Louisiana Transportation Authority Report on Internal Control

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a
deficiency or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented
or detected and corrected on a timely basis. We consider the following deficiencies to be
material weaknesses.

Weaknesses in Controls Over Toll and Violation Collection

The Authority continues to have weaknesses in its controls over collecting LA 1 Bridge
tolls and violations as follows:

. Since inception (August 2009) until May 2012, the electronic toll
collection system did not charge a toll or issue a violation against a user’s
Geauxpass account if it had an insufficient balance. Geauxpass account
holders who had insufficient funds in their accounts were allowed repeated
free passage until new funds were added to the account.

. Approximately 300,000 violation images from prior years remain
unprocessed and unbilled because of system and personnel constraints.
The risk of not collecting these violations increases the longer they remain
unbilled.

. The Authority has failed to send notices of delinquency for approximately
39,700 LA 1 toll violations as required by Louisiana Revised Statute
47:820.5.4(G). After issuing a violation notice, state law requires the
Authority’s violation clerk to notify violators by first class mail after 30,
45, and 60 days of their delinquency in paying. However, no first, second,
or third notices of delinquency have ever been mailed out for LA 1
violations. State law also allows the Authority to charge late fees ranging
from $5 to $20 depending upon the length of time the violator fails to
respond to the first violation notice. In addition, state law requires that the
third notice of delinquency should generate a notification to the Louisiana
Office of Motor Vehicles to prevent renewal of the violator’s driver’s
license or registration of the vehicle until the matter has been resolved.
Failure to issue delinquency notices impairs the Authority’s ability to
collect violation fines and fees and places the Authority in noncompliance
with state law.

. Violations of vehicles with out-of-state license plates remain unbilled
through fiscal year 2012 because there is no process in place to identify
the registration details of these vehicles. Toll revenues may be
permanently lost if the vehicle owners are not properly identified and
notices sent in a timely manner.
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. Management does not have a function in place to request updated credit
card information or to notify Geauxpass account holders of a card
rejection. The lack of such a function leads to an excessive amount of
rejections and violations from customers who assumed that payment was
made. Personnel and system resources are required to process these
violations and there is potential loss of revenues if the violations are not
billed in a timely manner.

Good business practices require that controls related to collection of tolls and violations
enable the Authority to maximize revenue collections.

Management should ensure the following: (1) Geauxpass accounts are modified to
ensure that all toll transactions are properly charged against a valid Geauxpass account or
a violation notice generated if funds were insufficient. (2) All outstanding violation
images are processed promptly and violators billed timely. (3) Procedures are
implemented to ensure that violation notices are mailed properly and proceed through the
entire violation process timely and in accordance with state law. (4) A process is
developed to identify the registration details of out-of-state vehicles and timely bill those
violators. (5) An automatic or manual procedure to request updated credit card
information and/or inform customers when the credit card transaction has been rejected.
Management substantially concurred with the finding and provided a corrective action
plan (see Appendix A).

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, and contracts, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards.

The Authority’s response to the finding identified in our audit is attached in Appendix A. We
did not audit the Authority’s response, and, accordingly, we express no opinion on it.
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This report is intended solely for the information and use of the Authority, the Department of
Transportation and Development and its management, others within the entity, and the Louisiana
Legislature and is not intended to be, and should not be, used by anyone other than these
specified parties. Under Louisiana Revised Statute 24:513, this report is distributed by the
Legislative Auditor as a public document.

Respectfully submitte

N

Daryl G. Purpera, CPA, CFE
Legislative Auditor

JRH:RR:EFS:THC:ch

LTA 2012
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letter, negative balance letter, credit card expiration letter, and a failed auto-
replenishment letter. The notices can be mailed and/or emailed. DOTD may add this
service as a system enhancement for about $60,000-$80,000. Additionally, there will be
an additional cost to process and mail the letters.

Corrective Action Plan

As evidenced by our Management Responses contained herein, we believe that
corrective action plans are in place to address controls related to collection of tolls and
violations.

Specifically, our action plans will insure that:

Geauxpass accounts are modified to ensure that all toll transactions are properly
charged against a valid Geauxpass account, or a violation notice generated if
funds were insufficient.

All outstanding violation images are processed promptly and violators billed
timely.

Procedures are implemented to ensure that violation notices are mailed properly
and proceed through the entire violation process timely and in accordance with
state law.

A process is developed to identify the registration details of out-of-state vehicles
and timely bill those violators.

An automatic or manual procedure to request updated credit card information
and/or inform customers when the credit card transaction has been rejected.

Thank you for the opportunity to respond to this report and to have this Management Response letter
included in the final audit report. Please feel free to contact me, or Michael Bridges, Undersecretary,
should you have any questions.

Sincerely,

Sherri H. LeBas, P.E.
Secretary

Mr. Ricky Rodriguez, CPA, LLA

Mr. Rhett Desselle, DOTD Asst. Secretary

Mr. Michael Bridges, P.E., DOTD Undersecretary

Mr. David Tippett, CCCD Administrator

Ms. Beverly Hodges, DOTD Financial Service Administrator
Mr. John Lyon, DOTD External Audit Director
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STATE OF LOUISIANA
DEPARTMENT OF TRANSPORTATION AND DEVELOPMENT
P.O. Box 6297
New Orleans, Louisiana 70174-6297

customerservice@geauxpass.com
Front Desk: 504-376-8100
BOBBY JINDAL

. SHERRI H. LEBAS, P.E.
GOVERNOR Fax: 504-376-8189 SECRETARY

Auto Replenish Application

By signing below, I have authorize GeauxPass to maintain my credit or debit card account on
file and periodically charge the card for the amounts set by me to keep my account in good
standing. I am aware that the charges will show up on my credit or debit card statement as

GeauxPass. ] have selected $ (min. $10.00) for my replenish threshold and $ as
the amount to be added to the account.

Date

Account Number

Customer Name (print)

Customer Signature

If you have any questions, please call toll free (866) 662-8987 or visit
customerservice@geauxQass.com

******Please Note*******
You are responsible for updating all credit card information when needed

AN EQUAL OPPORTUNITY EMPLOYER
A DRUG-FREE WORKPLACE
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