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Dear Mr. Webb: 

Enclosed for your review are the other audit findings for the Mississippi Department of Transportation -
Office of State Aid Road Construction for Fiscal Year 2013. In these findings, the Auditor's Office 
recommends the Mississippi Department of Transportation - Office of State Aid Road Construction: 

1. Strengthen controls to ensure compliance with Davis-Bacon Act requirements; 
2. Strengthen controls over wage determinations to ensure compliance with Davis-Bacon Act 

requirements; and 
3. Strengthen controls over contract award documentation. 

Please review the recommendations and submit a plan to implement them by March 28, 2014. The 
enclosed findings contain more information about our recommendations. 

During future engagements, we may review the findings in this management report to ensure procedures 
have been initiated to address these findings. 

The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of 
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose. However, this 
report is a matter of public record and its distribution is not limited. The Office of the State Auditor has 
also issued an Information Systems Management Report on the Mississippi Department of Transportation 
- Office of State Aid Road Construction dated March 3, 2014. That report should be read in conjunction 
with this report. 
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I hope you find our recommendations enable the Mississippi Department of Transportation - Office of 
State Aid Road Construction to carry out its mission more efficiently. [appreciate the cooperation and 
courtesy extended by the officials and employees of the Missi sippi Department of Transportation -
Office of State Aid Road Construction throughout the audit. If you have any questions or need more 
information, please contact me. 

Sincerely 

ptq£d~ 
Director, Department of Audit 
Enclosures 
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SINGLE AUDIT FINDINGS 

In conjunction with our audit of federal assistance received by the State of Mississippi, the Office of the State 
Aud'itor has completed its audit of the State's major federal programs administered by the Mississippi 
Deprutment of Transportation - Office of State Aid Road Construction for the year ended June 30, 2013. 
The Office of the State Auditor's staff members participating in this engagement included Amy Buller, CPA, 
Sallie Dier, CPA, Lee Alford, and Katherine Landrum, CPA. 

Our procedures and tests cannot and do not provide absolute assurance that all federal legal requirements have 
been met. In accordance with Section 7-7-211, Miss. Code Ann. (1972), the Office of the State Auditor, when 
deemed necessary, may conduct additional procedures and tests of transactions for this or other fiscal years to 
ensure compliance with legal requirements. 

Report on Compliance for Each Major Federal Program 
We have audited the Mississippi Department of Transportation - Office of State Aid Road Construction's 
compliance with the lypes of compliance requirements described in the OMB Circular A-133 Compliance 
Supplement that could have a direct and material effect on the federal programs selected for audit that are 
administered by the Mississippi Department of Transportation - Office of State Aid Road Construction for 
the year ended June 30, 2013. 

Management's Responsibility 
Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants 
applicable to its federal programs. 

Auditor's Responsibility 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations. Those standards and OMS Circular A-133 require that we plan 
and perform the audit to obtain. reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a major federal 
program occurred. An audit includes examining, on a test basis, evidence about the Mississippi Department 
of Transportation - Office of State Aid Road Construction's compliance with those requirements and 
pertorming such other procedures as we considered necessary in the circumstances. However our audit does 
not provide a legal determination of the Mississippi Department of Transportation - Office of State Aid 
Road Construction's compliance. 

Results of Compliance Audit Procedures 

The results of our auditing procedures disclosed no instances of noncompliance that are required to be reported 
by OMB Circular A-133. However, we noted other instances of noncompliance that we have reported on the 
attached document, "Other Audit Findings." 

Internal Control over Compliance 

Management of the Mississippi Department of Transportation - Office of State Aid Road Contruction is 
responsible for establishing and maintaining effective internal control over compliance with the types of 
compliance requirements referred to above. In planning and performing our audit of compliance, we 
considered the Mississippi Department of Transportation - Office of State Aid Road Contruction's internal 
control over compliance with the types of requirements that could have a direct and material effect on each 
major federal program to determine the auditing procedures that are appropriate in the circumstances for the 
purpose of expressing an opinion on compliance for each major federal program and to test and report on 
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internal controls over compliance in accordance with OMB Circular A-133, but not for the purpose of 
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not 
express an opinion on the effectiveness of the Mississippi Department of Transportation - Office of State Aid 
Road Contruction 's internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal 
program on a timely basis. A material weakness in infernal control over compliance is a deficiency, or 
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that 
material noncompliance with a type of compliance requirement of a federal program will not be prevented, or 
detected and corrected, on a timely basis. A significant deficiency in internal control over compliance is a 
deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of a federal program that is less severe than a material weakness in internal control over 
compliance, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance 
thal might be material weaknesses or significant deficiencies and therefore, material weaknesses or significant 
deficiencies may exist that were not identified. We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses. 

We noted other deficiencies in internal control over compliance that require the attention of management that 
we have reported on the attached document "Other Audit Findings." 
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OTHER AUDIT FINDINGS 

In planning and performing our audit of the federal awards received by the Mississippi Department of 
Transportation - Office of State Aid Road Construction for the year ended June 30, 2013, we considered 
internal control over compliance with the requirements that could have a direct and material effect on the 
major federal programs. Matters which require the attention of management were noted. These matters which 
do not have a material effect on the agency's ability to administer major federal programs in accordance with 
applicable laws, regulations, or provisions of contracts or grant agreements involve immaterial instances of 
noncompliance and other control deficiencies. 

CFDA/Finding 
Number 

20.205 

Oth-Ol 

Finding and Recommendation 

DAVIS-BACON 

Immaterial Noncompliance 
Control Deficiency 

Highway Planning and Construction 

Federal Award Number and Year: Each federal project is an award 

Questioned Costs: None 

Controls Should be Strengthened to Ensure Compliance With Davis-Bacon Act 
Requirements 

Finding: 

The federal Davis-Bacon Act requires all laborers and mechanics employed by 
contractors who work on construction contracts in excess of $2,000 financed by 
federal assistance funds be paid wages not less than those established for the local 
area by the U. S. Department of Labor (40 USC 3141-3144, 3146 and 314 7). Non
federal entities shall include in their construction contracts subject to the Davis
Bacon Act, a requirement for the contractors and subcontractors to comply with the 
Davis-Bacon Act and the Code of Federal Regulations (29 CFR Part 5 Labor 
Standards Provisions Applicable to Contracts Governing Federally Financed and 
Assisted Construction). The Davis-Bacon Act requires, for each week in which any 
contract work is performed, contractors and subcontractors to submit a certified copy 
of the payroll and a statement of compliance (certified payrolls)(29 CFR Sections 5.5 
and 5.6). 

The Standard Operating Procedures (S.O.P. rule number SA 11-2-1 0) established by 
the Mississippi Department of Transportation - Office of State Aid Road 
Construction (OSARC) require contractors and subcontractors working on a federal 
aid project to submit to OSARC a copy of each weekly certified payroll, the "Weekly 
Summary of Wage Rates" (CAD-880) and the "Weekly Statement of Compliance" 
(CAD 881 ). The Standard Operating Procedures further require OSARC to check 
each payroll submitted for compliance with payment of pre-determined wage rates. 
In the event a payroll sheet contains an errror regarding wage rates, the payroll should 
be returned to the contractor or subcontractor for correction and re-submission. 
Along with the re-submitted payroll, OSARC requires a written affidavit from the 
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20.205 

Oth-02 

laborer, or laborers, stating the proper payment has been tendered. 

During our review of 71 contactor payrolls for Davis Bacon compliance at OSARC, 
we noted one instance of a weekly payroll in which a truck driver was paid $10 an 
hour instead of $10.34 in accordance with the local area prevailing wage rate, 
obtained from DOL's website and included in the contract documents. 

Failure to ensure proper wage rates were paid by contractors and subcontractors 
results in non-compliance with the Davis-Bacon Act and OSARC Standard 
Operating Procedures SA 11-2-10. 

Recommendation: 

We recommend the Mississippi Department of Transportation - Office of State Aid 
Road Construction strengthen controls over Davis-Bacon Act Requirements to 
ensure each weekly payroll is properly reviewed for compliance with minimum 
hourly wage rates as per the approved prevailing wage rate included in the contract. 

DAVIS-BACON 

Immaterial Noncompliance 
Control Deficiency 

Highway Planning and Construction 

Federal Award Number and Year: Each federal project is an award 

Questioned Costs: None 

Controls Should be Strengthened Over Wage Determinations to Ensure 
Compliance With Davis-Bacon Act Requirements 

Finding: 

The contracting process for federal projects at the Mississippi Department of 
Transportation - Office of State Aid Road Construction (OSARC) includes obtaining 
Department of Labor prevailing wage rates for the area in which the work will be 
performed for the project, in accordance with Code of Federal Regulations, 29 CFR 
Sections 5.5 and 5.6. 

The Code of Federal Regulations, 29 CFR 5.5 (a)(1)(ii)(A) states "The contracting 
officer shall require that any class of laborers or mechanics, including helpers, which 
is not listed in the wage determination and which is to be employed under the 
contract shall be classified in conformance with the wage determination. The 
contracting officer shall approve an additional classification and wage rate and fringe 
benefits therefore only when the following criteria have been met: (1) The work to be 
performed by the classification requested is not performed by a classification in the 
wage determination; and (2) The classification is utilized in the area by the 
construction industry; and (3) The proposed wage rate, including any bona fide 
fringe benefits, bears a reasonable relationship to the wage rates contained in the 
wage determination. (B) If the contractor and the laborers and mechanics to be 
employed in the classification (if known), or their representatives, and the 
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contracting officer agree on the classification and wage rate (including the amount 
designated for fringe benefits where appropriate), a report of the action taken shall be 
sent by the contracting officer to the Administrator of the Wage and Hour Division, 
Employment Standards Administration, U.S. Department of Labor, Washington, DC 
20210. The Administrator, or an authorized representative, will approve, modify, or 
disapprove every additional classification action within 30 days of receipt and so 
advise the contracting officer or will notify the contracting officer within the 30-day 
period that additional time is necessary. (C) In the event the contractor, the laborers 
or mechanics to be employed in the classification or their representatives, and the 
contracting officer do not agree on the proposed classification and wage rate 
(including the amount designated for fringe benefits, where appropriate), the 
contracting officer shall refer the questions, including the views of all interested 
parties and the recommendation of the contracting officer, to the Administrator for 
determination. The Administrator, or an authorized representative, will issue a 
determination within 30 days of receipt and so advise the contracting officer or will 
notify the contracting officer within the 30-day period that additional time is 
necessary. (D) The wage rate (including fringe benefits where appropriate) 
determined pursuant to paragraphs (a)(l)(ii) (B) or (C) of this section, shall be paid 
to all workers performing work in the classification under this contract from the first 
day on which work is performed in the classification. 

During testwork at OSARC, we noted the agency practice is that if a classification is 
used on the wage report, and it is not on the wage determination in the contract, the 
reviewer ensures the wage rate paid for that position is above the "common laborer 
rate". There is not a practice to ensure the classification is approved by the U.S. 
Department of Labor. 

Failure to ensure proper wage rates are paid by contractors and subcontractors results 
in non-compliance with the Davis-Bacon Act. 

Recommendation: 

We recommend the Mississippi Department of Transportation - Office of State Aid 
Road Construction strengthen controls over the Davis-Bacon Act Requirements to 
ensure unlisted classifications needed for work which were not included within the 
scope of the approved wage determinations obtained during contracting are approved 
within the scope of the Code of Federal Regulations section 29 CFR 5.5 (a)(l)(ii)(A). 
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20.205 

Oth-03 

ACTIVITIES ALLOWEDIUNALLOWED AND ALLOW ABLE 
COSTS/COST PRINCIPLES 

Control Deficiency 

Highway Planning and Construction 

Federal Award Number and Year: Each federal project is an award 

Controls Should be Strengthened Over Contract Award Documentation 

Finding: 

Agency practice at the Mississippi Department of Transportation - Office of 
State Aid Road Construction (OSARC) is for the district engineers to complete a 
"Checklist for Bid Documents" prior to a county awarding a federally funded 
road construction contract. This practice is to provide assurance that proper 
procedures under the state bid laws and OSARC standard operating procedures 
have been followed before the issuance of the contract. 

During our review of newly entered contracts at OSARC, we selected 15 
federally-funded projects awarded during fiscal year 2013 in order to verify 
OSARC complied with agency policies over the bid process, including use of the 
"Checklist for Bid Documents". We noted one instance in which the "Checklist 
for Bid Documents" included in a project file was neither completed nor signed 
by the district engineer. 

Failure to complete the "Checklist for Bid Documents" could result in a contract 
being awarded when proper procedures under the state bid laws and OSARC 
standard operating procedures have not been followed. 

Recommendation: 

We recommend the Mississippi Department of Transportation - Office of State 
Aid Road Construction (OSARC) strengthen controls to ensure a completed and 
signed copy of the "Checklist for Bid Documents" is on file for all awarded 
projects to document the district engineer has reviewed the bids for the project 
for compliance with the state bid laws and OSARC standard operating 
procedures. 

End of Report 


