Washington State Ferries Performance Audit

Selected Firm and Award Amount

= Ermst & Young

=  Award: $785,00

Executive Responsible

= Mike Anderson

Key Project Milestones

Entrance Conferences: September 27 (Olympia)

Audit program based on process improvement risk assessment: October 31, 2006
= Preliminary Draft of Audit due to SAO, January 26, 2007

Final Draft due to SAO: TBD by SAO

This audit presents two special features:

= The scope of work issued the audit firm (Ernst & Young) is quite broad.

= The audit has high potential overlap with the financing review of WSF now being
conducted by the Joint Transportation Commission. Ferries Division staff provided
the auditor the preliminary information produced by the JTC consultant.

The audit team began work on September 27 and immediately requested and received
from WSF a large consignment of documents. WSF staff has prepared, among other
documents, a summary of the implementation steps taken to respond to prior performance
audits conducted in 1991, 1998 and 2001.

Field visits and interviews were conducted throughout October and November 2006.
David Hammond and Bill Greene at WSF have arranged for interviews and access to

records throughout this engagement.

Audit Status

Ernst and Young’s List of “Issues and Opportunities” Identified (Audit Phase 1):

Input from WSDOT was requested at the beginning of the audit, and mentioned in the
contract audit scope. The State Auditor completed the first phase of their audit on
October 30 and identified 27 “Issues and Opportunities” for the WSF. After reviewing
this list, WSDOT executive management discussed this list with E&Y on November 3,
2006 and prioritized the list of 27 “Opportunities” on November 6, 2006.




Washington State Ferries Performance Audit

SAQ’s Areas of Top Priority (Audit Phase 2)

The SAO and E&Y determined their priority for the audit:

Washington State Ferries (WSF) is a division of Washington State Department of
Transportation which faces potential conflicts between its proprietary (revenue
generating) interests and its needs to comply with policies, budgets, regulations, etc. as a
governmental entity.

Approach: Evaluate the efficiency and economy of the following areas of operations.

= Vessel maintenance and preservation
= Services (Specific Ferry Routes)
= Terminal Maintenance, Preservation and Operations

On 11/17, SAO agreed to move the audit of Ferries Administrative costs and functions to the
audit of WSDOT Administration. SAO was receptive to our suggesting this change, and agreed
that it would make the audit of WSDOT Administration more valuable.




