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DEPARTMENT OF ENVIRONMENTAL QUALITY 
STATE OF LOUISIANA 
Baton Rouge, Louisiana 
 
As required by Louisiana Revised Statute 24:513, we conducted certain procedures at the 
Department of Environmental Quality (DEQ) for the period from July 1, 2011, through June 30, 
2013. 
 

 Our auditors obtained and documented a basic understanding of DEQ’s operations 
and system of internal control through inquiry, observation, and review of its 
policies and procedures, including a review of the laws and regulations applicable 
to DEQ. 

 Our auditors performed analytical procedures consisting of a comparison of the 
most current and prior year financial activity using DEQ’s annual fiscal reports 
and/or system-generated reports and obtained explanations from DEQ 
management for any significant variances.  We also scheduled waste tire 
payments to processors for informational purposes. 

 Our auditors reviewed the status of the findings identified in the prior procedural 
report, dated May 24, 2012.  The prior year finding relating to inadequate controls 
over revenues has been resolved by management.  The findings relating to 
inadequate controls over the Waste Tire Management Program and inadequate 
controls over time and attendance records have not been resolved and are 
addressed again in this report. 

 Based on the documentation of DEQ’s controls and our understanding of related 
laws and regulations, our auditors performed procedures on DEQ contracts, 
accounts receivable, the Hazardous Waste Site Cleanup Fund, and the LaCarte 
procurement card program. 

The Annual Fiscal Reports of DEQ were not audited or reviewed by us, and, accordingly, we do 
not express an opinion on those reports.  DEQ’s accounts are an integral part of the State of 
Louisiana's financial statements, upon which the Louisiana Legislative Auditor expresses 
opinions. 
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Based on the application of the procedures referred to previously, we have included all 
significant findings in this report for management’s consideration.   
 

Inadequate Controls over the Waste Tire Management Program 
 
DEQ has not implemented effective monitoring procedures over the Waste Tire 
Management Program (WTMP) to ensure that waste tire data used to calculate subsidized 
payments to waste tire processors is reasonable.  This increases the risk that subsidies to 
waste tire processors could be based on inaccurate data, resulting in overpayments.   
 
In response to a similar finding in the prior audit, DEQ provided its corrective action 
letter dated May 16, 2012, and outlined its intent to audit the processors’ ending 
inventory and reconcile the audited inventory figures to the inventories reported by the 
processors.  Further, management stated that the Waste Tire Program staff was 
developing analytical procedures that would determine if the amount of waste tire 
material processed is commensurate with the number of waste tires available for 
processing per manifest documentation.  Although ending inventory audits were 
conducted as of June 30, 2012, and an analytical methodology was developed, 
management has not implemented these tools in an effort to determine the reasonableness 
of the waste tire data.  From July 1, 2011, to June 30, 2013, DEQ disbursed $19.2 million 
in subsidies to five waste tire processors.   
 
WTMP was established by Louisiana Revised Statute 30:2418 to reduce the volume of 
waste tires in Louisiana by facilitating a market for recycled waste tire material.  DEQ 
provides subsidies to registered waste tire processors that receive and process waste tires 
for use in approved projects.  Subsidies are based on the total weight of eligible processed 
tire material marketed to qualified end-users under approved projects.  Good internal 
controls require that management implement effective monitoring procedures that will 
provide reasonable assurance of the accuracy of data used to calculate subsidies.   
 
Management should implement its developed monitoring procedures, including random 
inventory audits, investigation of variances, and other analytical procedures that will 
provide adequate assurance that the data used to calculate waste tire subsidies is 
reasonable.  Management concurred with the finding and provided a corrective action 
plan (see Appendix A, pages 1-2). 
 
Inadequate Controls over Time and Attendance Records 
 
For the third consecutive year, DEQ has not ensured that employee time and attendance 
records that support $82.8 million of payroll expenditures are certified and approved in a 
timely manner, increasing the risk that inaccurate or fraudulent data could be entered and 
processed into the payroll system resulting in employee credit for time not worked.   Our 
test of 31 time and attendance records processed from September through December, 
2012 disclosed the following: 
 

 Seventeen (55%) records were not approved by the employee’s supervisor.   
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 Ten (32%) records were not timely approved by the supervisor ranging 
from 21 to 113 business days following the end of the pay period. 

 Seven (23%) records were not certified for accuracy by an individual 
independent of the posting of hours in the statewide payroll system.   

 Twenty (65%) records were not timely certified for accuracy of the hours 
posted by an individual independent of the posting of hours in the 
statewide payroll system ranging from 15 to 114 business days following 
the end of the pay period.  As a result, hours for two records did not agree 
to the hours posted in the payroll system, requiring prior period 
adjustments.    

Management has not adequately designed a policy that provides for timely approval and 
certification of time and attendance records.  DEQ’s policy provides that the supervisor 
shall certify the accuracy of the time and attendance records after a final cross check is 
completed by an individual independent of the posting of hours in the statewide payroll 
system.  The policy requires that the final cross check be completed within four weeks 
following the end of the pay period.  In addition, the policy allows for a delay in the final 
cross check until all prior period payroll adjustments for that pay period have been 
completed and processed by DEQ’s human resource department.   
 
Management should revise the policy to require the timely approval and certification of 
time and attendance records.  Management concurred with the finding and provided a 
corrective action plan (see Appendix A, page 3).   

 
Lack of Segregation of Duties over  
  Waste Tire Fee Audit Collections 
 
DEQ has not adequately segregated duties for auditing, billing, and collecting delinquent 
waste tire fees, which increases the risk of misappropriation due to error or fraud.  DEQ’s 
internal audit division is responsible for auditing waste tire generators.  As part of that 
process, internal auditors calculate delinquent fees, bill the generators for those fees, and 
subsequently collect the fees for deposit by DEQ’s accounts receivable division into the 
Waste Tire Management Fund.  In addition, there is an incompatibility of functions 
because all internal auditors have access to perform all functions within the waste tire 
accounts receivable database, which could allow for data to be accessed and modified 
without proper authorization, review, and approval. 
 
To be effective and independent within the entity, internal audit should not be responsible 
for operating activities including billing and collecting delinquent receivables.  DEQ has 
not established adequate internal controls to ensure that internal audit, which determines 
delinquent waste tire fees as part of its internal audit function, cannot also bill and collect 
delinquent fees.  In addition, management has not established effective monitoring for 
access to the accounts receivable database. 
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Management should segregate duties so that internal audit is not responsible for billing or 
collecting delinquent waste tire fees.  In addition, management should assign access to 
systems to ensure adequate segregation of duties.  Management concurred with the 
finding and provided a corrective action plan (see Appendix A, page 4). 

 
The recommendations in this report represent, in our judgment, those most likely to bring about 
beneficial improvements to the operations of DEQ.  The nature of the recommendations, their 
implementation costs, and their potential impact on the operations of DEQ should be considered 
in reaching decisions on courses of action.   
 
Under Louisiana Revised Statute 24:513, this report is a public document, and it has been 
distributed to appropriate public officials. 
 

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

 
MMG:ETM:BQD:THC:ch 
 
DEQ 2013 
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Management’s Corrective Action 
Plans and Responses to the 

Findings and Recommendations 
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