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Allogation:

In September 2007, Amtrak Ynspeotor General Fred Weiderhold recelved a congressional requost
fiom Congressmar Jamos Obexstas, Chaitman of the United States House of Represontativos
Committee ont Transportation and Infrasteucture. Congressman Obotstar requested that the Amtrak
Offics of Inspector General (OIG”) investigate the circumstance in which the State of South Dakoia
(“SD*) replenished its Asronautlics Fund with Taxpayor Retief Act of 1997 (“TRA-97) funds after
the expenditure of 1,5 million dollars for the purchase of a State atiplano. Congressman Oberstav .
also requested that OIG conduot an andit of TRA-97 expenditures by all six Non-Antak statos,

The Amtrak OXG Office of Investigations (“O”) oponed a case foousing on the appropriateness of
the airplane purchase by-the State of South Dakota ag well as analyzing the expendliuges by South
Dakota and the 5 other states to determine their propricty with TRA-97.

Tnivestigative Summary:

OFs inquity addressed two essential questions, The first critical question addressed was whether
_South Dakota’s uge of the Amftrak finds was consistent with the Taxpayer Relief Act of 1997.

Ol found that South Dakota utilized State funds for the puchase of the alveraft, which makes it less
likely that the state’s utilization of the fonds was improper, This requires an intexpretation of the
TRA-97, as well as confinmation regarding for what putposes South Dakota utillzed the TRA-97

funds,

In our review, O examined the verfons relevant statutes, obtalned documents of the State -
expenditures, and Interviewed several persons with information, including State officials. This
review established that South Dakota did not utllize TRA-97 funds to purchase the sivoyaft, but vsed
State funding instead. The investigation initially revealed that TRA-97 money, which was
transferred into the South Dakota State Aeronautios Fund, was not separatoly accounted for, which
consed Inferest accrued on unused TRA-97 money to not bo caleulated. In October 2005, South
. Dakota comected this deficiency and xeallocated interest. Further analysis of South Dakota’s use of
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the TRA-97 funds depicls that it has, thus fax, wsed the fonds consistent with TRA-97,

The investigation fuxther revealed that testimony by a South Dakota official at a Febivary 1, 2005,
budget hearing of the Jolnt Appropriations Committee of the South Dakota Legislature raised
concerns that TRA-97 money was used to purchase an alveraft for the State, which is not an
allowable expenditure under TRA-97 and the Surface Transportation Revenue Actof 1998 (“STRA-
98”; Public Law 105-178), The officialtold our office during the interview of him that his testlinony
was inaccurate. The money used to purchase the alrcraft was drawn from the State Aeronautics
Fund. TRA-97 money was then used to replenish the State Aeronautics Fund, Subsequently, the
TRA-97 money in the State Aeronantics Fund was spent on qualified expenses. The othor State
officials interviewed also claim that the TRA-97 funds were used for qualified expenses.

A vaview of South Dakota’s TRA-97 expenditures indicates that the money was used for qualified
expenses, Soiith Dakota accounted for the $23,230,000 it received, plus acorued intexest of

© $7,147,201. The review and intexviews reveal that upon receipt of the TRA-97 nioney the finds
were put ina separate account, TR A-97 money was subsequently transferved to the State Aeronautics
Fund, the Highway Fund, or the Railroad Administration Fund, as needed. Our office sent
verificatlon letters to twenty-seven businesses of the one-hundred and fifty-oight identified
businesses and municipalities who recelved TRA-97 money, The retorns to date indicate that the
funds received weve used for allowable qualified expense projects. Our teview also revealed that in,
1993 the South Dakota Depaitment of Legislative Awdit opined that the Aeronautics Commission
had the authority to purchase aireraft under South Dakota Codified Laws,

The second critical question investigated was whether other non-Amitrak States ufilized the TRA-97
fonds propexly, :

In addition to South Dakota, the other five non-Amirak States at the time of TRA-97 and STRA-98
enactmont were Alaska, Hawaii, Malne, Oklahoma, and Wyoming, Since that time, Maine and
Oklahoma have acquired Amtrak service.

This office reviewed Public Law 105-34, TRA-97, Section 977, which details the requirement that
Amirak pay 1% of its TRA-97 rofind to each non-Amirak State. Amtrak’s refind was
$2,323,000,000, Each non-Amirak State veceived $23,230,000. TRA-97 set forth the allowable
“qualificd expenses.” In general, the qualified oexpenses wero for the acquisition and mamtenance of

Intercity passenger vail and bug service.

TRA-97 requires the States to refurn any unnsed portlon of the money and acerued interest to the
United States by the year 2010, In addition, any portion of the money used by the States and any
intereat thereon, which. is used for puiposes other than to finance qualified expenses, must be
retnrned, Specifically, TRA-97 did not provide for how the States shovld account for the monsy.

TRA-97 didnot xequive the States to provide Amtvak or Congress with a periedic accounting of the
$23,230,000.
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This office also yeviewed Section 9007 of STRA-98, which provided additional qualified expense
allowances to non-Amtrak States. 1t was provided for in STRA-98 that section 9007 shall take effect
as if included in the enactment of section 977 of TRA-97. In general, the STRA~98 qualified
expenses allow funding of mass frausit, highway, highway safety, yuval aly service, passenger
fenryboat service, and harbor improvemont projects. Similar to TRA-97, STRA-98 also did not
establish how the States should account for the money xeccived. Nor did STRA-98 require the States
to provide Amtrak or Congress with a periodic accounting of the $23,230,000,

Finally, Scction 209 of the Amtrak Refoxm and Accountability Act of 1997 (Public Law 105-134)
contained limitations on Amtrak’s use of the TRA-97 funds, Pursuant to Seciion 209, Amifrak is
Iimited in using any fonds xecelved under TRA-97 to! (a) Identified purposoes under sections $77(c)
and 977(e)(1) of the TRA-97; and (b) may not offset other amounts used for any purpose other than

the financing of such expenses.

This office also requested an accounting of TRA-97 money from the other five non-Amtrak States,
Alaska, Hawaii, Maine, Oklahoma, and Wyoming provided an accounting, which indicato that the
TRA-97 money was vsed for qualified expenses, consistent with the law.

Inxesponse to a follow-up request for clarification, the State of Hawail provided detalled docurmenis
on its TRA-97 expoenditures, This office questioned, and fuxther investigated, the expenditute of
$1,120,000 of TRA-97 funds on Febimary 28,-2001 by'the Depaitment of Land & Natural Resouices
for the acquisition of land fo prasesve “the scenic view plane of Lumahai Beach [Kauai] from Kuhio
Highway” (State Route 560). An examination of the response given by the Hawaii Department of
Transport&tlon and appl lcable federal law, Indlcates the purchase Is an allowable qualified expense.

A review of the remaining TRA-97 expenditures by Hawaii indicates they were for allowable

qualified expenses.

Repoxt to Congress:

On Pebruary 18, 2009, then Inspector General Weiderhold delivered to Congressman Oberslar, a
copy of a Report to Congress, which included the Investigative summary, the Investigative details,

conclusion, and relevant oxhibits,

Recommendations

Pending forther information or Congressional requests, this case should be close

Deputy Inspector Qeneral/Counsel: J,,(// {\f/’j/ Date: ;g/i é&’i -




