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Executive Summary

Objective
To evaluate the effectiveness of the travel and expense process.

Overall Engagement Assessment - [ X

Priority 1 Priority 2  Priority 3  Priority 4
Control mechanisms are not designed or operating to optimize program efficiency and effectiveness.
Programmatic improvements can be achieved by addressing control deficiencies identified.
Improvements to address deficiencies include redesign, execution, and performance measurement.

Summary Results
Management concurs with the below findings and prepared management action plans to address
deficiencies.

Finding 1: Efficiency of the Travel and Expense Review Process

Control X Operating
Design Effectiveness

FIN documented travel information requirements for travel and expense (T&E) documentation are not
understood by the traveling employee, and the different levels of reviews completed do not catch all errors
on the initial review. Furthermore, the agency is also requiring documentation of T&E that exceeds what is
required by the Texas Comptroller of Public Accounts (CPA) to support the expense for reimbursement or
payment to the vendor.

T&E Submittals
= 214 of 455 (47%) transactions were rejected related to 1) support documentation not meeting state or
agency requirements, 2) ineffective reviews completed by the Travel Coordinators (TC) and/or Prepay
Auditors (PPA), or 3) guidance provided to the preparer of the T&E submittal is inaccurate.
=  O8 of 214 (46%) rejections were related to ineffective reviews completed by the TC and/or the PPA.
- 12 of 98 (12%) were errors caught by a different PPA that performed a subsequent review after
the preparer corrected initial errors.

X Division | Financial Management Division (FIN) District No

T&E Documentation Clarification
= 186 of 214 (87%) rejections were the result of preparer support documentation errors or reviews
completed by the TC that did not catch documentation errors prior to the PPA review.

— 167 rejections were specific to errors or additional information related to cost comparisons and
mileage rates, errors in tax allocation, or additional information needed to pay the vendor or to
support the traveler’s expense.

=  TxDOT requires or makes inquiries on documentation for airport parking, rideshare, and meals which are
not required by the CPA.

(Impact): The required T&E details and documentation required to support financial processes other than
CPA requirements have increased the difficulty of reviews and have expanded what documentation is
required. By requiring documentation that exceeds CPA requirements, TxDOT may be prolonging the
completion and review process required for T&E reports.

Finding 2: Travel and Expense Performance Reporting

Control X Operating
Design Effectiveness

FIN internal measures of the PPA five-day review and 25-per-day review were not being met by the PPA due to
the volume of reviews that needed to be completed. In addition, the reporting used to track the volume of
reviews that required completion was based on the travel date of the T&E submittal which did not account for
reviews that needed to be completed as a result of resubmittals created from a rejection.

X Division | FIN District No
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PPA Five-Day Review Measure
= 63 of 121 (52%) PPA reviews were over the five-day performance measure.

PPA 25-Per-Day Measure
= The 18 average daily reviews completed by the five active PPAs for the three months (January 2023 -
March 2023) did not meet the 25 reviews per day performance measure.

T&E Reimbursement Management Reporting

=  The reporting used for tracking the number of PPA reviews of T&E submittals that need to be completed
did not account for the 875 reviews that were a resubmission as a result of a rejection. The report used
tracks T&E submittals by the travel date rather than the submittal date.

(Impact): Not meeting the measurements has led to increased challenges in managing the volume of T&E
submissions. In addition, the present reporting methods used to track the number of required reviews does
not accurately reflect the actual number of reviews that need to be completed.

Audit testing completed not resulting in management action plans.

Scope Area 1: T&E Review Process Efficiency

= 14 divisions and 25 districts based on the 455 T&E submittals reviewed had an assigned Travel
Coordinator per Financial Management Policy.

=  Financial Management Policy Manual Chapter 7 - Travel aligns with state travel rules issued by the
Texas Comptroller of Public Accounts (CPA).

Control Environment

The Financial Management Division (FIN) oversees the processing of T&E submittals in the
Enterprise Resource Planning System (ERP).

T&E submittals must pass three levels of review and approval before the employee (traveler) is
reimbursed and vendors are paid (i.e., hotel booking agents and rental car companies). T&E
submittals are reviewed by a TC located in the district/division, FIN PPA, and finally the Human
Resources Supervisor of the traveler. During the review process, any of the three levels can send the
T&E submittal back to the preparer to correct errors or omissions if identified. The preparer must
then resubmit the T&E submittal for approval through all three levels of review.

FIN established and updated the T&E policy, training, job aids, and frequently asked questions on
the Travel Central webpage, as the main resource for travelers, TCs, and PPAs. Employees are also
referred to the CPA’s TexTravel webpage for guidance that includes state travel rules for state
agencies. To meet the reimbursement and prompt payment act, FIN established T&E submittal
review requirements for the PPAs.

The policy/procedures and PPA checklists document both state and agency requirements for travel
expense documentation. The agency, at a minimum must meet state requirements and undergo
audits completed by the CPA to ensure compliance. The differences in T&E submittal documentation
between the state and TxDOT is related to either internal cost controls or information needed to pay
the vendors, which can only be obtained from the employee. Additionally, FIN reserves the right to
request additional information to validate expenses claimed for reimbursement.

FIN tracks the performance of the PPAs using internal measures that consist of a five-day review of

T&E submittals, a review of 25 T&E submittals per day, and management reporting used to support
the T&E submittal review process.
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Texas Government Code Title 6, Chapter 660 states an agency shall reimburse an employee no later
than 45 days after submission of travel expenses that meet agency policy/procedure and state rules.
Additionally, the Texas Prompt Payment Act requires TxDOT to pay interest to vendors if invoices are
not paid within 30 days of receipt.

Background

Travelers prepare T&E submittals through the ERP documenting each incurred travel expense. These
expenses include lodging, hotel taxes, transportation fares (airfare/rental cars/rideshare), personal
vehicle mileage, and meals per diem.

Expenses incurred are either paid by the traveler or are directly billed to TxDOT (direct payments to a
vendor are allowed for state-contracted hotels, rental cars, and airline reservations). TXDOT began
using Hotel Engine (statewide SmartBuy vendor) for booking and direct billing of hotel lodging in
February 2019. FIN processes invoices for direct billed services using the supporting documentation
attached to the T&E submittals.

Based on conversations with TCs and PPAs involved in the review process from January 1, 2022,
through February 5, 2023, the total estimated cost of reviews was approximately $787K. During that
time, FIN processed 19,487 T&E submittals with 34,134 independent level of reviews (TC, PPA, and
HR Manager) resulting in 14,610 rejections (43%) for approximately $5.82M due to employees.

FIN collaborates with the District/Divisions to collect feedback and enhance the T&E submittal

process ensuring it meets compliance with the CPA’s guidance. Additionally, FIN ensures the
submitted T&E expenses adhere to TxDOT cost controls (i.e., lowest cost possible).
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Detailed Audit Report

Scope and Methodology

The audit was conducted during the period from February 13, 2023, to April 28, 2023. The audit
focused on 55 travel and expense (T&E) submissions with 455 review transactions. The transactions
resulted in 214 rejections which were submitted between January 1, 2022, through February 5,
2023.

Scope Area 1: T&E Review Process Efficiency and Reporting

To determine the reasons for T&E submittal rejections and to determine how they are managed and

monitored with developed reporting.

= Reviewed state criteria including Texas Government Code Chapter 600, the Financial Management
Policy Manual, and travel guides posted on the Financial Management Division (FIN) Travel Central
webpage.

= Conducted interviews with FIN personnel including the Director, Employee Payments/Revenue Section
Director, Accounts Payable Section Director, Employee Payments Manager, Prepay Auditors (PPA), and
district and division Travel Coordinators (TC).

= Assessed the reliability of Enterprise Resource Planning System (ERP) T&E submittal data by reviewing
for anomalies and sample tracing to the system of record. We also determined if the data was reliable
to analyze the timeliness and accuracy of the T&E submittal review process.

= Determined if FIN established performance measures for monitoring the effectiveness and efficiency of
the T&E submittal process.

= Conducted interviews with the seven PPAs, 25 districts, and 14 divisions’ TCs about the review and
approval process to determine the number of reports reviewed weekly and the average time it takes to
review a T&E submittal.

= Judgmentally selected 55 T&E submittals with rejections to determine the cause and how it affected the
efficiency of the T&E process. The total number of transactions created from these 55 T&E submittals
was 455 (233 approvals, 214 rejections, and 8 return requests) transactions.

= Assessed the reporting used to support the T&E submittal review process.
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] Detailed Audit Findings and Management Action Plans (MAPSs) \

Finding No. 1: Efficiency of the Travel and Expense Review Process

Condition

Financial Management Division’s (FIN’s) documented travel information requirements for travel and
expense (T&E) documentation are not understood by the traveling employee, and the different levels
of reviews completed do not catch all errors on the initial review. Furthermore, the agency is also
requiring documentation of T&E that may exceed what is required by the Texas Comptroller of Public
Accounts (CPA) to support the expense for reimbursement or payment to the vendor.

Effect/Potential Impact

The required T&E details and documentation required to support financial processes other than the
CPA requirements have increased the difficulty of the reviews and have expanded what
documentation is required. By requiring documentation that exceeds CPA requirements, TxXDOT may
be prolonging the completion and review process required for the T&E reports.

Criteria

Texas Government Code, Section 660.019 requires a state agency to reimburse an employee for
travel expenses no later than 45 days after the employee submits a correct and complete travel
voucher.

The Financial Management Policy Manual Chapter 7 Travel includes policies related to meals,
lodging, and transportation cost comparison requirements. Additionally, FIN has the Creating an
Expense Report job aid and the Travel Expense Procedures, Tips & Information document for travel
guidance.

Cause

FIN’s documented travel information requirements for travel and expense documentation are not
clearly understood by the preparers, Travel Coordinators (TCs), and Prepay Auditors (PPAs). The initial
T&E reviews completed by the TCs and PPAs do not capture all preparer errors. Additionally, TXDOT
has implemented policies that support the tracking of expenses internally, however, these policies
are not required by the CPA to support an expense presented for reimbursement.

Evidence

T&E Submittals

A review of 55 T&E submittals with 455 review transactions was selected from January 1, 2022,
through February 5, 2023, to determine the reason for the 214 rejections. (See Table 1)

Table 1
Support Incorrect
Documentation Ineffective Guidance Percentage

Reviewer Errors REETE Provided Total
Preparer 109 0 0 109 51%
Travel Coordinator 0 86 7 93 43%
Prepay Auditor 0 12 0 12 6%
Totals 109 98 7 214 100%

Source: T&E Submittals Workflow Data provided by the Financial Management Division
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= 214 of 455 (47%) transactions were rejected related to 1) support documentation not meeting
state or agency requirements, 2) ineffective reviews completed by the TC and/or PPA, or 3)
guidance provided to the preparer of the T&E submittal being inaccurate.
=  O8 of 214 (46%) rejections were related to ineffective reviews completed by the TC and/or the
PPA.
— 12 of 98 (12%) were errors caught by a different PPA that performed a subsequent
review after the preparer corrected initial errors noted by a PPA or TC.

T&E Documentation Clarification
A review of the 214 rejections was completed to determine whether the documentation requests
required to support the reasoning for the rejection were due to 1) state requirements, 2) clarification
of expense information, 3) additional information needed to pay the vendor, and 4) reviewer
preference. The assessment of documented reasoning for the rejections was completed to
determine the relevancy for additional T&E support documentation while also evaluating FIN
strategies to reduce the number of rejections.
= 186 of 214 (87%) rejections were the result of preparer support documentation errors or reviews
completed by the TC that did not catch documentation errors prior to the PPA review.
— 167 rejections were specific to errors or additional information related to cost
comparisons and mileage rates, errors in tax allocation, or additional information needed
to pay the vendor or to support the traveler’s expense.

Additional areas were noted during the assessment of rejections where the traveler documentation

required is more than what is required by the CPA.

= Airport Parking - TxDOT requires documentation for the lowest cost method of parking used from
various vendors, while the CPA only requires the expense receipt.

= Rideshare - TxDOT requires additional information on pickup, drop-off points, and any

passengers that may have used the same rideshare. The CPA only requires itemization of the

rideshare travel date and fare charged for the trip.

Meals - TxDOT will inquire with the traveler why no meal reimbursements were sought even

though the policy states that no meal verbiage is required. The CPA does not require

documentation from the traveler when meal reimbursements are not submitted.

Management Action Plans (MAPs):

MAP 1.1 | Completion Date: Action Completed | Division: | Yes | District: | No
The Financial Management Division (FIN) implemented the following changes to the Travel and Expense
(T&E) Reporting process:
= Send back feature that allows Travel Coordinators (TC), Prepay Auditors (PPA), or supervisors to reject
T&E entries at a line level, which would include a drop-down list of reasons for the rejection.
— Develop reporting that identifies top reasons for rejections to adjust checklists, and training tools.
— Flag expense line corrections with automated controls to prevent a resubmission until the flag is
cleared. This will reduce the number of reports resubmitted without the required corrections.

— Develop an aging report to track flagged corrections not made or approved timely.

= Develop trip description dropdowns and fill in the blanks to replace the previous free form fields to
reduce the volume of rejections.

MAP Owner: | Paul Campbell, Employee Payments/Accounts Receivable Section Director, FIN

MAP 1.2 | Completion Date: Action Completed | Division: | Yes | District: | No
The Financial Management Division (FIN) implemented the following changes to the Travel and Expense
(T&E) Reporting process:
=  Develop expense report checklists for Travelers and Travel Coordinators and post the link on Travel

Central.

=  FIN will work to standardize T&E information not required by the Texas Comptroller of Public Accounts
but used to control T&E expenses.

MAP Owner: | Paul Campbell, Employee Payments/Accounts Receivable Section Director, FIN

April 2024 6



Travel and Expense Reporting Effectiveness TxDOT Internal Audit Division

MAP 1.3 | Completion Date: Action Completed | Division: | Yes | District: | No
The Financial Management Division (FIN) created a Tableau dashboard that shows the reasons for rejections
by approver level and District/Division (D/D).
=  Communicate the dashboard results to the D/D Directors with Travel Coordinators (TC) who require

additional training to support the efficiency of the travel and expense (T&E) review process.
— Direct D/D to the available tools designed to support the process.
— Ask D/D Directors to encourage TC not performing to attend training classes.
— Track the training of TCs and follow up with the D/Ds when new TCs are noted so training can be
completed.
MAP Owner: | Paul Campbell, Employee Payments/Accounts Receivable Section Director, FIN

MAP 1.4 | Completion Date: Action Completed | Division: | Yes | District: | No
The Financial Management Division (FIN) worked with the system vendor for the following;:
= Submit a ticket with the Information Technology Division (ITD) to determine the requirements to update
the Enterprise Resource Planning System (ERP) to improve the documentation of the number of travelers
and their names. If a build cannot be completed update the checklist to inform the travelers of the exact
requirements needed to document of number of travelers.
MAP Owner: | Paul Campbell, Employee Payments/Accounts Receivable Section Director, FIN
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Finding No. 2: Travel and Expense Performance Reporting

Condition

The Financial Management Division (FIN) internal measures of the PPA five-day review and 25-per-
day review were not being met by the PPA due to the volume of reviews that needed to be
completed. In addition, the reporting used to track the volume of reviews that required completion
was based on the travel date of the T&E submittal which did not account for reviews that needed to
be completed as a result of resubmittals created from a rejection.

Effect/Potential Impact

The inconsistency in meeting the internal measures for the PPA five-day review and the 25-per-day
review has increased challenges in managing the volume of T&E submissions. In addition, the
present reporting method counts the volume of T&E submissions based on the travel date rather
than the actual submission date. This approach leads to an understatement of the resubmissions
pending a review. The understatement of T&E submittals can affect the allocation of resources
needed for timely reviews and may result in delayed payments to vendors and travelers.

Criteria

The Financial Management Policy Manual Chapter 7 established that all T&E submittals with a cash
advance and/or direct bill (hotel or rental car) must be entered and approved by the supervisor
within 10 business days from the last day of travel. To meet this requirement, the Financial
Management Division (FIN) established a performance metric of three to five business days for the
review and approval of T&E submittals based on the three different levels of review and PPA to
review 25 T&E submittals per day.

Texas Government Code, Section 660.019 requires a state agency to reimburse an employee for
travel expenses no later than 45 days after the employee submits a correct and complete travel
voucher.

Cause

The volume of T&E submittals during the time of review affected the PPA’s ability to meet the five-day
and the 25-per-day performance measures, in addition the reporting used to determine the volume
of PPA reviews does not account for T&E submittals that required a review related to a resubmission
that resulted from a rejection.

Evidence

PPA Five-Day Review Measure

A review was completed on 121 PPA reviews derived from the 455 review transactions for the 55 T&E
submittals to validate that the five-day review performance measure was achieved.

= 63 0f 121 (52%) PPA reviews did not meet the five-day performance measure.

PPA 25-Per-Day Measure

An evaluation of daily productivity by the five active PPAs was conducted for the period of January 1,

2023, to March 31, 2023, to determine if the 25 T&E reviews per day performance measure was

achieved.

= The 18 average daily reviews completed by the five active PPAs for the three months did not
meet the 25 reviews per day performance measure.

T&E Reimbursement Management Reporting
A review was completed on the March 2023 reporting used to indicate the volume of T&E submittals
that required a review by the PPA.
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The reporting used for tracking the number of PPA reviews of T&E submittals that need to be
completed did not account for the 875 reviews that were a resubmission as a result of a

rejection. The report used tracks T&E submittals by the travel date rather than the submittal
date.

Management Action Plans (MAPs):

MAP 2.1 | Completion Date: Action Completed | Division: | Yes | District: | No
A reconfiguration of the Financial Management Division (FIN) was completed and will continue to be
assessed to support the Travel and Expense Reporting process:

= Review and assess the success of the Express Lane for resubmittals with reporting, and document areas
of adjustment as required.

Develop reporting to determine high volume periods and adjust scheduling and resources which could
include additional Prepay Auditors, temporary employees, and summer interns.

MAP Owner: | Paul Campbell, Employee Payments/Accounts Receivable Section Director, FIN

MAP 2.2 | Completion Date: Action Completed | Division: | Yes | District: | No
The Financial Management Division (FIN) submitted a ticket with the Information Technology Division (ITD) to
determine if “deleted” versus “canceled” expense reports can be separated in the Enterprise Resource
Planning System (ERP) to provide accurate information to support Prepay Auditor reporting.
= |f the information system cannot be adjusted, FIN will develop other processes or metrics to ensure a

similar outcome.

MAP Owner: | Paul Campbell, Employee Payments/Accounts Receivable Section Director, FIN

MAP 2.3 | Completion Date: July 15, 2024 | Division: | Yes | District: | No

The Financial Management Division (FIN) will review and validate the current Prepay Auditor performance
metrics and targets are reasonable and attainable:

= Adjust and document changes needed to ensure metrics support objective.

=  Ensure accountability of metrics with Prepay Auditor meetings.

MAP Owner: | Paul Campbell, Employee Payments/Accounts Receivable Section Director, FIN
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’ Observation and Recommendation \

Audit Observation (a): Hotel Engine Management and Feedback

The Hotel Engine (HE) booking platform is a required travel booking platform software provided by
the Texas Comptroller of Public Accounts (CPA) designed to obtain the best hotel rates for state
business related travel. TXDOT has appointed a Financial Management Division (FIN) staff member
to act as the HE liaison to report issues that occur with the booking platform. Although advisory
meetings are conducted with HE to discuss the performance of the booking platform and its hotel
vendors, documentation was not provided to validate the discussion of performance.

Effect/Potential Impact:

The FIN Travel Team collects feedback from travelers through meetings and by allowing travelers to
enter negative comments into HE. The system also enables the removal of vendors that do not meet
standards. FIN further communicates this information with HE during quarterly meetings. However,
formal documentation was not provided to substantiate that the opportunities with HE and its hotel
vendors were communicated. Additionally, interviews with travelers and Traveler Coordinators (TC)
revealed that it is not widely known that negative vendor information can be inputted into the HE
platform.

Recommendation:

FIN should consider documenting the communication with HE to ensure discussed topics are
addressed by HE along with communication to the TCs and travelers that issues with vendors can be
documented in the HE platform.
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’ Summary Results Based on Enterprise Risk Management Framework \

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 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 operational sub-optimization or non-compliance, particularly in
areas not included in the scope of this audit.

Audit Results Dashboard

Travel and Expense Reporting Effectiveness

Scope Areas Evaluated

Business Objectives (Reporting, Operational, Compliance)

ERM Component

Control
Environment

Control Activities

Organizational Tone

R, O, C

T&E Review Process Efficiency

Business Objective/Performance Measures

Resource Capacity

Forecasting/Budget

Training and Development

Risk Assessment

Risk ldentification/Planning

Risk Assessment/Impact Analysis

Risk Response,/Cost-Benefit Analysis

Business Continuity

Control Activities

Policies/Procedure Development & Maintenance

1.2

Review/Approvals

Supporting Evidence/Records Retention

Segregation of Duties

safeguarding Assets

General IT Controls

Information &
Communication

Data/Information Classification

Data/Information Input

Data/Information Processing

Data/Information Output

Internal and External Reporting

(a)

Monitoring

Evaluations/Inspections

Quality Control/Quality Assurance Reviews

Reconciliations

Management Assessments

Scope Area Assessment

Rating Assessment Grid

Priority ° -
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] Closing Comments \

This report is prepared for the Texas Transportation Commission and for the Administration and
Management of TxDOT. The report presents the results of the Travel and Expense Reporting
Effectiveness audit which was conducted as part of the Fiscal Year (FY) 2023 Audit Plan.

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 results of this audit were discussed with the Financial Management Division on September 15,

2023. The Internal Audit Division appreciates the cooperation and assistance received from the
personnel contacted during this audit.
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