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1 

Introduction 
 

As part of our audit of the State of Louisiana’s Comprehensive Annual Financial Report (CAFR) 
and the Single Audit of the State of Louisiana (Single Audit) for the fiscal year ended June 30, 
2017, we performed procedures at the Department of Transportation and Development (DOTD) 
to provide assurances on financial information that is significant to the state’s CAFR; evaluate 
the effectiveness of DOTD’s internal controls over financial reporting and compliance; and 
determine whether DOTD complied with applicable laws and regulations.  In addition, we 
determined whether management has taken actions to correct the findings reported in the prior 
year. 
 
DOTD is the state agency responsible for overseeing the transportation and water resource needs 
of Louisiana residents, businesses, and government partners.  DOTD’s mission is to deliver 
transportation and public works systems that enhance the quality of life and facilitate economic 
growth.  

 
 

Results of Our Procedures 
 

Follow-up on Prior-year Findings  
 
Our auditors reviewed the status of the prior-year findings reported in the DOTD management 
letter dated December 28, 2016.  We determined that management has resolved the prior-year 
findings related to Noncompliance with Subrecipient Monitoring Requirements and Inadequate 
Controls over Wage Rate Requirements. 
 
 

Current-year Findings  
 
Inadequate Controls over National Transit Database Reporting 
 
DOTD did not have adequate internal controls in place to ensure the National Transit Database 
(NTD) annual report submitted on behalf of the state and its subrecipients was accurate and 
complete for the Formula Grants for Rural Areas program (CFDA 20.509).  Auditors selected a 
sample of four subrecipients’ Reduced-Reporting (RR-20) Forms out of the 35 required to be 
submitted during fiscal year 2017 resulting from activity that occurred from July 1, 2015, to  
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June 30, 2016.  For two (50%) of the four reports tested, there were discrepancies identified 
between the operational information originally reported on the RR-20 Form and data from 
DOTD’s Statewide Transit Tracking and Reporting System (STTARS). 
 
The NTD, as required by Title 49 U.S.C §5335(a) and (b), is the primary source for information 
and statistics on U.S. transit systems and subjects any applicant receiving funds under Title 49 
U.S.C. §5311 to the NTD reporting requirements.  Title 49 U.S.C. §5311(b)(4) states that 
recipients of grants under the Formula Grants for Rural Areas program are required to submit an 
annual report to the Secretary of the U.S. Department of Transportation containing data specified 
in this section.  In addition, 2 CFR §200.303 requires non-Federal entities receiving federal 
awards to establish and maintain internal control designed to reasonably ensure compliance with 
federal statutes, regulations, and the terms and conditions of the federal award. 

 
There was no evidence of review by DOTD of the 2016 NTD report package prior to submission 
to the Federal grantor.  Failure to implement adequate controls over NTD reporting could result 
in inaccurate financial and operational data being reported and noncompliance with reporting 
requirements. 
 
DOTD should implement and maintain documentation of an adequate review process of the 
NTD report to ensure financial and operational information is accurate, complete, and properly 
supported, which includes validating the subrecipient data recorded in STTARS, prior to 
submission to the Federal grantor.  Management concurred with the finding and outlined a plan 
of corrective action (see Appendix A, page 1). 
 
Inadequate Controls over the Statewide Transit Tracking and Reporting System 
 
DOTD does not have adequate controls relating to user access and monitoring of activity in 
STTARS.  STTARS is a web-based application used by DOTD and subrecipients, or transit 
providers, of the Formula Grants for Rural Areas program (CFDA 20.509) to track and report 
data relating to the program, such as monthly expenditures and transit information including 
trips, hours, and mileage.  The expenditure information in STTARS is used by DOTD to 
reimburse subrecipients, while the operational data is used by DOTD to prepare the NTD report.  
The following weaknesses were noted: 
 

 As of October 2017, there were 15 DOTD employees with access to STTARS, all 
of which had full administrative access.  As administrators, these employees had 
full access to a listing of all active users that displays each user’s ID and password 
information.  Good internal controls require that user access is limited to true 
business need and prevents unauthorized access with the use of individual, unique 
passwords that are kept confidential. 

 
 DOTD is not adequately monitoring system activity within STTARS to determine 

if any modifications are made to data by subrecipients or other users.  In addition, 
logs are not available to provide an adequate trail of changes made to data.  Good 
internal controls require that systems are effectively monitored and any changes 
to data are logged to ensure the validity of data to detect unauthorized changes. 
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Failure to establish effective system controls related to STTARS could lead to inaccurate and 
incomplete data being reported to the Federal grantor regarding the operating effectiveness of the 
program.  Because there are a variety of users with administrative access to STTARS, there is a 
potential for unauthorized changes to the system’s data.  In addition, administrators have the 
ability to login as a subrecipient and change data relating to operations.  Furthermore, because 
there is no activity monitoring or system logs within STTARS, changes can easily be made at the 
subrecipient level without notice or prior authorization from DOTD. 
  
Management should limit full administrative access to STTARS to only those DOTD employees 
with a true business need.  In addition, to prevent unauthorized access, administrators should not 
have access to the login credentials of all users within the system.  DOTD should also implement 
an activity log for STTARS, so that any changes to data can be tracked and monitored, as well as 
linked to a specific user.  Lastly, all changes to data made by the subrecipient should be 
communicated to and approved by DOTD before the change is made.  Management concurred 
with the finding and outlined a plan of corrective action (see Appendix A, page 2).  
 
Noncompliance with Indirect Cost Rate Reimbursements 
 
DOTD reimbursed two subrecipients under the Formula Grants for Rural Areas program (CFDA 
20.509) for indirect costs without an approved indirect cost rate, resulting in noncompliance with 
federal regulations and questioned costs.  The indirect cost rates claimed each month varied from 
32% to 62% for one subrecipient and from 9.24% to 13.7% for the other subrecipient.  The total 
indirect cost amount reimbursed by DOTD to these two subrecipients from July 1, 2016, through 
June 30, 2017, was $106,181.  These were the only subrecipients to receive indirect costs during 
this time period. 
 
2 CFR §200.331(a)(4) requires that a pass-through entity identify to the subrecipient an approved 
federally recognized indirect cost rate negotiated between the subrecipient and the Federal 
Government or, if no such rate exists, either a rate negotiated between the pass-through entity 
and the subrecipient, or a de minimis indirect cost rate as defined in §200.414 Indirect (F&A) 
costs, paragraph (f).  Because of the absence of an approved indirect cost rate, these indirect 
costs reimbursed are unallowable in accordance with Office of Management and Budget Circular 
A-87 (2 CFR §225) and Uniform Guidance (2 CFR §200.414). 
 
Providing reimbursement of indirect costs to a subrecipient without a properly negotiated and 
approved indirect cost rate results in noncompliance with Federal requirements in addition to 
questioned costs that could require repayment to the federal grantor. 
 
DOTD should ensure all subrecipients requesting reimbursement for indirect costs under the 
Formula Grants for Rural Areas program have a properly approved indirect cost rate.  
Management concurred with the finding and outlined a plan of corrective action (see Appendix 
A, page 3). 
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Comprehensive Annual Financial Report (CAFR) -  
State of Louisiana  
 
As a part of our audit of the CAFR for the year ended June 30, 2017, we considered internal 
control over financial reporting and examined evidence supporting certain account balances and 
classes of transactions, as follows: 
 

Capital Outlay Escrow 
 
 Infrastructure 

 Construction-in-progress 

 Right-of-way 

 Expenditures 

 Accounts payable 

Transportation Trust Fund 
 
 Federal revenue (progress billings) 

Engineering and Operations 
 
 Operating and capital grant revenues (classification) 

Based on the results of these procedures, we did not report any internal control deficiencies or 
noncompliance with laws or regulations.  In addition, the account balances and classes of 
transactions tested, as adjusted, are materially correct. 
 
 

Federal Compliance - Single Audit of the State of Louisiana  
 
As a part of the Single Audit for the year ended June 30, 2017, we performed internal control and 
compliance testing as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance) on DOTD’s major federal program, as follows: 
 

 Formula Grants for Rural Areas (CFDA 20.509)  

Those tests included evaluating the effectiveness of DOTD’s internal controls designed to 
prevent or detect material noncompliance with program requirements and tests to determine 
whether DOTD complied with applicable program requirements.  In addition, we performed 
procedures on information submitted by DOTD to the Division of Administration’s Office of 
Statewide Reporting and Accounting Policy for the preparation of the state’s Schedule of 
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Expenditures of Federal Awards (SEFA) and on the status of the prior-year findings for the 
preparation of the state’s Summary Schedule of Prior Audit Findings, as required by Uniform 
Guidance. 
 
Based on the results of these Single Audit procedures, we reported findings related to Inadequate 
Controls over National Transit Database Reporting, Inadequate Controls over the Statewide 
Transit Tracking and Reporting System, and Noncompliance with Indirect Cost Rate 
Reimbursements.  These findings will also be included in the Single Audit for the year ended 
June 30, 2017.  In addition, DOTD’s information submitted for the preparation of the state’s 
SEFA and the state’s Summary Schedule of Prior Audit Findings, as adjusted, are materially 
correct.  
 
 

Other Procedures 
 
In addition to the CAFR and Single Audit procedures noted above, we performed certain 
procedures that included obtaining, documenting, and reviewing DOTD’s internal control and 
compliance with related laws and regulations over FuelTrac at the DOTD Districts where 
exceptions were noted in the prior year. 
 
Based on the results of the procedures performed, we found no issues or weaknesses that were 
required to be reported. 
 
 

Trend Analysis 
 
We compared the most current and prior-year financial activity using DOTD’s Annual Fiscal 
Reports and/or system-generated reports and obtained explanations from DOTD’s management 
for any significant variances. We also prepared an analysis of the significant funding sources of 
the capital outlay program over the last five fiscal years. 
 
In analyzing financial trends of DOTD over the past five fiscal years, federal funds provided 
$603,575,565 (69%) of the significant funding sources for the capital outlay program in fiscal 
year 2017. Although the proportion of federal funding remained consistent with the prior year, 
there was a $79,390,232 decrease in federal funds mostly due to the halting of projects during 
fiscal year 2017 due to emergencies such as the August 2016 flooding and due to projects funded 
with bonds nearing completion. The Transportation Trust Fund increased ($10 million) in fiscal 
year 2017 due to emergency activities performed by DOTD in response to the August 2016 
flooding. The State Highway Improvement Fund (SHIF) includes recurring SHIF funds and one-
time bond proceeds. The fiscal year 2017 decrease ($60 million) in SHIF and ($2 million) in the 
Transportation Infrastructure Model for Economic Development Fund is due to the projects 
associated with this funding being mostly completed. Finally, the Unclaimed Property Leverage 
Fund has continually increased over the past five years, which is due to the funds being used on 
the I-49 projects. 
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Exhibit 1 
Five-Year Trend of DOTD Capital Outlay 

Significant Funding Sources by Fiscal Year (FY) 
 

 
Source: FY 2013-2017 DOTD Capital Outlay AFRs 

 
 
 
 
 
 
 
 
  

2013 2014 2015 2016 2017

UNC PROP $6,756,431 $31,842,191 $48,903,418 $61,104,756 $74,734,802

SHIF $38,088,594 $96,813,855 $167,468,265 $115,146,017 $55,400,612

TIMED $92,166,719 $21,514,947 $21,496,037 $2,143,066 $(7,289)

TTF $159,527,116 $87,530,170 $102,469,587 $132,284,987 $142,715,881

HPCC $702,134,054 $606,068,002 $564,679,974 $682,965,797 $603,575,565
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Unclaimed Property Leverage Fund (UNC PROP) is a special fund that is funded by a portion of unclaimed property 
collected by the state. It contains two separate accounts, I-49 North and I-49 South, which can only be used to match federal 
funds for the costs associated with each respective project. 
 
State Highway Improvement Fund (SHIF) is a special fund established for the collection of registration and license fees 
and taxes to be used exclusively for funding projects that are part of the state highway system but not part of the federal 
system, and thus, is ineligible for federal highway funding assistance. 
 
Transportation Infrastructure Model for Economic Development (TIMED) program is funded by a 4 cents gasoline tax 
and composed of 16 projects approved by the legislature in 1989. Bonds were issued to accelerate the completion of the 
TIMED program. 
 
Transportation Trust Fund (TTF) is funded by a 16 cents gasoline tax, which is used exclusively for the construction and 
maintenance of the state and federal highway systems, the Statewide Flood-Control program, ports, airports, transit, traffic 
control, and the Parish Transportation Fund. 
 
Highway Planning and Construction Cluster (HPCC) provides federal grants to states to assist in the construction, 
rehabilitation, and preservation of the National Highway System; to provide aid for the repair of federal-aid highways 
following disasters; to foster safe highway design and improve bridge conditions; to support community-level transportation 
infrastructure; and to provide for other special purposes. 
 
Source: LA Constitution Article 7, Section 27; RS 47:820.1 and 47:820.2; www.whitehouse.gov; RS 48:196; RS 9:165 
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The recommendations in this letter represent, in our judgment, those most likely to bring about 
beneficial improvements to the operations of DOTD.  The nature of the recommendations, their 
implementation costs, and their potential impact on the operations of DOTD should be 
considered in reaching decisions on courses of action.  The findings related to DOTD’s 
compliance with applicable laws and regulations should be addressed immediately by 
management. 
 
Under Louisiana Revised Statue 24:513, this letter is a public document, and it has been 
distributed to appropriate public officials. 
 

Respectfully submitted, 
 
 
 
Daryl G. Purpera, CPA, CFE 
Legislative Auditor 

 
LMN:RR:BQD:EFS:aa 
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APPENDIX A:  MANAGEMENT’S RESPONSES 
 
 

 



A.1



A.2



A.3



 

B.1 

APPENDIX B:  SCOPE AND METHODOLOGY 
 
 

We performed certain procedures at the Louisiana Department of Transportation and Development 
(DOTD) for the period from July 1, 2016, through June 30, 2017, to provide assurances on financial 
information significant to the State of Louisiana’s Comprehensive Annual Financial Report (CAFR) 
and to evaluate relevant systems of internal control in accordance with Government Auditing 
Standards issued by the Comptroller General of the United States.  The procedures included inquiry, 
observation, review of policies and procedures, and a review of relevant laws and regulations.  Our 
procedures, summarized below, are a part of the audit of the CAFR and the Single Audit of the State 
of Louisiana (Single Audit) for the year ended June 30, 2017. 
 

 We evaluated DOTD’s operations and system of internal controls through inquiry, 
observation, and review of its policies and procedures, including a review of laws and 
regulations applicable to DOTD. 

 Based on the documentation of DOTD’s controls and our understanding of related 
laws and regulations, we performed procedures to provide assurances on certain 
account balances and classes of transactions to support our opinions on the CAFR. 

 We performed procedures on the Formula Grants for Rural Areas (CFDA 20.509) 
program for the year ended June 30, 2017, as a part of the 2017 Single Audit. 

 We performed procedures on information for the preparation of the state’s Schedule 
of Expenditures of Federal Awards and on the status of prior-year findings for the 
preparation of the state’s Summary Schedule of Prior Audit Findings for the year 
ended June 30, 2017, as a part of the 2017 Single Audit. 

 We compared the most current and prior-year financial activity using DOTD’s 
Annual Fiscal Reports and/or system-generated reports to identify trends and 
obtained explanations from DOTD management for significant variances. 

In addition, we performed procedures on internal controls and compliance with related laws and 
regulations over FuelTrac at certain DOTD Districts.  The scope of these procedures was 
significantly less than an audit conducted in accordance with Government Auditing Standards issued 
by the Comptroller General of the United States. 

The purpose of this report is solely to describe the scope of our work at DOTD, and not to provide an 
opinion on the effectiveness of DOTD’s internal control over financial reporting or on compliance.  
Accordingly, this report is not intended to be, and should not be, used for any other purposes. 
 
We did not audit or review DOTD’s Annual Fiscal Reports, and accordingly, we do not express an 
opinion on those reports.  DOTD’s accounts are an integral part of the State of Louisiana’s CAFR, 
upon which the Louisiana Legislative Auditor expresses opinions. 




