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Audit Objective

AUDIT HIGHLIGHTS

WHY WE DID THIS AUDIT

The Scottsaale City Auditor's office
performed this audit on benalf of the
Scottsdale Unified School District No. 48
through Intergovernmental Agreement (IGA)
2021-623-C0S approved by the City Council
and District Governing Board, The audit

SUSD Hohokam Bond Project

October 13, 2021 Audit Report No. 2116

WHAT WE FoUND Results in Brief

Closer review of the CMAR subcontractor selection, proposed GMP costs and
contract time can better control construction costs.

+ Additional oversight of the subcontractor selection process and more
detalled review of the proposed costs are needed. For example, about $2
million of the GMP was based on estimates and i
and tracked.

« Transaction privilege taxes sales taxes) were overstated in the GMP and other
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objective was to review contract
\ admintstration, Including procurement,
Poject managemant, contract complance, Job Order Contracting work performed by the CMAR.

and cost-effectiveness, for the Hohokam n may
sty Sctiosd construction project monitor and control construiction costs and quaiity.

. y not fully supported, and General Conditions
casts were billed as lump sum, not at actual cost of allowable items.
BACKGROUND
+ Some change work was not submitted to the District for approval and

ed needed for key qualit

The renovation and rebulid of Hohokam
ry School funded by f the Desiys Id be Improved.

the 2016 voter-approved Bond. The District + Contract terms did not address project architectural services and a pricing

used aConstruction Manager at Risk structure Dased on Construction costs may not have been advantageous. Also,

(CMAR) delivety method for the project, somefees appear inconsistent with contract pricing

wihere, in addition to hiring an Architect, it

hired a general contractor to provide

Input

Asthe design phase was ending, the CMAR | WHAT WE RECOMMEND /
general contractor and the District the District SeivicEs 10

negotiated Price

Bond Project

. tdocuments issing, high-dollar c were ot
Box needed.

ommendations in Brief

» Establish for closer review of selection
(GMP) o5t detalls.
approximately $21.9 million.
As of August 2021, this
Deen closed out. « Establish ps for
‘documentation.

MANAGEMENT RESPONSE

The District agreed with the audit recommendations and outiined its current

and planned progress for implementation

o Estabiish procedures for reviewing progress payments, changes to the work,

Management Response

City Auditor’s Office
Clty Auditor 480312-786T
Intagrity Line 458031128348
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*On-site Project supervision and project management
+Bonds, Insurance

sTemporary Project utilities and project requirements
sField Office & Office supplies

«Safety supplies, materials, equipment

Key Terms

General
Conditions Costs

Direct

Oon::tor:t::wn + «Materials, supplies, equipment incorporated or
consumed in the performance of the Work
+Subcontracted work

«Self-performed work (in lieu of subcontracted)
sProject safety program

«Other costs as required by the Contract Documents

Manager at Risk
(Contractor)

Cost of Work

«Negotiated, to reflect the risk inherent in the state of
Contractor's completion of the Construction Documents at the
Contingency time of the GMP proposal

«Belongs to the CMAR if needed, but returned to the
District if unused

«Written approval from District required

GMP — Guaranteed
Maximum Price

«Fee covers CMAR Profit and Overhead costs, such as
personnel not allowable in general conditions, salary
bonuses and incentives, vehicles, jobsite computers,
cell phones, copiers and business equipment, home
office operations and staff, recruitment costs, per
diem and subsistence, etc

Construction

Consultant — Architect, Fee & Taxes
Design Consultant

=Used for District-directed changes or unforeseen site
conditions

=Approved with GMP Amendment, but NOT included in
the Contract Price/ GMP

+Markups and taxes applied when it is approved for
use

District
Contingency




10/21/2021

1. Closer review of the CMAR subcontractor selection, proposed
GMP costs and contract time can better control construction costs.

Establish or enforce existing procedures for District oversight of the
subcontractor selection process.

Require adequate information be provided to support the proposed GMP
amounts, including subcontractor bids and bid tabulations, with any
estimated amounts identified for monitoring.

Review the Transaction Privilege Tax rates and calculations...

. Verify that the contract and proposed construction timeline clearly
identify the Substantial Completion and Final Completion dates.
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2. Establishing contract management processes may help the
department better monitor and control construction costs and quality.

A. Establish standards for the reporting and documentation to be submitted
to support the reported progress... and amounts billed. ...

Establish policies and procedures for documenting and reviewing all
changes and communicate these expectations to the contractors... .

Ensure general conditions are managed in accordance with contract
terms and require supporting cost records for amounts billed.

. Develop procedures to ensure key quality control processes are being
completed...
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3. Management of the Design services contract could be improved.

A. ... Ensure contract terms adequately address roles and responsibilities
specific to architectural services... Also ... negotiate professional fees
based on the level of service to be provided.

. Verify that proposed fees comply with contract terms prior to approval.

Maintain complete records of the contract and ... Further, ensure
appropriate authorizations are obtained for contract changes.

. Establish procedures for monitoring design progress ...

Track (cumulative) contract payments against approved contract

v or S
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4. Documentation standards and methods should be improved.

Maintain records of design and construction activities and establish a
document management system ... .

Document procurement activities, such as the basis for any contractor or
consultant selection.

For cooperative contracts, ensure any negotiated terms have been
reviewed and applied to the District’s pricing.
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