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December 22, 2004   2004-­140 

The Governor of California 
President pro Tempore  of the Senate 
Speaker of the Assembly 
State Capitol 
Sacramento, California 95814 

Dear Governor and Legislative Leaders: 

As requested by the Joint LegislativeAudit Committee, the Bureau of StateAudits presents its audit report on the
Department of Transportation’s  (Caltrans) Toll  Bridge Seismic Retrofit Program (program). The report examines
the cost increases for the program between its budget established in 2001 and its August 2004 cost estimate, as
well as Caltrans’ project management practices for the program.

This report concludes that the $3.2 billion increase in estimated program costs and the four-­year   time delay
in the program occurred for many reasons, but the replacement of the San Francisco-­Oakland Bay Bridge’s  
east span (East Span) was the largest   contributor,  with an estimated cost increase of $2.5 billion. However,  
only $930 million of the $3.2 billion cost increase relates to the bid for the superstructure of the East Span’s  
signature span;; the remainder is attributable to increases for other cost categories such as Caltrans’ support  costs
and the program contingency reserve, which rose by $556 million and $452 million, respectively.  According to
Caltrans, costs may rise even further as the contract to construct the superstructure for the East Span’s  signature
span has expired and Caltrans must now either rebid or redesign this section of the bridge.

Despite the East Span’s  extraordinary strategic, technical, and financial risks, Caltrans failed to create a risk
management plan, track risks that it identified,  or update its cost estimates and contingency reserve to reflect
those risks. Further,  Caltrans’ cost  update for theAugust 2004 report to the Legislature was its first program-­wide
update of cost estimates since April 2001. Finally,  as early as November 2003, when it reported the program’s  
financial status to the Federal Highway Administration, Caltrans should have known that the program would
experience large  cost overruns. At that time, Caltrans failed to recognize that it had only a year and a half of
support costs funding remaining though the program was to last eight more years, that the bid for the signature
span’s  superstructure would be much higher than its official estimate, and that its remaining program contingency
reserve of $122 million was inadequate given the uncertainty facing the program.

Respectfully submitted, 

ELAINE M. HOWLE 
State Auditor 
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3UMMARY� � 

)NTRODUCTION� � 

#HAPTER��
 

6OLATILE�-ARKETS�FOR�#ONTRACTOR�3ERVICES�AND� 
-ATERIALS��3CHEDULE�$ELAYS��AND�(IGHER� 
#ONTINGENCIES�,ED�TO�A�,ARGE�)NCREASE�IN� 
%STIMATED�0ROGRAM�#OSTS�� �� 

#HAPTER�� 

#ALTRANS��0ROJECT�-ANAGEMENT�0RACTICES�.EED� 
)MPROVEMENT� �� 

2ECOMMENDATIONS� �� 

!PPENDIX 

4IMELINE�OF�%VENTS�!FFECTING�THE�4OLL�"RIDGE� 
3EISMIC�2ETROlT�0ROGRAM� �� 

2ESPONSE 

"USINESS��4RANSPORTATION�AND�(OUSING�!GENCY� 
���$EPARTMENT�OF�4RANSPORTATION� �� 

#OMMENTS 

#ALIFORNIA�3TATE�!UDITOR�S�#OMMENTS�ON�THE� 
2ESPONSE�&ROM�THE�"USINESS��4RANSPORTATION� 
AND�(OUSING�!GENCY�� �� 

2ESPONSE 

-ETROPOLITAN�4RANSPORTATION�#OMMISSION� 
��"AY�!REA�4OLL�!UTHORTY� �� 
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!UDIT�(IGHLIGHTS������� 

/UR�REVIEW�OF�THE�$EPARTMENT� 
OF�4RANSPORTATION�S��#ALTRANS	� 
4OLL�"RIDGE�3EISMIC�2ETROlT� 
0ROGRAM��PROGRAM	�FOUND�THAT� 

 �#OST�ESTIMATES�HAVE� 
INCREASED������BILLION� 
SINCE�!PRIL�������INCLUDING� 
A������MILLION�PROGRAM� 
CONTINGENCY�RESERVE� 

 � !PPROXIMATELY������MILLION� 
OF�THE������BILLION�INCREASE� 
RELATES�TO�THE�-AY������ 
BID�FOR�THE�SUPERSTRUCTURE� 
OF�THE�SIGNATURE�SPAN�OF� 
THE�3AN�&RANCISCO
/AKLAND� 
"AY�"RIDGE�S�EAST�SPAN��%AST� 
3PAN	��THE�REMAINDER�IS� 
ATTRIBUTABLE�TO�OTHER�COST� 
CATEGORIES� 

 �6ARIOUS�FACTORS�HAVE� 
DRIVEN�COST�INCREASES� 
INCLUDING�VOLATILE�MARKETS� 
FOR�STEEL�AND�CONTRACTOR� 
SERVICES��A�LENGTHENING� 
OF�THE�%AST�3PAN�S� 
TIMELINE��AND�#ALTRANS�� 
PAST�EXPERIENCE�WITH�THE� 
PROGRAM��WHICH�IS�REmECTED� 
IN�CONTINGENCY�RESERVES� 

CONTINUED�ON�NEXT�PAGE������ 

2%35,43�).�"2)%& 

ANY�OF�#ALIFORNIA�S�LARGEST�AND�MOST�COMPLEX�BRIDGES� 
ARE�LOCATED�IN�AREAS�OF�HIGH�SEISMIC�RISK��SUCH�AS�THE�-3AN�&RANCISCO�"AY�!REA��"AY�!REA ��!FTER�THE������ 

,OMA�0RIETA�EARTHQUAKE��THE�,EGISLATURE�IMPOSED�HIGHER�SEISMIC� 
SAFETY�STANDARDS�FOR�PUBLICLY�OWNED�BRIDGES��AND�THE�$EPARTMENT� 
OF�4RANSPORTATION��#ALTRANS	�ALREADY�HAS�RETROlTTED�MOST�OF�THEM�� 
#ALTRANS�DETERMINED�THAT�SEVEN�STATE
OWNED�TOLL�BRIDGES�WOULD� 
NEED�SEISMIC�RETROlTTING��&OR�THE�3AN�&RANCISCO
/AKLAND�"AY� 
"RIDGE��"AY�"RIDGE	��#ALTRANS�DECIDED�THAT�THE�WEST�SPAN�NEEDED� 
RETROlTTING�AND�THE�EAST�SPAN��%AST�3PAN	�NEEDED�REPLACING� 
IN�ORDER�TO�SATISFACTORILY�SERVE�AS�A�hLIFELINE�STRUCTURE�v�WHICH� 
CONTINUES�IN�SERVICE�AFTER�AN�EARTHQUAKE��#ALTRANS�������COST� 
ESTIMATE�TO�COMPLETE�ALL�THIS�WORK��ESTABLISHED�BY�#HAPTER������ 
3TATUTES�OF������!SSEMBLY�"ILL�������!"�����	�AMOUNTED� 
TO������BILLION��INCLUDING�A������MILLION�PROGRAM�CONTINGENCY� 
RESERVE�TO�COVER�UNFORESEEN�COSTS��!T�THAT�TIME��#ALTRANS� 
PROJECTED�THAT�THE�PROGRAM�WOULD�BE�COMPLETED�IN�������BUT� 
NOW�THE�PROGRAM�FACES�A�lNANCIAL�CRISIS�AND�IS�JEOPARDIZED�BY� 
SHARP�INCREASES�IN�COST�ESTIMATES�AND�MAJOR�SCHEDULE�DELAYS��)N� 
!UGUST�������#ALTRANS�INFORMED�THE�,EGISLATURE�THAT�THE�PROGRAM� 
COULD�COST������BILLION������BILLION�FOR�SPECIlC�PROJECTS�AND�A� 
�����MILLION�CONTINGENCY�RESERVE�FOR�POSSIBLE�COST�INCREASES�ON� 
THOSE�PROJECTS�AND�WOULD�BE�COMPLETED�NO�SOONER�THAN������� 

4HE�LARGEST�CONTRIBUTOR�TO�THE�ESTIMATED������BILLION�COST� 
INCREASE�HAS�BEEN�THE�%AST�3PAN�COMPONENT�KNOWN�AS�THE� 
SIGNATURE�SPAN��/F�THIS������BILLION�������MILLION�IS�ATTRIBUTABLE� 
TO�THE�-AY������BID�TO�BUILD�THE�SUPERSTRUCTURE�OF�THE�SIGNATURE� 
SPAN��4HE�REMAINING������BILLION�IS�DUE�TO�FACTORS�UNRELATED� 
TO�THE�SUPERSTRUCTURE�BID��SUCH�AS������MILLION�IN�ADDITIONAL� 
#ALTRANS�SUPPORT�COSTS�AND�THE�NEED�FOR�A������MILLION� 
PROGRAM�CONTINGENCY�RESERVE�ABOVE�THE������BILLION�#ALTRANS� 
HAS�ALLOCATED�TO�SPECIlC�PROJECTS��)NCREASED�TIMELINES�AND� 
SCHEDULE�DELAYS�IN�CONTRACTING�FOR�THE�SIGNATURE�SPAN� 
HAVE�BEEN�THE�GREATEST�FACTORS�IN�PUSHING�OUT�THE�PROGRAM�S� 
ESTIMATED�COMPLETION�DATE��&URTHER�AFFECTING�THE�STEEP�RISE�IN� 
COST�ESTIMATES�HAS�BEEN�THE�UNPARALLELED�NATURE�OF�RETROlTTING� 
SUCH�COMPLEX�BRIDGES��#ALTRANS�INDICATES�THAT�NOWHERE�IN�THE� 
WORLD�HAVE�BRIDGES�AS�COMPLEX�BEEN�DESIGNED�OR�BUILT�TO�TODAY�S� 

#ALIFORNIA�3TATE�!UDITOR�2EPORT�����
���� ��
 



�#ALIFORNIA�3TATE�!UDITOR�2EPORT�����
���� �

#ALTRANS�NEGLECTED�SEVERAL� 
IMPORTANT�ASPECTS�OF�GENERALLY� 
ACCEPTED�STANDARDS�FOR�PROJECT� 
MANAGEMENT��3PECIlCALLY� 

 �#ALTRANS�DID�NOT�CREATE� 
A�COMPREHENSIVE�RISK� 
MANAGEMENT�PLAN�FOR� 
THE�%AST�3PAN��AND� 
LACKED�PROCESSES�TO� 
IDENTIFY��TRACK��AND� 
QUANTIFY�RISKS�THROUGHOUT� 
THIS�PROJECT�S�LIFE� 

 �#ALTRANS��COST�UPDATE�FOR� 
THE�!UGUST������REPORT� 
TO�THE�,EGISLATURE�WAS�ITS� 
lRST�PROGRAM
WIDE�UPDATE� 
OF�COST�ESTIMATES�SINCE� 
!PRIL������ 

 #ALTRANS�FAILED�TO�DISCLOSE� 
INFORMATION�TO�THE� 
,EGISLATURE�ACCORDING�TO� 
THE�LAW�S�REGULAR�REPORTING� 
SCHEDULE�AND�DISCLOSED� 
HUGE�COST�OVERRUNS�LONG� 
AFTER�IT�SHOULD�HAVE�BEEN� 
AWARE�OF�THEM� 

 )N�.OVEMBER������� 
#ALTRANS��lNANCIAL�PLAN� 
UPDATE�TO�THE�&EDERAL� 
(IGHWAY�!DMINISTRATION� 
DID�NOT�REVEAL�THE�PROBABLE� 
EXTENT�OF�ESTIMATED� 
PROGRAM�COSTS��!T�THAT� 
TIME��BASED�ON�INTERNAL� 
REPORTS��#ALTRANS�SHOULD� 
HAVE�KNOWN�THAT�THE� 
PROGRAM�WAS�OVER�BUDGET� 

HIGH�SEISMIC�STANDARDS��4HIS�UNPRECEDENTED�RETROlT�PROGRAM�HAS� 
CREATED�COST�UNCERTAINTY�BY�LIMITING�THE�ABILITY�TO�DRAW�FROM�PAST� 
EXPERIENCES�AND�TO�EMPLOY�TRADITIONAL�ESTIMATING�PRACTICES�� 

-ANY�FACTORS�AFFECTED�THE�RISING�COST�ESTIMATES�TO�COMPLETE� 
THE�PROGRAM��)T�IS�DIFlCULT�TO�ATTRIBUTE�DOLLAR�EFFECTS�TO�SPECIlC� 
CAUSES�BECAUSE�OF�THIS�MULTIPLICITY�OF�FACTORS�AND�THE�PROPRIETARY� 
NATURE�OF�THE�DATA�SUPPORTING�CONTRACTORS��BIDS��#ALTRANS�� 
STANDARD�CONTRACT�PROVISIONS�LIMIT�ITS�ACCESS�TO�THE�INFORMATION� 
SUPPORTING�CONTRACTORS��BID�PRICES��)T�MAY�NOT�DISCLOSE�SUCH� 
INFORMATION��AS�IT�IS�ACKNOWLEDGED�TO�CONSTITUTE�TRADE�SECRETS� 
AND�IS�NOT�DEEMED�A�PUBLIC�RECORD��(OWEVER��OUR�ANALYSIS� 
SUGGESTS�THAT�VARIOUS�MARKET�AND�PROJECT�DEVELOPMENTS�HAVE� 
DRIVEN�THE�COST�INCREASES��6OLATILE�MARKETS�FOR�MATERIALS�AND� 
CONTRACTOR�SERVICES�HAVE�YIELDED�BIDS�THAT�INCLUDE�HIGHER�THAN� 
EXPECTED�STEEL�AND�CONTRACTOR�OVERHEAD�COSTS��#ALTRANS��EFFORTS� 
TO�INCREASE�COMPETITION�AMONG�CONTRACTORS�BY�EXTENDING�THE� 
ADVERTISEMENT�PERIOD�AND�EXTENDING�THE�PERIOD�TO�BUILD�THE� 
SIGNATURE�SPAN�S�SUPERSTRUCTURE�HAVE�LENGTHENED�THE�PROGRAM�S� 
TIMELINE��INCREASING�THE�PERIOD�DURING�WHICH�SUPPORT�SERVICES�ARE� 
REQUIRED�AND�ESCALATING�CAPITAL�COSTS�FOR�PROJECTS�NOT�YET�STARTED�� 
)N�ADDITION��#ALTRANS��EXPERIENCE�WITH�COSTS�OVERRUNS�AND�DELAYS� 
ON�THIS�PROGRAM�AND�OTHER�RECENT�BRIDGE�PROJECTS�HAVE�LED�IT�TO� 
INCREASE�CONTINGENCY�RESERVE�LEVELS�TO�COVER�THE�COST�OF�KNOWN� 
POTENTIAL�RISKS�AND�UNKNOWN�RISKS�FOR�INDIVIDUAL�PROJECTS�AND�THE� 
OVERALL�PROGRAM�� 

5NFORTUNATELY��THE�PROGRAM�S�COSTS�COULD�GO�HIGHER��#ALTRANS�� 
!UGUST������COST�ESTIMATES�ASSUMED�IT�WOULD�ACCEPT�A������BILLION� 
OFFER�TO�CONSTRUCT�THE�SIGNATURE�SPAN�S�SUPERSTRUCTURE��(OWEVER�� 
BECAUSE�#ALTRANS�LET�THIS�OFFER�EXPIRE��THE�PROGRAM�LIKELY�WILL� 
EXPERIENCE�FURTHER�DELAYS�AS�#ALTRANS�CONSIDERS�REBIDDING�OR� 
REDESIGNING�THIS�SECTION�OF�THE�%AST�3PAN��"ECHTEL�)NFRASTRUCTURE� 
#ORPORATION��"ECHTEL	��A�CONSULTANT�THAT�HELPED�#ALTRANS�DEVELOP� 
ITS�!UGUST������ESTIMATES��AGREED�WITH�#ALTRANS�THAT�FAILURE� 
TO�ACCEPT�THE�SUPERSTRUCTURE�BID�LIKELY�WOULD�DELAY�PROGRAM� 
COMPLETION�AND�LEAD�TO�HIGHER�COSTS�� 

-ANAGING�A�PROGRAM�OF�THIS�SIZE��COMPLEXITY��AND�COST�REQUIRES� 
A�CONSISTENTLY�HIGH�LEVEL�OF�DILIGENCE�IN�APPLYING�ACCEPTED� 
PROJECT�MANAGEMENT�PRACTICES��(OWEVER��#ALTRANS�HAS�NOT� 
FULLY�INCORPORATED�GENERALLY�ACCEPTED�STANDARDS�FOR�PROJECT� 
MANAGEMENT��4HIS�REPORT�CONSIDERS�#ALTRANS��EFFORTS�IN� 
MANAGING�PROJECT�RISK��COST��AND�COMMUNICATIONS�AREAS�IN� 
WHICH�IT�COULD�HAVE�GUIDED�THE�PROGRAM�BETTER�TO�ACHIEVE�THE� 
MAXIMUM�CHANCE�OF�SUCCESS��)N�THE�AREA�OF�RISK�MANAGEMENT�� 

��� #ALIFORNIA�3TATE�!UDITOR�2EPORT�����
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THE�REPORT�FOCUSES�ON�THE�%AST�3PAN��WHICH�ACCOUNTS�FOR� 
�����BILLION�OF�THE������BILLION�IN�COST�OVERRUNS�AND�THE� 
FOUR
YEAR�DELAY��!LTHOUGH�#ALTRANS�TOOK�STEPS�TO�IDENTIFY� 
AND�MITIGATE�RISKS�TO�THE�%AST�3PAN�PROJECT��SUCH�AS�HIRING� 
CONSULTANTS�TO�PERFORM�A�RISK�ASSESSMENT�IN�&EBRUARY�������IT� 
LACKED�A�COMPREHENSIVE�RISK�MANAGEMENT�PLAN�FOR�THE�%AST�3PAN�� 
7ITHOUT�A�RISK�MANAGEMENT�PLAN��#ALTRANS�NEVER�DElNED�ITS�RISK� 
MANAGEMENT�ACTIVITIES�FOR�THE�PROGRAM��!S�A�RESULT��#ALTRANS� 
LACKED�PROCESSES�TO�IDENTIFY��TRACK��AND�QUANTIFY�RISKS�THROUGHOUT� 
THE�PROJECT�S�LIFE�� 

)N�MANAGING�THE�PROJECT�S�COST��#ALTRANS�HAS�NOT�FOLLOWED� 
GENERALLY�ACCEPTED�COST�MANAGEMENT�PRACTICES�TO�ENSURE� 
THAT�THE�PROJECT�COULD�BE�COMPLETED�WITHIN�ITS������BUDGET�� 
APPROVED�BY�THE�,EGISLATURE�IN�!"�������#ALTRANS�DID�NOT� 
REGULARLY�UPDATE�ITS�COST�ESTIMATES�FOR�SOME�COMPONENTS� 
OF�THE�%AST�3PAN�OR�THE�ENTIRE�PROGRAM��INCLUDING�UPDATING� 
ESTIMATES�FOR�CAPITAL�AND�SUPPORT�COSTS��!LSO��#ALTRANS�DID�NOT� 
USE�INFORMATION�ABOUT�IDENTIlED�RISKS�TO�REGULARLY�REASSESS� 
ITS�CONTINGENCY�RESERVES�FOR�POTENTIAL�CLAIMS�AND�UNKNOWN� 
RISKS��&OR�EXAMPLE��#ALTRANS�INDICATED�TO�THE�&EDERAL�(IGHWAY� 
!DMINISTRATION��&(7!	�IN�&EBRUARY������THAT�ITS�PROGRAM� 
SUPPORT�COSTS�WOULD�BE������MILLION������MILLION�LESS�THAN�THE� 
!"������ESTIMATED�AMOUNT��(OWEVER��#ALTRANS��ACCOUNTING� 
RECORDS�SHOW�THAT�IT�ALREADY�HAD�SPENT������MILLION�IN�SUPPORT� 
COSTS�BY�/CTOBER�������LEAVING�ONLY������MILLION�TO�PAY�SUCH� 
COSTS�FOR�EIGHT�MORE�YEARS��THROUGH�������*UST�SIX�MONTHS� 
LATER��IN�!UGUST�������IT�RAISED�ITS�ESTIMATED�SUPPORT�COSTS�TO� 
�������BILLION��7ITHOUT�UPDATED�COST�ESTIMATES��#ALTRANS�� 
PROGRAM�MANAGERS�FORGO�THE�BENElTS�OF�A�DETAILED�OVERVIEW� 
OF�THE�PROGRAM�S�CAPITAL�AND�SUPPORT�COSTS�FOR�ALL�THE�BRIDGES�� 
&URTHER��#ALTRANS�INDICATES�THAT�SINCE�/CTOBER�������WHEN� 
!"������WAS�PASSED��ITS�ONLY�PUBLISHED�PROGRAM
WIDE�COST� 
UPDATE�WAS�THE�!UGUST������REPORT��WHICH�DISCLOSED�THE� 
�����BILLION�COST�OVERRUN��(AD�IT�BEEN�MONITORING�THE�PROGRAM�S� 
COSTS�REGULARLY��#ALTRANS�WOULD�HAVE�REALIZED�MUCH�EARLIER�THAT� 
THE�PROGRAM�WAS�EXCEEDING�ITS�BUDGET�UNDER�!"������� 

&INALLY��#ALTRANS�HAS�NEGLECTED�COMMUNICATIONS�PLANNING�AND� 
MANAGEMENT��FAILING�TO�INFORM�SIGNIlCANT�STAKEHOLDERS�REGULARLY� 
OF�RELEVANT�CHANGES�IN�ITS�ESTIMATES�OF�PROGRAM�COSTS�AND�COST� 
OVERRUNS��3TATE�LAW�REQUIRES�#ALTRANS�TO�PROVIDE�PERIODIC�STATUS� 
REPORTS�TO�THE�,EGISLATURE��BUT�#ALTRANS�PROVIDED�NO�STATUTORILY� 
REQUIRED�ANNUAL�STATUS�REPORT�FOR������AND�NO�STATUTORILY�REQUIRED� 
QUARTERLY�STATUS�REPORT�IN������UNTIL�!UGUST�OF�THAT�YEAR��)T�CHOSE� 
NOT�TO�DISCLOSE�PROGRAM�INFORMATION�ACCORDING�TO�THE�REGULAR� 

#ALIFORNIA�3TATE�!UDITOR�2EPORT�����
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REPORTING�SCHEDULE�ESTABLISHED�BY�LAW�AND�DISCLOSED�THE�LARGE� 
COST�OVERRUNS�LONG�AFTER�IT�SHOULD�HAVE�KNOWN�THAT�THE�PROGRAM� 
LIKELY�WOULD�EXCEED�ITS�BUDGET��!S�A�CONSEQUENCE��#ALTRANS� 
PLACED�THE�,EGISLATURE�IN�THE�AWKWARD�POSITION�OF�HAVING�TO�TRY� 
TO�DEVISE�A�FUNDING�SOLUTION�SIX�WEEKS�BEFORE�THE�BID�ON�THE� 
SIGNATURE�SPAN�S�SUPERSTRUCTURE�WAS�SET�TO�EXPIRE� 

)N�.OVEMBER�������#ALTRANS�SUBMITTED�A�LEGALLY�REQUIRED� 
lNANCIAL�PLAN�UPDATE�TO�&(7!�SHOWING�THAT�THE�PROGRAM�S� 
PROJECTS�WERE�GOING�BEYOND�THE�!"������COST�LEVELS�AND�THAT� 
LESS�THAN�A���PERCENT�PROGRAM�CONTINGENCY�RESERVE�REMAINED� 
�����MILLION�TO�FUND�FURTHER�COST�OVERRUNS�IN�THE�EIGHT�YEARS� 
LEFT�TO�COMPLETE�THE�PROJECT��)N�RESPONSE�TO�&(7!�S�QUESTIONS� 
ABOUT�THE�lNANCIAL�PLAN��#ALTRANS�DID�NOT�REVEAL�THE�PROBABLE� 
EXTENT�OF�ESTIMATED�PROGRAM�COSTS��AT�THE�TIME�OF�THE�REPORT�� 
#ALTRANS��INTERNAL�ANALYSES�SHOWED�THAT�IT�WOULD�LIKELY�EXCEED� 
THE�!"������BUDGET��"ASED�ON�INTERNAL�#ALTRANS��REPORTS� 
AND�THE�AMOUNTS�IT�EVENTUALLY�REPORTED�TO�THE�,EGISLATURE�IN� 
!UGUST�������#ALTRANS�SHOULD�HAVE�KNOWN�ABOUT�THE�HUGE�COST� 
OVERRUNS��&OR�EXAMPLE��ALTHOUGH�#ALTRANS�HAD�ADVERTISED�THE� 
CONTRACT�FOR�THE�SIGNATURE�SPAN�S�SUPERSTRUCTURE�AT������MILLION�� 
INTERNAL�ANALYSES�SHOWED�THAT�AS�EARLY�AS�!UGUST������THIS� 
CONTRACT�COULD�BE�AS�HIGH�AS������MILLION��WHILE�LATER�ESTIMATES� 
PLACED�ITS�POTENTIAL�PRICE�AT�MORE�THAN����BILLION��&URTHER��THE� 
UNCOMMITTED�BALANCE�OF������MILLION�IN�THE�CONTINGENCY� 
RESERVE�WAS�GROSSLY�INSUFlCIENT�GIVEN�THAT�#ALTRANS�HAD�NOT� 
RECEIVED�THE�SUPERSTRUCTURE�BID��THE�%AST�3PAN�S�SKYWAY�WAS�ONLY� 
���PERCENT�CONSTRUCTED��AND�THE�2ICHMOND
3AN�2AFAEL�"RIDGE� 
RETROlT�COSTS�WERE�UNDERREPORTED�BY�����MILLION�TO�����MILLION�� 

)N�FACT��IN�ITS�REPORT�TO�&(7!��#ALTRANS�CLAIMED�IT�WOULD�SAVE� 
�����MILLION�IN�THREE�AREAS��THUS�ALLOWING�IT�TO�ASSERT�THAT�IT� 
HAD�A�PROGRAM�CONTINGENCY�RESERVE�OF������MILLION��(OWEVER�� 
BY�!UGUST�������#ALTRANS�REPORTED�FOR�THOSE�SAME�THREE�AREAS� 
�UNRELATED�TO�THE�CAPITAL�COSTS�OF�THE�SUPERSTRUCTURE�BID	�THAT� 
IT�WOULD�NOT�SAVE������MILLION�FROM�!"������ESTIMATES�AND� 
THAT�IT�WOULD�NEED������MILLION�MORE�THAN�!"������ESTIMATES� 
FOR�A�TOTAL�OF������MILLION�MORE�THAN�IT�REPORTED�TO�&(7!�JUST� 
SIX�MONTHS�EARLIER� 

2%#/--%.$!4)/.3 

4O�ENSURE�THAT�IT�PROPERLY�MANAGES�THE�RISKS�ASSOCIATED�WITH�LARGE� 
CONSTRUCTION�PROJECTS��#ALTRANS�SHOULD�CONTINUE�TO�REVISE�ITS�RISK� 
MANAGEMENT�PRACTICES��BUT�ENSURE�THAT�ITS�EFFORTS�INCLUDE� 
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s� %STABLISHING�A�COMPREHENSIVE�RISK�MANAGEMENT�PLAN�THAT� 
CLEARLY�DElNES�ROLES�AND�RESPONSIBILITIES�FOR�RISK�MANAGEMENT� 
AND�ADDRESSES�HOW�IT�WILL�IDENTIFY�AND�QUANTIFY�PROJECT�RISKS�� 
IMPLEMENT�AND�TRACK�RISK�RESPONSE�ACTIVITIES��AND�MONITOR�AND� 
CONTROL�RISKS�THROUGHOUT�THE�LIFE�OF�THE�PROJECT�� 

s� 1UANTIFYING�THE�EFFECT�OF�IDENTIlED�RISKS�IN�lNANCIAL�TERMS� 

s� $EVELOPING�AND�MAINTAINING�DOCUMENTS�TO�TRACK�IDENTIlED� 
RISKS�AND�RELATED�MITIGATION�STEPS� 

4O�ENSURE�THAT�IT�FOLLOWS�GENERALLY�ACCEPTED�PRACTICES�FOR�COST� 
MANAGEMENT��#ALTRANS�SHOULD� 

s� 2EGULARLY�UPDATE�ITS�ESTIMATES�OF�CAPITAL�AND�SUPPORT�COSTS� 

s� 2EGULARLY�REASSESS�ITS�RESERVES�FOR�POTENTIAL�CLAIMS�AND�UNKNOWN� 
RISKS��INCORPORATING�INFORMATION�RELATED�TO�RISKS�IDENTIlED�AND� 
QUANTIlED�THROUGH�ITS�RISK�ASSESSMENT�PROCESSES� 

s� 2EGULARLY�INTEGRATE�ESTIMATES�FOR�CAPITAL��SUPPORT�COSTS��AND� 
CONTINGENCY�RESERVES�INTO�A�PROGRAM
WIDE�REPORT� 

4O�ENSURE�THAT�IT�KEEPS�ITS�STAKEHOLDERS�INFORMED�ON�THE�STATUS�OF� 
PROJECTS��#ALTRANS�SHOULD�� 

s� 3UBMIT�QUARTERLY�STATUS�REPORTS�TO�THE�,EGISLATURE��AS�THE� 
LAW�REQUIRES�� 

s� %NSURE�THAT�REPORTS�TO�&(7!�AND�OTHER�STAKEHOLDERS�REmECT� 
CURRENT�DATA�AND�PROVIDE�AN�ACCURATE�REPRESENTATION�OF�THE� 
PROGRAM�S�STATUS�� 

s� 7HEN�KEY�EVENTS�OCCUR��SUCH�AS�A�BID�OPENING�FOR�A�MAJOR� 
PROJECT��QUICKLY�INFORM�STAKEHOLDERS�HOW�THESE�KEY�EVENTS� 
AFFECT�THE�PROGRAM�S�OVERALL�BUDGET�AND�SCHEDULE� 

4HE�,EGISLATURE�SHOULD�CONSIDER�REVISING�STATE�LAW�TO�REQUIRE�THAT� 
#ALTRANS�SUBMIT�ITS�QUARTERLY�REPORTS�WITHIN�A�CERTAIN�PERIOD�AFTER� 
EACH�QUARTER��SUCH�AS����DAYS��TO�ENSURE�THAT�THE�INFORMATION� 
THAT�#ALTRANS�PROVIDES�IS�CURRENT��4HE�,EGISLATURE�SHOULD�ALSO� 
CONSIDER�CHANGING�STATE�LAW�TO�REQUIRE�THAT�THE�QUARTERLY�REPORTS� 
PROVIDE�A�PROGRAM
WIDE�SUMMARY�OF�THE�PROGRAM�S�BUDGET�STATUS� 
FOR�BOTH�CAPITAL�OUTLAY�AND�SUPPORT�COSTS� 
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)N�REVIEWING�THE�OPTIONS�THAT�#ALTRANS�PRESENTS�FOR�COMPLETING� 
THE�%AST�3PAN��THE�,EGISLATURE�SHOULD�CONSIDER�REQUESTING�THAT� 
#ALTRANS�PROVIDE�SUFlCIENT�DETAIL�TO�UNDERSTAND�THE�lNANCIAL� 
IMPLICATIONS�OF�EACH�OPTION��3PECIlCALLY��THIS�DETAIL�SHOULD� 
INCLUDE�FOR�EACH�OPTION�A�BREAKDOWN�OF�THE�COSTS�FOR�CAPITAL� 
OUTLAY��SUPPORT��AND�CONTINGENCIES�AT�THE�PROJECT�AND�PROGRAM� 
LEVEL��&URTHER��TO�PLACE�EACH�OPTION�IN�PERSPECTIVE��#ALTRANS�SHOULD� 
PROVIDE�A�RECONCILIATION�OF�EACH�OPTION�TO�THE�lGURES�IT�PRESENTED� 
IN�ITS�!UGUST������REPORT�TO�THE�,EGISLATURE� 

!'%.#9�#/--%.43 

#ALTRANS�AND�THE�"USINESS��4RANSPORTATION�AND�(OUSING� 
!GENCY�PROVIDED�CLARIFYING�COMMENTS�TO�THE�REPORT��AND� 
#ALTRANS�INDICATED�THE�STEPS�IT�WOULD�TAKE�TO�IMPLEMENT�THE� 
REPORT�S�RECOMMENDATIONS��4HE�-ETROPOLITAN�4RANSPORTATION� 
#OMMISSION�HAD�NO�COMMENTS�ON�THE�REPORT��
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RESPONSIBLE�FOR�ASSESSING�THE�SEISMIC�SAFETY�OF�ALL�PUBLICLY�
4HE�$EPARTMENT�OF�4RANSPORTATION��#ALTRANS	�IS�RESPONSIBLE� 

FOR�THE�DESIGN��CONSTRUCTION��MAINTENANCE��AND�OPERATION� 
OF�#ALIFORNIA�S�STATE�HIGHWAY�SYSTEM��#ALTRANS�IS�ALSO� 

 
OWNED�BRIDGES��EXCEPT�THOSE�OUTSIDE�THE�STATE�HIGHWAY�SYSTEM� 
IN�,OS�!NGELES�AND�3ANTA�#LARA�COUNTIES��)N�/CTOBER������� 
THE�,OMA�0RIETA�EARTHQUAKE�PRESENTED�#ALTRANS�WITH�THE�TASK� 
OF�REPAIRING�OR�REPLACING�DAMAGED�HIGHWAY�FACILITIES�IN�THE� 
3AN�&RANCISCO�"AY�!REA��"AY�!REA	��4O�MEET�THE�HIGHER�SEISMIC� 
SAFETY�STANDARDS�ESTABLISHED�AFTER�THE�,OMA�0RIETA�EARTHQUAKE�� 
THE�3TATE�CREATED�A�SEISMIC�RETROl�T�PROGRAM�THAT�REQUIRED�THE� 
RETROl�T�OR�REPLACEMENT�OF�ALL�#ALIFORNIA�S�PUBLICLY�OWNED�BRIDGES�� 
INCLUDING�HIGHWAY�OVERPASSES�AND�OTHER�STRUCTURES��4HE�SEISMIC� 
RETROl�T�PROGRAM�REQUIRES�THAT�#ALTRANS�IDENTIFY�THE�SEISMIC� 
VULNERABILITY�OF�BRIDGES�AND�DEVELOP�A�RETROl�T�PROJECT�TO�ADDRESS� 
STRUCTURAL�DEl�CIENCIES��2ETROl�TS�MAY�INCLUDE��AMONG�OTHER�THINGS�� 
REINFORCING�BRIDGE�COLUMNS�AND�STRENGTHENING�BRIDGE�FOOTINGS� 

!FTER�REVIEWING�ALL��������STATE�HIGHWAY�BRIDGES��#ALTRANS� 
IDENTIl�ED�����SINGLE
�AND�MULTIPLE
COLUMN�BRIDGES�THAT� 
NEEDED�SEISMIC�RETROl�T�AND�WERE�EITHER�THE�MOST�VULNERABLE�TO� 
A�SEISMIC�EVENT�OR�NECESSARY�FOR�EMERGENCY�RESPONSE�DURING�A� 
WIDESPREAD�CIVIL�DISASTER��#ALTRANS�ALSO�DETERMINED�THAT�SEVEN� 
�SEE�TEXT�BOX	�OF�NINE�STATE
OWNED�TOLL�BRIDGES�NEEDED�SEISMIC� 

RETROl�TTING��THE�OTHER�TWO�STATE
OWNED�TOLL�BRIDGES�� 
!NTIOCH�AND�$UMBARTON��DID�NOT�NEED�RETROl�TS� 
BECAUSE�THEY�WERE�BUILT�AFTER�THE�3TATE�IMPOSED�NEW�
SEISMIC�CONSTRUCTION�STANDARDS�IN�������2EPAIRS� 
ON�THE�SEVEN�IDENTIl�ED�TOLL�BRIDGES�DID�NOT�BEGIN� 
IMMEDIATELY��HOWEVER��BECAUSE�RETROl�T�STRATEGIES�FOR� 
SUCH�COMPLEX�STRUCTURES�DID�NOT�EXIST�AT�THE�TIME�� 

!FTER�THE������.ORTHRIDGE�EARTHQUAKE��#ALTRANS� 
EXPANDED�AND�REVISED�ITS�SEISMIC�RETROl�T�PROGRAM� 
FOR�STATE�HIGHWAY�BRIDGES��EXCEPT�THE�TOLL�BRIDGES	� 
BY�IMPLEMENTING�A�TWO
PHASE�RETROFITTING�
APPROACH��0HASE����COMPLETED�IN�-AY������� 
INCLUDED�RETROFITTING�������BRIDGES�THAT�WERE� 
IDENTIl�ED�DURING�#ALTRANS��l�RST�SCREENING�PROCESS�� 
0HASE����AN�ONGOING�EFFORT��INCLUDES�RETROl�TTING� 

#ALTRANS�)DENTIl�ED�3EVEN�4OLL�"RIDGES� 
.EEDING�3EISMIC�2ETROl�TS� 

��� "ENICIA
-ARTINEZ�"RIDGE 

��� #ARQUINEZ�"RIDGE 

��� 2ICHMOND
3AN�2AFAEL�"RIDGE 

��� 3AN�$IEGO
#ORONADO�"RIDGE�� 

��� 3AN�&RANCISCO
/AKLAND�"AY�"RIDGE	 

��� 3AN�-ATEO
(AYWARD�"RIDGE 

��� 6INCENT�4HOMAS�"RIDGE 
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AN�ADDITIONAL�������BRIDGES�THAT�#ALTRANS�IDENTIl�ED�AFTER� 
THE�.ORTHRIDGE�EARTHQUAKE��!S�OF�*UNE�������#ALTRANS�HAD� 
COMPLETED�RETROl�TTING��������OR����PERCENT	�OF�ITS�PHASE��� 
BRIDGES��#OMPLETION�OF�THE�REMAINING����BRIDGES�IS�NOT�EXPECTED� 
UNTIL�EARLY������BECAUSE�OF�THE�MORE�COMPLEX�RETROl�T�AND� 
REPLACEMENT�WORK�NEEDED�ON�A�NUMBER�OF�THESE�BRIDGES�� 

4(%�4/,,�"2)$'%�3%)3-)#�2%42/&)4�02/'2!-�0,!.3� 
4/�2%0,!#%�4(%�%!34�30!.�/&�4(%�3!.�&2!.#)3#/
 
/!+,!.$�"!9�"2)$'% 

#ALTRANS�IS�MANAGING�THE�RETROl�T�AND�REPLACEMENT�STRATEGIES� 
FOR�THE�STATE
OWNED�TOLL�BRIDGES�SEPARATELY�FROM�THE�ABOVE� 
TWO�PHASES��UNDER�THE�4OLL�"RIDGE�3EISMIC�2ETROl�T�0ROGRAM� 
�PROGRAM	��!FTER�THE�,OMA�0RIETA�EARTHQUAKE��#ALTRANS�ENGAGED� 
TWO�UNIVERSITIES��NUMEROUS�PRIVATE�CONSULTING�l�RMS��AND�THE� 
,AWRENCE�,IVERMORE�.ATIONAL�,ABORATORY�TO�CONDUCT�RESEARCH� 
TO�BETTER�UNDERSTAND�THE�TOLL�BRIDGES��SEISMIC�VULNERABILITIES�� 
)N�THE�LAST�HALF�OF�THE�����S��#ALTRANS�BEGAN�PREPARING�RETROl�T� 
STRATEGIES�FOR�EACH�OF�THE�TOLL�BRIDGES��WITH�THE�EXCEPTION�OF�THE� 
EAST�SPAN�OF�THE�3AN�&RANCISCO
/AKLAND�"AY�"RIDGE��%AST�3PAN	�� 
WHICH�#ALTRANS�SCHEDULED�FOR�REPLACEMENT�AS�EXPLAINED�LATER��!S� 
OF�!UGUST�������#ALTRANS�HAD�l�NISHED�SEISMIC�RETROl�TS�FOR�THE� 
"ENICIA
-ARTINEZ��#ARQUINEZ��3AN�$IEGO
#ORONADO��3AN�-ATEO
 
(AYWARD��AND�6INCENT�4HOMAS�BRIDGES��LEAVING�ONLY�THE� 
2ICHMOND
3AN�2AFAEL�"RIDGE�AND�THE�3AN�&RANCISCO
/AKLAND�"AY� 
"RIDGE�TO�COMPLETE� 

#ALTRANS�IDENTIl�ED�THE�%AST�3PAN�AS�NECESSARY�FOR� 
EMERGENCY�ACCESS�AND�RECOMMENDED�REPLACING�IT�� 
7ITH�THE�ASSISTANCE�OF�A�SEISMIC�ADVISORY�BOARD�AND� 
A�TOLL�BRIDGE�PEER�REVIEW�PANEL�OF�EXPERTS�IN�THE� 
l�ELDS�OF�SEISMOLOGY��TRANSPORTATION�ENGINEERING�� 
AND�BRIDGE�DESIGN��#ALTRANS�RECOMMENDED� 
THE�%AST�3PAN�BE�BUILT�TO�ACHIEVE�hLIFELINE� 
SERVICEABILITYv�AFTER�AN�EARTHQUAKE��SEE�TEXTBOX	�� 
,IFELINE�STRUCTURES�ARE�DESIGNED�TO�EXCEED�THE� 
TYPICAL�STANDARD��WHICH�IS�MEANT�TO�PREVENT� 
THE�IMMEDIATE�COLLAPSE�OR�CATASTROPHIC�FAILURE� 
OF�BRIDGES�BUT�NOT�NECESSARILY�ENABLE�THEM�TO� 
CONTINUE�IN�SERVICE��,IFELINE�STRUCTURES�ARE�DESIGNED� 
TO�CONTINUE�FUNCTIONING�AFTER�AN�EARTHQUAKE�TO� 
PROVIDE�TRANSPORTATION�SERVICES�AND�SUPPORT�FOR�A� 
REGION�S�ECONOMY��.EVERTHELESS��TO�REDUCE�"AY�!REA� 

��� !LLOWS�EMERGENCY�RELIEF�ACCESS�TO�AND� 
THROUGH�THE�AFFECTED�REGION� 

��� #ONNECTS�MAJOR�POPULATION�CENTERS�WITHIN� 
THE�AFFECTED�REGION� 

��� 3ERVES�AS�THE�MOST�EFFECTIVE�OF�SEVERAL� 
ROUTES�FOR�EMERGENCY�RELIEF�ACCESS� 

��� 0ROVIDES�DIRECT�OR�NEARBY�ACCESS�TO�AND� 
FROM�MAJOR�EMERGENCY�SUPPLY�CENTERS� 

��� ,INKS�VARIOUS�MODES�OF�TRANSPORTATION� 

��� 0ROVIDES�ACCESS�TO�MAJOR�TRAFl�C�DISTRIBUTION�
CENTERS� 

3OURCE��#ALTRANS��$ISTRICT���7EB�SITE� 

 

,IFELINE�3ERVICEABILITY 
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COMMUTERS��RISK�FROM�A�MODERATE
LEVEL�EARTHQUAKE�BEFORE�THE� 
CONSTRUCTION�OF�A�NEW�%AST�3PAN��#ALTRANS�COMPLETED�AN�INTERIM� 
RETROlT�OF�THE�EXISTING�%AST�3PAN�IN�*UNE������� 

#ALTRANS�HAS�DECIDED�TO�REEVALUATE�THE�!NTIOCH�AND�$UMBARTON� 
BRIDGES��ALTHOUGH�IT�EARLIER�HAD�DECIDED�THAT�THEY�DID�NOT�REQUIRE� 
SEISMIC�RETROlTS��!CCORDING�TO�THE�CHIEF�DEPUTY�DISTRICT�DIRECTOR� 
OF�THE�PROGRAM��CHIEF�DEPUTY	��#ALTRANS�HAS�NOT�CONDUCTED�ANY� 
STUDIES�OR�ANALYSES�THAT�INDICATE�THESE�BRIDGES�NEED�RETROlTTING�� 
NOR�IS�IT�AWARE�OF�ANY�SUCH�STUDIES�DURING�THE�LAST����YEARS�� 
(OWEVER��BASED�ON�THE�SLOWLY�ACCUMULATING�BODY�OF�KNOWLEDGE� 
ON�SEISMIC�SAFETY��THE�CHIEF�DEPUTY�SAYS�THAT�#ALTRANS��CURRENT� 
PLAN�IS�TO�EVALUATE�THE�NEED�FOR�SEISMIC�RETROlTS�USING�A�TWO
 
PHASE�APPROACH��4HE�lRST�PHASE�WILL�INVOLVE�THE�TESTING�OF� 
TWO�COMPONENTS�OF�EACH�BRIDGE��)F�THIS�EFFORT�INDICATES�FURTHER� 
TESTING�IS�WARRANTED��#ALTRANS�PLANS�TO�PURSUE�A�MORE�RIGOROUS� 
PHASE�OF�TESTING�IN�������4HE�CHIEF�DEPUTY�STATED�THAT�WITHOUT� 
FURTHER�INFORMATION�#ALTRANS�CANNOT�ESTIMATE�WHAT�SEISMIC� 
RETROlTS�ON�THE�BRIDGES�MIGHT�COST��IF�THEY�ARE�ACTUALLY�NEEDED�� 
2ATHER�THAN�USE�TOLL�BRIDGE�SEISMIC�RETROlT�PROGRAM�FUNDS�� 
#ALTRANS�REQUESTED�TO�USE�2EGIONAL�-EASURE����MEASURE��	� 
FUNDS�FROM�THE�"AY�!REA�4OLL�!UTHORITY��"!4!	�TO�PAY�FOR�THE� 
INITIAL�TESTING��WHICH�IS�ESTIMATED�TO�COST�����������(OWEVER�� 
IN�$ECEMBER�������"!4!�TOLD�#ALTRANS�THAT�IT�COULD�NOT� 
RECOMMEND�AN�ALLOCATION�OF�MEASURE���FUNDS�FOR�THIS�PURPOSE� 

!������,AW�3ET�THE�0ROGRAM�S�"UDGET�AT������"ILLION�AND� 
!LLOWED�FOR�THE�0URCHASE�OF�%AST�3PAN�!MENITIES 

4O�lNANCE�THE������BILLION�ACTUAL�COST�OF�RETROlTTING�THE�PHASE��� 
BRIDGES��#ALTRANS�INDICATED�IT�DREW�MOSTLY�FROM�VARIOUS�FEDERAL� 
SOURCES��WHICH�COULD�NOT�PROVIDE�SUFlCIENT�FUNDS�FOR�RETROlTTING� 
OR�REPLACING�THE�PHASE���BRIDGES�OR�THE�TOLL�BRIDGES��4HEREFORE�� 
IN�-ARCH������#ALIFORNIA�VOTERS�APPROVED�THE�3EISMIC�2ETROlT� 
"OND�!CT�OF������AUTHORIZING�THE�SALE�OF����BILLION�IN�GENERAL
 
OBLIGATION�BONDS��WITH������BILLION�EARMARKED�FOR�THE�PHASE��� 
BRIDGES�AND������MILLION�FOR�THE�TOLL�BRIDGES��(OWEVER��THE�TOLL� 
BRIDGES�REQUIRED�SUBSTANTIALLY�MORE�FUNDING��SO�IN������THE� 
,EGISLATURE�PASSED�3ENATE�"ILL�����3"���	�ALLOCATING�AN�ADDITIONAL� 
���BILLION��MOSTLY�FROM�STATE�HIGHWAY�FUNDS�AND�A�NEWLY�CREATED� 
SEISMIC�SURCHARGE�OF����PER�VEHICLE�IMPOSED�FOR�PASSAGE�ON�ALL� 
"AY�!REA�TOLL�BRIDGES��SEISMIC�SURCHARGE	��3"����ALSO�ALLOCATED� 
TOLLS�COLLECTED�ON�THE�3AN�$IEGO
#ORONADO�AND�6INCENT�4HOMAS� 
BRIDGES�TO�THE�PROGRAM��4HE�TOTAL�COST�ESTIMATE�ESTABLISHED�IN� 
3"����FOR�THE�PROGRAM�WAS������BILLION�� 
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)N�LATE�������#ALTRANS�COMPLETED�COST�ESTIMATES�FOR�SEVERAL� 
DIFFERENT�ALTERNATIVES�FOR�THE�%AST�3PAN��)T�RECOMMENDED� 
CONSTRUCTION�OF�A�CONCRETE�hSKYWAYv�BRIDGE�SPANNING�THE� 
3AN�&RANCISCO�"AY�BETWEEN�/AKLAND�AND�9ERBA�"UENA�)SLAND�� 
#ALTRANS�ESTIMATED�THE�PRICE�TAG�FOR�THIS�REPLACEMENT�AT� 
���BILLION��&IGURE���SHOWS�#ALTRANS��RECOMMENDED�DESIGN�FOR�THE� 
EAST�SPAN�OF�THE�"AY�"RIDGE�� 

&)'52%�� 

#ALTRANS�2ECOMMENDED�A�3KYWAY�"RIDGE�$ESIGN�
 
FOR�THE�"AY�"RIDGE�%AST�3PAN�2EPLACEMENT
 

4REASURE�)SLAND 

9ERBA�"UENA�)SLAND
/AKLAND 

(OWEVER��THE�REPLACEMENT�RECOMMENDED�BY�#ALTRANS�WAS�NOT� 
COMMISSIONED�FOR�CONSTRUCTION��!S�THE�REGIONAL�TRANSPORTATION� 
PLANNING��COORDINATING��AND�lNANCING�AGENCY�FOR�THE�"AY�!REA�� 
THE�-ETROPOLITAN�4RANSPORTATION�#OMMISSION��COMMISSION	� 
WAS�GIVEN�THE�AUTHORITY�UNDER�3"����TO�SELECT�THE�NEW�%AST�3PAN� 
REPLACEMENT��INCLUDING�THE�OPTION�OF�INCORPORATING�CERTAIN� 
AMENITIES�SUCH�AS�A�MORE�EXPENSIVE�BRIDGE�DESIGN�THAN�ORIGINALLY� 
ENVISIONED�AND�A�BICYCLE�PEDESTRIAN�PATH��AS�LONG�AS�BRIDGE�USERS� 
PAY�FOR�THE�INCREASE�IN�COSTS��)N�*UNE�������THE�COMMISSION� 
EXERCISED�ITS�OPTION�AND�SELECTED�A�BRIDGE�DESIGN�THAT�DIFFERED� 
FROM�#ALTRANS��RECOMMENDATION�� 
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4O�/AKLAND 

9ERBA�"UENA�)SLAND 

3IGNATURE�SPAN 

3KYWAY 

4HE�#OMMISSION�#HOSE�A�3ELF
!NCHORED�3USPENSION� 
$ESIGN�FOR�THE�%AST�3PAN� 

4HE�COMMISSION�S�DESIGN�WAS�A�COMBINATION�SKYWAY�AND� 
SELF
ANCHORED�SUSPENSION�SPAN�KNOWN�AS�THE�SIGNATURE�SPAN�� 
!LTHOUGH�THE�SKYWAY�SECTION�WAS�SIMILAR�TO�#ALTRANS��PROPOSED� 
DESIGN��THE�SIGNATURE�SPAN�WAS�ENVISIONED�AS�A�LANDMARK� 
STRUCTURE��WITH�A�SINGLE�TOWER�RISING�����FEET�ABOVE�SEA�LEVEL�� 
&IGURE���DEPICTS�THE�COMMISSION�S�SELECTION�FOR�THE�EAST�SPAN�OF� 
THE�"AY�"RIDGE��INCLUDING�THE�SIGNATURE�SPAN��4HE�COMMISSION� 
BASED�ITS�DECISION�ON�A�PRELIMINARY�BRIDGE�DESIGN�AND�COST� 
ESTIMATES�AVAILABLE�IN�-AY�AND�*UNE�������WHICH�WERE�PREPARED� 
BY�A�JOINT�VENTURE�DESIGN�TEAM�UNDER�CONTRACT�TO�#ALTRANS��!T� 
THE�TIME��#ALTRANS��PRELIMINARY�ESTIMATES�INDICATED�THAT�THE� 
SELF
ANCHORED�SUSPENSION��OR�SIGNATURE�SPAN��DESIGN�SELECTED� 
BY�THE�COMMISSION�WOULD�COST�MORE�THAN������BILLION��OR� 
�����MILLION�MORE�THAN�THE�SIMPLER�SKYWAY�BRIDGE�IT�HAD� 
RECOMMENDED��!S�3"����ALLOWED�AND�INTENDED��THE�COMMISSION� 
EXTENDED�THE�"AY�!REA�TOLL�BRIDGE�SEISMIC�SURCHARGE��SET�TO�EXPIRE� 
NO�LATER�THAN�*ANUARY�������TO�*ANUARY������TO�PAY�FOR�THE� 
%AST�3PAN�AMENITIES�� 

&)'52%�� 

4HE�#OMMISSION�#HOSE�A�3IGNATURE�3PAN�"RIDGE�$ESIGN�FOR�
 
THE�"AY�"RIDGE�%AST�3PAN�2EPLACEMENT
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&UNDS�$ESIGNATED�FOR�THE�4OLL�"RIDGE�3EISMIC�2ETROlT� 
0ROGRAM�2OSE�TO������"ILLION�IN����� 

)N�!PRIL�������#ALTRANS��ANNUAL�REPORT�TO�THE�,EGISLATURE�AND� 
GOVERNOR�DETAILED�RISING�COST�ESTIMATES�AND�PROJECT�TIME�DELAYS� 
FOR�THE�PROGRAM��4HE�ANNUAL�REPORT�CONTAINED�REVISED�COST� 
ESTIMATES�AND�PROJECT�COMPLETION�DATES��ALONG�WITH�EXPLANATIONS� 
OF�THE�ANTICIPATED�COST�INCREASES��SHOWING�THAT�THE�%AST�3PAN� 
REPLACEMENT�WAS�THE�LARGEST�CONTRIBUTOR�TO�THE�OVERALL�PROJECTED� 
COST�INCREASE��WITH�AN�ANTICIPATED�RISE�OF������BILLION�OVER� 
3"����S�INITIAL�COST�ESTIMATE��4HE�2ICHMOND
3AN�2AFAEL�"RIDGE� 
WAS�THE�NEXT�LARGEST�CONTRIBUTOR�TO�THE�HIGHER�ESTIMATES��WITH� 
�����MILLION�IN�EXPECTED�ADDITIONAL�COSTS�� 

)N�������IN�RESPONSE�TO�#ALTRANS��ANNUAL�REPORT��THE�,EGISLATURE� 
PASSED�!SSEMPLY�"ILL�������!"�����	�TO�FUND�THE�PROGRAM�S� 
COST�INCREASES��4HIS�LEGISLATION�ALLOCATED�AN�ADDITIONAL����BILLION� 
IN�"AY�!REA�SEISMIC�SURCHARGE�PROCEEDS�AND�FEDERAL�BRIDGE� 
FUNDS�TO�THE�RETROlT�EFFORT��INCREASING�FUNDING�TO������BILLION�� 
INCLUDING�A�PROGRAM�CONTINGENCY�RESERVE�OF������MILLION�� 
!"������ALLOWED�THE�COMMISSION�TO�REQUEST�THAT�THE�SEISMIC� 
SURCHARGE�BE�EXTENDED�TO�*ANUARY�������SUBJECT�TO�THE�APPROVAL� 
OF�THE�DIRECTOR�OF�#ALTRANS��TO�RAISE�ADDITIONAL�FUNDS�TO�COVER�THE� 
COST�INCREASES�AND�OTHER�ELIGIBLE�TRANSPORTATION�PROJECTS��4HE� 
COMMISSION�REQUESTED�AND�RECEIVED�APPROVAL�FOR�THIS�EXTENSION�� 

4ABLE���SHOWS�THAT�BY�*UNE�����������#ALTRANS�HAD�RECEIVED� 
MUCH�OF�THE�FUNDS�DESIGNATED�FOR�THE�PROGRAM�UNDER�!"������� 
-OST�OF�THESE�FUNDS�RELATE�TO�SEISMIC�SURCHARGES�OR�THE�PROCEEDS� 
OF�REVENUE�BONDS�THAT�WILL�BE�REPAID�WITH�SEISMIC�SURCHARGES�� 
!"������LIMITED�THE�AMOUNT�OF�SEISMIC�SURCHARGES�THAT�CAN� 
BE�COLLECTED�FOR�THE�PROGRAM�TO�NEARLY������BILLION��PLUS�THE� 
INTEREST�THAT�WILL�BE�PAID�ON�THE�REVENUE�BONDS��!CCORDING� 
TO�THE�!UGUST������OFlCIAL�STATEMENT�FOR�THE�REVENUE�BONDS�� 
INTEREST�COSTS�WILL�TOTAL������BILLION��"ECAUSE�NO�CHANGE�HAS�BEEN� 
MADE�TO�THIS�PROVISION��NO�EXTRA�TOLL�REVENUES�HAVE�BEEN�MADE� 
AVAILABLE�TO�THE�PROGRAM�TO�PAY�FOR�INCREASED�CAPITAL�COSTS�OF�THE� 
SIGNATURE�SPAN�OR�ANY�OTHER�COMPONENT�OF�THE�PROGRAM��!S�OF� 
*UNE�����������THE�4OLL�"RIDGE�3EISMIC�2ETROlT�!CCOUNT��THE�FUND� 
THAT�RECEIVES�TOLL�REVENUES�AND�PAYS�THE�MAJORITY�OF�PROGRAM� 
EXPENDITURES��DID�NOT�HAVE�ANY�LOANS�OUTSTANDING�TO�OR�RECEIVABLES� 
DUE�FROM�OTHER�FUNDS�BEYOND�THOSE�REQUIRED�TO�SUPPORT�THE� 
EVERYDAY�ADMINISTRATION�OF�THE�PROGRAM�� 

����� #ALIFORNIA�3TATE�!UDITOR�2EPORT�����
���
 



����� #ALIFORNIA�3TATE�!UDITOR�2EPORT�����
���

4!",%��
 

#ALTRANS�)S�2ECEIVING�!"������S�&UNDING� 
�)N�-ILLIONS	 

!"������ !CTUAL�&UNDS�� 
&UNDING� 2ECEIVED�AS�OF� "ALANCE�.OT�9ET� 

&UNDING�3OURCE %STIMATES *UNE����� 2ECEIVED 

"AY�!REA�3EISMIC�3URCHARGE
 ������ ������ �� ���� 

3TATE�(IGHWAY�!CCOUNT ��� ��� ��� 

4RANSPORTATION�0LANNING�AND�$EVELOPMENT�!CCOUNT �� �� �� 

3EISMIC�2ETROlT�"OND�!CT�OF������ ��� ��� �� 

3AN�$IEGO
#ORONADO�4OLL�"RIDGE�2EVENUE�!CCOUNT �� �� � 

 6INCENT�4HOMAS�4OLL�"RIDGE�2EVENUE�!CCOUNTo �� � �� 

&EDERAL�(IGHWAY�"RIDGE�2EPLACEMENT�AND�2EHABILITATION�0ROGRAM ��� ��� ��� 

�����3UBTOTALS�&UNDING�FOR�)DENTIlED�0ROGRAM�#OSTS� ����� ����� ����� 

 #ONTINGENCY�RESERVEp ��� � ��� 

�����4OTALS ������ ������� ������ 




3OURCE��#HAPTER������3TATUTES�OF�������!"�����	��AND�#ALTRANS�$IVISION�OF�!CCOUNTING� 

&UNDS�RECEIVED�INCLUDE��������BILLION�IN�PROCEEDS�OF�SEISMIC�SURCHARGE�REVENUE�BONDS�ISSUED�IN�������WHICH�WILL�BE�REPAID�WITH� 
SEISMIC�SURCHARGES� 

o��#ALTRANS�INDICATES�THAT�TRANSFERS�FROM�THE�6INCENT�4HOMAS�4OLL�"RIDGE�2EVENUE�!CCOUNT�WILL�NOT�MEET�THE�!"������ESTIMATE�OF� 
����MILLION��"ECAUSE�THE�BRIDGE�NO�LONGER�COLLECTS�TOLL�REVENUE��ONLY����MILLION�IS�AVAILABLE�FOR�TRANSFER�� 

p��#ALTRANS�ANTICIPATES�THE�FUNDING�SOURCE�TO�BE�THE�3TATE�(IGHWAY�!CCOUNT��IDENTIlED�AS�3TATE�(IGHWAY�/PERATIONS�AND�0ROTECTION� 
0ROGRAM�EXPENDITURES��3INCE�CONTRIBUTIONS�ARE�NOT�SCHEDULED�TO�BEGIN�UNTIL�lSCAL�YEAR�����n����AS�OF�/CTOBER�������#ALTRANS� 
HAS�NOT�YET�REQUESTED�THESE�FUNDS�FROM�THE�#ALIFORNIA�4RANSPORTATION�#OMMISSION� 

)N�������THE�"UREAU�OF�3TATE�!UDITS�2AISED�#ONCERNS�!BOUT� 
&URTHER�#OST�)NCREASES 

)N�!UGUST�������THE�"UREAU�OF�3TATE�!UDITS�ISSUED�A�REPORT�ON�THE� 
PROGRAM�THAT�IDENTIlED�FACTORS�THAT�CAUSED�PROGRAM�COST�ESTIMATES� 
TO�INCREASE�BETWEEN�3"����AND�!"�������4HE�REPORT�ALSO�NOTED� 
THAT�REMAINING�CONTINGENCY�LEVELS�INDICATED�THAT�COSTS�COULD�RISE� 
FURTHER��4ABLE���ON�THE�FOLLOWING�PAGE�BRIEmY�DESCRIBES�THE�REPORT�S� 
SCOPE�AND�lNDINGS��4HE�REPORT�HAD�NO�RECOMMENDATIONS� 

).�������#!,42!.3��%34)-!4%3�&/2�4(%�02/'2!-� 
2/3%�4/������"),,)/. 

/N�!UGUST�����������#ALTRANS�REPORTED�TO�THE�,EGISLATURE�THAT� 
PROJECT�TIME�DELAYS�AND�RISING�COST�ESTIMATES�HAD�INCREASED� 
THE�PROGRAM�S�PROJECTED�COST�TO������BILLION��AN�INCREASE�OF� 
�����BILLION�OVER�ITS������ESTIMATE�IN�!"������OF������BILLION�� 
4HE�%AST�3PAN��WITH�AN�ANTICIPATED�SHORTFALL�OF������BILLION�� 
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3COPE�AND�&INDINGS�OF�THE�"UREAU�OF�3TATE�!UDITS�!UGUST������2EPORT
 

2EPORT�S�3COPE� 

%VALUATE�UNDERLYING�REASONS�FOR�DELAYS�AND�HIGHER�COST�ESTIMATES�FOR�THE�PROGRAM� 

$ETERMINE�THE�ROLE�OF�#ALTRANS�AND�THE�COMMISSION�IN�PLANNING��IMPLEMENTING�AND�MANAGING�PROGRAM�COSTS� 

$ETERMINE�WHETHER�PROCEDURES�FOR�MODIFYING�COST�ESTIMATES�AND�COMPLETION�DATES�ARE�ADEQUATE� 

%XAMINE�A�COST�REVIEW�PREPARED�BY�A�COMMISSION
HIRED�CONSULTANT�TO�IDENTIFY�PROJECTS�WHOSE�COSTS�WERE�LIKELY�TO�BE�HIGHER� 
THAN�#ALTRANS��ESTIMATES� 

2EPORT�S�&INDINGS� 

#OSTS�INCREASED�IN�PART�BECAUSE�INITIAL�LEGISLATION�ALLOWED�THE�COMMISSION�TO�PURCHASE�AMENITIES�FOR�THE�%AST�3PAN�NOT� 
ORIGINALLY�INCLUDED�BY�#ALTRANS� 

#OSTS�FOR�THE�%AST�3PAN�INCREASED�BECAUSE�OF�EFFORTS�BY�THE�5�3��.AVY�TO�IMPEDE�TEST�DRILLING�AND�A�DELAY�IN�THE�ENVIRONMENTAL� 
REVIEW�PROCESS� 

!�FEW�BRIDGES�EXPERIENCED�COST�INCREASES�BECAUSE�OF�DIFlCULTIES�IN�ESTIMATING�COSTS�FOR�UNDERWATER�WORK� 

#ALTRANS��FAILURE�TO�INCLUDE�ESCALATION�RATES�IN�MOST�OF�ITS�ESTIMATES�PLAYED�A�ROLE�IN�THE�UNDERSTATEMENT�OF�COST�ESTIMATES�IN�THE� 
INITIAL�LEGISLATION� 

)N�������THE�"ECHTEL�)NFRASTRUCTURE�#ORPORATION��A�COMMISSION
HIRED�CONSULTANT��CONCLUDED�THAT�PROGRAM�COSTS�MIGHT�BE� 
�����MILLION�TO������MILLION�HIGHER�THAN�THOSE�REPORTED�BY�#ALTRANS� 

"Y�EARLY�������THE�SKYWAY�COMPONENT�OF�THE�%AST�3PAN�ALREADY�HAD�USED�UP�A�LARGE�AND�DISPROPORTIONATE�SHARE�OF�THE�%AST� 
3PAN�S�CONTINGENCY�RESERVE��INDICATING�THAT�THE�%AST�3PAN�COULD�EXPERIENCE�A�FUNDING�SHORTFALL� 

IS�THE�LARGEST�CONTRIBUTOR�TO�THAT�INCREASE��4HE�OTHER�MAJOR� 
INCREASES�IN�ESTIMATED�COSTS�WERE�A������MILLION�RISE�IN�THE� 
PROGRAM�CONTINGENCY�RESERVE�AND������MILLION�IN�COST�OVERRUNS� 
FOR�THE�2ICHMOND
3AN�2AFAEL�"RIDGE��#ALTRANS�STATED�THAT�THE� 
COMMISSION�AND�"ECHTEL�)NFRASTRUCTURE�#ORPORATION��"ECHTEL	� 
HAD�REVIEWED�THE�OVERALL�PROGRAM�S�ESTIMATED�COST�AND�HAD� 
REACHED�CONSENSUS�WITH�#ALTRANS�ON�A�FUNDING�SHORTFALL�OF� 
�����BILLION��INCLUDING�A������MILLION�PROGRAM�CONTINGENCY� 
RESERVE��#ALTRANS�ATTRIBUTED�THE�COST�INCREASES�TO�A�NUMBER�OF� 
FACTORS��BUT�CHIEF�AMONG�THEM�WERE�SIGNIlCANT�CHANGES�IN� 
lNANCIAL��INSURANCE��AND�BONDING�MARKETS��HIGHER�MATERIALS� 
AND�LABOR�PRICES��INDUSTRY�CONSOLIDATION��AND�DELAYS�RESULTING� 
IN�ADDITIONAL�COST�ESCALATION�AND�INCREASED�SUPPORT�COSTS��7E� 
FURTHER�DISCUSS�THE�FACTORS�BEHIND�COST�INCREASES�IN�#HAPTER��� 

#ALTRANS�OBSERVED�THAT�THE�EXTENT�AND�TIMING�OF�THE�COST�INCREASE� 
WAS�OF�PARTICULAR�SIGNIlCANCE�BECAUSE�THE�CONSEQUENT�FUNDING� 
SHORTFALL�MADE�IT�IMPOSSIBLE�TO�ACCEPT�A�BID�FOR�THE�SIGNATURE� 
SPAN�S�SUPERSTRUCTURE��RECEIVED�ON�-AY�����������AND�DUE�TO� 
EXPIRE�ON�3EPTEMBER�����������)N�ITS�REPORT��#ALTRANS�NOTED� 
THE�FUNDING�PROBLEM�AND�ASKED�THE�,EGISLATURE�TO�ENABLE�THE� 
CONTRACT�AWARD�THROUGH�A�SUPPLEMENT�TO�THE�PROGRAM�BUDGET��)T� 
DID�NOT�OFFER�SUGGESTIONS�ON�A�SOURCE�FOR�THIS�ADDITIONAL�FUNDING�� 
7HEN�THE�,EGISLATURE�DID�NOT�APPROVE�NEW�FUNDING�BY�THE�END� 
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OF�3EPTEMBER�������THE�"USINESS��4RANSPORTATION�AND�(OUSING� 
!GENCY��THE�STATE�OVERSIGHT�AGENCY�FOR�#ALTRANS��ANNOUNCED� 
THAT�THE�CONTRACT�BID�HAD�EXPIRED�AND�THAT�IT�WAS�CONSIDERING� 
REBIDDING�OR�REDESIGNING�THE�SIGNATURE�SPAN� 

3#/0%�!.$�-%4(/$/,/'9 

4HE�*OINT�,EGISLATIVE�!UDIT�#OMMITTEE��AUDIT�COMMITTEE	� 
REQUESTED�THAT�THE�"UREAU�OF�3TATE�!UDITS�EXAMINE�THE�DELAYS� 
AND�HIGHER�COST�ESTIMATES�FOR�THE�PROGRAM��3PECIlCALLY��THE�AUDIT� 
COMMITTEE�REQUESTED�THAT�WE�IDENTIFY�THE�FACTORS�CONTRIBUTING� 
TO�ADDITIONAL�CAPITAL�AND�SUPPORT�COST�INCREASES��WHICH�OF�THESE� 
FACTORS�WERE�UNFORESEEN�AT�THE�TIME�THAT�THE�!"������ESTIMATES� 
WERE�PREPARED��AND�THE�EXTENT�TO�WHICH�THE�SIGNATURE�SPAN� 
DESIGN�INDEPENDENTLY�CONTRIBUTED�TO�COSTS�INCREASES��)T�ALSO� 
ASKED�THAT�WE�COMPARE�THE�PROGRAM�S�COST�INCREASES�WITH�THOSE� 
FOR�OTHER�LARGE�CAPITAL�PROJECTS�MANAGED�BY�#ALTRANS�SINCE� 
lSCAL�YEAR�����n����AND�IDENTIFY�THE�POTENTIAL�SCOPE��COST��AND� 
SCHEDULE�FOR�ANY�RETROlT�WORK�#ALTRANS�PLANS�TO�INITIATE�ON� 
THE�!NTIOCH�AND�$UMBARTON�BRIDGES��)N�ADDITION��THE�AUDIT� 
COMMITTEE�REQUESTED�THAT�WE�DESCRIBE�THE�ROLE�OF�#ALTRANS�AND� 
TRANSPORTATION�PLANNING�AGENCIES�IN�PLANNING��IMPLEMENTING�� 
AND�MANAGING�PROGRAM�COSTS��EXAMINE�#ALTRANS��BASIS�FOR�THE� 
PROGRAM�S�SCHEDULE��EVALUATE�THE�ADEQUACY�OF�PROCEDURES�FOR� 
MODIFYING�COST�ESTIMATES�AND�COMPLETION�DATES��AND�DETERMINE� 
WHETHER�#ALTRANS�EMPLOYS�BEST�PRACTICES�WHEN�MANAGING� 
PROJECTS�THAT�COST�MORE�THAN����BILLION��&INALLY��THE�AUDIT� 
COMMITTEE�ASKED�US�TO�DETERMINE�THE�EXTENT�TO�WHICH�COST� 
INCREASES�FOR�THE�SIGNATURE�SPAN�WERE�FUNDED�BY�ADDITIONAL�TOLL� 
CONTRIBUTIONS��AND�WHETHER�FUNDS�APPROPRIATED�FOR�THE�PROGRAM� 
WERE�DIVERTED�TO�OTHER�USES�� 

4O�COMPLY�WITH�THIS�REQUEST��WE�REVIEWED�AND�EVALUATED�THE� 
LAWS��RULES��AND�REGULATIONS�ASSOCIATED�WITH�THE�PROGRAM��"ASED� 
ON�THESE�STATUTES�AND�VARIOUS�INTERVIEWS�WITH�MANAGEMENT�� 
WE�DETERMINED�THE�ROLES�THAT�#ALTRANS�AND�LOCAL�PLANNING� 
AGENCIES�PLAY�IN�PLANNING��IMPLEMENTING��AND�MANAGING�THE� 
PROGRAM�S�COSTS��!S�NOTED�IN�THE�)NTRODUCTION��WE�REVIEWED� 
#ALTRANS��ACCOUNTING�RECORDS�TO�ASCERTAIN�THE�EXTENT�TO�WHICH� 
PROGRAM�COSTS�WILL�BE�FUNDED�BY�ADDITIONAL�TOLL�CONTRIBUTIONS� 
AND�WHETHER�FUNDS�APPROPRIATED�FOR�THE�PROGRAM�WERE�DIVERTED� 
TO�OTHER�USES��7E�CONCLUDED�THAT�NO�FUNDS�HAD�BEEN�DIVERTED�� 
!DDITIONALLY��WE�INTERVIEWED�#ALTRANS�STAFF�AND�PROGRAM� 
MANAGEMENT�TO�DETERMINE�THE�CURRENT�STATUS�OF�THE�SEISMIC� 
RETROlT�STUDIES�FOR�THE�!NTIOCH�AND�$UMBARTON�BRIDGES� 
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7E�COMPARED�THE�COST�ESTIMATES�PREPARED�UNDER�!"������AND� 
THOSE�SUPPORTING�#ALTRANS��!UGUST������REPORT�AND�REVIEWED�THE� 
METHODOLOGY�FOR�ESTIMATING�CAPITAL�AND�SUPPORT�COSTS��7E�FOCUSED� 
ON�THE�EAST�SPAN�OF�THE�3AN�&RANCISCO
/AKLAND�"AY�"RIDGE�AND�THE� 
2ICHMOND
3AN�2AFAEL�"RIDGE�BECAUSE�THESE�PROJECTS�ACCOUNTED�FOR� 
���PERCENT�OF�THE�COST�INCREASES�FOR�SPECIlC�BRIDGES��7E�ANALYZED� 
COST�CHANGES�ON�THESE�PROJECTS�TO�DETERMINE�WHERE�SIGNIlCANT� 
VARIANCES�OCCURRED�AND�WHETHER�THESE�COST�FACTORS�WERE�UNFORESEEN� 
AT�THE�TIME�OF�!"�������&OR�ESTIMATES�OF�CAPITAL�AND�SUPPORT�COSTS� 
WITH�SIGNIlCANT�INCREASES�SINCE�!"�������WE�INTERVIEWED�#ALTRANS� 
STAFF�AND�PROGRAM�MANAGEMENT�AND�EVALUATED�DOCUMENTATION�� 
SUCH�AS�CONSTRUCTION�CONTRACTS�AND�ASSOCIATED�CHANGE�ORDERS��TO� 
ASCERTAIN�THE�REASONS�FOR�THE�INCREASES��&URTHER��WE�EXAMINED�THE� 
SUPPORTING�DOCUMENTATION�FOR�"ECHTEL�S�!UGUST������COST�REVIEW�OF� 
THE�PROGRAM��!DDITIONALLY��WE�COMPARED�PROGRAM�COST�INCREASES� 
AND�THEIR�CAUSES�WITH�THOSE�THAT�OCCURRED�IN�SIMILAR�LARGE�PROJECTS� 
MANAGED�BY�#ALTRANS�FOR�"!4!�S�MEASURE���PROGRAM��&INALLY��WE� 
REVIEWED�#ALTRANS��POLICIES�AND�PROCEDURES�FOR�PREPARING�COST� 
ESTIMATES��INCLUDING�THOSE�THAT�RELATE�TO�CONTINGENCY�RESERVES� 

7E�COMPARED�#ALTRANS��MANAGEMENT�OF�THE�PROGRAM�TO�PROJECT� 
MANAGEMENT�BEST�PRACTICES�AS�DESCRIBED�IN�THE�0ROJECT�-ANAGEMENT� 
"ODY�OF�+NOWLEDGE��&(7!�GUIDANCE�FOR�MAJOR�PROJECTS��AND� 
#ALTRANS��INTERNAL�PROJECT�MANAGEMENT�HANDBOOKS��FOCUSING�ON� 
THE�MANAGEMENT�OF�RISK��COST��AND�COMMUNICATIONS�WITH�EXTERNAL� 
STAKEHOLDERS��7E�FOCUSED�ON�THE�%AST�3PAN�BECAUSE�IT�ACCOUNTS� 
FOR�THE�MAJORITY�OF�THE�PROGRAM�S�INCREASED�COST�ESTIMATES�� 
ALTHOUGH�WE�ADDRESSED�SEVERAL�ISSUES�THAT�AFFECT�OTHER�PROJECTS� 
OR�THE�PROGRAM�AS�A�WHOLE��7E�INTERVIEWED�#ALTRANS�STAFF�AND� 
PROGRAM�MANAGERS��AND�REVIEWED�PROJECT�DOCUMENTS��ANALYSES�� 
AND�COST�REVIEWS�PREPARED�BY�#ALTRANS�AND�ITS�CONSULTANTS��7E�ALSO� 
INTERVIEWED�AND�RECEIVED�DOCUMENTATION�FROM�STAFF�AND�MANAGERS� 
OF�&(7!��THE�COMMISSION��AND�"ECHTEL��&OR�RISK�MANAGEMENT��WE� 
EVALUATED�#ALTRANS��RISK�MANAGEMENT�PLANNING�AND�ITS�PROCESSES� 
FOR�RISK�IDENTIlCATION��QUANTIlCATION��MITIGATION��AND�TRACKING� 
FOR�THE�%AST�3PAN��&OR�COST�MANAGEMENT��WE�ASCERTAINED�WHETHER� 
#ALTRANS�REGULARLY�PREPARED�PROGRAM
WIDE�ESTIMATES�OF�COSTS�AND� 
CONTINGENCY�RESERVES�AND�KEPT�THEM�UPDATED��"ECAUSE�THEY�HAVE� 
THE�POTENTIAL�TO�INCREASE�COSTS�ABOVE�CONTRACTED�AMOUNTS��WE� 
ALSO�REVIEWED�A�SAMPLE�OF�LARGE�CONTRACT�CHANGE�ORDERS�FOR�SEVERAL� 
PROJECTS�TO�CHECK�FOR�COMPLIANCE�WITH�#ALTRANS��PROCEDURES��&OR� 
EXTERNAL�COMMUNICATIONS��WE�ASCERTAINED�WHETHER�#ALTRANS� 
REGULARLY�SUPPLIED�UPDATED�AND�REASONABLY�ACCURATE�REPORTS�� 
INCORPORATING�ESTIMATES�OF�PROJECT�COSTS�AND�CONTINGENCY�RESERVES�� 
OF�THE�STATUS�OF�THE�OVERALL�PROGRAM��TO�CRITICAL�STAKEHOLDERS�THE� 
,EGISLATURE��&(7!��AND�THE�COMMISSION��
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6OLATILE�-ARKETS�FOR�#ONTRACTOR� 
3ERVICES�AND�-ATERIALS��3CHEDULE� 
$ELAYS��AND�(IGHER�#ONTINGENCIES� 
,ED�TO�A�,ARGE�)NCREASE�IN�%STIMATED� 
0ROGRAM�#OSTS� 

#(!04%2�35--!29 

6ARIOUS�FACTORS�HAVE�DRAMATICALLY�INCREASED�ESTIMATED�COSTS� 
FOR�THE�4OLL�"RIDGE�3EISMIC�2ETROlT�0ROGRAM��PROGRAM	� 
ABOVE�THE������BILLION�PROGRAM�BUDGET�THE�,EGISLATURE� 

PASSED�IN�/CTOBER������AS�PART�OF�!SSEMBLY�"ILL�������!"�����	�� 
-OST�OF�THE������BILLION�PROGRAM�INCREASE�THAT�THE�$EPARTMENT� 
OF�4RANSPORTATION��#ALTRANS	�PRESENTED�IN�ITS�!UGUST������ 
ESTIMATE�RELATES�TO�THE�REPLACEMENT�OF�THE�EAST�SPAN�OF�THE� 
3AN�&RANCISCO
/AKLAND�"AY�"RIDGE��%AST�3PAN	��4HE�UNIQUENESS� 
OF�THE�PROGRAM�HAS�MADE�PREDICTING�COSTS�AN�UNCERTAIN�ENDEAVOR�� 
#ALTRANS�INDICATES�THAT�NEVER�HAVE�SUCH�COMPLEX�BRIDGES�BEEN� 
SEISMICALLY�RETROlTTED��LEADING�A�CONSULTING�lRM�HIRED�TO� 
PERFORM�A�COST�REVIEW�OF�THE�PROGRAM�TO�REPORT�THAT�TRADITIONAL� 
HIGHWAY�CONSTRUCTION�MEASUREMENTS�DO�NOT�APPLY�TO�RETROlTTING� 
THE�%AST�3PAN��#ONTRIBUTING�TO�THE�HIGHER�COST�ESTIMATES�HAVE� 
BEEN�VOLATILE�MARKETS�FOR�MATERIALS�AND�CONTRACTOR�SERVICES�� 
WHICH�HAVE�YIELDED�BIDS�THAT�INCLUDE�HIGHER�THAN�EXPECTED�STEEL� 
AND�CONTRACTOR�OVERHEAD�COSTS��)T�IS�IMPOSSIBLE�TO�DETERMINE�THE� 
IMPACT�OF�CERTAIN�FACTORS�BECAUSE�#ALTRANS��STANDARD�CONTRACT� 
PROVISIONS�LIMIT�ITS�ACCESS�TO�THE�INFORMATION�SUPPORTING� 
CONTRACTORS��BID�PRICES��)T�MAY�NOT�DISCLOSE�SUCH�INFORMATION�AS� 
IT�IS�ACKNOWLEDGED�TO�CONSTITUTE�TRADE�SECRETS�AND�IS�NOT�DEEMED� 
A�PUBLIC�RECORD��!LSO��#ALTRANS��EFFORTS�TO�INCREASE�COMPETITION� 
AMONG�CONTRACTORS�BY�EXTENDING�THE�BIDDING�PERIOD�FOR�THE� 
SIGNATURE�SPAN�S�SUPERSTRUCTURE��AND�ITS�LENGTHENING�OF�THE�TIME� 
ALLOWED�FOR�CONTRACTORS�TO�COMPLETE�THIS�CONTRACT��PUSHED�OUT� 
THE�PROGRAM�S�COMPLETION�DATE�BY�FOUR�YEARS��4HIS�HAS�INCREASED� 
THE�PERIOD�DURING�WHICH�#ALTRANS��SUPPORT�SERVICES�FOR�THESE� 
PROJECTS�WILL�BE�REQUIRED�AND�GENERALLY�ESCALATED�COST�ESTIMATES�FOR� 
FUTURE�CONSTRUCTION�CONTRACTS��)N�ADDITION��HISTORICAL�INFORMATION� 
FROM�COMPLETED�TOLL�BRIDGE�CONSTRUCTION�CONTRACTS�AND�DATA�FROM� 
OUTSTANDING�CONTRACTS�LED�TO�INCREASED�CONTINGENCY�RESERVES�TO� 
COVER�THE�COST�OF�KNOWN�POTENTIAL�RISKS�AND�UNKNOWN�RISKS�FOR� 
INDIVIDUAL�PROJECTS�AND�THE�OVERALL�PROGRAM�� 
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#ALTRANS��!UGUST������ 
COST�ESTIMATES�FOR�THE� 
PROGRAM�WERE������BILLION� 
HIGHER�THAN�ITS�ESTIMATES� 
IN�!PRIL�������INCLUDING� 
�����BILLION�MORE�RELATED� 
TO�THE�%AST�3PAN� 

#ALTRANS��!UGUST������COST�ESTIMATES�WERE�BASED�ON�ACCEPTING�A� 
�����BILLION�BID�TO�CONSTRUCT�THE�SIGNATURE�SPAN�S�SUPERSTRUCTURE�� 
4HE�BID�WAS�ALLOWED�TO�EXPIRE��SO�THE�BEGINNING�OF�CONSTRUCTION� 
WILL�BE�DELAYED�FURTHER�AS�#ALTRANS�CONSIDERS�REDESIGNING� 
OR�REBIDDING�THIS�COMPONENT��!CCORDING�TO�#ALTRANS�IN�ITS� 
!UGUST������REPORT��FAILURE�TO�ACCEPT�THE�BID�LIKELY�WOULD�CAUSE� 
PROGRAM�COSTS�TO�RISE�EVEN�FURTHER�� 

2)3).'�#/343�!.$�$%,!93�0,!'5%�#/-0,%4)/.�/&� 
4(%�34!4%�3�,!2'%34�05",)#�3!&%49�02/*%#4�� 

)N�ITS�!UGUST������REPORT�TO�THE�,EGISLATURE�ON�THE�PROGRAM�S� 
STATUS��#ALTRANS�DISCLOSED�COST�ESTIMATES�THAT�WERE������BILLION�� 
OR�ABOUT����PERCENT�HIGHER��THAN�THE�ESTIMATES�IT�PREPARED�IN� 
!PRIL�������#ALTRANS�������ESTIMATES�FORMED�THE�BASIS�FOR�THE� 
PROGRAM�BUDGET�THE�,EGISLATURE�ADOPTED�IN�!"�������#ALTRANS�� 
REEVALUATION�OF�PROGRAM�COSTS�WAS�TRIGGERED�IN�-AY������BY� 
RECEIVING�THE�SOLE�BID�FOR�THE�SIGNATURE�SPAN�S�SUPERSTRUCTURE�� 
WHICH�EXCEEDED�#ALTRANS�������ESTIMATE�BY������MILLION�� 
!FTER�THIS�EVENT��#ALTRANS�REQUESTED�THAT�THE�-ETROPOLITAN� 
4RANSPORTATION�#OMMISSION��COMMISSION	�ASSIST�IN�AN� 
OVERALL�REVIEW�OF�THE�PROGRAM��4HE�COMMISSION�THEN�HIRED�A� 
CONSULTANT�TO�REVIEW�#ALTRANS��ESTIMATE�OF�COSTS�TO�COMPLETE� 
THE�PROGRAM��)N�SEPARATE�!UGUST������REPORTS��#ALTRANS�AND� 
"ECHTEL�)NFRASTRUCTURE�#ORPORATION��"ECHTEL	��THE�COMMISSION�S� 
CONSULTANT��AGREED�ON�A�PROGRAM�COST�ESTIMATE�OF������BILLION�� 
INCLUDING�A������MILLION�PROGRAM�CONTINGENCY�RESERVE��4ABLE��� 
SUMMARIZES�THE�DIFFERENCES�BETWEEN�THE�COST�ESTIMATES�IN� 
!"������AND�#ALTRANS��!UGUST������COST�ESTIMATES�FOR�EACH�OF� 
THE�SEVEN�STATE
OWNED�TOLL�BRIDGES�BEING�RETROlTTED�OR�REPLACED�� 
!S�THE�TABLE�SHOWS��THE�REVISED�COST�ESTIMATE�FOR�INDIVIDUAL�TOLL� 
BRIDGES�WAS�ABOUT������BILLION�MORE�THAN�THE�COST�ESTIMATES�USED� 
FOR�!"�������WHILE�THE�ESTIMATED�PROGRAM�CONTINGENCY�RESERVE� 
ROSE�BY������MILLION��/F�THESE�INCREASES��#ALTRANS�ESTIMATES�THAT� 
ABOUT������BILLION�RELATES�TO�HIGHER�COSTS�FOR�THE�%AST�3PAN��4HE� 
SMALL�VARIANCES�IN�COSTS�FOR�THE�LAST�lVE�BRIDGES�IN�THE�TABLE�WERE� 
NOT�SURPRISING�BECAUSE�THESE�BRIDGES�WERE�SUBSTANTIALLY�COMPLETE� 
WHEN�#ALTRANS�RECALIBRATED�THE�PROGRAM�BUDGET�IN������ 
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4HE�4OLL�"RIDGE�3EISMIC�2ETROlT�0ROGRAM�(AS�%XPERIENCED�
 
3IGNIlCANT�)NCREASES�IN�0ROJECTED�#OSTS
 

�$OLLARS�)N�-ILLIONS	
 

4OLL�"RIDGES 
!"����� 
%STIMATE 

#ALTRANS�� 
!UGUST������ 
%STIMATE 

0ROJECTED�#OST� 
)NCREASE��$ECREASE	� 

0ERCENTAGE� 
)NCREASE��$ECREASE	 

3AN�&RANCISCO
/AKLAND�"AY�"RIDGE 

3KYWAY �� ����� ������ �� ���� ��� 

3IGNATURE�SPAN ��� ����� �����
 ��� 

 /THER�%AST�3PAN�PROJECTSo ��� ����� ��� �� 

 ���3UBTOTALS��%AST�3PAN�2EPLACEMENTp ����� ����� ����� �� 

7EST�3PAN�2ETROlT�AND�!PPROACH 
 ��2EPLACEMENTe ��� ��� �� � 

��3AN�&RANCISCO
/AKLAND� 
����"AY�"RIDGE�4OTALS ����� ����� ����� �� 

 2ICHMOND
3AN�2AFAEL�"RIDGELL ��� ��� ��� �� 

 3AN�-ATEO
(AYWARD�"RIDGE� ��� ��� ���	 ���	 
 "ENICIA
-ARTINEZ�"RIDGE� ��� ��� ���	 ��	 

 #ARQUINEZ�"RIDGE� ��� ��� ���	 ��	 
 3AN�$IEGO
#ORONADO�"RIDGE� ��� ��� � � 

 6INCENT�4HOMAS�"RIDGE� �� �� ��	 ��	 

��3UBTOTALS��0ROJECT�3PECIlC� ����� ����� ����� �� 

0ROGRAM�#ONTINGENCY ��� ��� ��� ��� 

��'RAND�4OTALS ������ ������ ������ ��� 

3OURCES��#HAPTER������3TATUTES�OF�������!"�����	��AND�THE�#ALTRANS�!UGUST������REPORT� 

�4HE�SIGNATURE�SPAN�PROJECTED�COST�INCREASE�IS�COMPRISED�OF������MILLION�RELATED�TO�THE�SOLE�BID�FOR�THE�SUPERSTRUCTURE�� 
�����MILLION�RELATED�TO�SUPPORT�COSTS�������MILLION�RELATED�TO�INCREASED�RESERVES�������MILLION�RELATED�TO�OTHER�CONTRACTS��AND� 
����MILLION�RELATED�TO�MISCELLANEOUS�ITEMS� 

o�/THER�PROJECTS�NEEDED�TO�COMPLETE�THE�%AST�3PAN��INCLUDING�THE�3OUTH��3OUTH�$ETOUR��9ERBA�"UENA�)SLAND�STRUCTURES��/AKLAND� 
4OUCHDOWN��AND�THE�DEMOLITION�OF�THE�EXISTING�BRIDGE� 

p�4HE�%AST�3PAN�CONSTRUCTION�IS����PERCENT�COMPLETE�AS�OF�THE�#ALTRANS�!UGUST������REPORT� 
e�4HE�7EST�3PAN�RETROlT�IS�����PERCENT�COMPLETE�AND�THE�7EST�!PPROACH�CONSTRUCTION�IS����PERCENT�COMPLETE�AS�OF�THE�#ALTRANS� 
!UGUST������REPORT� 

LL�"RIDGE�RETROlT�IS����PERCENT�COMPLETE�AS�OF�THE�#ALTRANS�!UGUST������REPORT� 
��"RIDGE�RETROlT�IS�����PERCENT�COMPLETE�AS�OF�THE�#ALTRANS�!UGUST������REPORT� 

-OST�OF�THE�0ROGRAM�S�3IGNIlCANT�)NCREASE�IN�#OST�%STIMATES� 
AND�0ROGRAM�$ELAYS�2ELATE�TO�THE�%AST�3PAN 

-ORE�THAN����PERCENT��OR������BILLION��OF�THE�COST�INCREASE�FOR� 
SPECIlC�BRIDGES�RELATES�TO�THE�%AST�3PAN�REPLACEMENT�PROJECT�� 
WHICH�HAS�A�NUMBER�OF�COMPONENTS��INCLUDING�THE�SIGNATURE� 
SPAN��THE�SKYWAY��AND�THE�DEMOLITION�OF�THE�EXISTING�BRIDGE�� 
4HE�COMMISSION�CHOSE�THE�SIGNATURE�SPAN�DESIGN�TO�REPLACE� 
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4HE�%AST�3PAN�S�ESTIMATED� 
COST�IS������BILLION�� 
INCLUDING�ITS�SHARE�OF� 
THE�PROGRAM�CONTINGENCY� 
RESERVE� 

NEARLY�A�QUARTER�OF�THE�SIMPLER�SKYWAY�BRIDGE�THAT�#ALTRANS� 
ORIGINALLY�PROPOSED�FOR�THE�ENTIRE�DISTANCE�BETWEEN�/AKLAND�AND� 
9ERBA�"UENA�)SLAND��&IGURES���AND���IN�THE�)NTRODUCTION�SHOW� 
ARTISTS��RENDERINGS�OF�THESE�TWO�DESIGNS��!S�4ABLE���ON�PAGE� 
���SHOWS��ALTHOUGH�OTHER�%AST�3PAN�COMPONENTS�SAW�INCREASES� 
IN�COST�ESTIMATES�BETWEEN�!"������AND�!UGUST�������THE�MOST� 
SIGNIlCANT�WAS�THE�INCREASE�FOR�THE�SIGNATURE�SPAN��WHICH�ROSE� 
BY�MORE�THAN������BILLION��OR�����PERCENT��)N�CONTRAST��THE� 
SKYWAY�COMPONENT�THAT�REMAINED�IN�THE�%AST�3PAN�DESIGN�ROSE� 
BY����PERCENT��THE�REMAINDER�OF�THE�%AST�3PAN��COMPOSED�OF� 
���COMPONENTS��ROSE�BY����PERCENT� 

)N�ADDITION��#ALTRANS��!UGUST������ESTIMATES�INCLUDE�A� 
�����MILLION�PROGRAM�CONTINGENCY�RESERVE��/F�THIS�AMOUNT�� 
�����MILLION��OR����PERCENT��OF�THE������MILLION�IN�PROGRAM� 
CONTINGENCY�RESERVES�ASSOCIATED�WITH�THE�CAPITAL�COSTS�OF� 
PARTICULAR�BRIDGES�RELATES�TO�THE�%AST�3PAN��!LTHOUGH�SUPPORT� 
COSTS�ARE�NOT�BROKEN�OUT�BY�BRIDGE��BASED�ON�THE�FACT�THAT� 
THE�%AST�3PAN�ACCOUNTS�FOR����PERCENT�OF�BRIDGE�SPECIlC� 
CONTINGENCY�AMOUNTS�AND����PERCENT�OF�PROJECT�SPECIlC�COST� 
OVERRUNS��WE�BELIEVE�IT�IS�REASONABLE�TO�ATTRIBUTE����PERCENT� 
OF�THE������MILLION�IN�CONTINGENCY�RELATED�TO�SUPPORT�COSTS�� 
OR������MILLION�TO�THE�%AST�3PAN��)N�TOTAL��IT�THEREFORE�APPEARS� 
THAT�THE�%AST�3PAN�COSTS��INCLUDING�AMOUNTS�RELATED�TO�THE� 
PROGRAM�CONTINGENCY��TOTAL�ABOUT������BILLION��/F�THIS�AMOUNT�� 
THE�SIGNATURE�SPAN�COST�IS������BILLION��INCLUDING������MILLION� 
RELATED�TO�THE�PROGRAM�CONTINGENCY�� 

3INCE�������THE�%AST�3PAN�ALSO�HAS�BEEN�THE�SOURCE�OF�THE� 
PROGRAM�S�LONGEST�SCHEDULE�DELAYS��!S�SEEN�IN�&IGURE����IN� 
!UGUST�������#ALTRANS�EXPECTED�THE�PROGRAM�TO�BE�COMPLETED� 
BY�������FOUR�YEARS�LATER�THAN�IT�ESTIMATED�IN�������4HIS�DELAY� 
CAN�BE�ATTRIBUTED�ALMOST�ENTIRELY�TO�THE�SIGNATURE�SPAN��#ALTRANS� 
POSTPONED�THE�BID�OPENING�lVE�TIMES�DURING�THE�ADVERTISEMENT� 
PERIOD��DELAYING�THE�PROJECT�BY�ALMOST�ONE�YEAR��AND�AGREED�TO� 
GIVE�CONTRACTORS�THREE�MORE�YEARS�THAN�IT�ORIGINALLY�ENVISIONED� 
TO�COMPLETE�THEIR�WORK��7ITH�LONGER�SCHEDULES��COSTS�INCREASE� 
BECAUSE�SOME�LEVEL�OF�#ALTRANS��SUPPORT�STAFF�MUST�BE�RETAINED� 
FOR�THE�PROGRAM�S�DURATION��)N�ADDITION��AS�SCHEDULES�LENGTHEN�� 
INmATION�LIFTS�COSTS�IN�GENERAL��AND�THERE�IS�MORE�RISK�OF� 
UNEXPECTED�PRICE�INCREASES�� 
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4IMELINE�FOR�THE�2EMAINING�0ROJECTS�5NDER�#ONSTRUCTION 
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3OURCES��#ALTRANS��PROJECT�PLANS�AS�OF�!"������AND�THE�#ALTRANS�!UGUST������REPORT� 

�4HE�TIMELINE�FOR�THE�%AST�3PAN�REPLACEMENT�ASSUMED�THAT�#ALTRANS�WOULD�ACCEPT�THE�SOLE�BID�RECEIVED�FOR�THE�SIGNATURE�SPAN�S�
 
SUPERSTRUCTURE�IN�-AY������
 

3EISMIC�2ETROlT�7ORK�(AS�0ROVEN�TO�"E�$IFlCULT�TO�%STIMATE 

!CCORDING�TO�#ALTRANS��NOT�ONLY�ARE�THE�TOLL�BRIDGES�THE�LARGEST� 
AND�MOST�COMPLICATED�BRIDGES�IN�THE�3TATE��BUT�NOWHERE�IN� 
THE�WORLD�HAVE�BRIDGES�AS�COMPLEX�AS�THESE�BEEN�SEISMICALLY� 
RETROlTTED��&URTHERMORE��A�CONSULTING�lRM�HIRED�TO�PERFORM� 
A�COST�REVIEW�OF�THE�TOLL�BRIDGE�SEISMIC�RETROFIT�PROGRAM� 
REPORTED�THAT�THE�PROPOSED�%AST�3PAN�IS�SUFlCIENTLY�UNIQUE� 
THAT�TRADITIONAL�ESTIMATING�METRICS�FOR�HIGHWAY�CONSTRUCTION� 
DO�NOT�APPLY��)N�ADDITION��THE�JOINT�VENTURE�DESIGN�lRM�FOR�THE� 
2ICHMOND
3AN�2AFAEL�"RIDGE�SAYS�IT�IS�USING�RETROlT�STRATEGIES� 
AT�SCALES�NEVER�USED�BEFORE�AND�THAT�CIRCUMSTANCES�SUCH�AS� 
THESE�PRODUCE�A�GREATER�DEGREE�OF�COST�UNCERTAINTY�AND�LIMIT�THE� 
ABILITY�TO�DRAW�FROM�PAST�EXPERIENCES�AND�TO�EMPLOY�TRADITIONAL� 
ESTIMATING�PRACTICES�� 

2ECOGNIZING�THESE�SIGNIFICANT�CHALLENGES��#ALTRANS�USED� 
NUMEROUS�OUTSIDE�EXPERTS�AND�ACADEMIC�ADVISERS�WHEN� 
ESTIMATING�PROJECT�COST��5NDER�#ALTRANS��SUPERVISION��PRIVATE� 
CONSULTING�lRMS�PREPARED�THE�COST�ESTIMATES�FOR�ALL�THE�TOLL� 
BRIDGES��EXCEPT�FOR�THE�WEST�SPAN�OF�THE�"AY�"RIDGE��WHICH� 
#ALTRANS�PREPARED�ON�ITS�OWN��#ALTRANS�ATTRIBUTES�MUCH�OF�THE� 
DIFlCULTY�IN�RETROlTTING�THE�STRUCTURES�TO�FACTORS�SUCH�AS�VARIABLE� 
SOILS�AND�FOUNDATIONS��BASING�RETROlTS�ON�SEISMIC�FORCES�MUCH� 
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#ALTRANS��LIMITED�ACCESS� 
TO�THE�PROPRIETARY�DATA� 
THAT�SUPPORTS�CONTRACTORS�� 
BIDS�MAKES�IT�DIFlCULT�TO� 
ATTRIBUTE�DOLLAR�EFFECTS�TO� 
SPECIlC�CAUSES� 

STRONGER�THAN�THOSE�THE�ORIGINAL�BRIDGES�WERE�DESIGNED�FOR�� 
AGING�STRUCTURES��HEAVY�TRAFlC�VOLUMES��CONmICTS�WITH�UTILITIES�� 
AND�VARIOUS�ENVIRONMENTAL�CONCERNS��&URTHER��SEVERAL�OF�THE� 
.ORTHERN�#ALIFORNIA�TOLL�BRIDGES�SPAN�GEOLOGIC�FORMATIONS� 
THAT�PLACE�SOME�PORTIONS�OF�THE�RESPECTIVE�BRIDGES�AND�THEIR� 
FOUNDATIONS�IN�LOCATIONS�OF�ROCK�AND�OTHER�PORTIONS�IN�MUD�� 
!LSO��MUCH�OF�THE�FOUNDATION�WORK�IS�UNDERWATER��A�CONDITION� 
THAT�#ALTRANS�HAS�FOUND�DIFlCULT�TO�ESTIMATE�ACCURATELY��!LL� 
THESE�FACTORS�HAVE�PRESENTED�#ALTRANS�WITH�A�UNIQUE�AND� 
UNPRECEDENTED�TASK�WHEN�ESTIMATING�PROJECT�COSTS� 

6!2)/53�&!#4/23�#/.42)"54%$�4/�4(%�()'(%2� 
#/34�%34)-!4%3�!.$�$%,!93� 

.O�ONE�FACTOR�ALONE�CAUSED�THE�SIGNIlCANT�RISING�COST�ESTIMATES� 
AFFECTING�THE�SEISMIC�RETROlTTING�OF�SELECTED�TOLL�BRIDGES��4HE� 
MULTIPLICITY�OF�FACTORS��ALONG�WITH�THE�LIMITED�ACCESS�#ALTRANS� 
HAS�TO�THE�PROPRIETARY�DATA�THAT�SUPPORTS�CONTRACTORS��BIDS�� 
MAKES�IT�DIFlCULT�TO�ATTRIBUTE�DOLLAR�EFFECTS�TO�SPECIlC�CAUSES�� 
!CCORDING�TO�STANDARD�PROVISIONS�IN�#ALTRANS��CONTRACTS�FOR�THE� 
PROGRAM��A�CONTRACTOR�MUST�SUBMIT�TO�#ALTRANS�ALL�DOCUMENTARY� 
INFORMATION�USED�IN�PREPARATION�OF�ITS�BID��4HE�DOCUMENTATION� 
IS�TO�BE�SO�DETAILED�AS�TO�ALLOW�FOR�AN�IN
DEPTH�ANALYSIS�OF�THE� 
CONTRACTOR�S�ESTIMATE��(OWEVER��#ALTRANS�HAS�ONLY����HOURS�AFTER� 
RECEIPT�TO�EXAMINE�THE�BID�DOCUMENTATION�TO�MAKE�SURE�IT�IS� 
AUTHENTIC��LEGIBLE��AND�INCLUDES�THE�NECESSARY�DOCUMENTATION�TO� 
SUPPORT�THE�BID�BEFORE�SEALING�IT�AND�DEPOSITING�IT�IN�AN�AGREED� 
UPON�COMMERCIAL�BANK�FOR�STORAGE��!FTER�THIS�POINT��#ALTRANS� 
AND�THE�CONTRACTOR�MAY�RETRIEVE�AND�JOINTLY�REVIEW�THE�BID� 
DOCUMENTATION�IN�ORDER�TO�ASSIST�IN�THE�NEGOTIATION�OF�PRICE� 
ADJUSTMENTS�AND�CHANGE�ORDERS��OR�TO�ASSIST�IN�THE�RESOLUTION�OR� 
IN�THE�SETTLEMENT�OF�CLAIMS�OR�DISPUTES��.EVERTHELESS��ACCORDING� 
TO�CONTRACT�PROVISIONS��#ALTRANS�AGREES�TO�SAFEGUARD�THE�BID� 
DOCUMENTATION�AGAINST�DISCLOSURE�TO�THE�FULLEST�EXTENT�PERMITTED� 
BY�LAW��AS�IT�IS�ACKNOWLEDGED�TO�CONSTITUTE�TRADE�SECRETS�AND�IS� 
NOT�DEEMED�A�PUBLIC�RECORD� 

4HESE�LIMITS�ON�ACCESS�AND�DISCLOSURE�OF�INFORMATION�ARE�AN� 
IMPORTANT�REASON�WHY�#ALTRANS�CANNOT�PROVIDE�DETAILED�SUPPORT� 
FOR�THE�INCREASED�COSTS�IT�ATTRIBUTED�TO�PARTICULAR�FACTORS�IN�ITS� 
COMMUNICATIONS�WITH�THE�,EGISLATURE�IN�!UGUST�������#ALTRANS� 
PROVIDED�US�WITH�ITS�PRESENTATION��WHICH�INCLUDED�A�TABLE�OF�THE� 
FACTORS�TO�WHICH�#ALTRANS�ATTRIBUTES�THE�PROGRAM�S�COST�INCREASES�� 
&OR�EXAMPLE��#ALTRANS�CITED������MILLION�IN�EXTRA�COSTS�DUE�TO� 
BONDING�AND�INSURANCE�MARKET�CHANGES�������MILLION�RELATED� 
TO�LIMITS�ON�COMPETITION�DUE�TO�CONSTRUCTION�INDUSTRY�CAPACITY�� 
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/UR�ANALYSIS�SUGGESTS� 
THAT�A�NUMBER�OF�FACTORS�� 
INCLUDING�VOLATILE�MARKET� 
CONDITIONS�AND�PROJECT� 
DELAYS��LED�TO�HIGHER�COST� 
ESTIMATES�IN������ 

AND������MILLION�RELATED�TO�RISKS�FOR�CONSTRUCTION�DELAYS��4HE� 
CHIEF�DEPUTY�DISTRICT�DIRECTOR�OVER�THE�TOLL�BRIDGE�PROGRAM�SAID� 
THAT�THE�AMOUNTS�WERE�BASED�ON�THE�PROFESSIONAL�JUDGMENT�OF� 
PROGRAM�MANAGERS�AND�THAT�THERE�WAS�NO�DOCUMENTARY�SUPPORT� 
THAT�IDENTIlED�THE�METHODOLOGY�OR�CALCULATIONS�ATTRIBUTED�TO� 
EACH�FACTOR��!CCORDING�TO�ITS�DIRECTOR��#ALTRANS�DERIVED�THESE� 
AMOUNTS�FROM�CONSTRUCTION�INDUSTRY�INPUT��#ALTRANS��STRUCTURAL� 
MATERIAL�ESCALATION�INDICES��STEEL�INDUSTRY�PUBLICATIONS��ONGOING� 
CONTRACTOR�CONTACTS��AND�HISTORICAL�TOLL�BRIDGE�CONSTRUCTION�DATA�� 

.EVERTHELESS��COMPARING�#ALTRANS��TWO�COST�ESTIMATES��FROM������ 
AND�������WE�FOUND�THAT�MUCH�OF�THE�PROGRAM�S�COST�INCREASES� 
OCCURRED�IN�SEVERAL�AREAS�SUCH�AS�STRUCTURAL�STEEL��CONTRACTOR� 
OVERHEAD��AND�SUPPORT�COSTS��!LTHOUGH�UNABLE�TO�FULLY�DElNE� 
THE�UNDERLYING�CAUSES�OF�THESE�INCREASES��OUR�ANALYSIS�SUGGESTS� 
THAT�A�NUMBER�OF�FACTORS��INCLUDING�VOLATILE�MARKET�CONDITIONS� 
AND�PROJECT�DELAYS��LED�TO�HIGHER�ESTIMATES��!FTER�REVIEWING�THESE� 
FACTORS��IT�APPEARS�THAT�AT�THE�TIME�#ALTRANS�CREATED�THE�ESTIMATES� 
FOR�!"������IN�!PRIL�������IT�COULD�NOT�HAVE�FORESEEN�ISSUES�THAT� 
EXPLAIN�MAJOR�INCREASES�IN�COST��WITH�THE�EXCEPTION�OF�THE�LACK�OF� 
FULL�COST�ESCALATION�� 

!S�PART�OF�ITS�PLANNING�AND�DESIGN�PHASES��#ALTRANS�OR�ITS� 
CONSULTANTS�PREPARED�DETAILED�COST�ESTIMATES�REmECTING�THE� 
MATERIALS�AND�SERVICES�THEY�BELIEVED�WERE�NEEDED�TO�RETROlT� 
OR�REPLACE�EACH�TOLL�BRIDGE��&OR�TWO�PARTS�OF�THE�%AST�3PAN�� 
THE�SKYWAY�AND�THE�SIGNATURE�SPAN��AND�FOR�THE�2ICHMOND
 
3AN�2AFAEL�"RIDGE��WE�CATEGORIZED�THESE�COSTS�FOR�#ALTRANS��TWO� 
ESTIMATES�ONE�FROM�������WHEN�!"������WAS�PASSED��AND� 
THE�OTHER�FROM�!UGUST������AND�ANALYZED�COST�CHANGES�TO� 
DETERMINE�WHERE�SIGNIlCANT�VARIANCES�OCCURRED��#OST�CATEGORIES� 
INCLUDE�THOSE�FOR�MATERIALS��SUCH�AS�STRUCTURAL�STEEL�AND�PRECAST� 
CONCRETE��AS�WELL�AS�INTANGIBLE�COSTS�SUCH�AS�CONTRACTOR�OVERHEAD� 
�INCLUDING�MOBILIZATION	�AND�#ALTRANS��SUPPORT�COSTS��&IGURE��� 
ON�THE�FOLLOWING�PAGE�HIGHLIGHTS�THE�CATEGORIES�WITH�THE�MOST� 
SIGNIlCANT�COST�INCREASES��SHOWING�THAT�lVE�AREAS�CONTRACTOR� 
OVERHEAD��STRUCTURAL�STEEL��AND�CONTINGENCY�RESERVES�FOR�THE� 
%AST�3PAN�S�SKYWAY�AND�SIGNATURE�SPAN��SUPPORT�COSTS�FOR�THE� 
%AST�3PAN��AND�THE�PROGRAM�S�CONTINGENCY�RESERVES�ACCOUNT�FOR� 
THE�BULK�OF�THE�PROGRAM�S�COST�INCREASES�� 
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0ERCENTAGE�)NCREASE�IN�6ARIOUS�#OST�#ATEGORIES
 

3OURCE�� #HAPTER������3TATUTES�OF�������!"�����	��AND�THE�#ALTRANS�!UGUST������REPORT� 

'IVING�MORE�DETAIL�ON�INCREASES�FOR�EACH�OF�THE�COST�CATEGORIES� 
WE�REVIEWED�FOR�THE�SKYWAY��SIGNATURE�SPAN��AND�2ICHMOND
 
3AN�2AFAEL�"RIDGE�PROJECTS��4ABLE���SHOWS�THAT�A�FEW�TYPES�OF� 
COSTS�ACCOUNT�FOR�MOST�OF�THESE�PROJECTS��COST�INCREASES�� 

/UR�ANALYSIS�POINTS�TO�THE�FOLLOWING�MARKET�AND�PROJECT� 
DEVELOPMENTS�THAT�LED�TO�HIGHER�ESTIMATES�FOR�THESE�COST�CATEGORIES�� 

s� (IGHER�STEEL�PRICES�� 

s� ,ENGTHENED�SCHEDULES�THAT�INCREASED�THE�NEED�FOR�CONTRACTOR� 
OVERHEAD�AND�#ALTRANS�SUPPORT��AND�FURTHER�ESCALATED�COSTS�� 

s� %SCALATION�THAT�#ALTRANS�DID�NOT�APPLY�TO�THE�ENTIRE�LIFE�OF�THE� 
PROJECTS�AT�THE�TIME�OF�!"������ 

s� $IFlCULTIES�WITH�UNDERWATER�WORK� 

s� 2ECOGNITION�OF�SIGNIlCANT�CONTINUING�RISK�THAT�LED�TO� 
INCREASED�CONTINGENCY�RESERVES� 
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!MOUNTS�OF�)NCREASES�IN�6ARIOUS�#OST�#ATEGORIES 
�)N�4HOUSANDS	 

3AN�&RANCISCO
/AKLAND�"AY�"RIDGE 

3KYWAY�AND� 2ICHMOND
 
3KYWAY 3IGNATURE�3PAN 3IGNATURE�3PAN 3AN�2AFAEL�"RIDGE 

#AST
IN
PLACE�CONCRETE �� ������ �� � �������� �� ��� ������ �� � � ����� 

#ORE�CONCRETE�DRILL�AND�BOND� 
��PRESTRESSING ����� ����� ������ ����� 

%NVIRONMENTAL�PRESERVATION ����� ��� ����� ��� 

%XCAVATION�AND�CLEANUP ����� ��� ����� ������ 

-ARINE�ACCESS .!
 ������ ������ .! 

-ICROPILES .! .! .! ������ 

/THER�MATERIALS�AND�SERVICES ���	 ������ ������ ����� 

#ONTRACTOR�OVERHEAD� ������� ������� ������� ������ 

0ILINGS ������ ����� ������ ������ 

0RECAST�CONCRETE ������ .! ������ ����� 

2EMOVAL�AND�DEMOLITION .! ����� ����� ��� 

2OADWAY ����	 ����� ����� .! 

3EISMIC�SAFETY ����� ������ ������ ��� 

3TRUCTURAL�STEEL�AND�MISCELLANEOUS 
��METAL ������ ������� ������� ������ 

4EMPORARY�ITEMS ����� .! ����� ��� 

4RAFlC�CONTROL�AND�SAFETY ��� ������	 ������	 ����� 

5TILITY�WORK�AND�SERVICES� ����� �� ����� ��� 

7ATER�POLLUTION�CONTROL�MEASURES ����	 .! ����	 ��� 

2ESERVES ������ ������� ������� ������� 

 /THER�ITEMSo ��� ������ ������ ������	 

��3UBTOTALS��#APITAL�OUTLAY�INCREASES �������� ���������� ��������� ������� 

#APITAL�OUTLAY�INCREASES�OTHER� 
��%AST�3PAN�PROJECTS ������� 

3UPPORT�COST�INCREASES�FOR�%AST�3PAN ������� 

3UPPORT�COST�INCREASES�FOR� 
��2ICHMOND
3AN�2AFAEL�"RIDGE ������ 

��4OTALS��0ROJECT�#OST�$IFFERENCES ���������� �������� 

3OURCES��#ALTRANS��!PRIL������AND�!UGUST������COST�ESTIMATES� 

.!���.OT�APPLICABLE� 

�-ARINE�ACCESS�WAS�A�SEPARATE�CATEGOR Y�IN�THE�SKYWAY�ESTIMATE�USED�FOR�!"�������BUT�THE�ITEM�WAS�INCLUDED�UNDER�THE�CONTRACTOR� 
OVERHEAD�CATEGORY�IN�THE�PROJECT�BID� 

o�/THER�ITEMS�INCLUDE�SUPPLEMENTAL�WORK��STATE
FURNISHED�MATERIALS��AND�MINOR�DIFFERENCES� 
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/UR�ANALYSIS�SUGGESTS� 
THAT�A�NUMBER�OF�FACTORS�� 
INCLUDING�VOLATILE�MARKET� 
CONDITIONS�AND�PROJECT� 
DELAYS��LED�TO�HIGHER�COST� 
ESTIMATES�IN������ 

6OLATILE�-ARKET�#ONDITIONS�#ONTRIBUTED�TO�#OST�)NCREASES� 
FOR�-ATERIALS 

#ALTRANS�HAS�EXPERIENCED�LARGE�INCREASES�IN�THE�COST�OF�BUILDING� 
MATERIALS�THAT�CAN�BE�ATTRIBUTED�IN�PART�TO�INCREASES�IN�MARKET� 
PRICES�AND�OTHER�LESS�QUANTIlABLE�FACTORS��4HE�LARGEST�MATERIALS� 
COST�INCREASES�ARE�FOR�THE�MORE�THAN��������TONS�OF�STRUCTURAL� 
STEEL�NEEDED�FOR�THE�SIGNATURE�SPAN�S�SUPERSTRUCTURE��WITH�ITS� 
���
FOOT�STEEL�TOWER��DECK��AND�SUSPENSION�CABLE��3TRUCTURAL�STEEL� 
ITEMS�GREATLY�INCREASED�FROM�THE�!"������ESTIMATE�MADE�IN������ 
TO�THE�-AY������CONTRACTOR�S�BID�� 

0ROJECTS�OFTEN�FACE�mUCTUATION�IN�MATERIAL�COST�ESTIMATES�UP� 
TO�THE�POINT�OF�LOCKING�IN�CONTRACTED�AMOUNTS��%STIMATORS� 
ACCOUNT�FOR�mUCTUATIONS�RELATED�TO�GENERAL�PRICE�TRENDS�BY�USING� 
ESCALATION�RATES�IN�ESTIMATES��BUT�ESCALATION�RATES�DO�NOT�COVER� 
UNEXPECTED�SPIKES�IN�MARKET�PRICES��!LSO��COST�INCREASES�BETWEEN� 
ESTIMATES�AND�CONTRACT�BID�AMOUNTS�CAN�BE�AFFECTED�BY�DIFFERING� 
ESTIMATES�OF�THE�QUANTITY�OF�MATERIALS�NEEDED�TO�ACCOMPLISH� 
PARTICULAR�DESIGN�OBJECTIVES��ALTHOUGH�THESE�DO�NOT�APPEAR�TO�BE� 
SIGNIlCANT�IN�THIS�CASE� 

#ALTRANS�SAW�A������MILLION��OR�����PERCENT��INCREASE�IN�THE� 
COST�OF�STRUCTURAL�STEEL�ITEMS�FOR�THE�SIGNATURE�SPAN��0ART�OF�THIS� 
INCREASE�IS�ATTRIBUTABLE�TO�A�SIGNIlCANT�INCREASE�IN�THE�PRICE� 
OF�STRUCTURAL�STEEL�IN�THE�lRST�HALF�OF�������!CCORDING�TO�AN� 
INDUSTRY�INDEX�THAT�#ALTRANS�ENGINEERS�USE�TO�MONITOR�STEEL�PRICE� 
mUCTUATIONS��THE�INDUSTRY�EXPERIENCED�A����PERCENT�INCREASE�IN� 
STRUCTURAL�STEEL�PRICES�IN�THE�lRST�HALF�OF�������7E�APPLIED�THIS� 
PERCENTAGE�TO�THE������MILLION�IN�STRUCTURAL�STEEL�COSTS�ESTIMATED� 
FOR�THE�SIGNATURE�SPAN�UNDER�!"������TO�GET�A�ROUGH�IDEA�OF�ITS� 
IMPACT�ON�MATERIALS�COSTS��4HIS�COMPUTATION�YIELDS�����MILLION� 
IN�EXTRA�STRUCTURAL�STEEL�COSTS�� 

!LTHOUGH�STEEL�PRICES�PLAYED�A�PART�IN�RISING�COSTS��INCREASES�IN� 
SOME�BID�ITEMS�ARE�WELL�OVER�WHAT�CAN�BE�EXPLAINED�BY�A�GENERAL� 
INCREASE�IN�STEEL�PRICES��&OR�EXAMPLE��THE�SIGNATURE�SPAN�CALLS� 
FOR�THE�BUILDING�OF�A�STEEL�FALSEWORK��IDENTIlED�AS�hTEMPORARY� 
TOWERSv�IN�THE�BID�DOCUMENT��TO�SUPPORT�DECK�SEGMENTS�DURING� 
BRIDGE�CONSTRUCTION��4HE�TEMPORARY�TOWERS�ARE�DESIGNED�TO�HOLD� 
THE�SIGNATURE�SPAN�IN�PLACE�UNTIL�THE�PERMANENT�TOWER�IS�BUILT� 
AND�THE�CABLE�SUSPENSION�FOR�THE�BRIDGE�IS�IN�PLACE��!FTERWARD�� 
THE�CONTRACTOR�WILL�REMOVE�THE�TEMPORARY�TOWERS��!T�THE�TIME� 
OF�!"�������WHEN�THE�BRIDGE�DESIGN�WAS�ABOUT����PERCENT� 
COMPLETE��#ALTRANS�ESTIMATED�THAT�THIS�TEMPORARY�STRUCTURE� 
WOULD�COST�����MILLION��4HE����PERCENT�INCREASE�IN�STRUCTURAL� 
STEEL�PRICES�IN�THE�lRST�HALF�OF������WOULD�INCREASE�THIS�ESTIMATE� 
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/NLY������MILLION�OF�THE� 
�����MILLION�INCREASE�IN� 
COST�FOR�THE�TEMPORARY� 
TOWERS�CAN�BE�ATTRIBUTED�TO� 
THE�INCREASED�PRICE�OF�STEEL� 

BY������MILLION�TO�������MILLION��7HEN�#ALTRANS��CONSULTANT� 
COMPLETED�THE�DESIGN�IN�!PRIL�������BEFORE�THE�SHARP�INCREASE�IN� 
STEEL�PRICES��IT�REVISED�THE�COST�TO�����MILLION��)N�!PRIL�������AFTER� 
THE�SHARP�INCREASE�IN�STEEL�PRICES��#ALTRANS��INTERNAL�ESTIMATES� 
INDICATED�THAT�THE�PROBABLE�BID�AMOUNT�FOR�THE�TEMPORARY� 
TOWERS�WOULD�BE�NEARLY�����MILLION��(OWEVER��IN�THE�SINGLE�BID� 
#ALTRANS�RECEIVED�IN�-AY�������THE�SIGNATURE�SPAN�TEMPORARY� 
TOWERS�WERE�ESTIMATED�AT������MILLION��FAR�BEYOND�THE�AMOUNT� 
BY�WHICH�HIGHER�STEEL�PRICES�WOULD�HAVE�INCREASED�THE�COST��/F� 
THE������MILLION�DIFFERENCE�BETWEEN�THE�BID�AND�THE�!"������ 
ESTIMATE�FOR�THE�TOWER��ONLY�ABOUT������MILLION�CAN�BE�ATTRIBUTED� 
TO�THE�PRICE�OF�STEEL�APPLIED�TO�THE�INITIAL�QUANTITY�OF�STEEL��AS� 
OPPOSED�TO�THE�QUANTITY�OF�STEEL��LABOR�TO�INSTALL�THE�STEEL��RISK�� 
PROlT��OR�OTHER�FACTORS� 

7E�ASKED�#ALTRANS�STAFF�TO�EXPLAIN�THIS�SIGNIlCANT�INCREASE�� 
SPECIlCALLY�QUESTIONING�WHETHER�A�PORTION�COULD�BE�EXPLAINED� 
BY�A�DIFFERENCE�BETWEEN�THE�QUANTITY�OF�STEEL�#ALTRANS��ESTIMATED� 
AND�WHAT�THE�BIDDER�CALCULATED�IT�NEEDED�TO�CONSTRUCT�THE� 
TEMPORARY�TOWERS�TO�SUPPORT�THE�LOAD�OF�THE�PERMANENT� 
STRUCTURES��4HE�DIRECTOR�TOLD�US�THAT��GIVEN�THE�LOAD�REQUIREMENTS� 
FOR�THE�TEMPORARY�TOWERS��THE�CONSULTING�lRM�#ALTRANS�USED� 
TO�ESTIMATE�COST�AND�MATERIALS�REQUIREMENTS�VERIlED�THAT�ITS� 
QUANTITY�ESTIMATES�ARE�STILL�VALID��4HUS��THE�DIRECTOR�INDICATES� 
THAT�THE�HIGHER�THAN�EXPECTED�BID�AMOUNT�LIKELY�IS�DUE�TO�A� 
NUMBER�OF�OTHER�FACTORS��&OR�EXAMPLE��THE�BIDDER�MAY�HAVE� 
INCLUDED�IN�THAT�AMOUNT�THE�COSTS�FOR�THE�HEAVY�EQUIPMENT�USED� 
TO�LIFT�THE�DECK�INTO�PLACE��INSTEAD�OF�PUTTING�THOSE�COSTS�IN�THE� 
LINE�ITEMS�FOR�ERECTING�THE�RELATED�STRUCTURAL�STEEL�ITEMS��!LSO�� 
THE�BIDDER�MAY�HAVE�INCORPORATED�AN�AMOUNT�TO�REmECT�THE�RISK� 
RELATED�TO�HOW�LONG�THE�TEMPORARY�TOWERS�WOULD�HAVE�TO�SUPPORT� 
THE�PERMANENT�WORK��&URTHER��THE�DIRECTOR�SAID�THE�CONTRACTOR�S� 
CASH�mOW�ALSO�MIGHT�HAVE�PLAYED�A�ROLE��3PECIlCALLY��THE�BIDDER� 
MAY�HAVE�MOVED�AMOUNTS�FROM�ANOTHER�LINE�ITEM�INTO�THE� 
TEMPORARY�TOWER�LINE��AN�EARLY�PAYMENT�LINE�ITEM��IN�ORDER�TO� 
RECEIVE�CONTRACT�PAYMENTS�EARLIER�THAN�IF�IT�HAD�INCLUDED�THE� 
AMOUNTS�IN�OTHER�BIDDABLE�ITEMS�� 

7HEN�WE�ASKED�#ALTRANS�FOR�OTHER�EXPLANATIONS�OF�COST�INCREASES�� 
THE�DIRECTOR�SAID�HE�BELIEVES�THE�BIDDING�CONTRACTOR�MIGHT�HAVE� 
ADDED�ON�A�MARGIN�TO�ITS�MATERIALS�COSTS�TO�COVER�OTHER�PROJECT� 
COSTS�NOT�IDENTIlED�INDIVIDUALLY�IN�THE�PROJECT�S�BID�ITEMS��(E�SAID� 
THAT�RISKS�FOR�FUTURE�SIGNIlCANT�MATERIAL�ESCALATIONS��BONDING�AND� 
INSURANCE�COSTS��AS�WELL�AS�THE�PERCEIVED�RISK�OF�THE�PROJECT��MIGHT� 
HAVE�BEEN�INCLUDED�IN�SUCH�A�MARGIN��"ECAUSE�#ALTRANS�HAS�LIMITED� 
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#ALTRANS�BELIEVES�THE� 
CONTRACTOR�MAY�HAVE� 
ADDED�ON�A�MARGIN�TO�ITS� 
MATERIALS�COSTS�TO�COVER� 
OTHER�PROJECT�COSTS�NOT� 
IDENTIlED�INDIVIDUALLY�IN� 
THE�BID�FOR�THE�SIGNATURE� 
SPAN�S�SUPERSTRUCTURE��BUT� 
CANNOT�SAY�TO�WHAT�EXTENT� 
SUCH�MARGINS�AFFECTED�THE� 
OVERALL�BID�AMOUNT� 

ACCESS�TO�THE�CONTRACTOR�S�DETAILED�COST�CALCULATIONS�ACCORDING�TO�THE� 
STANDARD�CONTRACT�PROVISIONS�#ALTRANS�USES��IT�CANNOT�SAY�TO�WHAT� 
EXTENT�SUCH�MARGINS�AFFECTED�THE�OVERALL�BID�AMOUNT� 

#ALTRANS�5NDERESTIMATED�THE�#ONTRACTOR�S�/VERHEAD�AS�A� 
3HARE�OF�#ONSTRUCTION�#OSTS��BUT�,ONGER�0ROJECT�4IMELINES� 
AND�$ELAYS�!LSO�0LAYED�A�2OLE�IN�(IGHER�#OSTS 

)N�ESTIMATING�COSTS�FOR�THE�%AST�3PAN�S�SKYWAY�AND�SIGNATURE� 
SPAN��#ALTRANS�UNDERESTIMATED�THE�CONTRACTOR�S�OVERHEAD�AS�A� 
PROPORTION�OF�TOTAL�PROJECT�CAPITAL�COSTS��(OWEVER��DELAYS�AND� 
EXTENSIONS�TO�PROJECT�TIMELINES��WHICH�LENGTHENED�THE�PERIOD�FOR� 
WHICH�ADMINISTRATIVE�SERVICES�WOULD�BE�NEEDED��ALSO�EXPLAIN�PART� 
OF�THE�INCREASE�IN�THESE�COSTS��!DDENDA�TO�THE�PROPOSED�CONTRACT� 
FOR�THE�SIGNATURE�SPAN�S�SUPERSTRUCTURE��MADE�IN�RESPONSE�TO� 
#ALTRANS��MEETINGS�WITH�POTENTIAL�BIDDERS��ADDED�THREE�YEARS�TO� 
THE�TIME�ALLOWED�TO�COMPLETE�THE�%AST�3PAN�PROJECT�� 

4YPICAL�OF�BID�DOCUMENTS��THE�SIGNATURE�SPAN�AND�THE�SKYWAY� 
BIDS�INCLUDED�SEPARATE�LUMP�SUM�AMOUNTS�FOR�TIME
RELATED� 
OVERHEAD�AND�MOBILIZATION��#ALTRANS�DElNES�TIME
RELATED� 
OVERHEAD�AS�THE�DAILY�COST�FOR�THE�CONTRACTOR�S�lELD�AND�HOME� 
OFlCE�MANAGERIAL�AND�ADMINISTRATIVE�STAFF�AS�IT�RELATES�TO�THE� 
NUMBER�OF�DAYS�NEEDED�TO�COMPLETE�A�CONTRACT��4HE�lELD�OFlCE� 
COST�ALSO�INCLUDES�RENT��UTILITIES��MAINTENANCE��SECURITY��SUPPLIES�� 
AND�EQUIPMENT�EXPENSES�OF�THE�PROJECT�lELD�OFlCE��!FTER�A� 
CONTRACT�IS�SIGNED��TIME
RELATED�OVERHEAD�COSTS�MAY�INCREASE�OR� 
DECREASE�AS�CHANGES�EXTEND�OR�REDUCE�THE�CONTRACT�COMPLETION� 
DATE��#ONTRACT�CHANGE�ORDERS�ALLOW�ADDED�PAYMENT�FOR�PROJECT� 
DELAYS��!DDITIONALLY��#ALTRANS�DElNES�MOBILIZATION�AS�THE�COST�OF� 
MOVING�LABORERS��TOOLS��CONSTRUCTION�EQUIPMENT��CONSTRUCTION� 
MATERIALS��AND�INCIDENTALS�TO�THE�PROJECT�SITE��ESTABLISHING�OFlCES�� 
BUILDINGS��AND�OTHER�FACILITIES�NECESSARY�FOR�WORK�ON�THE�PROJECT�� 
AND�ALL�OTHER�COSTS�THAT�MUST�BE�INCURRED�BEFORE�BEGINNING�WORK� 
ON�VARIOUS�CONTRACT�ITEMS�ON�THE�PROJECT�SITE� 

4HE�CONTRACTORS��BIDS�FOR�TIME
RELATED�OVERHEAD�ITEMS�FOR�THE� 
SKYWAY�AND�THE�SIGNATURE�SPAN�OF�THE�%AST�3PAN�WERE�MUCH� 
HIGHER�THAN�#ALTRANS�ANTICIPATED��&OR�THE�SKYWAY�BID�THESE�COSTS� 
WERE������MILLION��OR�����PERCENT�HIGHER��AND�FOR�THE�SIGNATURE� 
SPAN�THE�COSTS�WERE������MILLION��OR�����PERCENT�HIGHER��THAN� 
#ALTRANS��!"������ESTIMATES��4HE�DIRECTOR�INDICATES�THAT�#ALTRANS� 
NORMALLY�CALCULATES�OVERHEAD�COSTS�AS�A�PERCENTAGE�OF�CAPITAL� 
COSTS��&URTHER��HE�INDICATES�THAT�AT�THE�TIME�OF�!"�������#ALTRANS�� 
STANDARD�RATE�FOR�ESTIMATING�TIME
RELATED�OVERHEAD�WAS���PERCENT�� 
BUT�IT�APPLIED�A�RATE�OF����PERCENT�TO�%AST�3PAN�PROJECTS�BECAUSE� 
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#ALTRANS��ESTIMATES� 
FOR�!"������INCLUDED� 
TIME
RELATED�OVERHEAD� 
AT����PERCENT�OF�CAPITAL� 
COSTS��BUT�BIDS�FOR� 
THE�SIGNATURE�SPAN�S� 
SUPERSTRUCTURE�AND� 
THE�SKYWAY�CAME�IN� 
AT����PERCENT�AND� 
���PERCENT��RESPECTIVELY�� 
OF�CAPITAL�COSTS�� 

OF�THE�GREATER�RISK�OF�THE�PROJECTS��(OWEVER��RATES�FOR�TIME
 
RELATED�OVERHEAD�FOR�THE�TWO�PROJECTS�IN�THE�!UGUST������ 
ESTIMATES��WHICH�REmECT�ACTUAL�CONTRACTOR�BIDS�FOR�THE�PROJECT�� 
ARE�MUCH�HIGHER����PERCENT�FOR�THE�SKYWAY�AND����PERCENT� 
FOR�THE�SIGNATURE�SPAN��3INCE�������THE�DIRECTOR�INDICATES� 
THAT�#ALTRANS�CAPPED�THIS�BID�ITEM�AT�A�RATE�OF����PERCENT�� 
(OWEVER��HE�SAYS�#ALTRANS�BELIEVES�THAT�MARKET�CONDITIONS�AFTER� 
3EPTEMBER�����������HAVE�LED�TO�HIGHER�INSURANCE�AND�BONDING� 
COSTS��AND�GREATER�SCRUTINY�OF�RISK�ON�LARGE�PROJECTS��WHICH�HAS� 
CONTRIBUTED�TO�HIGHER�TIME
RELATED�OVERHEAD�BID�AMOUNTS�� 

)N�ADDITION��SCHEDULE�DELAYS�AND�CONTRACT�EXTENSIONS�INCREASED� 
TIME
RELATED�OVERHEAD��#ALTRANS�PUSHED�OUT�THE�CONSTRUCTION� 
SCHEDULE�TO�ATTRACT�AS�MANY�BIDDERS�AS�POSSIBLE�AND�TO�ADDRESS� 
THE�CONCERNS�OF�POTENTIAL�BIDDERS�REGARDING�THE�AMOUNT�OF�TIME� 
GIVEN�TO�CONSTRUCT�THE�SIGNATURE�SPAN�S�SUPERSTRUCTURE��$URING� 
THE�ADVERTISEMENT�PERIOD�OF�THE�CONTRACT�FOR�THE�SUPERSTRUCTURE�� 
#ALTRANS��MEETINGS�WITH�POTENTIAL�BIDDERS�RESULTED�IN����ADDENDA� 
TO�THE�PROPOSED�CONTRACT�TO�ADDRESS�ISSUES�THAT�CONTRACTORS� 
RAISED��SUCH�AS�THE�LEVEL�OF�LIQUIDATED�DAMAGES�IMPOSED�IN� 
THE�CONTRACT��THE�THREE
YEAR�CONTRACT�PERIOD��AND�VARIOUS�CASH� 
mOW�ISSUES��&IVE�ADDENDA�ADDED�MORE�THAN�THREE�YEARS�TO�THE� 
TIME�ALLOWED�FOR�PROJECT�COMPLETION��INCREASING�THE�CONTRACT� 
LENGTH�TO�WELL�OVER�SIX�YEARS��4HESE�CHANGES�INDICATE�THAT�THE� 
SIGNATURE�SPAN@S�SUPERSTRUCTURE�WAS�MORE�COMPLICATED�THAN� 
#ALTRANS�ORIGINALLY�ENVISIONED�AND�SO�COULD�BE�EXPECTED�TO�USE� 
CONSIDERABLY�MORE�ADMINISTRATIVE�RESOURCES��#ONSIDERING�THAT� 
THE�ADDENDA�DOUBLED�THE�LENGTH�OF�TIME�FOR�CONSTRUCTION��A� 
LARGE�INCREASE�IN�TIME
RELATED�OVERHEAD�COULD�BE�EXPECTED��&OR� 
EXAMPLE��ONCE�CONSTRUCTION�WAS�UNDER�WAY�ON�THE�SKYWAY�� 
DELAYS�ADDED�����DAYS�TO�THE�TIME�TO�COMPLETE�THE�PROJECT�AS� 
OF�.OVEMBER�������AND�CONTRACT�CHANGE�ORDERS�RELATED�TO�THE� 
DELAYS�ADDED�����MILLION�TO�TIME
RELATED�OVERHEAD�� 

!DDITIONALLY��MOBILIZATION�WAS�A�MAJOR�FACTOR�IN�INCREASED� 
OVERHEAD�COSTS�FOR�THE�SIGNATURE�SPAN��!LTHOUGH�THE� 
MOBILIZATION�BID�FOR�THE�SKYWAY�PROJECT�CAME�IN�ABOUT�AS� 
#ALTRANS�EXPECTED�UNDER�!"�������IT�WAS�SIGNIlCANTLY�HIGHER� 
THAN�EXPECTED�FOR�THE�SIGNATURE�SPAN��4HE�MOBILIZATION�AMOUNT� 
FOR�THE�SKYWAY�INCREASED�������MILLION�FROM�!"������TO� 
#ALTRANS��!UGUST������REPORT��AN�INCREASE�THAT�WAS�SIMILAR�TO� 
THAT�FOR�THE�OVERALL�SKYWAY�CONTRACT��-OBILIZATION�REPRESENTED� 
ABOUT����PERCENT�OF�SKYWAY�CAPITAL�COSTS��WHICH�IS�WHAT�#ALTRANS� 
HAD�CONTEMPLATED��(OWEVER��THE�!UGUST������SIGNATURE�SPAN� 
ESTIMATES�INCLUDE������MILLION�FOR�MOBILIZATION��OR�NEARLY� 
���PERCENT�OF�OVERALL�CAPITAL�COSTS��AN�INCREASE�OF������MILLION� 
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#ALTRANS��SUPPORT�COSTS�� 
INCLUDING�STAFF�SALARIES�� 
CONSULTANT�FEES��AND�OTHER� 
OPERATING�COSTS��ACCOUNT� 
FOR������MILLION��OR� 
���PERCENT��OF�THE�OVERALL� 
COST�INCREASES�BEFORE� 
PROGRAM�CONTINGENCIES� 

OVER�#ALTRANS��!"������ESTIMATE��4HE�%AST�3PAN�PROJECT�MANAGER� 
ATTRIBUTED�THE�HIGHER�MOBILIZATION�COSTS�FOR�THE�SIGNATURE�SPAN� 
TO�THE�FACT�THAT�#ALTRANS�INCREASED�CONTRACTUAL�MOBILIZATION� 
PAYMENTS�TO�RELIEVE�CASH�mOW�CONSTRAINTS�ON�CONTRACTORS�AND� 
TO�MITIGATE�THE�COST�OF�lNANCING��SHE�BELIEVED�BOTH�ACTIONS� 
SHOULD�HAVE�RESULTED�IN�A�REDUCED�BID��NOT�AN�INCREASED�ONE�� 
!DDITIONALLY��SHE�STATES�THAT�THE�OVERALL�INCREASE�IN�CAPITAL�COSTS� 
WOULD�TRANSLATE�TO�A�HIGHER�MOBILIZATION�BID�DUE�TO�THE�PAYMENT� 
STRUCTURE�UNDER�THE�CONTRACT�PROVISIONS� 

)NCREASES�IN�%STIMATES�FOR�#ALTRANS��3UPPORT�#OSTS� 
#ONTRIBUTED�3IGNIlCANTLY�TO�/VERALL�0ROGRAM�#OSTS 

3UPPORT�COSTS�FOR�#ALTRANS��ADMINISTRATION�OF�THE�PROGRAM� 
INCREASED�SIGNIlCANTLY�BETWEEN�THE�#ALTRANS��!"������AND� 
!UGUST������ESTIMATES��ACCOUNTING�FOR������MILLION��OR� 
���PERCENT��OF�THE�OVERALL�COST�INCREASES�BEFORE�PROGRAM� 
CONTINGENCIES��3UPPORT�COSTS�INCLUDE�SUCH�EXPENSES�AS� 
STAFF�SALARIES��CONSULTANT�FEES��AND�OTHER�OPERATING�COSTS�OF� 
ADMINISTERING�THE�CONSTRUCTION�ACTIVITIES�INVOLVED�IN�RETROlTTING� 
THE�TOLL�BRIDGES��4HE�INCREASED�SUPPORT�COSTS�IN�#ALTRANS�� 
!UGUST������ESTIMATE�REmECT�THE�DRAMATIC�RISE�IN�THE�PROGRAM�S� 
CAPITAL�COSTS��A�KEY�VARIABLE�IN�#ALTRANS��METHOD�FOR�ESTIMATING� 
ITS�SUPPORT�COSTS��AND�TIME�DELAYS��%STIMATED�CAPITAL�COSTS� 
INCREASED�BY����PERCENT�BETWEEN�!PRIL������AND�!UGUST������� 
WHILE�ESTIMATED�SUPPORT�COSTS�HAVE�GROWN�SLIGHTLY�MORE��BY� 
���PERCENT��OVER�THE�SAME�TIME�PERIOD�� 

4HE�PROGRAM�S�SIGNIlCANT�TIMELINE�DELAYS�AND�EXTENSIONS�ALSO� 
OFFER�AN�EXPLANATION�FOR�WHY�SUPPORT�COSTS��SIMILAR�TO�CONTRACTOR� 
OVERHEAD�COSTS��WOULD�BE�EXPECTED�TO�INCREASE��4HE�SUPPORT� 
COSTS�ESTIMATED�UNDER�!"������IN������EXTENDED�THROUGH� 
������HOWEVER��THE�!UGUST������ESTIMATE�ACCOUNTS�FOR�SUPPORT� 
COSTS�THROUGH�������#ALTRANS�WILL�HAVE�TO�RETAIN�CONSULTANTS� 
AND�STAFF�TO�SUPPORT�CONSTRUCTION�DURING�THE�ADDED�lVE�YEARS� 
OF�THE�PROGRAM��-AINTAINING�THIS�WORKFORCE�CAN�BE�EXPENSIVE�� 
&OR�EXAMPLE��#ALTRANS��EXPENDITURES�FOR�SUPPORT�COSTS�AVERAGED� 
ABOUT����MILLION�PER�MONTH�FOR�THE���
MONTH�PERIOD�ENDING�IN� 
/CTOBER�������5SING�THIS�SAME�MONTHLY�RATE�OVER�THE�lVE
YEAR� 
DIFFERENCE�BETWEEN�THE�!"������AND�!UGUST������CALCULATIONS� 
COULD�ACCOUNT�FOR�ROUGHLY������MILLION�OF�THE������MILLION� 
INCREASE�IN�THE�PROGRAM�S�SUPPORT�COSTS�� 
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#ALTRANS�APPLIED�AN� 
ESCALATION�RATE�TO�ITS� 
!"������ESTIMATES�UP�TO� 
THE�TIME�THAT�IT�EXPECTED� 
TO�RECEIVE�CONTRACT� 
BIDS��BUT�NOT�FOR�THE� 
CONSTRUCTION�PHASE� 

#ALTRANS�5NDERESTIMATED�0RICE�%SCALATION� 

&OR�LARGE�CONSTRUCTION�PROJECTS�THAT�EXTEND�OVER�A�PERIOD�OF�TIME�� 
ESTIMATES�NEED�TO�BUILD�IN�ESCALATION�RATES�FOR�INmATION�OVER�A� 
PROJECT�S�LIFE��#ALTRANS�INCORPORATED�AN�ANNUAL�ESCALATION�RATE� 
OF���PERCENT�INTO�ITS�!"������COST�ESTIMATES�FOR�COMPONENTS�OF� 
THE�%AST�3PAN��BUT�ONLY�TO�THE�TIME�WHEN�IT�EXPECTED�TO�RECEIVE� 
CONTRACTOR�BIDS��!LTHOUGH�COST�ESTIMATING�CAN�NEVER�BE�AN�EXACT� 
SCIENCE��#ALTRANS�KNEW�THAT�THE�BIDS�IT�RECEIVED�WOULD�REmECT� 
THAT�COSTS�FOR�MATERIALS�AND�SERVICES�USED�FOR�ITS�PROJECTS�WOULD� 
CONTINUE�TO�RISE�THROUGH�THE�CONSTRUCTION�PHASE��THEREFORE�� 
ONE�WOULD�EXPECT�ITS�ESTIMATES�TO�INCLUDE�A�CONSIDERATION�OF� 
ESCALATION�THROUGH�THE�CONSTRUCTION�PHASE��4O�REmECT�INmATION� 
THAT�WOULD�OCCUR�DURING�CONSTRUCTION��#ALTRANS�SHOULD�HAVE� 
EXTENDED�ITS�ESCALATION�CALCULATIONS�TO�COVER�THE�EXPECTED�TIME� 
TO�COMPLETE�THESE�COMPONENTS��&OR�EXAMPLE��!"������ESTIMATES� 
PREPARED�IN������INCLUDED�����MILLION�IN�ESCALATION�COSTS�FOR�THE� 
SIGNATURE�SPAN�THROUGH�.OVEMBER�������WHEN�#ALTRANS�EXPECTED� 
THIS�STRUCTURE�WOULD�TAKE�FOUR�YEARS�TO�CONSTRUCT��$URING�THIS� 
PERIOD��PRICES�WOULD�CONTINUE�TO�RISE��RESULTING�IN�EXTRA�COSTS� 
THAT�CONTRACTORS�WOULD�BE�EXPECTED�TO�BUILD�INTO�THEIR�BIDS��/NE� 
WAY�TO�ESTIMATE�THE�EFFECT�OF�INmATION�THROUGH�THE�CONSTRUCTION� 
PERIOD�IS�TO�ESCALATE�TOTAL�COSTS�THROUGH�THE�MIDPOINT�OF�THIS� 
PHASE��4HIS�GIVES�A�ROUGH�APPROXIMATION��AVOIDING�ESTIMATION� 
OF�EACH�YEAR�S�REMAINING�CONTRACT�BALANCE��5SING�THIS�METHOD� 
TO�ESCALATE�THE�SIGNATURE�SPAN�S�TOTAL�CAPITAL�COSTS�THROUGH�THE� 
MID
POINT�OF�THE�EXPECTED�FOUR
YEAR�CONSTRUCTION�PERIOD�AND� 
USING�#ALTRANS����PERCENT�ESCALATION�RATE��WE�CALCULATE�THAT�THE� 
!"������COST�ESTIMATES�FOR�THE�SIGNATURE�SPAN�MAY�HAVE�BEEN� 
APPROXIMATELY�����MILLION�HIGHER��&OR�THE�SKYWAY��ESCALATING� 
COSTS�THROUGH�THE�MID
POINT�OF�THE�EXPECTED�CONSTRUCTION�PERIOD� 
WOULD�HAVE�YIELDED�AN�!"������ESTIMATE�THAT�MAY�HAVE�BEEN� 
APPROXIMATELY�����MILLION�HIGHER�THAN�#ALTRANS��lGURE� 

3IMILARLY��EXTENDING�THE�PROGRAM�FOUR�YEARS�WOULD�HAVE�HAD� 
A�LARGE�IMPACT�ON�CAPITAL�COSTS�ABOVE�THAT�WHICH�IS�CALCULATED� 
IN�THE�PRIOR�PARAGRAPH��&URTHER�INmATING�CAPITAL�COST�ESTIMATES� 
UNDER�!"������FOR�THIS�EXTENSION��WE�ESTIMATE�THAT�IT�COULD� 
ACCOUNT�FOR�UP�TO������MILLION�OF�THE�SIGNATURE�SPAN�COST� 
INCREASE��4HESE�POTENTIAL�COSTS�THAT�CONTRACTORS�CAN�BE�EXPECTED� 
TO�ADD�TO�THEIR�BID�COSTS�HELP�EXPLAIN�SOME�OF�THE�OTHERWISE� 
INDETERMINABLE�COST�INCREASES�RELATED�TO�STRUCTURAL�STEEL�� 
OVERHEAD��AND�OTHER�COSTS� 
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#ALTRANS�ACCUMULATED� 
������MILLION�IN� 
ADDITIONAL�COSTS�RELATED� 
TO�UNDERWATER�WORK�ON� 
THE�2ICHMOND
3AN�2AFAEL� 
"RIDGE��INCLUDING� 
����MILLION�TO�REMOVE� 
UNDERWATER�DEBRIS� 

5NDERWATER�7ORK�)NCREASED�#OSTS�FOR�THE� 
2ICHMOND
3AN�2AFAEL�"RIDGE� 

4HE�RETROlT�OF�THE�2ICHMOND
3AN�2AFAEL�"RIDGE�HAS�FACED� 
MANY�OBSTACLES�RELATED�TO�UNDERWATER�WORK��5NDERWATER�DEBRIS� 
DISCOVERED�AFTER�CONSTRUCTION�BEGAN��DEEPER�THAN�EXPECTED� 
BEDROCK�AT�SEVERAL�LOCATIONS��AND�LACK�OF�CLEARANCE�FOR�DRIVING� 
MICROPILES�HAVE�CHALLENGED�THE�CONTRACTOR�WORKING�ON�THE� 
PROJECT��#HANGE�ORDERS�REmECTING�THESE�DIFlCULTIES�OF�UNDERWATER� 
WORK�HAVE�ADDED�������MILLION�TO�THE�PROJECT�S�COSTS� 

!CCORDING�TO�THE�RETROlT�PROJECT�MANAGER�FOR�THE�2ICHMOND
3AN� 
2AFAEL�"RIDGE��#ALTRANS�HIRED�A�CONSULTING�lRM�DURING�THE�PROJECT�S� 
DESIGN�PHASE�TO�CONDUCT�GEOTECHNICAL�TEST�BORINGS��MOSTLY�TO� 
DETERMINE�THE�DEPTH�AND�THICKNESS�OF�THE�BEDROCK�BASE��(OWEVER�� 
THE�EXTENT�TO�WHICH�THIS�BASE�VARIED�WAS�NOT�DISCOVERED�UNTIL� 
WORK�BEGAN��!LSO��THE�TEST�BORINGS�WERE�NOT�DESIGNED�TO�DETECT� 
BURIED�DEBRIS�LEFT�OVER�FROM�THE�ORIGINAL�BRIDGE��&URTHER��HE� 
STATED�THAT�WITHOUT�DEMOLISHING�EXISTING�PILE�CAPS�IT�WOULD�HAVE� 
BEEN�IMPOSSIBLE�TO�DETERMINE�THE�ACTUAL�PLACEMENT�OF�EXISTING� 
UNDERWATER�PILES��OR�SUPPORTS��4HESE�CONDITIONS�ULTIMATELY� 
HINDERED�COMPLETION�OF�THE�PROJECT��!S�OF�MID
*UNE�������#ALTRANS� 
HAD�ACCUMULATED�ABOUT�����MILLION�IN�APPROVED�OR�PENDING� 
CONTRACT�CHANGE�ORDERS�RELATED�TO�THE�REMOVAL�OF�UNDERWATER� 
DEBRIS��MOST�OF�IT��ACCORDING�TO�THE�RETROlT�PROJECT�MANAGER��LEFT� 
BEHIND�WHEN�THE�BRIDGE�ORIGINALLY�WAS�CONSTRUCTED��4HIS�DEBRIS� 
WAS�NOT�ON�THE�AS
BUILT�PLANS�FOR�THE�BRIDGE�AND�WAS�LOCATED� 
PRIMARILY�BELOW�THE�MUD�LINE�OVER�THE�LENGTH�OF�THE�PROJECT��4HE� 
ENGINEERS�ON�THE�CURRENT�RETROlT�PROJECT�DID�NOT�BECOME�AWARE� 
OF�THE�PROBLEM�OR�ITS�EXTENT�UNTIL�#ALTRANS�CONDUCTED�A�DETAILED� 
DIVING�INSPECTION�OF�THE�PIERS�AFTER�CONSTRUCTION�BEGAN��4HE� 
RETROlT�PROJECT�MANAGER�TOLD�US�THAT�#ALTRANS�DID�NOT�EXPEND� 
THE�RESOURCES�TO�CONDUCT�A�DIVING�INSPECTION�AS�PART�OF�THE� 
DESIGN�PHASE�BECAUSE�IT�DID�NOT�ANTICIPATE�THE�TYPES�OF�PROBLEMS� 
DISCUSSED�HERE�AND�BECAUSE�THE�DEBRIS�WAS�NOT�SHOWN�ON�THE�AS
 
BUILT�PLANS�� 

!LSO��CONDITIONS�RELATED�TO�THE�PILING�WORK�ON�THE�2ICHMOND
 
3AN�2AFAEL�"RIDGE�HAVE�RESULTED�IN�A�NUMBER�OF�PROJECT�CHANGE� 
ORDERS��TOTALING�ROUGHLY�������MILLION��!CCORDING�TO�THE�RETROlT� 
PROJECT�MANAGER��THE�CONTRACTOR�HAS�HAD�DIFlCULTY�WITH�SOME�OF� 
THE�PILING�WORK�BECAUSE�THEY�DISCOVERED�THAT�SOIL�CONDITIONS�AND� 
BEDROCK�DEPTH�VARIED�CONSIDERABLY�OVER�SHORT�DISTANCES��CREATING� 
THE�NEED�TO�SHORTEN�OR�LENGTHEN�PILES��4O�MINIMIZE�DELAYS�THAT� 
COULD�PROLONG�THE�JOB��#ALTRANS�HAS�AGREED�TO�PAY�FOR�MUCH�OF� 
THE�ADDED�COSTS��INCLUDING�ADDITIONAL�LABOR�SHIFTS��NEEDED�TO� 
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)N�!UGUST������� 
ESTIMATED�CONTINGENCY� 
RESERVES�FOR�THE�SKYWAY�� 
SIGNATURE�SPAN��AND� 
2ICHMOND
3AN�2AFAEL� 
"RIDGE�WERE�SIGNIlCANTLY� 
HIGHER�THAN�FOR�MORE� 
TYPICAL�PROJECTS� 

COMPLETE�THE�WORK��#ALTRANS�HAD�CONDUCTED�GEOTECHNICAL�WORK� 
IN�THE�DESIGN�PHASE��WHICH�INCLUDED����TEST�BORINGS��BUT�THESE� 
EFFORTS�DID�NOT�UNCOVER�THE�EXTENT�OF�THE�GROUND�VARIANCE� 

&INALLY��THE�INSTALLATION�OF�UNDERWATER�MICROPILES�HAS�CONTINUED� 
TO�COST�MORE�THAN�ANTICIPATED��!CCORDING�TO�THE�RETROlT�PROJECT� 
MANAGER��#ALTRANS�KNEW�THAT�IF�THE�ORIGINAL�BRIDGE�PILES�WERE� 
DRIVEN�ACCORDING�TO�PLAN��THE�CONTRACTOR�WOULD�HAVE�ONLY� 
FOUR�INCHES�OF�CLEARANCE�FOR�DRIVING�THE�MICROPILES��(OWEVER��THE� 
CONTRACTOR�FOUND�THAT�SOME�OF�THE�ORIGINAL�BRIDGE�PILES�HAD�NOT� 
BEEN�DRIVEN�STRAIGHT�INTO�THE�BEDROCK��BUT�WERE�SITTING�AT�ODD� 
ANGLES��WHICH�ELIMINATED�THE�SMALL�AMOUNT�OF�CLEARANCE�NEEDED� 
TO�DRIVE�THE�NEW�MICROPILES��#ONSEQUENTLY��#ALTRANS�SOMETIMES� 
HAD�TO�PAY�THE�CONTRACTOR�FOR�REDESIGNING�AND�REDRIVING�THE� 
MICROPILES��A�SIGNIlCANT�AMOUNT�OF�EXTRA�WORK�FOR�THE�CONTRACTOR�� 
#HANGE�ORDERS�RELATED�TO�MICROPILE�WORK�HAVE�COST�#ALTRANS� 
MORE�THAN�����MILLION�OVER�CONTRACTED�AMOUNTS� 

4HE�0ROGRAM�S�#ONTINGENCY�2ESERVES�FOR� 
0OTENTIAL�#OST�)NCREASES�2EMAIN�(IGH� 

0ART�OF�THE�ANTICIPATED������BILLION�INCREASE�IN�THE�!UGUST������ 
ESTIMATES�INCLUDE�CONTINGENCY�RESERVES�TO�COVER�POTENTIAL�COSTS� 
RELATED�TO�THE�PROGRAM�S�UNIQUE�ESTIMATING�CHALLENGES��#ALTRANS� 
LOOKS�TO�ITS�CONTINGENCY�RESERVES�TO�COVER�UNFORESEEN�COSTS� 
AND�POTENTIAL�CLAIMS�RELATED�TO�IDENTIFIED�PROBLEMS��GENERALLY� 
ESTABLISHING�A�CONTINGENCY�RESERVE�FOR�EACH�PROJECT�AND�SOMETIMES� 
A�PROGRAM
WIDE�CONTINGENCY�RESERVE��)N�ITS�!UGUST������COST� 
ESTIMATES��#ALTRANS�ESTABLISHED�CONTINGENCY�RESERVE�AMOUNTS�FOR� 
THE�SKYWAY��SIGNATURE�SPAN��AND�THE�2ICHMOND
3AN�2AFAEL�"RIDGE� 
THAT�ARE�SIGNIlCANTLY�HIGHER�THAN�CONTINGENCY�RESERVE�LEVELS�OF� 
MORE�TYPICAL�PROJECTS��REmECTING�THE�GREATER�AMOUNT�OF�RISK�THESE� 
PROJECTS�HAVE�FOR�SCHEDULE�DELAYS�AND�COST�OVERRUNS�� 

#OMPENSATING�FOR�THE�LIMITED�INFORMATION�AVAILABLE�DURING�THE� 
PLANNING�PHASE�OF�A�PROJECT��ALLOCATIONS�FOR�CONTINGENCY�RESERVES� 
START�HIGH��AND�THEN�GENERALLY�DECREASE�AS�FUNDING�IS�TRANSFERRED� 
FROM�THEM�TO�IDENTIlABLE�COST�CATEGORIES��!T�PROJECT�COMPLETION�� 
AMOUNTS�REMAINING�IN�THE�RESERVE�REPRESENT�THE�EXTENT�TO�WHICH� 
A�PROJECT�HAS�BEEN�COMPLETED�FOR�LESS�THAN�THE�BUDGET�OR�COST� 
ESTIMATE��&OLLOWING�THIS�LOGIC��#ALTRANS��POLICY�DICTATES�THAT� 
RESERVES�SHOULD�RANGE�FROM����PERCENT�TO����PERCENT�OF�PROJECT� 
COSTS�IN�THE�CONCEPTUAL�STAGES�OF�A�PROJECT��/NCE�A�PROJECT�IS� 
APPROVED�AND�PROGRESSES�INTO�ITS�PLANNING�AND�DESIGN�PHASES�� 
THE�CONTINGENCY�RESERVE�PERCENTAGE�IS�REDUCED��"Y�THE�TIME�A� 
PROJECT�IS�ADVERTISED�FOR�BID��CONTINGENCY�RESERVE�LEVELS�NORMALLY� 
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4HE������MILLION� 
CONTINGENCY�RESERVE� 
REPRESENTS�THE�LEVEL� 
"ECHTEL�CONCLUDED�WAS� 
NECESSARY�TO�PROVIDE�AN� 
���PERCENT�ASSURANCE�THAT� 
COSTS�WOULD�NOT�EXCEED� 
#ALTRANS��!UGUST������ 
COST�ESTIMATE�� 

ARE�REDUCED�TO�ABOUT���PERCENT�OF�THE�PROJECT�S�COST��#ALTRANS�� 
POLICY�STATES�THAT�ANY�PERCENTAGE�HIGHER�THAN�THIS�MUST�BE� 
JUSTIlED�BASED�ON�THE�ATYPICAL�NATURE�OF�THE�PROJECT�� 

!S�SHOWN�IN�4ABLE����THE�CONTINGENCY�RESERVE�AMOUNTS�THAT� 
#ALTRANS�BUILT�INTO�ITS�!UGUST������COST�ESTIMATES�FOR�THE�SKYWAY�� 
SIGNATURE�SPAN��AND�THE�2ICHMOND
3AN�2AFAEL�"RIDGE�REMAIN� 
SUBSTANTIAL��SOMETIMES�EVEN�ABOVE�!"������COST�ESTIMATES�IN� 
TERMS�OF�THE�PERCENTAGE�OF�CAPITAL�COSTS�THEY�REPRESENT��4HE� 
PROJECT�CONTINGENCY�RESERVES�ARE�ALSO�SIGNIlCANTLY�HIGHER�THAN� 
CONTINGENCY�RESERVE�LEVELS�OF�MORE�TYPICAL�PROJECTS�UNDER� 
NORMAL�#ALTRANS�GUIDELINES��)N�!UGUST�������THE�SKYWAY�AND� 
THE�2ICHMOND
3AN�2AFAEL�"RIDGE�WERE�UNDER�CONSTRUCTION� 
AND�#ALTRANS�HAD�RECEIVED�A�BID�FOR�THE�SIGNATURE�SPAN�S� 
SUPERSTRUCTURE��!S�DISCUSSED�EARLIER��NORMAL�POLICY�INDICATES� 
RESERVES�OF���PERCENT�OR�LESS�IN�THESE�CIRCUMSTANCES��!CCORDING� 
TO�ITS�DIRECTOR��#ALTRANS�ESTIMATED�ADDITIONAL�CONTINGENCY� 
RESERVE�AMOUNTS�FOR�THE�PROJECTS�NOT�YET�COMPLETED�BASED� 
ON�DATA�DERIVED�FROM�CONTRACTS�CURRENTLY�IN�OR�NOT�YET�UNDER� 
CONSTRUCTION��AS�WELL�AS�HISTORICAL�INFORMATION�FROM�COMPLETED� 
TOLL�BRIDGE�CONSTRUCTION�CONTRACTS� 

&URTHER��IN�!UGUST�������#ALTRANS�ESTIMATED�THAT�IT�NEEDED�A� 
�����MILLION�PROGRAM�CONTINGENCY�RESERVE�BASED�ON�THE�RESULTS� 
OF�A�PROBABILISTIC�RISK�ANALYSIS�MODEL�FOR�CONSTRUCTION�COSTS�USED� 
BY�"ECHTEL��4HE�MODEL�INCLUDED�SIGNIlCANT�COMPONENTS�RELATED� 
TO�WORK�NOT�YET�COMPLETED�THAT�COULD�AFFECT�THE�OUTCOME�OF�THE� 
PROGRAM��SUCH�AS�CONTRACT�WORK�NOT�COMPLETED��CONTRACT�WORK� 
NOT�YET�AWARDED��UNRESOLVED�CHANGES�AND�CLAIMS��POTENTIAL� 
CHANGES��CLAIMS��AND�DELAYS��AND�ESCALATION��"ECHTEL�ASSIGNED� 
PROBABILITY�VALUES�RANGING�FROM����PERCENT�TO����PERCENT�TO�THE� 
TERMS�IN�THE�MODEL��AND�THEN�RAN�������ITERATIONS�OF�THE�MODEL�TO� 
DEVELOP�A�PROBABILISTIC�OUTCOME��4HE������MILLION�RESERVE�LEVEL� 
THAT�CAME�OUT�OF�THIS�PROCESS�REPRESENTS�THE�RESERVE�LEVEL�"ECHTEL� 
CONCLUDED�WAS�REQUIRED�TO�PROVIDE�AN����PERCENT�LIKELIHOOD�THE� 
PROGRAM�COST�ESTIMATE�WILL�NOT�BE�EXCEEDED��)N�ADDITION��"ECHTEL� 
PERFORMED�A�SCHEDULE�RISK�ANALYSIS�FOR�CONSTRUCTION�AND�APPLIED�A� 
PROGRAM�CONTINGENCY�TO�SUPPORT�COSTS�� 

&OR�THE�RISK�ANALYSIS�MODEL��"ECHTEL�DREW�NOT�ONLY�ON�#ALTRANS�� 
EXPERIENCE�WITH�THE�TOLL�BRIDGE�SEISMIC�RETROlT�PROGRAM��BUT� 
ALSO�FROM�ITS�OWN�ROLE�IN�MONITORING�AND�REPORTING�BRIDGE�AND� 
HIGHWAY�IMPROVEMENT�PROJECTS�FUNDED�UNDER�THE�"AY�!REA�4OLL� 
!UTHORITY�S��"!4!	�2EGIONAL�-EASURE����MEASURE��	�PROGRAM��)N� 
ITS�ROLE�ON�THE�MEASURE���PROGRAM��PROVIDING�PROJECT�MONITORING� 
SERVICES��"ECHTEL�HAS�BECOME�FAMILIAR�WITH�#ALTRANS��DIFlCULTIES� 
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2ESERVES�FOR�-AJOR�0ROJECTS�AND�THE�0ROGRAM�2EMAIN�(IGH
 
�$OLLARS�)N�-ILLIONS	
 

2ESERVES�AS�A� 
0ERCENTAGE� 
OF�%STIMATED� 

%STIMATION�0OINT #APITAL�#OST !MOUNT�OF�2ESERVES 0ROJECT�3TAGE 

2ICHMOND
3AN�2AFAEL�"RIDGE 

!"����� ����� ������ ��PERCENT�OF�RETROlT 

!UGUST����� ���� ����� ���PERCENT�OF�RETROlT 

3KYWAY 

!"����� ���� ���� ����PERCENT�OF�DESIGN 

!UGUST����� ���� ����� ���PERCENT�OF� 
CONSTRUCTION 

3IGNATURE�3PAN 

!"����� ���� ����� ���PERCENT�OF�DESIGN 

!UGUST����� ���� ����� "ID�RECEIVED 

0ROGRAM 

!"����� ���� ����� -AJOR�%AST�3PAN� 
CONTRACTS�NOT�BID 

!UGUST����� ���� ����� 3KYWAY�AT����PERCENT� 
OF�CONSTRUCTION�� 
BID�RECEIVED�FOR� 
SUPERSTRUCTURE�OF� 
SIGNATURE�SPAN� 

3OURCES���#ONSULTANT
PREPARED�COST�ESTIMATES�AND�#ALTRANS��!UGUST������COST�ESTIMATES� 

WITH�OTHER�TOLL�BRIDGE�CONSTRUCTION�IN�THE�"AY�!REA��INCLUDING� 
SIGNIlCANT�COST�AND�SCHEDULE�IMPACTS�ASSOCIATED�WITH�FOUNDATION� 
WORK�IN�WATER��&OR�EXAMPLE��THE�NEW�"ENICIA
-ARTINEZ�"RIDGE�� 
CURRENTLY�UNDER�CONSTRUCTION��HAS�EXPERIENCED�COST�OVERRUNS� 
OF�NEARLY����PERCENT�OVER�ITS�*UNE������BUDGET��RISING�FROM� 
�����MILLION�TO�NEARLY������BILLION�AS�OF�3EPTEMBER������� 
3IMILAR�TO�THE�2ICHMOND
3AN�2AFAEL�"RIDGE��THE�"ENICIA
-ARTINEZ� 
"RIDGE�HAS�HAD�MANY�DIFlCULTIES�WITH�UNDERWATER�CONSTRUCTION� 
WORK��WHICH�ACCOUNT�FOR�MOST�OF�THIS�COST�INCREASE��ACCORDING� 
TO�"ECHTEL�S�PROJECT�MONITORING�REPORTS�TO�"!4!��&OR�EXAMPLE�� 
"ECHTEL�S�-AY������REPORT�NOTES�THAT�THE�PROJECT�EXPERIENCED� 
PROBLEMS�SUCH�AS�INSTALLING�FOUNDATION�ROCK�SOCKETS��MITIGATING� 
THE�EFFECTS�OF�PILE�DRIVING�ON�lSH��AND�DRIVING�PILES�TO�THE� 
REQUIRED�ELEVATION��#ALTRANS�EXPERIENCED�SMALLER�COST�INCREASES� 
ON�THE�WEST�SPAN�REPLACEMENT�FOR�THE�#ARQUINEZ�"RIDGE��ANOTHER� 
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"ECAUSE�THE�BID�FOR� 
THE�SIGNATURE�SPAN�S� 
SUPERSTRUCTURE�HAS� 
EXPIRED��#ALTRANS�WILL� 
HAVE�TO�REBID�OR�REDESIGN� 
THIS�COMPONENT�OF�THE� 
%AST�3PAN� 

MEASURE���PROJECT��WHICH�SAW�AN�INCREASE�OF����PERCENT�ABOVE�ITS� 
*UNE������BUDGET��INCREASING�FROM������MILLION�TO������MILLION� 
AS�OF�3EPTEMBER������� 

7ITH�#ONTINUING�5NCERTAINTIES��THE�0ROGRAM�S�#OSTS�-AY� 
2ISE�&URTHER 

$ESPITE�THE�SIGNIlCANT�INCREASE�IN�THE�PROGRAM�S�ESTIMATES�� 
COSTS�COULD�GO�EVEN�HIGHER��ACCORDING�TO�!UGUST������REPORTS�BY� 
#ALTRANS�AND�BY�"ECHTEL��4HE�!UGUST������ESTIMATES�ASSUMED� 
THAT�#ALTRANS�WOULD�ACCEPT�THE�BID�FOR�THE�SIGNATURE�SPAN�S� 
SUPERSTRUCTURE�AND�THUS�KEEP�THE�PROGRAM�ON�SCHEDULE��)N�ITS� 
REPORT��#ALTRANS�STATED�THAT�IF�THE�BID�EXPIRED��IT�WOULD�HAVE�TO� 
READVERTISE�AND�REBID�THE�SUPERSTRUCTURE��POSSIBLY�RESULTING�IN�A� 
ONE
YEAR�SCHEDULE�DELAY�AND�A�SIGNIlCANT�ESCALATION�OF�COSTS��!S� 
DISCUSSED�IN�THE�)NTRODUCTION��THE�BID�EXPIRED�AND�THE�"USINESS�� 
4RANSPORTATION�AND�(OUSING�!GENCY��THE�STATE�OVERSIGHT�AGENCY� 
FOR�#ALTRANS��ANNOUNCED�THAT�IT�WAS�CONSIDERING�REBIDDING� 
OR�REDESIGNING�THE�SIGNATURE�SPAN��)N�!UGUST�������"ECHTEL� 
INDICATES�IT�REVIEWED�#ALTRANS��ANALYSIS�OF�BID�OPTIONS�FOR�THE� 
SUPERSTRUCTURE��WHICH�INDICATED�THAT�PROJECT�COSTS�WOULD�INCREASE� 
IF�THE�SUPERSTRUCTURE�WAS�READVERTISED�AND�REBID��OR�REDESIGNED�� 
3PECIlCALLY��"ECHTEL�CONCURRED�WITH�#ALTRANS�THAT�REBIDDING�THE� 
SUPERSTRUCTURE�USING�THE�SAME�DESIGN�COULD�INCREASE�PROJECT�COSTS� 
IN�A�RANGE�FROM�NOTHING�TO�AS�MUCH�AS������MILLION��3IMILARLY�� 
"ECHTEL�AGREED�WITH�#ALTRANS��ANALYSIS�THAT�REDESIGNING�THIS� 
COMPONENT�OF�THE�%AST�3PAN�AS�A�TYPICAL�CABLE
STAYED�BRIDGE�COULD� 
SAVE�THE�PROGRAM�����MILLION�BUT�ALSO�MIGHT�INCREASE�PROGRAM� 
COSTS�BY������MILLION��DEPENDING�ON�TIME�DELAYS�THAT�#ALTRANS� 
ESTIMATED�COULD�RANGE�FROM�TWO
AND
A
HALF�TO�FOUR�YEARS�� 

"ECHTEL�WAS�CAREFUL�TO�SAY�THAT�ITS�REVIEW�WAS�NOT�A�DETAILED� 
ESTIMATE�OF�PROGRAM�COSTS�AND�THAT�IT�DID�NOT�PERFORM�A�VALUE� 
ENGINEERING�ANALYSIS��&URTHER��"ECHTEL�STATED�THAT�#ALTRANS�AND� 
"!4!�PROVIDED�THE�INFORMATION�USED�IN�ITS�EVALUATION��BUT�THAT�IT� 
DID�NOT�INDEPENDENTLY�VERIFY�THAT�INFORMATION��2ATHER��"ECHTEL�S� 
COST�REVIEW�WAS�A�TREND�ANALYSIS�OF�THE�CURRENT�#ALTRANS��FORECASTED� 
COST�FOR�THE�PROGRAM�BASED�ON�INDIVIDUAL�PROJECT�CONTRACTS�� 
"ECHTEL�ALSO�PERFORMED�A�PRICING�VALIDATION�ON�THE�%AST�3PAN� 
CONTRACTS�NOT�YET�AWARDED��COMPLETED�COST�RISK�AND�SCHEDULE�RISK� 
ANALYSES��AND�EVALUATED�THE�PROGRAM�S�CONTINGENCY�RESERVE�� 

!CCORDING�TO�THE�COMMISSION��IN�3EPTEMBER�������#ALTRANS�� 
WITH�A�PRELIMINARY�REVIEW�BY�"ECHTEL��DEVELOPED�A�COST�ESTIMATE� 
FOR�REBIDDING�A�SKYWAY�DESIGN�TO�REPLACE�THE�SIGNATURE�SPAN�� 
"EFORE�CONSIDERING�OTHER�FACTORS�SUCH�AS�SCHEDULE�DELAYS�AND� 
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THE�CANCELLATION�AND�MODIlCATION�OF�EXISTING�CONTRACTS��THIS� 
ESTIMATE�INDICATES�THAT�A�SKYWAY�DESIGN�WOULD�COST������MILLION� 
LESS�THAN�THE�SIGNATURE�SPAN��!CCORDING�TO�THE�COMMISSION�� 
#ALTRANS�ESTIMATED�THAT�COSTS�ASSOCIATED�WITH�THE�OTHER�FACTORS� 
WOULD��HOWEVER��LARGELY�OFF�SET�THIS�GAIN��YIELDING�EITHER�SAVINGS� 
OF������MILLION�OR�ADDITIONAL�COSTS�OF������MILLION��4HE�COST� 
THAT�#ALTRANS�MAY�HAVE�INCURRED�TO�BUILD�A�SKYWAY�OVER�THE� 
SPAN�THAT�IS�NOW�THE�SKYWAY�PLUS�THE�SIGNATURE�SPAN�CANNOT�BE� 
KNOWN�WITH�CERTAINTY��%VEN�IF�#ALTRANS�HAD�REQUESTED�BIDS�FOR� 
THE�SKYWAY�THAT�IT�INITIALLY�RECOMMENDED��THE�AMOUNT�OF�CHANGE� 
ORDERS�TO�THE�CONTRACT�WOULD�NOT�BE�KNOWN��(OWEVER��#ALTRANS�� 
3EPTEMBER������ESTIMATE�OF�THE�CAPITAL�COST�FOR�BUILDING�AN� 
ADDITIONAL�SECTION�OF�SKYWAY�INSTEAD�OF�THE�SIGNATURE�SPAN� 
INDICATES�THIS�SECTION�OF�SKYWAY�WOULD�COST������MILLION��WHICH� 
IS������MILLION�LESS�THAN�#ALTRANS��CURRENT�ESTIMATED�CAPITAL�COST� 
FOR�THE�SIGNATURE�SPAN��WITHOUT�PROJECT�CONTINGENCY�RESERVES�� 
4HIS�PORTION�OF�THE�SKYWAY�WOULD�THUS�COST�ABOUT�������MILLION� 
PER�METER�VERSUS�A�COST�OF����������PER�METER�FOR�THE�CURRENT� 
SKYWAY��!CCORDING�TO�THE�COMMISSION��#ALTRANS��HIGHER�COST� 
ESTIMATE�ACCOUNTS�FOR�A�NUMBER�OF�FACTORS��SUCH�AS�DEEPER� 
MARINE�FOUNDATIONS��ROCK�INTERFACE�FOR�FOUNDATIONS��LONGER� 
SPANS�AND�TALLER�PIER�COLUMNS��THAT�WOULD�MAKE�THE�UNIT�COST�OF� 
BUILDING�THIS�PARTICULAR�SECTION�OF�THE�SKYWAY�MORE�EXPENSIVE� 
THAN�THE�UNIT�COST�OF�THE�SKYWAY�PROJECT�THAT�IS�CURRENTLY�UNDER� 
CONSTRUCTION��4HE������MILLION�SAVINGS�MAY��HOWEVER��BE�LOWER� 
THAN�THE�SAVINGS�THAT�AN�EARLIER�DECISION�TO�CHOOSE�THE�SKYWAY� 
DESIGN�WOULD�HAVE�GENERATED��#ALTRANS��ESTIMATE�REmECTS�TODAY�S� 
PRICES��WHICH�ARE�HIGHER�THAN�THOSE�THAT�WOULD�HAVE�APPLIED�IN� 
EARLIER�PERIODS��)N�ADDITION��#ALTRANS��ESTIMATE�DOES�NOT�INCLUDE� 
SAVINGS�FOR�PROJECT�AND�PROGRAM�CONTINGENCY�RESERVES�OR�SUPPORT� 
COSTS�EVEN�THOUGH�THE�SKYWAY�STRUCTURE�IS�LESS�COMPLEX�THAN�THE� 
SIGNATURE�SPAN� 

/N�$ECEMBER�����������#ALTRANS�PUBLISHED�A�STUDY�THAT� 
RECOMMENDED�EITHER�COMPLETING�THE�SIGNATURE�SPAN�AS�ORIGINALLY� 
DESIGNED�OR�EXTENDING�THE�SKYWAY�ACROSS�THE�%AST�3PAN��#ALTRANS�� 
STUDY�INCLUDED�A�RANGE�OF�TOTAL�COSTS�FOR�EACH�OPTION��7E� 
REQUESTED�THE�SCHEDULES�SUPPORTING�#ALTRANS��COST�lGURES��AS�WELL� 
AS�ITS�RECONCILIATION�OF�THE�COST�lGURES�TO�ITS�!UGUST������REPORT� 
TO�THE�,EGISLATURE��(OWEVER��BECAUSE�WE�HAD�ALREADY�SENT�A�DRAFT� 
REPORT�TO�#ALTRANS�FOR�ITS�REVIEW�AND�COMMENT��AND�BECAUSE�WE� 
DID�NOT�RECEIVE�THE�SCHEDULES�FROM�#ALTRANS�WITH�SUFlCIENT�TIME� 
TO�REVIEW�THEM�PRIOR�TO�PUBLISHING�THIS�REPORT��WE�WERE�UNABLE� 
TO�ANALYZE�THE�COST�lGURES�IN�THIS�STUDY��
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#ALTRANS��0ROJECT�-ANAGEMENT� 
0RACTICES�.EED�)MPROVEMENT 

#(!04%2�35--!29 

4HE�$EPARTMENT�OF�4RANSPORTATION��#ALTRANS	�HAS� 
NEGLECTED�SEVERAL�IMPORTANT�ASPECTS�OF�PROJECT� 
MANAGEMENT�THAT�COULD�HAVE�HELPED�IT�MAINTAIN� 

REALISTIC�AND�UP
TO
DATE�ESTIMATES�OF�PROGRAM�COSTS�AND�RISKS�� 
AND�COMMUNICATE�THOSE�ESTIMATES�IN�A�TIMELY�MANNER��!S� 
SHOWN�IN�THE�LAST�CHAPTER��#ALTRANS�4OLL�"RIDGE�3EISMIC�2ETROlT� 
0ROGRAM��PROGRAM	�HAS�BEEN�THREATENED�BY�SHARP�INCREASES� 
IN�COST�ESTIMATES�AND�MAJOR�SCHEDULE�DELAYS��!LTHOUGH�THE�FULL� 
EXTENT�OF�THE�PROGRAM�S�lNANCIAL�CRISIS�BECAME�APPARENT�ONLY�IN� 
!UGUST�������WHEN�#ALTRANS�PRESENTED�ITS�NEW�COST�ESTIMATE�TO�THE� 
,EGISLATURE��#ALTRANS�HAD�NUMEROUS�EARLIER�INDICATIONS�THAT�THE� 
PROGRAM�WOULD�EXCEED�THE�!SSEMBLY�"ILL�������!"�����	�BUDGET�� 

!LTHOUGH�IT�HIRED�CONSULTANTS�TO�ANALYZE�PROJECT�RISKS�AND� 
ACTED�TO�MITIGATE�SOME�RISKS�ASSOCIATED�WITH�THE�UNPRECEDENTED� 
3AN�&RANCISCO
/AKLAND�"AY�"RIDGE�EAST�SPAN��%AST�3PAN	�PROJECT�� 
#ALTRANS�DID�NOT�DEVELOP�A�COMPREHENSIVE�RISK�MANAGEMENT� 
PLAN�FOR�THIS�PROJECT��/UR�REVIEW�OF�PROJECT�RISK�MANAGEMENT� 
FOCUSES�ON�THE�%AST�3PAN�BECAUSE�THIS�UNIQUE�PROJECT�ACCOUNTS� 
FOR������BILLION�OF�THE������BILLION�COST�OVERRUN�AND�FOUR
YEAR� 
SCHEDULE�DELAY��DISCUSSED�IN�#HAPTER����!LTHOUGH�#ALTRANS� 
IDENTIlED�CERTAIN�RISKS�THROUGH�VARIOUS�ANALYSES��IT�HAS�NOT� 
PERFORMED�SOME�OF�THE�MAJOR�PROCESSES�PLANNING��TRACKING��AND� 
QUANTIFYING�NECESSARY�TO�MAXIMIZE�THE�CHANCES�OF�POSITIVE� 
RATHER�THAN�ADVERSE�EVENTS�IN�THE�%AST�3PAN�PROJECT��!LSO�� 
#ALTRANS�DID�NOT�QUANTIFY�THE�POTENTIAL�DOLLAR�COSTS�TO�THE�PROJECT� 
OF�VARIOUS�RISKS�UNTIL�!UGUST�������WHEN�IT�REPORTED�SOARING�COST� 
ESTIMATES�TO�THE�,EGISLATURE��!LTHOUGH�THE�%AST�3PAN�PROJECT� 
BEGAN�IN�������#ALTRANS�STATES�THAT�IT�NOW�INTENDS�TO�ENHANCE�ITS� 
RISK�MANAGEMENT�PROCESS�AND�CREATE�A�RISK�MANAGEMENT�PLAN�FOR� 
THE�PROJECT� 

#ALTRANS�ALSO�HAS�NOT�FOLLOWED�GENERALLY�ACCEPTED�COST� 
MANAGEMENT�PRACTICES�TO�HELP�ENSURE�THAT�THE�PROJECT�COULD� 
BE�COMPLETED�WITHIN�ITS������BUDGET�IN�!"�������#ALTRANS� 
DID�NOT�REGULARLY�UPDATE�ITS�COST�ESTIMATES�FOR�THE�%AST�3PAN� 
PROJECT�OR�THE�ENTIRE�PROGRAM��INCLUDING�UPDATING�ESTIMATES�FOR� 
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CAPITAL�COSTS��SUPPORT�COSTS��AND�CONTINGENCY�RESERVES��WHICH� 
SHOULD�COVER�THE�COST�OF�KNOWN�POTENTIAL�RISKS�AND�UNKNOWN� 
RISKS��7ITHOUT�UPDATED�COST�ESTIMATES��#ALTRANS�CANNOT�GIVE� 
PROGRAM�MANAGERS�A�DETAILED�OVERVIEW�OF�THE�PROGRAM�S�CAPITAL� 
AND�SUPPORT�COSTS�FOR�ALL�THE�BRIDGES��"ECAUSE�#ALTRANS�DID�NOT� 
REGULARLY�UPDATE�THE�PROJECTED�COSTS�FOR�THE�PROGRAM��IT�COULD� 
NOT�ASSESS�WHETHER�IT�WAS�STAYING�WITHIN�BUDGET��(AD�IT�BEEN� 
MONITORING�THE�PROGRAM�S�COSTS�REGULARLY��#ALTRANS�WOULD�HAVE� 
REALIZED�MUCH�EARLIER�THAT�THE�PROGRAM�WAS�EXCEEDING�ITS�BUDGET� 
UNDER�!"������� 

#ALTRANS�ISSUES�CONTRACT�CHANGE�ORDERS�FOR�VARIOUS�REASONS��SUCH� 
AS�ADJUSTING�CONTRACT�PLANS�OR�HAVING�A�CONTRACTOR�DO�EXTRA�WORK�� 
7E�REVIEWED�A�SAMPLE�OF����LARGE�CHANGE�ORDERS�AND�FOUND�THAT� 
#ALTRANS�COMPLIED�WITH�ITS�INTERNAL�POLICIES�AND�PROCEDURES�� 

&INALLY��#ALTRANS�HAS�NOT�PAID�ENOUGH�ATTENTION�TO� 
COMMUNICATIONS�MANAGEMENT��FAILING�TO�INFORM�ITS�MAJOR� 
STAKEHOLDERS�SUCH�AS�THE�,EGISLATURE�AND�THE�-ETROPOLITAN� 
4RANSPORTATION�#OMMISSION��COMMISSION	�OF�POTENTIAL�COST� 
OVERRUNS��!LTHOUGH�STATE�LAW�REQUIRES�PERIODIC�STATUS�REPORTS�TO� 
THE�,EGISLATURE��#ALTRANS�PROVIDED�NO�REPORTS�FOR�TIME�PERIODS� 
AFTER������UNTIL�!UGUST�������#ALTRANS�HAD�STRONG�INDICATIONS� 
THAT�THE�PROGRAM�S�COSTS�WOULD�EXCEED�THE�!"������BUDGET� 
AS�EARLY�AS�.OVEMBER�������WHEN�IT�PROVIDED�AN�ANNUAL� 
lNANCIAL�PLAN�UPDATE��lNANCIAL�PLAN	�TO�THE�&EDERAL�(IGHWAY� 
!DMINISTRATION��&(7!	��(OWEVER��THIS�lNANCIAL�PLAN�DID�NOT� 
REmECT�#ALTRANS��INTERNAL�COST�ESTIMATES��SO�IT�UNDERSTATED�THE� 
EXTENT�OF�THE�PROGRAM�S�lNANCIAL�RISKS��"Y�FAILING�TO�DISCLOSE�COST� 
OVERRUNS�UNTIL�LONG�AFTER�IT�BECAME�AWARE�THAT�THE�PROGRAM�LIKELY� 
WOULD�EXCEED�ITS�BUDGET��#ALTRANS�PLACED�THE�,EGISLATURE�IN�THE� 
AWKWARD�POSITION�OF�HAVING�TO�TRY�TO�DEVISE�A�FUNDING�SOLUTION� 
SIX�WEEKS�BEFORE�THE�BID�ON�THE�MOST�EXPENSIVE�COMPONENT�OF� 
THE�%AST�3PAN�PROJECT��THE�SIGNATURE�SPAN�S�SUPERSTRUCTURE��WAS� 
SET�TO�EXPIRE��!LSO��BY�NOT�PROVIDING�TIMELY�INFORMATION�TO�THE� 
COMMISSION�OR�THE�"AY�!REA�4OLL�!UTHORITY��"!4!	��#ALTRANS� 
IGNORED�CRITICAL�STAKEHOLDERS�WHO�REPRESENT�THE�3AN�&RANCISCO� 
"AY�!REA��"AY�!REA	�ON�TRANSPORTATION�PLANNING�ISSUES� 

4(%�02/*%#4�-!.!'%-%.4�"/$9�/&�+./7,%$'%� 
$%3#2)"%3�)-0/24!.4�-!.!'%-%.4�02!#4)#%3 

4HE�0ROJECT�-ANAGEMENT�)NSTITUTE��RECOGNIZED�FOR�ITS� 
DEVELOPMENT�OF�STANDARDS�FOR�THE�PRACTICE�OF�PROJECT� 
MANAGEMENT��PUBLISHES�THE�HIGHLY�REGARDED�!�'UIDE�TO�THE� 
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#ALTRANS�DID�NOT�CREATE� 
A�RISK�MANAGEMENT� 
PLAN�TO�DElNE�HOW�IT� 
WOULD�IDENTIFY��PRIORITIZE�� 
QUANTIFY��RESPOND�� 
AND�TRACK�RISKS�FOR�THE� 
%AST�3PAN�PROJECT� 

0ROJECT�-ANAGEMENT�"ODY�OF�+NOWLEDGE��0-"/+�'UIDE ��WHICH� 
IDENTIlES�AND�DESCRIBES�GENERALLY�ACCEPTED�PROJECT�MANAGEMENT� 
PRACTICES��4HE�0-"/+�'UIDE�DElNES�NINE�KNOWLEDGE�AREAS�THAT� 
ORGANIZATIONS�MUST�MANAGE�IN�EVERY�PROJECT�TO�ENSURE�SUCCESSFUL� 
COMPLETION��INTEGRATION��SCOPE��TIME��COST��QUALITY��HUMAN� 
RESOURCE��COMMUNICATIONS��RISK��AND�PROCUREMENT��7E�FOCUSED� 
OUR�REVIEW�ON�THREE�AREAS�OF�PROJECT�MANAGEMENT���PROJECT�RISK�� 
COST��AND�COMMUNICATIONS�MANAGEMENT� 

#ALTRANS�RECOGNIZES�THE�IMPORTANCE�OF�THE�0-"/+�'UIDE��ITS� 
PROJECT�MANAGEMENT�HANDBOOK�EMPHASIZES�THE�NINE�KNOWLEDGE� 
AREAS�AND�OFTEN�CITES�THE�0-"/+�'UIDE��#ALTRANS��DEPARTMENTAL� 
PROJECT�MANAGEMENT�POLICIES�HAVE�INCORPORATED�ALL�THE�KNOWLEDGE� 
AREAS�SINCE�BEFORE�THE�INCEPTION�OF�THE�PROGRAM��WITH�ITS������ 
HANDBOOK�ACKNOWLEDGING�THAT�UNDERSTANDING�AND�APPLYING�THOSE� 
AREAS�TO�A�PROJECT�IS�CRUCIAL�TO�DELIVERING�A�SUCCESSFUL�PROJECT��)N� 
������#ALTRANS�FURTHER�EMPHASIZED�THE�IMPORTANCE�OF�APPLYING� 
THE�0-"/+�'UIDE�S�PROJECT�RISK�MANAGEMENT�GUIDELINES�AND� 
ITS�PROJECT�COMMUNICATION�MANAGEMENT�GUIDELINES�WHEN�IT� 
PUBLISHED�SEPARATE�HANDBOOKS�FOR�ITS�PROJECT�MANAGERS�ON�EACH� 
KNOWLEDGE�AREA� 

"9�./4�#/.3)34%.4,9�&/,,/7).'�2)3+� 
-!.!'%-%.4�"%34�02!#4)#%3��#!,42!.3�(!3� 
./4�!$$2%33%$�4(%�%!34�30!.�02/*%#4�3�2)3+3� 
!$%15!4%,9 

%VEN�THOUGH�#ALTRANS�HAS�ACKNOWLEDGED�THAT�RISK�MANAGEMENT� 
IS�AN�ESSENTIAL�COMPONENT�OF�PROJECT�MANAGEMENT��IT�HAS�NOT� 
FOCUSED�SUFlCIENTLY�ON�MANAGING�THE�RISKS�OF�THE�%AST�3PAN�� 
INCLUDING�THE�SELF
ANCHORED�SUSPENSION�COMPONENT��OR�SIGNATURE� 
SPAN��#ALTRANS�DID�NOT�CREATE�A�RISK�MANAGEMENT�PLAN�TO�DElNE� 
HOW�IT�WOULD�IDENTIFY��PRIORITIZE��QUANTIFY��RESPOND��AND�TRACK� 
RISKS�FOR�THE�PROJECT��!LTHOUGH�#ALTRANS�IDENTIlED�CERTAIN�RISKS� 
AND�OPPORTUNITIES�THROUGH�QUALITY�ASSURANCE��RISK�ANALYSES��AND� 
INFORMATION�SESSIONS�WITH�POTENTIAL�SUPPLIERS��STEEL�FABRICATORS�� 
AND�CONTRACTORS��#ALTRANS�HAS�NOT�PERFORMED�SOME�OF�THE�MAJOR� 
PROCESSES�PLANNING��TRACKING��AND�QUANTIFYING�NECESSARY�TO� 
MAXIMIZE�THE�CHANCES�OF�POSITIVE�RATHER�THAN�ADVERSE�EVENTS�IN� 
THE�%AST�3PAN�PROJECT��� 

!LTHOUGH�SUCCESSFULLY�WORKING�TO�MITIGATE�SOME�OF�THESE� 
RISKS�AND�ACHIEVE�PROJECT�OBJECTIVES��#ALTRANS�ALSO�IDENTIlED� 
NUMEROUS��SIGNIlCANT�RISKS�TO�THE�PROJECT�THAT�IT�DID�NOT�QUANTIFY� 
IN�TERMS�OF�POTENTIAL�ADDED�COSTS��&URTHER��#ALTRANS�DID�NOT� 
ESTIMATE�THE�POTENTIAL�COSTS�ASSOCIATED�WITH�PROJECT�RISKS�AND� 

#ALIFORNIA�3TATE�!UDITOR�2EPORT�����
���� ����
 



��#ALIFORNIA�3TATE�!UDITOR�2EPORT�����
��� ��

THEN�SUFl�CIENTLY�UPDATE�ESTIMATES�OF�RESERVES�IT�NEEDED�ON�THE� 
%AST�3PAN�PROJECT�BASED�ON�AN�ANALYSIS�OF�ITS�EXPERIENCE�WITH� 
OTHER�"AY�!REA�BRIDGE�PROJECTS�� 

4HE�0-"/+�'UIDE�OBSERVES�THAT�RISK�MANAGEMENT�PROCESSES� 
MUST�BE�COMMENSURATE�WITH�THE�PROJECT�S�RISK�AND�IMPORTANCE�TO� 
AN�ORGANIZATION��7ITH�ITS�UNIQUE�AND�UNPRECEDENTED�DESIGN�AND� 
HIGH�COST��THE�%AST�3PAN�HAS�EXTRAORDINARY�STRATEGIC��TECHNICAL�� 
AND�l�NANCIAL�RISKS��!LSO��THE�SUCCESS�OR�FAILURE�OF�THE�%AST�3PAN� 
SIGNIl�CANTLY�AFFECTS�#ALTRANS��REPUTATION�AS�WELL�AS�ITS�ABILITY�TO� 
COMPLETE�AN�ESSENTIAL�PUBLIC�SAFETY�PROGRAM���#ALTRANS��PROJECT� 
RISK�MANAGEMENT�HANDBOOK��RISK�MANAGEMENT�HANDBOOK	�� 
PUBLISHED�IN�*UNE�������CITES�THAT�PROJECT�RISK�MANAGEMENT�IS� 
MOST�EFFECTIVE�WHEN�l�RST�PERFORMED�EARLY�IN�THE�LIFE�OF�THE�PROJECT� 
AND�IS�A�CONTINUING�RESPONSIBILITY�THROUGHOUT�THE�PROJECT� 

!LTHOUGH�#ALTRANS�(AS�3OME�2ISK�-ANAGEMENT� 
!CTIVITIES�IN�0LACE��)T�,ACKS�A�#OMPREHENSIVE�2ISK� 
-ANAGEMENT�0LAN 

#ONTRARY�TO�GENERALLY�ACCEPTED�PRACTICES�AND�ITS� 
RISK�MANAGEMENT�HANDBOOK��#ALTRANS�DID�NOT� 
CREATE�A�RISK�MANAGEMENT�PLAN�FOR�THE�%AST�3PAN�� 
2ISK�MANAGEMENT�INVOLVES�SIX�MAJOR�PROCESSES�THAT� 
INCLUDE�RISK�MANAGEMENT�PLANNING��SEE�TEXTBOX	�� 
!�RISK�MANAGEMENT�PLAN�DESCRIBES�HOW�THESE� 
PROCESSES�WILL�BE�STRUCTURED�AND�PERFORMED� 
DURING�THE�LIFE�OF�THE�PROJECT��!CCORDING�TO�THE� 
0-"/+�'UIDE�AND�#ALTRANS��RISK�MANAGEMENT� 
HANDBOOK��SUCH�A�PLAN�DEl�NES�VARIOUS�RISK� 
MANAGEMENT�PROCESSES�AND�HOW�OFTEN�THEY�WILL� 
BE�USED�THROUGHOUT�THE�PROJECT��SO�THAT�RESULTS�OF� 
RISK�ANALYSES�CAN�BE�DEVELOPED�EARLY�ENOUGH�TO� 
AFFECT�DECISIONS��"OTH�THE�0-"/+�'UIDE�AND�THE� 
RISK�MANAGEMENT�HANDBOOK�CITE�THE�IMPORTANCE� 
OF�A�RISK�MANAGEMENT�PLAN�THAT�ENABLES�#ALTRANS� 
TO�IDENTIFY��ASSESS��QUANTIFY��PREPARE�RESPONSES� 
TO��MONITOR��AND�CONTROL�PROJECT�RISKS��(OWEVER�� 
#ALTRANS�DID�NOT�FORMALIZE�ITS�RISK�MANAGEMENT� 
ACTIVITIES��NOR�DID�IT�ESTABLISH�HOW�THEY�WOULD� 
BE�DOCUMENTED�AND�TRACKED�THROUGH�THE�LIFE�OF� 
THE�PROJECT��!S�A�RESULT��THE�%AST�3PAN�PROJECT�HAS� 
LACKED�THE�SOLID�RISK�MANAGEMENT�FOUNDATION� 
THAT�A�DOCUMENTED�AND�WORKING�PLAN�COULD� 
PROVIDE��!CCORDING�TO�ITS�DIRECTOR��#ALTRANS�IS� 
COMPLETING�DOCUMENTATION�FOR�A�COMPREHENSIVE�
 

2ISK�-ANAGEMENT�0ROCESSES� 
!CCORDING�TO�THE�0-"/+�'UIDE 

��� 2ISK�-ANAGEMENT�0LANNING�DECIDING� 
HOW�TO�APPROACH�AND�PLAN�THE�RISK� 
MANAGEMENT�ACTIVITIES�FOR�A�PROJECT� 

��� 2ISK�)DENTIl�CATION�DETERMINING� 
WHICH�RISKS�MIGHT�AFFECT�THE�PROJECT�AND� 
DOCUMENTING�THEIR�CHARACTERISTICS� 

��� 1UALITATIVE�2ISK�!NALYSIS�PERFORMING�A� 
QUALITATIVE�ANALYSIS�OF�RISKS�AND�CONDITIONS� 
TO�PRIORITIZE�THEIR�EFFECTS�ON�PROJECT� 
OBJECTIVES� 

��� 1UANTITATIVE�2ISK�!NALYSIS�MEASURING� 
THE�PROBABILITY�AND�CONSEQUENCES�OF� 
RISKS�AND�ESTIMATING�THEIR�IMPLICATIONS�FOR� 
PROJECT�OBJECTIVES��INCLUDING�DETERMINING� 
THE�SIZE�OF�COST�AND�SCHEDULE�CONTINGENCY� 
RESERVES�THAT�MAY�BE�NEEDED� 

��� 2ISK�2ESPONSE�0LANNING�DEVELOPING� 
PROCEDURES�AND�TECHNIQUES�TO�ENHANCE� 
OPPORTUNITIES�AND�REDUCE�THREATS�TO�THE� 
PROJECT�S�OBJECTIVES� 

��� 2ISK�-ONITORING�AND�#ONTROL�KEEPING� 
TRACK�OF�IDENTIl�ED�RISKS��MONITORING�RESIDUAL� 
RISKS��IDENTIFYING�NEW�RISKS��ENSURING�THE� 
EXECUTION�OF�RISK�PLANS��AND�EVALUATING� 
THEIR�EFFECTIVENESS�IN�REDUCING�RISK� 
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)N�A�&EBRUARY������ 
REPORT��A�CONSULTING�lRM� 
#ALTRANS�HIRED�WARNED� 
THAT�IF�A�RISK�MANAGEMENT� 
TEAM�AND�OTHER� 
MITIGATION�STRATEGIES� 
FOR�TECHNICAL�ISSUES�WERE� 
NOT�IMPLEMENTED��IT� 
WAS�HIGHLY�UNLIKELY�THAT� 
#ALTRANS�COULD�COMPLETE� 
THE�%AST�3PAN�BY�THE�THEN
 
EXPECTED�COMPLETION�DATE� 
OF������ 

RISK�MANAGEMENT�PLAN�FOR�THE�%AST�3PAN�PROJECT��&URTHER��THE� 
DIRECTOR�INDICATES�THAT�ELEMENTS�OF�THIS�PLAN�WILL�INCLUDE�RISK� 
IDENTIlCATION��MITIGATION�STRATEGY��HISTORY�OF�RISK�MANAGEMENT�� 
A�SCHEDULE�OF�REGULAR�RISK�ANALYSIS�ON�THE�CONTRACTS��AND� 
IDENTIlCATION�OF�THE�GROUP�RESPONSIBLE�FOR�IMPLEMENTATION�OF� 
THIS�PLAN� 

&OR�OUR�BENElT��IN�/CTOBER������#ALTRANS�PUT�TOGETHER�A� 
SUMMARY�THAT�IS�SUPPOSED�TO�BE�THE�RISK�MANAGEMENT�PLAN� 
FOR�THE�%AST�3PAN�PROJECT��4HIS�SUMMARY�INCLUDES�PRIMARILY�A� 
HISTORICAL�DESCRIPTION�OF�METHODS�#ALTRANS�USED�TO�IDENTIFY�RISKS�� 
AND�NAMES�OF�INDIVIDUALS�WHO�ARE�A�PART�OF�ITS�0ROJECT�1UALITY� 
2ISK�!SSESSMENT�/VERSIGHT�'ROUP��RISK�ASSESSMENT�GROUP	�� 
(OWEVER��THE�SUMMARY�OMITS�HOW�#ALTRANS�WILL�PERFORM�KEY� 
RISK�MANAGEMENT�PROCESSES�THE�0-"/+�'UIDE�DEEMS�CRITICAL�TO� 
SUCCESSFUL�RISK�MANAGEMENT�AND�THAT�#ALTRANS��OWN�HANDBOOK� 
PRESCRIBES��&OR�EXAMPLE��THE�SUMMARY�DOES�NOT�DElNE�HOW� 
#ALTRANS�WILL�IDENTIFY�AND�QUANTIFY�RISKS�THROUGHOUT�THE�LIFE� 
OF�THE�PROJECT�AND�HOW�RISK�ACTIVITIES�WILL�BE�DOCUMENTED�AND� 
TRACKED��-OREOVER��#ALTRANS�CREATED�THIS�SUMMARY�ESPECIALLY� 
FOR�US��SO�IT�WAS�NOT�ACTUALLY�USED�AS�THE�PLAN�TO�MANAGE�THE� 
%AST�3PAN�PROJECT�S�RISK� 

)N�A�&EBRUARY������REPORT��A�CONSULTING�lRM�#ALTRANS�HIRED�TO� 
PERFORM�A�QUALITY�ASSURANCE�CHECK�AND�RISK�ASSESSMENT�OF�THE� 
ESTIMATED�CONSTRUCTION�SCHEDULE�FOR�THE�%AST�3PAN��WARNED�THAT� 
THE�%AST�3PAN�PROJECT�S�COMPLEXITY�AND�UNIQUENESS�WARRANTED� 
AN�INCREASED�RISK�MANAGEMENT�EFFORT��4HE�CONSULTANT�CONCLUDED� 
THAT�#ALTRANS�AND�THE�COMMISSION�SHOULD�HAVE�A�WORKABLE�RISK� 
MANAGEMENT�SYSTEM�IN�PLACE�AND�CONTINUALLY�MONITOR�THE� 
RISK�PROlLE��&URTHER��THE�CONSULTANT�STRESSED�THAT�AN�ESSENTIAL� 
PART�OF�RISK�MITIGATION�FOR�THE�PROJECT�WOULD�BE�TO�FORM�A� 
RISK�MANAGEMENT�TEAM�FULLY�DEDICATED�TO�THIS�PROJECT�THAT� 
NOT�ONLY�MANAGES�RISKS�ASSOCIATED�WITH�THE�SIGNATURE�SPAN�� 
BUT�ALSO�COORDINATES�AND�MANAGES�RISKS�FOR�THE�OVERALL�PROJECT�� 
-OREOVER��THE�CONSULTANT�WARNED�THAT�IF�A�RISK�MANAGEMENT� 
TEAM�AND�OTHER�MITIGATION�STRATEGIES�FOR�TECHNICAL�ISSUES�WERE� 
NOT�IMPLEMENTED��IT�WAS�HIGHLY�UNLIKELY�THAT�#ALTRANS�COULD� 
COMPLETE�THE�%AST�3PAN�BY�THE�THEN
EXPECTED�COMPLETION� 
DATE�OF�������&OR�EXAMPLE��A�RISK�NOTED�IN�THE�&EBRUARY������ 
REPORT�WAS�THAT�CUSTOMARY�#ALTRANS��PROCEDURES�LACKED�FORMAL� 
MANAGEMENT�AND�CONTROL�PROCESSES�TO�COORDINATE�THE�OVERLAP� 
BETWEEN�THE�STEEL�DECK�SHOP�DRAWING�PREPARATION��SUBMITTAL�� 
AND�APPROVAL�TASK�WITH�THE�FABRICATION�OF�THE�SIGNATURE�SPAN�S� 
STEEL�DECK��)T�RECOMMENDED�THAT�#ALTRANS�DEVELOP�SEVERAL� 
QUALITY�ASSURANCE�PROCEDURES�TO�MITIGATE�THIS�RISK�AND�THAT� 
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#ALTRANS�DID�NOT� 
UNDERTAKE�PLANNING�FOR� 
ALL�THE�PROCESSES�THAT� 
BEST�PRACTICES�DICTATE�ARE� 
NEEDED�TO�MANAGE�RISKS� 

#ALTRANS�ASSIGN�OVERSIGHT�AUTHORITY�FOR�THIS�AND�OTHER�PROCEDURAL� 
MATTERS�TO�THE�RISK�MANAGEMENT�TEAM��!NOTHER�RISK�CITED�BY�THE� 
CONSULTANT�RELATED�TO�#ALTRANS�USING�MULTIPLE�CONTRACTS�FOR�THE� 
%AST�3PAN�PROJECT��#ALTRANS�DID�THIS�TO�IMPROVE�COMPETITION�AND� 
POTENTIALLY�INCREASE�THE�NUMBER�OF�BIDDERS��BUT�THE�CONSULTANT� 
POINTED�OUT�THAT�THE�USE�OF�MULTIPLE�CONTRACTS�INTRODUCED�RISKS� 
FOR�DELAYS�AND�THAT�ADDITIONAL�COORDINATION�AND�COMMUNICATION� 
PROCEDURES�TO�MITIGATE�THESE�RISKS�SHOULD�BE�OVERSEEN�BY�THE�RISK� 
MANAGEMENT�TEAM� 

)N�RESPONSE�TO�THE�CONSULTANT�S�RECOMMENDATION�TO�CREATE�A� 
DEDICATED�RISK�MANAGEMENT�TEAM�FOR�THE�%AST�3PAN�PROJECT��THE� 
%AST�3PAN�PROJECT�MANAGER�INDICATES�THAT�THE�RISK�ASSESSMENT� 
GROUP�IS�RESPONSIBLE�FOR�RISK�MANAGEMENT�FOR�THE�PROJECT�AND� 
THAT�A�GROUP�OF�MANAGERS��CALLED�THE�hLEVEL���GROUP�v�MEETS� 
QUARTERLY�TO�IDENTIFY�AND�DISCUSS�MITIGATION�STRATEGIES�FOR� 
CONSTRUCTION�RISKS�RELATED�TO�THE�%AST�3PAN��4HE�MEMBERS�OF�THE� 
RISK�ASSESSMENT�GROUP�ARE�IMPORTANT�STAKEHOLDERS�INDIVIDUALS� 
WHO�ARE�ACTIVELY�INVOLVED�IN��EXERT�INmUENCE�OVER��OR�ARE� 
AFFECTED�BY�THE�PROJECT�WHO�SHOULD�BE�CONSULTED�REGARDING� 
IDENTIFYING�RISKS�AND�PROJECT�RISK�STATUS��#ALTRANS�INDICATES�THE� 
RISK�ASSESSMENT�GROUP�PROVIDES�THE�FOLLOWING�AREAS�OF�EXPERTISE��� 
IMPROVING�CONTRACT�ADMINISTRATION�PRACTICES��ENHANCING�POLICIES�� 
PROCEDURES��AND�PRODUCTS��ENCOURAGING�STREAMLINED�RESOLUTION� 
OF�ISSUES��AND�ASSESSING�AND�IMPLEMENTING�PROJECT�DIRECTION�AND� 
CHANGES��&URTHER��THE�%AST�3PAN�PROJECT�MANAGER�STATES�THAT�THE� 
RISK�ASSESSMENT�GROUP�AND�#ALTRANS��EXECUTIVES�HAVE�AN�ONGOING� 
ACTIVE�ROLE�IN�THE�PROJECT�� 

(AVING�THESE�GROUPS�IS�A�GOOD�lRST�STEP�IN�ADDRESSING�RISK� 
MANAGEMENT�ISSUES�FOR�THE�PROJECT��HOWEVER��NEITHER�GROUP� 
UNDERTOOK�PLANNING�FOR�ALL�THE�PROCESSES�THAT�BEST�PRACTICES� 
DICTATE�ARE�NEEDED�TO�MANAGE�RISKS��&OR�EXAMPLE��THE�RISK� 
ASSESSMENT�GROUP�DOES�NOT�PLAN�HOW�RISK�MANAGEMENT�ACTIVITIES� 
WILL�SYSTEMATICALLY�ADDRESS�RISK�IDENTIlCATION��QUANTIlCATION��OR� 
TRACKING�OVER�THE�PROJECT�S�LIFE��4HE�%AST�3PAN�PROJECT�MANAGER� 
STATED�THE�RISK�ASSESSMENT�GROUP�HAS�BIWEEKLY�VIDEOCONFERENCES� 
AS�PART�OF�A�LARGER�GROUP�THAT�INCLUDES�#ALTRANS��CHIEF�ENGINEER�� 
EXECUTIVES��AND�PROJECT�TEAM�MEMBERS��3HE�INDICATES�THAT�THE� 
PURPOSE�OF�THE�VIDEOCONFERENCES�IS�TO�EVALUATE�AND�RESOLVE� 
IDENTIlED�SCHEDULE�AND�COST�RISKS��(OWEVER��AGENDAS�FOR�THESE� 
VIDEOCONFERENCES�INDICATE�THAT��ALTHOUGH�RISKS�ARE�DISCUSSED�AS� 
PART�OF�THE�MEETINGS��#ALTRANS�DID�NOT�DEVELOP�THE�SYSTEMATIC� 
METHODS�OF�RISK�PLANNING��IDENTIFICATION��PRIORITIZATION�� 
QUANTIlCATION��AND�TRACKING�TO�ENSURE�THAT�ITS�RISK�MANAGEMENT� 
ACTIVITIES�ARE�EFFECTIVE��4HE�GROUP�DISCUSSES�INDIVIDUAL�RISKS��BUT� 
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#ALTRANS�USED�A�STATUS� 
REPORT�TO�TRACK�RISK� 
ACTIVITIES��BUT�STOPPED� 
USING�IT�IN�*ANUARY������� 
EVEN�THOUGH�ONE�OF� 
THE�ACTION�ITEMS�IN�THE� 
REPORT�WAS�TO�DEVELOP� 
AND�MAINTAIN�THIS� 
PROGRAM
WIDE�STATUS� 
REPORT�TO�UPDATE�ISSUES� 
AND�ACTION�ITEMS� 

THERE�IS�NO�SYSTEM�IN�PLACE�TO�TRACK�THESE�RISK�DISCUSSIONS��)N�FACT�� 
OF�THE����VIDEOCONFERENCES�#ALTRANS�HELD�FROM�*ANUARY������ 
THROUGH�3EPTEMBER�������ONLY�FOUR�TIMES�IN�EARLY������DID� 
#ALTRANS�DISTRIBUTE�MEETING�MINUTES�TO�ATTENDEES�THAT�REmECTED� 
AGREED�UPON�TASKS�AND�DECISIONS�MADE��5P�TO�*ANUARY������� 
THE�%AST�3PAN�PROJECT�MANAGER�INDICATES�THAT�#ALTRANS�USED�A� 
STATUS�REPORT�TO�RECORD�ACTION�ITEMS�FROM�THESE�DISCUSSIONS�� 
BEGINNING�IN�*ANUARY�������SHE�PROVIDED�US�AGENDAS�WITH�HER� 
HANDWRITTEN�NOTES�AS�THE�RECORD�OF�ACTION�ITEMS��(OWEVER��THE� 
%AST�3PAN�PROJECT�MANAGER�S�HANDWRITTEN�NOTES�ARE�NOT�ORGANIZED� 
IN�ANY�FASHION�TO�SHOW�THE�IMPORTANCE�OF�ISSUES�OR�HOW� 
#ALTRANS�TRACKED�THEM��/F�THE�EIGHT�MEETINGS�THAT�THE�%AST�3PAN� 
PROJECT�MANAGER�INDICATES�THE�hLEVEL���GROUPv�HELD�BETWEEN� 
$ECEMBER������AND�3EPTEMBER�������SHE�PROVIDED�MINUTES� 
TO�FOUR�OF�THOSE�MEETINGS�AND�THE�AGENDA�TO�ANOTHER�MEETING�� 
!LTHOUGH�THESE�MEETINGS�SHOW�THAT�THE�GROUP�DISCUSSED�VARIOUS� 
CONSTRUCTION�ISSUES�RELATED�TO�THE�%AST�3PAN��THE�ISSUES�WERE�NOT� 
CONSIDERED�IN�TERMS�OF�RISK�TO�THE�PROJECT�NOR�WERE�THERE�ANY� 
DISCUSSIONS�RELATED�TO�QUANTIFYING�RISKS��&URTHER��NONE�OF�THE� 
MINUTES�GIVE�ANY�INDICATION�THAT�THE�GROUP�CONSIDERED�THE�EFFECTS� 
OF�THESE�RISKS�ON�THE�PROGRAM�S�BUDGET��!LSO��SIMILAR�TO�THE�RISK� 
ASSESSMENT�GROUP��THE�MINUTES�AND�AGENDA�DO�NOT�TRACK�THE�STATUS� 
OF�RISKS��BUT�RATHER�ARE�A�HISTORICAL�RECORD�OF�THE�EVENTS�THAT�WERE� 
DISCUSSED�OR�TO�BE�DISCUSSED� 

&URTHER��BEST�PRACTICES�SAY�THAT�ORGANIZATIONS�SHOULD�TRACK� 
IDENTIlED�RISKS�TO�ENSURE�THAT�THEY�ARE�MITIGATED��4HE�%AST�3PAN� 
PROJECT�MANAGER�INDICATES�THAT�#ALTRANS�USED�A�STATUS�REPORT� 
TO�TRACK�RISK�ACTIVITIES��BUT�THAT�#ALTRANS�STOPPED�USING�THE� 
PROJECT�STATUS�REPORT�IN�*ANUARY�������3AMPLES�OF�THE�STATUS� 
REPORT�THAT�#ALTRANS�PROVIDED�US�LISTED�VARIOUS�ACTION�ITEMS�AND� 
TARGET�COMPLETION�DATES��ALONG�WITH�AN�ASSESSMENT�OF�WHETHER� 
A�RISK�AFFECTED�COST�OR�SCHEDULE��OR�BOTH	��AND�WHETHER�THE�ITEM� 
WAS�A�LOW��MEDIUM��OR�HIGH�RISK��)RONICALLY��ONE�ACTION�ITEM� 
IDENTIlED�IN�THE�3EPTEMBER������STATUS�REPORT�WAS�TO�DEVELOP� 
AND�MAINTAIN�THIS�PROGRAM
WIDE�STATUS�REPORT�TO�UPDATE�ISSUES�� 
STATUS��ACTION�ITEMS��RESPONSIBLE�PERSONS��AND�DUE�DATES��3INCE� 
THEN��THE�%AST�3PAN�PROJECT�MANAGER�STATED�THAT�THE�AGENDA�AND� 
MINUTES�OF�THE�BIWEEKLY�VIDEOCONFERENCES�ATTENDED�BY�#ALTRANS� 
EXECUTIVES�AND�THE�RISK�ASSESSMENT�GROUP�REPLACED�THIS�STATUS� 
REPORT��(OWEVER��AS�NOTED�PREVIOUSLY��THE�DISCUSSIONS�OF�RISKS� 
AND�ACTION�TO�MITIGATE�THEM�RESULTING�FROM�THESE�MEETINGS� 
ARE�NOT�TRACKED��AS�#ALTRANS�KEPT�MINUTES�FOR�ONLY�FOUR�OF�THE� 
���VIDEOCONFERENCES��-OREOVER��THE�AGENDAS�ARE�MERELY�A� 
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!�-ARCH������ 
CONSTRUCTIBILITY� 
REVIEW�STUDY�DETAILED� 
����RECOMMENDATIONS� 
ADDRESSING�SPECIlC�ISSUES� 
WITH�CONSTRUCTION�PLANS� 
AND�SPECIlCATIONS� 

HISTORICAL�RECORD�OF�THE�ISSUES�TO�BE�DISCUSSED�AND�ARE�NOT�A�TOOL� 
THAT�SYSTEMATICALLY�TRACKS�THE�STATUS��RESPONSE��AND�RESOLUTION�TO� 
IDENTIlED�RISKS�� 

&INALLY��ONE�OF�THE�NINE�MEMBERS�OF�THE�RISK�ASSESSMENT�GROUP� 
THAT�#ALTRANS�IDENTIlED��THE�&(7!�"AY�"RIDGE�PROJECT�OVERSIGHT� 
MANAGER��SAID�SHE�HAD�NEVER�BEEN�INVITED�TO�ATTEND�A�BIWEEKLY� 
MEETING�AND�WAS�NOT�AWARE�OF�BEING�LISTED�AS�A�MEMBER��3HE� 
INDICATED�THAT�SHE�ATTENDS�MEETINGS�ON�A�VARIETY�OF�TOPICS�TO�KEEP� 
UP�WITH�PROJECT�STATUS�AND�NOTED�THAT�ISSUES�RELATED�TO�EVALUATING� 
AND�RESOLVING�SCHEDULE�AND�COST�RISKS�ARE�CERTAINLY�PART�OF�ANY� 
DISCUSSION��(OWEVER��SHE�SAID�THAT�#ALTRANS�NEVER�SPECIlCALLY� 
ASKED�HER�TO�ASSESS�RISKS�FOR�THE�%AST�3PAN�PROJECT��2ATHER��HER�ROLE� 
ON�THE�PROJECT�PRIMARILY�RELATES�TO�OVERSIGHT��AS�OPPOSED�TO�RISK� 
MANAGEMENT��3HE�INDICATES�SHE�ALSO�PARTICIPATES�IN�THE�PROJECT� 
ANALYSES�BECAUSE�&(7!�APPROVAL�IS�REQUIRED�ON�DESIGNS�AND� 
CHANGES�TO�PROJECT�DESIGNS��AND�CONTRACT�CHANGE�ORDERS� 

#ALTRANS�4OOK�3TEPS�TO�)DENTIFY��0RIORITIZE��AND�-ITIGATE� 
0ROJECT�2ISKS 

$ESPITE�#ALTRANS��LACK�OF�COMPREHENSIVE�RISK�MANAGEMENT�PLAN�� 
IT�TOOK�SEVERAL�STEPS�TO�SYSTEMATICALLY�IDENTIFY��RANK��AND�RESPOND� 
TO�THE�%AST�3PAN�PROJECT�S�RISKS��)T�INITIATED�lVE�PROJECT�ANALYSES� 
THAT�DISCUSSED�PROJECT�RISKS�AND�RECOMMENDED�MITIGATION� 
STEPS�DURING������AND�������AS�NOTED�ON�THE�TIMELINE�IN�THE� 
!PPENDIX��!LSO��IT�FOLLOWED�MANY�OF�THESE�RECOMMENDATIONS� 
ON�REDUCING�THE�PROJECT�S�RISKS��&OR�EXAMPLE��IT�ACTED�TO�REDUCE� 
THE�RISK�FROM�STEEL�PRICE�INCREASES��MISMATCHED�STEEL�PARTS��AND� 
FEDERAL�REGULATIONS�REQUIRING�THE�USE�OF�DOMESTIC�SUPPLIERS��4HESE� 
ANALYSES�REPRESENT�PROACTIVE�STEPS�THAT�#ALTRANS�TOOK�TO�IDENTIFY�� 
PRIORITIZE��AND�MITIGATE�RISKS� 

)N�-ARCH�������A�#ALTRANS�CONSULTANT�PERFORMED�A�CONSTRUCTIBILITY� 
REVIEW�STUDY�TO�IDENTIFY�ERRORS��OMISSIONS��AND�INCONSISTENCIES� 
IN�ITS�CONSTRUCTION�DOCUMENTS�AND�SPECIlCATIONS��AS�WELL�AS�TO� 
DEVELOP�WAYS�TO�IMPROVE�CONTRACTORS��ABILITY�TO�CONSTRUCT�THE� 
PROJECT��!MONG�OTHER�THINGS��#ALTRANS�SPECIlCALLY�ASKED�ITS� 
CONSULTANT�TO�ADDRESS�THE�EFFECT�OF�FEDERAL�REGULATIONS�ON�THE� 
PROJECT��THE�STEEL�MARKET��STEEL�FABRICATION��CONTRACTORS��BONDING� 
CAPACITIES��AND�CONSTRUCTION�MARKET�CONDITIONS��4HE�STUDY� 
CONTAINED�DETAILED�RECOMMENDATIONS�ON����MAJOR�ISSUES�AFFECTING� 
THE�%AST�3PAN��AS�WELL�AS�����RECOMMENDATIONS�ADDRESSING�SPECIlC� 
ISSUES�WITH�THE�CONSTRUCTION�PLANS�AND�SPECIlCATIONS��&OR�EACH�OF� 
THE�����RECOMMENDATIONS��THE�CONSULTANT�PROVIDED�AN�ASSESSMENT� 
OF�THE�POTENTIAL�COST�TO�THE�PROJECT� 
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!�$ECEMBER������ 
QUALITY�ASSURANCE�REVIEW� 
RECOMMENDED�THAT� 
#ALTRANS�INCREASE�THE�COST� 
ESTIMATE�FOR�THE�SIGNATURE� 
SPAN�TO������MILLION�TO� 
BETTER�REmECT�UNKNOWNS� 

&OLLOWING�THESE�RECOMMENDATIONS��#ALTRANS�BEGAN�ADDRESSING� 
RISKS�IDENTIlED�IN�THE�-ARCH������ANALYSIS��&OR�EXAMPLE��THE� 
CONSULTANT�RECOMMENDED�THAT�#ALTRANS�DEVELOP�A�mEXIBLE� 
BIDDING�PROCESS�BECAUSE�OF�CONSTRUCTION�MARKET�CONDITIONS� 
AND�TO�ATTRACT�COMPETITIVE�BIDS�FOR�THE�SIGNATURE�SPAN��#ALTRANS� 
FOLLOWED�THE�CONSULTANT�S�RECOMMENDATION�BY�BREAKING�THE� 
SIGNATURE�SPAN�INTO�THREE�SMALLER�CONTRACTS��THUS�OPENING�UP� 
THE�PROJECT�TO�A�GREATER�NUMBER�OF�CONTRACTORS�TO�MAXIMIZE�THE� 
NUMBER�OF�BIDS�RECEIVED��!T�THIS�TIME��#ALTRANS�TOOK�STEPS�TO� 
MITIGATE�THE�RISKS�REGARDING�THE�PRICE�AND�QUANTITY�OF�STRUCTURAL� 
STEEL�NEEDED�FOR�THE�SIGNATURE�SPAN��)N�-ARCH�������IT�CONDUCTED� 
AN�INFORMATION�SESSION�TO�GET�FEEDBACK�FROM�SUPPLIERS��POTENTIAL� 
CONTRACTORS��AND�FABRICATORS�AND�TO�HELP�THEM�BETTER�UNDERSTAND� 
THE�PROJECT��4HEN��IN�!UGUST�������A�#ALTRANS�CONSULTANT�ISSUED� 
A�MOCK�BID�REPORT��WHICH�EVALUATED�ALTERNATIVES�TO�AN�ALL
 
STEEL�STRUCTURE�FOR�THE�SIGNATURE�SPAN�AS�WELL�AS�CONDUCTED�A� 
COMPARISON�OF�DOMESTIC�AND�FOREIGN�STEEL�PRICES�� 

#ALTRANS�ALSO�INITIATED�A�QUALITY�ASSURANCE�REVIEW�BY�THE�#ALTRANS� 
#ENTRAL�2EGION��#ENTRAL�2EGION	��ISSUED�IN�$ECEMBER������� 
THAT�PRIMARILY�ANALYZED�THE�COST�ESTIMATE�FOR�THE�SIGNATURE� 
SPAN�AND�SECONDARILY�FOCUSED�ON�THE�REMAINING�%AST�3PAN� 
CONTRACTS�NOT�UNDER�CONSTRUCTION��4HE�#ENTRAL�2EGION�CONTACTED� 
���CONTRACTORS�AND�STEEL�FABRICATORS�AND�ANALYZED�EIGHT�OTHER� 
"AY�!REA�SEISMIC�RETROlT�PROJECTS�TO�EXAMINE�TRENDS�IN�COST� 
OVERRUNS��CONTRACT�CHANGE�ORDERS��AND�UNIT�PRICING��4HE�#ENTRAL� 
2EGION�CONCLUDED�THAT�MAJOR�ITEMS�CONTRIBUTING�TO�THE�CONTRACT� 
COST�WERE�THE�CONTRACTOR�S�lNANCING�OF�THE�PROJECT��FABRICATION� 
OF�STEEL��PROFITABILITY�OF�THE�CONTRACTOR��AND�PROJECT�RISK��4O� 
ADDRESS�THESE�CONCERNS��THE�#ENTRAL�2EGION�SUBMITTED����SPECIlC� 
RECOMMENDATIONS�AND�AN�OVERALL�RECOMMENDATION�TO�INCREASE� 
THE�PROJECT�COST�ESTIMATE�TO������MILLION��TO�BETTER�REmECT� 
UNKNOWNS�IN�THE�CONSTRUCTION�AND�STEEL�FABRICATION�INDUSTRIES�� 
4HE�#ENTRAL�2EGION�ALSO�RECOMMENDED�THAT�#ALTRANS�PURSUE�A� 
WAIVER�OF�THE�FEDERAL�REGULATIONS�REQUIRING�USE�OF�DOMESTIC�STEEL�� 
WHICH�IT�CLAIMED�WOULD�HAVE�A�SUBSTANTIAL�EFFECT�ON�COSTS�FOR�THE� 
STEEL�TOWER�AND�OTHER�COMPONENTS�� 

!S�DISCUSSED�PREVIOUSLY��#ALTRANS�ENGAGED�A�CONSULTANT�IN� 
&EBRUARY������TO�PROVIDE�A�QUALITY�ASSURANCE�CHECK�AND�RISK� 
ASSESSMENT�OF�THE�ESTIMATED�%AST�3PAN�CONSTRUCTION�SCHEDULE�� 
4HIS�REVIEW�WAS�INTENDED�TO�HELP�#ALTRANS�AND�STATE�OFlCIALS� 
MAKE�CRITICAL�CONSTRUCTION�AND�MANAGEMENT�DECISIONS� 
NECESSARY�TO�ADVERTISE�AND�AWARD�THE�SIGNATURE�SPAN�CONTRACT�� 
4HE�ASSESSMENT�IDENTIlED�AND�RANKED�RISKS�THAT�COULD�AFFECT� 
THE�SIGNATURE�SPAN�S�TIMELY�COMPLETION��4HE�MOST�SIGNIlCANT� 
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4O�LESSEN�THE�RISK�OF�STEEL� 
PRICE�INCREASES��#ALTRANS� 
OBTAINED�A�WAIVER�OF� 
FEDERAL�REGULATIONS�THAT� 
REQUIRE�THE�USE�OF� 
DOMESTIC�STEEL�� 

SCHEDULE�RISK�THE�REPORT�IDENTIlED�WAS�THAT�PARTS�MIGHT�NOT�lT� 
TOGETHER�PROPERLY�BECAUSE�BIDDERS�LIKELY�WOULD�NEED�TO�RELY�ON� 
SEVERAL�STEEL�PRODUCERS�AND�FABRICATORS�IF�THE�PROJECT�USED�STEEL� 
ONLY�FROM�DOMESTIC�PRODUCERS��#ALTRANS�ADDRESSED�THIS�CONCERN� 
AND�THE�CONCERN�IDENTIlED�BY�THE�#ENTRAL�2EGION�BY�ADDING� 
PROVISIONS�TO�THE�REQUEST�FOR�PROPOSAL�ALLOWING�CONTRACTORS�TO� 
PROVIDE�TWO�COST�ESTIMATES�FOR�SIGNATURE�SPAN�BIDS�ONE�PRICE� 
USING�DOMESTIC�STEEL�AND�ONE�USING�FOREIGN�STEEL��7HEN�FEDERAL� 
FUNDING�IS�INVOLVED��FEDERAL�REGULATIONS�REQUIRE�THAT�PROJECTS�BUY� 
STEEL�FROM�DOMESTIC�SOURCES��UNLESS�THE�COST�OF�DOMESTIC�STEEL�IS� 
MORE�THAN����PERCENT�HIGHER�THAN�THE�COST�OF�FOREIGN�STEEL�� 
)N�THE�SINGLE�BID�#ALTRANS�RECEIVED�FOR�THE�SIGNATURE�SPAN�IN� 
-AY�������THE�CONTRACTOR�S�TWO�PRICES�WERE�SUFlCIENTLY�DIFFERENT� 
TO�SHOW�THAT�FEDERAL�REGULATIONS�REQUIRING�DOMESTIC�STEEL�COULD� 
BE�WAIVED�BECAUSE�THE�DIFFERENCE�IN�CONTRACT�PRICE�BETWEEN� 
THE�TWO�PRICES�EXCEEDED����PERCENT�OF�THE�CONTRACT�AMOUNT�� 
POTENTIALLY�SAVING������MILLION�HAD�THE�INTERNATIONAL�STEEL�BID� 
BEEN�ACCEPTED�FOR�CONSTRUCTION� 

4HE�&EBRUARY������RISK�ASSESSMENT�ALSO�IDENTIlED�STRUCTURAL�RISK� 
ISSUES�FOR�THE�SIGNATURE�SPAN�S�COMPONENTS��THE�FOUNDATIONS�� 
PIERS��TOWER��BRIDGE�DECK��AND�CABLE�SYSTEM��&OR�EXAMPLE�� 
THE�CONSULTANT�BELIEVED�THAT�THE�MAIN�CABLE�SPECIlED�FOR�THE� 
SIGNATURE�SPAN�COULD�BE�PRODUCED�ONLY�BY�A�FOREIGN�COMPANY� 
UNLIKELY�TO�SELL�ITS�COMPETITORS�THE�UNIQUE�CASTING�MOLD�FOR� 
MAKING�THE�WIRE��4O�ADDRESS�THIS�ISSUE��#ALTRANS�OBTAINED� 
EXEMPTION�TO�THE�FEDERAL�REGULATION�REQUIRING�DOMESTIC�SUPPLIERS� 
FOR�THE�SIGNATURE�SPAN�S�MAIN�CABLE�� 

-OREOVER��IN�/CTOBER�������#ALTRANS�FORMED�AN�INDEPENDENT� 
REVIEW�COMMITTEE�OF�CONSULTANTS��CHAIRED�BY�THE�FORMER� 
EXECUTIVE�DIRECTOR�OF�THE�5TAH�$EPARTMENT�OF�4RANSPORTATION�� 
TO�REVIEW�THE�CONTRACT�REQUIREMENTS�FOR�TWO�MAJOR�%AST�3PAN� 
CONTRACTS�THE�SIGNATURE�SPAN�AND�ITS�FOUNDATIONS�BEFORE� 
ADVERTISEMENT��!MONG�OTHER�TASKS��THE�COMMITTEE�REVIEWED� 
BIDDER�INQUIRIES�FOR�THE�CONTRACT��INTERVIEWED�SELECTED�PROSPECTIVE� 
CONTRACTORS�AND�FABRICATORS��AND�ASSESSED�A�VARIETY�OF�CURRENT� 
AND�FUTURE�MARKET�CONDITIONS��/F�THE����RECOMMENDATIONS�THE� 
COMMITTEE�ISSUED�IN�ITS�.OVEMBER������REPORT��IT�BELIEVED�lVE� 
COULD�HAVE�A�MAJOR�IMPACT�ON�THE�ACTUAL�BID�PRICES��/NCE�AGAIN�� 
THE�WAIVER�OF�FEDERAL�REGULATIONS�REQUIRING�THE�USE�OF�DOMESTIC� 
STEEL�FOR�THE�SIGNATURE�SPAN�WAS�CITED�AS�A�MITIGATION�STEP�THAT� 
COULD�SAVE�����MILLION�TO������MILLION�� 
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4HREE�OF�THE�lVE�ANALYSES� 
#ALTRANS�INITIATED� 
QUANTIlED�RISK�IN�TERMS�OF� 
POTENTIAL�COST��HOWEVER�� 
#ALTRANS�DID�NOT�USE�THESE� 
QUANTIlED�RISKS�TO�UPDATE� 
ITS�COST�ESTIMATES� 

%ACH�OF�THE�lVE�MAJOR�ANALYSES�THAT�#ALTRANS�INITIATED�WERE� 
APPROPRIATE�ACTIONS�TO�IDENTIFY�RISKS��&URTHER��THE�ANALYSES� 
RECOMMENDED�STEPS�#ALTRANS�COULD�TAKE�TO�MITIGATE�THESE� 
RISKS��(OWEVER��AS�THE�NEXT�SECTION�INDICATES��#ALTRANS�DID�NOT� 
ADEQUATELY�QUANTIFY�RISKS�RELATED�TO�THE�%AST�3PAN� 

#ALTRANS�$ID�.OT�!DEQUATELY�1UANTIFY�2ISKS�!SSOCIATED�7ITH� 
THE�0ROJECT 

!LTHOUGH�#ALTRANS�ACTED�TO�IDENTIFY��QUALITATIVELY�ANALYZE�� 
AND�MITIGATE�RISKS�THAT�COULD�AFFECT�THE�%AST�3PAN��IT�DID�NOT� 
HAVE�A�COORDINATED�RISK�MANAGEMENT�PLAN�IN�PLACE�TO�ENSURE� 
THAT�IT�QUANTIlED�RISKS�IN�TERMS�OF�INCREASED�COSTS�TO�THE� 
PROJECT��4HE�0-"/+�'UIDE�STATES�THAT�ORGANIZATIONS�SHOULD� 
PERFORM�QUANTITATIVE�RISK�ANALYSIS�TO�ESTIMATE�POTENTIAL�COSTS� 
ASSOCIATED�WITH�PROJECT�RISKS��&URTHER��#ALTRANS��RISK�MANAGEMENT� 
HANDBOOK�STRONGLY�RECOMMENDS�THAT�PROJECT�MANAGERS�PERFORM� 
QUANTITATIVE�RISK�ANALYSIS�ON�PROJECTS�WITH�EXTREMELY�HIGH�RISK� 
TO�ESTIMATE�THE�PROBABILITY�OF�MEETING�PROJECT�COST�AND�TIME� 
OBJECTIVES��4HE�lVE�ANALYSES�DISCUSSED�IN�THE�PREVIOUS�SECTION� 
IDENTIlED�SIGNIlCANT�RISKS�THAT�COULD�AFFECT�THE�COST�AND�SCHEDULE� 
OF�THE�%AST�3PAN��"Y�QUANTIFYING�THE�POTENTIAL�COST�EFFECT�ON� 
THE�%AST�3PAN�S�BUDGET��#ALTRANS�COULD�HAVE�BETTER�GAUGED�THE� 
LIKELIHOOD�OF�STAYING�WITHIN�THE�!"������BUDGET�� 

4HREE�OF�THE�lVE�ANALYSES�QUANTIlED�RISK�IN�TERMS�OF�POTENTIAL� 
COST�THAT�#ALTRANS�COULD�HAVE�USED�TO�UPDATE�ITS�ESTIMATES�� 
(OWEVER��#ALTRANS�DID�NOT�USE�THESE�QUANTIlED�RISKS�TO�UPDATE� 
ITS�COST�ESTIMATES��&OR�THE�OTHER�ANALYSES��#ALTRANS�DID�NOT�ASK� 
FOR�A�DETERMINATION�OF�THE�POTENTIAL�COST�RELATED�TO�IDENTIlED� 
RISKS��!CCORDING�TO�THE�DIRECTOR��THE�COST�UPDATE�FOR�#ALTRANS�� 
!UGUST������REPORT�INCLUDED�ITS�lRST�PROGRAM
WIDE�COST�UPDATE� 
SINCE�#ALTRANS�PREPARED�THE�COST�ESTIMATES�FOR�!"������IN� 
!PRIL�������!FTER�!"������BECAME�LAW��THE�DIRECTOR�SAID�THAT� 
#ALTRANS�MANAGED�TO�THE�BUDGET�AS�SET�FORTH�IN�THE�BILL�BY� 
MITIGATING�POTENTIAL�RISKS��&URTHER��ACCORDING�TO�THE�SUMMARY�OF� 
RISK�ACTIONS�#ALTRANS�PREPARED�FOR�US��THE�"ECHTEL�)NFRASTRUCTURE� 
#ORPORATION��"ECHTEL	�!UGUST������COST�REVIEW�WAS�THE�ONLY� 
PROGRAM
WIDE�QUANTITATIVE�RISK�ANALYSIS�PERFORMED�FOR�THE� 
PROGRAM�SINCE�!"������WAS�PASSED��(OWEVER��#ALTRANS�COULD� 
HAVE�ATTEMPTED�TO�ESTIMATE�POTENTIAL�COST�INCREASES�AS�AT�LEAST� 
SOME�OF�THE�RISKS�WERE�LIKELY�TO�CONTINUE�TO�THREATEN�THE�PROJECT� 
DESPITE�EFFORTS�TO�MITIGATE�THEM�� 
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!�$ECEMBER������ 
QUALITY�ASSURANCE� 
REVIEW�RECOMMENDED� 
CONTINGENCY�RESERVES� 
OF�AT�LEAST����PERCENT�� 
HOWEVER��#ALTRANS�� 
INTERNAL�ESTIMATES�FOR�THE� 
SIGNATURE�SPAN�CONTRACTS� 
INCLUDED�ONLY�A���PERCENT� 
PROJECT�CONTINGENCY� 
RESERVE� 

-OREOVER��#ALTRANS��CONSULTANT�EVALUATED�RISKS�FOR�THE� 
&EBRUARY������RISK�ASSESSMENT�IN�TERMS�OF�POSSIBLE�DELAYS�TO� 
THE�SCHEDULE��AND�#ALTRANS�DID�NOT�ATTEMPT�TO�ESTIMATE�COSTS� 
ASSOCIATED�WITH�SUCH�DELAYS��!S�INDICATED�IN�THE�SUMMARY� 
CREATED�ESPECIALLY�FOR�US�OF�#ALTRANS��RISK�MANAGEMENT�ACTIVITIES�� 
#ALTRANS�DID�NOT�ATTEMPT�TO�ESTIMATE�INCREASED�COSTS�THESE�RISKS� 
MAY�POSE�TO�THE�PROJECT�UNTIL�THE�COMMISSION�HIRED�"ECHTEL� 
TO�PRODUCE�A�COST�REVIEW�REPORT�RELEASED�IN�!UGUST�������!T� 
THIS�TIME��#ALTRANS�WAS�ABLE�TO�ESTIMATE�THAT�A�ONE
AND
A
HALF� 
YEAR�DELAY�TO�THE�PROJECT�WOULD�INCREASE�COSTS�BY�AS�MUCH�AS� 
�����MILLION��INCLUDING������MILLION�IN�SUPPORT�COSTS�AND� 
�����MILLION�IN�ADDITIONAL�CONTRACTOR�COSTS��4HIS�INDICATES�THAT� 
#ALTRANS�HAD�THE�ABILITY�TO�ANALYZE�OTHER�AREAS�OF�THE�PROGRAM� 
AND�CALCULATE�POTENTIAL�COST�INCREASES��7ITH�ITS�ENGINEERING� 
EXPERTISE�OR�WITH�THE�ASSISTANCE�OF�A�CONTRACTOR��#ALTRANS�COULD� 
HAVE�ATTEMPTED�TO�QUANTIFY�THE�ADDITIONAL�COSTS�ASSOCIATED�WITH� 
SCHEDULE�DELAYS�BEFORE�!UGUST������� 

!LSO��#ALTRANS�DID�NOT�ADEQUATELY�ADDRESS�THE�POSSIBILITY�THAT� 
RISKS�IT�COULD�NOT�IDENTIFY�THROUGH�ITS�RISK�MANAGEMENT�EFFORTS� 
WOULD�AFFECT�THE�ULTIMATE�COST�OF�THE�PROJECT��!LTHOUGH�SUCH� 
UNKNOWN�RISKS�CANNOT�BE�MANAGED��PROJECT�MANAGERS�MAY� 
ADDRESS�THEM�BY�CREATING�A�CONTINGENCY�RESERVE�BASED�ON�PAST� 
EXPERIENCE�WITH�SIMILAR�PROJECTS��!CCORDING�TO�THE�0-"/+�'UIDE�� 
QUANTITATIVE�RISK�ANALYSIS�INCLUDES�USING�HISTORICAL�INFORMATION�� 
EXPERT�JUDGMENT��AND�OTHER�SOURCES�OF�INFORMATION��AND� 
ASSESSING�THE�PROBABILITY�OF�ACHIEVING�PROJECT�COST�AND�TIME� 
OBJECTIVES��TO�CALCULATE�A�CONTINGENCY�RESERVE�AMOUNT�NEEDED�FOR� 
THE�PROJECT��&OR�EXAMPLE��THE�$ECEMBER������QUALITY�ASSURANCE� 
REVIEW�THAT�THE�#ENTRAL�2EGION�PERFORMED�FOUND�THAT��BASED� 
ON�ITS�ANALYSIS�OF�EIGHT�"AY�!REA�SEISMIC�RETROlT�BRIDGE�PROJECTS�� 
COSTS�HAD�INCREASED�BY�AN�AVERAGE�OF����PERCENT�OVER�ESTIMATES�� 
!S�SUCH��THE�#ENTRAL�2EGION�RECOMMENDED�INCLUDING�CONTINGENCY� 
RESERVES�OF�AT�LEAST����PERCENT�FOR�UNKNOWN�RISKS�AND�FOR�UNFORESEEN� 
DISPUTES�OR�ADDITIONAL�COSTS�TO�CLOSE�DOWN�THE�SIGNATURE�SPAN� 
PROJECT��(OWEVER��FROM�$ECEMBER������THROUGH�-AY������#ALTRANS�� 
INTERNAL�ESTIMATES�FOR�THE�SIGNATURE�SPAN�CONTRACTS�INCLUDED�ONLY�A� 
��PERCENT�PROJECT�CONTINGENCY�RESERVE�� 

!DDITIONALLY��THE�&EBRUARY������RISK�ASSESSMENT�INDICATED�THAT� 
#ALTRANS�SHOULD�CONSIDER�APPLYING�A�STATISTICAL�RISK�SIMULATION� 
TO�THE�PROJECT��#ALTRANS�DID�NOT�ATTEMPT�TO�DO�SO��4HE�"ECHTEL� 
COST�REVIEW�RELEASED�BY�THE�COMMISSION�IN�!UGUST������ 
INCLUDED�A�QUANTITATIVE�ASSESSMENT�OF�RISKS�TO�INDIVIDUAL�PROJECT� 
BUDGETS�AND�FOR�THE�PROGRAM��4HIS�REVIEW�INCLUDED�A�STATISTICAL� 
SIMULATION�TO�QUANTIFY�RISKS�IN�TERMS�OF�COST��4HIS�STATISTICAL� 
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ANALYSIS�INDICATED�THAT�A������MILLION�CONTINGENCY�WOULD� 
PROVIDE����PERCENT�ASSURANCE�THAT�#ALTRANS�WOULD�STAY�WITHIN�ITS� 
REVISED�BUDGET�������MILLION�OF�THE�PROGRAM�CONTINGENCY�RELATED� 
TO�COST�RISKS�AND������MILLION�TO�SCHEDULE�RISKS�� 

4HE�PROGRAM�S�HIGH�COST�AND�INHERENT�RISKS�DEMANDED�THAT� 
#ALTRANS�PERFORM�SUCH�AN�ANALYSIS�ON�A�REGULAR�BASIS��NOT�JUST� 
WHEN�IT�WAS�OBVIOUS�THAT�IT�WOULD�GREATLY�EXCEED�ITS�!"������ 
BUDGET��"ECHTEL�HAD�PERFORMED�A�SIMILAR�ANALYSIS�OF�THE�PROGRAM� 
IN�������(AD�#ALTRANS�PERFORMED�THESE�TYPES�OF�QUANTITATIVE�RISK� 
ANALYSES�ON�AN�ONGOING�BASIS��IT�MAY�HAVE�BEEN�ABLE�TO�DETERMINE� 
EARLIER�THAT�IT�WOULD�NOT�STAY�WITHIN�THE�!"������BUDGET�� 

#!,42!.3�$/%3�./4�2%'5,!2,9�50$!4%�02/'2!-� 
#/34�%34)-!4%3�4/�-/.)4/2�4(%�02/'2!-�3� 
"5$'%4�!002/02)!4%,9 

7E�REVIEWED�#ALTRANS��PERFORMANCE�ON�TWO�KEY� 
ELEMENTS�OF�PROJECT�COST�MANAGEMENT�COST� 
ESTIMATING�AND�COST�CONTROL��SEE�TEXTBOX	��#OST� 
ESTIMATING�IS�IMPORTANT�TO�PROJECT�MANAGEMENT� 
BECAUSE�REASONABLY�ACCURATE�AND�REGULARLY� 
UPDATED�INFORMATION�IS�CRITICAL�TO�MANAGING�A� 
PROJECT�AND�REPORTING�TO�STAKEHOLDERS��!CCORDING� 
TO�THE�0-"/+�'UIDE��PROJECT�COST�MANAGEMENT� 
INCLUDES�THE�PROCESSES�NEEDED�TO�ENSURE�THAT�A� 
PROJECT�IS�COMPLETED�WITHIN�THE�APPROVED�BUDGET�� 
&URTHER��UNDER�&(7!�MAJOR�PROJECT�PROGRAM�COST� 
ESTIMATING�GUIDANCE��ESTIMATES�ARE�CENTRAL�FOR� 
ESTABLISHING�THE�BASIS�FOR�KEY�PROJECT�DECISIONS�� 
MEASURING�PROJECT�SUCCESS��AND�COMMUNICATING� 

PROJECT�STATUS�AT�ANY�TIME��5NDER�!"�������THE�,EGISLATURE�GAVE� 
#ALTRANS�A�BUDGET�OF�APPROXIMATELY������BILLION��INCLUDING�A� 
�����MILLION�PROGRAM�CONTINGENCY�RESERVE��(OWEVER��#ALTRANS� 
HAS�NOT�UPDATED�THE�PROJECTED�PROGRAM�COSTS�REGULARLY�TO�ASSESS� 
WHETHER�IT�IS�STAYING�WITHIN�THE�BUDGET�THAT�!"������ESTABLISHED�� 
)N�PARTICULAR��#ALTRANS�HAS�NOT�REGULARLY�UPDATED�ITS�ESTIMATES� 
OF�SUPPORT�COSTS�NEEDED�FOR�THE�LIFE�OF�THE�PROGRAM�AND�HAS�NOT� 
REASSESSED�ITS�PROGRAM�CONTINGENCY�RESERVE��2EGULARLY�UPDATING� 
INTERNAL�COST�ESTIMATES�WOULD�ALLOW�#ALTRANS�TO�PREPARE�A� 
DETAILED�OVERVIEW�OF�THE�PROGRAM�THAT�INCLUDES�ESTIMATED�CAPITAL� 
AND�SUPPORT�COSTS�FOR�ALL�BRIDGES��AND�CONTINGENCY�RESERVE� 
AMOUNTS��4HIS�OVERVIEW��WHICH�WOULD�KEEP�PROGRAM�MANAGERS� 
AWARE�OF�PROGRAM
WIDE�COSTS��SHOULD�BE�UPDATED�REGULARLY�OR� 
AS�SIGNIl�CANT�CHANGES�BECOME�KNOWN��(AD�#ALTRANS�REGULARLY� 

#ALIFORNIA�3TATE�!UDITOR�2EPORT�����
��� ����
 

+EY�%LEMENTS�OF�0ROJECT�#OST� 
-ANAGEMENT�7E�2EVIEWED��!CCORDING� 

TO�THE�0-"/+�'UIDE� 

���#OST�ESTIMATING�DEVELOPING�AN� 
APPROXIMATION��ESTIMATE	�OF�THE�COSTS�OF� 
THE�RESOURCES�NEEDED�TO�COMPLETE�PROJECT� 
ACTIVITIES� 

���#OST�CONTROL�CONTROLLING�CHANGES�TO�THE� 
PROJECT�BUDGET� 
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#ALTRANS��COST�UPDATE�FOR� 
THE�!UGUST������REPORT� 
TO�THE�,EGISLATURE�WAS� 
ITS�lRST�PROGRAM
WIDE� 
UPDATE�OF�COST�ESTIMATES� 
SINCE�#ALTRANS�PREPARED� 
THE�COST�ESTIMATES�FOR� 
!"������IN�!PRIL������ 

UPDATED�AND�MONITORED�THE�PROGRAM�S�COST��IT�WOULD�HAVE� 
RECOGNIZED�EARLIER�THAT�THE�PROGRAM�WAS�EXCEEDING�ITS�BUDGET� 
UNDER�!"������ 

)N�ADDITION�TO�COST�ESTIMATING��THE�0-"/+�'UIDE�EMPHASIZES�THE� 
IMPORTANCE�OF�CONTROLLING�CHANGES�TO�THE�PROJECT�BUDGET�AS�PART� 
OF�EFFECTIVE�COST�MANAGEMENT��7E�FOUND�THAT�#ALTRANS�FOLLOWS�ITS� 
INTERNAL�POLICIES�AND�PROCEDURES�WHEN�ISSUING�CONTRACT�CHANGE� 
ORDERS�THAT�MODIFY�ORIGINAL�CONTRACTS�AND�INCREASE�PROJECT�COST�� 

#ALTRANS�$OES�.OT�2EGULARLY�5PDATE�#OST�%STIMATES�FOR�THE� 
7HOLE�0ROGRAM� 

!LTHOUGH�IT�PREPARES�MONTHLY�ESTIMATES�OF�COSTS�ON�PROJECTS� 
UNDER�CONSTRUCTION��#ALTRANS�LACKS�A�REGULARLY�UPDATED�OVERVIEW� 
THAT�INCLUDES�ACTUAL�COSTS��ANTICIPATED�COSTS��AND�CONTINGENCY� 
RESERVES�FROM�A�PROGRAM
WIDE�PERSPECTIVE��4HE�0-"/+�'UIDE�NOTES� 
THAT�FEW�PROJECTS�RUN�EXACTLY�ACCORDING�TO�PLAN��AND�THAT�CHANGES� 
MAY�REQUIRE�NEW�OR�REVISED�COST�ESTIMATES�OR�ANALYSES�OF�ALTERNATIVE� 
APPROACHES��!LSO��#ALTRANS��PROJECT�MANAGEMENT�HANDBOOK�NOTES� 
THAT�EFFECTIVE�COST�MANAGEMENT�REQUIRES�PROJECT�MANAGERS�TO� 
REGULARLY�COMPARE�ACTUAL�EXPENDITURES�TO�PLANNED�EXPENDITURES� 
AT�THE�LEVEL�USED�IN�BUDGET�DEVELOPMENT��&URTHER��&(7!�STRONGLY� 
RECOMMENDS�DEVELOPMENT�OF�A�MONTHLY�COST��SCHEDULE��AND�STATUS� 
REPORT��INCLUDING�A�CURRENT�COST�FORECAST�COMPARED�WITH�THE�LATEST� 
BUDGET��WITH�EXPLANATIONS�FOR�BUDGET�DEVIATIONS� 

!CCORDING�TO�ITS�DIRECTOR��#ALTRANS��COST�UPDATE�FOR�THE�!UGUST������ 
REPORT�TO�THE�,EGISLATURE�WAS�ITS�lRST�PROGRAM
WIDE�COST�UPDATE� 
SINCE�#ALTRANS�PREPARED�THE�COST�ESTIMATES�FOR�!"������IN� 
!PRIL�������!FTER�!"�������HE�SAYS�ESTIMATES�WERE�UPDATED� 
BASED�ON�THE�SPECIlC�MILESTONE�ACTIVITIES�OF�INDIVIDUAL�CONTRACTS�� 
3UCH�MILESTONE�UPDATES�INCLUDE�THE�ADVERTISEMENT�OF�A�CONTRACT�� 
A�SUPPLEMENTAL�FUNDS�APPROVAL�FOR�A�CONSTRUCTION�CONTRACT�� 
OR�THE�COMPLETION�OF�A�CONSTRUCTION�CONTRACT��#ALTRANS�HAS� 
MAINTAINED�THE�BUDGET�ON�A�PROGRAM�BASIS�AND�ADJUSTED�THE� 
INDIVIDUAL�CONTRACT�BUDGET��IF�REQUIRED��BASED�ON�INFORMATION� 
PROVIDED�FROM�A�MILESTONE�FOR�EACH�CONTRACT��#ALTRANS�MANAGES� 
THE�APPROVED�BUDGET�AS�SET�FORTH�IN�THE�FUNDING�LEGISLATION�AND� 
WORKS�TO�MAINTAIN�THIS�BUDGET�BY�MITIGATING�POTENTIAL�RISKS�THAT� 
MAY�AFFECT�THE�PROGRAM�BUDGET��.EVERTHELESS��THE�DIRECTOR�SAYS� 
THAT�A�CHANGE�IN�THE�LAW�EFFECTIVE�FOR������REQUIRES�#ALTRANS� 
TO�BEGIN�REPORTING�THE�PROGRAM�S�STATUS�TO�THE�,EGISLATURE�EACH� 
QUARTER��THEREFORE��#ALTRANS�IS�IMPLEMENTING�A�PROCESS�TO�UPDATE� 
PROGRAM
WIDE�COSTS�EACH�QUARTER�� 
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!�PROGRAM
WIDE�OVERVIEW� 
WOULD�INCLUDE�REGULARLY� 
UPDATED�ESTIMATES�OF� 
THE�RESOURCES�NEEDED�TO� 
COMPLETE�ALL�PROJECTS�IN� 
THE�PROGRAM��WHETHER� 
OR�NOT�THEY�ARE�UNDER� 
CONSTRUCTION��AND� 
REGULAR�ASSESSMENTS�OF� 
PROJECT�AND�PROGRAM� 
CONTINGENCY�RESERVES� 

7E�RECOGNIZE�#ALTRANS�HAS�EXISTING�PROCESSES�AND�PROCEDURES�FOR� 
MANAGING�PROJECT�COSTS��INCLUDING�ESTIMATING�AND�CONTROLLING� 
COSTS��AND�PREPARES�REPORTS�AND�COST�ESTIMATES��/N�PROJECTS�THAT� 
ARE�UNDER�CONSTRUCTION��THE�CONSTRUCTION�DIVISION�AT�#ALTRANS�� 
HEADQUARTERS�PREPARES�MONTHLY�TOLL�BRIDGE�STATUS�REPORTS�THAT� 
INCLUDE�THE�FOLLOWING�STATUS�INFORMATION��THE�PROJECT�S�ORIGINAL� 
CONTRACTUAL�COST��BID�AMOUNT��TOTAL�PAID�TO�THE�CONTRACTOR�� 
APPROVED�AND�PENDING�CONTRACT�CHANGES�THAT�WOULD�INCREASE�THE� 
PROJECT�S�COST��POTENTIAL�ADDITIONAL�COSTS�FROM�CONTRACTOR�CLAIMS� 
FOR�REIMBURSEMENT��AND�THE�PERCENTAGE�A�PROJECT�IS�COMPLETE� 
IN�DOLLARS�AND�TIME��!CCORDING�TO�THE�ASSISTANT�CONSTRUCTION� 
COORDINATOR�FOR�THE�OFlCE�OF�TOLL�BRIDGES�AT�#ALTRANS��CONSTRUCTION� 
DIVISION��THE�REPORTS�ARE�AN�OVERSIGHT�TOOL�TO�ASSIST�#ALTRANS�� 
MANAGEMENT�IN�THE�EARLY�IDENTIlCATION�OF�CRITICAL�ISSUES��MAKING� 
CONSTRUCTION�MANAGEMENT�DECISIONS��AND�ASSESSING�SIGNIlCANT� 
COST��SCOPE��AND�SCHEDULE�ISSUES��!LTHOUGH�USEFUL��THESE�REPORTS� 
PROVIDE�PERSPECTIVE�ONLY�ON�INDIVIDUAL�AWARDED�CONTRACTS��RATHER� 
THAN�THE�PROGRAM�AS�A�WHOLE�AND�DO�NOT�PROVIDE�A�COST�FORECAST�� 
!�PROGRAM
WIDE�OVERVIEW�WOULD�INCLUDE�REGULARLY�UPDATED� 
ESTIMATES�OF�THE�RESOURCES�NEEDED�TO�COMPLETE�ALL�PROJECTS�IN� 
THE�PROGRAM��WHETHER�OR�NOT�THEY�ARE�UNDER�CONSTRUCTION�� 
AND�REGULAR�ASSESSMENTS�OF�PROJECT�AND�PROGRAM�CONTINGENCY� 
RESERVES��&URTHER��MANAGING�TO�A�BUDGET�AND�CONTRACT�MILESTONES� 
IS�AN�INADEQUATE�SOLUTION�WHEN�BUDGET�AND�TIMELINE�RISKS� 
INDICATE�THE�POTENTIAL�FOR�LARGE�COST�INCREASES�OR�TIME�DELAYS�� 
#ALTRANS�COULD�USE�ITS�STATUS�REPORTS�AS�A�BASIS�FOR�A�PROGRAM
WIDE� 
SUMMARY�OF�COSTS�AND�PROJECTED�EXPENDITURES��INTEGRATING�THE� 
INFORMATION�INTO�A�PROGRAM
WIDE�SUMMARY�ON�A�REGULAR�BASIS�FOR� 
USE�BY�#ALTRANS��MANAGEMENT�� 

#ALTRANS�$ID�.OT�2EGULARLY�2EEVALUATE�THE�0ROGRAM�S� 
3UPPORT�#OSTS 

0ROPER�TRACKING�OF�SUPPORT�COSTS�IS�IMPORTANT�BECAUSE�THEY� 
REPRESENT����PERCENT�OF�THE�PROGRAM�S�BUDGET��EXCLUDING�THE� 
CONTINGENCY�RESERVE	�THAT�!"������ESTABLISHED�IN�������(OWEVER�� 
UNTIL�RECENTLY��#ALTRANS�DID�NOT�REGULARLY�TRACK�WHETHER�ITS� 
SUPPORT�COSTS��SET�AT������MILLION�IN�!"�������WERE�PROJECTED� 
TO�STAY�WITHIN�BUDGET��4HUS��DURING�lSCAL�YEARS�����n���AND� 
����n����#ALTRANS�LACKED�THE�INFORMATION�NEEDED�TO�IDENTIFY� 
COST�INCREASES�THAT�OCCURRED�BEFORE�THE�ESTIMATE�FOR�TOTAL�SUPPORT� 
COSTS�JUMPED�FROM������MILLION�UNDER�!"������TO��������BILLION� 
IN�!UGUST�������(OWEVER��AS�OF�/CTOBER�������#ALTRANS�� 
ACCOUNTING�RECORDS�SHOWED�THAT�IT�HAD�SPENT������MILLION�IN� 
SUPPORT�COSTS�SINCE�THE�PROGRAM�BEGAN��)N�.OVEMBER������� 
#ALTRANS�REPORTED�TO�&(7!�THAT�IT�WAS�REDUCING�ITS�SUPPORT� 
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)T�IS�DIFlCULT�TO�UNDERSTAND� 
HOW�#ALTRANS�DID� 
NOT�KNOW�THAT�IT� 
WOULD�OVERSPEND�ITS� 
SUPPORT�COSTS�BUDGET� 
OF������MILLION�IN� 
.OVEMBER�������GIVEN� 
THAT�BY�THEN��#ALTRANS�� 
LIKE�ALL�STATE�DEPARTMENTS�� 
WOULD�HAVE�SUBMITTED� 
ITS�lSCAL�YEAR�����n��� 
'OVERNOR�S�"UDGET�WITH� 
ITS�PROJECTED�EXPENDITURES� 

COST�BUDGET�TO������MILLION��LEAVING�ONLY������MILLION�TO�PAY� 
SUPPORT�COSTS�THROUGH�������)F�#ALTRANS�HAD�BEEN�UPDATING�ITS� 
ESTIMATES�OF�SUPPORT�COSTS�REGULARLY��IT�WOULD�HAVE�KNOWN�AT�THAT� 
TIME�THAT�ITS�REMAINING�BUDGET�OF������MILLION�FOR�SUPPORT�COSTS� 
OVER�THE�REMAINING�EIGHT�YEARS�OF�THE�PROGRAM�WAS�INSUFlCIENT�� 
!T�ITS������USAGE�RATE�OF����MILLION�PER�MONTH��#ALTRANS�WOULD� 
HAVE�SPENT�ITS�REMAINING�SUPPORT�COST�BUDGET�OF������MILLION�BY� 
*UNE������� 

&URTHER��#ALTRANS�PROVIDED�US�DOCUMENTATION�OF�ITS�!UGUST������ 
ESTIMATE�OF�SUPPORT�COSTS�FOR�THE�PROGRAM��SHOWING�THAT�IT� 
EXPECTED������MILLION�OF�THE������MILLION�BUDGETED�TO�BE� 
CONSUMED�BY�*UNE�����������!CCORDING�TO�THE�PROJECT�CONTROL� 
MANAGER�CHARGED�WITH�OVERSEEING�SUPPORT�COSTS�ESTIMATES��THE� 
PROJECT�CONTROL�UNIT�FOR�#ALTRANS��$ISTRICT���/FlCE�PREPARED�A� 
DETAILED�ESTIMATE�OF�TOTAL�SUPPORT�COSTS�NEEDED�FOR�THE�REMAINDER� 
OF�THE�PROGRAM�IN�-ARCH�������BUT�HE�WAS�NOT�AWARE�OF�#ALTRANS� 
COMPLETING�SUCH�SUPPORT�COSTS�ESTIMATES�FOR�lSCAL�YEARS�����n��� 
OR�����n����(E�INDICATES�DEVELOPING�THE�CURRENT�TOTAL�SUPPORT� 
COSTS�ESTIMATES�WITHOUT�THE�BENElT�OF�A�POST
!"������ESTIMATE�� 
4HIS�MANAGER�ALSO�INDICATES�THAT�#ALTRANS�IS�UPDATING�THE�CURRENT� 
METHODOLOGY�FOR�ESTIMATING�SUPPORT�COSTS�AND�PLANS�TO�USE�IT� 
AGAIN�IN�lSCAL�YEAR�����n���� 

)T�IS�DIFlCULT�TO�UNDERSTAND�HOW�#ALTRANS�DID�NOT�KNOW�THAT� 
IT�WOULD�OVERSPEND�ITS�SUPPORT�COST�BUDGET�OF������MILLION�IN� 
.OVEMBER�������MUCH�LESS�SUPPORT�ITS�ASSERTION�THAT�IT�WOULD� 
HAVE�SAVINGS�OF�����MILLION��WHICH�IT�ALSO�REPORTED�TO�&(7!� 
IN�.OVEMBER�������)N�*ULY�TO�3EPTEMBER�������#ALTRANS��LIKE� 
ALL�STATE�DEPARTMENTS��WOULD�HAVE�SUBMITTED�BUDGET�CHANGE� 
PROPOSALS�FOR�THE�lSCAL�YEAR�����n���'OVERNOR�S�"UDGET�THAT� 
DOCUMENTED�PROPOSALS�TO�CHANGE�OR�MAINTAIN�THE�EXISTING� 
LEVEL�OF�SERVICES��)N�ADDITION��#ALTRANS�WOULD�HAVE�HAD�DETAILS� 
SUPPORTING�lSCAL�YEAR�����n���ACTUAL�EXPENDITURES��lSCAL� 
YEAR�����n���ESTIMATED�ACTUAL�EXPENDITURES��AND�lSCAL�YEAR� 
����n���PROPOSED�EXPENDITURES��7E�DID�NOT�REVIEW�THE�DETAILS� 
SUPPORTING�#ALTRANS��PAGES�OF�THE�lSCAL�YEAR�����n���'OVERNOR�S� 
"UDGET��(OWEVER��THE�ESTIMATED�SUPPORT�COSTS�REPORTED�BY� 
#ALTRANS�TO�&(7!�FOR�THE�REMAINDER�OF�THE�PROGRAM�WOULD�HAVE� 
BEEN�EXHAUSTED�AROUND�THE�END�OF�lSCAL�YEAR�����n���IF�THE� 
SUPPORTING�SCHEDULES�CORRECTLY�REmECTED�THE�RATE�OF�SPENDING�THAT� 
DID�OCCUR�IN�lSCAL�YEAR�����n����THAT�WAS�OCCURRING�IN�lSCAL�YEAR� 
����n����AND�THAT�WAS�PROPOSED�FOR�lSCAL�YEAR�����n���� 
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!�JOINT�EFFORT�BY�#ALTRANS�� 
"ECHTEL��AND�THE� 
COMMISSION�INCREASED� 
#ALTRANS��-AY������COST� 
ESTIMATE�OF������BILLION�TO� 
�����BILLION��INCLUDING�A� 
�����MILLION�CONTINGENCY� 
RESERVE� 

#ALTRANS�(AD�.OT�2EGULARLY�2EEVALUATED�THE�0ROGRAM�S� 
#ONTINGENCY�2ESERVE�.OR�!CCOUNTED�FOR�0OTENTIAL�#OST�)NCREASES� 

"ECAUSE�#ALTRANS�REEVALUATES�THE�PROGRAM�S�CONTINGENCY� 
RESERVE�INFREQUENTLY��ITS�!UGUST������REPORT�INCLUDES�THE�lRST� 
REEVALUATION�OF�THE�PROGRAM�S�CONTINGENCY�RESERVE�SINCE�!"������ 
BECAME�LAW�IN�/CTOBER�������9ET��DURING�THIS�THREE
YEAR�GAP�� 
#ALTRANS�HAD�SEVERAL�SIGNS�THAT�ITS�PROGRAM�CONTINGENCY�RESERVE� 
WAS�INSUFlCIENT�TO�COVER�COST�OVERRUNS��7ITHOUT�A�REGULARLY� 
UPDATED�CONTINGENCY�RESERVE�lGURE��PROGRAM�MANAGERS�LACK� 
CRITICAL�INFORMATION�TO�MITIGATE�ESTIMATED�OR�ACTUAL�COST�INCREASES� 
AND�THE�INFORMATION�TO�MAKE�A�TIMELY�APPEAL�FOR�ADDITIONAL� 
FUNDING�FROM�THE�,EGISLATURE� 

)N�.OVEMBER�������#ALTRANS�REPORTED�TO�&(7!�THAT�IT�WOULD� 
USE������MILLION�OF�ITS������MILLION�PROGRAM�CONTINGENCY� 
RESERVE�TO�OFFSET�COST�OVERRUNS��LEAVING�ONLY������MILLION�TO�BE� 
ALLOCATED�TO�FUTURE�COST�OVERRUNS��(OWEVER��#ALTRANS�ANNOUNCED� 
TO�THE�,EGISLATURE�IN�ITS�!UGUST������REPORT�THAT�THE�PROGRAM� 
CONTINGENCY�RESERVE�SHOULD�BE�INCREASED�TO������MILLION��)N� 
OTHER�WORDS��AS�SHOWN�IN�4ABLE���ON�PAGE�����AFTER�#ALTRANS� 
ALLOCATES�THE�ENTIRE�!"������CONTINGENCY�RESERVE�OF������MILLION� 
TO�COVER�A�PORTION�OF�THE��������BILLION�IN�PROJECTED�COST� 
INCREASES�OVER�!"�������IT�ESTIMATES�IT�WILL�NEED�������BILLION� 
OF�ADDITIONAL�PROJECT�FUNDING�PLUS�A������MILLION�PROGRAM� 
CONTINGENCY�RESERVE��FOR�A�TOTAL�NEED�OF�������BILLION�� 

)N�ADDITION��THE�#ALTRANS��COST�ESTIMATES�INITIALLY�DRAWN�UP� 
FOR�THE�!UGUST������REPORT�SIGNIlCANTLY�UNDERESTIMATED�THE� 
PROGRAM�S�COST��)N�*UNE�������#ALTRANS�ASKED�THE�COMMISSION� 
TO�REQUEST�"ECHTEL�TO�REVIEW�#ALTRANS��-AY������ESTIMATE�OF� 
PROGRAM�COSTS��WHICH�WERE������BILLION��INCLUDING�A������MILLION� 
CONTINGENCY�RESERVE��!FTER�A�JOINT�EFFORT�BY�#ALTRANS��"ECHTEL�� 
AND�THE�COMMISSION��#ALTRANS�ISSUED�ITS�!UGUST������REPORT� 
PROJECTING�TOTAL�PROGRAM�COSTS�OF������BILLION��INCLUDING�A� 
�����MILLION�CONTINGENCY�RESERVE��4HE�JOINT�REVIEW�RESULTED� 
IN�SEVERAL�ADJUSTMENTS��&OR�EXAMPLE��ACCORDING�TO�SUPPORTING� 
DOCUMENTATION�FOR�"ECHTEL�S�!UGUST������COST�REVIEW��#ALTRANS� 
DID�NOT�ACCOUNT�FOR������MILLION�IN�POTENTIAL�FUTURE�CAPITAL� 
COSTS�ASSOCIATED�WITH�ADJUSTMENTS�TO�REmECT�INCREASED�PRICES� 
FOR�STEEL�AND�CONCRETE��CONTRACTOR�S�TIME
RELATED�OVERHEAD�AND� 
MOBILIZATION��AND�ESCALATION�COSTS�FOR�SEVERAL�PROJECTS��4HIS� 
INCLUDES�ESCALATION�FOR�CERTAIN�PROJECTS�WHERE�CONSTRUCTION�HAD� 
NOT�YET�BEGUN��%SCALATION�FOR�THESE�PROJECTS�IS�IMPORTANT�BECAUSE� 
THERE�MAY�BE�INCREASES�IN�COSTS�DUE�TO�INmATION��DELAYS��AND� 
OTHER�FACTORS�THAT�PRUDENT�CONTRACTORS�WILL�TAKE�INTO�ACCOUNT� 
WHEN�PREPARING�THEIR�BIDS�OR�REIMBURSEMENT�REQUESTS��!LSO��THE� 
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#ALTRANS�COMPLIED�WITH� 
ITS�INTERNAL�POLICIES�AND� 
PROCEDURES�IN�OUR�SAMPLE� 
OF����CHANGE�ORDERS�� 

JOINT�REVIEW�DETERMINED�THAT�A������MILLION�CONTINGENCY�RESERVE� 
WAS�MORE�APPROPRIATE�THAN�THE������MILLION�CONTINGENCY�RESERVE� 
THAT�#ALTRANS�INITIALLY�ESTIMATED�� 

#ALTRANS�'ENERALLY�&OLLOWS�)TS�)NTERNAL�#ONTRACT�#HANGE� 
/RDER�0OLICIES 

#ALTRANS�GENERALLY�FOLLOWS�ITS�INTERNAL�CONTRACT�CHANGE�ORDER� 
�CHANGE�ORDER	�POLICIES�AND�PROCEDURES�WHEN�PAYING�CONTRACTORS� 
FOR�WORK�THAT�IS�OUTSIDE�A�CONSTRUCTION�CONTRACT��#ALTRANS� 
ISSUES�CHANGE�ORDERS�TO�MAKE�CHANGES�TO�ORIGINAL�CONTRACTS�� 
PAYING�FOR�CHANGES�WITH�CONTINGENCY�RESERVES��#ALTRANS�MAY� 
PREPARE�CHANGE�ORDERS�TO�ADJUST�CONTRACT�PLANS�OR�SPECIlCATIONS�� 
ADJUST�THE�CONTRACTOR�S�COMPENSATION��CLARIFY�CONTRACT�TERMS�� 
IMPLEMENT�A�COST�REDUCTION�PROPOSAL��DIRECT�THE�CONTRACTOR�TO� 
DO�EXTRA�WORK��OR�RESOLVE�DISPUTES�OR�POTENTIAL�CLAIMS�WITH�A� 
CONTRACTOR��#ALTRANS��CONSTRUCTION�MANUAL�SETS�FORTH�POLICIES� 
AND�PROCEDURES�FOR�PREPARING�CHANGE�ORDERS��DESCRIBING�REQUIRED� 
APPROVALS�AND�CONCURRENCES��AND�PROCEDURES�FOR�DIFFERENT�TYPES� 
OF�PAYMENT�METHODS�AND�PERFORMING�COST�ESTIMATES��7E�FOUND� 
THAT�#ALTRANS�COMPLIED�WITH�ITS�INTERNAL�POLICIES�AND�PROCEDURES� 
WHEN�WE�REVIEWED�A�SAMPLE�OF����CHANGE�ORDERS�WITH�A�VALUE� 
GREATER�THAN����MILLION�FOR�THE�2ICHMOND
3AN�2AFAEL�"RIDGE�AND� 
SKYWAY�PROJECTS�AND�GREATER�THAN����������FOR�THE�WEST�APPROACH� 
PROJECT��)N�ADDITION��#ALTRANS�PERFORMED�AN�APPROPRIATE� 
ASSESSMENT�OF�EACH�CHANGE�ORDER�S�IMPACT�ON�THE�OVERALL�PROJECT�� 

0ROJECT�CONSTRUCTION�PERSONNEL�DETERMINE�IF�THE�PROPOSED�CHANGE� 
IS�WITHIN�THE�SCOPE�OF�THE�ORIGINAL�CONTRACT��EVALUATE�THE�EFFECT� 
OF�ANY�TIME�ADJUSTMENT�ON�PROJECT�COMPLETION��AND�CONSIDER� 
IF�CONTINGENCY�RESERVE�BALANCES�ARE�SUFlCIENT�TO�PAY�FOR�THE� 
CHANGE��#ALTRANS�ALLOWS�SEVERAL�DIFFERENT�METHODS�TO�DETERMINE� 
HOW�MUCH�IT�WILL�PAY�ON�A�CHANGE�ORDER��#ALTRANS��RESIDENT� 
ENGINEERS�MAY�CHOOSE�TO�PAY�THE�CHANGE�ORDER�FOR�CONTRACT� 
ITEMS�AT�CONTRACT�PRICES�OR�WITH�ADJUSTMENTS�TO�CONTRACT�PRICES�� 
&OR�EXTRA�WORK��THE�RESIDENT�ENGINEERS�MAY�NEGOTIATE�AN�AGREED� 
UNIT�PRICE�OR�A�LUMP�SUM�AMOUNT��4HEY�ALSO�MAY�MAKE�A�FORCE� 
ACCOUNT�ESTIMATE��IN�WHICH�#ALTRANS�AGREES�TO�REIMBURSE�THE� 
CONTRACTOR�BY�ADDING�SPECIlED�MARK
UPS�TO�THE�ACTUAL�COSTS�OF� 
MATERIAL��EQUIPMENT��AND�LABOR��#ALTRANS�POLICY�CONSIDERS�THE�USE� 
OF�A�FORCE�ACCOUNT�PAYMENT��WHICH�DOES�NOT�LOCK�THE�CONTRACTOR� 
TO�SET�PRICES��TO�BE�THE�LEAST�PREFERRED�METHOD�OF�DETERMINING� 
PAYMENTS�FOR�A�CHANGE�ORDER��)T�REQUIRES�RESIDENT�ENGINEERS� 
TO�MAKE�EVERY�EFFORT�TO�ADJUST�CONTRACT�PRICES��OR�NEGOTIATE�AN� 
AGREED�PRICE��WHICH�LOCKS�THE�CONTRACTOR�TO�THAT�UNIT�PRICE�OR� 
LUMP�SUM�AMOUNT��BEFORE�RESORTING�TO�THIS�METHOD�� 
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#ALTRANS�USED�THE�FORCE�ACCOUNT�PAYMENT�METHOD�EXCLUSIVELY� 
OR�PRIMARILY�IN����OF�THE����CHANGE�ORDERS�WE�REVIEWED��!� 
SUPERVISING�TRANSPORTATION�ENGINEER�FROM�THE�SKYWAY�PROJECT� 
AND�THE�PROJECT�MANAGER�OVER�THE�2ICHMOND
3AN�2AFAEL�"RIDGE� 
AND�7EST�!PPROACH�RETROlTS�EXPLAINED�THAT�THE�FORCE�ACCOUNT� 
METHOD�WAS�USED�TO�DETERMINE�THE�EXTRA�WORK�COSTS�IN�NINE�OF� 
THESE����CHANGE�ORDERS�BECAUSE�#ALTRANS�COULD�NOT�ESTIMATE�THE� 
WORK�WITHIN�REASONABLE�LIMITS�OF�ACCURACY�OR�BECAUSE�THEY�COULD� 
NOT�NEGOTIATE�AN�AMOUNT�WITH�THE�CONTRACTOR��4WO�CHANGE�ORDERS� 
PAID�FOR�TRAFlC�CONTROL��WHICH�#ALTRANS�PAYS�FOR�AT�ACTUAL�COST�� 
.EVERTHELESS��#ALTRANS�PERSONNEL�ARE�REQUIRED�TO�CHECK�EXTRA�WORK� 
BILLS�SUBMITTED�BY�THE�CONTRACTOR�FOR�APPROPRIATE�RATES�AND�ALLOWABLE� 
ITEMS�BEFORE�APPROVING�FORCE�ACCOUNT�PAYMENTS��A�PROCESS�THAT� 
SHOULD�PROTECT�#ALTRANS�FROM�OVERPAYING�FOR�CHANGE�ORDERS�� 

4O�ASSIST�IN�RESOLVING�DISPUTES�AND�POTENTIAL�CLAIMS�ON�WHICH� 
#ALTRANS�AND�A�CONTRACTOR�CANNOT�AGREE��#ALTRANS�AND�THE� 
CONTRACTOR�MAY�ESTABLISH�A�DISPUTE�REVIEW�BOARD�AT�THE�BEGINNING� 
OF�A�PROJECT�TO�REVIEW�BOTH�PARTIES��POSITIONS�AND�PROVIDE� 
RECOMMENDATIONS�TO�RESOLVE�DISPUTES��4HE�DISPUTE�REVIEW� 
BOARD�AN�INDIVIDUAL�REPRESENTING�#ALTRANS��THE�CONTRACTOR��AND� 
A�JOINTLY�SELECTED�MEMBER�INITIALLY�MAKES�RECOMMENDATIONS� 
ON�THE�MERITS�OF�THE�DISPUTE��)F�REQUESTED�BY�EITHER�PARTY��IT� 
RECOMMENDS�GUIDELINES�FOR�DETERMINING�COMPENSATION��)TS� 
RECOMMENDATIONS�ARE�NOT�BINDING��HOWEVER��AND�EITHER�PARTY� 
MAY�ASK�THE�BOARD�TO�RECONSIDER�ITS�RULINGS�IF�NEW�EVIDENCE�IS� 
SUBMITTED��!LL�THREE�PROJECTS�WE�REVIEWED�HAD�SET�UP�DISPUTE� 
REVIEW�BOARDS��BUT�NONE�OF�THE�CHANGE�ORDERS�WE�TESTED�HAS� 
DISPUTE�REVIEW�BOARD�RULINGS��!CCORDING�TO�THE�%AST�3PAN�PROJECT� 
MANAGER��#ALTRANS�USES�THE�DISPUTE�REVIEW�BOARD�AS�A�LAST�RESORT�� 
WHEN�DISPUTE�OR�POTENTIAL�CLAIM�RESOLUTION�IS�UNSUCCESSFUL�� 
&URTHER��SHE�INDICATES�THAT�#ALTRANS�HOPES�TO�RESOLVE�MOST�ISSUES� 
BEFORE�THE�DISPUTE�REVIEW�BOARD�S�INVOLVEMENT��SO�#ALTRANS�REFERS� 
ONLY�THE�MOST�CONTENTIOUS�ISSUES�TO�THE�DISPUTE�REVIEW�BOARD� 
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#ALTRANS�FAILED�TO�KEEP�ITS�STAKEHOLDERS�INFORMED�OF�RELEVANT� 
CHANGES�IN�ITS�ESTIMATES�OF�PROGRAM�COSTS�AND�COST�OVERRUNS�ON� 
A�REASONABLE�AND�TIMELY�BASIS��!LTHOUGH�STATE�LAW�REQUIRES�REGULAR� 
REPORTING�TO�THE�,EGISLATURE��#ALTRANS�DID�NOT�PROVIDE�A�STATUS� 
REPORT�ON�THE�PROGRAM�FOR������OR�THE�lRST�HALF�OF������UNTIL� 
!UGUST�������4HERE�WERE�MULTIPLE�INDICATORS�THAT�THE�PROGRAM� 
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WOULD�EXPERIENCE�LARGE�COST�OVERRUNS�DURING������AND�THE� 
l�RST�HALF�OF�������YET�#ALTRANS�FAILED�TO�INFORM�THE�,EGISLATURE� 
THROUGH�ITS�STATUTORILY�REQUIRED�REPORTING��#ALTRANS�HAD�STRONG� 
INDICATIONS�THAT�THE�PROGRAM�S�COSTS�WOULD�EXCEED�THE�!"������ 
COST�ESTIMATES�AS�EARLY�AS�.OVEMBER�������WHEN�IT�PROVIDED� 
ITS�ANNUAL�l�NANCIAL�PLAN�TO�&(7!��(OWEVER��ITS�l�NANCIAL�PLAN� 

CONTAINED�INFORMATION�THAT�DID�NOT�REm�ECT�ITS� 
INTERNAL�COST�ESTIMATES��AND�THUS�UNDERSTATED�THE� 
EXTENT�OF�THE�COST�OVERRUNS��-OREOVER��#ALTRANS� 
PROVIDED�NO�INFORMATION�ON�POTENTIAL�PROGRAM�
FUNDING�SHORTFALLS�BEFORE�-AY������TO�THE�
COMMISSION��A�CRITICAL�STAKEHOLDER�THAT�REPRESENTS� 
THE�COMMUTERS�WHO�PAY�TO�USE�THE�TOLL�BRIDGES�� 

4HE�0-"/+�'UIDE�DEl�NES�PROJECT�COMMUNICATIONS� 
AS�THE�PROCESSES�REQUIRED�TO�ENSURE�TIMELY� 
AND�APPROPRIATE�GENERATION��COLLECTION�� 
DISSEMINATION��STORAGE��AND�ULTIMATE�DISPOSITION� 
OF�PROJECT�INFORMATION��4HE�MAJOR�PROCESSES�OF� 
COMMUNICATIONS�MANAGEMENT�ARE�LISTED�IN�THE� 
TEXTBOX��"ECAUSE�STATE�AND�FEDERAL�LAW�IMPOSE�
SPECIl�C�REPORTING�REQUIREMENTS�ON�#ALTRANS��WE� 
FOCUSED�ON�THE�l�RST�THREE�ELEMENTS�LISTED�IN�THE�
TEXTBOX�AND�HOW�WELL�#ALTRANS�KEPT�ITS�STAKEHOLDERS� 
INFORMED�OF�MAJOR�CHANGES�IN�THE�COSTS�FOR�THE� 
PROGRAM��7E�IDENTIl�ED�#ALTRANS��KEY�STAKEHOLDERS�AS� 
THE�,EGISLATURE��&(7!��THE�COMMISSION��AND�"!4!�� 
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#ALTRANS�&AILED�TO�2EPORT�THE�0ROGRAM�S�3TATUS�AND�#OST� 
/VERRUNS�TO�THE�,EGISLATURE��AS�3TATE�,AW�2EQUIRES 

!LTHOUGH�STATE�LAW�REQUIRES�#ALTRANS�TO�PERIODICALLY�REPORT�THE� 
PROGRAM�S�STATUS�AND�NOTIFY�THE�,EGISLATURE�OF�PROGRAM�COST� 
OVERRUNS��#ALTRANS�DID�NOT�REPORT�COST�OVERRUNS�IT�SHOULD�HAVE� 
KNOWN�OF�UNTIL�THEY�WERE�STAGGERING��!FTER�SUBMITTING�NO�STATUS� 
REPORT�FOR������OR�THE�l�RST�HALF�OF�������#ALTRANS�REPORTED�TO� 
THE�,EGISLATURE�IN�!UGUST������THAT�THE�PROGRAM�S�COSTS�WOULD� 
GREATLY�EXCEED�ITS�FUNDS��7ITH�THE�SOLE�BID�FOR�THE�SIGNATURE� 
SPAN�S�SUPERSTRUCTURE�EXPIRING�ON�3EPTEMBER����������� 
#ALTRANS�GAVE�THE�,EGISLATURE�ABOUT�SIX�WEEKS�TO�DEVELOP�A� 
FUNDING�SOLUTION�TO�THE������BILLION�COST�OVERRUN��(AD�#ALTRANS� 
KEPT�IT�BETTER�APPRAISED�OF�THE�PROGRAM�S�ESTIMATED�COSTS�� 
THE�,EGISLATURE�COULD�HAVE�BETTER�CONSIDERED�HOW�TO�ADDRESS� 
AND�FUND�COST�OVERRUNS�AS�THEY�OCCURRED�RATHER�THAN�HAVING� 
TO�SUDDENLY�ADDRESS�A������BILLION�COST�OVERRUN��4HIS�EARLIER� 
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%LEMENTS�OF�0ROJECT�#OMMUNICATIONS� 
-ANAGEMENT�!CCORDING�TO�THE� 

0-"/+�'UIDE 

��	 #OMMUNICATIONS�PLANNING�DETERMINING� 
THE�INFORMATION�AND�COMMUNICATIONS� 
NEEDS�OF�STAKEHOLDERS���WHO�NEEDS�WHAT� 
INFORMATION��WHEN�THEY�WILL�NEED�IT��AND� 
HOW�IT�WILL�BE�GIVEN�TO�THEM�� 

�� )NFORMATION�DISTRIBUTION�MAKING� 
NEEDED�INFORMATION�AVAILABLE�TO�PROJECT�	 
STAKEHOLDERS�IN�A�TIMELY�MANNER�� 

��	 0ERFORMANCE�REPORTING�COLLECTING�AND� 
DISSEMINATING�PERFORMANCE�INFORMATION�� 
4HIS�INCLUDES�STATUS�REPORTING��PROGRESS� 
MEASUREMENT��AND�FORECASTING��	 

��	 !DMINISTRATIVE�CLOSURE�GENERATING�� 
GATHERING��AND�DISSEMINATING�INFORMATION� 
TO�FORMALIZE�A�PHASE�OR�PROJECT�COMPLETION�	 
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#ALTRANS�SUBMITTED�NO� 
STATUS�REPORT�FOR������ 
OR�THE�lRST�HALF�OF������ 
UNTIL�IT�REPORTED�IN� 
!UGUST������THAT�THE� 
PROGRAM�S�COSTS�COULD� 
GREATLY�EXCEED�ITS�FUNDS� 

NOTIlCATION�COULD�HAVE�COME�AS�EARLY�AS�.OVEMBER�������WHEN�� 
AS�DISCUSSED�HERE��#ALTRANS�HAD�STRONG�INDICATIONS�THAT�THE� 
PROGRAM�S�COST�WOULD�EXCEED�THE�!"������COST�ESTIMATES� 

5NDER�THE�3TREETS�AND�(IGHWAY�#ODE��CODE	��#ALTRANS�IS�REQUIRED� 
TO�PROVIDE�PROGRAM�STATUS�REPORTS�TO�THE�,EGISLATURE��4HROUGH� 
������THE�CODE�REQUIRED�ANNUAL�REPORTING��BEGINNING�IN������THE� 
LAW�WAS�CHANGED�TO�REQUIRE�QUARTERLY�REPORTS�OF�THE�PROGRAM�S� 
STATUS��4HESE�QUARTERLY�REPORTS�ARE�SUPPOSED�TO�INCLUDE�THE� 
FOLLOWING�ITEMS��� 

s� 4HE�STATUS��INCLUDING�DETAILS��OF�EACH�TOLL�BRIDGE�PROJECT�� 

s� 4HE�BASELINE�BUDGET�AT�THE�TIME�OF�!"������ 

s� !N�UPDATED�BUDGET�AND�EXPENDITURES�TO�DATE�FOR�SUPPORT�AND� 
CAPITAL�OUTLAY�COSTS�� 

s� !�COMPARISON�BETWEEN�THE�BASELINE�AND�THE�UPDATED�BUDGET�� 

s� !�SUMMARY�OF�MILESTONES�ACHIEVED��ISSUES�IDENTIlED��AND� 
ACTIONS�TAKEN�TO�ADDRESS�THOSE�ISSUES�� 

)N�ADDITION��THE�CODE�REQUIRES�THAT�IF�#ALTRANS�hDETERMINES� 
THAT�THE�ACTUAL�COSTS�EXCEED�THE�;BUDGET�PROVIDED�IN�!"������� 
#ALTRANS=�SHALL�REPORT�TO�THE�,EGISLATURE�WITHIN����DAYS�FROM�THE� 
DATE�OF�THAT�DETERMINATION�AS�TO�THE�DIFFERENCE�AND�THE�REASON� 
FOR�THE�INCREASE�IN�COSTS�v 

(OWEVER��#ALTRANS�SUBMITTED�NO�STATUS�REPORT�FOR������OR�FOR�THE� 
lRST�QUARTER�OF�������!S�MENTIONED�EARLIER��#ALTRANS�DID�SUBMIT� 
A�REPORT�TO�THE�,EGISLATURE�IN�!UGUST������TO�MEET�THE�STATUTORY� 
REQUIREMENT�RELATED�TO�ACTUAL�COSTS�EXCEEDING�THE�PROGRAM�S� 
BUDGET�PROVIDED�IN�!"�������IN�WHICH�IT�REPORTED�THAT�THE� 
PROGRAM�S�hPOTENTIAL�ACTUAL�COSTSv�WOULD�EXCEED�THE�FUNDING� 
PROVIDED�IN�!"������BY�APPROXIMATELY������BILLION��INCLUDING� 
INCREASING�THE�PROGRAM�S�CONTINGENCY�RESERVE�BY������MILLION�� 

!CCORDING�TO�ITS�DIRECTOR��WITH�THE�NEW�QUARTERLY�REPORT� 
REQUIREMENTS�ESTABLISHED�BY�#HAPTER������3TATUTES�OF������ 
!SSEMBLY�"ILL�������!"�����	�#ALTRANS�ELECTED�TO�INCLUDE�THE� 
STATUS�INFORMATION�FOR������IN�THE�lRST�QUARTERLY�REPORT�FOR� 
������#ALTRANS�INTENDED�TO�SUBMIT�THE�lRST�QUARTERLY�REPORT� 
FOR������BY�-AY������CONSISTENT�WITH�PAST�PRACTICE��0REVIOUS� 
ANNUAL�REPORTS�HAD�BEEN�SUBMITTED�IN�!PRIL�������-ARCH� 
������AND�-AY�������4HE�DIRECTOR�FURTHER�STATED�THAT�IT�WAS� 
ASSUMED�INTERNALLY�THAT�THE�ANNUAL�REPORT�REQUIREMENT�WAS� 
REPLACED�BY�THE�NEW�QUARTERLY�REPORT�REQUIREMENTS�IN�!"������ 
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AND�THAT�SUBMITTING�THE�lRST�QUARTERLY�REPORT�WITH�APPROPRIATE� 
STATUS�INFORMATION�WOULD�SUFlCE�TO�MEET�THE�REQUIREMENTS�OF� 
THE�STATUTES��#ALTRANS�MADE�A�CONSCIOUS�DECISION�THAT�GIVEN� 
THE�IMMINENT�BID�OPENING�OF�THE�CONTRACT�FOR�THE�SIGNATURE� 
SPAN�S�SUPERSTRUCTURE�DUE�ON�-AY�����������AND�THE�DYNAMICS� 
OF�THE�BIDDING�ENVIRONMENT�AND�MARKET�PRICES�FOR�STEEL�AND� 
CONCRETE��SUBMITTAL�OF�A�QUARTERLY�REPORT�IN�-AY������WOULD�LACK� 
MEANINGFUL�DETAIL�TO�REPORT�BEFORE�CONlRMATION�OF�THE�DETAIL�OF� 
THE�BID��4HE�DIRECTOR�SAID�THAT��AFTER�THE�BID�OPENING��#ALTRANS�� 
SPECULATION�WAS�REPLACED�WITH�CERTAINTY�THAT�THE�BID�WOULD� 
CAUSE�THE�PROGRAM�TO�EXCEED�THE�!"������PROGRAM�BUDGET�AND� 
THAT�#ALTRANS�WAS�THEN�OBLIGATED�TO�REPORT�WITHIN����DAYS�TO�THE� 
,EGISLATURE�THAT�THE�PROGRAM�S�ACTUAL�COSTS�WOULD�EXCEED�THE� 
!"������BUDGET��4HE�DIRECTOR�ADDED�THAT�AFTER�THE�BID�OPENING� 
AND�DURING�THE�SUBSEQUENT�DETAILED�PROGRAM�COST�REVIEW�DURING� 
*UNE�AND�*ULY������WITH�THE�COMMISSION�AND�"ECHTEL��#ALTRANS� 
WAS�ABLE�TO�ADDRESS�THE�REQUIREMENTS�OF�THE���
DAY�REPORT�MORE� 
MEANINGFULLY��!CCORDING�TO�THE�DIRECTOR��#ALTRANS��!UGUST������ 
REPORT�TO�THE�,EGISLATURE�WAS�INTENDED�TO�COVER�THE�TIME�PERIOD� 
SINCE�THE�PREVIOUS�ANNUAL�REPORT�AND�THE�lRST�TWO�QUARTERLY� 
REPORTS�REQUIRED�BY�!"������� 

.EVERTHELESS��ACCORDING�TO�OUR�LEGAL�COUNSEL��#ALTRANS�WAS�STILL� 
OBLIGATED�TO�SUBMIT�AN�ANNUAL�REPORT�FOR������DESPITE�THE�CODE�S� 
CHANGE�TO�REQUIRE�QUARTERLY�REPORTING�COMMENCING�WITH������� 
-OREOVER��THE�LEGISLATIVE�INTENT�WAS�CLEARLY�TO�REQUIRE�MORE� 
FREQUENT�REPORTING�COMMENCING�WITH������AND�NOT�TO�RELIEVE� 
#ALTRANS�OF�ITS�OBLIGATION�TO�PROVIDE�AN�ANNUAL�REPORT�FOR������� 
&URTHER��OUR�LEGAL�COUNSEL�INDICATES�THAT�#ALTRANS�WAS�REQUIRED� 
TO�BEGIN�REPORTING�QUARTERLY�DURING�������WITH�THE�lRST�REPORT� 
COVERING�*ANUARY�THROUGH�-ARCH�������)N�ADDITION��AS�SHOWN�IN� 
THE�NEXT�SECTION��#ALTRANS�SHOULD�HAVE�KNOWN�OF�LARGE�POTENTIAL� 
COST�OVERRUNS�AS�EARLY�AS�.OVEMBER������THAT�SHOULD�HAVE� 
CAUSED�IT�TO�REPORT�THAT�THE�PROGRAM�WAS�OVER�BUDGET��FOR�THE� 
SAME�REASON�AS�IT�DID�LATER�IN�!UGUST������� 

#ALTRANS�3HOULD�(AVE�+NOWN�3IGNIlCANT�#OST�/VERRUNS�7ERE� 
,IKELY�7HEN�)T�2EPORTED�THE�0ROGRAM�S�3TATUS�TO�THE�&EDERAL� 
'OVERNMENT�IN�.OVEMBER����� 

5NDER�FEDERAL�LAW��ENTITIES�RECEIVING�FEDERAL�FUNDS�FOR�A�PROJECT� 
WITH�AN�ESTIMATED�COST�OF����BILLION�OR�MORE�MUST�SUBMIT� 
A�lNANCIAL�PLAN�BY�.OVEMBER����OF�EACH�YEAR�TO�&(7!�� 
#ALTRANS��lNANCIAL�PLAN�THAT�IT�SUBMITTED�TO�THE�&(7!�IN� 
.OVEMBER������SHOWED�THAT�THE�PROGRAM�S�PROJECTS�WERE� 
EXCEEDING�!"������COST�ESTIMATES�AND�THAT�THERE�WAS�LESS� 
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3IX�MONTHS�AFTER�#ALTRANS�� 
&EBRUARY������LETTER�TO� 
&(7!�ASSERTED�THAT�THE� 
PROGRAM�CONTINGENCY� 
RESERVE�OF������MILLION� 
WAS�SUFlCIENT��IT�REPORTED� 
TO�THE�,EGISLATURE�THAT�THE� 
PROGRAM�WAS�OVER�BUDGET� 
BY������BILLION� 

THAN�A���PERCENT�PROGRAM�CONTINGENCY�RESERVE�REMAINING�TO� 
FUND�ANY�FURTHER�COST�OVERRUNS�FOR�A�PROGRAM�THAT�WAS�EIGHT� 
YEARS�FROM�COMPLETION��3IX�MONTHS�AFTER�#ALTRANS��&EBRUARY������ 
LETTER�TO�&(7!�ASSERTED�THAT�THE�PROGRAM�CONTINGENCY�RESERVE�OF� 
�����MILLION�WAS�SUFlCIENT��IT�REPORTED�TO�THE�,EGISLATURE�THAT�THE� 
PROGRAM�WAS�OVER�BUDGET�BY������BILLION�RELATED�TO�THE�SIGNATURE� 
SPAN�AND�OTHER�PROJECTED�COST�INCREASES��&URTHER��#ALTRANS�CERTIlED� 
TO�THE�&(7!�THAT�h4HE�COST�DATA�IN�THE�&INANCIAL�0LAN�PROVIDE� 
AN�ACCURATE�ACCOUNTING�OF�COSTS�INCURRED�TO�DATE�AND�INCLUDE�A� 
REALISTIC�ESTIMATE�OF�FUTURE�COSTS�BASED�ON�ENGINEERS��ESTIMATES� 
AND�EXPECTED�CONSTRUCTION�COST�ESCALATION�FACTORS�v�)F�#ALTRANS� 
HAD�PERFORMED�THE�WORK�NECESSARY�TO�SUPPORT�STATEMENTS�IN�ITS� 
CERTIlCATION�TO�&(7!�SUCH�AS�COMPUTING�THE�NEEDED�SUPPORT� 
COSTS�OR�DETERMINING�THE�NECESSARY�CONTINGENCY�RESERVE�FOR�THE� 
REMAINDER�OF�THE�PROGRAM��WHICH�IT�LATER�PERFORMED�FOR�THE� 
!UGUST������REPORT	�THIS�REPORT�SHOULD�HAVE�CAUSED�#ALTRANS�TO� 
NOTIFY�THE�,EGISLATURE�OF�THE�POTENTIAL�FOR�PROGRAM�COST�OVERRUNS�� 
FOR�THE�SAME�REASON�AS�IT�DID�LATER�IN�!UGUST������� 

!CCORDING�TO�ITS�DIRECTOR��#ALTRANS�DISAGREES�THAT�INFORMATION� 
IN�THE�&(7!�REPORT�REQUIRED�#ALTRANS�TO�NOTIFY�THE�,EGISLATURE� 
OF�COST�OVERRUNS�FOR�THE�PROGRAM��(E�INDICATES�THAT�#ALTRANS�� 
REPORT�TO�&(7!�SAID�THE�SIGNATURE�SPAN�S�SUPERSTRUCTURE�WAS� 
STILL�IN�ADVERTISEMENT��THE�%AST�3PAN�SCHEDULE�RECENTLY�HAD� 
BEEN�EXTENDED�WITH�THE�READVERTISEMENT�OF�THE�CONTRACT�FOR�THE� 
SIGNATURE�SPAN�S�MARINE�FOUNDATION��WHICH�INCLUDED�PROVISIONS� 
TO�ADD�ONE�YEAR�TO�THE�CONSTRUCTION�DURATION��AND�THE�lNANCIAL� 
IMPLICATIONS�OF�THE�2ICHMOND
3AN�2AFAEL�"RIDGE�CONSTRUCTION� 
CONTRACT�HAD�NOT�BEEN�EVALUATED�FULLY�� 

4HE�DIRECTOR�SAID�THE�IMPACT�UPON�SUPPORT�COSTS�HAD�NOT�BEEN� 
EVALUATED�BECAUSE�THE�SCHEDULE�EXTENSION�OF�THE�%AST�3PAN�WAS�A� 
RECENT�EVENT��!CCORDING�TO�THE�DIRECTOR��BECAUSE�OF�THE�DYNAMIC� 
NATURE�OF�THESE�ONGOING�EVENTS��#ALTRANS�HAD�NOT�CONCLUDED�IN� 
.OVEMBER������THAT�COST�INCREASES�IN�THE�PROGRAM�WOULD�EXCEED� 
THE�!"������BUDGET�AND�CONTINGENCY�LIMITATIONS��AND��AS�SUCH�� 
WAS�NOT�REQUIRED�TO�REPORT�TO�THE�,EGISLATURE�� 

(OWEVER��AS�SHOWN�IN�4ABLE���ON�PAGE�����#ALTRANS�HAD�AMPLE� 
INFORMATION�IN�.OVEMBER������TO�DETERMINE�THAT�PROGRAM� 
COSTS�WOULD�EXCEED�ITS�!"������BUDGET��)N�ITS�.OVEMBER������ 
lNANCIAL�PLAN��#ALTRANS�ESTIMATED�TOTAL�PROJECT�COSTS�AT� 
�������BILLION�������MILLION�GREATER�THAN�THE�!"������BUDGET�OF� 
�������BILLION��#ALTRANS��lNANCIAL�PLAN�CAUSED�&(7!�TO�QUESTION� 
SEVERAL�ISSUES�REGARDING�THE�PROGRAM�S�FUNDING�� 
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!N�&(7!�lNANCIAL� 
MANAGER�INDICATED� 
TO�US�THAT�AS�EARLY�AS� 
.OVEMBER������SHE� 
EMPHASIZED�TO�#ALTRANS� 
EXECUTIVES�THE�IMPORTANCE� 
OF�DISCLOSING�ANY� 
KNOWLEDGE�OF�POTENTIAL� 
COST�OVERRUNS�RELATED� 
TO�THE�%AST�3PAN�TO�THE� 
FEDERAL�GOVERNMENT�AND� 
OTHER�STAKEHOLDERS� 

&URTHER��THE�&(7!�lNANCIAL�MANAGER�ASSIGNED�TO�REVIEW�THE� 
lNANCIAL�PLAN�INDICATED�TO�US�THAT�AS�EARLY�AS�.OVEMBER������SHE� 
EMPHASIZED�TO�#ALTRANS�EXECUTIVES�DURING�PROJECT�MEETINGS�AND� 
COMMUNICATIONS�THE�IMPORTANCE�OF�DISCLOSING�ANY�KNOWLEDGE� 
OF�POTENTIAL�COST�OVERRUNS�RELATED�TO�THE�%AST�3PAN�TO�THE�FEDERAL� 
GOVERNMENT�AND�OTHER�STAKEHOLDERS��)N�*ANUARY�������&(7!� 
SENT�A�LETTER�TO�#ALTRANS�WITH�ITS�CONCERNS��)N�&EBRUARY�������TO� 
ADDRESS�&(7!�S�COMMENTS�AND�QUESTIONS��#ALTRANS�SUPPLIED�A� 
BREAKDOWN�OF�PROGRAM�COSTS��INDICATING�THE�PROGRAM�HAD�TOTAL� 
COST�OVERRUNS�OF������MILLION��#ALTRANS�TOLD�&(7!�IT�WOULD�USE� 
�����MILLION�IN�PROJECTED�SAVINGS�AND������MILLION�FROM�THE� 
PROGRAM�CONTINGENCY�RESERVE�TO�PAY�FOR�THESE�COST�OVERRUNS�� 
(OWEVER��THESE�SAVINGS�HAD�ALMOST�EVAPORATED�BY�THE�TIME� 
#ALTRANS�REASSESSED�THE�PROGRAM�S�VIABILITY�FOR�ITS�!UGUST������ 
REPORT��&OR�EXAMPLE��#ALTRANS�INDICATED�THAT�IT�COULD�REDUCE� 
SUPPORT�COSTS�BY�����MILLION�BY�USING�FEWER�CONSULTANTS� 
TO�SUPPLEMENT�#ALTRANS�EMPLOYEES�ASSIGNED�TO�OVERSEE�THE� 
PROGRAM��(OWEVER��IN�!UGUST������SIX�MONTHS�AFTER�IT�REPORTED� 
THIS�����MILLION�IN�SUPPORT�COST�SAVINGS�TO�&(7!�#ALTRANS� 
INDICATED�THAT�IT�NEEDED�ADDITIONAL�FUNDING�OF������MILLION� 
TO�FUND�FUTURE�SUPPORT�COSTS��&URTHER��#ALTRANS�INDICATED�IT� 
COULD�ACHIEVE�SAVINGS�ON�THE�CURRENT�%AST�3PAN�BY�REDUCING� 
ESTIMATED�COSTS�BY�����MILLION�FOR�THE�DEMOLITION�OF�THE�%AST� 
3PAN�AND�����MILLION�FOR�THE�/AKLAND�TOUCHDOWN��(OWEVER��IN� 
!UGUST�������#ALTRANS�INCREASED�ESTIMATED�COSTS�FOR�THESE�PROJECTS� 
OVER�THE�lGURES�IT�REPORTED�TO�&(7!�IN�&EBRUARY�������MILLION� 
FOR�THE�%AST�3PAN�DEMOLITION�AND������MILLION�FOR�THE�/AKLAND� 
TOUCHDOWN��#ALTRANS�DID�NOT�REPORT�ANY�OF�THESE�lGURES�TO�THE� 
,EGISLATURE�UNTIL�THE�!UGUST������REPORT�AS�PART�OF�AN�EVEN�LARGER� 
COST�OVERRUN��4HIS�OVERSIGHT�IS�ESPECIALLY�TROUBLING�BECAUSE� 
#ALTRANS�HAD�COMMITTED����PERCENT�OF�ITS�PROGRAM�CONTINGENCY� 
RESERVE�TO�PROJECTS�UNDER�CONSTRUCTION�AND�NOT�YET�RECEIVED�A�BID� 
FOR�THE�SIGNATURE�SPAN�S�SUPERSTRUCTURE��WHICH�PROVED�TO�BE�THE� 
MOST�EXPENSIVE�PIECE�OF�THE�ENTIRE�PROGRAM��&URTHER��#ALTRANS� 
COULD�NOT�PROVIDE�US�WITH�DOCUMENTATION�OF�THE�METHODOLOGY� 
AND�CALCULATIONS�BEHIND�THE�COST�SAVINGS�IT�REPORTED�TO�&(7!� 

)N�ITS�*ANUARY������LETTER��&(7!�ALSO�EXPRESSED�CONCERN�THAT� 
THE�PROGRAM�HAD�VIRTUALLY�NO�CONTINGENCY�RESERVE��4HE�CHIEF� 
DEPUTY�DISTRICT�DIRECTOR�FOR�THE�TOLL�BRIDGE�PROGRAM�INDICATED� 
THAT�#ALTRANS�AND�&(7!�MET�SEVERAL�TIMES�TO�DISCUSS�&(7!�S� 
CONCERNS��)N�ITS�&EBRUARY������RESPONSE��#ALTRANS�ANSWERED� 
EACH�OF�&(7!�S�QUESTIONS�AND�PROVIDED�ADDITIONAL�COST� 
DETAIL��#ALTRANS��RESPONSE�CLARIlED�THAT�THE�PROGRAM�OVERALL� 
HAD�A�PROGRAM�CONTINGENCY�RESERVE�OF������MILLION�AND�THAT� 
�����MILLION�OF�THAT�AMOUNT�WOULD�BE�USED�TO�OFFSET�PROGRAM� 
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)N�ITS�.OVEMBER������ 
REPORT�TO�THE�FEDERAL� 
GOVERNMENT��#ALTRANS� 
CLAIMED�IT�WOULD� 
ACHIEVE������MILLION� 
IN�COST�SAVINGS�IN�THREE� 
PROGRAM�AREAS��YET�BY� 
!UGUST�������#ALTRANS� 
REPORTED�THAT�IT�WOULD� 
NEED�ADDITIONAL�FUNDS� 
TOTALING������MILLION� 
MORE�THAN�THE�!"������ 
ESTIMATE�FOR�THE�SAME� 
THREE�PROGRAM�AREAS�� 

COST�OVERRUNS��LEAVING�A�REMAINING�BALANCE�OF������MILLION� 
TO�FUND�ANY�FUTURE�COST�OVERRUNS��&(7!�ALSO�ASKED�WHAT� 
ALTERNATIVES�WOULD�BE�AVAILABLE�TO�ADDRESS�A�FUNDING�SHORTFALL�� 
#ALTRANS�RESPONDED�THAT�ITS�EXISTING�AUTHORITY�UNDER�!"������ 
ALLOWED�IT�TO�ISSUE�'!26%%�BONDS�OR�NOTES��WHICH�ARE�TAX
 
EXEMPT�lNANCIAL�INSTRUMENTS�REPAID�BY�FUTURE�ANNUAL� 
FEDERAL�APPROPRIATIONS�FOR�FEDERAL�AID�TRANSPORTATION�PROJECTS�� 
!LTHOUGH�THESE�NOTES�QUICKEN�THE�RECEIPT�OF�CASH��THEY�ARE�NOT� 
A�SUPPLEMENTAL�FUNDING�SOURCE��#ALTRANS�ALSO�INDICATED�SEVERAL� 
FUNDING�ALTERNATIVES�EXISTED�REQUIRING�LEGISLATIVE�APPROVAL�� 
INCLUDING�RAISING�THE�TOLL�ON�THE�BRIDGES�BY����TO�GENERATE�AN� 
ADDITIONAL������MILLION�ANNUALLY�THAT�COULD�LEVERAGE�MORE�THAN� 
���BILLION�IN�ADDITIONAL�DEBT��REMOVING�THE�CAP�ON�EXISTING� 
BONDS�TO�PROVIDE�ADDITIONAL�BONDING�CAPACITY��OR�EXTENDING�THE� 
TERMS�ON�THE�EXISTING�BONDS�BEYOND�������&(7!�SUBSEQUENTLY� 
ACCEPTED�#ALTRANS��RESPONSE�LATER�IN�&EBRUARY������� 

#ALTRANS��RESPONSE�FAILED�TO�INFORM�&(7!�OF�THE�LIKELY�EXTENT� 
OF�ESTIMATED�PROGRAM�COSTS�BECAUSE�THE�AMOUNT�#ALTRANS� 
ALREADY�HAD�SPENT�AT�THE�TIME�OF�ITS�REPORT�WAS�CLOSE�TO�OR� 
HIGHER�THAN�SOME�ESTIMATES��YET�THE�PROGRAM�WAS�YEARS�FROM� 
COMPLETION��4ITLE�����5�3��#ODE��3ECTION������REQUIRES�THAT�THE� 
ANNUAL�lNANCIAL�PLAN�FOR�PROJECTS�WITH�ESTIMATED�COSTS�OF�AT� 
LEAST����BILLION�BE�BASED�ON�DETAILED�ANNUAL�ESTIMATES�OF�THE� 
COST�TO�COMPLETE�THE�REMAINING�ELEMENTS�OF�THE�PROJECT�AND� 
ON�REASONABLE�ASSUMPTIONS�OF�FUTURE�INCREASES�IN�THE�COST�TO� 
COMPLETE�THE�PROJECT��(OWEVER��BASED�ON�INTERNAL�#ALTRANS� 
REPORTS�AND�THE�AMOUNTS�THAT�IT�EVENTUALLY�REPORTED�TO�THE� 
,EGISLATURE�IN�!UGUST�������#ALTRANS�SHOULD�HAVE�KNOWN�THAT� 
THE�PROGRAM�WAS�EXPERIENCING�COST�OVERRUNS��4ABLE���ON�THE� 
FOLLOWING�PAGE�SHOWS�THE�PROGRESSION�OF�COST�ESTIMATES�FOR�THE� 
PROGRAM�FROM�THE�ORIGINAL�ESTIMATES�IN�!"������TO�THE�ESTIMATES� 
IN�#ALTRANS��!UGUST������REPORT�� 

)N�ITS�REPORT�TO�&(7!��#ALTRANS�CLAIMED�THAT�IT�WOULD�SAVE� 
�����MILLION�IN�THREE�PROGRAM�AREAS�����MILLION�IN�SUPPORT� 
COSTS������MILLION�IN�/AKLAND�TOUCHDOWN�COSTS��AND�����MILLION� 
IN�%AST�3PAN�DEMOLITION�COSTS��"ECAUSE�OF�THESE�PURPORTED� 
SAVINGS��#ALTRANS�WAS�ABLE�TO�CLAIM�THAT�IT�HAD�A�REMAINING� 
CONTINGENCY�RESERVE�OF������MILLION��(OWEVER��BY�!UGUST������� 
IT�HAD�REPORTED�FOR�THESE�SAME�THREE�AREAS��UNRELATED�TO�THE� 
CAPITAL�COSTS�OF�THE�SIGNATURE�SPAN�BID	�NOT�ONLY�THAT�IT�WOULD� 
NOT�SAVE������MILLION�FROM�!"������ESTIMATES�BUT�THAT�IT�WOULD� 
NEED������MILLION�MORE�THAN�!"������ESTIMATES��4HUS��IN� 
SIX�MONTHS�IT�DETERMINED�THAT�THE�INFORMATION�IT�REPORTED�TO� 
&(7!�WAS�INCORRECT�BY������MILLION�FOR�THESE�THREE�AREAS�OF� 
PURPORTED�SAVINGS� 
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0ROGRESSION�OF�#OST�%STIMATES�FOR�+EY�)TEMS�IN�THE�4OLL�"RIDGE�3EISMIC�2ETROlT�0ROGRAM 

&(7!�2EPORT� 
�.OVEMBER������� #ALTRANS�)NTERNAL� #ALTRANS�� 

!"������%STIMATE� 5PDATED�IN� 2ECORDS�AT�OR�.EAR� !UGUST������2EPORT� 
#OST�)TEM �!PRIL�����	 &EBRUARY�����	
 .OVEMBER����� TO�THE�,EGISLATURE 

������SPENT�THROUGH� 
#ALTRANS�SUPPORT�COSTS ���� �� ��� /CTOBER�����	 ������ 

3IGNATURE�SPAN�PROJECTS 

3UPERSTRUCTURE ��� o �����pe ����� 

&OUNDATIONS� ��� o LL ��� 

9ERBA�"UENA�)SLAND� ��� o LL ��� 

4OTAL�SIGNATURE�SPAN�AND 
��9ERBA�"UENA�)SLAND�PROJECTS� ��� ����� ����� 

0ROGRAM�CONTINGENCY�RESERVE ��� ��� � ��� 

2ICHMOND
3AN�2AFAEL ��� ��� ����TO���� ��� 

3KYWAY ��� ����� ������TO������ ����� 

/AKLAND�TOUCHDOWN ���

 ��� LL ��� 

$EMOLITION ���

 �� LL ��� 

3OURCES��!S�NOTED�IN�THE�TABLE�AND�IN�THE�FOOTNOTES� 

�#ALTRANS�COULD�NOT�PROVIDE�US�THE�SUPPORTING�DETAIL�FOR�THE�ESTIMATE�AT�COMPLETION�OR�COST�SAVINGS�AMOUNTS�IN�ITS�REPORT�AND� 
RESPONSES�TO�&(7!� 

o�#ALTRANS�PROVIDED�ONLY�THE�TOTAL�CAPITAL�COSTS�FOR�THE�SIGNATURE�SPAN�CONTRACTS�IN�ITS�&EBRUARY������RESPONSE�TO�&(7!��4HE� 
DIRECTOR�INDICATES�THAT�THIS�WAS�DONE�TO�MAINTAIN�THE�COMPARISON�OF�THE�ORIGINAL�&(7!�SUBMITTAL�DOCUMENTS�TO�SUBSEQUENT� 
ANNUAL�lNANCIAL�PLAN�UPDATES�TO�&(7!�� 

p�#ALTRANS�INDICATES�THAT�IT�ESTIMATED�THE�CONTRACT�AT������MILLION�IN�/CTOBER�������WHICH�WAS�ITS�UPDATE�TO�THE�ENGINEER�OF� 
RECORD�S�ESTIMATE��4HE������MILLION�INCLUDES�SUPPLEMENTAL�WORK��STATE�FURNISHED�ITEMS��AND�CONTINGENCIES�TOTALING�����MILLION�� 

e�4HIS�ESTIMATE�IS�FROM�#ALTRANS��BRIDGE�COST�ESTIMATING�SPECIALIST�AND�ACCORDING�TO�THE�DIRECTOR�IS�SPECULATIVE� 
LL� 7E�REQUESTED�THIS�INFORMATION��BUT�#ALTRANS�DID�NOT�PROVIDE�IT� 
��!CCORDING�TO�THE�DIRECTOR��#ALTRANS�MAINTAINS�A�RUNNING�CONTINGENCY�BALANCE�PER�AWARDED�CONTRACT��#ALTRANS�DID�NOT��HOWEVER�� 
KEEP�A�RUNNING�BALANCE�OF�COMMITMENTS�AGAINST�THE�PROGRAM�CONTINGENCY�RESERVE� 



�)N�ITS�RESPONSE�TO�&(7!��#ALTRANS�SHOWED�AMOUNTS�THAT�WERE����MILLION�TO����MILLION�DIFFERENT� 

!S�SHOWN�IN�4ABLE����SIGNIlCANT�DIFFERENCES�EXIST�BETWEEN�THE� 
AMOUNTS�#ALTRANS�REPORTED�TO�&(7!�AND�THE�AMOUNTS�CONTAINED� 
IN�#ALTRANS��INTERNAL�REPORTS�AT�OR�NEAR�.OVEMBER�������WHEN� 
#ALTRANS�PREPARED�THE�&(7!�REPORT��7E�DISCUSS�THE�REASONS�FOR� 
THESE�DIFFERENCES�IN�THE�FOLLOWING�SECTIONS��)T�IS�IMPORTANT�TO� 
NOTE�THAT�WITH�#ALTRANS�REPORTING�A�REMAINING�BALANCE�IN�ITS� 
CONTINGENCY�RESERVE�OF�ONLY������MILLION�AND�WITHOUT�HAVING� 
RECEIVED�A�BID�FOR�THE�SUPERSTRUCTURE��NEARLY�ANY�ONE�OF�THE� 
FOLLOWING�DIFFERENCES�WAS�SIGNIlCANT�ENOUGH�TO�CAUSE�#ALTRANS� 
TO�REPORT�TO�THE�,EGISLATURE�THAT�FUNDING�FOR�THE�PROGRAM�WAS� 
INSUFlCIENT�TO�MEET�FUTURE�NEEDS�� 

����� #ALIFORNIA�3TATE�!UDITOR�2EPORT�����
���
 



����� #ALIFORNIA�3TATE�!UDITOR�2EPORT�����
���

"Y�/CTOBER������� 
#ALTRANS�HAD�ALREADY� 
SPENT������MILLION�FOR� 
SUPPORT�COSTS��THUS�THE� 
�����MILLION�LEFT�IN�ITS� 
ESTIMATE�WOULD�HAVE� 
LASTED�LITTLE�MORE�THAN� 
ONE
AND
A
HALF�YEARS�AT� 
ITS������USAGE�RATE�OF� 
���MILLION�PER�MONTH��� 
4HEREFORE��NO�RESOURCES� 
WOULD�THEN�BE�AVAILABLE� 
FOR�THE�REMAINING�SIX
 
AND
A
HALF�YEAR�PERIOD� 
OF�*UNE������THROUGH� 
$ECEMBER������ 

#ALTRANS��%STIMATE�FOR�3UPPORT�#OSTS�FOR�THE�2EMAINING�%IGHT� 
9EARS�OF�THE�0ROGRAM�7AS�5NDERSTATED�3IGNIlCANTLY� 

)N�ITS�.OVEMBER������REPORT�TO�&(7!��#ALTRANS�SIGNIlCANTLY� 
UNDERSTATED�AN�ESTIMATE�OF�THE�SUPPORT�COSTS�IT�WOULD�INCUR� 
OVER�THE�PROGRAM�S�REMAINING�EIGHT�YEARS��!S�SHOWN�IN�4ABLE���� 
#ALTRANS�INDICATED�TO�&(7!�THAT�ITS�PROGRAM�SUPPORT�COSTS� 
WOULD�TOTAL������MILLION��A�����MILLION�REDUCTION�FROM�THE� 
!"������AMOUNT��)N�RESPONSE�TO�&(7!�S�QUESTIONS��#ALTRANS� 
SAID�IT�COULD�PRODUCE�SAVINGS�OF�����MILLION�IN�SUPPORT�COSTS� 
TO�OFFSET�INCREASES�IN�OTHER�PROGRAM�COSTS��(OWEVER��AS�OF� 
/CTOBER�������#ALTRANS��ACCOUNTING�RECORDS�SHOWED�THAT�IT�HAD� 
SPENT������MILLION�IN�SUPPORT�COSTS�SINCE�THE�PROGRAM�BEGAN�� 
LEAVING�ONLY������MILLION�TO�PAY�SUPPORT�COSTS�THROUGH������� 
!T�THIS�POINT��#ALTRANS�SHOULD�HAVE�KNOWN�THAT�ITS�SUPPORT�COSTS� 
OVER�THE�REMAINING�EIGHT�YEARS�OF�THE�PROGRAM�WOULD�BE�MUCH� 
HIGHER�THAN������MILLION�AND�THAT�IT�SHOULD�REVISE�ITS�ESTIMATE� 
UPWARD��NOT�DOWNWARD��"Y�.OVEMBER�������#ALTRANS�REPORTED� 
TO�&(7!�THAT�IT�HAD�EXTENDED�THE�COMPLETION�DATE�OF�THE�PROJECT� 
BY�FOUR�YEARS�BEYOND�THE�YEAR������FOR�WHICH�!"������PROVIDED� 
FUNDING�FOR�SUPPORT�COSTS��"Y�/CTOBER�������#ALTRANS�ALREADY� 
HAD�SPENT������MILLION��THUS�THE������MILLION�LEFT�IN�ITS�ESTIMATE� 
WOULD�HAVE�LASTED�LITTLE�MORE�THAN�ONE
AND
A
HALF�YEARS�AT�ITS� 
USAGE�RATE�OF����MILLION�PER�MONTH�FOR�THE���
MONTH�PERIOD� 
ENDING�IN�/CTOBER�������.O�RESOURCES�WOULD�THEN�BE�AVAILABLE� 
FOR�THE�REMAINING�SIX
AND
A
HALF�YEAR�PERIOD�OF�*UNE������THROUGH� 
$ECEMBER�������&OR�PURPOSES�OF�ILLUSTRATION��HAD�#ALTRANS�ASSUMED� 
A�USAGE�RATE�FOR�THIS�UNFUNDED�PERIOD�AT�THIS�USAGE�RATE�OF����MILLION� 
PER�MONTH��IT�WOULD�HAVE�COMPUTED�IT�NEEDED�AN�ADDITIONAL� 
�����MILLION�FOR�A�PROGRAM�TOTAL�OF�ROUGHLY������BILLION�� 

7HEN�IT�lNALLY�PERFORMED�AN�ANALYSIS�OF�FUTURE�SUPPORT� 
COSTS�FOR�ITS�!UGUST������REPORT��RATHER�THAN�REDUCE�THE� 
!"������ESTIMATE�BY�����MILLION��IT�INCREASED�THE�ESTIMATE�BY� 
�����MILLION��INDICATING�THAT�IT�WOULD�NEED������MILLION�MORE� 
THAN�IT�REPORTED�TO�&(7!��4HE�REVISED�SUPPORT�COST�ESTIMATE� 
OF��������BILLION�INDICATES�AN�AVERAGE�MONTHLY�SUPPORT�COST� 
ESTIMATE�OF������MILLION�PER�MONTH�FOR�THE���
MONTH�PERIOD� 
.OVEMBER������THROUGH�$ECEMBER������ 

#ALTRANS��)NTERNAL�%STIMATES�FOR�THE�3IGNATURE�3PAN�S� 
3UPERSTRUCTURE�3HOWED�THE�0OTENTIAL�FOR�)NCREASED�#OSTS�7ELL� 
"EFORE�THE�-AY������"ID�7AS�2ECEIVED� 

#ALTRANS��INTERNAL�ESTIMATES�FOR�THE�COST�OF�THE�SIGNATURE� 
SPAN�S�SUPERSTRUCTURE�ALSO�WERE�INCREASING�AND�SHOULD�HAVE� 
LED�#ALTRANS�TO�ALERT�THE�,EGISLATURE�THAT�PROGRAM�COSTS�WOULD� 
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!LTHOUGH�DISCOUNTED� 
BY�#ALTRANS��ESTIMATES� 
OF�ITS�BRIDGE�COST� 
ESTIMATING�SPECIALIST�AND� 
A�CONSULTANT�PROVED�MORE� 
ACCURATE�THAN�ITS�OFlCIAL� 
ESTIMATE�OF�THE�BID�FOR� 
THE�SUPERSTRUCTURE�OF�THE� 
SIGNATURE�SPAN� 

BE�HIGHER�THAN�THE�!"������ESTIMATES��7HEN�IT�ADVERTISED�THE� 
SUPERSTRUCTURE�FOR�BID�IN�&EBRUARY�������#ALTRANS�INDICATED� 
TO�BIDDERS�THAT�THE�CONTRACT�S�hCALL
OUT�NUMBERv��USED�TO�GIVE� 
BIDDERS�A�GENERAL�IDEA�OF�THE�CONTRACT�S�SCOPE	�WAS������MILLION�� 
4HIS�AMOUNT�WAS�ABOUT������MILLION�MORE�THAN�THE�AMOUNT� 
THAT�#ALTRANS�BUDGETED�FOR�THE�SUPERSTRUCTURE�AT�THE�TIME� 
OF�!"�������(OWEVER��INTERNAL�ANALYSES�SHOW�THAT�#ALTRANS� 
HAD�INDICATIONS�THAT�THIS�lGURE�WAS�UNDERSTATED�SIGNIlCANTLY�� 
!S�SHOWN�IN�4ABLE����THESE�INTERNAL�ANALYSES�SHOW�THAT��BASED� 
ON�A�CONSULTANT�S�MOCK�BID��THERE�WERE�INDICATIONS�AS�EARLY�AS� 
!UGUST������THAT�THE�SUPERSTRUCTURE�BID�COULD�BE�AS�HIGH�AS� 
�����MILLION��!LSO��IN�$ECEMBER�������THE�ASSIGNED�#ALTRANS� 
BRIDGE�COST�ESTIMATING�SPECIALIST�COMPUTED�AN�ESTIMATED�COST� 
OF��������BILLION��&URTHER��SHORTLY�BEFORE�THE�-AY������BID� 
OPENING��AN�INTERNAL�ESTIMATE�OF�THE�BID�AMOUNT�WAS�NEARLY� 
������BILLION��WHICH�WAS�SLIGHTLY�LESS�THAN�THE�ACTUAL�BID�AMOUNT�� 

4HE�DIRECTOR�PROVIDED�THE�FOLLOWING�CLARIFYING�REMARKS�ABOUT�THE� 
ESTIMATES�IN�4ABLE����(E�STATED�THAT�THE�MOCK�BID�ESTIMATE�WAS� 
PREPARED�BY�A�DIFFERENT�CONSULTANT�IN�AN�ABBREVIATED�TIMELINE� 
AND�LACKED�A�DETAILED�ANALYSIS��4HEREFORE��#ALTRANS�DETERMINED� 
THAT�THIS�ESTIMATE�DID�NOT�JUSTIFY�A�REVISION��3UBSEQUENTLY�� 
#ALTRANS�DID�REVISE�THE�ENGINEER�OF�RECORD�S�ESTIMATE�IN�-AY�� 
*UNE��AND�/CTOBER������TO�REmECT�THE�CHANGES�MADE�BY�ADDENDA� 
TO�PLANS�AND�SPECIlCATIONS��(OWEVER��HE�STATED�THAT�THE� 
$ECEMBER������COST�SCENARIO�WAS�A�LIMITED�ANALYSIS�TO�ASCERTAIN� 
IF�THE�ADDENDA�AT�THAT�TIME�HAD�AMELIORATED�THE�COST�ISSUES� 
CREATED�BY�THE�CHANGING�CONSTRUCTION�MARKET��4HIS�COST�SCENARIO� 
WAS�DEVELOPED�IN�PART�BASED�ON�THE�RECENT�SINGLE�BID�RECEIVED�FOR�THE� 
MARINE�FOUNDATION�OF�THE�SIGNATURE�SPAN��&URTHER�CONTRACT�CHANGES� 
WERE�MADE�BEFORE�BID�OPENING��!CCORDINGLY��#ALTRANS�DETERMINED� 
THAT�THIS�COST�SCENARIO�DID�NOT�JUSTIFY�A�REVISION�TO�ITS�/CTOBER������ 
MATHEMATICAL�UPDATE�TO�INDIVIDUAL�CONTRACT�LINE�ITEMS�� 

4HE�DIRECTOR�FURTHER�SAID�THAT�DURING�THE�LAST�FEW�MONTHS�OF�THE� 
ADVERTISEMENT�PERIOD�FOR�THE�SUPERSTRUCTURE�CONTRACT��-ARCH� 
AND�!PRIL�����	��CONTRACTORS�AND�SUBCONTRACTORS�WERE�INDICATING� 
THAT�INCREASING�MARKET�PRICES�WOULD�AFFECT�THEIR�BID�AMOUNT�� 
4HIS�INFORMATION�WAS�LIMITED�IN�NATURE�AND�CONSISTED�OF�CALLS�TO� 
CONTACTS�IN�THE�FABRICATION�AND�STEEL�INDUSTRIES��SO�ITS�ACCURACY� 
WAS�VIEWED�AS�UNRELIABLE��4HE�DIRECTOR�SAID�#ALTRANS�WAS�UNABLE� 
TO�CONlRM�THIS�INFORMATION�UNTIL�AN�ACTUAL�BID�WAS�RECEIVED�� 
$UE�TO�THE�ANTICIPATED�COMPETITION�BETWEEN�BIDDERS��#ALTRANS� 
WAS�UNCERTAIN�WHAT�THE�BIDDING�ENVIRONMENT�MIGHT�YIELD�AT� 
BID�OPENING��!S�A�RESULT��THE�DIRECTOR�INDICATES�THAT�#ALTRANS� 
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4IMELINE�OF�%STIMATES�FOR�THE�3IGNATURE�3PAN�S�3UPERSTRUCTURE
 

"ASIS�FOR�%STIMATE $ATE !MOUNT 

!"������ESTIMATE !PRIL����� �����MILLION 

#ONSULTANT�S�MOCK�BID
 !UGUST����� �����MILLION 

%NGINEER�OF�RECORD�S�ESTIMATEo $ECEMBER����� �����MILLION 

#ALTRANS��CALL
OUT�NUMBERp &EBRUARY����� �����MILLION 

#ALTRANS��MATHEMATICAL�UPDATE�TO�THE 
��ENGINEER�OF�RECORD�S�ESTIMATEe *UNE����� �����MILLION 

#ALTRANS��MATHEMATICAL�UPDATE�TO�THE 
��ENGINEER�OF�RECORD�S�ESTIMATEe /CTOBER����� �����MILLION 

#ALTRANS�BRIDGE�COST�ESTIMATING�SPECIALISTLL $ECEMBER����� �������BILLION 

#ALTRANS�BRIDGE�COST�ESTIMATING�SPECIALISTLL !PRIL����� �������BILLION 

�������BILLION��FOREIGN�STEEL	 
"ID�RECEIVED�BY�SOLE�BIDDER� -AY����� �������BILLION��DOMESTIC�STEEL	 

.OTE��%STIMATES�EXCLUDE�SUPPLEMENTAL�WORK��STATE�FURNISHED�ITEMS��AND�PROJECT�CONTINGENCY� 

�%STIMATE�WAS�PRODUCED�BY�#ALTRANS��VALUE�ANALYSIS�CONSULTANT� 
o�%STIMATE�REPRESENTS�THE�#ALTRANS�CONSULTANT�ENGINEER�OF�RECORD�S�ESTIMATE� 
p�%STIMATE�WAS�BASED�ON�lNAL�BID�ITEMS�FOR�THE�ADVERTISED�CONTRACT� 
e�%STIMATE�WAS�BASED�ON�#ALTRANS��MATHEMATICAL�UPDATE�TO�INDIVIDUAL�CONTRACT�LINE�ITEMS�BASED�ON�ADDENDA�TO�PLANS�AND� 
SPECIlCATIONS��4HESE�ADDENDA�ADD�PAYMENT�PROVISIONS��CORRECT�ERRORS��AND�ADD�OR�ELIMINATE�BID�ITEMS� 

LL�4HE�#ALTRANS�DIRECTOR�SAYS�THE�ESTIMATES�OF�#ALTRANS��BRIDGE�COST�ESTIMATING�SPECIALIST�WERE�SPECULATIVE�AND�DO�NOT�REmECT�THE� 
ENGINEER�OF�RECORD�S�ESTIMATE�AT�THE�TIME� 

��4HE�SINGLE�BID�INCLUDED�DOMESTIC�STEEL�AND�FOREIGN�STEEL�BIDS� 

DID�NOT�UPDATE�ITS�/CTOBER������ESTIMATE�DUE�TO�THE�CONTINUED� 
IMPROVEMENTS�TO�THE�CONTRACT�THAT�IT�MADE�THROUGH�THE� 
ADDENDUM�PROCESS�DURING�THE�ADVERTISEMENT�PERIOD��#ALTRANS� 
BASED�THESE�CHANGES�ON�PROSPECTIVE�BIDDERS��FEEDBACK�ON�ISSUES� 
SUCH�AS�CONTRACT�TIME��CASH�mOW��BONDING��AND�CONSTRUCTIBILITY�� 
4HE�ACTUAL�IMPACT�THAT�THE�SPIKE�IN�STEEL�PRICES�WOULD�HAVE�ON� 
THE�CONTRACT�REMAINED�UNCERTAIN��AS�THE�CONTRACTOR�WOULD�NOT� 
ACTUALLY�PURCHASE�THE�PLATE�STEEL�UNTIL�AT�LEAST�ONE�YEAR�FROM� 
THE�CONTRACT�AWARD�DATE��&INALLY��THE�DIRECTOR�STATED�THAT�THE�lNAL� 
CONTRACT�CONTAINED�SIGNIlCANT�IMPROVEMENTS�FROM�THE�ORIGINAL� 
CONTRACT�FROM�WHICH�THE�ENGINEER�OF�RECORD�PRODUCED�AN�ESTIMATE�� 

(OWEVER��BY�CONTINUING�TO�USE�COST�ESTIMATES�THAT�WERE� 
BEING�CALLED�INTO�QUESTION�BY�OTHER�FACTORS��#ALTRANS�GAVE�THE� 
IMPRESSION�THAT�THE�SOLE�BID�FOR�THE�SUPERSTRUCTURE�WAS�FAR�ABOVE� 
ITS�EXPECTATIONS��4HE�VALUE�ANALYSIS�BY�ANOTHER�CONSULTANT�AND� 
THE�EVEN�HIGHER�ESTIMATES�OF�ITS�BRIDGE�COST�ESTIMATING�SPECIALIST� 
WERE�DISCOUNTED�BY�#ALTRANS�IN�FAVOR�OF�ITS�OFlCIAL�ESTIMATE�� 
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)N�RESPONSE�TO�&(7!�S� 
QUESTIONS��#ALTRANS� 
ASSERTED�THAT�THE�COST� 
FOR�THE�2ICHMOND
 
3AN�2AFAEL�"RIDGE�WOULD� 
BE������MILLION��BUT� 
INTERNAL�REPORTS�SHOWED� 
A�TOTAL�POTENTIAL�COST� 
OF������MILLION�TO� 
�����MILLION� 

9ET�THEIR�INCREASINGLY�HIGHER�ESTIMATES�OF�THE�SUPERSTRUCTURE�S� 
COST�IN�THE�RANGE�OF����BILLION�OR�MORE�PROVED�TO�BE�MORE� 
ACCURATE��#ALTRANS�ALSO�STATES�THAT�THE�HIGHER�ESTIMATES�COULD�NOT� 
BE�USED�BECAUSE�OF�LIMITED�OR�INCOMPLETE�ANALYSIS��OR�BECAUSE� 
THEY�WERE�OVERTAKEN�BY�EVENTS�IN�THE�MARKETPLACE��(OWEVER�� 
GIVEN�AN�ENVIRONMENT�OF�CHANGING�MATERIALS�PRICES��CONTRACTOR� 
FEEDBACK��AND�OTHER�STRONG�INDICATIONS�OF�A�HIGH�BID��#ALTRANS� 
SHOULD�HAVE�DEVOTED�THE�TIME�AND�STAFF�TO�PRODUCE�A�DETAILED� 
UP
TO
DATE�COST�ESTIMATE�RATHER�THAN�RELY�ON�ITS�OLDER�ESTIMATE� 

4HE�0ROGRAM�#ONTINGENCY�2ESERVE�7AS�!LMOST�#OMPLETELY� 
#OMMITTED�IN�.OVEMBER����� 

4HE�PROGRAM�CONTINGENCY�RESERVE�THAT�#ALTRANS�REPORTED�TO� 
&(7!�WAS������MILLION�OF�THE�ORIGINAL������MILLION�BUDGETED� 
IN�!"�������4HIS�BALANCE�SEEMS�GROSSLY�INSUFlCIENT�FOR�SEVERAL� 
REASONS��A�PRIMARY�ONE�BEING�THAT�THE�BID�FOR�THE�SIGNATURE� 
SPAN�S�SUPERSTRUCTURE�WAS�NOT�YET�RECEIVED�AND�#ALTRANS�� 
INTERNAL�ESTIMATES�INDICATED�THAT�THE�SUPERSTRUCTURE�WOULD� 
COST�SIGNIlCANTLY�MORE�THAN�EXPECTED��&URTHER��THE�SKYWAY� 
SECTION�OF�THE�%AST�3PAN�WAS�ONLY����PERCENT�CONSTRUCTED��AND� 
LIKELY�TO�SEE�SIGNIlCANT�COST�ESCALATION�DURING�CONSTRUCTION��AS� 
#ALTRANS�HAD�FOUND�ON�OTHER�BRIDGE�PROJECTS��,ESS�THAN�A�YEAR� 
LATER��IN�ITS�!UGUST������REPORT��#ALTRANS�CONCLUDED�THAT�THE� 
PROGRAM�NEEDED�A�MUCH�LARGER�CONTINGENCY�RESERVE��SUGGESTING� 
THAT�IT�BE�REPLENISHED�TO������MILLION�AND�INCREASED�BY�AN� 
ADDITIONAL������MILLION��TO�RAISE�THE�TOTAL�CONTINGENCY�RESERVE�TO� 
�����MILLION��'IVEN�THE������MILLION�lGURE�IN�THE�&(7!�REPORT�� 
#ALTRANS�SHOULD�HAVE�REPORTED�TO�THE�,EGISLATURE�IN������THAT�THE� 
PROGRAM�HAD�A�SERIOUS�SHORTAGE�OF�CONTINGENCY�RESERVES� 

4HE�%STIMATED�#OST�FOR�THE�2ICHMOND
3AN�2AFAEL�"RIDGE�7AS� 
(IGHER�4HAN�#ALTRANS�2EPORTED�TO�&(7! 

#ALTRANS�UNDERREPORTED�TO�&(7!�THE�ESTIMATED�COSTS�FOR�THE� 
RETROlT�WORK�TO�THE�2ICHMOND
3AN�2AFAEL�"RIDGE��)N�RESPONSE� 
TO�&(7!�S�QUESTIONS��#ALTRANS�ASSERTED�THAT�THE�ESTIMATED� 
CAPITAL�OUTLAY�COST�FOR�THE�2ICHMOND
3AN�2AFAEL�"RIDGE�AS� 
OF�.OVEMBER������WOULD�BE������MILLION��INCLUDING�ANY� 
REMAINING�CONTINGENCY�RESERVE�BALANCE��(OWEVER��INTERNAL� 
REPORTS�SHOW�THAT�THE�TOTAL�POTENTIAL�COST�AS�OF�/CTOBER������ 
RANGED�FROM������MILLION�TO������MILLION��INCLUDING�THE� 
PROBABLE�AMOUNTS�#ALTRANS�WOULD�NEED�TO�PAY�ON�THE� 
CONTRACTOR�S�PENDING�REIMBURSEMENT�CLAIMS��!S�A�RESULT�� 
IN�/CTOBER������#ALTRANS�EXPECTED�IT�WOULD�NEED�TO�lND� 
����MILLION�TO�����MILLION�TO�COVER�THE�COST�OF�THIS�BRIDGE� 
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BEFORE�CONSIDERING�THE�NEED�FOR�ADDITIONAL�CONTINGENCY�RESERVES� 
FOR�POSSIBLE�FUTURE�CLAIMS��!LTHOUGH�THERE�WERE�SUFlCIENT�FUNDS� 
REMAINING�IN�THE�PROGRAM�CONTINGENCY�RESERVE�TO�COVER�THESE� 
COSTS������MILLION�AS�NOTED�PREVIOUSLY�FUNDING�THEM�WOULD� 
BE�A�SIGNIlCANT�DRAIN�AND�REDUCE�THE�AMOUNT�OF�CONTINGENCY� 
RESERVE�AVAILABLE�TO�OTHER�PROJECTS�IN�THE�PROGRAM��-OREOVER��IN� 
ITS�!UGUST������REPORT��#ALTRANS�REPORTED�THAT�THE�2ICHMOND
 
3AN�2AFAEL�"RIDGE�WOULD�INCUR�ADDITIONAL�COST�OVERRUNS��WHICH� 
WOULD�RAISE�THE�TOTAL�ESTIMATED�CAPITAL�OUTLAY�COST�FOR�THE�PROJECT� 
TO������MILLION� 

4HE�3KYWAY�7AS�,ESS�4HAN�(ALF�#ONSTRUCTED�AND�7AS�,IKELY�TO� 
2EQUIRE�!DDITIONAL�&UNDING�TO�#OVER�5NFORESEEN�#OST�)NCREASES 

#ALTRANS�HAD�SUFlCIENT�INDICATIONS�THAT�THE�SKYWAY�S�COSTS� 
WOULD�CONTINUE�TO�INCREASE�BECAUSE�IT�WAS�RELATIVELY�EARLY�IN� 
THE�PROJECT�S�CONSTRUCTION��!S�OF�.OVEMBER�������THE�SKYWAY� 
WAS�ONLY����PERCENT�CONSTRUCTED��YET�ITS�PROJECTED�COST�WAS� 
�����MILLION�TO������MILLION�OVER�THE�!"������ESTIMATE��AND� 
#ALTRANS�REPORTED�HAVING�ONLY�A�����MILLION�CONTINGENCY�RESERVE� 
BALANCE�FOR�THE�PROJECT��'IVEN�THAT�SIGNIlCANT�WORK�REMAINED� 
ON�THE�SKYWAY��#ALTRANS�SHOULD�HAVE�KNOWN�THAT�COSTS�WOULD� 
INCREASE��CAUSING�A�FURTHER�DRAIN�ON�THE�PROGRAM�S�CONTINGENCY� 
RESERVE��)N�FACT��#ALTRANS�STATED�IN�ITS�!UGUST������REPORT�THAT�THE� 
SKYWAY�S�ESTIMATED�COST�HAD�INCREASED������MILLION�BEYOND�THE� 
AMOUNT�IT�REPORTED�TO�&(7!��WITH�THE�TOTAL�ESTIMATED�CAPITAL� 
COST�FOR�THE�SKYWAY�RISING�TO��������BILLION�� 

#ALTRANS�$ID�.OT�+EEP�THE�#OMMISSION�)NFORMED�OF�THE� 
0ROGRAM�S�#OST�/VERRUNS 

#ALTRANS�HAS�NOT�UPDATED�THE�COMMISSION�REGULARLY�ON�THE� 
PROGRAM�S�COST�OVERRUNS�FOR�ONGOING�PROJECTS�AND�ON�CHANGING� 
COST�ESTIMATES�FOR�THE�SIGNATURE�SPAN��3UCH�OMISSIONS�ARE� 
ESPECIALLY�UNWISE�BECAUSE�THE�TOLL�BRIDGES�ARE�AN�ESSENTIAL� 
PART�OF�THE�COMMISSION�S�REGIONAL�TRANSPORTATION�PLAN�AND� 
THE�3AN�&RANCISCO�"AY�!REA�S�TOLL�PAYERS��WHOSE�PAYMENTS�ARE� 
ADMINISTERED�BY�"!4!�AND�THE�3TATE��ARE�THE�PROGRAM�S�LARGEST� 
FUNDING�SOURCE��!LSO��ACCORDING�TO�#ALTRANS��&EBRUARY������ 
RESPONSE�TO�&(7!��TOLL�INCREASES�ARE�THE�LARGEST�FUNDING�OPTION� 
TO�PAY�FOR�FUTURE�COST�OVERRUNS��"Y�KEEPING�THE�COMMISSION� 
RELATIVELY�UNINFORMED�ABOUT�THE�LARGE�COST�OVERRUNS�WITHIN�THE� 
PROGRAM��#ALTRANS�RISKS�LOSING�THE�SUPPORT�OF�THE�STAKEHOLDER� 
THAT�IT�INFORMED�&(7!�WAS�MOST�LIKELY�TO�BAIL�OUT�THE�PROGRAM� 
BY�RAISING�NEW�REVENUES� 

#ALTRANS�RISKS�LOSING� 
THE�SUPPORT�OF�THE� 
STAKEHOLDER�THAT�IT� 
INFORMED�&(7!�WAS� 
MOST�LIKELY�TO�BAIL�OUT� 
THE�PROGRAM�BY�RAISING� 
NEW�REVENUES� 
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"ECHTEL�S�MONTHLY�REPORTS� 
ON�CONSTRUCTION�PROJECTS� 
IN�THE�MEASURE���PROGRAM� 
ALERT�THE�COMMISSION� 
TO�POTENTIAL�COST�AND� 
SCHEDULE�PROBLEMS� 

!CCORDING�TO�THE�COMMISSION�S�MANAGER�OF�BRIDGE�AND�HIGHWAY� 
OPERATIONS��THE�ONLY�UPDATES�THAT�#ALTRANS�PROVIDED�THE� 
COMMISSION�WERE�THE�STATUTORILY�REQUIRED�REPORTS�THAT�#ALTRANS� 
PREPARES�FOR�THE�,EGISLATURE��(OWEVER��AS�NOTED�PREVIOUSLY�� 
#ALTRANS�DID�NOT�PREPARE�A�REPORT�FOR�������AND�ITS�ONLY�REPORT�IN� 
�����WAS�THE�!UGUST������REPORT��&URTHER��THE�MANAGER�STATED� 
THAT�THE�lRST�TIME�#ALTRANS�OFlCIALLY�DISCLOSED�TO�THE�COMMISSION� 
THAT�COST�ESTIMATES�FOR�THE�SEISMIC�PROGRAM�WOULD�EXCEED�THE� 
!"������ESTIMATES�WAS�A�MEETING�BETWEEN�#ALTRANS�AND�THE� 
COMMISSION�ON�*UNE����������OR�SEVEN�DAYS�AFTER�#ALTRANS�OPENED� 
THE�BID�FOR�THE�SIGNATURE�SPAN�S�SUPERSTRUCTURE��!T�THAT�MEETING�� 
#ALTRANS�DISCLOSED�THAT�IT�WAS�ESTIMATING�A�TOTAL�COST�OF�THE� 
PROGRAM�AT������BILLION�������BILLION�MORE�THAN�IN�!"�������!LSO� 
AT�THAT�MEETING��#ALTRANS�REQUESTED�THAT�THE�COMMISSION�ASSIST� 
#ALTRANS�IN�THE�OVERALL�REVIEW�OF�THE�PROGRAM��4HE�COMMISSION� 
THEN�HIRED�A�CONSULTANT��"ECHTEL��TO�REVIEW�THE�REASONABLENESS�OF� 
THE�#ALTRANS�COST�FORECAST�FOR�THE�PROGRAM��3UBSEQUENTLY��"ECHTEL� 
ISSUED�A�REPORT�IN�!UGUST������THAT�SUPPORTED�#ALTRANS��REVISED� 
COST�FORECAST�OF������BILLION�FOR�THE�PROGRAM� 

"Y�CONTRAST��"ECHTEL�KEEPS�THE�COMMISSION�UPDATED�ON�THE� 
PROGRESS�#ALTRANS�MAKES�ON�TOLL�BRIDGE�WORK�DONE�AS�PART�OF� 
THE�2EGIONAL�-EASURE����MEASURE��	�PROGRAM��"AY�!REA�VOTERS� 
APPROVED�MEASURE���IN�.OVEMBER������TO�AUTHORIZE�A�TOLL�OF� 
���FOR�ALL�SEVEN�STATE
OWNED�TOLL�BRIDGES��4HE�TOLL�REVENUES� 
THAT�MEASURE���GENERATES�ARE�FOR�CERTAIN�HIGHWAY�AND�BRIDGE� 
IMPROVEMENTS��PUBLIC�TRANSIT�RAIL�EXTENSIONS��AND�OTHER�PROJECTS� 
DESIGNED�TO�REDUCE�CONGESTION�ON�THE�TOLL�BRIDGES��#ALTRANS� 
MANAGES�THESE�PROJECTS�FOR�THE�COMMISSION��WITH�THE�LARGEST� 
PROJECT�BEING�THE�NEW�"ENICIA
-ARTINEZ�"RIDGE��WHICH�WILL� 
COST�MORE�THAN����BILLION��4HE�COMMISSION�CONTRACTS�WITH� 
"ECHTEL�TO�MONITOR�THE�MEASURE���PROJECTS��"ECHTEL�PROVIDES� 
THE�COMMISSION�A�MONTHLY�PROGRESS�REPORT�WITHIN����WORKING� 
DAYS�AFTER�EACH�MONTH��&OCUSING�ON�MONITORING�PROJECT�COST�AND� 
SCHEDULE�PERFORMANCE�AS�MEASURED�AGAINST�APPROVED�BUDGET� 
AND�SCHEDULE�MILESTONES��THESE�MONTHLY�REPORTS�PROVIDE�A� 
MECHANISM�TO�ALERT�THE�COMMISSION�PROMPTLY�TO�POTENTIAL�COST� 
AND�SCHEDULE�PROBLEMS�� 

!CCORDING�TO�THE�COMMISSION�S�BRIDGE�AND�HIGHWAY�OPERATIONS� 
MANAGER��THE�COMMISSION�SEES�A�CRITICAL�NEED�FOR�NEW�OVERSIGHT� 
AND�MANAGEMENT�PROCESSES�FOR�THE�4OLL�"RIDGE�3EISMIC�2ETROlT� 
0ROGRAM��)N�ADDITION�TO�IMPLEMENTING�AN�ONGOING�MONTHLY� 
REPORTING�SYSTEM�FOR�THE�PROGRAM��AN�IMPROVED�MANAGEMENT� 
AND�OVERSIGHT�PROCESS�SHOULD�GO�BEYOND�REPORTING�TO�INCLUDE� 
PROCESSES�TO�ACCOMPLISH�THE�FOLLOWING�GOALS��ANTICIPATE�AND� 
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IDENTIFY�CONSTRUCTION�ISSUES�EARLY��ALLOW�ISSUES�TO�BE�REPORTED� 
TO�MANAGEMENT�AND�RESOLVED�AS�EARLY�AS�POSSIBLE��EVALUATE�AND� 
REVIEW�CONSTRUCTION�CHANGE�ORDERS��AND�UPDATE�AND�REPORT�COST� 
AND�SCHEDULE�ESTIMATES�ON�A�CONTINUOUS�BASIS� 

2%#/--%.$!4)/.3 

4O�ENSURE�THAT�IT�PROPERLY�MANAGES�THE�RISKS�ASSOCIATED�WITH� 
THESE�CONSTRUCTION�PROJECTS��#ALTRANS�SHOULD�CONTINUE�TO�REVISE� 
ITS�RISK�MANAGEMENT�PRACTICES��BUT�ENSURE�THAT�ITS�EFFORTS�INCLUDE� 

s� %STABLISHING�COMPREHENSIVE�RISK�MANAGEMENT�PLANS�THAT� 
CLEARLY�DElNE�ROLES�AND�RESPONSIBILITIES�FOR�RISK�MANAGEMENT� 
AND�ADDRESSES�HOW�#ALTRANS�WILL�IDENTIFY�AND�QUANTIFY�PROJECT� 
RISKS��IMPLEMENT�AND�TRACK�RISK�RESPONSE�ACTIVITIES��AND� 
MONITOR�AND�CONTROL�RISKS�THROUGHOUT�THE�LIFE�OF�THE�PROJECT�� 

s� 1UANTIFYING�THE�EFFECT�OF�IDENTIlED�RISKS�IN�lNANCIAL�TERMS� 

s� $EVELOPING�AND�MAINTAINING�DOCUMENTS�TO�TRACK�IDENTIlED� 
RISKS�AND�RELATED�MITIGATION�STEPS� 

4O�ENSURE�THAT�IT�FOLLOWS�GENERALLY�ACCEPTED�PRACTICES�FOR�COST� 
MANAGEMENT��#ALTRANS�SHOULD� 

s� 2EGULARLY�UPDATE�ITS�ESTIMATES�OF�CAPITAL�AND�SUPPORT�COSTS� 

s� 2EGULARLY�REASSESS�ITS�CONTINGENCY�RESERVES�FOR�POTENTIAL�CLAIMS� 
AND�UNKNOWN�RISKS��INCORPORATING�INFORMATION�RELATED�TO� 
RISKS�IDENTIlED�AND�QUANTIlED�THROUGH�ITS�RISK�ASSESSMENT� 
PROCESSES� 

s� 2EGULARLY�INTEGRATE�ESTIMATES�FOR�CAPITAL��SUPPORT�COSTS��AND� 
CONTINGENCY�RESERVES�INTO�A�PROGRAM
WIDE�REPORT� 

4O�ENSURE�THAT�IT�FOLLOWS�GENERALLY�ACCEPTED�MANAGEMENT� 
PRACTICES�FOR�COMMUNICATIONS�MANAGEMENT��#ALTRANS�SHOULD� 

s� 3UBMIT�QUARTERLY�STATUS�REPORTS�TO�THE�,EGISLATURE��AS�THE�LAW� 
REQUIRES�� 

s� %NSURE�THAT�REPORTS�TO�&(7!�AND�OTHER�STAKEHOLDERS�REmECT� 
CURRENT�DATA�AND�PROVIDE�AN�ACCURATE�REPRESENTATION�OF�THE� 
PROGRAM�S�STATUS�� 
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s� 7HEN�KEY�EVENTS�OCCUR��SUCH�AS�A�BID�OPENING�FOR�A�MAJOR� 
PROJECT��QUICKLY�INFORM�STAKEHOLDERS�HOW�THESE�EVENTS�AFFECT� 
THE�PROGRAM�S�OVERALL�BUDGET�AND�SCHEDULE� 

4HE�,EGISLATURE�SHOULD�CONSIDER�REVISING�STATE�LAW�TO�REQUIRE�THAT� 
#ALTRANS�SUBMIT�ITS�QUARTERLY�REPORTS�WITHIN�A�CERTAIN�PERIOD�AFTER� 
EACH�QUARTER��SUCH�AS����DAYS��TO�ENSURE�THAT�THE�INFORMATION� 
#ALTRANS�PROVIDES�IS�CURRENT�� 

!LTHOUGH�THE�CODE�SPECIlES�CERTAIN�ELEMENTS�TO�INCLUDE�IN� 
THE�QUARTERLY�SEISMIC�REPORTS�FOR�THE�PROGRAM��THE�,EGISLATURE� 
SHOULD�CONSIDER�CHANGING�STATE�LAW�TO�REQUIRE�THAT�THESE�REPORTS� 
PROVIDE�A�PROGRAM
WIDE�SUMMARY�OF�THE�PROGRAM�S�BUDGET� 
STATUS�FOR�BOTH�CAPITAL�OUTLAY�AND�SUPPORT�COSTS��3PECIlCALLY��THE� 
REPORT�SHOULD�CONTAIN�THE�FOLLOWING�PROJECT�AND�PROGRAM
WIDE� 
lSCAL�INFORMATION� 

s� 4HE�BASELINE�BUDGET�AS�PROVIDED�FOR�IN�STATE�STATUTE� 

s� !CTUAL�EXPENDITURES�INCURRED�TO�THE�END�OF�THE�QUARTER�� 

s� 4HE�CURRENT�FORECAST�OF�EXPENDITURES�EXPECTED�FOR�THE� 
REMAINDER�OF�THE�PROGRAM� 

s� !MOUNTS�OF�PENDING�CHANGE�ORDERS��NOTICE�OF�PENDING�CLAIMS�� 
AND�OTHER�CONTRACTOR�CLAIMS�OUTSTANDING�AT�THE�END�OF�THE� 
QUARTER�AND�THOSE�THAT�#ALTRANS�HAS�RECEIVED�WITHIN����DAYS�OF� 
SUBMITTING�ITS�QUARTERLY�REPORT�� 

s� !�COMPARISON�OF�THE�BASELINE�BUDGET�PROVIDED�IN�STATUTE� 
COMPARED�WITH�EXPENDITURES�INCURRED�TO�THE�END�OF�THE� 
QUARTER��THE�CURRENT�FORECAST�OF�EXPENDITURES�FOR�THE�REMAINDER� 
OF�THE�PROGRAM��AND�OUTSTANDING�CHANGE�ORDERS��NOTICE�OF� 
PENDING�CLAIMS��OR�OTHER�CONTRACTOR�CLAIMS� 

s� #OMMITMENTS�AGAINST�BOTH�PROJECT�AND�THE�PROGRAM�LEVEL� 
CONTINGENCY�RESERVES��ALONG�WITH�A�REALISTIC�ASSESSMENT�OF�THE� 
ADEQUACY�OF�PROJECT�AND�PROGRAM�CONTINGENCY�RESERVES� 

s� #ONTRACTS�FOR�PROJECTS�THAT�#ALTRANS�HAS�NOT�YET�ENTERED� 
INTO�AND�THE�CURRENT�ESTIMATES�OF�THE�CONTRACT�VALUES�BY�ITS� 
ENGINEER�OF�RECORD�AND�BRIDGE�COST�ESTIMATING�SPECIALIST�� 

s� !�DETAILED�DESCRIPTION�ALONG�WITH�SPECIlC�lNANCIAL�ESTIMATES� 
OF�ANY�OTHER�EVENTS�OR�ISSUES�THAT�COULD�HAVE�A�lNANCIAL� 
IMPACT�ON�THE�PROGRAM�� 
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s� #ERTIlCATIONS�BY�THE�#ALTRANS�DIRECTOR�AND�DEPUTY�DIRECTOR� 
OF�lNANCE�THAT�THE�INFORMATION�IN�THE�QUARTERLY�REPORT�IS�AN� 
ACCURATE�AND�COMPLETE�STATUS�AND�FORECAST�OF�THE�PROGRAM�S� 
lNANCIAL�CONDITION� 

s� #ERTIlCATION�BY�AN�INDEPENDENT�ENGINEERING�CONSULTANT�THAT� 
THE�INFORMATION�IN�THE�QUARTERLY�IS�AN�ACCURATE�AND�COMPLETE� 
STATUS�AND�FORECAST�OF�THE�PROGRAM�S�lNANCIAL�CONDITION� 

)N�REVIEWING�THE�OPTIONS�THAT�#ALTRANS�PRESENTS�FOR�COMPLETING� 
THE�%AST�3PAN��THE�,EGISLATURE�SHOULD�CONSIDER�REQUESTING�THAT� 
#ALTRANS�PROVIDE�SUFlCIENT�DETAIL�TO�UNDERSTAND�THE�lNANCIAL� 
IMPLICATIONS�OF�EACH�OPTION��3PECIlCALLY��THIS�DETAIL�SHOULD� 
INCLUDE�FOR�EACH�OPTION�A�BREAKDOWN�OF�THE�COSTS�FOR�CAPITAL� 
OUTLAY��SUPPORT��AND�CONTINGENCIES�AT�THE�PROJECT�AND�PROGRAM� 
LEVEL��&URTHER��TO�PLACE�EACH�OPTION�IN�PERSPECTIVE��#ALTRANS� 
SHOULD�PROVIDE�A�RECONCILIATION�OF�EACH�OPTION�TO�THE�lGURES�IT� 
PRESENTED�IN�ITS�!UGUST������REPORT�TO�THE�,EGISLATURE�� 

7E�CONDUCTED�THIS�REVIEW�UNDER�THE�AUTHORITY�VESTED�IN�THE�#ALIFORNIA�3TATE�!UDITOR�BY� 
3ECTION������ET�SEQ��OF�THE�#ALIFORNIA�'OVERNMENT�#ODE�AND�ACCORDING�TO�GENERALLY�ACCEPTED� 
GOVERNMENT�AUDITING�STANDARDS��7E�LIMITED�OUR�REVIEW�TO�THOSE�AREAS�SPECIlED�IN�THE�AUDIT� 
SCOPE�SECTION�OF�THIS�REPORT� 

2ESPECTFULLY�SUBMITTED� 

%,!).%�-��(/7,% 
3TATE�!UDITOR 

$ATE�� $ECEMBER���������� 

3TAFF�� *OHN�"AIER��#0!��!UDIT�0RINCIPAL 
� *AMES�3ANDBERG
,ARSEN��#0! 
� -ANDI�'ALLARDO 
� &AE�,I 
� +ENNETH�,OUIE 
� -ATTHEW�'��3EE 
� ,ORETTA�4��7RIGHT 
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!GENCY�S�COMMENTS�PROVIDED�AS�TEXT�ONLY� 

"USINESS��4RANSPORTATION�AND�(OUSING�!GENCY 
�����TH�3TREET��3UITE����� 
3ACRAMENTO��#!�������
���� 

$ECEMBER��������� 

%LAINE�-��(OWLE
 
3TATE�!UDITOR 
"UREAU�OF�3TATE�!UDITS 
����#APITOL�-ALL��3UITE���� 
3ACRAMENTO��#!������� 

$EAR�-S��(OWLE� 

4HANK�YOU�FOR�THE�OPPORTUNITY�TO�RESPOND�TO�YOUR�DRAFT�AUDIT�REPORT��$EPARTMENT�OF�4RANSPORTATION��� 
6ARIOUS�&ACTORS�)NCREASED�)TS�#OST�%STIMATES�FOR�4OLL�"RIDGE�2ETROlTS�AND�)TS�0ROGRAM�-ANAGEMENT� 
.EEDS�)MPROVING�������
���	���4HE�$EPARTMENT�OF�4RANSPORTATION��#ALTRANS	�RESPONSE�IS�ATTACHED� 

!S�YOU�KNOW��'OVERNOR�3CHWARZENEGGER�HAS�COMMITTED�TO��AND�HAS�ALREADY�BEGUN�IMPLEMENTING� 
CHANGES�TO��STREAMLINE�OPERATIONS�AND�IMPROVE�EFlCIENCY�AND�EFFECTIVENESS�IN�3TATE�GOVERNMENT���)� 
AM�PLEASED�TO�SEE�THAT�YOUR�RECOMMENDATIONS�WILL�ASSIST�US�IN�ACHIEVING�THOSE�GOALS���-OREOVER��)� 
AM�GRATIlED�THAT�YOU�HAVE�CONCLUDED�THAT�NO�FUNDS�APPROPRIATED�FOR�THE�4OLL�"RIDGE�3EISMIC�2ETROlT� 
0ROGRAM��4"320	�WERE�DIVERTED�FOR�OTHER�USES��PARTICULARLY�GIVEN�THAT�THIS�PROGRAM�HAS�EXISTED�FOR� 
SEVERAL�YEARS� 

!S�YOU�NOTE�IN�YOUR�REPORT��THE�CHALLENGE�OF�BUILDING�LARGE�AND�COMPLEX�BRIDGES�IN�LOCATIONS� 
THAT�HAVE�HIGH�SEISMIC�RISK�IS�VERY�DIFlCULT�AND�MULTI
FACETED���2EPLACEMENT�OF�THE�%AST�3PAN�� 
IN�PARTICULAR��HAS�BEEN�AND�CONTINUES�TO�BE�ONE�OF�THE�MOST�COMPLEX�ENGINEERING�PROJECTS�EVER� 
UNDERTAKEN�AND��AS�INDICATED�IN�YOUR�REPORT��HAS�BEEN�ADVERSELY�AFFECTED�BY�FACTORS�BOTH�WITHIN� 
AND�BEYOND�THE�CONTROL�OF�#ALTRANS���4HE�SELF
ANCHORED�SUSPENSION��3!3	�COMPONENT��OR�SIGNATURE� 
SPAN��WHICH�IS�THE�ONLY�ONE�OF�ITS�KIND�IN�THE�WORLD��WAS�A�SIGNIlCANT�FACTOR�IN�THE�ESCALATION�OF�THE� 
COSTS�OF�THE�PROJECT���2ECENTLY��IN�FACT��THE�"USINESS��4RANSPORTATION�AND�(OUSING��"4(	�!GENCY� 
CONVENED�AN�EXPERT�PEER�REVIEW�TEAM�LED�BY�THE�&EDERAL�(IGHWAY�!DMINISTRATION�AND�COMPOSED� 
OF�NOTABLE�ENGINEERING�EXPERT�PRACTITIONERS�AND�ACADEMICIANS�FROM�OTHER�STATES�TO�PROVIDE�ADVICE� 
ON�THE�DECISION�WHETHER�TO�CONTINUE�WITH�PLANS�TO�CONSTRUCT�THE�SIGNATURE�SPAN�AS�PART�OF�THE�%AST� 
3PAN���4HIS�OBJECTIVE�TEAM�OF�EXPERTS�CONCLUDED�THAT�THE�3!3�COMPONENT�WAS�SO�COMPLICATED�AND� 
UNIQUE�THAT�THERE�WOULD�CONTINUE�TO�BE�SIGNIlCANT�RISK�OF�ADDITIONAL�TIME�DELAYS�AND�ESCALATION�OF� 
COSTS� 

4HE�"4(�!GENCY�IS�WHOLLY�COMMITTED�TO�IMPROVING�OVERSIGHT�AND�MANAGEMENT�IN�THE�4"320�IN�GENERAL�� 
AND�IN�THE�3AN�&RANCISCO
/AKLAND�"AY�"RIDGE��%AST�3PAN	�PROJECT��IN�PARTICULAR���7E�RECOGNIZE�THAT� 
#ALTRANS�HAS�PERFORMED�ADMIRABLY�IN�CERTAIN�ASPECTS�OF�THE�4"320��SUCH�AS�RETROlTTING�lVE�OF�THE�SEVEN� 
BRIDGES�UNDER�BUDGET�BY�A�TOTAL�OF�����MILLION���7E�NOTE��HOWEVER��THAT�THE�LARGER��MORE�COMPLEX�PROJECTS� 

�#ALIFORNIA�3TATE�!UDITOR� S�COMMENTS�BEGIN�ON�PAGE���� 
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REQUIRE�A�DIFFERENT�SKILL�SET��INCLUDING�GREATER�EMPHASIS�ON�ALL�PROJECT�MANAGEMENT�COMPONENTS��SUCH� 
AS�RISK�MANAGEMENT���4HEREFORE��WE�HAVE�ALREADY�TAKEN�SEVERAL�DElNITIVE�ACTIONS�TO�ASSESS�PARTICULAR� 
CIRCUMSTANCES�INVOLVING�THE�%AST�3PAN�PROJECT��AND�TO�DETERMINE�THE�BEST�COURSE�OF�FUTURE�ACTION� 

&OR�EXAMPLE��ONCE�THE�SCOPE�OF�THE�ISSUES�REGARDING�THE�FUNDING�FOR�THE�%AST�3PAN�PROJECT�WAS� 
DISCOVERED�EARLIER�THIS�YEAR��THE�"4(�!GENCY�ASSEMBLED�A�WORK�GROUP�TO�DETERMINE�WHETHER�THE� 
�����MILLION�PROJECTED�NEED�FOR�#APITAL�/UTLAY�3UPPORT��#/3	�WAS�A�REASONABLE�ESTIMATE�DERIVED� 
THROUGH�A�CREDIBLE�PROCESS���4HE�WORKGROUP��INCIDENTALLY��CONCLUDED�THAT�A�CREDIBLE�PROCESS�WAS� 
USED�TO�DEVELOP�AND�VALIDATE�THE�ESTIMATE��AND�THAT��BY�EXTENSION��THE�ESTIMATE�WAS�THE�BEST�THAT� 
COULD�BE�EXPECTED�AT�THE�POINT�IN�TIME�IT�WAS�DEVELOPED���&URTHER��RECOGNIZING�THE�EFFECT�OF�#/3�ON� 
THE�OVERALL�COST�OF�THE�PROJECT��THE�"4(�!GENCY�HAS�ALREADY�FORMULATED�THE�SCOPE�OF�WORK�FOR�WHICH� 
IT�WILL�BE�ENGAGING�THE�SERVICES�OF�AN�EXPERT�CONSULTANT�TO�ASSESS�THE�PROCESS�#ALTRANS�USES�TO� 
ESTIMATE�#/3��AND�TO�PROVIDE�RECOMMENDATIONS�FOR�CONTROLLING�#/3�ON�MAJOR�CONSTRUCTION�PROJECTS� 

!DDITIONALLY��IN�LINE�WITH�YOUR�CONCERNS�REGARDING�COMMUNICATIONS�MANAGEMENT��THE�"4(�!GENCY� 
INDEPENDENTLY�ASSESSED�THE�CIRCUMSTANCES�SURROUNDING�THE�SUBMISSION�OF�STATUTORILY�MANDATED� 
REPORTS�BY�#ALTRANS���7E�DETERMINED�THAT��ALTHOUGH�#ALTRANS�DID�NOT�ADHERE�TO�THE�REQUISITE� 
SCHEDULE��SUFlCIENT�EVIDENCE�EXISTS�TO�SUPPORT�THE�CONCLUSION�THAT�#ALTRANS�DID�NOT�ATTEMPT�TO� 
PURPOSEFULLY�WITHHOLD�4"320�EXPENDITURE�INFORMATION�FROM�THE�,EGISLATURE���&OR�EXAMPLE��REPORTS�� 
CONTAINING�SAID�INFORMATION�WERE�REGULARLY�PROVIDED�TO�THE�#ALIFORNIA�4RANSPORTATION�#OMMISSION� 
�#4#	��TWO�EX
OFlCIO�MEMBERS�OF�WHICH�ARE�THE�CHAIRS�OF�THE�LEGISLATIVE�TRANSPORTATION�COMMITTEES��� 
&URTHER��THE�INFORMATION�WAS�PRESENTED�AT�#4#�MEETINGS�FOR�WHICH�ADVANCE�AGENDAS�NOTING�THE� 
PRESENTATIONS�WERE�PROVIDED�TO�KEY�LEGISLATIVE�COMMITTEE�STAFF�AND�STAFF�OF�THE�,EGISLATIVE�!NALYST�S� 
/FlCE��MANY�OF�WHOM�REGULARLY�ATTENDED�THE�MEETINGS���!LTHOUGH�THERE�IS�NO�JUSTIlCATION�FOR�THE� 
FAILURE�TO�PROVIDE�TIMELY�REPORTS�TO�THE�,EGISLATURE��THE�ABOVE�FACTORS�SHOULD�MITIGATE�ANY�CONCERN� 
THAT�#ALTRANS�FAILED�TO�DISCLOSE�THE�INFORMATION�ALTOGETHER� 

&INALLY��THE�"4(�!GENCY�HAS�ALREADY�CONTRACTED�WITH�A�PRIVATE�CONSULTING�lRM�TO�CONDUCT�A�SUPPLEMENTARY� 
REVIEW�OF�THE�PROJECT�MANAGEMENT�PROCESS�USED�IN�THE�%AST�3PAN�PROJECT���4HE�RESULTS�OF�THE�CONSULTANT�S� 
WORK�WILL�BE�SUBMITTED�TO�AN�INDEPENDENT�EXPERT�PANEL�FOR�REVIEW�AND�COMMENT�PRIOR�TO�BEING�ISSUED�TO� 
THE�"4(�!GENCY�AND�#ALTRANS�FOR�USE�IN�IMPROVING�THE�CURRENT�PROCESS�OF�PROJECT�MANAGEMENT� 

)�APPRECIATE�YOUR�RECOMMENDATIONS�FOR�IMPROVING�THE�MANNER�IN�WHICH�#ALTRANS�GOES�FORWARD�WITH� 
THE�4"320���4HE�CHANGES�#ALTRANS�INTENDS�TO�MAKE�ARE�DETAILED�IN�ITS�RESPONSE���!GAIN��THANK�YOU� 
FOR�THE�OPPORTUNITY�TO�RESPOND�TO�YOUR�DRAFT�AUDIT�REPORT���)F�YOU�NEED�ADDITIONAL�INFORMATION��PLEASE� 
DO�NOT�HESITATE�TO�CONTACT�ME��OR�-ICHAEL�4RITZ��#HIEF�OF�THE�"4(�!GENCY�/FlCE�OF�)NTERNAL�!UDITS��AT� 
����	����
����� 

3INCERELY� 

�3IGNED�BY��-ICHAEL�2��4RITZ�FOR	 
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$ECEMBER��������� 

3UNNE�7RIGHT�-C0EAK��3ECRETARY 
"USINESS��4RANSPORTATION�AND�(OUSING�!GENCY 
����n��TH�3TREET��3UITE����� 
3ACRAMENTO��#!������ 

$EAR�3ECRETARY� 

)�AM�PLEASED�TO�PROVIDE�OUR�RESPONSE�TO�THE�"UREAU�OF�3TATE�!UDITS���"3!	�DRAFT�AUDIT�REPORT� 
ENTITLED��h$EPARTMENT�OF�4RANSPORTATION��6ARIOUS�&ACTORS�)NCREASED�)TS�#OST�%STIMATES�FOR�4OLL� 
"RIDGE�2ETROlTS�AND�)TS�0ROGRAM�-ANAGEMENT�.EEDS�)MPROVING�v��4HE�REPORT�CORRECTLY�CONCLUDES� 
THAT�THE�UNIQUENESS�OF�DESIGN�AND�VOLATILE�MARKETS�FOR�CONTRACTOR�SERVICES�AND�MATERIALS�COUPLED� 
WITH�SCHEDULE�DELAYS�AND�HIGHER�CONTINGENCY�ESTIMATES�HAVE�LED�TO�A�LARGE�INCREASE�IN�ESTIMATED� 
PROGRAM�COSTS���4HE�REPORT�ALSO�REVIEWS�THE�$EPARTMENT�OF�4RANSPORTATION�S��#ALTRANS	�PROJECT� 
MANAGEMENT�PRACTICES�WITH�PRIMARY�FOCUS�ON�THE�%AST�3PAN�OF�THE�3AN�&RANCISCO�/AKLAND� 
"AY�"RIDGE��3&/""	��AND�CITES�THE�NEED�FOR�IMPROVEMENT�IN�THOSE�PRACTICES���4HIS�LETTER� 
INCLUDES�COMMENTARY�ON�THE�OVERALL�CONTENT�OF�THE�AUDIT�REPORT��AND�A�SPECIlC�RESPONSE�TO�THE� 
RECOMMENDATIONS�CONTAINED�IN�THE�DOCUMENT��� 

)N�SUMMARY��)�BELIEVE�THAT�#ALTRANS�HAS�ATTEMPTED�TO�MANAGE�THE�4OLL�"RIDGE�3EISMIC�2ETROlT� 
0ROGRAM��4"320	�IN�A�MANNER�CONSISTENT�WITH�OUR�STANDARD�PRACTICES��RELYING�ON�OUR�SUBSTANTIAL� 
EXPERIENCE�IN�WORKING�ON�CAPITAL�CONSTRUCTION�PROJECTS���&OR�lVE�OF�THE�TOLL�BRIDGES�INCLUDED�IN�THE� 
4"320��#ALTRANS�WAS�ABLE�TO�COMPLETE�THE�REQUIRED�RETROlT�OF�THESE�BRIDGES�WITH�A�CUMULATIVE� 
SAVINGS�OF�����MILLION�AS�COMPARED�TO�THE�BUDGET�ESTABLISHED�IN�!"��������.OTWITHSTANDING�THIS� 
SUCCESS��WE�ACKNOWLEDGE�THAT�THERE�HAVE�BEEN�PROBLEMS�RELATED�TO�THE�DESIGN�AND�CONSTRUCTION�OF� 
THE�3&/""� 

#ALTRANS�IS�WORKING�HARD�TO�CORRECT�IDENTIlED�DElCIENCIES�IN�OUR�MANAGEMENT�PRACTICES��AND�WE� 
APPRECIATE�THE�RECOMMENDATIONS�INCLUDED�IN�THE�"3!�REPORT�THAT�WILL�ASSIST�IN�ACCOMPLISHING�THAT� 
OBJECTIVE���4O�PROVIDE�ADDITIONAL�ASSISTANCE�IN�THIS�EFFORT��THE�"USINESS��4RANSPORTATION�AND�(OUSING� 
�"4(	�!GENCY�HAS�ENGAGED�THE�SERVICES�OF�A�CONSULTING�GROUP�TO�REVIEW�OUR�PRACTICES�AND�IDENTIFY� 
FACTORS�THAT�HAVE�CONTRIBUTED�TO�MATERIAL�COST�INCREASES�FOR�THIS�PROJECT���(OWEVER��WE�HAVE�ALSO� 
UNDERTAKEN�INTERNAL�ACTIONS�TO�PROVIDE�FOR�MORE�COST
EFFECTIVE�OVERSIGHT��AND�)�WANT�TO�FOCUS�ON� 
THESE�ACTIVITIES�IN�THIS�RESPONSE��� 

"EFORE�COMMENTING�ON�THESE�ACTIVITIES��HOWEVER��)�WANT�TO�CLARIFY�THE�#ALTRANS��INTERPRETATION�OF�COST� 
OVERRUNS�VERSUS�COST�INCREASES���4HE�AUDIT�REPORT�REPEATEDLY�REFERS�TO�OVERRUNS�IN�THE�4"320���&ROM� 
 
OUR�PERSPECTIVE��A�COST�OVERRUN�OCCURS�AFTER�A�PROJECT�HAS�BEEN�BID�AND�A�DOLLAR�AMOUNT�ALLOCATED� 
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TO�lNANCE�THAT�PROJECT���"Y�WAY�OF�EXAMPLE��THE�NEED�TO�ADD������MILLION�TO�THE�BUDGET�FOR�THE� 
2ICHMOND
3AN�2AFAEL�RETROlT�PROJECT�AFTER�THE�INITIATION�OF�CONSTRUCTION�CONSTITUTES�A�COST�OVERRUN��� 
0RIOR�TO�BID�AND�AWARD��HIGHER�BUDGET�PROJECTIONS�FOR�A�PROJECT�TRANSLATE�TO�COST�INCREASES���(IGHER� 
PROJECTIONS�FOR�MOST�OF�THE�EAST�SPAN�PROJECTS�THAT�HAVE�NOT�GONE�TO�CONSTRUCTION�HAVE�RESULTED�IN� 
COST�INCREASES� 
�� 
7ITH�THAT�CLARIlCATION��IT�SHOULD�BE�NOTED�THAT�NUMEROUS�ACTIONS�HAVE�BEEN�TAKEN�TO�MITIGATE�BID� 
COSTS�IN�EXCESS�OF�BUDGETED�AMOUNTS�FOR�THE�4"320���7HEN�THE�BIDS�CAME�IN�OVER�THE�ENGINEER�S� 
ESTIMATE�FOR�THE�%��4��FOUNDATION�PROJECT��#ALTRANS�UNDERTOOK�SEVERAL�STEPS�TO�REDUCE�THE�COST�OF� 
THAT�PROJECT��AND�THE�RESULTING�RE
BID�RESULTED�IN�A�����MILLION�COST�SAVINGS� 

7HEN�#ALTRANS�DETERMINED�THAT�THE�!"������BUDGET�MIGHT�BE�EXCEEDED�IF�THE�MAIN�SPAN�BID�CAME� 
IN�SIGNIlCANTLY�HIGHER�THAN�THE�ENGINEER�S�ESTIMATE��IT�INITIATED�A�REVIEW�OF�ALL�POSSIBLE�OPTIONS�TO� 
IMPROVE�THE�BID�PACKAGE�TO�REDUCE�COSTS�AND�TO�INCREASE�THE�POTENTIAL�FOR�A�BID�WITHIN�THE�!"������ 
LIMITS���.UMEROUS�INNOVATIVE�MANAGEMENT�AND�CONTRACT�REQUIREMENTS�WERE�APPLIED�TO�MANY�OF�THE� 
4"320�EAST�SPAN�CONTRACTS�TO�ENCOURAGE�STRONG�BID�COMPETITION��LOWER�BIDS��AND�MINIMIZE�COSTLY� 
DELAYS�DURING�CONSTRUCTION���3OME�OF�THESE�INCLUDE� 

s� 0IER���OF�THE�0ORT�OF�/AKLAND�WAS�OBTAINED�TO�PROVIDE�OFlCE�SPACE�FOR�BOTH�#ALTRANS�AND�THE� 
#ONTRACTOR�NEAR�THE�WORK�SITE�AS�WELL�AS�FACILITATE�MATERIALS�TO�THE�WORK�AREA���"Y�PROVIDING�THIS� 
AREA��#ALTRANS�HAS�REDUCED�CONTRACTOR�COSTS�AS�WELL�AS�PROVIDED�FOR�INCREASED�COMMUNICATION� 
WITH�THE�CONTRACTOR�FOR�FASTER�RESOLUTION�OF�ISSUES� 

s� !�FORMAL�DESIGN�CAMPUS�WAS�REQUIRED�FOR�THE�#ONTRACTOR�AND�#ALTRANS�TO�WORK�TOGETHER�CLOSELY� 
IN�THE�SAME�OFlCE�SPACE�TO�SPEED�UP�THE�REVIEW�AND�APPROVAL�OF�TIME�CRITICAL�WORKING�DRAWINGS� 
AND�REQUESTS�FOR�INFORMATION���!N�ADDITIONAL�PAYMENT�ITEM�TO�FACILITATE�THIS�EARLY�COST�TO� 
CONTRACTORS�WAS�INCLUDED���0LAN�APPROVAL�DELAYS�CAN�RESULT�IN�SIGNIlCANT�INCREASES��ESPECIALLY� 
ON�A�PROJECT�WITH��������TO��������SHOP�DRAWINGS� 

s� !�SEPARATE�DEMONSTRATION�PILE�CONTRACT�WAS�INITIATED�TO�TEST�CONSTRUCTIBILITY�OF�PILES�RESULTING�IN� 
REDUCING�BIDDER�RISK���4HE�PROJECT�IDENTIlED�RISKS�THAT�WOULD�HAVE�RESULTED�IN�MILLIONS�IN�COST� 
FROM�DELAY�ONCE�CONSTRUCTION�HAD�BEGUN� 

s� !�REVISED�MOBILIZATION�SPECIlCATION�PROVIDES�FOR�REVISED�SCHEDULE�OF�AND�LIMITS�ON�PAYMENTS� 
FOR�LARGE�AND�COMPLEX�CONTRACTS���!LSO��A�PAYMENT�ITEM�WAS�ADDED�TO�REDUCE�THE�lNANCING� 
COSTS�OF�CONTRACTORS�TO�MOBILIZE�MARINE�EQUIPMENT�TO�ACCESS�THE�WORK� 

s� !�CORRIDOR�VALUE�ANALYSIS�SPECIlCATION�ADDED�A�PROCESS�WHEREBY�CONTRACTORS�FROM�PROJECTS� 
ALONG�THE�EAST�SPAN�CORRIDOR�CAN�MEET�WITH�#ALTRANS�TO�PROPOSE�AND�DISCUSS�AS�A�GROUP�WAYS� 
TO�ACCELERATE�THE�OVERALL�PROJECT�AND�REDUCE�COSTS� 

s� $ESIGN�ELEMENTS�WERE�REVISED�FOR�THE�BRIDGE�DESIGN�TO�ADDRESS�CONCERNS�WITH�AVAILABLE�MARINE� 
EQUIPMENT�DUE�TO�THE�HULL�RESTRICTIONS�OF�THE�*ONES�!CT� 

s� %XTENSIVE�REVIEW�OF�WELDING�SPECIlCATIONS�RESULTED�IN�MANY�REVISIONS�TO�IMPROVE� 
CONSTRUCTABILITY�AND�INCORPORATE�LESSONS�LEARNED�FROM�CLAIMS�ON�OTHER�PROJECTS� 

s� %ARTHQUAKE�LIABILITY�WAS�CAPPED�TO�LIMIT�RISK�FOR�CONTRACTORS�FOR�COST�OF�DAMAGES�SHOULD�A� 
SEISMIC�EVENT�OCCUR� 
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s� ,OW�BIDS�FACTORING�IN�TIME�AS�WELL�AS�COST��!�PLUS�"�BIDDING	�WERE�COMBINED�WITH�INCENTIVES�
 
AND�DISINCENTIVES�TO�CHALLENGE�AND�ENCOURAGE�THE�CONTRACTOR�TO�DO�THE�WORK�AS�QUICKLY�AS�
 
POSSIBLE�
 

s� 0AYMENT�AND�PERFORMANCE�REQUIREMENTS�WERE�REDUCED�TO�AN�ACCEPTABLE�RISK�LEVEL���#ALTRANS�
 
ADVOCATED�LEGISLATION�TO�ALLOW�CHANGES�TO�THIS�REQUIREMENT�
 

s� !�BIDDER�COMPENSATION�STIPEND�SPECIlCATION�ENCOURAGES�MORE�COMPETITIVE�BIDS�AND�PARTIALLY�
 
COMPENSATES�THEM�FOR�THE�ADDITIONAL�EFFORT�OF�PREPARING�A�BID�
 

s� !�TABLE�IN�THE�SPECIlCATIONS�WAS�ADDED�TO�ASSIST�BIDDERS�IN�IDENTIFYING�SUBMITTALS�AND�THEIR�
 
REVIEW�TIMES��THUS�KEEPING�SUBMITTALS�OFF�OF�THE�CRITICAL�PATH��!N�ADDITIONAL�PAYMENT�ITEM�FOR�
 
ACCELERATED�WORKING�DRAWINGS�WAS�ALSO�ADDED�TO�LIMIT�DELAY�DURING�REVIEWS�
 

s� !N�INTENSIVE�SERIES�OF�MORE�THAN�TWENTY
lVE�INFORMATIONAL�AND�TECHNICAL�EXCHANGE�MEETINGS�
 
WERE�HELD�FOR�PROSPECTIVE�BIDDERS��SMALL�BUSINESSES�AND�DISADVANTAGED�BUSINESSES�TO�
 
ENHANCE�COMMUNICATION�FOR�CONSTRUCTABILITY�DURING�THE�DESIGN�AND�BID�PROCESS�
 

s� !NTICIPATING�BONDING�AND�INSURANCE�CHALLENGES��#ALTRANS�SPONSORED�A�BILL�PASSED�IN�������!"� 
������THAT�LOWERED�BONDING�REQUIREMENTS�FOR�CONTRACTORS�ON�MEGA
PROJECTS�SUCH�AS�THE�%AST� 
3PAN� 

#ALTRANS�IS�COMMITTED�TO�TAKE�WHATEVER�ACTIONS�ARE�NECESSARY�TO�ACHIEVE�AN�EFlCIENT�AND�COST
 
EFFECTIVE�MANAGEMENT�STRUCTURE�THAT�WILL�ENSURE�A�HIGH�LEVEL�OF�ACCOUNTABILITY�FOR�THIS�IMPORTANT� 
PROJECT��AND�WE�WILL�CONTINUE�TO�LOOK�FOR�OPPORTUNITIES�TO�ACCOMPLISH�THIS� 

)�ALSO�WANT�TO�RESPOND�IN�SOME�DEPTH�TO�STATEMENTS�IN�THE�AUDIT�REPORT�THAT�BECAUSE�MANDATED� 
STATUTORY�REPORTS�WERE�NOT�SUBMITTED�ON�TIME��THE�,EGISLATURE�WAS�PRECLUDED�FROM�TAKING�ACTION�TO� 
RESOLVE�THE�BUDGET�ISSUE�RELATED�TO�THE�4"320���&URTHER��)�WANT�TO�CORRECT�THE�INFERENCE�THAT�#ALTRANS� 
FAILED�TO�DISCLOSE�THIS�INFORMATION�IN�AN�ATTEMPT�TO�WITHHOLD�COST�INFORMATION�� � 
!DMITTEDLY��#ALTRANS�DID�NOT�PROVIDE�CERTAIN�REQUIRED�REPORTS�TO�THE�,EGISLATURE�BY�THE�REQUISITE�DUE�DATES�� 
SPECIlCALLY��THE�ANNUAL�REPORT�DUE�AT�THE�END�OF�CALENDAR�YEAR�������3TREETS�AND�(IGHWAYS�#ODE�3ECTION� 
������D	��	��#HAPTER������3TATUTES�OF�����	�AND�THE�lRST�TWO�QUARTERLY�REPORTS�REQUIRED�UNDER�!"������ 
BY�!SSEMBLY�-EMBER�$UTRA��#HAPTER������3TATUTES�OF����� ���!LTHOUGH�THERE�IS�NO�JUSTIlCATION�FOR�FAILURE� 
TO�PROVIDE�TIMELY�REPORTS�TO�THE�,EGISLATURE��THERE�ARE�A�FEW�FACTORS�THAT�MITIGATE�THE�CONCERN�THAT�THE� 
INFORMATION�WAS�NOT�AVAILABLE�AND�THAT�#ALTRANS�WAS�WILLFULLY�WITHHOLDING�THIS�MATERIAL��� 

4HE�ESSENTIAL�INFORMATION�THAT�WOULD�HAVE�APPEARED�IN�THE�REPORTS�TO�THE�,EGISLATURE�WAS�PROVIDED� � 
IN�QUARTERLY�AND�ANNUAL�REPORTS�TO�THE�#ALIFORNIA�4RANSPORTATION�#OMMISSION��#4#	��ALTHOUGH�NONE� 
OF�THESE�REPORTS�PRIOR�TO�-AY�����������INDICATED�THAT�#ALTRANS�WAS�PROJECTED�TO�SPEND�MORE�THAN� 
THE�BUDGETED�AMOUNT�INCLUDED�IN�!"��������4HROUGHOUT�CALENDAR�YEAR������AND�������#ALTRANS� 
BRIElNGS�BEFORE�THE�#4#�CLEARLY�LAID�OUT�THE�STATUS�OF�THE�PROGRAM�AND�PUBLIC�DISCUSSION�TOOK�PLACE� 
OVER�THE�CONCERN�THAT�CERTAIN�PROJECT�BIDS�EXCEEDED�ENGINEERS��ESTIMATES�THAT�WERE�USED�TO�ESTABLISH� 
THE�!"������BUDGET�FOR�THE�PROGRAM��)N�$ECEMBER�������THE�#4#�REPORTED�TO�THE�,EGISLATURE�IN�AN� 
ANNUAL�REPORT�THAT�4"320�COSTS�SEEMED�LIKELY�TO�INCREASE�BEYOND�THE�ORIGINAL�ESTIMATE��PERHAPS� 
EVEN�BEYOND�THE�BUDGETED�CONTINGENCY�FUND���3PECIlCALLY��THE�#4#�INDICATED��hIN�3EPTEMBER�OF������� 
#ALTRANS�REPORTED�ITS�LATEST�COST�ESTIMATE�FOR�THE�TOLL�BRIDGE�SEISMIC�RETROlT�PROGRAM�AT��������BILLION�� 
AN�AMOUNT�THAT�WOULD�REQUIRE������MILLION�OF�THE������MILLION�CONTINGENCYxv 
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-OREOVER��THE�SAME�#4#�ANNUAL�REPORT�REFERENCED�THE�"3!�S�!UGUST������REPORT�ON�INCREASED� 
COSTS�FOR�THE�TOLL�BRIDGE�SEISMIC�RETROlT�PROJECTS�BY�STATING��h!S�REPORTED�TO�THE�'OVERNOR�AND�THE� 
,EGISLATURE�BY�THE�3TATE�!UDITOR�IN�!UGUST�������SOME�INCREASE�NOW�SEEMS�LIKELY��PERHAPS�EVEN� 
MORE�THAN�THE�DESIGNATED������MILLION�IN�CONTINGENCY�FUNDS�v�� 

7ITH�RESPECT�TO�THE�REQUIREMENT�CONTAINED�IN�!"������TO�REPORT�WITHIN����DAYS�IF�#ALTRANS� 
DETERMINES�THAT�THE�ACTUAL�COSTS�OF�THE�PROGRAM�EXCEED�THE�AMOUNTS�APPROPRIATED�FOR�THE�SEISMIC� 
RETROlT�WORK��THE�AUDIT�REPORT�IMPLIES�THAT�#ALTRANS�SHOULD�HAVE�ADVISED�THE�,EGISLATURE�AS�EARLY�AS� 
.OVEMBER�OF������THAT�COSTS�FOR�THE�4"320�WERE�IN�DANGER�OF�EXCEEDING�THE�!"������BUDGET���4HE� 
AUDIT�REPORT�REFERENCES�A�.OVEMBER�REPORT�TO�THE�&EDERAL�(IGHWAY�!DMINISTRATION�THAT�CITED�UPWARD� 
PRESSURES�IN�THE�CONSTRUCTION�MARKET�POINTING�TO�COST�INCREASES�IN�THE�PROGRAM���(OWEVER��AT�THE� 
TIME��THIS�INFORMATION�WAS�SPECULATIVE��AND�#ALTRANS�CONCLUDED�THAT�NOTIlCATION�OF�THE�,EGISLATURE� 
WAS�NOT�REQUIRED�SINCE�THE�BUDGET�HAD�NOT�BEEN�EXCEEDED�AND�AGGRESSIVE�COST�MITIGATION�STRATEGIES� 
WERE�BEING�EMPLOYED�TO�BRING�THE�PROJECT�IN�LINE�WITH�BUDGET����7HILE�POTENTIAL�COST�INCREASES�WERE� 
A�CONCERN��NOTHING�WAS�KNOWN�FOR�CERTAIN�UNTIL�THE�BID�OPENING�FOR�THE�3ELF
!NCHORED�3USPENSION� 

� �3!3	�MAIN�SPAN�ON�-AY�����������5NTIL�THIS�TIME��#ALTRANS�BELIEVED�THAT��IN�THE�WORST�CASE�
SCENARIO��A�PLAN�TO�PROVIDE�A�LARGER�CONTINGENCY�MIGHT�HAVE�BEEN�WARRANTED� 

#ALTRANS�TOOK�APPROPRIATE�STEPS�TO�MEET�THE�STATUTORY�NOTIlCATION�REQUIREMENT�WHEN�THE�BID�FOR�THE� 
MAIN�SPAN�PROJECT�WAS�OPENED�IN�-AY�OF��������4HE�3ECRETARY�OF�"4(�JOINED�!CTING�$IRECTOR�4ONY� 
(ARRIS�IMMEDIATELY�AFTER�THE�BID�OPENING�FOR�A�MEDIA�BRIElNG�TO�ANNOUNCE�TO�THE�PUBLIC�THAT�AWARD�OF� 
THE�3!3�MAIN�SPAN�CONTRACT�FOR�THE�BID�RECEIVED�WOULD�EXCEED�THE�BUDGET�AUTHORITY�IN�!"�������AND� 
#ALTRANS�INITIATED�A�REVISION�OF�REPORT�MATERIAL�TO�INFORM�THE�,EGISLATURE�THAT�COSTS�FOR�THE�PROGRAM� 
WOULD�EXCEED�THE�!"������BUDGET��� 

#ALTRANS�REPORTED�TO�"4(�IN�MID
*UNE�THAT�A�RE
ANALYSIS�OF�THE�4"320�SHOWED�A�POSSIBILITY�OF� 
AN�OVERALL�PROGRAM�COST�INCREASE�OF�UP�TO������BILLION���!FTER�SEVERAL�PRELIMINARY�MEETINGS�WITH� 
-ETROPOLITAN�4RANSPORTATION�#OMMISSION��-4#	�IN�-ARCH�THROUGH�*UNE�OF�������"4(�AND�#ALTRANS� 
MET�IN�*ULY�WITH�-4#�TO�DEVELOP�A�PROCESS�FOR�AGREEING�ON�ESTIMATES�FOR�THE�PROGRAM�GOING�FORWARD��� 
)T�WAS�AGREED�THAT�#ALTRANS�AND�-4#�WOULD�WORK�WITH�"ECHTEL�)NFRASTRUCTURE�#ORPORATION�TO�REACH� 
CONSENSUS�ON�PROJECT�AND�PROGRAM�ESTIMATES�SO�THAT�A�RELIABLE�FUNDING�PACKAGE�COULD�BE�PURSUED� 
AND�A�JOINT�FUNDING�PROPOSAL�COULD�BE�SUBMITTED�TO�THE�,EGISLATURE��� 

!T�THAT�TIME��THE�INVOLVED�PARTIES�AGREED�THAT�A�COMPLETE�REVIEW�OF�ALL�DESIGN�OPTIONS�FOR�THE�MAIN� 
SPAN�SHOULD�BE�CONSIDERED�TO�SEE�IF�THE�PROGRAM�COULD�BE�BROUGHT�BACK�IN�LINE�WITH�THE�!"������ 

� BUDGET���)T�WAS�NOT�UNTIL�THE�END�OF�*ULY�THAT�ENOUGH�ANALYSIS�ON�PROSPECTIVE�COSTS�AND�OPTIONS�HAD�
BEEN�CONDUCTED�TO�CONCLUDE�THAT�THERE�DID�NOT�APPEAR�TO�BE�A�WAY�OF�COMPLETING�THE�%AST�3PAN� 
WITHIN�THE�LEGISLATIVE�BUDGET��REGARDLESS�OF�DESIGN�ALTERNATIVES���/N�!UGUST�����������#ALTRANS� 
SUBMITTED�AN�UPDATED�STATUS�OF�THE�4"320�TO�THE�,EGISLATURE���4HIS�DOCUMENT�WAS�INTENDED�TO� 
SATISFY�THE�REQUIREMENTS�FOR�SUBMITTAL�OF�A������ANNUAL�REPORT�AND�THE�lRST�TWO�QUARTERLY�REPORTS�FOR� 
�����AS�REQUIRED�BY�!"�������� 
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4HE�TIMELY�SUBMITTAL�OF�STATUTORY�REPORTS�IS�AN�APPROPRIATE�ISSUE�FOR�"3!�TO�RAISE���)N�FACT��SINCE� 
MY�APPOINTMENT�AS�$IRECTOR��)�HAVE�IMPLEMENTED�A�MONITORING�SYSTEM�TO�PROVIDE�INFORMATION� 
REGARDING�REPORT�DEADLINES�AND�TO�TRACK�THE�PROGRESS�OF�REPORT�PREPARATION���)�HAVE�MADE�IT�CLEAR�TO� 
MY�SENIOR�MANAGEMENT�THAT�#ALTRANS�WILL�MEET�REPORT�DEADLINES�AND�THAT�)�INTEND�TO�HOLD�MANAGERS� 
RESPONSIBLE�FOR�COMPLYING�WITH�THESE�REQUIREMENTS���(OWEVER��WHILE�PREVIOUS�REPORTING�REQUIREMENTS� 
MAY�NOT�HAVE�BEEN�MET��)�AM�CONVINCED�THAT�THERE�WAS�ABSOLUTELY�NO�INTENT�ON�THE�PART�OF�#ALTRANS� 
TO�WITHHOLD�INFORMATION�ON�THE�STATUS�OF�THE�4"320���.ONETHELESS��IT�IS�ALSO�MY�INTENT�TO�REVIEW�THE� 
INVOLVEMENT�OF�KEY�PERSONNEL�ASSOCIATED�WITH�THIS�PROJECT�TO�DETERMINE�IF�THERE�WAS�ANY�MISCONDUCT� 
OR�NEGLIGENCE�ON�THE�PART�OF�ANY�INDIVIDUAL�IN�TERMS�OF�MEETING�THE�REQUIREMENTS�OF�THE�LAW���)F�IT�IS� 
DETERMINED�THAT�ANYONE�WAS�NEGLIGENT�IN�THIS�REGARD��APPROPRIATE�DISCIPLINARY�ACTION�WILL�BE�TAKEN��� 

!T�THIS�POINT��)�WOULD�LIKE�TO�RESPOND�TO�THE�SPECIlC�RECOMMENDATIONS�INCLUDED�IN�THE�AUDIT�REPORT��� 
4HE�REPORT�IDENTIlES�THE�FOLLOWING�lNDINGS�AND�RECOMMENDATIONS� 

#HAPTER����6OLATILE�-ARKETS�FOR�#ONTRACTOR�3ERVICES�AND�-ATERIALS��3CHEDULE�$ELAYS�AND�(IGHER� 
#ONTINGENCIES�,ED�TO�A�,ARGE�)NCREASE�IN�%STIMATED�0ROGRAM�#OSTS 

4HIS�CHAPTER�GENERALLY�COVERS�THE�VARIOUS�REASONS�FOR�COST�INCREASES�AND�CONTAINS�NO� 
RECOMMENDATIONS� 

#HAPTER����#ALTRANS�0ROJECT�-ANAGEMENT�0RACTICES�.EED�)MPROVEMENT 

4HIS�CHAPTER�COVERS�SEVERAL�IMPORTANT�ASPECTS�OF�PROJECT�MANAGEMENT�AND�CONTAINS�THREE� 
RECOMMENDATIONS� 

#HAPTER���2ECOMMENDATIONS� 

���4O�ENSURE�THAT�IT�PROPERLY�MANAGES�THE�RISKS�ASSOCIATED�WITH�THESE�CONSTRUCTION�PROJECTS��#ALTRANS� 
SHOULD�CONTINUE�TO�REVISE�ITS�RISK�MANAGEMENT�PRACTICES��BUT�ENSURE�THAT�ITS�EFFORTS�INCLUDE�THE� 
FOLLOWING� 

s� %STABLISHING�COMPREHENSIVE�RISK�MANAGEMENT�PLANS�THAT�CLEARLY�DElNE�ROLES�AND�
 
RESPONSIBILITIES�FOR�RISK�MANAGEMENT�AND�ADDRESS�HOW�#ALTRANS�WILL�IDENTIFY�AND�QUANTIFY�
 
PROJECT�RISKS��IMPLEMENT�AND�TRACK�RISK�RESPONSE�ACTIVITIES��AND�MONITOR�AND�CONTROL�RISKS�
 
THROUGHOUT�THE�LIFE�OF�THE�PROJECT�
 

#ALTRANS�2ESPONSE� 

7ITH�THE�ASSISTANCE�OF�CONSULTANTS��#ALTRANS�HAS�DEVELOPED�A�2EPORT�ON�3AN�&RANCISCO
/AKLAND� 
"AY�"RIDGE�1UALITY�!SSURANCE�AND�2ISK�!SSESSMENT���#ALTRANS�WILL�DESIGNATE�A�DEDICATED�0ROJECT� 
2ISK�-ANAGEMENT�#OORDINATOR�TO�SUPPORT�THE�0ROJECT�-ANAGER���4HE�COORDINATOR�WILL� 
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���&ACILITATE�THE�2ISK�2ESPONSE�4EAM�OF�KNOWLEDGEABLE�PERSONNEL�AND�CONSULTANTS�WORKING�ON� 
THE�3&/""� 

���2EGULARLY�UPDATE��WITH�THE�TEAM��THE�RISK�ASSESSMENT�AND�PREPARE�A�RISK�RESPONSE�PLAN�IN� 
ACCORDANCE�WITH�#ALTRANS�0ROJECT�2ISK�-ANAGEMENT�(ANDBOOK��� 

���!RRANGE�AND�CONDUCT�QUARTERLY�MEETINGS�OF�THE�2ISK�2ESPONSE�4EAM�TO�REEVALUATE�THE� 
RISKS��REVISE�THE�RISK�RESPONSE�PLAN��AND�DETERMINE�WHETHER�THE�RISK�RESPONSE�PLAN�IS�BEING� 
FOLLOWED���4HE�0ROJECT�2ISK�-ANAGEMENT�#OORDINATOR�AND�0ROJECT�-ANAGER�WILL�ENSURE� 
THAT�EACH�PERSON�WHO�IS�RESPONSIBLE�FOR�ONE�OR�MORE�OF�THE�RISK�RESPONSES�IS�AWARE�OF�AND� 
UNDERSTANDS�THEIR�RESPONSIBILITY� 

���#OMPLETE�AN�UPDATED�RISK�RESPONSE�PLAN�FOLLOWING�QUARTERLY�MEETINGS���4HE�UPDATED�PLAN� 
WILL�BE�SUBMITTED�TO�THE�0ROJECT�-ANAGER�AND�0ROGRAM�-ANAGER�WITH�AN�ASSESSMENT�OF�ANY� 
CHANGES�IN�RISKS��THE�PROGRESS�IN�FOLLOWING�THE�PREVIOUS�MONTH�S�RISK�RESPONSE�PLAN��AND�THE� 
STATUS�OF�THE�CONTINGENCY�RESERVE�BALANCE� 

!S�PART�OF�#ALTRANS�QUARTERLY�REPORTING�PROCESS��THE�0ROGRAM�-ANAGER�WILL�SUBMIT�TO�THE�$ISTRICT� 
$IRECTOR��#HIEF�%NGINEER��AND�$IRECTOR�THE�UPDATED�RISK�RESPONSE�PLAN�THAT�DElNES�POTENTIAL� 
SCOPE��COST��AND�SCHEDULE�ISSUES�RELATED�TO�RISKS�AND�MITIGATION�MEASURES� 

s� 1UANTIFYING�THE�EFFECT�OF�IDENTIlED�RISKS�IN�lNANCIAL�TERMS� 

#ALTRANS�2ESPONSE� 

���)N�ACCORDANCE�WITH�#ALTRANS�0ROJECT�2ISK�-ANAGEMENT�(ANDBOOK��THE�2ISK�2ESPONSE�4EAM� 
WILL�CLASSIFY�RISKS�AS�h(IGH�)MPACT�v�h-ODERATE�)MPACTv�AND�h,OW�)MPACTv�THROUGH�A�h1UALITATIVE� 
2ISK�!NALYSIS�v� 

���4HE�2ISK�2ESPONSE�4EAM�WILL�ESTIMATE�THE�MOST�PROBABLE�AND�CREDIBLE�lNANCIAL�IMPACT�OF� 
EACH�HIGH
IMPACT�RISK��SHOULD�IT�OCCUR� 

���#ALTRANS�WILL�UTILIZE�CONSULTANT�AND�INDUSTRY�EXPERTISE�AS�NEEDED� 

s� $EVELOPING�AND�MAINTAINING�DOCUMENTS�TO�TRACK�IDENTIlED�RISKS�AND�RELATED�MITIGATION�STEPS� 

#ALTRANS�2ESPONSE� 

���4HE�0ROJECT�2ISK�-ANAGEMENT�#OORDINATOR�WILL�MAINTAIN�RECORDS�OF�THE�INITIAL�AND�QUARTERLY� 
REVISED�ASSESSMENTS��QUALITATIVE�AND�QUANTITATIVE�ANALYSES��QUARTERLY�RISK�RESPONSE�PLANS�� 
AND�ASSESSMENTS�OF�PROGRESS�IN�IMPLEMENTING�THE�RISK�RESPONSE�PLAN� 

���4HE�0ROJECT�-ANAGER�WILL�INCORPORATE�THE�RISK�RESPONSE�PLAN�IN�THE�EVALUATION�OF�PROJECT� 
BUDGETING�AND�PROJECT�CONTROL�AND�MONITORING�ACTIVITIES��� 

���#ALTRANS�WILL�UTILIZE�CONSULTANT�AND�INDUSTRY�EXPERTISE�AS�NEEDED�TO�SUPPLEMENT�THIS�PROCESS� 
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3UNNE�7RIGHT�-C0EAK 
$ECEMBER��������� 
0AGE�� 

���4O�ENSURE�THAT�IT�FOLLOWS�GENERALLY�ACCEPTED�PRACTICES�FOR�COST�MANAGEMENT��#ALTRANS�SHOULD�DO� 
THE�FOLLOWING� 

s� 2EGULARLY�UPDATE�ITS�ESTIMATES�OF�CAPITAL�AND�SUPPORT�COSTS� 

#ALTRANS�2ESPONSE� 

��� #APITAL�/UTLAY�COST�ESTIMATES�WILL�BE�UPDATED�ANNUALLY�DURING�DESIGN� 
��� !�REVISED�#APITAL�/UTLAY�COST�ESTIMATE��THE�h%NGINEER�S�%STIMATEv	�WILL�CONTINUE�TO�BE� 
PREPARED�BEFORE�EACH�CONTRACT�IS�ADVERTISED� 

��� #APITAL�/UTLAY�ESTIMATES�WILL�BE�UPDATED�BY�THE�$IVISION�OF�#ONSTRUCTION�QUARTERLY�FOR� 
CONTRACTS�IN�CONSTRUCTION� 

��� #APITAL�/UTLAY�3UPPORT�COST�ESTIMATES�WILL�BE�UPDATED�QUARTERLY�BY�THE�0ROJECT�-ANAGER� 

� 

s� 2EGULARLY�REASSESS�ITS�CONTINGENCY�RESERVES�FOR�POTENTIAL�CLAIMS�AND�UNKNOWN�RISKS�� 
INCORPORATING�INFORMATION�RELATED�TO�RISKS�IDENTIlED�AND�QUANTIlED�THROUGH�ITS�RISK�ASSESSMENT� 
PROCESSES� 

#ALTRANS�2ESPONSE� 

��� )N�ACCORDANCE�WITH�#ALTRANS��POLICIES��THE�$IVISION�OF�#ONSTRUCTION�WILL�ASSESS�THE� 
ADEQUACY�OF�THE�CONTINGENCY�RESERVE�ON�EACH�CONSTRUCTION�CONTRACT�QUARTERLY� 

��� 4HE�0ROJECT�-ANAGER�WILL�RETAIN�CONTROL�OF�THE�BUDGETED�CONTINGENCY�RESERVES�FOR� 
INDIVIDUAL�CONTRACTS���4HESE�RESERVES�WILL�BE�BUDGETED�FOR�CONTRACT�RISKS�THAT�HAVE� 
BEEN�QUANTIlED�AND�THAT�ARE�DEEMED�HIGHLY�LIKELY�TO�OCCUR���"UDGETING�FOR�RISKS�WILL�BE� 
COORDINATED�WITH�THE�0ROGRAM�AND�0ROJECT�-ANAGERS� 

� 

s� 2EGULARLY�INTEGRATE�ESTIMATES�FOR�CAPITAL��SUPPORT�COSTS��AND�CONTINGENCY�RESERVES�INTO�A� 
PROGRAM
WIDE�REPORT� 

#ALTRANS�2ESPONSE� 

4HE�0ROJECT�-ANAGER�WILL�REPORT�QUARTERLY�ON�THE�STATUS�OF�THE�CONTINGENCY�RESERVE�BALANCE�AS� 
PART�OF�THE�UPDATED�RISK�RESPONSE�PLAN� 

���4O�ENSURE�THAT�IT�FOLLOWS�GENERALLY�ACCEPTED�MANAGEMENT�PRACTICES�FOR�COMMUNICATIONS� 
MANAGEMENT��#ALTRANS�SHOULD�DO�THE�FOLLOWING� 

s� 3UBMIT�QUARTERLY�STATUS�REPORTS�TO�THE�,EGISLATURE��AS�LAW�REQUIRES� 

#ALTRANS�2ESPONSE� 

#ALTRANS�AGREES� 
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3UNNE�7RIGHT�-C0EAK 
$ECEMBER��������� 
0AGE�� 

s� %NSURE�THAT�REPORTS�TO�THE�&(7!�AND�OTHER�STAKEHOLDERS�REmECT�CURRENT�DATA�AND�PROVIDE�AN� 
ACCURATE�REPRESENTATION�OF�THE�PROGRAM�S�STATUS� 

#ALTRANS�2ESPONSE� 

#ALTRANS�AGREES� 

s�	 7HEN�KEY�EVENTS�OCCUR��SUCH�AS�A�BID�OPENING�FOR�A�MAJOR�PROJECT��QUICKLY�INFORM�
 
STAKEHOLDERS�HOW�THESE�KEY�EVENTS�AFFECT�THE�OVERALL�PROGRAM�BUDGET�AND�SCHEDULE�
 

#ALTRANS�2ESPONSE� 

4HE�IMPACT�OF�THESE�EVENTS�ON�THE�BUDGET�AND�SCHEDULE�WILL�BE�REmECTED�IN�THE�QUARTERLY� 
UPDATES�OF�THE�RISK�RESPONSE�PLAN��PROJECT�STATUS�REPORTS��AND�THE�STATUTORILY�REQUIRED�REPORTS��� 
)N�ADDITION��UPDATING�WILL�BE�REPORTED�TO�STAKEHOLDERS�IMMEDIATELY�IF�WARRANTED�BY�SIGNIlCANT� 
EVENTS� 

#ALTRANS�APPRECIATES�THE�OPPORTUNITY�TO�RESPOND�TO�THE�"UREAU�OF�3TATE�!UDITS��$RAFT�!UDIT�2EPORT��)F� 
YOU�HAVE�ANY�QUESTIONS��OR�REQUIRE�FURTHER�INFORMATION��PLEASE�CONTACT�'ERALD�,ONG��%XTERNAL�!UDIT� 
#OORDINATOR��AT�����	����
����� 

3INCERELY� 

�3IGNED�BY��,AWRENCE�(��/RCUTT�FOR	 

7),,�+%-04/. 
$IRECTOR 

�����	 #ALIFORNIA�3TATE�!UDITOR�2EPORT�����
���
 



����� #ALIFORNIA�3TATE�!UDITOR�2EPORT�����
���

#/--%.43 
#ALIFORNIA�3TATE�!UDITOR�S�#OMMENTS�
 
ON�THE�2ESPONSE�&ROM�THE�"USINESS��
 
4RANSPORTATION�AND�(OUSING�!GENCY
 

NUMBERS�BELOW�CORRESPOND�W
4O�PROVIDE�CLARITY�AND�PERSPECTIVE��WE�ARE�COMMENTING� 

ON�THE�RESPONSE�TO�OUR�AUDIT�REPORT�FROM�THE�"USINESS�� 
4RANSPORTATION�AND�(OUSING�!GENCY��AGENCY	��4HE� 

ITH�THE�NUMBERS�WE�HAVE�PLACED� 
IN�THE�MARGIN�OF�THE�AGENCY�S�RESPONSE�� 

4HE�CONCERN�RAISED�IN�OUR�REPORT�IS�NOT�THAT�THE�$EPARTMENT�� 
OF�4RANSPORTATION��#ALTRANS	�DID�NOT�REPORT�ANY�EXPENDITURE� 
INFORMATION�BUT�RATHER�THAT�#ALTRANS�DID�NOT�TIMELY�REPORT�AN� 
ACCURATE�STATUS�OF�THE�4OLL�"RIDGE�3EISMIC�2ETROlT�0ROGRAM�S� 
�PROGRAM	�lNANCIAL�CONDITION��INCLUDING�REALISTIC�ESTIMATES�OF� 
FUTURE�COSTS��!S�WE�NOTE�ON�PAGE�����THE�#ALTRANS�DIRECTOR�STATES� 
THAT�#ALTRANS�PREPARED�NO�PROGRAM
WIDE�UPDATE�OF�THE�PROGRAM�S� 
COST�ESTIMATES�BETWEEN�!PRIL������AND�!UGUST�������&URTHER��AS� 
WE�NOTE�ON�PAGE����OF�THE�REPORT��DESPITE�HAVING�TO�CERTIFY�TO�THE� 
&EDERAL�(IGHWAY�!DMINISTRATION��&(7!	�THAT�THE�COST�DATA�IN�ITS� 
.OVEMBER������lNANCIAL�PLAN�UPDATE�WAS�ACCURATE�AND�PROVIDED� 
A�REALISTIC�ESTIMATE�OF�FUTURE�COSTS��#ALTRANS�DID�NOT�PERFORM� 
THE�WORK�NECESSARY�TO�SUPPORT�THIS�CERTIlCATION��!S�A�RESULT��WE� 
FOUND�THAT�SIGNIlCANT�DIFFERENCES�EXISTED�BETWEEN�THE�COST�DATA� 
#ALTRANS�REPORTED�TO�&(7!�IN�.OVEMBER������AND�#ALTRANS�� 
INTERNAL�RECORDS���� 

4HE�DElNITION�OF�A�COST�OVERRUN�USED�IN�OUR�REPORT�IS�THE�SAME�
 
AS�THAT�USED�BY�#ALTRANS�IN�ITS�REPORT�TO�&(7!��7HEN�#ALTRANS� 
PROVIDED�DETAILED�INFORMATION�TO�THE�FEDERAL�GOVERNMENT� 
SUPPORTING�ITS�.OVEMBER������lNANCIAL�PLAN�UPDATE��IT�NOTED� 
EACH�INSTANCE�IN�WHICH�A�PROJECT�S�ESTIMATED�COST�EXCEEDED� 
BUDGET�AS�AN�hESTIMATED�COST�OVERRUN�v�&OR�EXAMPLE��IT� 
CHARACTERIZED�THE�SIGNATURE�SPAN�AND�9ERBA�"UENA�)SLAND� 
COMPONENT�OF�THE�3AN�&RANCISCO
/AKLAND�"AY�"RIDGE�S�EAST�SPAN� 
�%AST�3PAN	�AS�HAVING�A������MILLION�ESTIMATED�COST�OVERRUN� 
EVEN�THOUGH�A�SIGNIlCANT�PORTION�OF�THIS�AMOUNT�RELATED�TO� 
CONTRACTS�FOR�WHICH�#ALTRANS�HAD�NOT�YET�RECEIVED�BIDS� 

#ALIFORNIA�3TATE�!UDITOR�2EPORT�����
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� 7E�DID�NOT�MAKE�A�DETERMINATION�WHETHER�#ALTRANS��FAILURE�TO�
REPORT�ON�THE�PROGRAM�S�STATUS�WAS�hAN�ATTEMPT�TO�WITHHOLD� 
COST�INFORMATION�v�(OWEVER��AS�WE�NOTE�IN�THE�DISCUSSION� 
BEGINNING�ON�PAGE����OF�THE�REPORT��HAD�#ALTRANS�BEEN� 
DILIGENT�IN�ITS�RESPONSIBILITIES��IT�SHOULD�HAVE�KNOWN�AS�EARLY�AS� 
.OVEMBER������THAT�THE�PROGRAM�WAS�IN�lNANCIAL�TROUBLE�� 

�
 #ALTRANS�CONTRADICTS�ITSELF�IN�THIS�PARAGRAPH��#ALTRANS�ASSERTS�THAT� 
ITS�BRIElNGS�BEFORE�THE�#ALIFORNIA�4RANSPORTATION�#OMMISSION� 
�COMMISSION	�hCLEARLY�LAID�OUT�THE�STATUS�OF�THE�PROGRAM�v�WHICH� 
IMPLIES�THAT�#ALTRANS�WAS�REPORTING�NOT�ONLY�THE�PROGRAM�S� 
EXPENDITURES��BUT�ALSO�A�REALISTIC�ESTIMATE�OF�THE�PROGRAM�S�FUTURE� 
COSTS��(OWEVER��EARLIER�IN�THIS�PARAGRAPH�#ALTRANS�STATES�THAT�NONE� 
OF�ITS�REPORTS�BEFORE�-AY�����������INDICATED�THAT�#ALTRANS�WAS� 
PROJECTED�TO�SPEND�MORE�THAN�THE�BUDGET�IN�!SSEMBLY�"ILL������� 
!S�WE�NOTE�ON�PAGE����OF�THE�REPORT��DESPITE�HAVING�TO�CERTIFY�TO� 
&(7!�THAT�THE�COST�DATA�IN�ITS�.OVEMBER������REPORT�WAS�ACCURATE� 
AND�PROVIDED�A�REALISTIC�ESTIMATE�OF�FUTURE�COSTS��#ALTRANS�DID�NOT� 
PERFORM�THE�WORK�NECESSARY�TO�SUPPORT�THIS�CERTIlCATION��!S�A�RESULT�� 
WE�FOUND�THAT�SIGNIlCANT�DIFFERENCES�EXISTED�BETWEEN�THE�COST�DATA� 
#ALTRANS�REPORTED�TO�&(7!�IN�.OVEMBER�������WHEN�#ALTRANS�SAID� 
PROJECT�COST�OVERRUNS�WOULD�REQUIRE������MILLION�OF�THE�PROGRAM�S� 
�����MILLION�CONTINGENCY�RESERVE��AND�#ALTRANS��INTERNAL�RECORDS�� 

�
 #ALTRANS�ASSERTS�THAT�THE�BID�OPENING�FOR�THE�SIGNATURE� 
SPAN�S�SUPERSTRUCTURE��WHICH�REPRESENTED������MILLION�OF� 
THE������BILLION�FUNDING�SHORTFALL��WAS�THE�DRIVING�FACTOR�FOR� 
REPORTING�COST�OVERRUNS�TO�THE�,EGISLATURE�WHEN�IN�REALITY��OTHER� 
SIGNIlCANT�FACTORS�SHOULD�HAVE�DRIVEN�IT�TO�REPORT�SOONER��4ABLE��� 
ON�PAGE����SHOWS�COST�OVERRUNS�FOR�THE�PROGRAM�������MILLION� 
RELATES�TO�THE�SKYWAY���������BILLION�RELATES�TO�THE�SIGNATURE�SPAN� 
�WHICH�INCLUDES�THE������MILLION�INCREASED�COST�ESTIMATE�FOR� 
THE�SUPERSTRUCTURE�BID	�������MILLION�RELATES�TO�OTHER�%AST�3PAN� 
PROJECTS�������MILLION�RELATES�TO�THE�2ICHMOND
3AN�2AFAEL� 
"RIDGE��AND������MILLION�RELATES�TO�THE�NEED�FOR�ADDITIONAL� 
PROGRAM�CONTINGENCY�RESERVES��)NTERSPERSED�AMONG�THE�COST� 
INCREASES�FOR�SPECIlC�PROJECTS�IS������MILLION�OF�ADDITIONAL� 
SUPPORT�COSTS�THAT�WERE�NEEDED�BECAUSE�#ALTRANS�EXTENDED�THE� 
PROGRAM�S�LENGTH�BY�FOUR�YEARS��7HILE�WE�RECOGNIZE�THAT�THE�BID� 
FOR�THE�SUPERSTRUCTURE�WAS�A�SIGNIlCANT�EVENT��IT�SHOULD�NOT�HAVE� 
BEEN�THE�DRIVING�FACTOR�FOR�REPORTING�TO�THE�,EGISLATURE�� 

�
 #ALTRANS�SAYS�IT�HAD�NOT�CONDUCTED�ENOUGH�ANALYSIS�UNTIL�THE� 
END�OF�*ULY������TO�CONCLUDE�THAT�THE�%AST�3PAN�WOULD�BE�OVER� 
BUDGET��HOWEVER��THERE�WAS�SUFlCIENT�INFORMATION�FOR�IT�TO�HAVE� 
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CONDUCTED�SUCH�AN�ANALYSIS�IN�.OVEMBER�������IF�IT�HAD�MADE� 
THE�EFFORT�TO�ACCURATELY�REPORT�TO�&(7!��&OR�EXAMPLE��AS�WE�NOTE� 
ON�PAGE�����WITH�THE�LENGTHENED�SCHEDULE�FOR�THE�%AST�3PAN�� 
#ALTRANS�WOULD�HAVE�ONLY�HAD�ENOUGH�FUNDS�TO�PAY�FOR�ABOUT� 
ONE
AND
A
HALF�YEARS�OF�SUPPORT�COSTS�AT�A�TIME�WHEN�IT�REPORTED� 
TO�&(7!�IN�.OVEMBER������THAT�THE�PROGRAM�S�SCHEDULE�WOULD� 
EXTEND�FOR�ANOTHER�EIGHT�YEARS��)N�ADDITION��IN�.OVEMBER������ 
#ALTRANS�REPORTED�THAT�IT�HAD�COMMITTED�ALL�BUT������MILLION�OF� 
ITS�PROGRAM�CONTINGENCY�RESERVE��DESPITE�THE�FACT�THAT�IT�HAD�NOT� 
YET�RECEIVED�A�BID�FOR�THE�SIGNATURE�SPAN�S�SUPERSTRUCTURE� 

�
 #ALTRANS�INTENT�TO�TIME�ITS�FUTURE�UPDATES�OF�COST�ESTIMATES�FOR� 
PROJECTS�UNDER�CONSTRUCTION�AND�FOR�SUPPORT�COSTS�WITH�THE� 
LEGALLY�MANDATED�QUARTERLY�REPORT�IS�A�GOOD�lRST�STEP��BUT�IS� 
INADEQUATE�GIVEN�THE�PROGRAM�S������BILLION�COST�AND�ITS�HIGH� 
RISK��"ASED�ON�ITS�EXPERIENCE�WITH�THE�BID�FOR�THE�SIGNATURE� 
SPAN�S�SUPERSTRUCTURE��ANNUAL�UPDATES�OF�COST�ESTIMATES�FOR�UNBID� 
PROJECTS�MAY�NOT�PROVIDE�UP�TO�DATE�AND�RELEVANT�INFORMATION�� 
-ORE�FREQUENT�RATHER�THAN�LESS�FREQUENT�UPDATES�OF�COST�ESTIMATES� 
WOULD�ALLOW�#ALTRANS�MANAGEMENT�TO�BE�ALERTED�OF�PROBLEMS� 
SOONER�AND�BE�ABLE�TO�IMPLEMENT�CORRECTIVE�ACTION�AS�WELL� 
AS�NOTIFY�STAKEHOLDERS�WELL�IN�ADVANCE�BEFORE�COST�OVERRUNS� 
SOAR�OUT�OF�CONTROL��!S�WE�NOTE�ON�PAGE�����&(7!�STRONGLY� 
RECOMMENDS�DEVELOPMENT�OF�A�MONTHLY�REPORT�WITH�CURRENT� 
COST�FORECASTS��-OREOVER��TO�MEET�ITS�MANDATE�UNDER�STATE�LAW�TO� 
REPORT�TO�THE�,EGISLATURE�WHEN�IT�DETERMINES�THAT�THE�PROGRAM�S� 
ACTUAL�COSTS�EXCEED�THE�BUDGET��WOULD�NECESSITATE�MORE� 
FREQUENT�INTERNAL�MONITORING�OF�THE�PROGRAM�S�EXPENDITURES� 
AND�ESTIMATED�PROJECTED�COSTS�SO�THAT�IT�CAN�APPROPRIATELY�MAKE� 
THIS�DETERMINATION��)N�CONTRAST�TO�#ALTRANS��INTENDED�CORRECTIVE� 
ACTION��WE�NOTE�ON�PAGE����THAT�FOR�PROGRAMS�UNDER�THE�2EGIONAL� 
-EASURE���0ROGRAM��THE�COMMISSION�RECEIVES�MONTHLY�REPORTS� 
FROM�ITS�OVERSIGHT�CONSULTANT�ON�THE�COST�AND�SCHEDULE�STATUS�OF� 
EACH�PROJECT��4HESE�REPORTS�PROVIDE�A�MECHANISM�TO�PROMPTLY� 
ALERT�THE�COMMISSION�TO�POTENTIAL�COST�AND�SCHEDULE�PROBLEMS� 
WITH�THE�PROGRAM�� 

�
 #ALTRANS�APPEARS�TO�MISS�THE�INTENT�OF�OUR�RECOMMENDATION�� 
7E�AGREE�WITH�#ALTRANS�THAT�IT�IS�IMPORTANT�TO�REASSESS�THE� 
CONTINGENCY�RESERVE�FOR�INDIVIDUAL�PROJECTS��HOWEVER��AS�NOTED� 
ON�PAGES����AND�����IT�IS�ALSO�IMPORTANT�FOR�#ALTRANS�TO�REASSESS� 
THE�SUFlCIENCY�OF�THE�CONTINGENCY�RESERVE�FOR�THE�ENTIRE� 
PROGRAM�BASED�ON�RISKS�IDENTIlED�AND�QUANTIlED�THROUGH�ITS� 
RISK�ASSESSMENT�PROCESS��)N�ADDITION��IT�IS�IMPORTANT�FOR�#ALTRANS� 
TO�REASSESS�CONTINGENCY�RESERVES�FOR�CONSTRUCTION�CONTRACTS�THAT� 
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HAVE�NOT�YET�BEEN�BID�AND�TO�DETERMINE�RESERVES�FOR�AWARDED� 
CONTRACTS�WHERE�ADDITIONAL�COSTS�ARE�QUANTIlABLE�AND�PROBABLE�� 
NOT�JUST�WHERE�THEY�ARE�DEEMED�HIGHLY�LIKELY�TO�OCCUR�� 
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!GENCY�S�COMMENTS�PROVIDED�AS�TEXT�ONLY� 

"AY�!REA�4OLL�!UTHORITY 
����%IGHTH�3TREET 
/AKLAND��#!�������
���� 

$ECEMBER��������� 

-S��%LAINE�-��(OWLE 
3TATE�!UDITOR 
"UREAU�OF�3TATE�!UDITS 
����#APITOL�-ALL��3UITE���� 
3ACRAMENTO��#!������� 

$EAR�-S��(OWLE� 

4HANK�YOU�FOR�AN�OPPORTUNITY�TO�REVIEW�PORTIONS�OF�THE�DRAFT�REPORT�TITLED�h$EPARTMENT�OF�4RANSPORTATION�� 
6ARIOUS�&ACTORS�)NCREASED�ITS�#OT�%STIMATED�FOR�4OLL�"RIDGE�2ETROlTS�AND�)TS�0ROGRAM�-ANAGEMENT� 
.EEDS�)MPROVING�v��"ASED�ON�OUR�REVIEW��WE�BELIEVE�THAT�YOUR�STAFF�HAS�COMPLETED�AN�EXTENSIVE�AND� 
THOROUGH�REVIEW�OF�THE�TOLL�BRIDGE�SEISMIC�PROGRAM� 

"ASED�ON�OUR�DISCUSSIONS�WITH�YOUR�STAFF��WE�UNDERSTAND�THAT�MOST�OF�OUR�COMMENTS�HAVE�BEEN� 
INCORPORATED�INTO�THE�REPORT��7E�LOOK�FORWARD�TO�RECEIVING�THE�FULL�REPORT�WHEN�IT�IS�COMPLETED� 

)F�YOU�NEED�ANY�ADDITIONAL�INFORMATION��PLEASE�CALL�ME�AT����
���
�����OR�2OD�-C-ILLAN�OF�MY�STAFF� 
AT����
���
���� 

3INCERELY�� 

�3IGNED�BY��!NN�&LEMER	 

!NN�&LEMER 
$EPUTY�$IRECTOR��/PERATIONS 

#ALIFORNIA�3TATE�!UDITOR�2EPORT�����
���� ����
 



CC�� -EMBERS�OF�THE�,EGISLATURE 
� /FlCE�OF�THE�,IEUTENANT�'OVERNOR 
� -ILTON�-ARKS�#OMMISSION�ON�#ALIFORNIA�3TATE 
� � 'OVERNMENT�/RGANIZATION�AND�%CONOMY 
� $EPARTMENT�OF�&INANCE 
� !TTORNEY�'ENERAL 
� 3TATE�#ONTROLLER 
� 3TATE�4REASURER 
� ,EGISLATIVE�!NALYST 
� 3ENATE�/FlCE�OF�2ESEARCH 
� #ALIFORNIA�2ESEARCH�"UREAU 
� #APITOL�0RESS 
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