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Background Information (Concluded) 

O ur lim ited procedures consisted of the following 

1 Review ing applicable departm ental policies, procedures, rules, and regulations 
relating to: 

Investigating and reporting dam ages to roads and bridges caused by 
m arine and vehicular collision. 

Recording and tracking costs related to repairs to roads and bridges for 
dam ages caused by m arine and vehicular collision. 

Collecting am ounts due from responsible parties for the costs related to 
these repairs. 

2. Exam ining selected records reporting dam ages and selected records of 
receivables that were written off. 

3 Exam ining selected legal files relating to the actions taken to collect for 
dam ages. 

nterviewing certain departm ent personnel 

Reviewing applicable Louisiana Revised Statutes 

Making inquiries to the extent we considered necessary to achieve our objective 

O ur procedures also included an assessment of the likelihood of irregularities and illegal acts, 
and any such m atters that cam e to our attention are presented in our findings and 
recom m endations. 
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Period 

Beginning balance 
711/91-6/30/92 
7/1192-6130193 
711193-6130194 
711194-6130195 

Totals 

Objective 

EXHIBIT II 

A NA LYSIS O F ACCO UNTS RECEIVA BLE 
FOR REIM BURSABLE DAMAG ES 

Current Amount 
Reimbursable To Be 
Damages Collected 

$498,513 
3,622,859 
3,660,705 
2,161,833 

$9,943,910 

$3,752,843 
6,996,297 
7,452,953 
9,064,530 

Am ount 
Collected 

$206,508 
92,443 
150,748 
306,522 

Accounts 
Amount Receivable 

W ritten Off Balance 

$3,254,330 
$172,897 3,373,438 
3,111,606 3,792,248 
399,507 6,902,698 

2,847,147 5,910,861 

$756,221 $6,531,157 

Perce nt 
Collected 
To Total 

6% 
1% 
2% 
3% 

The objective of our audit was to review the procedures of DOTD relating to the overall effort to 
effectively record, track, and collect am ounts due to the departm ent as a result of dam ages to 
state property. 

A udit Scope and M ethodology 

Our audit was perform ed in accordance with Governm ent Auditing Standards, issued by the 
Com ptroller General of the United States, applicable to a financial related audit. The audit 
covered the period from July 1, 1991, through Decem ber 31, 1995. W e selected a sam ple of 
dam age reports subm itted by the districts during the period of July 1, 1991, through 
Decem ber 31, 1994. W e traced the activity of the sam ple reports through Decem ber 31, 1995, 
to provide sufficient tim e to show any trends in the collections activity. In addition, we selected 

a sample of 15 of 111 journal vouchers that recorded accounts receivable written off. These 
journal vouchers were selected from the period July 1, 1991, through December 31, 1995. 



LEGISLATIVE A UDITOR 

DEPARTM ENT O F TRANSPO RTATION 
AND DEVELO PM ENT 
STATE O F LO UISIANA 
Baton Rouge, Louisiana 
Background Information (Continued) 

The departm ent's collections efforts have not exceeded 6 percent of total 
am ounts to be collected in any one year since 1992. 

Except for the fiscal year ended June 30, 1992, the departm ent w rote off m ore 

cost than it collected each year. 

In fiscal year 1993, the department wrote off in excess of $3 m illion, which 
accounted for 86 percent of all reim bursable dam ages for that year. In addition, 
for fiscal year 1995, there were write-offs in excess of $2 million or 132 percent 
of that year's reim bursable dam ages. 

EXHIBIT 

ACCOUNTS RECEIVABLE FOR REIMBURSABLE DAMANGES 
COMPARISON OF RECEIVABLES TO AMOUNTS COLLECTED 

A ND W RITTEN O FF BY YEAR 
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W e have perform ed a financial related audit of the accounts receivable for reim bursable 
damages at the Department of Transportation and Development (DOTD). The objective of our 
audit was to review the procedures of the Departm ent of Transportation and Developm ent 
relating to the overall effort to effectively record, track, and collect am ounts due to the 
departm ent as a result of dam ages to state property. 

O ur audit was perform ed in accordance with Governm ent Auditing Standards, issued by the 
Com ptroller General of the United States, applicable to a financial related audit. O ur lim ited 
procedures consisted of (1) examining selected records reporting damages and selected 
receivables that were written off; (2) interviewing certain department personnel; (3) reviewing 
applicable Louisiana Revised Statutes; (4) reviewing applicable departmental policies, 
procedures, rules, and regulations; and (5) making inquiries to the extent we considered 
necessary to achieve our purpose. O ur procedures included an assessm ent of the likelihood of 
irregularities and illegal acts, and any such m atters that cam e to our attention are presented in 
our findings and recom m endations. 

These lim ited procedures are substantially less in scope than an audit of financial statements in 
accordance with governm ent auditing standards, the purpose of which is to provide assurance 
on the entity's presented financial statem ents, assess the entity's internal control structure, and 
assess the entity's com pliance with laws and regulations that could m aterially im pact its 
financial statem ents. Had we perform ed such an audit or had we perform ed additional 
procedures, other m atters m ight have com e to our attention that would have been reported to 

you. 

Based upon the application of the procedures referred to previously, the accom panying findings 
and recom m endations represent those conditions that we feel warrant attention by the 
appropriate parties. Som e findings and recom m endations presented in this report were not 
w ithin the initial scope of our exam ination, but are item s that cam e to our attention during the 
exam ination. M anagem ent's responses to the findings and recom m endations presented in this 
report are included in Attachm ent I. 
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M R. FRANK DENTO N, SECRETARY 
DEPA RTM ENT O F TRA NSPO RTATIO N 
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Baton Rouge, Louisiana 
Septem ber 6, 1996 

This report is intended for the inform ation and use of m anagem ent of the Departm ent of 
Transportation and Developm ent and should only be used by those who fully understand the 
lim ited purpose of the procedures perform ed. Under state law, this report is a public document 
and has been distributed to appropriate public officials as required by Louisiana Revised Statute 
24:516. 

DL:JR:d 

[DOTDR&B] 

Respectfully subm itted 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 



LEGISLATIVE AUDITOR 
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AND DEVELO PM ENT 
STATE O F LO UISIANA 
Baton Rouge, Louisiana 

C reation and Duties 

BACKG RO UND INFO RMATIO N 

The Louisiana Department of Transportation and Development (DOTD) was created in 
accordance with Title 36, Chapter 11 of the Louisiana Revised Statutes of 1950 as a part of the 
executive branch of governm ent of the State of Louisiana. The departm ent is charged with 
developing and im plem enting program s to assure adequate, safe, and effi cient transportation 
and public works services within the State of Louisiana. The departm ent develops, im plem ents, 

and administers various programs and projects that impact the state's highways, airports, 
waterways, and mass transit systems. These programs and projects include not only the 
design and construction phases, but also provide for the m aintenance and repair of the state's 
transportation facilities. In addition, the departm ent is active in flood control and drainage 
projects throughout the state, promotes and regulates the development of offshore deepwater 
oil-port facilities, and provides protection of the structural integrity and public investment of 
highways by regulating the size and weight of vehicles using the system . These functions and 
operations are funded with state and federal funds, and accordingly, the department assumes 
the responsibility of adm inistering all of these functions and operations in accordance w ith state 
and federal laws. The departm ent m aintains its headquarters in Baton Rouge, along with nine 
district offi ces throughout the state and has approxim ately 5,600 em ployees. 

Background 

W hen a m arine or vehicular accident occurs and dam ages are caused to state roads or bridges, 
DOTD has the responsibility to recover the costs of dam ages from the responsible parties. 
DOTD has developed certain procedures that describe how inform ation is to be gathered to 
assist in the identification of responsible parties and the collection of reim bursem ents for these 
dam ages. Based on inform ation gathered during our annual financial and com pliance audit of 
DOTD, we decided to perform an exam ination of reim bursable dam ages to determ ine if the 
departm ent's procedures are suffi cient to capture and collect all of the state's cost w hen 
dam age occurs to state roads and bridges. As presented in Exhibits I and II, a com parison of 
reim bursable dam ages, am ounts collected and am ounts written off reveals the following: 
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FINDINGS AND RECO M M ENDATIONS 

Findings and recom m endations of our financial related audit of the accounts receivable for 
reim bursable dam ages follows. 

Inconsistent A pplication of Procedures 

The individual districts of the Department of Transportation and Development (DOTD) did not 
consistently com ply with departm ental procedures relating to the reporting of dam ages caused 
by m arine and vehicular collision. The DOTD M aintenance M anual describes departmental 
procedures on reporting such dam ages and provides for the m ethods to repair those dam ages. 
W e tested 184 accident files for which dam ages were caused to roads and bridges. These files 

included 55 Proposed W ork Data forms (Form 582), 87 damage claims, and 42 cases that were 
written off by the legal and accounting sections, for the period July 1, 1991, through 
December 31, 1995. Of the 184 accident files tested, 64 (35 percent) were not handled in 
accordance with departm ental procedures including the following: 

2 

3 

The District Adm inistrators of six of the departm ent's nine districts did not notify 
the owners or operators of vessels involved in accidents causing dam age to 
state property. Chapter 9, section 15, part E, and section 16, part A (4) of the 
DOTD M aintenance M anual require the District Adm inistrator to im m ediately 
notify the owners or operators of the vessel involved in an accident, so that the 
owners or operators m ay have an opportunity to survey the dam ages before 
repairs are m ade. 

Of the 184 accident files tested, 19 files had project numbers that were 
requested and issued to the districts by the department's Project Control before 
the Chief M aintenance and O perations Engineer review ed and approved the 

project request. Chapter 9, sections 15 and 16 of the DOTD Maintenance 
M anual require that Form 582 be routed through the Chief M aintenance and 
Operations Engineer and then to the Chief Engineer before a project number can 
be issued by the Contracts M anagem ent Section. 

District personnel did not notify the departm ent's legal section of bridge dam ages 
resulting from m arine collisions within two m onths after the date of the accident. 
Chapter 9, sections 15 and 16 of the DOTD M aintenance M anual require that 
im m ediate action be taken in all cases of bridge dam age by m arine collision and 
that all damages with estimates over $200 in value be received by the Legal 
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Findings and Recommendations (Continued) 

4 

Section within two m onths from the date of the accident. Of the 184 accident 
files tested, 26 accident reports were not subm itted by the individual districts to 
the Legal Section within the two m onths provided, and two accident reports 
totaling $11,326, were transmitted to the Legal Section after the one-year 
prescription period had expired. 

W e examined 17 accident files involving damages totaling $511,291 for which 
the responsible party w as not identified. The District Adm inistrators did not 
perform any investigative procedures to determ ine the identity of these unknown 
assailants responsible for the dam ages by requesting inform ation from law 
enforcem ent or other regulatory agencies. The DOTD M aintenance M anual 
does not contain any procedures regarding the investigation of accidents 
involving unknow n assailants. W ithout such procedures, the departm ent m ay 
not be able to recover dam ages associated with these accidents. 

Because the districts did not provide proper notifications of all accidents involving dam ages, the 
ability of the departm ent to collect dam ages was im peded, and the departm ent expended a total 
of $522,617 out of its budget for damages to roads and bridges without obtaining reimburse- 
m ent. 

To assure the m axim um recovery of reim bursable funds, the departm ent should im plem ent the 
follow ing: 

2 

3 

4 

District personnel should follow all instructions described in the DOTD 
M aintenance M anual. 

The DOTD M aintenance M anual should be revised to include specific discovery 
procedures regarding dam ages caused by unknown assailants. 

District personnel should prom ptly investigate all accidents involving dam ages 
and prom ptly notify the Legal Section. 

District m anagers should set up agreem ents with law enforcem ent agencies, the 
coast guard, et cetera, to prom ptly notify the districts so that district personnel 
can tim ely investigate all accidents involving dam ages to roads and bridges. 

M anagem ent of the departm ent concurred with the findings and recom m endations. See m an- 
agem ent's response in Attachm ent I. 
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Failure to Record and Track C ost 

The individual districts of DOTD did not adequately record and track costs incurred in repairing 
dam ages to roads and bridges when the repairs were perform ed by DOTD personnel. 

The DOTD Business Services and Procedures M anual describes departm ental procedures on 
M anagem ent and Financial Reporting relating to receivables due from dam ages to roads and 
bridges. In Chapter 11 of the Business Serv ices M anual and in Chapters 6 and 7 of the Fiscal 
M anual, the procedures address the proper m ethods to com plete the Daily W ork Reports so 
that the com plete cost data will be entered in the accounting system . The Daily W ork Report 
identifies the work performed, work location, project numbers, employee hours, equipment 
used, m aterials used, and the work accom plished. 

W e tested 184 accident files of dam ages to roads and bridges, which included 55 Proposed 
W ork Data forms (Form 582), 87 damage claims, and 42 cases that were written off by the 
Legal and Accounting sections, for the period July 1, 1991, through Decem ber 31, 1995. O ur 
test of the departm ent's procedures disclosed the follow ing: 

2 

Of the 184 accident files tested, 25 had no costs recorded in the departm ent's 
accounting system . W e could not readily determ ine payroll, equipm ent, and 
m aterial charges. The Daily W ork Reports did not identify daily activities to a 
project number. The maintenance crews charged project costs to a control unit 
only and not to the assigned project number. The control unit is a particular 
segment of a state or federal route and could encompass many projects. The 
project number represents a specific job on a state or federal route. The 
accounting section cannot extract any reim bursable cost for proper billing without 
the maintenance crews recording charges against the specific project numbers. 

The general accounting section has no m eans to identify and record both 
reim bursable costs and receivables due from m inor dam ages, which is defined 
as less than $6,000, to DOTD roads and bridges. In 87 of the files tested, the 
m aintenance  crews did not properly code the Daily W ork Reports in accordance 
with the fiscal m anual. In all cases involving m inor dam ages, the departm ent 
cannot track reim bursable cost without proper coding. The repair costs for m inor 
dam ages are charged to and paid by the district's operating budgets with no 
opportunity for reim bursem ent. 



Dr . Daniel G . Kyle 
June 20 , 1996 
Page 2 

4 . With regard to bridge damage resulting from marine 
operations , the Department is in the process of establishing a 
retainer contract w ith a marine surveyor , who can be called upon 
immediately following a marine collision to properly record and 
estimate current damages . 

If I can be of further assistance , p lease contact me or Mr 
William H . Temple, (504) 379-1502. 

FMD:jd 



Legislative A uditor 

Executive Sum m ary 

Financial and Com pliance Audit Division 
Financial Related A udit 

Departm ent of Transportation and Developm ent 
State of Louisiana 

Accounts Receivable for Reim bursable Dam ages 

The following represents a sum m ary of the findings that resulted from our financial related audit 

of the Department of Transportation and Development's (DOTD) accounts receivable for 
reim bursable dam ages. Detailed inform ation relating to the findings are contained in the 
findings and recom m endations section of the report. 

The individual districts of DOTD did not consistently com ply with 
departm ental procedures relating to reporting dam ages caused 
by m arine and vehicular collision. 

The individual districts of DOTD did not adequately record and 
track costs incurred in repairing dam ages to roads and bridges 
when the repairs were perform ed by DOTD personnel. 

The Legal Section of DOTD did not com ply with the provisions of 
the Legal Section's O perations M anual relating to the collection 
of dam ages to roads and bridges. 

Daniel G. Kyle, Ph.D., CPA, CFE, Legislative Auditor 

Phone No. (504) 339-3800 



M . J. =M (KE" FOSTER, JR 
GOVERNOR 
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Baton Rouge, Louisiana 70804-9245 

(504) 379-1200 

July 31, 1996 

Dr . Daniel G . Kyle , CPA 
Legislative Auditor 
Office of the Legislative Auditor 
Post Office Box 94397 
Baton Rouge , Louisiana 70804-9397 

Dear Dr . Kyle 

e  
FRANK M . DENTON 

SECRETARY 

In reference to the finding concerning the Department 's 
inadequately documented and monitored claims for damages to roads 
and bridges , the follow ing is offered . Your recommendations are 
generally appropriate, except as to cases handled by the Department 
of Justice . 

The above find ing , b ased on activ ity betw een January i , 1992 , 

and December 31, 1994, with adjustment to agree to the dates that 
were reviewed (through December 31, 1995), cannot represent an 
assessment of the Department 's current performance and practice . 
Current work is efficient and thorough , with great attention to 
detail and documentation . There is concern the finding cites the 
Department for failure to comply with the provisions of a manual 
that did not exist until late 1994 . Since that time , the 
Department has adhered to procedures outlined in the manual . We 
are not aware of any non-compliance . 

W ith regard to the cases handled by the Department of Justice , 
your revised finding suggests the Department delegates files for 
collection to outside agencies, such as the Department of Justice . 
This is incorrect . During 1989, and for several years thereafter , 
the Department of Justice insisted upon prosecuting all collection 
cases on behalf of this Department under the 1988 legislation 
contained in R .S . 49 :257 . In response , that Secretary directed the 
Legal Section to release all pending cases to the Department of 
Justice . 

AN EOUAL OPPORTUNITY EM PLOYER 
A DRUG-FREE W ORKPLACE 
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Findings and Recommendations (Continued) 

Because the m aintenance crews did not properly code direct costs to the Daily W ork Reports, 

DOTD's Accounting and Legal sections cannot identify actual cost on each individual project. 
Therefore, the responsible parties are not billed for all dam age related costs. 

The departm ent's m anagem ent should enforce the policies and procedures described in the 
departm ent's Fiscal M anual and the Business Services and Procedures M anual. M anagem ent 

should also emphasize that all costs should be properly coded and charged to the entire project 
num ber. M anagem ent of the department concurred with the findings and recom mendations. 
See m anagem ent's response in Attachment I. 

Inadequate Docum entation and 
M onitoring of C laim s 

The Legal Section at DOTD did not com ply with the provisions of the Legal Section O perations 
M anual relating to the collection of dam ages to roads and bridges. This m anual provides for a 
general outline of the responsibilities of the Legal Section in the collection of dam ages to roads 
and bridges reported by the districts. W e sam pled 46 accident files from the Legal Section that 
had activity between July 1, 1991, and Decem ber 31, 1995, and determ ined the following 
deficiencies existed: 

Based on the procedures in Section IV, B, 1, b of the Legal Section O perations 
M anual, the Legal Section is responsible for gathering the necessary inform ation 
and properly m onitoring the claim s and lawsuits relative to collecting the costs of 
dam ages to roads and bridges from responsible parties. The clerical staff, with 
attorney superv ision, is to establish a com plete file after receiving the inform ation 
from the districts. Based on our observ ations, the clerical staff and superv ising 
attorneys did not adequately establish and m aintain the files. 

For three cases, the districts sent transm ittal letters to the General 
Counsel w ith the nam e of the responsible party and description of the 
accident, but the Legal Section did not establish files. The costs relating 
to these three cases totaled $190,106. 

Four cases, involving $40,253 in damages, prescribed when there was 
no activity for five years. Louisiana law , Civil Code, Article 2315--Liability 
for Acts Causing Dam ages, provides that the departm ent has one year 
from the date of the accident to file a lawsuit or the case then prescribes. 
The law also requires that som e type of activity m ust occur w ithin the 
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Dr . Daniel G . Ky le , CPA 
Legislative Auditor 
Office of the Legislative Auditor 
Post O ffice Box 94397 
Baton Rouge, Louisiana 70804-9397 

CORRECTED COPY 

FRANK M . DENTON 
SECRETARY 

Dear D r . Ky le : 

A review of the Legislative Auditor's findings on the 
districts' failure to consistently apply the procedures of the 
maintenance manual, and adequately record and track costs of 
repairing road and bridge damage indicates that comprehensive 
refresher training in procedure is needed by district staffs . 
During the past i0 years , there has been a significant turnover of 
District Administrators and Maintenance Engineers , and many have 
not thoroughly familiarized themselves with the long established 
procedures relating to this issue . 

We concur with the findings , and DOTD will take the following 
actions to ensure that these deficiencies are corrected : 

i . Since implementation of the WORD (Work Order) sub -system 
of the maintenance management system in 1986 , the Department has 
tracked all maintenance work by work order number . This is 
equivalent to a maintenance project number, and enables one to 
account for all damages, including those less than $6,000, but it 
must be retrieved from the Maintenance Operations System (MOPS). 
However , the full capab ilities of this system are not being 
utilized , due to turnover and the need for refresher training . 

Most of the damages in this range are not recoverable , because 
it is impossible to identify the guilty party unless he volunteers 
this information (single vehicle accidents when vehicle is 
drivable : usually minor sign knock-down , guardrail damage , fender 
system damage, etc .). Accident reports are not available from law 
enforcement agencies in the majority of these cases. 

2 . The Training Section will develop and conduct a short 
course (perhaps 1/2 day) in the proper procedures for documenting 
and recovering damage reimbursement . Representatives from the 
Legal Section , the districts, and the Headquarters Maintenance 
Division shall attend . 

3 . The districts have been further instructed to develop and 
implement a plan for better communication with local and State law 
enforcement agencies for reporting damages . These plans will be 
reviewed and approved by the Director of Construction and 
Maintenance . 

AN EQUA L OPPORTUNITY EM PLOYER 
A DRUG-FREE W ORKPLACE 
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M anagem ent's R esponses 



LEGISLATIVE AUDITOR 

DEPARTM ENT O F TRA NSPO RTATIO N 
AND DEVELO PM ENT 
STATE O F LO UISIANA 
Baton Rouge, Louisiana 
Findings and Recommendations (Concluded) 

The departm ent provided us with a listing of cases and the am ounts collected. However, the 

listing did not provide project numbers and did not associate the cases to project numbers. 
W ithout project numbers, we were unable to identify the costs involved. Consequently, we were 
unable to verify the percentages asserted by the departm ent's response. In addition, the Legat 
Section uses an estim ated am ount rather than actual cost to determ ine its collection rate. By 
underestim ating the collectability of a claim , the collection rate is exaggerated. 

92 
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Findings and Recommendations (Continued) 

Total cost of the repair 

All collections 

The reason for a write-off or com prom ise 

The approval for a write-off or com prom ise by upper m anagem ent 

The analysis or a description of the process used to decide if the claim 
was too sm all or too expensive to pursue 

6. Docum entation relating to any action taken relating to the file 

7 A com pleted closure memo signed by the attorney working the case and 
an approving supervisor for all closed files 

See m anagem ent's response in Attachment 

Additional Com m ents: The response by the departm ent im plies that we did not review any 
activity occurring after Decem ber 31, 1994, regarding the collections of receivables due from 
dam ages to roads and bridges. However, as described in the Audit Scope and M ethodology 
section of this report, we exam ined 33 cases initiated from Form 582 during our sam pling 
period of July 1, 1991, through Decem ber 31, 1994, which continued to have activity after 
Decem ber 31, 1994. Of these 33 cases, 19 cases were collected or written off since the 
issuance of the Legal Section O perations M anual dated Septem ber 1, 1994, but did not include 
a closure m em o as indicated by the m anual. Before Septem ber 1, 1994, the Legal Section did 
not have a procedures m anual. The lack of written procedures at that tim e is, in itself, a 
weakness in controls. The rem aining 14 cases are pending. In addition, we reviewed the 
activity of 28 files written off on Decem ber 14, 1994. Six of these cases had closure m em os 
and the rem aining 22 did not. 

The departm ent's response also im plies that by transferring its cases to attorneys in the Justice 
Departm ent and the Offi ce of Risk M anagem ent, it is no longer responsible for m onitoring the 
progress of these cases. Sections 9.15(I) and 9.16(B)(1) of the department's Maintenance 
M anual require the districts to report dam ages to bridges to the General Counsel. Releasing 
cases involving the collection of dam ages to roads and bridges to other state entities does not 
relieve the departm ent from m onitoring the progress of these cases. O ur review disclosed that 
those cases released to the Justice Department for collection were released to the law firm of 
Sm ith and Upton of which M r. Richard M . Upton was a form er em ployee of the departm ent. 
Furtherm ore, 19 of these cases, initiated before 1990, are currently pending. 
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for $50,580 by the Office of the Attorney General. W e found no evidence that 
any other paym ent was m ade to the departm ent. 

For one case sent to the Offi ce of Risk M anagem ent, the Legal Section's 
com puterized m onitoring system shows that the department collected $8,480, 
w hile the records in the Legal Section's file indicates that the departm ent paid 
the responsible party $8,480. W e cannot conclude as to what actually occurred 
based on the records of the departm ent. 

Section iV, B, 1, b of the m anual indicates that the attorney evaluates a claim for feasibility of 
enforcem ent. If the attorney believes that there is a reasonable chance to recover the am ount 
of the dam ages, a lawsuit follows. If the claim is considered too sm all or the expense of a 
lawsuit is too expensive for the am ount to be reim bursed, it is closed after 30 days by the Legal 
Section. The m anual also contains an exam ple of a closure m em o and infers that this 
docum ent should be included in all files that are closed. W e observed the following in relation 
to closed files reviewed by us: 

None of the files that were written off contained an analysis or description as to 
how the Legal Section determ ined w hen cases w ere too sm all or too expensive 
to pursue. 

Twenty-nine of the closed files did not contain a closure m em o 

Failure to follow procedures and controls, as described in the Legal Section O perations M anual, 
has caused poor record keeping and m onitoring of reim bursable claim s. It has also resulted in 
low collections of dam ages from responsible parties. 

To achieve the m axim um recovery of reim bursable funds, the Legal Section should 

Set up files on cases when the inform ation is received from the districts. In 
addition, when inform ation is not received from the districts, the Legal Section 
should pursue all cases set up as receivables by the Contracts M anagem ent and 
the Financial Serv ices sections. 

Establish a cross-referencing scheme from the project number to the name 
and/or legal claim num ber. 

M onitor all cases, including those that m ay be contracted out or relinquished to 
other state agencies. 

Docum ent the following in their files 
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next five years or the case prescribes and costs cannot be recovered 
These cases were not m onitored nor pursued by the departm ent. 

O ne case prescribed in the Legal Section although the necessary 
inform ation to file a lawsuit was available in the file. The Legal Section 
did not file a lawsuit and costs relating to this case were $46,100. 

One case was settled before the final costs were incurred. The Legal 
Section negotiated and accepted a $3,000 payment for damages before 
the repairs were com pleted or final costs were determ ined. The total 
estimated repair cost was $17,871. 

W e could not access files in the Legal Section using a project number. 
The vendor's nam e or legal claim num ber is the approach to its filing 

system. However, the department uses the project number to cross- 
reference all activities of a job. The Legal Section does not use the 
project number as a means of retrieving information from the files. 
Therefore, it is not consistent w ith the standardized practices of the 
departm ent. 

O ne file w as open and active in the Legal Section; however, the Legal 
Section com m unicated to the Financial Services Section that the file was 
closed and could be written off. Because of poor record keeping by the 
Legal Section, an open file was written off. 

The Legal Section delegates som e of the collections to outside agencies and collection 
attorneys. Section III, B, 3 of the m anual requires that the Legal Section m aintain a "skeleton 
file." The m anual also requires that case evaluations, anticipated work to be perform ed, and 
case reviews be forwarded to the Legal Section quarterly. Of the files reviewed relating to 
outside agencies, the following deficiencies were noted: 

Nine cases, totaling $225,397 in damages, were sent to the Office of the 
Attorney G eneral to be collected by that offi ce. The Legal Section had no 
records to indicate that a m onitoring process had occurred once the cases were 
turned over to the Attorney General. The Legal Section did not have a "skeleton 
file" of these cases nor did it have quarterly reports required by the m anual. 

O ne case in which com prom ises were m ade by the Attorney General's O ffice
, as 

legal representative for the departm ent, did not agree to the financial records. 

W e could identify from the financial records a payment of $40,955 on the repair 
cost of $118,029. However, the legal files indicate that the settlement was m ade 
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The Justice Department handles cases at its sole discretion ; 
the Legal Section of this Department has no authority over the 
Justice Department . The Department of Justice confers directly 
with our Maintenance Division to gather evidence , and directly with 
our Chief Maintenance Engineer for concurrence in settlement 
proposals . It deals directly with our Financial Services Section 
on paym ents received . The Department 's Legal Section is not 
involved . The same applies to the Office of Risk Management on 
tort claims against the Department it has handled . 

We delegate certain cases to contract attorneys with special 
knowledge or expertise . We maintain files , monitor each phase , and 
provide assistance as needed . When assigned to contract attorneys 
by DOTD , we retain responsibility . 

A review of the 903 files placed for collection during the 
audit period from 1992 through 1994 shows receipt of full payment 
on 74% of claims . Of the remaining 26% , 15% were declared legally 
uncollectible or too small to justify costs of legal proceedings. 
The remaining 11% are in active litigation . 

A s stated , w e generally concur w ith recommendat ion s m ade . 
Most are already in place , and are part of the manual that was 
developed . Your comments and recommendations are welcomed . 

Frank M . Denton 
Secretary 


