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Statement of Cost Issuance and Collection 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 Statement of Cost Issuance and Collection audit report
issued August 2019.

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

MAP Status Comments

1 Open Corrective actions that require completion to address
P identified risks from the original audit report.
4 Closed Corrective actions have been completed.

Scope

The engagement was conducted during the period from December 19, 2019 to January 31,
2020. The engagement focused on 1) updates to the submission time frame for Statement
of Cost reports, 2) collection procedures, and 3) retention/filing of collection letters.

Methodology
The methodology used to complete the objectives of this engagement included:
= |nterviewed key personnel within the Financial Management (FIN) and Right of Way
(ROW) Divisions to include:
- FIN - Project Ledger and Federal Billing Manager, Business Analyst, and
Accounting Specialist.
- ROW - Contracts and Finance Director, Transportation Funding Specialist, and
Special Projects Coordinator.
= Reviewed the Financial Management Policy Manual for updates to guidance
regarding submission of Statement of Cost time frames.
= Reviewed ROW standard operating procedures, training materials, and job aids for
collection of debts.
= Reviewed the December 2019 Statewide Receivables Report and the ROW Collection
of Debt Registry and judgmentally selected six right of way projects based on humber
of past due days.
= For selected projects reviewed retention of collection letters within the contract filing
system.

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 Statement of Cost
Issuance and Collection Follow-Up engagement which was conducted as part of the Fiscal
Year (FY) 2020 Audit Plan.

TxDOT enters into agreements with local governments who will share in the cost of
construction and right of way projects. As part of the agreement, the local government
agrees to pay their share of the project cost in advance with these advance payments
collected prior to the start of the project.
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Through the course of the project, and as project expenses occur, the advance payments
received from the local government are deducted for the local government’s share of the
project costs. If an overrun of project expenses occurs, the local government may be
responsible for their portion of the overrun costs.

For construction projects, FIN is responsible for ensuring that outstanding amounts are
collected. For right of way projects, ROW is responsible for ensuring the outstanding
amounts are collected for urban and rural districts, while metro districts will do the same for
themselves.

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: Open

Corrective actions that require completion to address identified risks from the original audit
report.

Original Audit Finding No. 2: Collection and Record Retention for Right of Way

Receivables
MAP Owner: Rose Wheeler, Contracts and Finance Director, Right of Way Division

MAP 2.2: Right of Way Division (ROW) will establish a central repository for retention of
collection documentation that can be accessed by all ROW project manager and ROW
program office personnel as key stakeholders involved in collection. More specifically,
ROW will complete the following actions:
= Until all key stakeholders have access to contract filing system, the ROW project
financial management (PFM) Program Office will forward collection letters to
Finance Management Division (FIN) to file in Document Management System.
= Once all key stakeholders have access to contract filing system, ROW will ensure
copies of collection letters from ROW project manager and ROW program office
are stored in contract filing system.

Original Completion Date: September 15, 2019
Revised Completion Date: April 15, 2020
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MAP Status: Closed
Corrective actions have been completed.

Original Audit Finding No. 1: Timeliness of Draft Statement of Cost Preparation

MAP Owner: Maria Maldonado, Project Ledgers and Federal Billing Manager, Financial
Management Division

MAP 1.1: The Financial Management Division (FIN) Accounting Management, Project
Ledgers and Federal Billing section will review current policy to determine if adjustments
are needed to the current established time frame (i.e., 90 days requirement for draft
Statement of Cost submission), as factors may exist that cause the timeframe to be
unreasonable.

Original Completion Date: September 15, 2019
Actual Completion Date: September 20, 2019

MAP 1.2: The Financial Management Division (FIN) will implement and document policies
and processes as determined by MAP 1.1.

Original Completion Date: September 15, 2019
Actual Completion Date: September 20, 2019

Original Audit Finding No. 2: Collection and Record Retention for Right of Way

Receivables
MAP Owner: Rose Wheeler, Contracts and Finance Director, Right of Way Division

MAP 2.1: Right of Way Division (ROW) will revise the standard operating procedure (SOP)
for use by ROW project manager personnel to better track collection efforts through
demand letters and final payments. ROW will vet proposed revisions with ROW project
manager, publish the revised SOP for use, and train personnel. More specifically, ROW
will complete the following actions:
= Revise the SOP and related job aid to include steps for the collection of
installment payments for the right of way agreements. Installment payments that
become delinqguent will follow the same steps for collection of debt as
receivables.
= Convene a statewide program update to train on SOP revisions.

Original Completion Date: September 15, 2019
Actual Completion Date: September 16, 2019

MAP 2.3: Right of Way Division (ROW) will communicate standard operating procedure
(SOP) and central repository information to ROW project manager to ensure there is an
awareness of the responsibility to retain the records for invoice and demand letters that
have been sent to local government. Until the SOP related job aid is published, the ROW
project financial management (PFM) program office will reiterate and include in the
Statewide Receivable Report monthly email notification a reminder of the responsibility
to follow procedures for collection of receivables on maintaining copies of all
correspondence sent to the local government.

Original Completion Date: September 15, 2019
Actual Completion Date: September 16, 2019

May 2020 4



Statement of Cost Issuance and Collection TxDOT Internal Audit Division - MAP Follow-Up

Closing Comments

The results of this MAP Follow-Up engagement were provided to the Right of Way Division
(ROW) and Financial Management Division (FIN) Directors 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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