments to develop and implement processes 

that help ensure prime contractors submit all required CMD forms in a 
timely manner.  

 
2. Continue efforts to research whether it can assign penalties when 

contractors certify and submit inaccurate information to CMD. 
 

3. Require departments and prime contractors to indicate on CMD forms, such 
as forms 7, 8, and 9, if they have knowledge of the major trade partner 
subcontractors who hire lower-tier subcontractors to perform the 
subcontracted work.  

 
4. Work with departments at contract closeout to obtain the actual dollar value 

of non-LBE-eligible work performed to be used in the calculation of final 
LBE credit to be awarded instead of using the estimated value provided by 
the contractor from the time of contract award. The new process should 
include requiring Form 8 information to distinguish between payments 
received that are associated with LBE-eligible work and those associated 
with non-LBE-eligible work—for non-LBE-eligible work, require the 
contractor to specify what portion of the scope of work performed was 
ineligible.  
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APPENDIX: DEPARTMENT RESPONSES 
 
Contract Monitoring Division 
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Recommendation and Response 
 
For each recommendation, the responsible agency should indicate in the column labeled Agency Response whether it concurs, does not concur, or 
partially concurs and provide a brief explanation. If it concurs with the recommendation, it should indicate the expected implementation date and 
implementation plan. If the responsible agency does not concur or partially concurs, it should provide an explanation and an alternate plan of action 
to address the identified issue.  
 

Recommendation Agency Response CSA Use Only  
Status Determination* 

The Contract Monitoring Division should:   

1. Work with the relevant departments to develop 
and implement processes that help ensure prime 
contractors submit all required CMD forms in a 
timely manner. 

☒ Concur ☐ Do Not Concur ☐ Partially Concur 
 
CMD concurs with the recommendation and will complete the 
following by the end of fiscal year 2023-2024.  

- At the time of the contract monitoring, CMD will notify 
all firms of their obligations to complete forms in a 
timely manner.   

- Newly executed contracts will require both electronic 
and paper forms until quality of electronic forms can be 
verified.  

☒ Open 
☐ Closed 
☐ Contested 

2. Continue efforts to research whether it can assign 
penalties when contractors certify and submit 
inaccurate information to CMD. 

☒ Concur ☐ Do Not Concur ☐ Partially Concur 
 
CMD concurs with this recommendation and will complete the 
following in fiscal year 2023-2024.  

- In Spring 2023 CMD sent enforcement notices to firms 
where inaccurate information was submitted to CMD.  

- CMD will work with the City Attorney’s Office to develop 
a framework for penalties when contractors willfully 
certify and submit inaccurate information to CMD.  

☒ Open 
☐ Closed 
☐ Contested 
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Recommendation Agency Response CSA Use Only  
Status Determination* 

3. Require departments and prime contractors to 
indicate on CMD forms, such as forms 7, 8, and 9, 
if they have knowledge of the major trade 
partner subcontractors who hire lower-tier 
subcontractors to perform the subcontracted 
work. 

☒ Concur ☐ Do Not Concur ☐ Partially Concur 
 
CMD concurs with this recommendation and will complete the 
following by the end of fiscal year 2023-2024.  

- CMD will complete a review of the paper forms 7, 8, 9 
and work with the City Attorney’s Office to clarify the 
language on the forms.   

- CMD will collaborate with the Office of the Controller 
Systems Team to identify development needs for the 
CMD module.  

☒ Open 
☐ Closed 
☐ Contested 

4. Work with departments at contract closeout to 
obtain the actual dollar value of non-LBE-eligible 
work performed to be used in the calculation of 
final LBE credit to be awarded instead of using 
the estimated value provided by the contractor 
from the time of contract award. The new 
process should include requiring Form 8 
information to distinguish between payments 
received that are associated with LBE-eligible 
work and those associated with non-LBE-eligible 
work—for non-LBE-eligible work, require the 
contractor to specify what portion of the scope 
of work performed was ineligible. 

☒ Concur ☐ Do Not Concur ☐ Partially Concur 
 
CMD concurs with this recommendation and will complete the 
following by the end of the fiscal year 2023-2024.  

- CMD will develop a procedure to (1) identify contracts 
where the LBE was credited for less than 100% of the 
work; (2) review with departments how to validate the 
exact dollar value for LBE credited and non-credited 
work; and (3) work with the City Attorney’s Office to 
clarify the language on the form.  

- CMD will collaborate with the Office of the Controller 
Systems Team to identify development needs for the 
CMD module.  

☒ Open 
☐ Closed 
☐ Contested 

 
* Status Determination based on audit team’s review of the agency’s response and proposed corrective action 
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San Francisco International Airport 
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San Francisco Public Utilties Commission 
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San Francisco Public Works  
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