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Transportation Planning 
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From: MARSUE MORRILL, Chief 
External Audits - Contracts 
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Subject: AUDIT OF SOUTHERN CALIFORNIA REGIONAL RAIL AUTHORITY 

Attached is the audit report pertaining to the audit performed on Southern California Regional 
Rail Authority, relative to funding received from Caltrans using Proposition lB (Prop lB) Trade 
Corridors Improvement Funds. The name of the project audited is "New Siding on the Antelope 
Valley Line," EA No. F002BA. The Prop lB programmed amount was $7,200,000. The audit 
was for the period of September 30, 2009 through March 31 , 2014. 

As required by the Governor's Executive Order S-02-07 and SB88, the expenditures of bond 
proceeds and outcomes are subject to audit. The audit was performed by the State Controller 's 
Office on behalf of Caltrans. Deputy Directive 100-Rl , "Departmental Responses to Audit 
Reports" cites responsibilities of Division Chiefs relative to audits performed. 

The attached report found that all costs are unallowable because the project costs were outside 
the scope identified in the project's baseline agreement. If the scope of the baseline agreement is 
amended, a second finding will then apply. Finding 2 identified costs that were unallowable 
because they were incurred prior to the period of performance. Please provide A&I a corrective 
action plan on the findings within 90 days of the audit report date. 

Ifyou have any questions please contact Luisa Ruvalcaba, Audit Manager, at (9 16) 323-7888. 
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c: 	 Stephen Maller, Deputy Director, California Transportation Commission 
Teresa Favila, Assistant Deputy Director, California Transportation Commission 
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Dawn Cheser, Prop 1 B Coordinator, Transportation Planning 
Luisa Ruvalcaba, Audit Manager, Audits and Investigations 
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lo enhance California seconomy and livability" 
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March 20, 2015 

Marsue Morrill, Chief 
Audits and Investigations 
California Department ofTransportation 
P.O. Box 942874 
Sacramento, CA 92474-0001 

Dear Ms. Morrill: 

The State Controller's Office (SCO) audited the Southern California Regional Rail Authority's 
(implementing agency) financial management system relative to projects funded and reimbursed 
by Proposition lB bond funds during the audit period of September 30, 2009, through March 31, 
2014. 

The SCO performed the audit in accordance with generally accepted government auditing 
standards and based on audit procedures performed, we determined that the implementing 
agency's accounting system and internal controls do appear adequate to accumulate and 
segregate reasonable, allocable, and allowable project costs as required by Title 2, Code of 
Federal Regulations, Part 225, and California Department of Transportation (Caltrans) and 
Transportation Commission (Commission) program guidelines and agreements. 

We audited the Proposition lB bond-funded project-Trade Corridors Improvement Fund, 
EA No. F002BA/P2525-0008, New Siding on the Antelope Valley Line-and determined that: 

• 	 The implementing agency complied with applicable federal and state procurement 
requirements as required by Title 49, Code ofFederal Regulations, Part 18, and/or California 
Public Contract Code sections 10140-10141. 

• 	 The project costs incurred and reimbursed were not in compliance with required Caltrans and 
Commission program guidelines, procedures, agreements, or approved amendments; contract 
provisions; and/or applicable state and federal laws and regulations. 

• 	 The project deliverables (outputs) and outcomes were not consistent with the project scope, 
schedule, and benefits described in the executed project baseline agreements or approved 
amendments thereof. 



Marsue Morrill, Chief -2- March 20, 2015 

Schedule 1 of this report is a summary of project costs programmed, approved, expended, and 
audited during the audit period. 

Our audit found that all costs of $4,771 ,642 are unallowable because the project costs incurred 
and billed are outside the scope identified in the project's baseline agreement. However, if the 
scope of the baseline agreement is amended, Finding 2 identifies unallowable costs of 
$143,837.43 

If you have any questions, please contact Andrew Finlayson, Chief, State Agency Audits Bureau, 
by telephone at (916) 324-6310. 

Sincerely, 

Original signed by 

JEFFREY V. BROWNFIELD, CPA 
Chief, Division of Audits 

JVB/mh 

Attachment 

cc: Roderick Diaz, Interim Chief Planning and Project Delivery Officer 
Southern California Regional Rail Authority 

Luisa Ruvalcaba, Audit Manager 
Audits and Investigations 
California Department ofTransportation 

Jan Goto, Audit Manager 
Division ofAudits - Bond Unit 
State Controller's Office 

Tina Bui, Auditor 

Division of Audits - Bond Unit 

State Controller's Office 
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Audit Request No. ?2525-0008 
Southern California Regional Rail Authority Trade Corridors Improvement Fund Program 

Revised Audit Report 

Summary 

Background 

The State Controller's Office (SCO) audited the Southern California 
Regional Rail Authority's ( implementing agency) financial management 
system relative to projects funded and reimbursed by Proposition 1 B 
bond funds during the audit period of September 30, 2009, through 
March 31, 2014. 

The SCO performed the audit in accordance with generally accepted 
government auditing standards and based on audit procedures performed, 
we determined that the implementing agency's accounting system and 
internal controls do appear adequate to accumulate and segregate 
reasonable, allocable, and allowable project costs as required by Title 2, 
Code of Federal Regulations, Part 225 (2 CFR 225), and California 
Department ofTransportation (Caltrans) and Transportation Commission 
(Commission) program guidelines, procedures, agreements, or approved 
amendments. 

We audited the Proposition 1 B bond-funded project-Trade Corridors 
Improvement Fund, EA No. F002BA/ P2525-0008, New Siding on the 
Antelope Valley Line-and determined that: 

• 	 The implementing agency complied with applicable federal and state 
procurement requirements as required by Title 49, Code of Federal 
Regulations, Part 18 (49 CFR 18), and/or California Public Contract 
Code sections 10140-10141. 

• 	 The project costs incurred and reimbursed were not in compliance 
with required Caltrans and Commission program guidelines, 
procedures, agreements, or approved amendments; contract 
provisions; and/or applicable state and federal laws and regulations. 

• 	 The project deliverables (outputs) and outcomes were not consistent 
with the project scope, schedule, and benefits described in the 
executed project baseline agreements or approved amendments 
thereof. 

We audited costs totaling $6,870,283.83 for the Trade Corridors 
Improvement Fund, New Siding on the Antelope Valley Line project for 
the audit period. 

Our audit found that all costs are unallowable because the project costs 
incurred and billed are outside of scope identified in the project's 
baseline agreement. However, if the baseline is amended, then Finding 2 
will apply. 

In accordance with Caltrans and Commission executed project 
agreement(s) or approved amendments, EA No. F002BA/P2525-0008, 
New Siding on the Antelope Valley Line, was programmed and 
approved to receive $7,200,000 in Proposition I B bond funds, for one or 
more phases of work, under the Trade Corridors Improvement Fund 
program. 

-1

http:6,870,283.83


Audit Request No. ?2525-0008 
Southern California Regional Rail Authority Trade Corridors Improvement Fund Program 

Objectives, Scope, 
and Methodology 

The implementing agency is responsible for implementation and 
successful completion of each project component and activities as 
defined in the project's baseline agreement. The project's completion 
date was December 14, 20 12. 

The SCO audited the implementing agency's financial management 
system relative to projects funded and reimbursed by the Proposition I B 
Bond Fund during the audit period of September 30, 2009, through 
March 31, 2014. 

The objectives of our audit were to determine whether: 

• 	 The implementing agency's accounting system and internal controls 
were adequate to accumulate and segregate reasonable, allocable, 
and allowable project costs as required by 2 CFR 225, and Caltrans 
and Commission program guidelines, procedures, project 
agreements, or approved amendments. 

• 	 The implementing agency complied with applicable federal and state 
procurement requirements as required by 49 CFR 18, California 
Public Contract Code sections 10140-10141, and/or provisions 
stated in the contract. 

• 	 The project costs incurred and reimbursed were in compliance with 
required Caltrans and Commission program guidelines, procedures, 
agreements, or approved amendments; contract provisions; and/or 
applicable state and federal laws and regulations. 

• 	 The project deliverables (outputs) and outcomes were consistent with 
the project scope, schedule, and benefits described in the executed 
project baseline agreements or approved amendments thereof. 

To achieve our audit objectives, we performed the foJJowing audit 
procedures: 

• 	 Reviewed the implementing agency's prior audits and single audit 
reports; 

• 	 Reviewed the implementing agency' s written policies and 
procedures relating to accounting systems, construction project 
management, and contract management; and 

• 	 Interviewed employees, completed the internal control questionnaire, 
and performed a system walk-through in order to gain an 
understanding of the implementing agency's internal controls, 
accounting systems, timekeeping and payroll systems, and bill ing 
processes related to transportation projects; specifically, projects 
funded by Proposition 1 B. 

For the project(s) under review, we performed the following audit 
procedures: 
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Audit Request No. ?2525-0008 
Southern California Regional Rail Authority Trade Corridors Improvement Fund Program 

Conclusion 

• 	 Obtained project files and reviewed preliminary information to 
ensure that the implementing agency complied with applicable state 
and federal procurement requirements; 

• 	 Obtained project expenditure reports, selected a sample of activities 
that were funded by Proposition I B, and obtained and reviewed 
supporting documentation to ensure that project expenditures were 
reasonable, allocable, and allowable in accordance with Caltrans and 
Commission program guidelines, procedures, agreements, and 
applicable state and federal requirements; 

• 	 Reviewed significant contract change orders to ensure that they were 
properly approved and supported; 

• 	 Reviewed project final reports, close-out documents, finance letters, 
and baseline agreements to ensure that variances or changes to the 
project' s scope, schedule, costs, and benefits were properly approved 
and supported; and 

• 	 Reviewed the project payment history fi le and/or invoices sent to the 
Caltrans accounting office to ensure that the implementing agency 
properly prepared and/or billed Caltrans for reimbursement of 
project expenditures as required by Caltrans' local assistance 
procedures. 

We conducted this perfonnance 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. 

We did not audit the implementing agency's financial statements. We 
limited our audit scope to planning and performing audit procedures 
necessary to achieve our audit objectives. 

Our audit found that all costs are unallowable because the project costs 
incurred and billed are outside of the scope identified in the project's 
baseline agreement. 

We audited the Proposition 1B bond-funded project-Trade Corridors 
Improvement Fund, EA No. F002BA/P2525-0008, New Siding on the 
Antelope Valley Line-and determined that: 

• 	 The implementing agency complied with applicable federal and state 
procurement requirements required by 49 CFR 18, California Public 
Contract Code sections I 0140-1 0141, and/or provisions stated in the 
contract. 
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Audi/ Reques/ No. ?2525-0008 
Southern California Regional Rail Authority Trade Corridors Improvement Fund Program 

Views of 
Responsible 
Officials 

Restricted Use 

• 	 The project costs incurred and reimbursed were not in compliance 
with required Caltrans and Commission program guidel ines, 
procedures, agreements, or approved amendments; contract 
provisions; and/or applicable state and federal laws and regulations. 

• 	 The project deliverables (outputs) and outcomes were not consistent 
with the project scope, schedule, and benefits described in the 
executed project baseline agreements or approved amendments 
thereof. 

Finding 2 will apply if the baseline agreement is amended. 

We issued a draft report on January 20, 2015. Roderick Diaz, Interim 
Chief Planning and Project Delivery Officer, responded by letter dated 
February 6, 2015, explaining SCRRA's position regarding the audit 
findings. The final audit report includes the response. 

This report is solely for the information and use of Southern California 
Regional Rail Authority, Caltrans, and the SCO; it is not intended to be 
and should not be used by anyone other than these specified parties. This 
restriction is not intended to limit distribution of this report, which is a 
matter of pub I ic record. 

Original signed by 

JEFFREY V. BROWNFIELD, CPA 
Chief, Division of Audits 

March 20, 2015 
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Audit Request No. ? 2525-0008 
Southern California Regional Rail Authority Trade Corridors Improvement Fund Program 

Schedule 1
Summary of Project Costs 


Approved, Expended, and Audited 

September 30, 2009, through March 31, 2014 


Project No./EA No.: P2525-0008/EA No. F002BA 

Project Information: Trade Corridors Improvement Fund, New Siding on the Antelope Valley Line 

Project Financial Information: 

Phases Reimbursed by 
Proposition I B Bond Fund 

Construction 

Total 

Programmed 
and Approved 

$ 7,200,000.00 

$ 7,200,000.00 

Expended 

$ 6,870,283 .83 

$ 6,870,283.83 

Audited Variance 

$ 6,870,283.83 $ 329,716. l 7* 

$ 6,870,283.83 $329,7 16.17* 

Findings 

1, 2 

Project Delivery Baseline: 

Project Phase(s): Baseline Approved Actual Audited 

Beginning Construction 09130109 08/27/ 10 02/07/11 
End Construction 12/30/10 03/30/1 1 02/27/12 
Beginning Closeout 12/30/10 12/30/10 02/27/1 2 
End Closeout 06/30/11 06/30/1 1 12/1 4/ 12 

1 Unallowable costs of$4,771,642. 

2 If baseline agreement is amended, unallowable costs of$143,837.43. 


* The variance of$329,716. 17 should be deobligated by the implementing agency. 

-5

http:of$143,837.43


Audit Request No. P2525-0008 
Southern California Regional Rail Authority Trade Corridors Improvement Fund Program 

Findings and Recommendations 

FINDING 1
Unallowable 
project costs 

Audited 
Total 

Project Reimbursement 

Costs Rat io 

Our audit found that all costs claimed and reimbursed for the Trade 
Corridor Improvement Fund (TCIF), New Siding on the Antelope Valley 
Line project are unallowable because the project was done outside of the 
scope identified in the baseline agreement and approved amendments. 
The implementing agency incurred costs totaling $9,742,022. The 
authority billed unallowable project costs totaling $4,77 1,642, or 48.98% 
of the total costs incurred. 

The project costs are unallowable because the work on the proj ects was 
done between milepost (MP) 41.6 and MP 43.2, for 8,448 lineal feet, and 
another smaller portion was done at MP 61.2, for 240 lineal feet. We 
conducted a tour of the project on May 1, 20 I 4, with agency staff. We 
documented the basic tour and identified the MPs of the project based on 
the tour. We confirmed the MPs of the project with the proj ect manager. 
Both of the pieces of the project totaling 8,688 lineal feet are outside of 
the specific MPs identified in the baseline agreement. 

The following table summarizes the audited project costs, the net billed 
for reimbursement, 
Proposition 1 B costs: 

the unallowable costs, and the unallowable 

Propos ~io11 lB 
Net Billed for 

Reimbursement 
Unallowable 

Costs 

Eligible 
Project 

Costs 

Reimbursement 

Ratio 

Allowable for 

Proposition I B 
Reimbursement 

Unallowable 
P roposition IB 

Costs 
(a) 	 (b) (c) (d) (e) (f) (g) (h) 

(a*b2 (e*!2 (g-c)~ 

$ 9,742,022 48.98% 	 $ 4,771 ,642 $ (9,742,022) $ 48.98% $ $ (4,77 1,642) 

The TCIF guidelines, dated November 27, 2007, indicate that the project 
baseline agreement will set forth the project scope, benefits, delivery 
schedule, and the project budget and funding. 

The proj ect programming request incorporated into the baseline 
agreement, dated August 27, 2008, identifies the scope of the project. 
The scope of the project is between MPs 44 and 61, between Lang and 
Vincent, for up to 7,000 feet of track. 

Per TCIF policy, any changes to the approved baseline agreement (which 
sets the scope, cost, schedule) must be approved by a California 
Transportation Commission (CTC) action. The scope of the project is not 
consistent with what was approved in the baseline agreement. 
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Audit Request No. P2525-0008 
Southern California Regional Rail Authority Trade Corridors Improvement Fund Program 

FINDING2
Ineligible and 
unallowable 
project costs 

Recommendation 

We recommend that the implementing agency work with Caltrans to 
resolve the unallowable costs totaling $4, 771,642. 

Southern Californ ia Regional Rail Authority's Response 

In summary, management does not concur with the finding that all costs 
are unallowable because the project was done outside of the scope of the 
project. Management contends that that scope as defined by the State 
Controller's Office in the revised draft report is limited to an 
unreasonably narrow definition of location, which would not have 
allowed for achievement of project objectives. 

SCO Response 

The finding and recommendation remains unchanged. All costs are 
unallowable because the project costs incurred and billed are outside the 
scope identified in the proj ect's baseline agreement. The implementing 
agency should work with Caltrans to resolve the unallowable costs 
totaling $4,771,642. 

Finding 2 will apply if the baseline agreement is amended. 

We audited costs totaling $6,870,283.83 for the Trade Corridors 
Improvement Fund, New Siding on the Antelope Valley Line project for 
the audit period. 

We found that costs totaling $143,837.43 are ineligible. Costs are 
unallowable because the authority claimed costs that were incurred prior 
to the period of performance indicated in the baseline agreement. 

Recommendation 

We recommend that the implementing agency work with Caltrans to 
resolve the unallowable costs totaling $ 143,837.43. 

Southern California Regional Rail Authority's Response 

The implementing agency concedes that certain expenditures were made 
prior to the period of performance specified in the project documents and 
will promptly repay such amounts upon request. 

SCO Response 

The implementing agency has agreed to promptly repay $ 143,837.43 of 
unallowable costs which were claimed and reimbursed. These costs 
were incurred prior to the period of performance indicated in the baseline 
agreement. 
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Audit Request No. ?2525-0008 
Southern California Regional Rail Authority Trade Corridors Improvement Fund Program 

Attachment 

Auditee's-Response 


to Draft Audit Report 
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METROLINI<. 


Soothem C<ilffornin Rogional Rai Author•y 

February 6, 2015 

Mr. Jeffrey V. Brownfield 
Chief, Division of Audits 
State Controller's Office 
P.O. Box 942850 
Sacramento, CA 94250-5874 

Re: 	 Management Response to Draft Revised Audit Report dated January 2015 on EA No. F002BA/P2525
0008 . 

Dear Mr. Brownfield: 

On behalf of the Southern California Regional Rail Authority (SCRRA), I am submitting comments responding 
to the draft audit report as prepared by the California State Controller's Office (SCO) of the Proposition 1 B 
Bond-Funded Project- Trade Corridors Improvement Fund, EA No. F002BA/P2525-0008, New Siding on the 
Antelope Valley Line (the "Project") for the audit period of September 30, 2009, through March 31, 2014. 

The comments have been prepared by management in response to the ·finding and conclusions noted on 
pages six and seven of the draft revised audit report dated January 2015. The responses to the findings and 
recommendations are reflected on the attached SCRRA Management Response to the Trade Corridors 
Improvement Fund Program Draft Report. 

In summary, management does not concur with the first finding, that all costs are unallowable because the 
Project was done outside of the scope identified in the baseline agreement. Management contends that the 
scope as defined by the State Controller's Office in the draft report utilizes an unreasonably narrow definition of 
location which would not have allowed for achievement of project objectives. As to the second finding, the 
Authority concedes that. certain expenditures were made prior to the period of performance specified in the 
1-'roject documents and will promptly repay such amounts upon request in resolution of this finding. 

The Authority requests the State defer issuance of the audit report to permit the Project participants to enter 
into an amendment to the Baseline Agreement and related Project documents, to allow those documents to 
more accurately reflect the Project participants' expectations taking into account the course of conduct 
throughout the duration of the Project. · 

We appreciate your time and consideration in this process and we will work with you to resolve outstanding 
findings. 

Sincerely, 

/~f/·A" .. · · ··~-a·~ 
Sam Joumblat 
Interim Chief Executive Officer 

cc: 
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SCRRA Management Response 
February 6, 2015 
Page 2of 5 

MarSue Morrill 
Chief, Audits and Investigations 
California Department of Transportation 

Luisa Ruvalcaba 
Audit Manager, Audits and Investigations 
California Department of Transportation 

Jeffrey V. Brownfield, CPA 

Chief, Division of Audits 

State Controller's Office 


Jan Goto 
Audit Manager, Division of Audits - Bond Unit 
S tate Controller's Office 

Rosa Gonzalez 
Auditor-in-Charge, Division of Audits - Bond 

· Unit State Controller's Office · 

Southern California Regional Rail Authority 
Shawn Nelson 


Chair, Board of Directors 

SCRRA 


Sam Joumblat 

Interim Chief Executive Officer 

SCRRA 


Don 0. Del Rio 

General Counsel 

SCRRA 


William Garrett 

Senior Legal Counsel 

SCRRA 


Roderick Diaz 
Interim Chief Planning and Project Delivery 
Officer 
SCRRA 

Anne Louise Rice 

Assistant Director, Grants 


°"8GolowayF!aza,Aoor12 loaA1194IB1,CA90012 T l213)45~200 m&tmlfnktralns.com · 
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SCRRA Management Response 
February 6, 2015 
Page 3 of 5 

SCRRA Management Response to the Trade Corridors Improvement Fund 

Program Draft Report 


In response to The State Controller's Office audit of the Proposition 1 B bond-funded project 'Trade Corridors 
Improvement Fund, EA No. F002BNP2525-0008, New Siding on the Antelope Valley Une" The Authority notes 
that the conclusions identified on page 3 of the audit report could benefit from some attention. The first 
sentence is not a conclusion, but a restatement of a fact duplicated in the summary. The final sentence of the 
conclusion is a largely unsupported overstatement that may be remotely related to finding 2. The Authority 
strongly objects to the inclusion of this sentence in the final report. Lastly, we note that the audit report no 
longer contains a page number 4 or such page was omitted from the copy provided to the Authority. 

More substantively, Southern California Regional Rail Authority's Management has provided responses below 
to the specific audit findings: 

Findings from the State Controller's Office Report: 

Finding 1 
Our audit found that all costs claimed and reimbursed for the Trade Corridor Improvement Fund (TCIF), 
New Siding on the Antelope Valley Line project are una/lowable because the project was done outside 
of the scope identified in baseline agreement and approved amendments. 

Response: 
The Southern California Regional Rail Authority (SCRRA) strongly disagrees with this finding because it does 
not take into account the phases of the Project,. including application, planning and implementation. As a 
result, the audit report ignores the evolution of the Project and related documents as well as the extensive 
course of conduct of the Project participants, namely the State of California, Department of Transportation 
(Caltrans) .and SCRRA The costs incurred and billed on the Project are not outside the scope identified in the 
Project Baseline Agreement (PBA} and SCRRA fully intends to seek amendment of the Project documents to 
clarify any confusion in this regard. 

The Project Study Report (PSR) is the initial scoping document for the Project and is incorporated by reference 
into the PBA. These documents are prepared at the project application phase, in this case in 2008, before any 
project definition or any design work is completed, with the sole intended purpose to demonstrate that a project 
can be planned and implemented to qualify for TCIF construction funds. While the title of the PSR referenced 
"MP 44 to MP 61," a substantial number of subsequent Project documents make no direct reference to the mile 
post designation of the site of the sid ing. See, for instance, the Program Supplement titled 'Agreemenr• dated 
June 7, 2011. The State's own Project ti tle, ' EA No. F002BAfP2525-0008, New Siding on the Antelope Valley 
Line" similarly makes no reference to mile post designations. Notwithstanding these facts, the audit report 
asserts that, because the ending point of the newly constructed siding is a fraction of a mile south of the 
beginning point of 17 mile area specified as the site in the early pre-study contract documents, the substantial 
benefit conferred by the Project is somehow negated and SCRRA should forfeit all TCIF funds committed on 
the Project. 

Notwithstanding the title, the PSR itself described the Project need more broadly. The PSR discussed the 
constriction that exists throughout the 51-mile single track portion of the Antelope Valley (AV) Line between MP 
11.1 and MP 62.1. See PSR Project Description, page 2. This section of track has only 9 widely-spaced 

Ono Gal.,,Y")' Raza. Floor 12 LQs Angel°' CA 90012 T [213) 462.0200 
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SCRRA Management Response 
February 6, 2015 
Page 4 of 5 

sidings, many of which are not long enough to hold a long freight train while Metrolink trains pass. The PSR 
described the need for a longer siding on the AV Line that would hold long freight trains. The PSR did not 
state specifically where the new siding would be located, but describes the most likely section of the AV Line 
for a new siding would be the north end of the single track section south of Vincent siding and likely between 
Vincent and Lang sidings. This would place it somewhere between MP 44.25 and MP 60.9. There are 17 
miles between MP 44 and MP 61 and the siding proposed by the Project was contemplated to be only 1.3 
miles in length. Clearly the milepost designations were not intended to convey a definitive location for the 
Project. In summary, the scope of the Project was to construct a new siding track on the AV line up to 7,000 
feet south of Vincent Grade/Acton Station to increase freight capacity and reduce travel time on this line. 

Further, the PBA contemplates refinement of the Project, including the scope, and directs that all Project
related documents be mal!e available to the California Transportation Commission (CTC) or its designed 
representative. These documents were made available to and referenced in discussions with Caltrans 
throughout the duration of the Project. The Project evolved over time, as evidenced in the Project Definition 
Report, bid documents and quarterly reports. The location of the Project, as indicated by mileposts, was 
documented and reported regularly. The final Project Delivery Report (attached) explains the differences 
between the Project Baseline Agreement and the final Project, as constructed. 

Although SCRRA used "MP 44 to MP 61" description In the early stage Project documents, it did so to 
.represent a general location where a new siding might be placed and without the benefit of technical and 
feasibility analysis. A great deal of study and engineering was performed between the time the CTC approved 
the Project for programming in 2006 and the CTC's allocation of funds for construction of the Project in 2011. 
A Project Definition Report dated December 2008 documented analysis of five possible alternative siding 
locations and determined the best location followed by a final design of what was constructed. This report was 
part of the working file on the Project and informed the bid document, as well as site visits and quarterly reports 
of progress on the Project. At no time during the course of Project development or execution did any 
representative of the State request or even suggest that the PBA or PSR be amended. 

It should be noted that there are significant discrepancies within and between CTC and Caltrans' agreements. 
A majority of the Project documents do not include mileposts references. The Project title presented in the 
CTC agendas, used tor Commission voting, does not include the mileposts in the title, and more importantly, 
neither does the Grant Agreement. Contract ·75A0377, prepared by Caltrans, does not include any reference 
to mileposts in either the title or description. Perhaps most importantly, the Master Agreement between 
SCRRA and Caltrans requires Caltrans to review the Project scope at quarterly meetings. Regular joint review 
resulted in continuous approvals from Caltrans, including through the reimbursement of Project costs. This 
strongly suggests that Caltrans viewed the Project in operational terms and did not view it as being strictly 
limited by references lo mileposts in the PSR and PBA, which are documents that predate the initiation of 
construction on the Project by more than three years. 

Taken together, the guidelines, agreements, or approved amendments, contract provisions and/or applicable 
State and Federal law require delivery of an operable project that satisfies State approved objectives. The 
Authority delivered a project that met, and in some cases, exceeded those objectives. Further, Caltrans was 
fully apprised throughout the project life, which complies with State requirements. 

SCRRA believes the Project should be evaluated in terms of outcome. SCRRA committed to the construction 
of additional siding capacity on Antelope Valley line. This was achieved consistent with Project scope. TCIF 
guidelines require documentation of the following outcome categories: 
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a. 	 Safety: Longer trains allow more goods to be hauled via rail instead of on trucks which reduces 
the opportunity for truck accidents. 

b. 	 Velocity: The longer siding increases capacity which allows trains to move more quickly and the 
average speed of a freight train, depending on conditions, has been increased to approximately 
30 mph. 

c. 	 Throughput: This metric projected freight growth of 25% which varies based on economic 
conditions and daily freight schedules. 

d. 	 Reliability: The siding allows freight trains to proceed without holding in this section of the line. 
e. 	 Congestion Reduction and Emissions Reduction: Vehicle Miles Traveled (VMT) and air 

emission reductions are projected for future years, beginning in 2020 and 2030, respectively. 

The Authority met or is anticipated to meet, and In some cases exceed, each of the outcomes described 
above. Nothing about the location selected for the Project, as determined by engineering analysis and un
objected to by the State, in any way compromised the outcomes delivered by SCRRA. 

Finding 2 
We found that costs totaling $143,837.43 are ineligible. Costs are unallowable because the authority 
claimod costs that woro incurrod prior to the period ofperformance indicated in the baseline agreement. 

Response: 
SCRRA concedes and regrets that the identified $143,837.43 of costs were billed to the State. The costs were 
incurred before the specified project period, as a result, such costs are unallowable under TCIF program 
guidelines and the applicable agreements. The Authority will promptly reimburse this amount to the State upon 
request. 

Summary 
SCRRA sincerely regrets not having sought an amendment to the Project Baseline Agreement when it was first · 
determined that the Project was optimally located 8/10ths of a mile outside the originally anticipated range. 
The Authority strongly believes that the outcomes the Authority provided meet and in some cases exceed 
State requirements. The totality of the project record indicates that the State was regularly apprised of and 
involved In the Project development and execution, including the selected location. In the end, SCRRA 
delivered an operational project with tangible benefits that exceed the projected outcomes. Our oversight was 
in neglecting to formally amend details of the Project Baseline Agreement, certain details of which evolved over 
the course of the Project's execution. 

· The Authority respectfully suggests that TCIF program guidelines state that the program of projects can be 
amended at "any time." This appears to permit the amendment of project documents retroactively, if 
appropriate. The Authority intends to promptly pursue an amendment to the PBA and related project 
documents. The Authority requests the State defer issuance of the audit findings to permit the Project 
participants to enter into an amendment to the PBA and related project documents, to allow those documents 
to more accurately reflect the Project participants' expectations taking into account the course of conduct 
throughout the execution of the Project. 

The Authority will issue the State reimbursement in the amount of $143,837.43 upon request to resolve finding 
two of the audit report. 
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