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Objective

To evaluate the effectiveness and efficiency of the campus consolidation invoicing
processes and vendor management for the campus consolidation project.

Opinion

Based on the audit scope areas reviewed, control mechanisms are effective and
substantially address risk factors and exposures considered significant relative to impacting
reporting reliability, operational execution, and compliance. The organization's system of
internal controls provides reasonable assurance that key goals and objectives will be
achieved despite control gap corrections and improvement opportunities identified. Control
gap corrections and improvement opportunities identified have the potential to negatively
impact the achievement of the organization's business/control objectives.

Overall Engagement Assessment Satisfactory

Control Environment

The campus consolidation project is led by a project team with contract managers from the
Support Services Division (SSD) who oversee each phase of the project: 1) change
management and engagement, 2) architecture and engineering, and 3) construction. Freese
and Nichols (FN) acts as the Construction Management Agency (CMA) and ensures design
and construction needs meet TxDOT’s standards.

Project deliverables are reviewed and approved for compliance with contractual and work
authorization requirements. Major deliverables related to on-going change management
phase are approved by TxDOT’s executive team via the Chief Administrative Officer, in
addition to being reviewed and approved by SSD. The campus consolidation project team,
which includes the project lead, architect, and construction manager within TxDOT, reviews
and approves invoice packages and supporting documentation based on work completed
and TxDOT’s signatory authority. FN verifies the prime contractor’s work delivery, provides
dedicated onsite project management, inspects daily construction work, and reviews
invoices/deliverables. Approvals are obtained and documented within SSD before payment
is processed by the Financial Management Division (FIN), which should be within 30 days of
invoice receipt, per each contract.

The campus consolidation project team meets with contractors weekly to discuss project
status and financials, as well as, track action items to completion and communicate
performance feedback. Project expenditures are documented in the campus consolidation
summary document that is used to reconcile to charges noted in TxDOT’s enterprise
resource planning (ERP) system. TxDOT has approved and paid $43.3 million out of $327.2
million. Most of the remaining balance supports the construction phase.

The change order process is initiated when a change to the original scope of work is
requested by either the contractor/architect or TXDOT Administration. Change orders are
reviewed and approved by the project team, SSD Director, and the Chief Administrative
Officer; however, no change orders have been initiated as of this audit.
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Summary Results
Audit testing completed not resulting in management action plans.

Scope Area

Invoice Review Process

Evidence

24 of 24 (100%) invoice packages with a total value of
$27,473,613 were reviewed and determined:
— Appropriate levels of reviews via DocuSign, per
SSD process.
— Appropriate approvals based on the signatory
authority.
- Approval within 30 days of the invoice receipt
date, per contractual requirements.
- Amounts agreed to the campus consolidation
summary document maintained by SSD.
23 of 24 (96%) invoice packages tested included
documentation supporting deliverables billed and/or
work completed. The one subconsultant charge of
$2,649 for a survey was not supported.

Vendor Management

All four contracts’ financial and status updates are
communicated to the Chief Administrative Officer bi-
weekly.

Four weekly Owner-Architect-Contractor status meetings
were observed. It was noted that communication and
collaboration between parties was effective and
includes a process to reconcile project financials and
status.

Audit Scope and Methodology

The audit was conducted during the period from May 18, 2020 to July 15, 2020. Testing
focused on the invoice review process and vendor management for the four primary
contracts associated with the campus consolidation project. The invoice package population
included 110 invoice packages from June 2018 to April 2020.

Scope Area 1: Invoice Review Process - to determine if the services/deliverables billed were
properly supported and approved.

Methodology included:
Reviewed TxDOT internal policies/documentation including TxDOT criteria on

purchase delegation.

Interviewed the contract manager for each contract to understand the invoice review

process.

Interviewed the project budget/financial analyst within SSD to understand how
financials related to the project are being tracked through SSD’s invoice summary
reconciliation (i.e., campus consolidation summary document).

Obtained a list of invoice packages paid to date for the campus consolidation project.
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= Judgmentally selected six invoice packages over the same period (the three most
recent invoices and three others, judgmentally selected based on dollar value) for
testing from each of the four primary contracts.
— Ensured levels of review of invoice packages, based on SSD invoice review
process.
- Ensured approvals of invoice packages based on the signatory authority were
obtained in a timely manner and consistently documented.
- Verified documentation supporting deliverables billed and/or work completed,
and whether they matched the contract.
- Ensured invoice amount agreed to the invoice summary reconciliation (i.e.,
campus consolidation summary document).
- Ensured the executive team approval was obtained and documented for the
deliverables associated with the Guidehouse contract.

Scope Area 2: Vendor Management - to gain an understanding of and evaluate the vendor
management process for all contracts associated with the campus consolidation project.

Methodology included:
= Interviewed the contract manager for each contract to understand their role,
gualifications, and contract monitoring process.
— Determined if there was a process in place to reconcile project financials and
status along with supporting documentation.
- Determined if there was a process in place to evaluate/inspect the work
performed by the contractor, as well as, a quality control process.
= Determined if there were any status updates being reported to the Chief
Administrative Officer (CAO).
= |nterviewed FN’s project manager to understand their role and responsibilities for
validating deliverables/work performed.
= Attended weekly Owner-Architect-Contractor status meetings to observe and gain an
understanding of the communication flow and collaborative efforts for the project.

Methodology included within both Scope 1 and Scope 2:
= Reviewed applicable sections of the Texas Government Code (TCG) Title 10, Title VI
Assurance related to the Civil Rights Act, and the Office of Management and Budget
cost accounting standards to determine criteria for further testing.
= Reviewed the contracts for each vendor to determine criteria for further testing.

Background

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
Phase I: Invoice and Vendor Management audit which was conducted as part of the Fiscal
Year (FY) 2020 Audit Plan.

The campus consolidation project is the consolidation of five Austin area campuses into a
single location at 6230 E. Stassney Lane in Austin, TX. Most of the divisions plan to move to
the new Stassney campus in 2022. The project budget has multiple state funding sources,
mainly through the 86th Texas Legislature and Governor approved 2020-21 biennial budget.
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There are four primary vendors for the three workstreams of this project at a total of
$327.2M, as shown in the table below:

Workstream: SIS
: Management Design Construction
Vendor: Guidehouse Marmon Mok FN J. T. Vaughn
Org. Change .
. Contractor/ Construction Management
Contract Type: Manag_ement Consultant Agent - Owner Agent Contractor
Services

Contract Deliverable Construction-
Payment Based Lump Sum Specified Rate Manager-At-Risk
Method: (CMAR)

Contract Value $3 million $17.6 million $8.2 million $298.4 million

The CMAR contract with J. T. Vaughn has a guaranteed maximum price (GMP), which means
that the amount agreed upon by the contracting parties is the maximum cost to TxDOT. The
CMAR will be responsible for any costs beyond the GMP’s cost.

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 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 reporting, 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
reporting misstatement and reliability, operational sub-optimization, or non-compliance
particularly in areas not included in the scope of this audit.
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Observations and Recommendations

Audit Observation (a): Inconsistent Deliverable Approval Process

Documentation needs to be developed to provide clarity on those needing to approve work
completed by Guidehouse. Based on discussion with the Support Services Division (SSD),
some deliverables are to be approved by the executive team agreeing upon receipt of
service and documented. This process was not defined in SSD policy.

Effect/Potential Impact

Not documenting current procedures could hinder the effectiveness and the efficiency of the
deliverable approval process, as well as, could result in an inconsistency of interpreting what
should be approved by the executive team.

Audit Recommendation

The project governance team should document standard operating procedures on what
Guidehouse deliverables are to be approved by the executive team and should obtain
documented executive team approval for those deliverables.

Audit Observation (b): Subconsultant Charge Was Not Supported
Testing was performed on a judgmental sample of six Freese and Nichols (FN) invoice
packages (total amount $476,163) from June 2018 to April 2020 to determine whether
FN/subconsultant charges were supported within the invoice package:
= 1 of 13 (8%) FN/subconsultant charge of $2,649 on the February 2020 invoice (total
value of $72,544) was not supported.

Effect/Potential Impact
TxDOT may pay for goods or services that it did not receive or that were not authorized within
the contract.

Recommendation

The Support Services Division (SSD) invoice review process needs to ensure supporting
documentation of all line items on invoices.
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Summary Results Based on Enterprise Risk Management Framework
Audit Results Dashboard

Campus Consolidation Phase I Invoice and Vendor Management
Scope Areas Evaluated

Business Objectives (Reporting, Operational, Compliance) 0,cC R, O

ERM Component Control Activities Invoice Review Process Vendor Management

Organizational Tone

Business Objective/Goal-Setting
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Information & - ation P N
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Management Action Plans

Needs
Exempla Satisfacto Unsatisfacto
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Closing Comments

The results of this audit were discussed with the Support Services Division Director on
August 25, 2020. The Internal Audit Division appreciates the cooperation and assistance
received from the Support Services Division during this audit.
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