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This report presents the results of our compliance audit of the business management functions 
and services of the California Public Utilities Commission (CPUC). These audits are routinely 
performed under the authority granted to the Department of General Services (DGS) by 
Government Code Sections 14615 and 14619. The objective of our audit was to determine 
compliance with policies set forth in the State Administrative Manual, and the terms and 
conditions of any specific delegations of authority or exemptions from approval granted by DGS. 
As applicable, the scope of our audits of state agencies includes, but is not limited to, 
compliance with policies governing contracting, purchasing, fleet administration, small business 
(SB) and disabled veteran business enterprises (DVBE) usage, driver safety and insurance, 
records management, surplus property, real estate and prompt payment of suppliers. Our audit 
was conducted in accordance with U.S. generally accepted auditing standards. 

Our review disclosed the following areas of noncompliance with state requirements that should 
be addressed by CPUC's management. The implementation of the recommendations 
presented in this report will assist CPUC in addressing these areas. 

• Contracting program policies and procedures are not ensuring full compliance with state
contracting requirements. The types of exceptions noted during our audit included: (1)
contracts not being processed in a timely manner; (2) funds not being retained and paid only
upon the satisfactory completion of an agreement; (3) prime contractors not being required
to report the actual percentage of SB/DVBE subcontractor participation; ( 4) documentation
not being maintained that a contract was entered into the state's centralized database for
contract and purchase transactions; (5) documentation not being prepared and/or
maintained justifying the cost of contracts with a dollar value under $5,000; and, (6) a legal
services contract not being signed (executed) by a party who had been delegated signature
authority in writing by CPUC's executive director.

Although most contracts with a dollar value of $5,000 or more are processed by the central
Contracts Office, we noted that some contracts meeting this criteria were processed by the
Business Services Office (BSO). In some instances, we found that required contracting
documents were not readily available in the BSO's contract files. Further, the BSO is using
a Purchasing Authority Purchase Order, STD. 65, form to procure small dollar value
services. Due to the different state requirements between procuring goods and services,
including different general terms and conditions, a STD. 65 should not be used to procure
services.

• CPUC's delegated purchasing practices are not sufficient to provide reasonable assurance
of compliance with the state's procurement statutes, policies, and procedures. Specifically,
CPU C's policies and procedures were not always ensuring full compliance with. state
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requirements governing the: (1) referencing of the State's Bidder Instructions and General 
Provisions in all competitive solicitations; (2) obtaining of bidder declaration forms from SB/ 
DVBEs that assist in verifying the performance of a commercially useful function; (3) 
obtaining of a copy of the supplier's sellers permit; (4) implementing of processes to ensure 
compliance with the Darfur Contracting Act; (5) entering of purchase transactions into the 
state's centralized database for contract and purchase transactions; (6) notification of the 
Department of Fair Employment and Housing of purchase awards in excess of $5,000; (7) 
completion of the state's non-competitively bid process for purchases made without 
competition; (8) establishment of fair and reasonable pricing for transactions of less than 
$5,000, including CAL-Card payment transactions; (9) maintenance of complete 
documentation for a small business option solicitation, including the certification status of 
businesses involved in the solicitation; and, (10) completion of a Purchasing Authority 
Purchase Order, STD. 65, that accurately references the procurement method and general 
provisions used to award the purchase order. 

In addition, leveraged procurement agreement (LPA) transaction files did not always contain 
copies of the contract cover page and pricing page(s) and support that the SB/DVBE 
certification status of applicable LPA contractors was verified prior to issuing an order for an 
IT procurement. 

At the time of our audit testing, CPUC also did not maintain central procurement files. In 
order for us to obtain necessary supporting documents for a transaction, CPUC 
procurement staff often had to search their individual email and procurement desk files to 
determine if the requested documents could be located and provided for audit purposes. 

• CPUC's driver safety and insurance program is not ensuring that employees who use their
own vehicle to conduct state business complete and annually update a vehicle certification
form. Policies and procedures are also not ensuring that frequent drivers attend a defensive
driver training course every four years. Further, CPUC has not been submitting an annual
defensive driver training report to DGS.

• Records retention schedules are not being completed and updated in a timely manner.

• CPUC's fleet administration program is not ensuring compliance with a number of state
policies and procedures including requirements for: (1) updating fleet asset information into
DGS' Fleet Asset Management System on a monthly basis; (2) establishing controls that
would help prevent abusive fleet card practices; and, (3) annually renewing a vehicle home
storage permit for each state employee who frequently stores a state-owned vehicle at or in
the vicinity of his/her home.

• Invoice processing policies and procedures are not ensuring the prompt payment of
vendors.

During our review we also identified other matters requiring attention that we discussed with 
CPUC's management but are not included in this report. 

Overall, we concluded that CPUC's policies and procedures are not sufficient to provide 
reasonable assurance of compliance with requirements governing the state's various business 
management programs. However, it should be noted that we are pleased with CPUC's 
commitment shown to improve compliance with state requirements. Recently, we met with the 
commission's executive management who readily accepted the results of our audit and provided 
information on steps taken or being taken to improve compliance. These actions included 
developing and implementing a detailed corrective action plan addressing our purchasing 
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