e e

Texas
Department
of Transportation

Internal Audit Division Report

Campus Consolidation IV - Surplus Property




Campus Consolidation IV - Surplus Property TxDOT Internal Audit Division

Executive Summary

Objective

To validate the non-inventoried and inventoried items were tracked and disposed of correctly that were
related to the campus consolidation to the Stassney location.

Overall Engagement Assessment - X
Priority 1 Priority 2  Priority 3  Priority 4

Control mechanisms are not designed or operating to optimize program efficiency and effectiveness.
Programmatic improvements can be achieved by addressing control deficiencies identified.
Improvements to address deficiencies include redesign, execution, and performance measurement.

Summary Results

Management concurs with the below finding and prepared management action plans to address
deficiencies.

Finding 1: Surplus Property Disposal

Control X Operating
Design Effectiveness

The documentation supporting the management of disposing non-inventoried surplus items was not

consistently maintained for the disposal methods and final custody to affirm compliance with Texas

Government Code 403 Section 403.273, which governs the accounting and reporting of agency property by

both TxDOT and the Comptroller of Public Accounts.

= 14,196 of 38,163 (37%) disposed non-inventoried surplus items could not be validated through the
documentation provided by SSD to support the disposal methods (TxDOT Sales, recycling, salvage, scrap,
and disposal) and final custody of surplus items.

X Division | Support Services Division (SSD) District No

(Impact): Documentation not maintained to track the disposal methods and final custody of non-inventoried
surplus items prevents TxDOT from being able to affirm it met state requirements and that the final custody
of surplus is accurate.

Audit testing completed not resulting in management action plans.
Scope Area 1: Surplus Asset Process

= Testing of 30 items identified as repurposed were picked up and tracked as required by the districts.

=  Sales lots were advertised as required by the State of Texas on the Texas Facilities Commission (TFC)
property sales site.

= The documentation maintained for the 9,838 surplus items comprised of monitors, phones, and
miscellaneous Information Technology (IT) items met state requirements and documented final custody.

»= Bins used to dispose of non-inventoried surplus items yielded $6,777 in income to the agency.

Scope Area 2: Campus Consolidation Process

= The third-party vendor completed their contractual obligations related to documentation of office
inventory identified and assessed by the divisions, scheduled move plans, and documented milestones
supporting the consolidation of five office buildings.

Control Environment

TxDOT’s Property Management Procedures Manual defines inventoried agency property as an asset
that has a value equal to or greater than the comptroller capitalization threshold of $5K or higher which
is tracked in the State Property Accounting System (SPA). Inventory below $5K is considered non-
inventory property and is not tracked in SPA, but it is the responsibility of the agency to manage the
custody of the property. Surplus Property as defined by Texas Government Code (TGC) Chapter 2175,
Surplus and Salvage Property is agency property that exceeds state agency needs.
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TxDOT’s management of agency property is required to follow TGC Chapter 403 Section 403.273 which
documents that each agency is responsible for the custody and care of property that it possesses with
supporting records to demonstrate agency custody. Additionally, an assigned property manager is
required and was completed by assigning SSD. SSD is responsible for gathering information for the
annual inventoried property counts and the management of inventoried and non-inventoried agency
property and its surplus.

The designation of surplus for both inventoried and non-inventoried agency property was the
responsibility of the divisions being consolidated from the five office buildings to the TxDOT operation’s
campus with SSD following TGC Chapter 2175 Surplus and Salvage Property requirements to reduce
the volume of surplus that would require storage.

Background

The five office buildings consolidation (Chevy Chase, Centimeter Circle, Camp Hubbard, Riverside, and
Cedar Park) into the operation’s campus on Stassney began with the division’s assessing their
assigned property to determine if the surplus was reusable, required relocation to the new campus or
was designated as surplus that required disposal. TxDOT contracted a third-party vendor to support the
process by assisting the division with the documentation of the property and the division’s
assessment. It also used the third-party vendor to facilitate the movement of the agency property that
would be used or required storage at the new location. The type of agency property identified and
assessed by the divisions was derived from the listing completed by the third-party vendor. (Table 1)

Table 1
Type Non- Number of Agency Repurposed/Relocated Surplus Agency Property for
Inventoried Agency Property Identified and to Stassney Disposal
Property Identified Assessed
and Assessed
Shelves 5,149 478 4,671
Cubicles 4,099 52 4,047
Chairs 7,508 1,244 6,264
Misc. Office 10,939 1,173 9,766
Lab Equipment 364 13 351
TVs 266 113 153
Miscellaneous IT 4,064 389 3,675
Monitors 3,691 59 3,632
Phones 2,083 2 2,081
TOTAL 38,163 3,523 34,640

Source: Facilities Resource, Inc., and SSD
Definitions: 1) Shelves - shelving, bookcases, carts, file cabinets. 2) Misc. Office - tables, other furniture, whiteboard, bulletin
boards, task lights, coat racks, small kitchen appliances, projectors/scanner/plotter.

The 34,640 agency property items designated as non-inventoried surplus required SSD and
Information Technology Division (ITD) to begin the process of reducing the amount of surplus by 1) re-
purposing within the agency or transferring to other state agencies, 2) sales through the TFC, 3) sales
completed by TxDOT, 4) recycling, 5) salvaging, 6) scrapping, and 7) disposal of the surplus agency
property.

ITD facilitated the reduction of non-inventoried surplus by using its third-party vendor that supports
mobile services and the management of laptops to reduce the miscellaneous IT, monitors, and phones
identified by the divisions. SSD managed the reduction of non-inventoried surplus related to shelving,
cubicles, chairs, miscellaneous office equipment, and TVs.
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Detailed Audit Report

Scope and Methodology

The audit was conducted during the period from May 23, 2023, to July 12, 2023. The engagement
assessed the management of the agency’s property identified as surplus due to the consolidation of
five offices into a single TxDOT operation campus and the oversight of the third-party vendors that
supported the documentation and movement of agency property.

Scope Area 1: Surplus Asset Process

To validate the disposal methods and custody of repurposed, relocated, and disposed surplus through

documentation to ensure the disposal methods and final custody of the surplus items met State of Texas

requirements.

= Reviewed documentation of the property located in the five TXDOT Campuses that was surplus, and the
final documentation of custody based on the method used to reduce TxDOT surplus.

= Researched state, and TxDOT criteria for the managing and disposal of surplus property.

=  Conducted interviews with key personnel in the Support Services Division (SSD), Information Technology
Division (ITD), and the districts involved in either managing or receiving surplus property.

= Judgmentally selected 30 district property requests to validate they were filled with agency property that
was derived from the consolidation and repurposed to be used by a district.

= Reviewed sale lots completed from May 1, 2021, through May 31, 2022, to determine if surplus related
to the consolidation process was included.

= Assessed the bin documentation used to document disposal methods (recycling, salvaging, scrapping,
and/or disposing) and the final custody of surplus items for each of the five office buildings.

Scope Area 2: Campus Consolidation Process

To evaluate the effectiveness of the oversight of the third-party vendor agreement: reviewed to ensure it
effectively supported the consolidation of five office buildings into the TxDOT operation’s campus on
Stassney.
= Reviewed and documented third-party vendor contractual requirements to identify the key deliverables
used to support the consolidation.
- Reviewed the documentation completed for the identification and assessment of the agency
property completed by the divisions located at the five office buildings being consolidated.
- Determined if the schedule moves completed by the third-party vendor met the contractual
requirements.
- Validated the documented milestones were completed as required by the third-party vendor.

March 2024 3



Campus Consolidation IV - Surplus Property TxDOT Internal Audit Division

| Detailed Audit Finding and Management Action Plans (MAPs) ‘

Finding No. 1: Surplus Property Disposal

Condition

The documentation supporting the management of disposing non-inventoried surplus items was not
consistently maintained to document the disposal methods and final custody of non-inventoried
surplus items to affirm compliance with Texas Government Code 403 Section 403.273, which governs
the accounting and reporting of agency property by both TxDOT and the Comptroller of Public Accounts.

Effect/Potential Impact

Documentation not maintained to track the disposal methods and final custody of non-inventoried
surplus items prevents TxDOT from being able to affirm it met state requirements and that the final
custody of surplus is accurate.

Criteria

Texas Government Code 403 Section 403.273 documents that each agency is responsible for the
custody and care of property that it possesses with supporting records that demonstrate agency
custody. It also requires the agency to designate a property manager to facilitate the management of
assigned agency property.

TxDOT’s Property Management Procedures Manual defines inventoried agency property as an asset
that has a value equal to or greater than the comptroller capitalization threshold established for its
specific asset type of $5K or higher which is tracked in the State Property Accounting System (SPA).
Inventory below $5K is considered non-inventory property and is not tracked in SPA, but it's the
responsibility of the agency to manage the custody of the property.

Texas Government Code (TGC) Chapter 2175, Surplus and Salvage Property defines surplus property
as agency property that exceeds state agency needs and it documents the required methods that can
be used to dispose of inventoried and non-inventoried surplus items.

Cause

Support Services Division (SSD) does not traditionally manage the amount of non-inventory surplus that
was created from the consolidation of the five campuses, and it did not have a formal process in place
to document the surplus methods used to ensure compliance and final custody of property.

Evidence

Disposal of TxDOT Property

A review was completed to determine if the documentation maintained the disposal methods and final
custody of the SSD managed non-inventoried surplus, derived from the consolidation of the five office
buildings. The agency is required by the State of Texas to reduce surplus using the following disposal
methods 1) repurposing for use by another division/district or agency, 2) use or storage at Stassney, 3)
sending to the Texas Facilities Commission (TFC) to use their services, 4) conduct a TXDOT administered
sale, 5) recycling/salvaging, or 6) disposal (scrapping or trashing). (See Table 2)
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Table 2
Third- Reused Relocated Custod o
TFC Recycle/ | Scrap/ Custody y Custody
= P 17 i Process Salvage | Disposal Tracked e not
Identified Districts Stassney g P Tracked
Tracked
Lab
. 364 10 3 0 0 0 0 13 351 96%
Equipment
Shelves 5,149 275 203 1,037 0 0 0 11,515 | 3,634 71%
Chairs 7,508 1,240 4 1,599 0 0 0 2,843 4,665 62%
TVs 266 113 0 8 0 0 0 121 145 55%
Cubicles 4,099 45 7 91 0 0 2,278 2,421 1,678 41%
(';/lflﬂsge 10,939 710 463 4,968 0 0 1,075 7,216 3,723 34%
Misc.IT/
Monitors/ | 9,838 N/A N/A N/A N/A N/A N/A 9,838 0 N/A
Phones
Total 38,163 | 2,393 680 7,703 - - 3,363 | 33,967 | 14,196 37%

Source: Facilities Resource, Inc. and SSD

Definitions: 1) Shelves - shelving, bookcases, carts, file cabinets. 2) Misc. Office - tables, other furniture, whiteboard, bulletin

boards, task lights, coat racks, small kitchen appliances, projectors/scanner/plotter.

TxDOT Disposal Processes

= 14,196 of 38,163 (37%) of the disposed surplus could not be validated through the documentation
provided by SSD to support the disposal method and final custody of the non-inventoried surplus.

— SSD completed 421 sale lots (TxDOT Sales) from May 1, 2021, through May 31, 2022,
which included surplus property derived from the consolidation of the five buildings,
however, documentation was not maintained to validate final custody of the non-inventoried
surplus.

— SSD communicated through the interview process that 64 bins were provided to the five
office buildings to support the recycling, salvaging, scraping, and disposal of non-inventoried
surplus items.

o 45 of 64 (70%) bins were filled with agency surplus items that were determined to
have no value and were disposed of with no documentation to support the final
custody of non-inventoried surplus.

Management Action Plans (MAPSs):

MAP 1.1 | Completion Date: March 15, 2024 | Division: | X | District: |

= Support Services Division will update the policies and procedures to document the method(s) that will be
used to document the disposal method and final custody of non-inventoried TxDOT property.

= The developed methods will be supported with a listing of documentation that will be maintained to
affirm the disposal methods and the final custody of the non-inventoried surplus items (i.e., emails and
receipts).

=  Maintain the Facilities Resources listing of agency property accounts and other supporting
documentation that supports the 14,129 items that were effectively tracked based on the records
retention requirements.

MAP Owner: | Brian Sweat, Director, Support Service Division
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| Summary Results Based on Enterprise Risk Management Framework ‘

The Internal Audit Division uses the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) Internal Control-Integrated Framework version 2013.

A defined set of control objectives was utilized to focus on operational and compliance goals for the
identified scope areas. Our audit opinion is an assessment of the health of the overall control
environment based on (1) the effectiveness of the enterprise risk management activities throughout the
audit period and (2) the degree to which the defined control objectives were being met. Our audit
opinion is not a guarantee against operational sub-optimization or non-compliance, particularly in areas
not included in the scope of this audit.

Audit Results Dashboard
Campus Consolidation IV - Surplus Property

Scope Areas Evaluated Scope Areas Evaluated

Business Objectives (Operational, Compliance) 0,C 0,C
ERM Component Control Activities Surplus Asset Process Campus Consolidation Process

Organizational Tone

Business Objective/Performance Measures

Control

B —— Resource Capacity

Forecasting/Budget

Training and Development

Risk Identification/Planning

Risk A /Impact Analysi:

Risk A

Risk Response/Cost-Benefit Analysis

Business Continuity

Policies/Procedure Development & Maintenance 1 _

Review/Approvals

Supporting Evidence/Records Retention 1
Control Activities

Segregation of Duties

Safeguarding Assets

General IT Controls

Data/Information Classification

Data/Information Input

Information &

Communication Data/Information Processing

Data/Information Output

Internal and External Reporting

Evaluations/Inspections

Quality Control/Quality Assurance Reviews

Monitoring
Reconciliations il

Management Assessments

Scope Area Assessment

Rating Assessment Grid T prioiys [P
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] Closing Comments ‘

This report is prepared for the Texas Transportation Commission and for the Administration and
Management of TxDOT. The report presents the results of the Campus Consolidation IV - Surplus
Inventory audit which was conducted as part of the Fiscal Year (FY) 2023 Audit Plan.

We conducted this performance audit in accordance with Generally Accepted Government Auditing
Standards and in conformance with the International Standards for the Professional Practice of Internal
Auditing. Those standards require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions based on our audit objectives.
Recommendations to mitigate risks identified were provided to management during the engagement to
assist in the formulation of the management action plans included in this report.

The results of this audit were discussed with the Support Services Division (SSD) on November 16,

2023. The Internal Audit Division appreciates the cooperation and assistance received from the
personnel contacted during this audit.
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