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What We Did 
  
As part of the Office of Inspector General’s 2014/15 audit plan development, the District 
Four Secretary, a statutorily designated member of the South Florida Regional 
Transportation Authority (SFRTA) governing board, expressed a concern about the lack 
of a transparent linkage between SFRTA’s approved operating budget and SFRTA’s 
actual expenditures. We initiated this engagement to determine the nature and extent of 
SFRTA’s expenditures and whether their financial records were in compliance with 
applicable laws, rules, and regulations. Additionally, we reviewed SFRTA’s $30.6 million 
annual appropriation of state financial assistance. 
 
What We Found  
 
SFRTA, as determined by the Department of Financial Services (DFS), is a Special 
District and a nonstate entity that is a recipient of state financial assistance. We 
determined the Operating Agreement between SFRTA and the department does not fully 
comply with mandatory provisions required by Section 215.971, F.S. nor does it contain 
the procurement provisions outlined in Chapter 287, F.S. We also determined $153 
million of state appropriations was omitted from audit coverage in accordance with the 
Florida Single Audit Act for fiscal years 2010/11 to 2014/15. Additionally, SFRTA did not 
provide a standard operating budget-to-actual expenditure report based upon the use of 
each grant or funding source. 
 
What We Recommend  
 
We recommend 

1. District Four execute a revised agreement between the Florida Department of 
Transportation (department) and SFRTA with mandatory provisions;  

2. SFRTA reissue Florida Single Audit reports for fiscal years 2010/11 to 2014/15, to 
provide audit coverage of the $153 million in state financial assistance previously 
omitted; and  

 3. SFRTA provide monthly budget-to-actual reports, by each grant or other funding 
source, for both its operating fund and capital funds. 
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BACKGROUND AND INTRODUCTION 
 
Organizational Overview  
 
In 1989, Tri-County Commuter Rail Authority (Tri-Rail) was launched as a temporary 
alternative for area commuters during the Interstate 95 and Florida Turnpike expansion 
project, Tri-Rail runs up to 50 trains and services, for approximately 15,000 riders daily. 
Tri-Rail also provides feeder bus services to selected stations along its 72-mile corridor. 
The corridor, officially known as South Florida Rail Corridor (SFRC), was acquired by the 
state in 1988 and runs parallel to Interstate 95 and extends south to Miami International 
Airport and north into Palm Beach County. See Tri-Rail System Map in Appendix G.  
 
In 2003, the Florida Legislature established the South Florida Regional Transportation 
Authority (SFRTA) with the right to own, operate, maintain, and manage a transit system 
in the tri-county area of Miami-Dade, Broward, and Palm Beach counties.1 SFRTA was 
created as the successor and assignee of the Tri-County Commuter Rail Authority and 
inherited all rights, assets, labor agreements, appropriations, privileges, and obligations.  
 
The SFRTA is governed by a 10-member board. The board is comprised of three (3) 
county commissioners, three (3) county citizen representatives, three (3) gubernatorial 
appointees, and a FDOT district secretary, acting in an ex-officio capacity. All members 
have full voting privileges. Appendix H illustrates SFRTA’s governance and service 
delivery structure. 
 
SFRTA uses third party contractors to provide a broad range of services, including day-to-
day management, operations, train and Tri-Rail station maintenance, feeder bus services, 
train fueling, fare collection, and armed security services. A summary of SFRTA’s long 
term contract commitments are reported in Table 1.  
 
Table 1: SFRTA Long Term Third Party Contract Commitments 
 

 
 
 
 

                                                           
1 Chapter 343, Florida Statutes 

Contractor's Name Start Term Amount Purpose
Hyundai Rotem September 2006 10 years  $   44,710,372 commuter railcars
Veolia Transportation Services January 2007 10 years     105,916,013 trains operations
Bombardier Mass Transit Corporation March 2007 10 years     151,484,954 train maintenance
BV Oil Company January 2013 5 years       49,000,000 train fuel
Keolis Transit Services January 2009 7 years       22,909,542 feeder bus service
Meridian Management Corporation August 2010 5 years       10,630,193 station maintenance
G4S Secure Solutions USA Inc. November 2010 5 years       27,587,088 trains security
  Total  $  412,238,162 
Source: SFRTA 2014 Comprehensive Annual Financial Report (CAFR)
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Operating Funding Sources  
 
In conjunction with 2009 “Rail Bill” legislation, Chapter 343, F.S. established a dedicated 
funding source for SFRTA. A total annual appropriation of $30.6 million are sourced as 
follows: 

• State Transportation Trust Fund of $13.3 million; and  
• FDOT Work Program commitments of $17.3 million.2 

 
SFRTA’s operations are also funded by passenger fares, Federal Transit Administration 
(FTA) and Federal Highway Administration (FHWA) grants, and dedicated funding from 
the three counties serviced by SFRTA.3  
  
Since fiscal year (FY) 2010/11, SFRTA’s total annual operating budget has averaged 
$68.3 million.  A breakdown by funding source is illustrated in Figure 1. 
 
Figure 1: 4-Year Funding Average (FY 2010/11 to FY 2013/14)   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: SFRTA’s 2012 and 2013 CAFR 
 
Expenditure Overview 
 
In FY 2013/14, $58.5 million, or 78% of SFRTA’s budget, was used for operations such 
as train operating costs, feeder service, security, insurance, fuel, and maintenance of 
trains and stations. The $58.5 million includes the $30.6 million state 
appropriation. SFRTA also incurred costs for planning, engineering, marketing, legal, as 
well as general and administrative. See Table 2 below. 

                                                           
2 In 2015, SFRTA assumed responsibility for dispatch maintenance for the South Florida Rail Corridor 
increasing total annual appropriations in FY 2014/15 from $30.6 million to $43.1 million (SFRTA 2015 
CAFR).  
3 $1.565 million per year each is provided by Miami-Dade, Broward, and Palm Beach counties.  
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Table 2: Summary of Expenses, excluding depreciation 
 

 
 
 
 
 
 
 
 
 
 
Joint Participation Agreement 
 
In June 2006, the department and SFRTA entered into JPA AOH38 to formalize the 
award of state financial assistance for the Tri-Rail commuter rail project. In addition to 
setting forth the duties and responsibilities of each party, the JPA, in accordance with 
Section 287.057 (13), F.S., extends the terms and conditions of the original agreement to 
each subsequent amendment or renewal. From 2007 through 2010, JPA AOH38 was 
amended four times for additional funding and/or extended time for contract performance. 
On December 10, 2010 at SFRTA’s request, the JPA was extended until June 13, 2013 
when the operating agreement was executed in place of a JPA. 
 
Operating Agreement 
 
In June 2013, FDOT and SFRTA entered into an agreement for continuing operating 
rights for commuter rail service on the South Florida Rail Corridor for a 14 year period. 
Pursuant to this agreement, SFRTA, on behalf of the department, will manage, operate, 
maintain, and dispatch all railroad operations on the SFRC, and will also maintain and 
repair the rights-of-way, layover facilities and yards, state-owned buildings and facilities, 
tracks, bridges, communications, signals and all appurtenances on the SFRC in a 
satisfactory condition and in accordance with the specified standards: 

 
...As a condition to maintaining the operating rights provided in this Agreement, 
SFRTA agrees to comply with the terms and conditions contained in this 
Agreement…..,and to conduct all activities in accordance with applicable federal 
and state laws and regulations and the operating rules, policies and procedures, 
adopted pursuant to such laws and regulations…., on the Corridor [SFRC]. 
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RESULTS OF EXAMINATION 
 
Finding 1 – Revised Agreement Required  
 
We determined the Operating Agreement between SFRTA and the department does not 
fully comply with mandatory provisions required by Section 215.971, F.S. nor does it 
contain the procurement provisions outlined in Chapter 287, F.S. 
 
SFRTA’s third party contracts in fiscal year 2013/14 totaled $58.5 million, or 78% of 
SFRTA’s budget. The state of Florida provided $30.6 million of this $58.5 million. Fair and 
open competition is a basic tenet of public procurement. Competition reduces the 
appearance and opportunity for favoritism and inspires public confidence that contracts 
are awarded equitably and economically; and that documentation of the acts taken and 
effective monitoring mechanisms are important means of curbing any improprieties and 
establishing public confidence in the process by which commodities and contractual 
services are procured.  
 
Section 215.971, F.S., Agreements Funded with Federal or State Assistance requires: 
  

An agreement that provides state financial assistance to a recipient or a 
subrecipient… must include provisions that [summarized]: 
• specify a scope of work that clearly establishes the tasks to be performed; 
• deliverables must be received and accepted in writing before payment; 
• each deliverable must be directly related to the scope of work; 
• specify the required minimum level of service to be performed; 
• establish criteria for evaluating its successful completion of each deliverable; 
• specify the financial consequences if the recipient or subrecipient fails to perform; 
• specify that a recipient or subrecipient of federal or state financial assistance may 

expend funds only for allowable costs incurred during the agreement period;  
• specify that any funds paid in excess of the amount to which the recipient or 

subrecipient is entitled under the terms and conditions of the agreement must be 
refunded; and  

• Any additional information required pursuant to section 215.97 F.S. (Florida Single 
Audit Act). 

 
Chapter 287, F.S., Procurement of Personal Property and Services requires the 
competitive solicitation processes authorized in this section4 shall be used for 
procurement of commodities or contractual services in excess of the threshold amounts. 
 
Because SFRTA is a recipient of state financial assistance, we recommend District Four 
execute a revised agreement with SFRTA that incorporates, at the minimum, the 
mandatory provisions of section 215.971 and chapter 287, F.S.  

                                                           
4 Section 287.017, F. S., Purchasing categories, threshold amounts.  

http://www.leg.state.fl.us/statutes/index.cfm?App_mode=Display_Statute&Search_String=&URL=0200-0299/0215/Sections/0215.97.html
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Finding 2 – Florida Single Audit Act Compliance  
 
We determined $153 million of state appropriations was omitted from audit coverage in 
accordance with the Florida Single Audit Act for fiscal years 2010/11 to 2014/15.  
 
Entity Status 
 
Based upon an audit confirmation memorandum response on February 1, 2016, SFRTA 
stated “…the Annual State Financial Assistance of $30.6 million is for operating 
assistance pursuant to Florida Statutes and is not subject to the [Florida] Single Audit 
Act.”  
 
Regarding its entity status, SFRTA also asserted: 

• No Catalog of State Financial Assistance (CSFA) number has ever been assigned 
by the State to these funds because SFRTA’s operations are not a “state project.” 

• The Single Audit Act only applies to “state financial assistance…to carry out state 
projects.” 

• “State financial assistance” does not include…contracts to operate state-owned 
and contractor-operated facilities.  SFRTA, pursuant to a contract with FDOT, 
operates and maintains the FDOT-owned South Florida Rail Corridor upon which 
SFRTA operates its commuter rail passenger service. Section 215.97(2)(q), F.S. 

• “State financial assistance” is provided by an “awarding” State agency. The funds 
provided to SFRTA under Chapter 2009-271, Laws of Florida, are not “awarded” 
by a State agency, but are transferred to SFRTA by direction of the Florida 
Legislature.  The department has no discretion whether to “award” these funds to 
SFRTA. 

• These points were made by SFRTA to the FDOT District Four Secretary in a letter 
dated August 27, 2010. See Appendix K. These funds have been transferred 
directly to SFRTA since 2010. These funds have been deposited with the approval 
of the Department’s Comptroller.  

Based upon SFRTA’s February 1, 2016 response above, we requested a determination 
from DFS if the $30.6 million in annual state appropriations to SFRTA constitutes state 
financial assistance.  

DFS responded and determined5 that SFRTA is:   
• a Nonstate6 Entity; 

                                                           
5 See Appendix J, DFS determination provided to FDOT OIG by Mark Merry, Bureau Chief, Division of 
Accounting and Auditing  
6 Section 215.97(2)(m), F.S. [2014] states: Nonstate entity means a local government entity, nonprofit 
organization, or for-profit organization that receives state financial assistance. Section 215.97(8)(a), F.S. 
states: Each nonstate entity that meets the audit threshold requirements, in any fiscal year of the nonstate 
entity, stated in the rules of the Auditor General, shall have a state single audit conducted for such fiscal 
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• a Special District;7 and 
• a recipient of state financial assistance. 

 
Florida Single Audit Act 
 
As a recipient of state financial assistance with expenditures of $500,000 or more, SFRTA 
is subject to the audit requirements of section 215.97, F.S., Florida Single Audit Act. The 
purpose of the Florida Single Audit function is to: 

• establish uniform state audit requirements for state financial assistance provided 
by state agencies to nonstate entities to carry out state projects; 

• promote sound financial management, including effective internal controls, with 
respect to state financial assistance administered by nonstate entities; and 

• ensure, to the maximum extent possible, that state agencies monitor, use, and 
follow up on audits of state financial assistance provided to nonstate entities.  

 
The appropriated state funds for fiscal years 2010/11 to 2014/15, totaling $153 million, 
were improperly omitted from the required audit coverage. See Table 3 below.  
 
Table 3: Schedule of State Financial Assistance8  
 

 
 
We recommend SFRTA’s Governing Board have the prior Florida Single Audit reports 
reissued to include coverage of the $153 million in state financial assistance received and 
comply with section 215.97, F.S., in future reporting periods. 

 

                                                           
year in accordance with the requirements of this act and with additional requirements established in rules of 
the Department of Financial Services and rules of the Auditor General. 
7 SFRTA is listed on the official list of Special Districts online at the Florida Department of Economic 
Opportunity.  
8 Reported as “state grants (FDOT)” in the CAFRs. 

Fiscal 
Year 

Ending 
June 30

Reported in 
Florida Single 

Audit
Reported in 

CAFR

2011 -$                     30,600,000$        
2012 -                       30,600,000          
2013 -                       30,600,000          
2014 -                       30,600,000          
2015 -                       30,600,000          

Total -$                     153,000,000$      
Source: Florida Single Audit and CAFR
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Observation 1 – Budget-to-Actual Expenditure Reporting  
 
Upon audit inquiry, SFRTA did not produce9 a budget-to-actual expenditure report listing 
the actual expenses associated with the use of each grant or funding source (Federal and 
State grants, passenger fare revenues, and other income). 
 
49 C.F.R. 18.20(b)(4) Budget Control states: [superseded by 2 CFR 200.302(b)(5)]  

 
Actual expenditures or outlays must be compared with budgeted amounts for each 
grant or subgrant. Financial information must be related to performance or 
productivity data, including the development of unit cost information whenever 
appropriate or specifically required in the grant or subgrant agreement. 

 
We were provided the approved FY 2013/14 operating budget that noted the planned use 
of funds by source, but the information lacked comparison to final budgetary amounts and 
actual expenditures.  
 
SFRTA’s CAFR includes a schedule of total budget-to-actual revenues and expenses as 
shown in Table 4 below, but a separate comparison budget-to-actual expenditures report 
showing how each grant or other funding source was used each month would enhance 
transparency and accountability of SFRTA’s management and use of funds. 
 

Table 4: SFRTA CAFR Budget-to-Actual Financial Reporting 

Source: SFRTA CAFR FY 2013/14 
 
  

                                                           
9On May 13, 2016, we requested a FY 2013/14 budget-to-actual expenditure report based upon revenue 
sources. On May 27, 2016, SFRTA provided a partial report only reporting the FY 2013/14 budgeted 
planned use of revenue sources. However, the report lacked the reporting of actual expenditures. 
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As stated in their September 12, 2016 letter, SFRTA “will voluntarily implement the OIG’s 
recommendation by consolidating all of the information it currently maintains in separate 
reports by providing a comparative budget to actual expenditures report for grants in the 
capital fund. In addition, SFRTA shall also provide a standard operating budget to actual 
expenditure report for grants in the general fund. Implementation shall begin in fiscal year 
2016-2017 with a completion date of June 30, 2017.” 
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APPENDIX A – Purpose, Scope, and Methodology  
 
The purpose of this engagement was to determine South Florida Regional 
Transportation Authority’s compliance with the provisions of the Operating Agreement 
between the FDOT and SFRTA for the South Florida Rail Corridor and applicable federal 
and state laws, rules, and regulations. 
  
In addition, as part of the Office of Inspector General’s 2014/15 audit plan development, 
the District Four Secretary, a statutorily designated member of the SFRTA governing 
board, expressed a concern about the lack of a transparent linkage between SFRTA’s 
approved budget and SFRTA’s actual expenditures. 
 
The scope of this engagement included assessing the business relationship between the 
department and SFRTA, which included a review of SFRTA’s governance and 
compliance activities for the period July 1, 2010 to June 30, 2014. 
 
The methodology included: 

• interviewing SFRTA, FDOT Central Office, and district personnel; 
• reviewing applicable federal and state laws, rules, and regulations; 
• testing SFRTA expenditures from June 1, 2013 to June 30, 2014; 
• reviewing Comprehensive Annual Financial Reports for fiscal years ending  

June 30, 2011, 2012, 2013, and 2014; 
• reviewing Florida Single Audit Reports for fiscal years ending June 30, 2011, 2012, 

2013, 2014; and 2015; and 
• examining expenditure payments and supporting documentation.  

 
Total expenditures incurred during our test period of June 1, 2013 to June 30, 2014 were 
approximately $62 million. To determine whether expenditures were necessary, 
reasonable, allowable, and allocable, we judgmentally selected a sample of 21 
transactions totaling $3,437,541 (5.5%) representing a cross-section of 9 expenditure 
categories.  
 
These expenditure categories included:  

• third party-service contract payments; 
• legal fees; 
• advertising and promotion; 
• professional service fees; and 
• travel.  
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 1 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 2 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 3 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 4 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 5 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 6 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 7 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 8 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 9 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 10 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 11 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 12 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 13 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 14 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 15 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 16 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 17 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 18 of 19) 
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APPENDIX B – SFRTA Initial Response: September 12, 2016 (Page 19 of 19) 
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APPENDIX C – OIG Rebuttal to SFRTA’s Initial Response: Sept. 22, 2016 (Pg. 1 of 3) 
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APPENDIX C – OIG Rebuttal to SFRTA’s Initial Response: Sept. 22, 2016 (Pg.2 of 3) 
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APPENDIX C – OIG Rebuttal to SFRTA’s Initial Response: Sept. 22, 2016 (Pg. 3 of 3) 
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APPENDIX D – DOT Management Response: October 11, 2016 (Page 1 of 2) 
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APPENDIX D – DOT Management Response: October 11, 2016 (Page 2 of 2) 
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APPENDIX E – SFRTA Supplemental Response: October 17, 2016 (Page 1 of 5) 
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APPENDIX E – SFRTA Supplemental Response: October 17, 2016 (Page 2 of 5) 
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APPENDIX E – SFRTA Supplemental Response: October 17, 2016 (Page 3 of 5) 
 

 
 
  



Office of Inspector General 
Florida Department of Transportation 

Audit Report No. 14I-4002 ● Page 39 of 52 
 

APPENDIX E – SFRTA Supplemental Response: October 17, 2016 (Page 4 of 5) 
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APPENDIX E – SFRTA Supplemental Response: October 17, 2016 (Page 5 of 5) 
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APPENDIX F – OIG Follow-up to SFRTA’s Supplemental Response (Page 1 of 3) 

Finding 1 and 2 

We have modified the text of the report (in footnote 5, page 7 of report) to reflect the 
source of DFS’s determination. 

In addition to the factors DFS used to make their determination, we noted (as shown 
in the excerpt below) SFRTA’s CAFR published for the past five years has reported 
the state funds received from the department as “State grants (FDOT).” This is 
contrary to SFRTA’s current assertion of the state funds received from the 
department as direct appropriations and/or dedicated funds.  

    2015 SFRTA CAFR 

 

 

 

 

 

 

 
All provisions in JPA AOH38, including Florida Single Audit, were extended on 
December 10, 2010, through the Extension of Time - Joint Participation Agreement 
requested by SFRTA and signed by Bruno Barreiro, Chair of the SFRTA Board 
(Appendix I). This memorandum stated “This Agreement shall terminate upon the 
execution by both parties of a replacement Operating Agreement,” which was 
executed in June 2013.  

 
With regards to the last two years of the OIG’s audit period, we agree that the 
governing Operating Agreement lacked the Florida Single Audit provision. However, 
state funds provided SFRTA were reported on DFS’s website as state financial 
assistance with a designated Catalog of State Financial Assistance (CSFA) number. 
See excerpt below for FY 2013/14. State agencies, non-state entities, and auditors 
are provided guidance in the Rules of the Auditor General Questions and Answers’ 
annual publication10 to determine if state funds received are considered state 
financial assistance and are subject to Florida Single Audit.  
                                                           
10 State of Florida Auditor General Office 
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APPENDIX F – OIG Follow-up to SFRTA’s Supplemental Response (Page 2 of 3) 

 

 

 

 

 

 

 

 
 
 

Source: Excerpt of CSFA published by DFS for the Florida  
Department of Transportation.  

DFS, the responsible authority, has determined the state funds provided to SFRTA is 
state financial assistance, and in accordance with Section 215.97 F.S., are subject to 
the Florida Single Audit Act. The amount affected by the audit recommendation in the 
report regarding Florida Single Audit coverage has changed to $153 million.11  
 

Finding 3 (Removed) 
 
As previously reported in our preliminary and tentative draft, we relied upon a FTA 
Region 4 determination that use of program funds (farebox revenues) for lobbying 
expenses is prohibited. Based upon responses from SFRTA and department 
management, we made telephone inquiries with FTA’s Executive Director Welbes and 
Chief Counsel Comito. The Executive Director and Chief Counsel advised that SFRTA 
currently only receives capital grants from FTA, which do not carry lobbying restrictions 
affecting program income (e.g. farebox revenues).  
 
Based on this new information, Finding 3 has been removed from our report. 
 
  

                                                           
11 Reduced from $165.5 million to $153 million based upon the exclusion of funds related to the dispatch and 
maintenance of the corridor.  
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APPENDIX F – OIG Follow-up to SFRTA’s Supplemental Response (Page 3 of 3) 

 
Finding 4 (now Observation 1) 
 
We have changed this to an observation. As stated in their September 12, 2016 letter, 
SFRTA has agreed to voluntarily implement the OIG’s recommendation by consolidating 
all of the information it currently maintains in separate reports by providing a comparative 
budget to actual expenditures report for grants in the capital fund. In addition, SFRTA 
shall also provide a standard operating budget to actual expenditure report for grants in 
the general fund. Implementation shall begin in fiscal year 2016/17 with a completion date 
of June 30, 2017. 
 
Finding 5 and Observation (Removed) 
 
The report has been modified to remove Finding 5 and the related observation 
addressing third party contracts. Fair and open competition is a basic tenet of public 
procurement. Competition reduces the appearance and opportunity for favoritism and 
inspires public confidence that contracts are awarded equitably and economically; and 
that documentation of the acts taken and effective monitoring mechanisms are important 
means of curbing any improprieties and establishing public confidence in the process by 
which commodities and contractual services are procured.  
 
Note: The 49 CFR provision referenced in the draft report (now superseded by 2 CFR 
200 - Uniform Guidance) was included previously not because federal funds are 
conveyed through Chapter 343.58 F.S. appropriation but rather because SFRTA 
receives federal funds in addition to state appropriation which brings into applicability 
the Uniform Administrative Requirements.12 
 

 

 

  

                                                           
12 The Uniform Administrative Requirements contained in 2 CFR 200 requires FTA grantees to comply with 
applicable State procurement laws, rules, and regulations which supports Finding 1’s recommendation to add Chapter 
287 commodity and contractual services provisions into the revised agreement. 
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APPENDIX G – Tri-Rail System Map 
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APPENDIX H – SFRTA Governance and Service Delivery Structure  

Source: Prepared by FDOT Office of Inspector General, Intermodal Audit Unit  
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APPENDIX I – Time Extension Agreement  
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APPENDIX J – DFS Project and Vendor/Recipient Determination  
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APPENDIX K – SFRTA Letter to FDOT: August 27, 2010 (Page 1 of 3)  
 

 

 



Office of Inspector General 
Florida Department of Transportation 

Audit Report No. 14I-4002 ● Page 49 of 52 
 

APPENDIX K – SFRTA Letter to FDOT: August 27, 2010 (Page 2 of 3)  
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APPENDIX K – SFRTA Letter to FDOT: August 27, 2010 (Page 3 of 3)  
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PROJECT TEAM 
 

Engagement was conducted by: 
Don Holmes, Audit Team Leader 
Kyle Erickson, Auditor   

 Under the supervision of:  
William Pace, Contract Audit Manager; and 
Kristofer B. Sullivan, Director of Audit 

 Approved by: Robert E. Clift, Inspector General 
 
 
STATEMENT OF ACCORDANCE 
 
The department’s mission is to provide a safe transportation system that ensures the 
mobility of people and goods, enhances economic prosperity, and preserves the quality of 
our environment and communities. 
 
The Office of Inspector General’s mission is to promote integrity, accountability, and 
process improvement in the Department of Transportation by providing objective, fact-
based assessments to the DOT team. 
 
This work product was prepared pursuant to section 20.055, Florida Statutes, in 
accordance with the Association of Inspectors General Principles and Standards for 
Offices of Inspector General, and conforms with The Institute of Internal Auditors’  
International Standards for the Professional Practice of Internal Auditing. 
 
Please address inquiries regarding this report to the department’s Office of Inspector 
General at (850) 410-5800. 
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What We Did

	

As part of the Office of Inspector General’s 2014/15 audit plan development, the District Four Secretary, a statutorily designated member of the South Florida Regional Transportation Authority (SFRTA) governing board, expressed a concern about the lack of a transparent linkage between SFRTA’s approved operating budget and SFRTA’s actual expenditures. We initiated this engagement to determine the nature and extent of SFRTA’s expenditures and whether their financial records were in compliance with applicable laws, rules, and regulations. Additionally, we reviewed SFRTA’s $30.6 million annual appropriation of state financial assistance.



What We Found 



SFRTA, as determined by the Department of Financial Services (DFS), is a Special District and a nonstate entity that is a recipient of state financial assistance. We determined the Operating Agreement between SFRTA and the department does not fully comply with mandatory provisions required by Section 215.971, F.S. nor does it contain the procurement provisions outlined in Chapter 287, F.S. We also determined $153 million of state appropriations was omitted from audit coverage in accordance with the Florida Single Audit Act for fiscal years 2010/11 to 2014/15. Additionally, SFRTA did not provide a standard operating budget-to-actual expenditure report based upon the use of each grant or funding source.



What We Recommend 



We recommend

1. District Four execute a revised agreement between the Florida Department of Transportation (department) and SFRTA with mandatory provisions; 

2. SFRTA reissue Florida Single Audit reports for fiscal years 2010/11 to 2014/15, to provide audit coverage of the $153 million in state financial assistance previously omitted; and 

 3. SFRTA provide monthly budget-to-actual reports, by each grant or other funding source, for both its operating fund and capital funds.
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[bookmark: Background]BACKGROUND AND INTRODUCTION



Organizational Overview 



In 1989, Tri-County Commuter Rail Authority (Tri-Rail) was launched as a temporary alternative for area commuters during the Interstate 95 and Florida Turnpike expansion project, Tri-Rail runs up to 50 trains and services, for approximately 15,000 riders daily. Tri-Rail also provides feeder bus services to selected stations along its 72-mile corridor. The corridor, officially known as South Florida Rail Corridor (SFRC), was acquired by the state in 1988 and runs parallel to Interstate 95 and extends south to Miami International Airport and north into Palm Beach County. See Tri-Rail System Map in Appendix G. 



In 2003, the Florida Legislature established the South Florida Regional Transportation Authority (SFRTA) with the right to own, operate, maintain, and manage a transit system in the tri-county area of Miami-Dade, Broward, and Palm Beach counties.[footnoteRef:1] SFRTA was created as the successor and assignee of the Tri-County Commuter Rail Authority and inherited all rights, assets, labor agreements, appropriations, privileges, and obligations.  [1:  Chapter 343, Florida Statutes] 




The SFRTA is governed by a 10-member board. The board is comprised of three (3) county commissioners, three (3) county citizen representatives, three (3) gubernatorial appointees, and a FDOT district secretary, acting in an ex-officio capacity. All members have full voting privileges. Appendix H illustrates SFRTA’s governance and service delivery structure.



SFRTA uses third party contractors to provide a broad range of services, including day-to-day management, operations, train and Tri-Rail station maintenance, feeder bus services, train fueling, fare collection, and armed security services. A summary of SFRTA’s long term contract commitments are reported in Table 1. 



Table 1: SFRTA Long Term Third Party Contract Commitments
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Operating Funding Sources 



In conjunction with 2009 “Rail Bill” legislation, Chapter 343, F.S. established a dedicated funding source for SFRTA. A total annual appropriation of $30.6 million are sourced as follows:

· State Transportation Trust Fund of $13.3 million; and 

· FDOT Work Program commitments of $17.3 million.[footnoteRef:2] [2:  In 2015, SFRTA assumed responsibility for dispatch maintenance for the South Florida Rail Corridor increasing total annual appropriations in FY 2014/15 from $30.6 million to $43.1 million (SFRTA 2015 CAFR). ] 




SFRTA’s operations are also funded by passenger fares, Federal Transit Administration (FTA) and Federal Highway Administration (FHWA) grants, and dedicated funding from the three counties serviced by SFRTA.[footnoteRef:3]  [3:  $1.565 million per year each is provided by Miami-Dade, Broward, and Palm Beach counties. ] 


	

Since fiscal year (FY) 2010/11, SFRTA’s total annual operating budget has averaged $68.3 million.  A breakdown by funding source is illustrated in Figure 1.



Figure 1: 4-Year Funding Average (FY 2010/11 to FY 2013/14)  

































Source: SFRTA’s 2012 and 2013 CAFR



Expenditure Overview



In FY 2013/14, $58.5 million, or 78% of SFRTA’s budget, was used for operations such as train operating costs, feeder service, security, insurance, fuel, and maintenance of trains and stations. The $58.5 million includes the $30.6 million state appropriation. SFRTA also incurred costs for planning, engineering, marketing, legal, as well as general and administrative. See Table 2 below.

Table 2: Summary of Expenses, excluding depreciation
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Joint Participation Agreement



In June 2006, the department and SFRTA entered into JPA AOH38 to formalize the award of state financial assistance for the Tri-Rail commuter rail project. In addition to setting forth the duties and responsibilities of each party, the JPA, in accordance with Section 287.057 (13), F.S., extends the terms and conditions of the original agreement to each subsequent amendment or renewal. From 2007 through 2010, JPA AOH38 was amended four times for additional funding and/or extended time for contract performance. On December 10, 2010 at SFRTA’s request, the JPA was extended until June 13, 2013 when the operating agreement was executed in place of a JPA.



Operating Agreement



In June 2013, FDOT and SFRTA entered into an agreement for continuing operating rights for commuter rail service on the South Florida Rail Corridor for a 14 year period. Pursuant to this agreement, SFRTA, on behalf of the department, will manage, operate, maintain, and dispatch all railroad operations on the SFRC, and will also maintain and repair the rights-of-way, layover facilities and yards, state-owned buildings and facilities, tracks, bridges, communications, signals and all appurtenances on the SFRC in a satisfactory condition and in accordance with the specified standards:



...As a condition to maintaining the operating rights provided in this Agreement, SFRTA agrees to comply with the terms and conditions contained in this Agreement…..,and to conduct all activities in accordance with applicable federal and state laws and regulations and the operating rules, policies and procedures, adopted pursuant to such laws and regulations…., on the Corridor [SFRC].
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[bookmark: Finding1]Finding 1 – Revised Agreement Required	



We determined the Operating Agreement between SFRTA and the department does not fully comply with mandatory provisions required by Section 215.971, F.S. nor does it contain the procurement provisions outlined in Chapter 287, F.S.



SFRTA’s third party contracts in fiscal year 2013/14 totaled $58.5 million, or 78% of SFRTA’s budget. The state of Florida provided $30.6 million of this $58.5 million. Fair and open competition is a basic tenet of public procurement. Competition reduces the appearance and opportunity for favoritism and inspires public confidence that contracts are awarded equitably and economically; and that documentation of the acts taken and effective monitoring mechanisms are important means of curbing any improprieties and establishing public confidence in the process by which commodities and contractual services are procured. 



Section 215.971, F.S., Agreements Funded with Federal or State Assistance requires:

	

An agreement that provides state financial assistance to a recipient or a subrecipient… must include provisions that [summarized]:

· specify a scope of work that clearly establishes the tasks to be performed;

· deliverables must be received and accepted in writing before payment;

· each deliverable must be directly related to the scope of work;

· specify the required minimum level of service to be performed;

· establish criteria for evaluating its successful completion of each deliverable;

· specify the financial consequences if the recipient or subrecipient fails to perform;

· specify that a recipient or subrecipient of federal or state financial assistance may expend funds only for allowable costs incurred during the agreement period; 

· specify that any funds paid in excess of the amount to which the recipient or subrecipient is entitled under the terms and conditions of the agreement must be refunded; and 

· Any additional information required pursuant to section 215.97 F.S. (Florida Single Audit Act).



Chapter 287, F.S., Procurement of Personal Property and Services requires the competitive solicitation processes authorized in this section[footnoteRef:4] shall be used for procurement of commodities or contractual services in excess of the threshold amounts. [4:  Section 287.017, F. S., Purchasing categories, threshold amounts. ] 




Because SFRTA is a recipient of state financial assistance, we recommend District Four execute a revised agreement with SFRTA that incorporates, at the minimum, the mandatory provisions of section 215.971 and chapter 287, F.S. 

[bookmark: Finding2]Finding 2 – Florida Single Audit Act Compliance	



We determined $153 million of state appropriations was omitted from audit coverage in accordance with the Florida Single Audit Act for fiscal years 2010/11 to 2014/15. 



Entity Status



Based upon an audit confirmation memorandum response on February 1, 2016, SFRTA stated “…the Annual State Financial Assistance of $30.6 million is for operating assistance pursuant to Florida Statutes and is not subject to the [Florida] Single Audit Act.” 



Regarding its entity status, SFRTA also asserted:

· No Catalog of State Financial Assistance (CSFA) number has ever been assigned by the State to these funds because SFRTA’s operations are not a “state project.”

· The Single Audit Act only applies to “state financial assistance…to carry out state projects.”

· “State financial assistance” does not include…contracts to operate state-owned and contractor-operated facilities.  SFRTA, pursuant to a contract with FDOT, operates and maintains the FDOT-owned South Florida Rail Corridor upon which SFRTA operates its commuter rail passenger service. Section 215.97(2)(q), F.S.

· “State financial assistance” is provided by an “awarding” State agency. The funds provided to SFRTA under Chapter 2009-271, Laws of Florida, are not “awarded” by a State agency, but are transferred to SFRTA by direction of the Florida Legislature.  The department has no discretion whether to “award” these funds to SFRTA.

· These points were made by SFRTA to the FDOT District Four Secretary in a letter dated August 27, 2010. See Appendix K. These funds have been transferred directly to SFRTA since 2010. These funds have been deposited with the approval of the Department’s Comptroller. 

Based upon SFRTA’s February 1, 2016 response above, we requested a determination from DFS if the $30.6 million in annual state appropriations to SFRTA constitutes state financial assistance. 

DFS responded and determined[footnoteRef:5] that SFRTA is:   [5:  See Appendix J, DFS determination provided to FDOT OIG by Mark Merry, Bureau Chief, Division of Accounting and Auditing ] 


· a Nonstate[footnoteRef:6] Entity; [6:  Section 215.97(2)(m), F.S. [2014] states: Nonstate entity means a local government entity, nonprofit organization, or for-profit organization that receives state financial assistance. Section 215.97(8)(a), F.S. states: Each nonstate entity that meets the audit threshold requirements, in any fiscal year of the nonstate entity, stated in the rules of the Auditor General, shall have a state single audit conducted for such fiscal year in accordance with the requirements of this act and with additional requirements established in rules of the Department of Financial Services and rules of the Auditor General.] 


· a Special District;[footnoteRef:7] and [7:  SFRTA is listed on the official list of Special Districts online at the Florida Department of Economic Opportunity. ] 


· a recipient of state financial assistance.



Florida Single Audit Act



As a recipient of state financial assistance with expenditures of $500,000 or more, SFRTA is subject to the audit requirements of section 215.97, F.S., Florida Single Audit Act. The purpose of the Florida Single Audit function is to:

· establish uniform state audit requirements for state financial assistance provided by state agencies to nonstate entities to carry out state projects;

· promote sound financial management, including effective internal controls, with respect to state financial assistance administered by nonstate entities; and

· ensure, to the maximum extent possible, that state agencies monitor, use, and follow up on audits of state financial assistance provided to nonstate entities. 



The appropriated state funds for fiscal years 2010/11 to 2014/15, totaling $153 million, were improperly omitted from the required audit coverage. See Table 3 below. 



Table 3: Schedule of State Financial Assistance[footnoteRef:8]  [8:  Reported as “state grants (FDOT)” in the CAFRs.] 
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We recommend SFRTA’s Governing Board have the prior Florida Single Audit reports reissued to include coverage of the $153 million in state financial assistance received and comply with section 215.97, F.S., in future reporting periods.



[bookmark: Observation1]Observation 1 – Budget-to-Actual Expenditure Reporting	



Upon audit inquiry, SFRTA did not produce[footnoteRef:9] a budget-to-actual expenditure report listing the actual expenses associated with the use of each grant or funding source (Federal and State grants, passenger fare revenues, and other income). [9: On May 13, 2016, we requested a FY 2013/14 budget-to-actual expenditure report based upon revenue sources. On May 27, 2016, SFRTA provided a partial report only reporting the FY 2013/14 budgeted planned use of revenue sources. However, the report lacked the reporting of actual expenditures.] 




49 C.F.R. 18.20(b)(4) Budget Control states: [superseded by 2 CFR 200.302(b)(5)] 



Actual expenditures or outlays must be compared with budgeted amounts for each

grant or subgrant. Financial information must be related to performance or

productivity data, including the development of unit cost information whenever

appropriate or specifically required in the grant or subgrant agreement.



We were provided the approved FY 2013/14 operating budget that noted the planned use of funds by source, but the information lacked comparison to final budgetary amounts and actual expenditures. 



SFRTA’s CAFR includes a schedule of total budget-to-actual revenues and expenses as shown in Table 4 below, but a separate comparison budget-to-actual expenditures report showing how each grant or other funding source was used each month would enhance transparency and accountability of SFRTA’s management and use of funds.



Table 4: SFRTA CAFR Budget-to-Actual Financial Reporting

[image: ]

Source: SFRTA CAFR FY 2013/14



	

As stated in their September 12, 2016 letter, SFRTA “will voluntarily implement the OIG’s recommendation by consolidating all of the information it currently maintains in separate reports by providing a comparative budget to actual expenditures report for grants in the capital fund. In addition, SFRTA shall also provide a standard operating budget to actual expenditure report for grants in the general fund. Implementation shall begin in fiscal year 2016-2017 with a completion date of June 30, 2017.”















































































[bookmark: APPENDIXA]APPENDIX A – Purpose, Scope, and Methodology 



The purpose of this engagement was to determine South Florida Regional Transportation Authority’s compliance with the provisions of the Operating Agreement between the FDOT and SFRTA for the South Florida Rail Corridor and applicable federal and state laws, rules, and regulations.

	

In addition, as part of the Office of Inspector General’s 2014/15 audit plan development, the District Four Secretary, a statutorily designated member of the SFRTA governing board, expressed a concern about the lack of a transparent linkage between SFRTA’s approved budget and SFRTA’s actual expenditures.



The scope of this engagement included assessing the business relationship between the department and SFRTA, which included a review of SFRTA’s governance and compliance activities for the period July 1, 2010 to June 30, 2014.



The methodology included:

· interviewing SFRTA, FDOT Central Office, and district personnel;

· reviewing applicable federal and state laws, rules, and regulations;

· testing SFRTA expenditures from June 1, 2013 to June 30, 2014;

· reviewing Comprehensive Annual Financial Reports for fiscal years ending 

June 30, 2011, 2012, 2013, and 2014;

· reviewing Florida Single Audit Reports for fiscal years ending June 30, 2011, 2012, 2013, 2014; and 2015; and

· examining expenditure payments and supporting documentation. 



Total expenditures incurred during our test period of June 1, 2013 to June 30, 2014 were approximately $62 million. To determine whether expenditures were necessary, reasonable, allowable, and allocable, we judgmentally selected a sample of 21 transactions totaling $3,437,541 (5.5%) representing a cross-section of 9 expenditure categories. 



These expenditure categories included: 

· third party-service contract payments;

· legal fees;

· advertising and promotion;

· professional service fees; and

· travel. 
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[bookmark: APPENDIXF]APPENDIX F – OIG Follow-up to SFRTA’s Supplemental Response (Page 1 of 3)

Finding 1 and 2

We have modified the text of the report (in footnote 5, page 7 of report) to reflect the source of DFS’s determination.

In addition to the factors DFS used to make their determination, we noted (as shown in the excerpt below) SFRTA’s CAFR published for the past five years has reported the state funds received from the department as “State grants (FDOT).” This is contrary to SFRTA’s current assertion of the state funds received from the department as direct appropriations and/or dedicated funds. 

    2015 SFRTA CAFR
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All provisions in JPA AOH38, including Florida Single Audit, were extended on December 10, 2010, through the Extension of Time - Joint Participation Agreement requested by SFRTA and signed by Bruno Barreiro, Chair of the SFRTA Board (Appendix I). This memorandum stated “This Agreement shall terminate upon the execution by both parties of a replacement Operating Agreement,” which was executed in June 2013. 



With regards to the last two years of the OIG’s audit period, we agree that the governing Operating Agreement lacked the Florida Single Audit provision. However, state funds provided SFRTA were reported on DFS’s website as state financial assistance with a designated Catalog of State Financial Assistance (CSFA) number. See excerpt below for FY 2013/14. State agencies, non-state entities, and auditors are provided guidance in the Rules of the Auditor General Questions and Answers’ annual publication[footnoteRef:10] to determine if state funds received are considered state financial assistance and are subject to Florida Single Audit.  [10:  State of Florida Auditor General Office] 


APPENDIX F – OIG Follow-up to SFRTA’s Supplemental Response (Page 2 of 3)

[image: ]



















Source: Excerpt of CSFA published by DFS for the Florida 

Department of Transportation. 

DFS, the responsible authority, has determined the state funds provided to SFRTA is state financial assistance, and in accordance with Section 215.97 F.S., are subject to the Florida Single Audit Act. The amount affected by the audit recommendation in the report regarding Florida Single Audit coverage has changed to $153 million.[footnoteRef:11]  [11:  Reduced from $165.5 million to $153 million based upon the exclusion of funds related to the dispatch and maintenance of the corridor. ] 




Finding 3 (Removed)



As previously reported in our preliminary and tentative draft, we relied upon a FTA Region 4 determination that use of program funds (farebox revenues) for lobbying expenses is prohibited. Based upon responses from SFRTA and department management, we made telephone inquiries with FTA’s Executive Director Welbes and Chief Counsel Comito. The Executive Director and Chief Counsel advised that SFRTA currently only receives capital grants from FTA, which do not carry lobbying restrictions affecting program income (e.g. farebox revenues). 



Based on this new information, Finding 3 has been removed from our report.






APPENDIX F – OIG Follow-up to SFRTA’s Supplemental Response (Page 3 of 3)



Finding 4 (now Observation 1)



We have changed this to an observation. As stated in their September 12, 2016 letter, SFRTA has agreed to voluntarily implement the OIG’s recommendation by consolidating all of the information it currently maintains in separate reports by providing a comparative budget to actual expenditures report for grants in the capital fund. In addition, SFRTA shall also provide a standard operating budget to actual expenditure report for grants in the general fund. Implementation shall begin in fiscal year 2016/17 with a completion date of June 30, 2017.



Finding 5 and Observation (Removed)



The report has been modified to remove Finding 5 and the related observation addressing third party contracts. Fair and open competition is a basic tenet of public procurement. Competition reduces the appearance and opportunity for favoritism and inspires public confidence that contracts are awarded equitably and economically; and that documentation of the acts taken and effective monitoring mechanisms are important means of curbing any improprieties and establishing public confidence in the process by which commodities and contractual services are procured. 



Note: The 49 CFR provision referenced in the draft report (now superseded by 2 CFR 200 - Uniform Guidance) was included previously not because federal funds are conveyed through Chapter 343.58 F.S. appropriation but rather because SFRTA receives federal funds in addition to state appropriation which brings into applicability the Uniform Administrative Requirements.[footnoteRef:12] [12:  The Uniform Administrative Requirements contained in 2 CFR 200 requires FTA grantees to comply with applicable State procurement laws, rules, and regulations which supports Finding 1’s recommendation to add Chapter 287 commodity and contractual services provisions into the revised agreement.] 
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Source: Prepared by FDOT Office of Inspector General, Intermodal Audit Unit 
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Fiscal 


Year 


Ending 


June 30


Reported in 


Florida Single 


Audit


Reported in 


CAFR


2011-$                     30,600,000$        


2012-                       30,600,000          


2013-                       30,600,000          


2014-                       30,600,000          


2015-                       30,600,000          


Total-$                     153,000,000$      


Source: Florida Single Audit and CAFR
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Contractor's NameStartTermAmountPurpose


Hyundai RotemSeptember 200610 years $   44,710,372 commuter railcars


Veolia Transportation ServicesJanuary 200710 years    105,916,013 trains operations


Bombardier Mass Transit CorporationMarch 200710 years    151,484,954 train maintenance


BV Oil CompanyJanuary 20135 years      49,000,000 train fuel


Keolis Transit ServicesJanuary 20097 years      22,909,542 feeder bus service


Meridian Management CorporationAugust 20105 years      10,630,193 station maintenance


G4S Secure Solutions USA Inc.November 20105 years      27,587,088 trains security


  Total $  412,238,162 


Source: SFRTA 2014 Comprehensive Annual Financial Report (CAFR)
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