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BackgroundBackground
Office of Inspector General (OIG) Audit Office of Inspector General (OIG) Audit -- 20042004
Internal TxDOT Audit Internal TxDOT Audit -- 20062006



Internal TxDOT AuditInternal TxDOT Audit

Audit Focus:Audit Focus:
●●

 

Contract Administration ResponsibilitiesContract Administration Responsibilities
●●

 

Contract Identification Contract Identification ––
 

Through CloseThrough Close--OutOut
E&O Collection E&O Collection -- One of Many Audit TopicsOne of Many Audit Topics
Initiated Initiated –– May 2005May 2005
Final Report Final Report –– August 2006August 2006
FollowFollow--up up –– Anticipated 2008Anticipated 2008

“Consulting Engineering Contract Administration”



Audit Results Audit Results –– E&O RelatedE&O Related
25 Districts25 Districts
●●

 

Inconsistency in Approach to Identification and CollectionInconsistency in Approach to Identification and Collection

Design Division Design Division -- Consultant Contract OfficeConsultant Contract Office
●●

 

Lack of Statewide ProceduresLack of Statewide Procedures



Procedures DevelopmentProcedures Development
Initial IdentificationInitial Identification
Investigation of Existing ProcessesInvestigation of Existing Processes
Consideration of Those AffectedConsideration of Those Affected
Identification of Structure and ContentIdentification of Structure and Content
Development and ReviewDevelopment and Review
ImplementationImplementation



Procedures DevelopmentProcedures Development
Initial IdentificationInitial Identification
●●

 

Purpose of the ProceduresPurpose of the Procedures
●●

 

Who the Procedures Are ForWho the Procedures Are For
●●

 

What the Procedures Should CoverWhat the Procedures Should Cover
●●

 

Level of Detail NeededLevel of Detail Needed

Investigation of Existing ProcessesInvestigation of Existing Processes
●●

 

Internal District Process KnowledgeInternal District Process Knowledge
●●

 

Extent of Internal District CoordinationExtent of Internal District Coordination
●●

 

DecisionDecision--Making ResponsibilityMaking Responsibility
●●

 

Extent of Variation Across DistrictsExtent of Variation Across Districts



Procedures DevelopmentProcedures Development
Consideration of Those AffectedConsideration of Those Affected
●●

 

TxDOT Construction Project ManagersTxDOT Construction Project Managers
●●

 

TxDOT Design Project ManagersTxDOT Design Project Managers
●●

 

ConsultantsConsultants

Identification of Structure and ContentIdentification of Structure and Content
●●

 

Sequence of ExplanationSequence of Explanation
●●

 

Areas of EmphasisAreas of Emphasis
●●

 

Identification of ResponsibilityIdentification of Responsibility

Development and ReviewDevelopment and Review
ImplementationImplementation



Initial IdentificationInitial Identification

Procedures Development



Purpose of the ProceduresPurpose of the Procedures
Be Responsive to Audit RequirementsBe Responsive to Audit Requirements
Means of District SupportMeans of District Support
Provide for Statewide ConsistencyProvide for Statewide Consistency
●●

 

25 Districts25 Districts
●●

 

117 Area Offices117 Area Offices
Provide for Appropriate Administration of ContractsProvide for Appropriate Administration of Contracts
Define Steps for:Define Steps for:
●●

 

Identifying Errors and Omissions Identifying Errors and Omissions 
●●

 

Identifying Additional Cost to TxDOTIdentifying Additional Cost to TxDOT
●●

 

Collecting Reimbursement From ConsultantsCollecting Reimbursement From Consultants



Target AudienceTarget Audience
TxDOT Construction Project ManagersTxDOT Construction Project Managers
TxDOT Area EngineersTxDOT Area Engineers
TxDOT Consultant Project ManagersTxDOT Consultant Project Managers
TxDOT Contract AdministratorsTxDOT Contract Administrators
District Directors of Construction, Design, District Directors of Construction, Design, 
Transportation Planning & DevelopmentTransportation Planning & Development
Not ConsultantsNot Consultants



Procedure CoverageProcedure Coverage
E&O Change Order

Request for Payment



Procedure CoverageProcedure Coverage
PS&E Revisions

Receipt of Payment



Procedure CoverageProcedure Coverage
Problem Identification

Credit of Recovered Funds



Level of DetailLevel of Detail
Problem Identification

Credit of Recovered Funds

PS&E Correction

Change Orders

Identification of Additional Costs

Logistics for Requesting Payment

Receipt of Payment

Settlement Agreement



Investigation of Investigation of 
Existing ProcessesExisting Processes

Procedures Development



District Process KnowledgeDistrict Process Knowledge

Consultant ContractConsultant Contract--Based?Based?
Relationship of E&O With Contract Status?Relationship of E&O With Contract Status?
Definitions of Change Order Reason Codes?Definitions of Change Order Reason Codes?
Differentiating Between E&O and Differentiating Between E&O and 
Other Reasons?Other Reasons?
Understanding of Additional Cost?Understanding of Additional Cost?



District Process KnowledgeDistrict Process Knowledge
Responsibility for Consultant Coordination?Responsibility for Consultant Coordination?
Importance of Timely Communication With Importance of Timely Communication With 
the Consultant?the Consultant?
Need for Documentation?Need for Documentation?
Timing of Request for Payment?Timing of Request for Payment?
Where the Payment is Credited?Where the Payment is Credited?



Internal CoordinationInternal Coordination
Level of Communication Between District Level of Communication Between District 
Design and Construction?Design and Construction?
How Deliberate is Consultant Transition from How Deliberate is Consultant Transition from 
Design to Construction?Design to Construction?
Coordination Among Area Offices?Coordination Among Area Offices?
Verification of Change Order Reason Codes?Verification of Change Order Reason Codes?



Who Decides?Who Decides?
WhatWhat’’s an Error or Omission?s an Error or Omission?
What Reason Code is Assigned?What Reason Code is Assigned?
Whether TxDOT or Consultant Makes Revisions?Whether TxDOT or Consultant Makes Revisions?
ConsultantConsultant’’s Level of Responsibility?s Level of Responsibility?
When to Call the Consultant?When to Call the Consultant?
The Additional Cost to TxDOT?The Additional Cost to TxDOT?
Whether to Pursue Cost Recovery?Whether to Pursue Cost Recovery?



Who Decides?Who Decides?
Construction Project Manager?Construction Project Manager?
Design Project Manager?Design Project Manager?
Area Engineer?Area Engineer?
Director of District Construction?Director of District Construction?
Director of District Design? Director of District Design? 
District Engineer?District Engineer?
Design or Construction Division?Design or Construction Division?
TxDOT Administration?TxDOT Administration?



Statewide VariationStatewide Variation

YesYes



InterviewsInterviews
District EngineersDistrict Engineers
Deputy District EngineersDeputy District Engineers
Area Office StaffArea Office Staff
District Construction StaffDistrict Construction Staff
District Design Project ManagersDistrict Design Project Managers
District Contract AdministratorsDistrict Contract Administrators
District Construction InspectorsDistrict Construction Inspectors
Office of General Counsel Office of General Counsel –– Contract LawyersContract Lawyers
Construction Division StaffConstruction Division Staff
Design Division StaffDesign Division Staff
Numerous ConsultantsNumerous Consultants



Consideration of Consideration of 
Those AffectedThose Affected

Procedures Development



Construction Project ManagersConstruction Project Managers

Coordinate Directly With the ContractorCoordinate Directly With the Contractor
Develop/Code/Negotiate Change OrdersDevelop/Code/Negotiate Change Orders
Utilize Construction Phase ServicesUtilize Construction Phase Services
Coordination With Consultants VariesCoordination With Consultants Varies
Address E&O Issues During ConstructionAddress E&O Issues During Construction
Primary Focus Primary Focus –– Get the Job BuiltGet the Job Built



Design Project ManagersDesign Project Managers
Coordinate Directly With the ConsultantCoordinate Directly With the Consultant
Manage PS&E DevelopmentManage PS&E Development
Facilitate Construction Phase Services Facilitate Construction Phase Services 
Review and Approve InvoicesReview and Approve Invoices
Address E&O Issues During DesignAddress E&O Issues During Design
No Involvement in Change Order DevelopmentNo Involvement in Change Order Development
Responsible for Contract AdministrationResponsible for Contract Administration



ConsultantsConsultants
Responsive Through Design and ConstructionResponsive Through Design and Construction
Receive Direction From Design StaffReceive Direction From Design Staff
●●

 

25 Districts25 Districts
Receive Direction From Construction StaffReceive Direction From Construction Staff
●●

 

117 Area Offices117 Area Offices
Most Familiar With the DesignMost Familiar With the Design
Only Aware of What TheyOnly Aware of What They’’re Toldre Told
Very Concerned About E&O IdentificationVery Concerned About E&O Identification
Payment of Additional Costs Affects Bottom LinePayment of Additional Costs Affects Bottom Line



Identification of Identification of 
Structure and ContentStructure and Content

Procedures Development



Discussion FocusDiscussion Focus

DESIGN CONSTRUCTION POST-CONST



Sequence of ExplanationSequence of Explanation
Problem IdentificationProblem Identification
●●

 
During PS&E DevelopmentDuring PS&E Development

●●
 

Before, During, and After ConstructionBefore, During, and After Construction
Communication With ConsultantCommunication With Consultant
●●

 
Upon Problem IdentificationUpon Problem Identification

●●
 

Opportunity to AssistOpportunity to Assist
Other Communication SuggestionsOther Communication Suggestions
●●

 
PrePre--Construction Meeting AttendanceConstruction Meeting Attendance



Sequence of ExplanationSequence of Explanation
Error & Omission CorrectionError & Omission Correction
●●

 
During Design (PS&E)During Design (PS&E)

●●
 

During ConstructionDuring Construction
Plans Revised by ConsultantPlans Revised by Consultant
Plans Revised by TxDOTPlans Revised by TxDOT

CommunicationCommunication
●●

 
Clearly Differentiate Clearly Differentiate --

 
E&O from Other ReasonsE&O from Other Reasons

●●
 

Between Construction and Design PMBetween Construction and Design PM



Sequence of ExplanationSequence of Explanation
Change Orders Change Orders –– Potential E&OPotential E&O
●●

 

Communication With ConsultantCommunication With Consultant
●●

 

Opportunity to AssistOpportunity to Assist

Change Order CodingChange Order Coding
●●

 

Factors to ConsiderFactors to Consider
●●

 

Internal Communication ExpectedInternal Communication Expected
●●

 

Definitions of the Different E&O CodesDefinitions of the Different E&O Codes
E&O E&O -- Without Additional Cost (1B)Without Additional Cost (1B)
E&O E&O -- With Additional Cost (1E)With Additional Cost (1E)
E&O E&O -- Other (1C)Other (1C)



Sequence of ExplanationSequence of Explanation
Additional CostAdditional Cost
●●

 

Explanation of What it isExplanation of What it is
●●

 

Explanation of What itExplanation of What it’’s Nots Not
●●

 

When to Initially Determine (by Change Order)When to Initially Determine (by Change Order)
●●

 

When to FinalizeWhen to Finalize

CommunicationCommunication
●●

 

Between Construction and Design PMBetween Construction and Design PM
●●

 

Procrastination Results in Loss of Knowledgeable StaffProcrastination Results in Loss of Knowledgeable Staff
●●

 

Coordinate With Consultant to Identify/VerifyCoordinate With Consultant to Identify/Verify



Sequence of ExplanationSequence of Explanation
Payment RequestPayment Request
●●

 

TimingTiming
●●

 

Notification GuidanceNotification Guidance
●●

 

Opportunity for Consideration by Opportunity for Consideration by 
TxDOT AdministrationTxDOT Administration

Instructions for Payment RemissionInstructions for Payment Remission
Instructions for Settlement AgreementInstructions for Settlement Agreement
●●

 

If Requested by ConsultantIf Requested by Consultant
●●

 

Not RequiredNot Required

Instructions for Crediting Recovered FundsInstructions for Crediting Recovered Funds



Areas of EmphasisAreas of Emphasis
Communication With the ConsultantCommunication With the Consultant
Communication Among TxDOT StaffCommunication Among TxDOT Staff
Getting the Change Order Coded CorrectlyGetting the Change Order Coded Correctly
Coordination With Consultant for Additional Coordination With Consultant for Additional 
Cost Determination Cost Determination –– Sooner than LaterSooner than Later



Identification of ResponsibilityIdentification of Responsibility

TxDOT Construction Project ManagerTxDOT Construction Project Manager
TxDOT Design Project ManagerTxDOT Design Project Manager
District Management Level ReviewDistrict Management Level Review
●●

 
Ensure Change Order Coding AccuracyEnsure Change Order Coding Accuracy

●●
 

Ensure Change Order Coding ConsistencyEnsure Change Order Coding Consistency
●●

 
Ensure Communication With ConsultantEnsure Communication With Consultant

●●
 

Ensure Communication Among District StaffEnsure Communication Among District Staff



Development and ReviewDevelopment and Review

Procedures Development



Development and ReviewDevelopment and Review
Design Division Design Division –– Consultant Contract OfficeConsultant Contract Office
Other Design Division StaffOther Design Division Staff
Construction Division DirectorConstruction Division Director
Other Construction Division StaffOther Construction Division Staff
Multiple District EngineersMultiple District Engineers
Other District Construction and Design StaffOther District Construction and Design Staff
Office of General CounselOffice of General Counsel
Members of the AdministrationMembers of the Administration



ImplementationImplementation
Version 1 Distributed Version 1 Distributed –– December 15, 2006December 15, 2006
Version 1 Rescinded Version 1 Rescinded –– March 30, 2007March 30, 2007

Absence of Procedures Does Not Remove Responsibility 
for Identifying Errors & Omissions and Appropriate 
Associated Additional Costs



ImplementationImplementation
TxDOT E&O Policy Statement TxDOT E&O Policy Statement –– August 2007August 2007
●●

 

Compliant with SB 924Compliant with SB 924
●●

 

Supported by TxDOT ProceduresSupported by TxDOT Procedures

Procedures (Version 2) Expected Procedures (Version 2) Expected –– SoonSoon

SB 924 identifies eight required provisions that a 
rule or policy adopted by a state agency must 
include relating to the recovery of costs arising 
from an engineering or architectural error or 
omission by a private design professional.



Contact InformationContact Information
Camille ThomasonCamille Thomason

 Design Division Design Division ––
 

Consultant Contract OfficeConsultant Contract Office
 512512--416416--22632263

 cthoma1@dot.state.tx.uscthoma1@dot.state.tx.us

Dan NealDan Neal
 Design Division Design Division ––

 
Consultant Contract OfficeConsultant Contract Office

 512512--416416--26672667
 dneal@dot.state.tx.usdneal@dot.state.tx.us



Questions?Questions?
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