4

Texas
Department
of Transportation

Internal Audit Follow-Up Report

Design-Build Stipend Payments

TxDOT Internal Audit Division
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Objective

To assess the status of corrective actions for high-risk Management Action Plans (MAPS)
previously communicated in the Design-Build Stipend Payments audit report issued May
20109.

Summary Results
Testing consisted of an evaluation of two MAPs to determine if corrective actions were
implemented as agreed.

MAP Status Comments
2 Closed Corrective actions have been completed.

Scope

The engagement was conducted during the period from February 3, 2020 to March 18,
2020. The engagement focused on updates to procedures for the documentation of work
product valuation, and creation of a process to track and present work products purchased
through stipend payments.

Methodology
The methodology used to complete the objectives of this engagement included:
= Interviewed Project Finance, Debt and Strategic Contracts Division (PFD) personnel
including Private Public Partnership (PPP) Deputy Project Manager and PPP Project
Manager.
= Reviewed PFD’s Payment for Work Product (Stipend) Preparation and Processing
standard operating procedure to determine if updates included requirements for
documenting assumptions and methodology for work product valuations.
= Obtained the Work Product Tracker to identify the work product information
presented for district/division use.
- Judgmentally selected three work products for review from the Work Product
Tracker based on work product value add type and alternative technical
concept (ATC) apparent cost savings amount.
= For the three selected work products, reviewed the corresponding technical white
papers to verify that assumptions and methodology for the work product payments
were included.
= Reviewed the meeting agenda and minutes for the January 2020 Statewide
Programmatic Working Group Meeting to determine if work products purchased
through stipend payments were included.

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 Design-Build Stipend
Payment Follow-Up engagement which was conducted as part of the Fiscal Year (FY) 2020
Audit Plan.

The Texas Transportation Code Chapter §223.249 allows TxDOT to pay unsuccessful
proposers for design-build projects a stipend payment that is a minimum of .25% of the
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awarded design-build contract amount, providing payment does not exceed the valuation of
the work products included in the proposal.

PFD along with third-party consultants perform an evaluation of the work products within the
unsuccessful proposals for work product valuation and document this evaluation within
technical white papers.

We conducted this follow-up engagement 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 engagement to obtain sufficient, appropriate evidence to provide a reasonable basis for
our conclusions based on our engagement objective. Recommendations to mitigate risks
identified were previously provided to management during the original engagement to assist
in the formulation of the management action plans referenced in this report. The Internal
Audit Division uses the Committee of Sponsoring Organizations of the Treadway Commission
(COSO0) Internal Control - Integrated Framework version 2013.
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Detailed MAP Follow-Up Status

MAP Status: Closed
Corrective actions have been completed.

Original Audit Finding No. 1: Documentation Requirements for Work Product Valuation

MAP Owner: Benjamin Asher, Director, Project Finance, Debt and Strategic Contracts
Division

MAP 1.1: The Project Finance, Debt and Strategic Contracts Division will update the
internal Payment for Work Product (Stipend) Preparation and Processing procedure to
provide additional direction for documenting assumptions and methodology used for
work product valuation and record retention requirements for those items.

Original Completion Date: July 15, 2019
Actual Completion Date: July 15, 2019

Original Audit Finding No. 2: Tracking and Utilization of Work Products Acquired

MAP Owner: Benjamin Asher, Director, Project Finance, Debt and Strategic Contracts
Division

MAP 2.2: The Project Finance, Debt and Strategic Contracts Division (PFD) will establish
a process to identify, track, and present purchased work product to the statewide
programmatic working group that can be shared statewide. PFD will implement the work
product tracking process starting with the fiscal year 2019 design-build projects.

Original Completion Date: November 15, 2019
Revised Completion Date: January 15, 2020
Actual Completion Date: January 9, 2020

Closing Comments

The results of this MAP Follow-Up engagement were provided to the Project Finance, Debt
and Strategic Contracts Division Director on May 4, 2020. The Internal Audit Division
appreciates the cooperation and assistance received from the personnel contacted during
this engagement.
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