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Objective
To determine if the Travel and Expense Module tool is effective and efficient for business
operations.

Opinion

Based on the audit scope areas reviewed, control mechanisms are effective and sustainable
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 improvement opportunities identified. Improvement opportunities
identified include minor enhancements that would improve achievement of
(control/business) objectives but are not currently resulting in negative impacts to the
organization.

Overall Engagement Assessment Satisfactory

Finding
Operating
Title Control Design | Effectiveness Rating
Finding 1 | Expense Report Cycle Time Efficiency X X Satisfactory

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

Control Environment

Financial Management Division (FIN) oversees the processing of travel expense claims in
the Enterprise Resource Management System (ERP) Travel and Expense (T&E) Module. FIN
established travel policies and procedures, job aids, and training courses for employees.
FIN also established monitoring reports including the monthly pending expense report
reviews.

Each traveler’'s expense claim (expense reports) requires three levels of approval from: 1)
their district/division travel coordinator, 2) their Human Resource (HR) supervisor, and 3) a
FIN Prepay Auditor, in succession. Any of the three levels of approval can send back expense
reports to the traveler if errors or omissions are identified. The traveler is required to
address the issues and resubmit the expense report for approval. As of October 1, 2019,
44% of the 36,413 expense reports processed since implementation were sent back at
least once to the traveler for correction. FIN has established a goal of three business days
for review and approval at each level before automatic escalation notices are sent out. At
the time of the audit, FIN had two of seven full-time Prepay Auditor positions vacant, which
caused a delay in review and approval of expense reports beyond the timeframe of the audit
testing.

Hotel reservations and hotel direct billing were outsourced to a third party in February 2019.

While direct billing limits exposure to the traveler, it incorporates additional responsibilities
for FIN. The change in hotel procedures resulted in an increase in direct bill charges and
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additional resources for FIN to process and pay the respective invoices. Resubmittals of
expense reports also increased when new procedures were introduced.

Summary Results

Audit testing completed resulting in management action plans.

Finding  Scope Area

Expense
1 Report Review
and Approval

Evidence

Reviewed the cycle time for a random sample of 80 of 568

expense reports from July 9, 2018 through October 1, 2019

that exceeded 30 days from the traveler’s initial submission

to final approval for payment:

Resubmittals

e 55 of 80 expense reports were resubmitted 2 or 3 times
and averaged 81 days for final approval for payment.

e 20 of 80 expense reports were resubmitted 4 or 5 times
and averaged 65 days for final approval for payment.

e 5 of 80 expense reports were resubmitted 6 times and
averaged 51 days for final approval for payment.

Timeliness

o 47 of 80 (59%) expense reports were delayed awaiting

correction and resubmittal by the traveler ranging from 17

to 314 days.

o 25 0of 80 (31%) expense reports were delayed while
awaiting Prepay Auditor review ranging from 15 to 54
days.

e 5 of 80 (6%) expense reports were delayed awaiting HR
Supervisor review ranging from 19 to 256 days.

e 3 0f 80 (4%) expense reports were delayed pending Travel

Coordinator review ranging from 18 to 21 days.

Audit testing completed not resulting in management action plans.

Scope Area Evidence

Expense Report Review
and Approval

Approval Process and Segregation of Duties:

e All 36,413 expense reports paid between July 9, 2018 and

October 1, 2019 were:

0 Approved by authorized staff at the Prepay Auditor

level.

0 Validated that no expense report was submitted and

approved by the same traveler.

0 Expense reports were validated as approved by an

authorized Travel Coordinator at the time of
submission.
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GSA maximum rates:

e Testing validated meals did not exceed the GSA maximum
rate for expense reports paid between July 9, 2018 and
October 1, 2019:

0 For 22,385 expense reports, no overnight daily meal
allowances exceeded maximum rate of $46 per day.

0 60 randomly selected expense reports had no
payments for out of state daily meal allowances that
exceeded the GSA maximum rate.

0 Less than 1% expense reports exceeded the GSA
maximum rate of $36 for non-overnight daily meals.

e For 1,772 expense reports with overnight lodging rates that
exceeded the GSA maximum rate, 58 of 60 judgmentally
sampled did reduce their daily meals to offset the overage or
received an approved exception to exceed.

e 60 judgmentally sampled direct bill invoices paid between
Direct Bill Reconciliation February 1, 2019 and October 1, 2019 reconciled to
supporting documentation in travel expense reports.

Expense Report Review
and Approval

Audit Scope and Methodology

The audit was conducted during the period from September 30, 2019 to November 15,
2019. The audit focused on accuracy, approval, and timeliness of the 36,413 expense
reports totaling $12.1 million processed from July 9, 2018 to October 1, 2019.

Scope Area 1: Travel Expense Report Review and Approval - To determine if travel expenses
paid were accurate, processed timely, and approved by authorized staff.

Methodology included:

e Evaluated approvals of expense reports between July 9, 2018 through October 1, 2019,
to ensure approval by personnel with authorized access and personnel with approval
authority did not approve their own expense reports.

e Validated meals and lodging did not exceed the General Services Administration (GSA)
maximum rate for expense reports paid between July 9, 2018 and October 1, 2019:

0 Determined if all in-state meals did not exceed the GSA maximum of $46 for
overnight travel and $36 for non-overnight travel.

0 Judgmentally sampled 60 expense reports to ensure a notification for exceeding
the maximum in-state GSA rate and reduction of the meal allowance was
documented.

0 Analyzed a random sample of 60 out-of-state meals that exceeded the GSA base
rate of $55 to determine if meals exceeded the maximum rate specific to the
location traveled.

e Analyzed expense reports that were sent back to the traveler and resubmitted between
July 9, 2018 and October 1, 2019 to determine trends/root causes for delays in
submission by traveler, review level, and division/district.

0 Evaluated a random sample of 80 expense reports that exceeded 30 days for
approval and were sent back more than one time to determine trends in
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errors/reasons for return, reviewer comments, and timeliness at each review
level.

Scope Area 2: Direct Bill Reconciliation - To determine if direct bills for hotels, airfare, and
rental cars were supported by approved travel expense reports.

Methodology included:

e Evaluated a judgmental sample of 30 expense reports that included lodging billed
directly to TxDOT between February 1, 2019 and October 2019 to determine:

0 that the voucher payments for lodging were reconciled to an approved expense
report.

0 there was supporting documentation (i.e. hotel receipt) attached to the expense
report.

e Evaluated a random sample of 15 expense reports for airfare and 15 expense reports
that included rental car charges billed directly to TxDOT between February 1, 2019 and
October 2019 to determine:

0 that the voucher payments for airfare and rental cars were reconciled to an
approved expense report.

0 there was supporting documentation (i.e. airline and rental car receipts) attached
to the expense report.

Methodology included within both Scope 1 and Scope 2:

e Reviewed state regulations and TxDOT policies and procedures including Texas
Government Code (TGC) § 660 Travel Expenses, TGC § 661 Lodging, Meal, and Travel,
and Texas Administrative Code §5.22, Claims Processing - Travel Vouchers, and TxDOT
Financial Management Policy Manual.

e Interviewed FIN personnel including the Director, Payments Management Section
Director, Payroll and Travel Accounting Manager, and Accounting Specialist.

o Surveyed personnel assigned the role as Travel Coordinator and/or Business Services
Coordinator for all divisions and districts to obtain feedback on the system performance
and process efficiency.

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 Post Implementation -
Travel and Expense Module audit which was conducted as part of the Fiscal Year (FY) 2020
Audit Plan.

The ERP Travel and Expense Module was implemented July 9, 2018 to process expense
reports, travel authorizations, and travel advances. From implementation through October 1,
2019, a total of 36,413 expense reports for the amount of $12.1 million had been
processed. The Travel and Expense Module has the maximum GSA rates embedded in the
system to:

e prevent the traveler from exceeding the daily meal allowance

e not allow the state mileage rate to be changed

o flag lodging claims for additional information if the maximum rate is exceeded

December 2019 5



Post Implementation - Travel and Expense Module  TxDOT Internal Audit Division-Limited Scope

Direct payments to a vendor are allowed for state contracted hotels and rental cars, as well
as airline reservations. FIN processes invoices for direct billed services using the supporting
documentation attached to the T&E expense reports.

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 finding 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.

Best Practices

FIN created a central location for key travel information and guidance for travelers and
reviewers. The Travel Central website located on TxDOT’s employee intranet was revamped
in May 2019 and includes links to key travel information such as:

e Policies and procedures

GSA rates and contracted services
Travel and expense training
Frequently asked questions
Library of “Tips of the Week”

The website was also updated to include monitoring expense reports like the Expense
Reports Pending Action, which shows average days expense reports are pending at each
review and approval level by district and division.
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Detailed Findings and Management Action Plans (MAP)

Finding No. 1: Expense Report Cycle Time Efficiency

Condition

The travel expense reports submission process was not meeting internal cycle time
performance goals. Cycle time expectations to process expense reports were not being met
due to a combination of inefficient process requirements and staffing constraints.

Effect/Potential Impact
Delays in reimbursements to travelers and vendors could cause penalties such as interest
or finance charges.

Criteria

Financial Management Policy Manual requires submission and approval by the traveler’s
Human Resource (HR) supervisor within 10 business days of the last date of travel for all
travel expense reports that include a cash advance or direct bill (i.e., hotel, airline, or car
rental). Financial Management Division (FIN) has established a three business days goal for
the review of travel expense reports once submitted to the FIN Prepay Auditor.

Texas Government Code (TGC) § 2251 states that a payment by a governmental entity is
overdue on the 31st day after the later of: the date the governmental entity receives the
goods under the contract; the date the performance of the service under the contract is
completed; or the date the governmental entity receives an invoice for the goods or service.
Moreover, a payment begins to accrue interest on the date the payment becomes overdue.

State agencies are required to reimburse a traveler for travel expenses no later than 45
days after the employee submits a correct and complete travel voucher per TGC §660.019.

Cause

Expense reports being sent back to the traveler multiple times for correction and the
resubmittal being reviewed by all three levels each time causes delays in the processing and
timeframes have exceeded FIN’s goals of three days per reviewer. The review process has
not been reevaluated for the need for approval each time and at every level, as well as any
redundancy.

Guidance provided via emails and “Tips of the Week” topics by FIN and are stored within the
travel website and are not incorporated within established procedure manual, since the
emails may not reach all travelers or reviewers. These topics are an extensive listing and
would be easier to search if they were incorporated into a single document.

Additional trending on reoccurring comments sent back to travelers is not performed to
determine if further training is needed for common themes. Of the expense reports
reviewed, 48 of 80 (60%) expense reports noted the reviewers did not initially identify an
error that was later found by the final approver. The following table shows some of the
common reasons for the resubmittals of the 80 expense reports reviewed.
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Initial Submission 1st Resubmission 2nd Resubmission 3rd Resubmission
Rationale % Rationale % Rationale % Rationale %
Original Original Original
Variousl 38% issue not 24% issue not 38% issue not 44%
corrected corrected corrected
Description | 26% | Various! | 20% | Various! | 18% ArE“r‘r’gr”t 16%
Expense
line, lodging
receipt, or 6% Description | 16% | Description | 16% Various? 12%
receipt
attachment

1Various includes other reasons such as date error, location, chart fields, and mode of transportation, etc.

Lastly, while currently a manual process exists to remind travelers that their expense reports
may be late, the system is not leveraged to remind the traveler of delinquent expense
reports at a frequency aligned with established payment goals by FIN.

Evidence

From the July 9, 2018 implementation through October 1, 2019, 44% of the 36,413
expense reports processed were sent back at least once to the traveler for correction
resulting in extended reimbursement timeframes. Further review of the cycle time for a
random sample of 80 of 568 expense reports that exceeded 30 days from the traveler’s
initial submission to final approval for payment and also had to be resubmitted more than
once:

Resubmittals

e 55 of 80 (69%) expense reports were resubmitted 2 or 3 times and averaged 81 days for
final approval for payment.

e 20 of 80 (25%) expense reports were resubmitted 4 or 5 times and averaged 65 days for
final approval for payment.

e 5 of 80 (6%) expense reports were resubmitted 6 times and averaged 51 days for final
approval for payment.

Timeliness

o 47 of 80 (59%) expense reports were delayed awaiting correction and resubmittal by the
traveler ranging from 17 to 314 days over all submissions.

e 25 0f 80 (31%) expense reports were delayed while awaiting Prepay Auditor review
ranging from 15 to 54 days over all submissions.

e 5 of 80 (6%) expense reports were delayed awaiting HR Supervisor review ranging from
19 to 256 days over all submissions.

o 3 0f 80 (4%) expense reports were delayed pending Travel Coordinator review ranging
from 18 to 21 days over all submissions.
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Management Action Plan (MAP):

MAP Owner:
Sylvia Mraz, Accounting Manager, Financial Management Division

MAP 1.1:

Financial Management Division (FIN) will evaluate the feasibility of changing the approval
framework so the Human Resources (HR) supervisor approval is last. Reports should be
complete and accurate after travel coordinator and prepay auditor approvals, so supervisors
would approve only once, which will improve efficiency. FIN will submit an application
request to Information Technology Division for recommendations from the feasibility
analysis.

MAP 1.2:

Financial Management Division (FIN) will evaluate the feasibility of a system-generated
reminder notification process when an expense report is sent back to the traveler and no
action is taken within the established timeframe. FIN will submit an application request to
Information Technology Division if needed based on results of the analysis.

Completion Date: February 15, 2020

MAP 1.3:

While feasibility analysis and possible system changes are being completed, Financial
Management Division (FIN) will continue to monitor pending expense reports and assist with
resolving issues. FIN will review resubmittal data to identify common themes that cause
send backs to determine any additional training needs. Provide training for travel
coordinators as needed, and continue to highlight available resources. FIN will also develop
standard checklists for travelers and approvers to assist in completion and review of
expense reports.

Completion Date: June 15, 2020

MAP 1.4:

Financial Management Division (FIN) will develop a Travel and Expense Procedure Manual to
provide additional resources and training especially for new travelers and new travel
coordinators and incorporate “Tips of the Week” topics and detailed guidance for entering
travel authorization, cash advance requests, and expense reports. The procedure manual
will incorporate the changes from the CAPPS upgrade currently scheduled.

Completion Date: January 15, 2021
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Observation and Recommendation

Observation (a): Travel and Expense Module Functionality

Coding updates were needed in the Travel and Expense Module that impacted the
functionality and exception flagging within the module after errors were identified.

Report ID Creation and Functionality

An Enterprise Resources Planning (ERP) system coding error occurred eleven times from

system implementation through end of audit fieldwork, based on Information Technology (IT)

service desk tickets and activity report review:

e An IT service request (MTASK0119699), created October 18, 2018 to address the
module functionality issues with expense report ID creation, was closed March 11, 2019;
however, six additional instances reoccurred from March 25, 2019 through October 21,
20109.

Government Services Administration (GSA) Rate Exceeded

Two expense reports were identified where non-overnight meals exceeded the GSA
maximum rate of $36 per day. Further assessment showed that there was a coding issue in
the module that didn’t flag the over reimbursement attempt when employees changed their
reimbursement from overnight to non-overnight stay for amounts between $36.01 and $46.

Effect/Potential Impact
Travelers were unable to create, edit, or submit travel expense reports in the ERP Travel and
Expense Module when an expense report ID error occurs in the system.

In addition, TxDOT may inadvertently pay travelers over the GSA maximum allowances for
non-overnight travel.

Although minor in regard to impact, both areas will not only be addressed internally but will
also be communicated externally to help other agencies using this module in preventing
functionality problems and over-reimbursements for non-overnight trips.

Recommendation

The Financial Management Division should submit and track to completion IT tickets to
correct the Enterprise Resource Planning (ERP) system for areas identified above.
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Summary Results Based on Enterprise Risk Management Framework

Audit Results Dashboard

Post Implementation - Travel and Expense Module
Scope Areas Evaluated

Business Objectives (Reporting, Operational, Compliance) . 0, 0.cC

ERM Component Control Activities Expense Report Review and Approval Direct Bill Reconciliation

Organizational Tone

Business Objective/Goal-Setting

Control

Resource Capacr
Environment pacity

Forecasting/Budget

Training and Development

Risk Identification/Planning

Risk Assessment/Impact Analysis
Risk Response/Cost-Benefit Analysis

Risk Assessment

Business Continuity

Policies/Procedure Development & Maintenance

Approvals/Authorizations

Control Activities | Supporting Evidence/Records Retention

Segregation of Duties/System Access

Safeguarding Assets/Security

Information Classification

Information Input

Information &

Information Processin;
Communication g

Information Output

Internal and External Reporting

Exception Reporting Review

Reconciliations

Monitoring  |Root-Cause Analysis

Evaluations/Inspections

Management Action Plans
Scope Area Assessment

- - Needs
= ot Gra P — e ——
| ng Assessme emplary isfactory . nsatisfactory

Closing Comments

The results of this audit were discussed with the Financial Management Division (FIN)
Director on December 3, 2019. The Internal Audit Division appreciates the cooperation and
assistance received from FIN during this audit.
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