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BACKGROUND
In 1996 the Legislature created the High-Speed Rail Authority (Authority) to develop and implement intercity, 
high‑speed rail services. The Authority’s nine members—five appointed by the Governor, two by the Senate Rules 
Committee, and two by the Speaker of the Assembly—serve four-year terms with no limit on the number of terms 
they may serve. The Authority has operated with a very small staff. Between fiscal years 2000–01 and 2006–07 it 
had 3 to 5 staff members including the executive director. Staffing was increased to 7 in fiscal years 2007–08 and 9 in 
2008–09. In June 2009 the Authority contracted for an organizational assessment. The resulting organizational chart 
proposes 37 staff plus administrative/office technician positions. 

In November 2008 voters approved the Safe, Reliable High-Speed Passenger Train Bond Act for the 21st Century 
(Proposition 1A), which provides $9 billion from the sale of general obligation bonds that the Authority will 
administer for construction of a high-speed rail network and $950 million the California Transportation Commission 
will allocate for improvements to other rail systems connecting to it. The proposition set limits on how the Authority 
can spend its bond funds, which includes a cap of 2.5 percent on administrative costs (which the Legislature can 
increase up to 5 percent); 10 percent on environmental studies, planning, and preliminary engineering activities; 
and no more than 50 percent on the total cost of construction for each corridor or usable segment of the program. 
The remaining 50 percent must come from other funding sources. As of March 1, 2010, the State had issued 
$258.4 million in Proposition 1A bonds.

The proposed rail network would run from Sacramento and San Francisco in the north to San Diego in the south. 
Although state law sets 2020 as the intended date to complete the entire system between Sacramento and San Diego, 
the Authority says that ideally it plans to complete phase one of the program by 2020. Phase one is made up of the 
following six corridors between San Francisco and Anaheim:

San Francisco to San Jose, San Jose to Merced, Merced to Bakersfield, Bakersfield to Palmdale, Palmdale to 
Los Angeles and Los Angeles to Anaheim. Estimated total cost for phase one:  $42.6 billion

As the Authority’s staff grew, so did its expenditure—from $6 million in fiscal year 2000–01 to $139.1 million by 
fiscal year 2009–10. At the time of the audit, proposed spending for fiscal year 2010–11 was $958.2 million with 
Proposition  1A funds covering $583.2 million and federal funds covering $375 million. Of the $583.2 million, 
$50.4 million would be for administrative costs and $532.8 million for capital costs.

In recent years most of the Authority’s cash expenditures were related to contracts for architectural and engineering 
services. For fiscal years 2006–07 through 2008–09 cash expenditures were $75 million with $65 million (87 percent) 
related to payments to private firms with contracts exceeding $20 million. The largest contract was $199 million 
extending more than 6 years for a contractor that serves as the Authority’s program manager, providing day-to‑day 
management and directing the contractors working on specific corridors. In January 2010 the Authority contracted 
with another consultant for program management oversight. This consultant is to review and monitor the program 
manager’s work to ensure it is proceeding on schedule and conforming to approved work plans.
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AUDIT SCOPE
As requested by the Joint Legislative Audit Committee, the California State Auditor performed an audit of the 
High‑Speed Rail Authority and its readiness to manage funds for the program.  The scope of the audit included:

•	 Determining if the Authority is structured to administer its funding in compliance with laws and regulations and 
whether its processes and controls are transparent, provide accountability, and ensure the cost-effective use of 
public resources.

•	 Identifying and assessing the steps the Authority’s governing board has taken to establish a process for strong 
program oversight.

•	 Reviewing and evaluating the Authority’s strategic plan to determine if its goals and objectives are reasonable.

•	 Identifying the Authority’s funding sources for all major contracts over the past three years.

•	 Evaluating the Authority’s contracting procedures and practices for awarding, managing, and monitoring contracts 
and determining the Authority’s controls to ensure the appropriateness and accuracy of contract payments.

•	 Reviewing a sample of contracts and paid invoices to ensure that they comply with applicable policies, procedures, 
and controls and determining if Authority expenditures were reasonable and aligned with its goals and objectives.
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AUDIT HIGHLIGHTS
During our audit of the Authority, to determine its readiness to manage funds for the program, we noted 
the following:

•	 The Authority’s Business Plan lacks details regarding how it proposes to finance the program.  For example, the 
Authority estimates that it needs $17 billion to $19 billion in federal funds.  However, the Authority has no federal 
commitments beyond the $2.25 billion from the American Recovery and Reinvestment Act. 

•	 The Authority’s plan for spending includes almost $12 billion in federal and state funds through 2013, more than 
2.5 times what is now available.

•	 The Authority expects between $10 billion and $12 billion from private investors, but also indicates that these 
investors will require a revenue guarantee from a public entity.

•	 The Authority’s 2009 Business Plan provided little detail on how it would manage risk in general, but the Authority 
is planning to improve its approach to risk management.

•	 The Authority lacks systems to comply with state law regarding bond funds.

•	 Although the Authority generally followed state requirements for awarding contracts, its processes for monitoring 
the performance and accountability of its contractors are inadequate.

•	 Some monthly progress reports, issued by the Authority’s contracted program manager to provide a summary of 
program status, contain inconsistent and inaccurate information.

•	 Authority staff paid at least $6.9 million in invoices from regional contractors without gaining assurance that the 
invoices reflected work performed.

•	 The Authority paid contractors more than $268,000 for services performed outside of the contractors’ work plans 
and purchased $46,000 in furniture for its program manager based on an oral agreement. 



4California State Auditor Report 2009-106— Presentation Document

November 4, 2010

5California State Auditor Report 2009-106— Presentation Document

November 4, 2010
CA

LI
FO

R
N

IA
 S

TA
TE

 A
U

D
IT

O
R

R
EC

O
M

M
EN

D
AT

IO
N

S

H
IG

H
-S

PE
ED

 R
A

IL
 A

U
TH

O
R

IT
Y 

6-
M

O
N

TH
 R

ES
PO

N
SE

 T
O

 R
EC

O
M

M
EN

D
AT

IO
N

S 
O

CT
O

B
ER

 1
2,

 2
01

0
ST

AT
E 

A
U

D
IT

O
R

’S
 A

SS
ES

SM
EN

T 
O

F
IM

PL
EM

EN
TA

TI
O

N
 S

TA
TU

S

To
 e

ns
ur

e 
th

at
 it

 c
an

 re
sp

on
d 

ad
eq

ua
te

ly
 to

 fu
nd

in
g 

le
ve

ls
 

th
at

 m
ay

 v
ar

y 
fr

om
 it

s b
us

in
es

s p
la

n,
 th

e 
Au

th
or

ity
 sh

ou
ld

 
de

ve
lo

p 
an

d 
pu

bl
is

h 
al

te
rn

at
iv

e 
fu

nd
in

g 
sc

en
ar

io
s t

ha
t r

efl
ec

t 
th

e 
po

ss
ib

ili
ty

 o
f r

ed
uc

ed
 o

r d
el

ay
ed

 fu
nd

in
g 

fr
om

 th
e 

pl
an

ne
d 

so
ur

ce
s. 

Th
es

e 
sc

en
ar

io
s s

ho
ul

d 
de

ta
il 

th
e 

im
pl

ic
at

io
ns

 o
f 

va
ria

tio
ns

 in
 th

e 
le

ve
l o

r t
im

in
g 

of
 fu

nd
in

g 
on

 th
e 

pr
og

ra
m

 a
nd

 
its

 sc
he

du
le

.

Th
e 

Au
th

or
ity

 st
at

es
 th

at
 it

 is
 c

ur
re

nt
ly

 in
 th

e 
pr

oc
es

s o
f 

hi
rin

g 
ne

w
 fi

na
nc

ia
l c

on
su

lta
nt

s. 
It 

fu
rt

he
r r

ep
or

ts
 th

at
 it

 
ex

pe
ct

ed
 th

at
 th

e 
ne

w
 c

on
su

lta
nt

s s
ho

ul
d 

be
 a

pp
ro

ve
d 

at
 it

s 
O

ct
ob

er
 2

0 
m

ee
tin

g.
 In

 a
dd

iti
on

, t
he

 A
ut

ho
rit

y 
st

at
ed

 th
at

 th
e 

ne
w

 c
on

su
lta

nt
s w

ill
 a

ss
is

t t
o 

de
ve

lo
p 

th
e 

al
te

rn
at

iv
e 

fu
nd

in
g 

sc
en

ar
io

s. 
Fi

na
lly

, i
t p

la
ns

 to
 p

ro
vi

de
 a

 fu
ll 

se
t o

f a
lte

rn
at

iv
e 

sc
en

ar
io

s i
n 

its
 o

ne
-y

ea
r r

es
po

ns
e 

to
 th

e 
au

di
t.

Pe
nd

in
g

In
 o

rd
er

 to
 p

la
n 

ad
eq

ua
te

ly
 fo

r p
riv

at
e 

in
ve

st
m

en
t, 

th
e 

Au
th

or
ity

 
sh

ou
ld

 fu
rt

he
r s

pe
ci

fy
 th

e 
po

te
nt

ia
l c

os
ts

 o
f p

la
nn

ed
 re

ve
nu

e 
gu

ar
an

te
es

 a
nd

 w
ho

 w
ou

ld
 p

ay
 fo

r t
he

m
.

Au
th

or
ity

 st
at

es
 th

at
 it

 c
on

tin
ue

s w
or

ki
ng

 w
ith

 th
e 

fin
an

ci
al

 a
nd

 
le

ga
l c

on
su

lta
nt

s t
o 

pr
ov

id
e 

a 
di

sc
us

si
on

 o
f r

ev
en

ue
 g

ua
ra

nt
ee

s. 

In
 it

s 6
0-

da
y 

re
sp

on
se

, d
at

ed
 Ju

ne
 2

8,
 2

01
0,

 th
e 

Au
th

or
ity

’s 
st

aff
 

w
as

 w
or

ki
ng

 w
ith

 a
 fi

na
nc

ia
l c

on
su

lta
nt

 a
nd

 it
s b

on
d 

co
un

se
l t

o 
pr

ov
id

e 
a 

di
sc

us
sio

n 
of

 w
ha

t c
on

st
itu

te
s a

 “r
ev

en
ue

 g
ua

ra
nt

ee
.” 

It 
al

so
 p

la
nn

ed
 to

 id
en

tif
y 

ho
w

 m
uc

h 
an

y 
su

ch
 g

ua
ra

nt
ee

s w
ou

ld
 

co
st

 a
nd

 w
hi

ch
 g

ov
er

nm
en

t e
nt

iti
es

 m
ig

ht
 b

e 
re

sp
on

sib
le

 fo
r t

ho
se

 
gu

ar
an

te
es

. F
in

al
ly

, i
t e

xp
ec

te
d 

to
 p

ro
vi

de
 th

is 
in

fo
rm

at
io

n 
by

 th
e 

6-
m

on
th

 re
sp

on
se

.

Pe
nd

in
g

In
 o

rd
er

 to
 re

sp
on

d 
eff

ec
tiv

el
y 

to
 c

irc
um

st
an

ce
s t

ha
t c

ou
ld

 
si

gn
ifi

ca
nt

ly
 d

el
ay

 o
r h

al
t t

he
 p

ro
gr

am
, t

he
 A

ut
ho

rit
y 

sh
ou

ld
 e

ns
ur

e 
th

at
 it

 im
pl

em
en

ts
 p

la
nn

ed
 a

ct
io

ns
 re

la
te

d 
to

 
m

an
ag

in
g 

ris
k.

In
 it

s 6
0-

da
y 

re
sp

on
se

, t
he

 A
ut

ho
rit

y 
st

at
ed

 th
at

 it
 w

ou
ld

 se
ek

 
au

th
or

iz
at

io
n 

fo
r a

 p
os

iti
on

 o
f M

an
ag

er
, P

ro
je

ct
 C

on
tr

ol
 a

nd
 R

isk
 

M
an

ag
em

en
t. 

Th
e 

Au
th

or
ity

 a
lso

 st
at

ed
 th

at
 it

s p
ro

gr
am

 m
an

ag
er

 
ha

s r
ev

ise
d 

its
 ri

sk
 re

gi
st

er
 a

nd
 d

ev
el

op
m

en
t p

ro
to

co
l t

o 
pr

ov
id

e 
gu

id
an

ce
 to

 re
gi

on
al

 te
am

s f
or

 p
re

pa
ra

tio
n 

of
 li

st
s o

f u
nc

er
ta

in
 

fu
tu

re
 e

ve
nt

s t
ha

t h
av

e 
th

e 
po

te
nt

ia
l t

o 
im

pa
ct

 p
ro

je
ct

 o
bj

ec
tiv

es
. 

In
 a

dd
iti

on
, t

he
 A

ut
ho

rit
y 

st
at

ed
 th

at
 it

 w
as

 in
 th

e 
pr

oc
es

s o
f 

es
ta

bl
ish

in
g 

an
 in

te
rn

al
 a

ud
it 

offi
ce

 th
at

 w
ill

 re
po

rt
 to

 th
e 

CE
O

 a
nd

 
th

e 
au

di
t c

om
m

itt
ee

 o
f t

he
 B

oa
rd

.
In

 it
s 6

-m
on

th
 re

sp
on

se
, t

he
 A

ut
ho

rit
y 

st
at

ed
 th

at
 o

n 
Ju

ly
 7

, 2
01

0,
 th

e 
Le

gi
sl

at
ur

e 
ad

de
d 

an
 a

dd
iti

on
al

 m
an

ag
em

en
t 

po
si

tio
n 

de
si

gn
at

ed
 b

y 
th

e 
Au

th
or

ity
 a

s D
ep

ut
y 

D
ire

ct
or

, R
is

k 
M

an
ag

em
en

t. 
Th

e 
Au

th
or

ity
 st

at
es

 th
at

 th
is

 p
os

iti
on

 w
ill

 a
ss

um
e 

re
sp

on
si

bi
lit

y 
fo

r r
is

k 
m

an
ag

em
en

t f
or

 th
e 

en
tir

e 
pr

oj
ec

t. 
Fu

rt
he

r, 
th

e 
Au

th
or

ity
 in

di
ca

te
d 

th
at

 it
 w

ill
 m

ov
e 

fo
rw

ar
d 

w
ith

 
th

e 
st

ep
s n

ec
es

sa
ry

 to
 fi

ll 
th

e 
po

si
tio

n 
on

ce
 th

e 
st

at
e 

bu
dg

et
 

is
 a

pp
ro

ve
d.

Th
e 

Au
th

or
ity

 a
ls

o 
st

at
es

 th
at

 it
 h

as
 d

ev
el

op
ed

 a
 d

ut
y 

st
at

em
en

t 
fo

r o
ne

 o
f t

w
o 

au
di

t p
os

iti
on

s i
t p

la
ns

 to
 fi

ll.
 H

ow
ev

er
, d

ue
 to

 
a 

la
ck

 o
f a

 st
at

e 
bu

dg
et

 a
nd

 th
e 

cu
rr

en
t f

re
ez

e 
on

 h
iri

ng
, t

he
 

Au
th

or
ity

 h
as

 n
ot

 b
eg

un
 th

e 
hi

rin
g 

pr
oc

es
s.

Pe
nd

in
g

Pe
nd

in
g

Pe
nd

in
g



4California State Auditor Report 2009-106— Presentation Document

November 4, 2010

5California State Auditor Report 2009-106— Presentation Document

November 4, 2010
CA

LI
FO

R
N

IA
 S

TA
TE

 A
U

D
IT

O
R

R
EC

O
M

M
EN

D
AT

IO
N

S

H
IG

H
-S

PE
ED

 R
A

IL
 A

U
TH

O
R

IT
Y 

6-
M

O
N

TH
 R

ES
PO

N
SE

 T
O

 R
EC

O
M

M
EN

D
AT

IO
N

S 
O

CT
O

B
ER

 1
2,

 2
01

0
ST

AT
E 

A
U

D
IT

O
R

’S
 A

SS
ES

SM
EN

T 
O

F
IM

PL
EM

EN
TA

TI
O

N
 S

TA
TU

S

To
 a

ve
rt

 p
os

si
bl

e 
le

ga
l c

ha
lle

ng
es

, t
he

 A
ut

ho
rit

y 
sh

ou
ld

 
en

su
re

 th
at

 th
e 

re
vi

ew
 g

ro
up

 a
dh

er
es

 to
 th

e 
Ba

gl
ey

-K
ee

ne
 

O
pe

n 
M

ee
tin

g 
Ac

t o
r s

ee
k 

a 
fo

rm
al

 o
pi

ni
on

 fr
om

 th
e 

O
ffi

ce
 o

f 
th

e 
At

to
rn

ey
 G

en
er

al
 (A

tt
or

ne
y 

G
en

er
al

) r
eg

ar
di

ng
 w

he
th

er
 

th
e 

re
vi

ew
 g

ro
up

 is
 su

bj
ec

t t
o 

th
is

 a
ct

.

In
 it

s 6
0-

da
y 

re
sp

on
se

, t
he

 A
ut

ho
rit

y 
st

at
ed

 th
at

 o
bt

ai
ni

ng
 a

 fo
rm

al
 

op
in

io
n 

of
 th

e 
At

to
rn

ey
 G

en
er

al
 is

 b
ot

h 
co

st
ly

 a
nd

 ti
m

e 
co

ns
um

in
g.

In
 it

s 6
-m

on
th

 re
sp

on
se

, t
he

 A
ut

ho
rit

y 
re

po
rt

s t
ha

t i
ts

 st
aff

 is
 

w
or

ki
ng

 w
ith

 le
gi

sl
at

iv
e 

co
nt

ac
ts

 to
 o

bt
ai

n 
cl

ar
ifi

ca
tio

n 
of

 th
e 

la
w

. I
t a

ss
er

ts
 th

at
 it

 w
ill

 o
bt

ai
n 

ad
eq

ua
te

 c
la

rifi
ca

tio
n 

in
 ti

m
e 

fo
r 

th
e 

fin
al

 a
ud

it 
re

sp
on

se
.

Pe
nd

in
g

To
 e

ns
ur

e 
th

at
 it

 d
oe

s n
ot

 ru
n 

ou
t o

f f
un

ds
 fo

r a
dm

in
is

tr
at

iv
e 

an
d 

pr
ec

on
st

ru
ct

io
n 

ta
sk

s p
re

m
at

ur
el

y,
 th

e 
Au

th
or

ity
 sh

ou
ld

 
tr

ac
k 

ex
pe

nd
itu

re
s f

or
 th

es
e 

ac
tiv

iti
es

 a
nd

 d
ev

el
op

 a
 lo

ng
-t

er
m

 
sp

en
di

ng
 p

la
n 

fo
r t

he
m

. I
t a

ls
o 

sh
ou

ld
 d

ev
el

op
 p

ro
ce

du
re

s 
an

d 
sy

st
em

s t
o 

en
su

re
 th

at
 it

 c
om

pl
ie

s w
ith

 R
ec

ov
er

y 
an

d 
Re

in
ve

st
m

en
t A

ct
 o

f 2
00

9 
(R

ec
ov

er
y 

Ac
t)

 re
qu

ire
m

en
ts

.

As
 it

 st
at

ed
 in

 it
s 6

0-
da

y 
re

sp
on

se
, t

he
 A

ut
ho

rit
y 

ha
s 

en
ha

nc
ed

 it
s c

om
pu

te
r s

ys
te

m
 to

 in
cl

ud
e 

sy
st

em
s f

or
 tr

ac
ki

ng
 

ad
m

in
is

tr
at

iv
e 

ve
rs

us
 p

ro
je

ct
 e

xp
en

di
tu

re
s. 

H
ow

ev
er

, w
hi

le
 th

e 
sy

st
em

 e
nh

an
ce

m
en

ts
 w

en
t o

nl
in

e 
on

 M
ay

 2
8,

 th
e 

Au
th

or
ity

 is
 

w
or

ki
ng

 w
ith

 th
e 

co
nt

ra
ct

or
 to

 re
so

lv
e 

is
su

es
 w

ith
 th

e 
sy

st
em

. 

In
 a

dd
iti

on
, t

he
 A

ut
ho

rit
y 

st
at

es
 th

at
 it

 h
as

 n
ot

 b
ee

n 
ab

le
 

to
 p

ro
vi

de
 su

ffi
ci

en
t p

ol
ic

y 
gu

id
an

ce
 to

 st
aff

 re
ga

rd
in

g 
ke

y 
el

em
en

ts
 o

f t
he

 sy
st

em
.

Fi
na

lly
, t

he
 A

ut
ho

rit
y 

ex
pe

ct
s f

ul
l s

ys
te

m
 o

pe
ra

bi
lit

y 
by

 th
e 

tim
e 

it 
su

bm
its

 it
s fi

na
l r

es
po

ns
e 

to
 th

e 
au

di
t i

n 
Ap

ril
 2

01
1.

 (N
ot

e:
 

in
 it

s 6
0‑

da
y 

re
sp

on
se

, t
he

 A
ut

ho
rit

y 
as

se
rt

ed
 th

at
 th

e 
sy

st
em

 
w

ou
ld

 b
e 

fu
lly

 o
pe

ra
tio

na
l o

n 
or

 b
ef

or
e 

it 
su

bm
itt

ed
 it

s 6
-m

on
th

 
re

sp
on

se
 to

 u
s.)

Th
e 

Au
th

or
ity

 st
at

ed
 th

at
 C

al
ifo

rn
ia

’s 
In

sp
ec

to
r G

en
er

al
 fo

r t
he

 
Re

co
ve

ry
 A

ct
 p

ro
gr

am
s w

as
 e

va
lu

at
in

g 
th

e 
Au

th
or

ity
’s 

re
ad

in
es

s 
fo

r r
ec

ei
pt

 o
f R

ec
ov

er
y 

Ac
t f

un
ds

. 

Pe
nd

in
g

In
 it

s r
ep

or
t i

ss
ue

d 
O

ct
ob

er
 2

7,
 2

01
0,

 th
e 

In
sp

ec
to

r G
en

er
al

 c
on

cl
ud

ed
 

th
at

 th
e 

Au
th

or
ity

 is
 n

ot
 fu

lly
 

pr
ep

ar
ed

 to
 d

is
tr

ib
ut

e 
an

d 
m

on
ito

r R
ec

ov
er

y 
Ac

t f
un

ds
.

Th
e 

Au
th

or
ity

 sh
ou

ld
 p

ar
tic

ip
at

e 
in

 th
e 

de
ve

lo
pm

en
t o

f k
ey

 
po

lic
y 

do
cu

m
en

ts
, s

uc
h 

as
 it

s b
us

in
es

s a
nd

 st
ra

te
gi

c 
pl

an
s. 

Fu
rt

he
r, 

Au
th

or
ity

 m
em

be
rs

 sh
ou

ld
 a

dh
er

e 
to

 th
ei

r p
ol

ic
ie

s 
an

d 
pr

oc
ed

ur
es

, i
nc

lu
di

ng
 th

os
e 

ou
tli

ni
ng

 h
ow

 th
ey

 m
ay

 
co

m
m

un
ic

at
e 

w
ith

 c
on

tr
ac

to
rs

.

Th
e 

Au
th

or
ity

 re
po

rt
s t

ha
t o

n 
Ju

ly
 1

, 2
01

0,
 th

e 
Au

th
or

ity
 

su
bm

itt
ed

 to
 it

s g
ov

er
ni

ng
 b

oa
rd

 a
 re

co
m

m
en

da
tio

n 
th

at
 it

 
ad

op
t a

s i
ts

 k
ey

 p
ol

ic
y 

do
cu

m
en

ts
 th

e 
Bu

si
ne

ss
 P

la
n 

an
d 

th
e 

St
ra

te
gi

c 
Pl

an
. A

cc
or

di
ng

 to
 th

e 
Au

th
or

ity
, o

n 
Au

gu
st

 5
, 2

01
0,

 
th

e 
Bo

ar
d 

ad
op

te
d 

th
at

 re
co

m
m

en
da

tio
n 

w
ith

in
 it

s a
m

en
de

d 
po

lic
ie

s a
nd

 p
ro

ce
du

re
s.

In
 a

dd
iti

on
, t

he
 A

ut
ho

rit
y 

ad
de

d 
la

ng
ua

ge
 to

 it
s p

ol
ic

ie
s a

nd
 

pr
oc

ed
ur

es
 st

at
in

g 
th

at
 th

e 
Au

th
or

ity
 [m

ea
ni

ng
 th

e 
ap

po
in

te
d 

m
em

be
rs

 o
f i

ts
 g

ov
er

ni
ng

 b
oa

rd
] i

s r
es

po
ns

ib
le

 fo
r d

ev
el

op
in

g 
ke

y 
po

lic
y 

do
cu

m
en

ts
, i

nc
lu

di
ng

 a
pp

ro
vi

ng
 b

us
in

es
s p

la
ns

 a
nd

 
st

ra
te

gi
c 

pl
an

s.

Th
e 

Au
th

or
ity

 a
dd

ed
 la

ng
ua

ge
 to

 it
s p

ol
ic

ie
s a

nd
 p

ro
ce

du
re

s 
re

qu
iri

ng
 th

at
 it

s g
ov

er
ni

ng
 b

oa
rd

 m
em

be
rs

 c
om

m
un

ic
at

e 
w

ith
 

co
nt

ra
ct

or
s t

hr
ou

gh
 th

e 
CE

O
.

Co
m

pl
et

ed



6California State Auditor Report 2009-106— Presentation Document

November 4, 2010
CA

LI
FO

R
N

IA
 S

TA
TE

 A
U

D
IT

O
R

R
EC

O
M

M
EN

D
AT

IO
N

S

H
IG

H
-S

PE
ED

 R
A

IL
 A

U
TH

O
R

IT
Y 

6-
M

O
N

TH
 R

ES
PO

N
SE

 T
O

 R
EC

O
M

M
EN

D
AT

IO
N

S 
O

CT
O

B
ER

 1
2,

 2
01

0
ST

AT
E 

A
U

D
IT

O
R

’S
 A

SS
ES

SM
EN

T 
O

F
IM

PL
EM

EN
TA

TI
O

N
 S

TA
TU

S

In
 o

rd
er

 to
 e

ns
ur

e 
th

at
 st

aff
 re

ce
iv

e 
re

le
va

nt
 in

fo
rm

at
io

n 
on

 th
e 

pr
og

ra
m

’s 
st

at
us

, t
he

 A
ut

ho
rit

y 
sh

ou
ld

 a
m

en
d 

th
e 

ov
er

si
gh

t 
co

ns
ul

ta
nt

’s 
w

or
k 

pl
an

 to
 in

cl
ud

e 
a 

cr
iti

ca
l r

ev
ie

w
 o

f t
he

 p
ro

gr
es

s 
re

po
rt

s f
or

 a
cc

ur
ac

y 
an

d 
co

ns
is

te
nc

y.
 A

ut
ho

rit
y 

st
aff

 a
ls

o 
sh

ou
ld

 
re

qu
es

t t
ha

t t
he

 p
ro

gr
am

 m
an

ag
er

 re
vi

se
 it

s p
ro

gr
es

s r
ep

or
ts

 
to

 in
cl

ud
e 

in
fo

rm
at

io
n 

on
 th

e 
st

at
us

 o
f c

on
tr

ac
t p

ro
du

ct
s a

nd
 

se
rv

ic
es

 in
 re

la
tio

ns
hi

p 
to

 w
ha

t w
as

 p
ro

m
is

ed
.

Th
e 

Au
th

or
ity

 a
dv

is
ed

 it
s p

ro
je

ct
 m

an
ag

em
en

t o
ve

rs
ig

ht
 

co
ns

ul
ta

nt
 to

 a
m

en
d 

its
 w

or
k 

pl
an

 to
 in

cl
ud

e 
pr

ov
is

io
ns

 
re

qu
iri

ng
 th

e 
cr

iti
ca

l r
ev

ie
w

 o
f t

he
 p

ro
gr

am
 m

an
ag

er
’s 

pr
og

re
ss

 re
po

rt
s.

Th
e 

Au
th

or
ity

’s 
pr

og
ra

m
 m

an
ag

er
 re

vi
se

d 
its

 p
ro

gr
es

s r
ep

or
t 

fo
rm

at
 to

 e
ns

ur
e 

th
e 

re
po

rt
s a

cc
ur

at
el

y 
re

fle
ct

 p
ro

je
ct

 st
at

us
. 

H
ow

ev
er

, t
he

 p
ro

je
ct

 m
an

ag
em

en
t o

ve
rs

ig
ht

 c
on

su
lta

nt
 sa

id
 it

 
do

es
 n

ot
 h

av
e 

su
ffi

ci
en

t i
nf

or
m

at
io

n 
to

 a
ss

es
s t

he
 E

ar
ne

d 
Va

lu
e 

An
al

ys
es

 in
 th

e 
re

po
rt

s. 
Th

es
e 

an
al

ys
es

 a
re

 d
es

ig
ne

d 
to

 e
xp

re
ss

 
th

e 
va

lu
e 

of
 w

or
k 

pr
od

uc
ed

 fo
r t

he
 c

os
t p

ai
d.

 T
he

 c
on

su
lta

nt
 

st
at

ed
 th

at
 it

 w
ou

ld
 p

re
fe

r t
o 

fo
cu

s o
n 

ph
ys

ic
al

 d
el

iv
er

ab
le

s a
nd

 
th

ei
r a

ct
ua

l l
ev

el
 o

f c
om

pl
et

io
n.

Co
m

pl
et

ed

Pa
rt

ia
lly

 C
om

pl
et

e

To
 d

et
er

m
in

e 
if 

it 
is

 p
ay

in
g 

in
vo

ic
es

 th
at

 a
cc

ur
at

el
y 

re
fle

ct
 

w
or

k 
pe

rf
or

m
ed

, t
he

 A
ut

ho
rit

y 
sh

ou
ld

 e
ns

ur
e 

th
at

 st
aff

 a
dh

er
e 

to
 c

on
tr

ol
s f

or
 p

ro
ce

ss
in

g 
in

vo
ic

es
. F

or
 e

xa
m

pl
e,

 st
aff

 sh
ou

ld
 

no
t p

ay
 in

vo
ic

es
 fr

om
 re

gi
on

al
 c

on
tr

ac
to

rs
 u

nt
il 

th
ey

 re
ce

iv
e 

w
rit

te
n 

no
tifi

ca
tio

n 
fr

om
 th

e 
pr

og
ra

m
 m

an
ag

er
 th

at
 th

e 
w

or
k 

bi
lle

d 
ha

s b
ee

n 
pe

rf
or

m
ed

, o
r u

nt
il 

th
ey

 h
av

e 
co

nd
uc

te
d 

an
 

in
de

pe
nd

en
t v

er
ifi

ca
tio

n.

Th
e 

Au
th

or
ity

 a
ss

er
ts

 th
at

 it
 d

ev
el

op
ed

 a
n 

in
vo

ic
e 

re
vi

ew
, 

ve
rifi

ca
tio

n,
 a

nd
 a

pp
ro

va
l p

ro
ce

ss
. I

n 
ad

di
tio

n,
 it

 p
ro

vi
de

d 
ev

id
en

ce
 sh

ow
in

g 
th

at
 in

vo
ic

es
 n

ow
 in

cl
ud

e 
co

ve
r s

he
et

s 
re

qu
iri

ng
 si

gn
at

ur
es

 fr
om

 b
ot

h 
th

e 
pr

og
ra

m
 m

an
ag

er
 a

nd
 th

e 
Au

th
or

ity
. F

ur
th

er
m

or
e,

 th
is

 p
ro

ce
ss

 is
 d

et
ai

le
d 

in
 th

e 
Au

th
or

ity
’s 

Co
nt

ra
ct

 A
dm

in
ist

ra
tio

n 
M

an
ua

l.

Co
m

pl
et

ed
 H

ow
ev

er
, w

e 
ha

ve
 

no
t c

on
du

ct
ed

 fo
llo

w
‑u

p 
w

or
k 

to
 d

et
er

m
in

e 
w

he
th

er
 th

e 
Au

th
or

ity
 is

 n
ow

 fo
llo

w
in

g 
th

e 
pr

oc
es

s i
t h

as
 e

st
ab

lis
he

d.

To
 e

ns
ur

e 
th

at
 it

 d
oe

s n
ot

 m
is

us
e 

pu
bl

ic
 fu

nd
s a

nd
 c

an
 h

ol
d 

co
nt

ra
ct

or
s a

cc
ou

nt
ab

le
, t

he
 A

ut
ho

rit
y 

sh
ou

ld
 a

dh
er

e 
to

 th
e 

co
nd

iti
on

s o
f i

ts
 c

on
tr

ac
ts

 a
nd

 w
or

k 
pl

an
s, 

an
d 

m
ak

e 
an

y 
am

en
dm

en
ts

 a
nd

 m
od

ifi
ca

tio
ns

 in
 w

rit
in

g.

Th
e 

Au
th

or
ity

 a
m

en
de

d 
its

 c
on

tr
ac

t w
ith

 A
EC

O
M

 to
 in

cl
ud

e 
Vi

si
on

 C
al

ifo
rn

ia
 w

or
k.

Th
e 

Au
th

or
ity

 a
m

en
de

d 
its

 c
on

tr
ac

t w
ith

 P
ar

so
ns

-B
rin

ke
rh

off
 

(P
B)

 re
qu

iri
ng

 a
n 

au
di

t-
ad

ju
st

ed
 fi

el
d 

ra
te

 fo
r s

ta
ff 

co
‑lo

ca
te

d 
w

ith
 th

e 
Au

th
or

ity
 a

nd
 u

si
ng

 a
ut

ho
rit

y 
fa

ci
lit

ie
s. 

An
 

“a
ud

it‑
ad

ju
st

ed
 fi

el
d 

ra
te

” i
s a

 d
is

co
un

te
d 

ov
er

he
ad

 ra
te

 u
se

d 
w

he
n 

co
ns

ul
ta

nt
s u

se
 c

lie
nt

 fa
ci

lit
ie

s.

Th
e 

Au
th

or
ity

 in
di

ca
te

s t
ha

t E
rn

st
 &

 Y
ou

ng
 a

ud
ite

d 
PB

’s 
ov

er
he

ad
 ra

te
s.

Co
m

pl
et

ed
:  

Am
en

dm
en

t t
o 

AE
CO

M
 c

on
tr

ac
t w

as
 fi

na
liz

ed
 

on
 Ju

ne
 2

2,
 2

01
0.

Am
en

dm
en

t w
as

 a
pp

ro
ve

d 
on

 
Se

pt
em

be
r 1

0,
 2

01
0.

To
 b

et
te

r d
et

er
m

in
e 

if 
pa

ym
en

t c
on

tr
ol

s a
re

 im
pl

em
en

te
d,

 th
e 

Au
th

or
ity

 sh
ou

ld
 e

ns
ur

e 
th

at
 it

s w
rit

te
n 

po
lic

ie
s a

nd
 p

ro
ce

du
re

s 
re

fle
ct

 in
te

nd
ed

 c
on

tr
ol

s o
ve

r i
nv

oi
ce

 p
ro

ce
ss

in
g 

an
d 

off
er

 
su

ffi
ci

en
t d

et
ai

l t
o 

gu
id

e 
st

aff
. T

he
se

 p
ro

ce
du

re
s s

ho
ul

d 
in

cl
ud

e 
st

ep
s f

or
 d

oc
um

en
tin

g 
im

pl
em

en
ta

tio
n 

of
 in

vo
ic

e 
co

nt
ro

ls
.

Th
e 

Au
th

or
ity

 a
m

en
de

d 
its

 C
on

tr
ac

t A
dm

in
ist

ra
tio

n 
M

an
ua

l 
to

 in
cl

ud
e 

de
ta

ile
d 

pr
oc

ed
ur

es
 fo

r i
m

pl
em

en
ta

tio
n 

of
 in

vo
ic

e 
re

vi
ew

 a
nd

 d
oc

um
en

ta
tio

n 
of

 in
vo

ic
e 

co
nt

ro
ls

.

Co
m

pl
et

ed


