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State Infrastructure Bank TxDOT Internal Audit Division — MAP Follow-Up

Objective

To assess the status of corrective actions for high-risk Management Action Plans (MAPS)
previously communicated in the State Infrastructure Bank (SIB) audit report issued June
2018.

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 May 6, 2019 to June 7, 2019. The
engagement focused on written procedures established for the management of TxDOT’s SIB
program and required reporting to the Federal Highway Administration (FHWA).

Methodology
The methodology used to complete the objectives of this engagement included:

e Reviewed Project Finance, Debt, and Strategic Contracts Division’s (PFD) SIB standard
operating procedures.

¢ Interviewed key personnel within PFD including the Investment Project Manager and
Financial Analyst.

e Reviewed SIB program documentation to include two SIB loan agreement
amendments and amortization schedules and SIB loan reporting tracking
spreadsheets.

e Reviewed documentation to support completion and submission of the 2018 SIB
program activity report to FHWA.

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 State Infrastructure Bank
Follow-Up engagement which was conducted as part of the Fiscal Year (FY) 2019 Audit Plan.

SIB programs were authorized in 1995 as part of the National Highway Designation Act
(NHS) with an objective to help accelerate needed mobility improvements through a variety
of financial assistance. SIB programs are established and administered by each individual
state.

TxDOT’s SIB program, authorized by the state legislature in 1997, was created with federal
and state funding. It operates as a revolving loan fund where the account balance grows
through the monthly interest earned, repaid principal, and interest payments. Loans can be
granted to any public or private entity authorized to construct, maintain, or finance an
eligible transportation project.
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State Infrastructure Bank TxDOT Internal Audit Division — MAP Follow-Up

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
(COSO) 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: State Infrastructure Bank (SIB) Program Lending and
Management Procedures

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

MAP 1.1: The Project Finance, Debt & Strategic Contracts Division (PFD) will:

e Establish written procedures to better document information to support
recommendations made by PFD to the Texas Transportation Commission for
decisions, define the market ceiling and what documentation will be retained,
retention location for documentation, tracking/monitoring of borrower reporting to
include timeframe for follow-up, and reconciliation of loan payment information.

e Incorporate Annual Expenditure Reporting into the compliance tracking sheet for
new loans from fiscal year 2017 and forward to help ensure receipt of required
reporting.

e Ensure any manual payments entered in to the Texas Financial Assistance System
are accurate. When applicable, PFD will review and adjust amortization schedules
periodically to ensure loan balances are accurate.

e (Create loan agreement amendments for the borrower to approve and execute when
changes to the original agreement occur that require an amendment.

Original Completion Date: January 15, 2019
Actual Completion Date: March 25, 2019

Original Audit Finding No. 2: Annual Reporting to Federal Highway Administration (FHWA)

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

MAP 2.1: The Project Finance, Debt & Strategic Contracts Division (PFD) will submit the
Federal Highway Administration (FHWA) template for the State Infrastructure Bank (SIB)
annual report using information as of September 30th by the required deadline of
December 30th. In addition, documentation to support data being reported will be obtained
and retained within the Texas Financial Assistance System.

Original Completion Date: January 15, 2019
Actual Completion Date: December 31, 2018

Closing Comments

The results of this MAP Follow-Up engagement were provided to the Project Finance, Debt
and Strategic Contracts Division (PFD) Director on July 11, 2019. The Internal Audit Division
appreciates the cooperation and assistance received from PFD personnel during this
engagement.
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