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Design-Build Project Oversight 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 Design-Build Project Oversight audit report issued
December 2017.

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

MAP Status | Comments |
1 Open _Corre_c_tive gctions that req_ui_re comp_letion to address
identified risks from the original audit report.
4 Closed Corrective actions have been completed.

Scope and Methodology

The engagement was conducted during the period from April 26, 2018 to May 24, 2018.
The engagement focused on processes for (1) preparing, reviewing, and distributing
guarterly reports including review of templates, manuals, training, standard contract
language, time schedules, and established work flows; and (2) Construction Division (CST)
review and approval of quarterly report review invoices.

The methodology used to complete the objective of this engagement included:

e Interviewed key district and division personnel including Portfolio Project Manager,
Directors of Construction, and Material and Pavements Section Director.
¢ Reviewed documentation for guidance available to submit, review, approve, and
distribute quarterly reports, including:
o Quality Assurance Program

Quality Assurance Program Implementation Guide

Owner Verification Report Guide

Owner Verification Template

Design Build Quality Management Training and sign-in sheets

Quick Reference Guides for Owner Verification Testing (OVT) Reporting

Draft Executive Summary Letter

Scope of services for new Owner Verification contracts

o Time schedules for SH 360 and IH 35E projects

e Obtained list of relevant personnel involved in all new design build projects including
Independent Quality Firms (IQF), Independent Assurance (IA), Owner Verification (OV),
and TxDOT project managers to identify those needing training.

e Reviewed sign-in sheets for design-build quality management training to confirm all
respective parties attended.

e Obtained list of invoices for three vendors whose scope of work includes review of
Quarterly Reports to select sample for appropriate review and approvals of invoices.

e Forjudgmental sample of nine invoices dating from February to June 2018, verified
support in the enterprise resource planning system (ERP) included review and
approval of the Construction Division.
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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 Project
Oversight Follow-Up engagement which was conducted as part of the Fiscal Year (FY) 2018
Audit Plan.

Design-build is a method of project delivery in which the design and construction phases of
a project are combined into one contract. Design-build projects include development,
design, and construction of a highway project, and can also include the subsequent
operation and maintenance of the highway facilities.

The design-build contracts for these projects describe the terms and conditions between
TxDOT and the developer. The contracts include Technical Provisions which are specific
technical requirements that the developer must achieve, as well as, a project management
plan (PMP). The PMP establishes the framework for TXDOT’'s management of the project and
the methodology for organizing, directing, and coordinating the resources required for the
project, as well as, monitoring responsibilities (e.g., project reporting and tracking, cost
tracking, and oversight).

Design-build projects follow a Quality Assurance Program (QAP) that requires validation
testing of the developer’s Independent Quality Firms (IQF) materials test results if the results
are used for the material's acceptance decision. Each design-build contract includes an
Owner Verification Testing and Inspection Plan (OVTIP) that describes TxDOT's responsibility
to validate or verify the IQF inspection and test results of materials used on the project. At
project completion, a materials certification is prepared by the project team for review and
approval. As a federal funded project, the final materials certification for IH 35E is approved
by FHWA, and for the state funded project SH 360, the final materials certification is
approved by CST.

TxDOT may also hire separate consultants (e.g., General Engineering Consultants or
Independent Engineers) to supplement resources and to assist with monitoring and
oversight activities for design-build projects. Assistance includes reporting on impacts to the
project, delays, statistical validation testing, project oversight, and construction inspections
to assess if the developer’s performance of work is in accordance with the design-build
contract.

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. 1: Timeliness, Completeness, and Review of Quarterly Reports

MAP Owner: Buddy Williams, P.E., Deputy Director, Construction Division and Director,
Materials & Tests Division

MAP 1.1:

e Construction Division (CST) will develop a Quarterly Report template and manual that
will encapsulate requirements detailed in the Quality Assurance Program (QAP) and
QAP Implementation Guide for items to be included for all projects. The manual will
include procedures on including documentation that Engineering Judgement (EJ) and
Non-Conformance Report (NCR) items have been received and reviewed by the
TxDOT Project Team. The Quarterly Report template for all future projects will ensure
consistency in reporting and increase efficiency of review and approval.*

e Training for Independent Quality Firms (IQF), Independent Assurance (IA), Owner
Verification (OV) and TxDOT project managers will include Quarterly Report
generation, review and approval processes for all new projects. *

e CST will work with Project Finance, Debt & Strategic Contracts Division (PFD) to
develop a standard protocol for the level of review and distribution of quarterly
reports*, and development of an executive summary to be provided to the Chief
Engineer quarterly.

*|[tems were considered complete

Original Completion Date: April 15, 2018
Revised Completion Date: June 15, 2019

MAP Status: Closed
Corrective actions have been completed.

Original Audit Finding No. 1: Timeliness, Completeness, and Review of Quarterly Reports

MAP Owner: Katherine Holtz, CDA Program Director, Project Finance, Debt & Strategic
Contracts Division

MAP 1.2:

e Project Finance, Debt & Strategic Contracts Division (PFD) will work with district staff
and Professional Engineering Procurement Services (PEPS) to develop a hew
template for scope of services language to be included in all new Owner Verification
contracts. The new language shall clearly specify the submission deadlines for
quarterly reports.

e As of July 2017, SharePoint has been used for approval workflow and distribution to
ensure timelines and approvals noted above (i.e. to keep track of approval workflow
from Project Team to TxDOT PM, CST, and FHWA).*
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*[tems were completed during a prior engagement and were not reviewed during this
engagement.

Original Completion Date: February 15, 2018
Actual Completion Date: April 13, 2018
 Original Audit Finding No. 1: Timeliness, Completeness, and Review of Quarterly Reports

MAP Owner: Greg Cedillo P.E., Director of Construction, Fort Worth District

MAP 1.3: Development of time schedule for the General Engineering Consultant (GEC),
Owner Verification (OV), and TxDOT Project Office for Quarterly Report development and
submission will be prepared for the SH 360 Project.

Original Completion Date: December 15, 2017
Actual Completion Date: August 10, 2017
Original Audit Finding No. 1: Timeliness, Completeness, and Review of Quarterly Reports

MAP Owner: Duane Milligan, P.E., Director of Construction, Dallas District

MAP 1.4: IH 35E Project close out is scheduled for October 2017, therefore, only a review
of time schedule will be conducted with the Owner Verification and TxDOT Project Office for
Quarterly Report development and submission.

Original Completion Date: December 15, 2017
Actual Completion Date: April 23, 2018

Original Audit Finding No. 2: Work Authorization for Quarterly Report Reviews

MAP Owner: Katherine Holtz, CDA Program Director, Project Finance, Debt & Strategic
Contracts Division

MAP 2.1: Project Finance, Debt & Strategic Contracts Division (PFD) will work with
Professional Engineering Procurement Services (PEPS) and the respective consultants to
ensure that all invoices for active work authorizations involving Quarterly Report review are
marked and reviewed for approval/concurrence by CST

Original Completion Date: December 15, 2017
Actual Completion Date: February 1, 2018

Closing Comments

The results of this MAP Follow-Up engagement were discussed with the Deputy Project
Manager and Fort Worth District Engineer on August 10, 2018. The Internal Audit Division
appreciates the cooperation and assistance received from the Construction Division, Project
Finance, Debt & Strategic Contracts Division and District personnel during this engagement.
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