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EXECUTIVE SUMMARY 

Why We Did This Assessment 

Our objective was to determine whether 
contractors are being billed correctly for 
amounts due at the end of projects, 
including the cost of project audits when 
warranted by audit results, and that billed 
amounts are being collected in a timely 
manner. 

This assessment was included in the 2016-
2017 Annual Audit Plan. 
 

What We Found  

There were four instances, out of 22, when 
the District did not bill the construction 
manager or general contractor correctly. 
There were two instances, out of 22, when 
the overcharge amount exceeded $10,000 
and the audit fee was not billed. There were 
two instances, out of 22, when the assessed 
fees were not collected timely. 

We noted several instances when the 
department did not timely submit checks to 
the Finance Department. 

We also noted that interest was not charged 
to contractors who did not remit 
overcharged amounts as provided for in the 
contracts which state that overcharged 
amounts will be paid with interest at a rate 
of 12% per annum. 

 

What We Recommended  

• There should be written procedures 
for the billing, collection and 
processing of fees owed to the 
district by contractors. 

• When assessed fees are not received 
within the seven business days the 
department should re-bill. 

• The department should strengthen 
the billing and collection process by 
maintaining a log of all billings and 
collections so that overdue billings 
are readily identified. An electronic 
folder on their server could be 
established so that the billing and 
collection documentation would be 
safe from loss, damage and 
destruction. 

• Checks received from these billings 
should not be kept in the department 
for more than one day before being 
delivered to the Finance Department. 

• Interest should be charged in 
accordance with contract terms to 
construction managers that owe for 
overcharges. 
 

This report has been discussed with 
management and they have prepared their 
response which follows. 
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BACKGROUND: 

Section 34. Auditing Rights of the construction management contract, states at section 34.2: 
“If at any time, Owner conducts such an audit of Construction Contractor’s records 
and documentation and finds that Construction Contractor overcharged Owner, 
Construction Contractor shall pay to Owner the Overcharged Amount which is 
defined as the total aggregate overcharged amount together with interest thereon 
(such interest to be established at the rate of Twelve percent (12%) per annum). If the 
Overcharged Amount is equal to or greater than Ten Thousand and No/100 Dollars 
($10,000,00), Construction Contractor shall pay to Owner the Overcharged Amount 
and the Audit Amount which is defined as the total aggregate of Owner’s reasonable 
audit costs incurred as a result of its audit of Construction Contractor.” 

The section also states that the contractor agrees to remit the amount within seven (7) business 
days of its receipt of Owner’s invoice. 
 
These billing procedures are handled by the district’s Facilities and Construction Contracting 
Department. 
 
OBJECTIVES, SCOPE AND METHODOLOGY: 
 
Objectives 
Our objective was to determine whether contractors are being billed correctly for amounts due 
at the end of projects, including the cost of project audits when warranted by audit results, and 
that billed amounts are being collected in a timely manner. 

Scope and Methodology 

This engagement is a strategic assessment of the current process of billing contractors for 
overcharges and the cost of project audits when warranted by audit results and the timely 
collection of those fees. Strategic Assessments are concise, focused analyses of key data in areas 
of potential risk or concern. Our assessment included data for construction projects completed 
in the past five years with cost adjustments in excess of $10,000 or other amounts as specified in 
the contracts. 
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ASSESSMENT FINDINGS & RECOMMENDATIONS: 
 
1) There were four instances when the construction manager (CM) was not billed correctly. 
 
Best Practice: 
Billings for overcharges and audit costs should be consistent and accurate according to the contract 
terms. 
 
Assessment Findings: 

A. The construction manager for Evans HS Phase II was not billed $4,800 for the cost of the audit 
B. The construction manager for Evans HS Phase IV was not billed $8,800 for the cost of the audit 
C. The construction manager for Rock Springs ES was billed $48,762; the amount should have been 

$48,562, $200 less 
D. The construction manager for Spring Lake ES has not yet paid the full amount due the District for 

project overcharges of $2,959.58 and did not pay the cost of the audit, $4,800. The CM was billed on 
December 14, 2015. 

 
Recommendation: 
The department should strengthen the billing and collection process by establishing written procedures 
that include direction for the manager when issues about these situations occur. 
 
 
2) There were two instances, when the construction manager was billed for overcharges and audit 
fees, but those assessed fees have not been collected. 
 
Best Practice:  
Billings for overcharges and audit costs should be consistent and accurate according to the contract 
documents. 
 
Assessment Finding: 

A. The construction manager for Rock Springs ES was billed for $48,762 on November 7, 2014, and 
the money has not yet been collected. The CM owes the District $48,562. ($43,762 in overcharges + 
$4,800 in audit costs. 

B. The construction manager for Spring Lake ES was billed on December 14, 2015, for $14,758 in 
overcharges. The CM remitted $11,798.42 to the District on July 8, 2015 but has not yet paid the 
balance of $7,759.58 ($2,959.58 for unpaid overcharges + $4,800 for the cost of the audit). 
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Until our assessment brought these uncollected bills to the attention of the department, no collection 
activities were occurring. 

 
Recommendation: 
The department should re-bill the CM when the assessed fees are not paid within the seven business 
days that the contract allows for payment. The department could establish a log of all overcharges and 
audit fees to assist in tracking billed and collected amounts. The log, which could be on their network 
server, could establish the due dates and past due dates. This could alert the department to re-bill the 
CM when necessary. If contractors still don’t remit amounts due, the district’s legal counsel should be 
consulted. 
 
 
3) Interest was not charged to construction managers that owed the District for overcharges. 
 
Best Practice: 
Best practice is to follow contract terms. The construction contract states that interest is due on 
overcharges and sets the rate of 12% per annum. 
 
Assessment Finding: 
No interest was charged on any overcharges billed in the 22 instances we examined. 
 
Recommendation: 
Interest should be charged to construction managers who owe the District for overcharges on 
construction projects in accordance with contract terms. 
 
 
4) Checks received from billings are not being turned over promptly to the Finance Department. 
 
Best Practice: 
Checks received for overcharges and assessed fees should be turned in to the Finance Department within 
one business day from receipt. 
 
Assessment Finding: 
Checks that are received from contractors for overcharges and assessed fees are being held in the 
department before remittance to the Finance Department. Some were held in excess of four weeks before 
being turned over to the Finance department. 
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Recommendation: 
All checks received for payment of overcharges and assessed fees should be remitted to the Finance 
Department within one business day of receipt.  
 
 
We would like to thank the Facilities Services and Facilities and Construction Contracting staffs 
for their cooperation and support during the assessment. 
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Department / School Name Facilities and Construction Contracting 
Administrator / Department Head Robert Waremburg 
Cabinet Official / Area Superintendent Michael Eugene 

 
 
 

Exception Noted 
(Finding / recommendation) 

Management Response 
(Corrective Action) 

Responsible Person 
(Name & Title) 

Expected Outcome & Completion Date    
What is the evidence of the corrective action? 

What is?  What should be? 
 

What needs to be done? 
 

Who needs to do it? When will the action be completed? 
(MM/YYYY) 

1) There were four instances 
when the construction 
manager (CM) was not billed 
correctly 

Develop detailed written 
procedures that will enable 
the responsible person to 
understand and interpret 
project audit reports, thus 
ensuring that the CM is billed 
the correct amount. Currently, 
someone new to this position 
may not know all of the 
nuances of the audit report. 

Ed Ames, Director, 
Facilities and 
Construction 
Contracting. 

The expected outcome is to work with Internal 
Audit and Facilities Fiscal to develop detailed 
written procedures that will enable the responsible 
parties to understand and interpret project audit 
reports. 
The expected completion date is January 2018. 
 
Evidence of corrective action- conversations have 
taken place with Facilities and Internal Audit to 
help develop specific procedures. 
 
*A recommendation will be made to transfer this 
responsibility to Facilities Fiscal and the Project 
Manager, who are intimate with the details of the 
project, with assistance from Contracts. 

2) There were two instances, 
when the construction 
manager was billed for 
overcharges and audit fees, but 
those assessed fees have not 
been collected. 
 

The department will re-bill the 
CM when the assessed fees 
are not paid within the seven 
business days that the 
contract allows for payment. 
The department will establish 
and maintain a log of all 
overcharges and audit fees to 

Ed Ames, Director, 
Facilities and 
Construction 
Contracting. 

The expected outcome is to develop an electronic 
log on the network that will enable the responsible 
parties be cognizant with and enable a timely 
follow up on accounts receivables, from 
Construction Managers. 
 
The expected completion date is January 2018. 
 



 

2 
OCPS0274Int 

AUDIT RESPONSE MATRIX                                                                               FISCAL PERIOD OR AUDIT DATE:   NOVEMBER 10, 2017 

assist in tracking billed and 
collected amounts. The log, 
which will be on the network 
server, will establish the due 
dates and past due dates. This 
will alert the department to re-
bill the CM as appropriate. If 
contractors still do not remit 
amounts due in the time 
allotted, the district’s legal 
counsel will be consulted. 
 

Evidence of corrective action- Contracts is 
researching “tickler programs” that will be utilized 
to alert responsible parties to remind, re-bill, or 
consult legal when accounts are overdue. 
 
*A recommendation will be made to transfer this 
responsibility to Facilities Fiscal and the Project 
Manager, who are intimate with the details of the 
project, with assistance from Contracts. 
 

3) Interest was not charged to 
construction managers that 
owed the District for 
overcharges. 
 

Interest will be charged to 
construction managers who 
owe the District for 
overcharges on construction 
projects in accordance with 
contract terms. 
 

Ed Ames, Director, 
Facilities and 
Construction 
Contracting. 

In conjunction with the network file mentioned 
above, accounts/records will be kept to determine 
the amount of interest due on late payments 
according to the contract. 
 
Contracts is researching “tickler programs” that will 
be utilized to alert responsible parties to remind, 
re-bill, calculate interest and or consult legal when 
accounts are overdue. 
 
The expected completion date is January 2018. 
 
 
 
*A recommendation will be made to transfer this 
responsibility to Facilities Fiscal, who is responsible 
for the Project’s financial affairs, with assistance 
from Contracts. 
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4) Checks received from billings 
are not being turned over 
promptly to the Finance 
Department. 
 

All checks received for 
payment of overcharges and 
assessed fees will be remitted 
to the Finance Department 
within one business day of 
receipt.  
 

Ed Ames, Director, 
Facilities and 
Construction 
Contracting. 

Reimbursement checks will not be held for more 
than one business day before being sent to 
Finance. 
 
This will be a part of the written procedures 
mentioned above. 
 
The expected completion date is January 2018. 
 
*A recommendation will be made to transfer this 
responsibility to Facilities Fiscal, who is responsible 
for the Project’s financial affairs, with assistance 
from Contracts. 
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