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Memorandum
To:

Tracie Winbigler
Executive Vice President and Chief Financial Officer

From:

Jim Morrison
Assistant Inspector General, Audits

Date:

August 5, 2020

Subject:

Governance: Observations on Amtrak’s Use of CARES Act Funds
(OIG-MAR-2020-013)

Beginning in March 2020, Amtrak (the company) experienced a sharp drop in ridership
and passenger revenues as a result of the coronavirus pandemic. The company
responded with cost-cutting actions, including canceling some train service and
reducing management pay and retirement benefits. Despite these actions, the company
projected that revenues would still not cover its reduced costs and requested assistance
from Congress. Congress responded by providing the company with $1.018 billion
through the Coronavirus Aid, Relief, and Economic Security Act (CARES Act) 1 to
“prevent, prepare for, and respond to” the coronavirus pandemic. Projecting a slow
return of passengers through next year, the company requested an additional
$1.475 billion in supplemental funding for FY 2021, which company executives say is
necessary to operate minimum service levels across the passenger rail network and
continue capital investments for the future.
On April 16, 2020, we began an audit to monitor and assess how the company is using
CARES Act funds and the controls it has in place to accurately account for and report
on them. We conducted interviews with key company personnel from the Finance,
Human Resources, and Procurement departments, and we reviewed monthly
expenditure reports and supporting documentation to identify and assess the
company’s processes for tracking CARES Act funds. We also reviewed the company’s
efforts to verify the accuracy of its reporting. This interim report provides data on
CARES Act funds the company spent from March 1, 2020, through June 30, 2020, and
information about controls related to these funds that the company put in place during
Coronavirus Aid, Relief, and Economic Security (CARES) Act, Pub. L. No. 116-136, div. B, title XII, 134
Stat. 281 (2020).
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this period. 2, 3 We plan to continue to review the company’s use of CARES Act funds
through the end of the fiscal year. As part of this continued effort, we plan to assess the
effectiveness of its processes and controls and to address other issues of interest to
stakeholders.
In commenting on a draft of this report, the Executive Vice President/Chief Financial
Officer acknowledged the importance of our observations and identified specific actions
the company plans to complete by October 30, 2020, to implement them. These include
incorporating alternative billing methods into the fiscal year (FY) 2021 state agreements,
completing more timely expense testing, and developing a supplies-tracking sheet for
office worksite coordinators to manage pandemic-related inventory. For management’s
complete response, see Appendix A.

BACKGROUND
The company received CARES Act funds through amendments to its FY 2020 grant
agreements for the Northeast Corridor and National Network. 4 Although the
amendments require the company to report coronavirus-related spending in its
monthly grant expenditure report to the Federal Railroad Administration (FRA),
the Act places few restrictions on how the company uses most of these funds. One key
restriction, however, is that the Act sets aside $239 million to offset costs that states owe
to the company for providing intercity passenger rail service.
State-supported services. Under cost-sharing agreements with the states, the company
provides intercity train service to 17 states on 28 routes. 5 Under these agreements, the
company invoices each state monthly for the amount that its operating costs for these
services exceed ticket revenues. The company uses the Amtrak Performance Tracker
(APT) system to assign or allocate all revenue and expense to trains based on a set of
allocation rules developed jointly with FRA through the Volpe National Transportation
Although the CARES Act was not enacted until March 27, 2020, and funds were not distributed to
Amtrak until April 10, 2020, the company plans to use the funds beginning March 1 to cover costs
incurred as a result of the pandemic.
3 Our work was conducted in accordance with standards we developed for alternative products.
4 Congress provides annual funding through the Northeast Corridor and National Network grants.
The National Network includes state-supported and long-distance routes.
5 In 2008, Congress passed the Passenger Rail Investment and Improvement Act of 2008 (PRIIA). Section
209 required the company to develop and implement a standardized methodology for establishing and
allocating among the states and Amtrak the operating and capital costs of providing intercity rail
passenger service on designated corridors, or routes of not more than 750 miles.
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Systems Center. Congress mandated the creation of APT, and the company began using
it in FY 2010. The CARES Act, however, limits the amount that the company can invoice
the states for their share of these services in FY 2020 to 80 percent of the amount each
state paid in FY 2019. For example, if a state paid the company $1 million for this
service, the state cannot pay more than $800,000 in FY 2020. To offset this reduction, the
CARES Act provides $239 million in funds that the company is to draw down each
month to cover the difference between the full cost of providing state-supported
services and the reduced amount the company can charge the states.
Remaining funds. The company plans to use its remaining CARES Act funds in
four categories and developed estimates for each category. Before it began spending
these funds, the company developedand FRA agreed witha formal plan identifying
how the company expected to use, report, and account for funds in each. 6 Through
June 2020, the company has spent about $402 million of the $1.018 billion in total funds
(39 percent), as Figure 1 shows. 7

These company estimates are not binding; FRA has approved the general categories of expenses, but
FRA confirmed that the company may use the funds as it chooses within these categories.
7 These are the most current data available for our assessment.
6
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Figure 1. Use of CARES Act Funds Through June 2020

Source: OIG analysis of Finance department data
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PRELIMINARY OBSERVATIONS
The company moved swiftly to develop a comprehensive plan for using, tracking,
and reporting on CARES Act funds. Company managers communicated this plan to
primary stakeholders and adjusted it based on their feedback. In some cases, the
company is using existing processes and policies to track and manage the funds; for
example, the company is using its payroll system to assign CARES Act funds for
general salaries and wages. In other cases, the company has developed new processes
and accounting codes to track the funds; for example, the company is using a new
process to approve leave for coronavirus-related absences and a separate payroll code
to track these costs. We observed and discussed these processes with the responsible
departments and confirmed that they are in place, but we have not yet completed the
work needed to test whether these processes are effective controls in safeguarding
CARES Act funds. As we continue our audit, we plan to perform additional work, such
as site visits and transaction sampling, to assess the effectiveness of these processes.
During our ongoing work, we identified the following three areas where additional
focus could reduce risks:
•

PRIIA 209 cost-sharing agreements. The drastic impact of the pandemic on
service levels has heightened longstanding issues between the company and
some states relating to how costs are shared under PRIIA Section 209. These
issues affect the company’s use of CARES Act funds because the cost-sharing
formulas determine the amounts it draws down to offset state costs. With states’
agreement, the company is using a legacy process to calculate state contributions
in FY 2020 while ensuring that the invoices do not exceed the 80 percent limit
stipulated in the CARES Act.
Although company officials, states, and FRA told us they are working together to
address issues related to the application of CARES Act funds, some state officials
told us they continue to have difficulty understanding the relationship between
service levels and costs, which impacts their ability to make informed decisions.
For example, one state representative told us the company cannot tell a state how
much it would cost to add a car to a train. Another representative told us they
did not know how much it would save the state if it reduced the frequency of
some routes. Many of the states are facing budget shortfalls in the coming fiscal
year, and such information would help them identify opportunities to reduce
costs.
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The company is taking steps to provide transparency over how it is drawing
down the $239 million of CARES Act funds set aside for state-supported services,
including steps to improve communication and states’ access to data. For
example, since April 2020, the company has been participating in weekly
meetings with the states, FRA, and the State-Amtrak Intercity Passenger Rail
Committee (SAIPRC). 8 Nevertheless, state officials told us they believe the
company needs to do more to ensure that states have the information they need
to align service decisions with fiscal constraints. Given the significance of this
issue, our office initiated a separate audit to assess how states and the company
are working to resolve problems and concerns inherent to the process.
•

Spending verifications. The company’s independent review of CARES Act
expenditures through June is behind schedule; therefore, the company cannot
ensure that the data it is reporting to FRA are accurate and complete. As part of
its pledge to increase accountability, compliance, and transparency, the company
committed to independently review the monthly grant expenditure reports it
submits to the FRA. The compliance plan stated that the company intended to
complete a two-part review prior to submitting the monthly report. The
two parts include (1) tracing the amounts back to source accounts, and (2) testing
a sample of the individual expenditures that departments charged to the
accounting codes related to the coronavirus.
Such testing would help verify that purchases charged to these codes represent
appropriate uses of CARES Act funds. In June, however, a manager in the Risk
Management and Controls group told us that, although he had completed the
first review, he had not started testing individual expenditures because he had
not yet developed a testing approach. He told us the group was finalizing an
approach and plans to complete the testing of April expenditures by mid-July
2020. In commenting on a draft of this report, the company told us that it is still
in the process of testing April expenditures but plans to conduct more timely
tests of future expenditures. Performing these reviews in a more timely manner
could help the company quickly identify any potential problemssuch as a
department misunderstanding the appropriate uses of the coronavirus-related
accounting codesand fix them before they could result in erroneous charges.

Congress directed SAIPRC to facilitate collaboration among the company, states, and the FRA and to
oversee implementation of a standard cost-sharing methodology for state-supported services.
8
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The manager in the Risk Management and Controls group agreed that the
reviews could be timelier.
•

Supplies and Equipment. The company is taking positive steps to ensure
equitable distribution of scarce supplies and equipment but will need to continue
to focus on protecting these goods from loss at end-user locations like offices and
crew bases. The company added measures to its procurement and distribution
processes to ensure that it equitably distributes hard-to-find cleaning supplies
and personal protective equipment across its facilities and worksites. The
company is using designated points of contact for each department to order
items such as face masks, cleaning wipes, and hand sanitizer. This process helps
ensure that departments request and obtain only the amount of supplies they
reasonably need to support operations. The Procurement department is also
monitoring weekly use and distribution of these items to forecast future need
and to verify departments’ needs when they request additional supplies.
Through these actions, the company is demonstrating good stewardship of the
equipment and goods it purchases with CARES Act funds.
Although the company’s new processes help ensure that goods are procured and
distributed in a fair manner, the company may need to focus additional attention
on securing high-demand supplies at end-user locations like offices and crew
bases as more employees return to worksites. As a result of the pandemic, the
demand for goods like hand sanitizer has increased for households and
businesses alike, making these products more costly and difficult to obtain.
These conditions raise the risk that employees may misappropriate these goods
for personal use or for profit. The company is working hard to acquire and
distribute these products in sufficient quantities to keep employees safe at work.
If worksite managers do not protect these supplies adequately, there may not be
enough to maintain safe worksites and instill confidence in employees that
returning to work is safe. As we continue our work, we will assess worksite
controls over personal protective equipment and other scarce supplies.

CONCLUSIONS
We are encouraged by the company’s initial steps to use, account for, and report on the
CARES Act funds. The company is committed to providing transparency and
demonstrating fiscal responsibility over its use of these funds. Going forward, however,
a focus on providing more transparent data on how changes in service will affect state
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costs will help states as they work through their own budgetary crises. In addition, a
more timely verification of pandemic-related expenses will help demonstrate that the
company is being a responsible steward of taxpayer dollars. This is especially important
considering that the company has requested $1.475 billion in supplemental funding for
FY 2021 to mitigate expected shortfalls in passenger revenue into the next fiscal year.
Finally, ensuring that adequate controls are in place to safeguard scarce pandemicrelated materials and equipment throughout all links in the supply chain will ensure
that these products are available to support the safety and health of the company’s
workers and the traveling public.

MANAGEMENT COMMENTS AND OIG ANALYSIS
In commenting on a draft of this report, the company’s Executive Vice President/Chief
Financial Officer acknowledged the importance of our observations and described the
company’s actions and plans to address them, which we summarize below.
•

Observation 1: Management acknowledged that the issue of how service levels
affect state costs has been ongoing for many years and reiterated the company’s
commitment to increase communication during the pandemic. Management
stated that they are currently working with the states to incorporate alternative
billing methods in the event of sudden service changes. The target completion
date is October 30, 2020.

•

Observation 2: Management acknowledged the need to complete testing of
individual expenditures related to CARES Act funds on a timely basis.
Management stated that its Risk Management and Controls group is working
diligently to catch up on completing its testing of April expenses and is planning
to complete future testing of expenditures within 30 days of submitting the
monthly expense report to the FRA. The target completion date is
September 30, 2020.

•

Observation 3: Management acknowledged and agreed that it is important to
ensure that adequate controls are in place to reduce the risk of loss for supplies
such as masks, gloves, and hand sanitizers that are in high demand during the
pandemic. Management stated that the Procurement department established
distribution guidance for these supplies at office sites and an email address for
site coordinators to report misuse of or missing supplies. Management also
stated that the Procurement department plans to establish a supplies tracking
sheet for its office sites. The target completion date is August 31, 2020.
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We will assess these actions as we continue our work. For management’s complete
response, see Appendix A.
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APPENDIX A
Management Comments
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APPENDIX B
Abbreviations
APT

Amtrak Performance Tracker

CARES

Coronavirus Aid, Relief, and Economic Security

FRA

Federal Railroad Administration

FY

fiscal year

PRIIA

Passenger Rail Investment and Improvement Act of 2008

SAIPRC

State-Amtrak Intercity Passenger Rail Committee

OIG

Amtrak Office of Inspector General

the company

Amtrak
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APPENDIX C
OIG Team Members
Eileen Larence, Deputy Assistant Inspector General, Audits
Leila Kahn, Senior Director, Audits
Katherine Moor, Senior Director, Audits
Todd Kowalski, Audit Manager
Candice Moreno, Senior Auditor
Rachel Powell, Auditor
Alison O’Neill, Communications Analyst

OIG MISSION AND CONTACT INFORMATION
Mission
The Amtrak OIG’s mission is to provide independent, objective oversight
of Amtrak’s programs and operations through audits and investigations
focused on recommending improvements to Amtrak’s economy, efficiency,
and effectiveness; preventing and detecting fraud, waste, and abuse; and
providing Congress, Amtrak management, and Amtrak’s Board of
Directors with timely information about problems and deficiencies relating
to Amtrak’s programs and operations.

Obtaining Copies of Reports and Testimony
Available at our website www.amtrakoig.gov

Reporting Fraud, Waste, and Abuse

Report suspicious or illegal activities to the OIG Hotline
www.amtrakoig.gov/hotline
or
800-468-5469

Contact Information
Jim Morrison
Assistant Inspector General, Audits
Mail: Amtrak OIG
10 G Street NE, 3W-300
Washington D.C., 20002
Phone: 202-906-4600
Email: James.Morrison@amtrakoig.gov

