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Re: Demand Letter for Construction Contract Enforcement 

Dear Trustees and Superintendent Duffy: 

We, the undersigned, believe that the WCCUSD and the Board of Education have failed to take 
assertive action on SGl's breach of contract identified in the forensic audit. This matter must be 
handled with urgency if it is to be resolved in favor of the school district and district taxpayers. 

Background 

As a result of whistleblower Dennis Clay's allegations in 2015, the WCCUSD Board of Educa
tion authorized an independent forensic audit of the school district's $1.6 billion bond-funded 
school construction program. The forensic audit firm, Vicenti, Lloyd, & Stutzman ("VLS") con
ducted a forensic audit that has cost the school district approximately $1 million, but the forensic 
audit remains incomplete because SGI, the construction manager, refused to provide project 
documents to the forensic auditors. tt is also important to note that Mr. Clay's allegations relat
ed to only a small portion of the overall project. 

Under its two contracts and contract extension, the school district has paid SGI to-date approx
imately $100 million for its construction management services. The school district's contracts 
with SGI contain a "Right to Audit" clause that stipulates full access to project documents. SGl's 

Demand Letter Page 1 of 4 



willful refusal to comply with the forensic auditor's requests for access to project documentation 
represents a clear and significant breach of contract. Underscoring the breach of contract, SGI 
issued a directive to its employees not to cooperate with the forensic auditors in their forensic 
investigation and later issued another directive that limited the forensic auditors ability to speak 
freely to SGI employees or other contractors unimpeded and unmonitored. 

In its failure to perform in these contracts, SG I has caused the school district and the taxpayers 
resident in the school district's area substantial damages. 

Demands and Remedies 

We, therefore, demand that the school district do the following: 

1. Retain legal counsel to enforce the construction contract, compelling SGI to provide
all proiect documents necessary to complete the forensic audit. In the VLS final re
port, the forensic auditors stated that SGl's refusal to provide requested documentation rep
resented a "scope limitation" that prevented the auditors from completing their assigned
scope of work. SGI must meet its contractual obligation to provide project documentation
for an audit.

2. Collect costs, fees, and damages resulting from SGl's breach of contract. Due to
SGl's willful refusal to honor its contractual obligations, the school district (and ultimately the
District's taxpayers) paid approximately $1 million for an incomplete audit whose value was
limited. We demand that legal counsel seek the following from SGI:

• Reimburse the school district for SGl's breach of contract that left forensic auditors unable
to complete their full scope. Given the incomplete audit, its incomplete findings, and the
inability to provide a full assessment of the extent of any waste, fraud, or abuse, the legal
counsel representing the school district should demand the million dollar forensic audit
cost from SG I.

• Require SGI to cover all associated costs to fulfill the forensic audit's full scope of work as
approved by the WCCUSD Board of Education. After providing full access to all project
documents, SGI shall pay all costs for VLS to complete the full scope of work for the
forensic audit and issue an amended forensic audit report to the Board of Education. SGI
shall also pay all legal fees incurred by the WCCUSO to compel SGI to abide by the terms
of its contract.

• Penalties for breach of contract shall be paid by SG I. While the contract does not define
penalties for non-compliance and the forensic audit remains incomplete by SGl's failure to
produce requested documents, we expect the eventual amount to be in the tens of millions
of dollars.
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3. Restitution for breach of contract regarding SGl's staff hire qualifications

In the construction management contract, SGI committed to hiring staff that possessed high 
levels of experience and qualifications to manage and implement the $1 .6 billion school con
struction program, paying them commensurately. The forensic audit found that SGI substituted 
lower quality staff and contractors for these positions than the contract stipulated. We demand 
that the school district compel SGI to pay for the VLS forensic auditors to calculate the differ
ence between what was paid for the promised workforce and what should have been paid for 
the actual staffing. The school district should then seek restitution for this difference in the quali
ty and experience of the SG I workforce. 

4. Restitution for SGl's billing of inappropriate expenses to the school district

SGI billed the school district for inappropriate expenses, including employee sick time, employ
ee annual leave, etc. as well as other inappropriate office expenses, as detailed in the forensic 
audit report. In the short period that was sampled, over $106,000 of employee benefits were 
wrongly charged to the school district. We demand that the school district have the forensic au
ditors review employee benefits from the first day or the first contract with SGI to calculate the 
total amount that was wrongly paid. The school district must then seek full restitution for that 
recalculated amount, not only the $106,000 that has been identified. 

5. Recovery of punitive damages

Finally, since the forensic audit is not yet complete, these demands for restitution are not final. 
Once the full scope of the forensic audit is fulfilled, the school district must reserve the right to 
make additional demands for restitution from SG1. 

If the amended forensic audit provides evidence of fraud, then an evaluation of a fraud cause of 
action against SGI should be assessed. If a fraud action is warranted, then the school district. 
and taxpayers would be entitled to recover punitive as well as compensatory damages. 

6. Legal Counsel Review

The school district's failure to enforce the large SG I contract has resulted in a loss of confidence 
by many in the community. Either the school district failed to heed district counsel's legal advice 
to take action or legal counsel failed to provide critical advice to the school district necessary to 
protect its financial interests. We believe that the Board of Education must evaluate the perfor
mance of its legal counselors and, if warranted, issue a Request for Proposals to solicit bids for 
new legal counsel, as appropriate. 

7. Public Notification

We further call on the WCCUSD to announce regularly to the public the status of its effort to 
compel SGI to abide by its contract and the efforts to remedy the breach of contract as well as 
notifying the community of the amended forensic audit timeline, process, and results. 
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8. Set deadline for response

Finally, we expect that the school district will act promptly upon receipt of this letter and take ac
tion within 30 days, including notification to the community of its decisions, actions, and time
lines. The resolution of this matter demands urgency. 

Sincerely, 

��� 

LJck Weir, President 
Contra Costa Taxpayers Association 

�� 

Dan Romero, Council Member 
City of Hercules 

Anton Jungherr, Member* 
Citizens' Bond Oversight Committee 

��� 
Community Activist on Education 

A.lex Beltran, Member

West Contra Costa Parents Council 

��
Paul Freese, Former Member 
Hercules Education Committee 

*Title for information purposes only
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n einberg, ember 
Contra Costa Taxpayers Association 

�-L� 

Sue Pricco, Chair 
Contra Costa Taxpayers Association, 
West County Branch 
Former Chairperson, CBOC 

�� 
Ivette Ricco, Former Chairperson 
Citizens' Bond Oversight Committee 

Valerie Snider 
Education Activist 

Scottie Smith
Education Advocate 

�. 
Petronila Fernandes, Member 
Ford Elementary Parents Council 
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