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Request for Special Examination
Requested by Governor, House and Senate
OCGA Section 50‐6‐4

“I authorize the Office of the State 
Auditor to conduct a special Auditor to conduct a special 
examination of DOT books, records, 
accounts  bills  and other papers  accounts, bills, and other papers, 
records, and financial transactions 
d d  i t  f    f ll f i  deemed appropriate for a full forensic 
audit.”  (April 8, 2008 – Gov. Perdue)



DOAA Response to Audit Request
Full scope audit of the GDOT Statutory‐
basis financial statements

Last similar audit conducted for FY 1996Last similar audit conducted for FY 1996



Results of the Audit
A Qualified Opinion:
Financial Statements ‘fairly presented”, Financial Statements  fairly presented , 
except for the affects of the uncapped Fuel 
Price Adjustment IndexPrice Adjustment Index



Department of Transportation
Budget Fund 

Balance Sheet Analysis

Amounts Prior To 2009
2009 Accrual SMF Accrual Final

A

Balance Sheet Analysis

June 30, 2008

Assets
Cash and Cash Equivalents $ 290,023,236.89 $ 0.00 $ 290,023,236.89
Accounts Receivable

State Appropriation 185,914,480.90 456,219,590.73 642,134,071.63
Federal Financial Assistance 1,639,333,832.60 1,639,333,832.60
Other 1,463,101,450.19 1,463,101,450.19

Prepaid Expenditures 13,905.40 13,905.40
Inventories 12 408 867 72 12 408 867 72Inventories 12,408,867.72 12,408,867.72
Other Assets 1,066.00 1,066.00

Total Assets $ 3,590,796,839.70 $ 456,219,590.73 $ 4,047,016,430.43

Liabilities and Fund Equity
Liabilities:

Accounts Payable $ 59,513,329.65 59,513,329.65
Encumbrances 3,955,596,308.68 3,955,596,308.68
Payroll Withholdings 7,361,962.58 7,361,962.58
Other Liabilities 3,334,750.54 3,334,750.54

Total Liabilities $ 4,025,806,351.45 $ 4,025,806,351.45

F nd Eq it :Fund Equity:
Fund Balances:

Reserved
Motor Fuel Tax Funds $ (456,219,590.73) $ 456,219,590.73 $ 0.00
Inventories 12,408,867.72 12,408,867.72
Other Reserves 5,257,433.61 $ 0.00 5,257,433.61

State General Fund Surplus 3,543,777.65 3,543,777.65

Total Fund Equity $ (435,009,511.75) $ 456,219,590.73 21,210,078.98

Total Liabilities and Fund Equity $ 3,590,796,839.70 $ 456,219,590.73 $ 4,047,016,430.43



Notes to the Financial Statements
An integral part of the financial statements.

The Notes explain the Financial Statements, or

Provide disclosures of significant matters not included 
in the financial statements.



Notes to the Financial Statements
Note 1 – Statutory Basis of Accounting defined (P. 13)

Note 8 – Long‐term liabilities (P. 18/19)

Note 9 – Debt Financing (P. 19/20)
SRTA claim on Federal Funds

Note 12 – Subsequent Events (P. 21)

Note 13 – Contingent Liabilities (P. 21)



Going Forward after the Audit
Maintaining an accurate General Ledger

Most findings impacted the G/L

Managing the Department in accordance with the 
Georgia ConstitutionGeorgia Constitution

Summary Finding



Department of Transportation

GDOT GDOTFi l B l A dit Adj t t Fi l B l

Preliminary Analysis of Financial Position (Budgetary Basis)
June 30, 2008

GDOT                   
Accounting Records GDOT Adjustments

GDOT Final Balances       
before Audit Adjustments

Audit Adjustments       
& Reclass

Final Balances             
After Audit Adjustments

Assets
Cash and Cash Equivalents 76,577,343.43 (24,060.00) 76,553,283.43 213,469,953.46 290,023,236.89
Accounts Receivable
    State Appropriation 186,914,480.88 (1,000,000.00) 185,914,480.88 0.02 185,914,480.90
    Federal Financial Assistance 5,324,484,351.70 (3,584,419,803.65) 1,740,064,548.05 (100,730,715.45) 1,639,333,832.60( ) ( )
    Other 2,400,903,531.80 (815,021,603.90) 1,585,881,927.90 (122,780,477.71) 1,463,101,450.19
Prepaid Exp 13,905.40 0.00 13,905.40 0.00 13,905.40
Inventories 12,408,867.72 0.00 12,408,867.72 0.00 12,408,867.72
Other Assets 1,066.00 0.00 1,066.00 0.00 1,066.00

Total Assets 8,001,303,546.93 (4,400,465,467.55) 3,600,838,079.38 (10,041,239.68) 3,590,796,839.70

Liabilities and Fund BalanceLiabilities and Fund Balance
Liabilities:
    Accounts Payable 3,733,073,099.00 32,455,631.25 3,765,528,730.25 (3,706,015,400.60) 59,513,329.65
    Encumbrances Payable 283,243,736.69 283,243,736.69 3,672,352,571.99 3,955,596,308.68
    Payroll Withholdings 7,367,720.81 0.00 7,367,720.81 (10.66) 7,367,710.15
    Payroll Clearing (13,035.49) 0.00 (13,035.49) 7,287.92 (5,747.57)
    Other Liabilities 4,172,568.70 0.00 4,172,568.70 (837,818.18) 3,334,750.52
Other Adjustments (Rounding) 2.82 0.00 2.82 (2.80) 0.02
Total Liabilities 3 744 600 355 84 315 699 367 94 4 060 299 723 78 (34 493 372 33) 4 025 806 351 45Total Liabilities 3,744,600,355.84 315,699,367.94 4,060,299,723.78 (34,493,372.33) 4,025,806,351.45

Fund Balances:
  Reserved
    Inventories 0.00 0.00 0.00 12,408,867.72 12,408,867.72
    Other Reserves 0.00 5,257,433.61 5,257,433.61 0.00 5,257,433.61

Unreserved, Undesignated
S M F l 4 256 703 191 09 (4 723 488 175 33) (466 784 984 24) 10 565 393 51 (456 219 590 73)    State Motor Fuel 4,256,703,191.09 (4,723,488,175.33) (466,784,984.24) 10,565,393.51 (456,219,590.73)

    State Gen Surplus 0.00 2,065,906.23 2,065,906.23 1,477,871.42 3,543,777.65
0.00 0.00 0.00

Total Fund Balances 4,256,703,191.09 (4,716,164,835.49) (459,461,644.40) 24,452,132.65 (435,009,511.75)

Total Liabilities and Fund Balances 8,001,303,546.93 (4,400,465,467.55) 3,600,838,079.38 (10,041,239.68) 3,590,796,839.70
Diff Assets vs Liab FB 0.00 0.00 0.00 0.00 0.00



Audit Findings
Finding 1 – Summary
Finding 2 – Improper Revenue Recognition
Fi di     G l L d  D fi i iFinding 3 – General Ledger Deficiencies
Finding 4 – Sub‐Ledger Deficiencies
Finding 5  Contingency Reserve AccountFinding 5 – Contingency Reserve Account
Finding 6 – Contract Monitoring
Finding 7 – Liabilities for IndicesFinding 7  Liabilities for Indices
Finding 8 – Improper Budget Amendments
Finding 9 – Unrecorded Contracts
Finding 10 – Non‐Compliance w/Program Budgeting



What Caused the Preliminary Deficit?
A change in accounting principles?

A business process change?
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GDOT Yearly Expenditures

In spite of $ 5 1 billion expenditures in 

$5,000,000,000.00

$6,000,000,000.00 In spite of $ 5.1 billion expenditures in 
FY 2007, the expenditures did not 
exceed their “approved budget”
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(Prior to FY 2006 Known as the Report of the State Auditor)



Other, 405,000

GDOT FY 2007 Expenditures

Transfers ‐ Debt Service, 56,014,504

Capital Outlay 4 492 022 268

Grants and Benefits, 61,225,003

Construction, 2,823,365,023

Capital Outlay, 4,492,022,268

Contracts, 93,395,355

Right of Way,  565,589,640

Personal Services, 274,587,261

Operating Expenses, 157,180,080

Consultants, 385,566,680

Change Orders, Supplemental Agreements, 
Misc.., 717,500,925



M t h f d t ti f t tMust have funds at time of contract

Attorney General Opinion 74 – 115
“ No agency of the State may execute a contract with a private party …No agency of the State may execute a contract with a private party 
for the purchase of goods or services which purports to obligate 
appropriations or state funds from any other source not on hand 
  h   i   f  h       h   h  fi l  bli i   f  h  at the time of the contract or where the fiscal obligation of the 

state agency depends for its full performance upon such future 
appropriations or the continued existence of any other source of pp p y
state funds.”



GDOT “Funding Process” Document

 

 

Georgia Department of Transportation

 

Funding Process 
September 2007 



GDOT “Funding Process” Document

Synopsis of Laws and Impact to GDOT 

Use of Funds and Restrictions on Use of Funds 
Sufficient Funds – Like all other State of Georgia agencies, GDOT is expressly prohibited from 
making or contracting any debts or entering into any contract for which it does not havemaking or contracting any debts or entering into any contract for which it does not have 
sufficient funds appropriated at the time of making said debt or entering into said contract to 
enable it to meet such debt or such contract obligation. 10 Simply stated, this means that GDOT 
must have money in the bank to cover the full amount of a particular contract. 

 
10 32-2-61(a) 
 
 
Funding Process Master Page 19Funding Process Master                               Page 19



GDOT “Funding Process” Document

Flow of FundsFlow of Funds                                                     
 

• It is important to note, encumbrance of costs “reserves” cash from the budget to be paid in the It is important to note, encumbrance of costs reserves  cash from the budget to be paid in the 
future, even though the expenses are unearned in the costing system and no actual payment has 
been made.   

 
 
Funding Process Master             Page 9



Reserved Cash Balances
GDOT Cash On‐Hand FY 1998 ‐ FY 2005

1,500,000,000.00 

2,000,000,000.00 

Source:   Cash Equivalents/On‐handat OTFS (State Appropriation Balance) 
FY 1998  ‐ FY 2005  is from the Report of the State Auditor (ROSA) 

5 %
7 %

1 %
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500,000,000.00 

1,000,000,000.00 
1 %

9 %

9 %

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 Fy 2005

Cash Equivalents/On‐hand at OTFS (State Appropriation Balance) 963,107,603.83  1,048,263,242.68  1,140,389,932.68  1,137,892,060.77  1,246,277,252.48  1,310,778,892.38  1,402,460,167.23  1,392,572,190.26 

0.00 



Business Processes Changed?
GDOT Cash On‐Hand FY 1998 ‐ FY 2008

1,500,000,000.00 

2,000,000,000.00 

Source:   Cash Equivalents/On‐handat OTFS (State Appropriation 
Balance) ‐ FY 1998  ‐ FY 2005  is from the Report of the State Auditor 
(ROSA) and FY 2006  ‐ FY 2008  is from the Budgetary Compliance 
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22 %
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500,000,000.00 

1,000,000,000.00 

Report (BCR).  ROSA  name changed to BCR in FY 2006.

67 %

32 %
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9 %

9 %

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 Fy 2005 FY2006 FY 2007 FY 2008

Cash Equivalents/On‐hand at OTFS (State Appropriation Balance) 963,107,603.83  1,048,263,242.68 1,140,389,932.68 1,137,892,060.77 1,246,277,252.48 1,310,778,892.38 1,402,460,167.23 1,392,572,190.26 1,085,683,370.35 360,540,670.51  475,937,717.79 

0.00 

51 %
FY 1998  ‐ FY 2008



Cash Disbursements Soar

Cash Disbursements to Contractors FY 2002 ‐ FY 2008
772 % 

FY 2002  ‐ FY 2008

1,500,000,000.00

2,000,000,000.00

Source:   Cash Disbursements to Contractors ‐GDOT's Transport 
System.

51 %

25%

500,000,000.00

1,000,000,000.00

System.

185 %   

17 %

11%

24 %

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 Fy 2005 FY2006 FY 2007 FY 2008

Cash Disbursements 247,125,109.80  703,192,678.53  821,207,384.36  915,634,158.34  1,139,160,550.40 1,709,972,476.56 2,154,173,353.49

0.00



Payments to Top 10 Contractors
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Cash Balances/Cash Disbursements

GDOT Cash On‐Hand Vs. Cash Disbursements to Contractors FY 2002 ‐ FY 2008
772 % 

FY 2002  ‐ FY 2008

1,500,000,000.00

2,000,000,000.00

Source:   Cash Disbursements to Contractors ‐GDOT's Transport 
System.
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Source:   Cash Equivalents/On‐handat OTFS (State Appropriation 
Balance) ‐ FY 1998  ‐ FY 2005  is from the Report of the State Auditor 
(ROSA) and FY 2006  ‐ FY 2008  is from the Budgetary Compliance 
Report (BCR).  ROSA  name changed to BCR in FY 2006.

185 %   

17 %
11%

24 %

22 %

67 %

32 %

10 %

1 %

9 %

9 %

FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 Fy 2005 FY2006 FY 2007 FY 2008

Cash Disbursements 247,125,109.80  703,192,678.53  821,207,384.36  915,634,158.34  1,139,160,550.40 1,709,972,476.56 2,154,173,353.49

Cash Equivalents/On‐hand at OTFS (State Appropriation Balance) 963,107,603.83  1,048,263,242.68 1,140,389,932.68 1,137,892,060.77 1,246,277,252.48 1,310,778,892.38 1,402,460,167.23 1,392,572,190.26 1,085,683,370.35 360,540,670.51  475,937,717.79 
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51 %
FY 1998  ‐ FY 2008



What if…..
GDOT Cash On‐Hand Vs. Cash Disbursements to Contractors FY 2002 ‐ FY 2008

772 % 
FY 2002  ‐ FY 2008

1,500,000,000.00

2,000,000,000.00

Source:   Cash Disbursements to Contractors ‐GDOT's Transport 
System.

S C h E i l t /O h d t OTFS (St t A i ti
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Source:   Cash Equivalents/On‐handat OTFS (State Appropriation 
Balance) ‐ FY 1998  ‐ FY 2005  is from the Report of the State Auditor 
(ROSA) and FY 2006  ‐ FY 2008  is from the Budgetary Compliance 
Report (BCR).  ROSA  name changed to BCR in FY 2006.
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FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 Fy 2005 FY2006 FY 2007 FY 2008

Cash Disbursements 247,125,109.80  703,192,678.53  821,207,384.36  915,634,158.34  1,139,160,550.40 1,709,972,476.56 2,154,173,353.49

Cash Equivalents/On‐hand at OTFS (State Appropriation Balance) 963,107,603.83  1,048,263,242.68 1,140,389,932.68 1,137,892,060.77 1,246,277,252.48 1,310,778,892.38 1,402,460,167.23 1,392,572,190.26 1,085,683,370.35 360,540,670.51  475,937,717.79 

0.00
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FY 1998  ‐ FY 2008

What if...............


