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EXECUTIVE SUMMARY 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
  Background  

Per the FY20 Comprehensive Annual Financial Report (CAFR), Cobb 
County converted $78.8 million of construction in progress into assets in 
service. As of the year ended 9/30/2020, the County had $199 million of 
construction in progress. Major projects put into service during FY20 
included road construction or improvements, park facility renovations, and 
fire station upgrades. 

Due to the magnitude of their respective construction programs, this 
internal audit focused on construction processes and controls within the 
Department of Transportation (“DOT”) and the Cobb County Water System 
(“CCWS”). 

DOT construction is primarily funded by the Special Local Option Sales Tax 
(SPLOST) Fund. Per the FY20 CAFR the SPLOST Fund reported a fund 
balance of $194.5 million which is restricted for specific construction 
projects; $91.5 million of which was spent on various DOT safety and 
improvement road, bridge and sidewalk projects. 

CCWS operates as an Enterprise Fund and does not receive funding from 
the General County Fund. All funding is derived from Water System rates, 
charges, and fees. Per Finance records a total of $43.3 million was spent 
towards capital projects in FY20, with $35.8 million restricted for capital 
projects in process (per FY20 CAFR). 
 

Results Summary 

Both DOT and CCWS have strong operational and financial controls in 
place for managing design and construction activities. No high risk 
observations were identified during our procedures. Various opportunities 
for improvement exist to help align departments with leading industry 
practices, and to increase consistency within construction management 
processes County-wide.  

Overall Rating  
(See Appendices A&B for definitions) 

 
Number of Observations by Risk Rating 

High Moderate Low 

Construction Internal Audit - 2 - Fieldwork was performed from December 2020 through March 2021. 

We would like to thank all Cobb County team members who assisted us throughout this review. 

Objective and Scope 

Our procedures were performed in accordance with the internal audit scope 
and approach set forth in our audit notification, dated December 3, 2020 
and were limited to those described therein. 
 
Processes in scope included the following: 

 Planning & Budgeting 
 Design 

o Procurement 
o Invoicing 

 Construction Management 
o Project Controls 

 Construction 
o Procurement 
o Invoicing 
o Schedule Management 
o Change Management 

 Closeout 
 
Transactional testing was performed on a sample basis to validate the 
operating effectiveness of identified internal controls, and validate 
compliance with key contract provisions. Areas of improvement based on 
transactional testing and/or interviews are provided for management’s 
consideration. 
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EXECUTIVE SUMMARY (CONTINUED) 

Ratings and conclusions 

Following is a summary of the Moderate observations noted in the areas reviewed. Definitions of the rating scales are included in the Appendices.  

Ratings by Observation 

Observations Rating 

Financial Closeout (County Finance & General Accounting) 

An annual process takes place near fiscal year end to identify which projects have been substantially completed during the current 
year, and new assets are added to the financial system corresponding to those projects. 

Following the identification of completed projects, depreciation is run as a batch for fixed assets on the last day of the fiscal year. 
Ideally, the process for recording new assets takes place prior to the end of the fiscal year, but at times are not added timely due 
to delays in information from departments. These delays can result in new assets not accumulating depreciation until the end of 
the fiscal year as a “catch up”. 

Additionally, at times the in-service date does not correspond with the substantially complete date provided by the responsible 
department, causing depreciation to be missed at the beginning of the asset’s useful life.  

Moderate 

User Access (DOT & CCWS) 

Various systems are utilized to retain key documentation throughout the life cycle of DOT & CCWS construction projects. There is 
no current process for periodic access review for each system. 

Without periodic review, over time the roles and access of County personnel and third parties may become inappropriate based on 
departures, transfers, etc. and those users may have access to sensitive data and/or the ability to make unauthorized changes or 
deletions.   

Moderate 
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EXECUTIVE SUMMARY (CONTINUED) 

Ratings and conclusions (continued) 

Process Improvement Opportunities 

Improvement Opportunities 

Document Control & Record Retention (DOT & CCWS) 

Various systems are used to retain key documentation throughout the life cycle of the Cobb County Water System and the Department of Transportation 
construction projects. 

Reducing the number of systems utilized can also help reduce the risk of inappropriate access and the time taken to perform periodic access reviews, as 
detailed in Observation #2. 

System Integration for Invoice Processing (CCWS) 

The invoice review, approval and processing within CCWS is performed in three separate systems with manual steps for downloading and uploading 
documentation. The three systems involved in this process are Project View, OnBase, and the CGI Financial System. 
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BACKGROUND 

Construction Process Overview 

The construction process for both the Water System and the Department of Transportation begin with approval by the Board of Commissioners (Board). For 
Water, a budget is approved on an annual basis at the same time of the approval of the full County budget for capital improvements outlined by general project 
clusters such as water line water main replacements, sewer replacement and rehabilitation, upgrades to water reclamation facilities, among others. Transportation 
projects are approved within the Comprehensive Transportation Plan (“CTP”) which is updated every five years. Within the CTP is a breakdown of the SPLOST 
funded projects and the Board decides which projects will move forward in a given year. 
 
Once the project plans are approved, the Planning phase will begin and the key stakeholders will develop the estimated budget, anticipated project schedule, 
project specifications, and advertise for services from a design professional. Depending on the method of solicitation and type of contract methodology, the Cobb 
County internal team will receive and review bids or proposals of prospective vendors, selecting either the lowest bid for IFB (invitation to bid) or reviewing the 
proposals and selecting the vendor best qualified, whose cost proposal is within the anticipated project budget for an RFP (request for proposal). Once a vendor is 
selected, departmental personnel prepare an agenda item to bring forward to the Board for their approval to award the contract. 
 
  

Planning and  
Budgeting 

Design Construction Closeout 

Construction Process 
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BACKGROUND (CONTINUED) 

Construction Process Overview 

The construction phase begins once the design is prepared, a construction contractor has been awarded the contract, and project oversight (construction 
manager) has been identified either internally or through a third-party. Once construction begins, progress reporting will be prepared at an agreed-upon frequency 
(usually weekly) to share with County personnel how the project is moving along and if any delays or issues were encountered. Additionally, invoice or applications 
for payment (“AFPs”) are submitted by the contractors for approval and payment, which is accompanied by appropriate supporting documentation to validate the 
amounts included. Each invoice must be reviewed by appropriate personnel, usually the construction manager, project manager, and other County management in 
the respective department overseeing the execution of the project. Agreed-upon rates are verified, and inspections are performed to verify the accuracy of 
amounts charged for materials. Once approved, departmental finance will process the invoice for payment in the financial system. This process will occur 
periodically, usually monthly, throughout the life of the project until it is complete. 
 
Once the project is substantially complete, the closeout phase begins, which includes performing final walkthroughs, identifying and addressing punch list items, 
turning over user manuals and warranty information to the maintenance department, and closing out the project in the financial system. This means converting the 
project from a capital expense into an asset and initiating depreciation based on the “in service” date as determined by the responsible department.  

Cobb County Water System 

The Cobb County Water System partners with a wholesale provider, the Cobb County-Marietta Water 
Authority, in distributing clean, safe water to customers. The Cobb County-Marietta Water Authority 
withdraws and purifies water from the Chattahoochee River and Allatoona Lake. There are two main 
treatment plants, one located in Marietta which treats water withdrawn from the Chattahoochee River, 
and the other located in Acworth and treats water withdrawn from Allatoona Lake. Combined, these 
plants can produce up to 158 million gallons of drinking water a day. 

The Cobb County Water System purchases drinking water from the Cobb County-Marietta Water 
Authority and distributes it to over 190,000 homes and businesses in unincorporated Cobb County 
and in the cities of Acworth Kennesaw, and Powder Springs. The Cobb County Water System 
maintains more than 3,000 miles of water main ranging in size from 6 inches to 20 inches in diameter. 

The major projects undertaken by the Cobb County Water System typically involve upgrades or 
expansions to the four water reclamation facilities, but also include large-diameter tunnel projects to 
provide wastewater conveyance and flow equalization storage capacity. Other typical construction 
projects include water main repairs/replacements, sewer line extensions, and sewer line 
rehabilitation. 

Water System operation and construction is funded by Water system rates, charges and fees. Per 
Finance records a total of $43.3 million was spent towards capital projects in FY20, with $35.8 million 
restricted for capital projects in process (per FY20 CAFR). 

 

Northwest Water Reclamation Facility 
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BACKGROUND (CONTINUED) 

Department of Transportation 

Per the County website, the Cobb County Department of Transportation (DOT) develops, manages, and operates Cobb County's transportation system. This 
system includes a vast network of roadways, sidewalks, and trails; a transit system that provides public transportation; and an airport that serves business and 
recreational flying needs. 

Cobb DOT consists of several divisions, including engineering, traffic operations, planning, airport, transit, and road maintenance. It also includes support services, 
which is a general designation for services that support Cobb DOT across all divisions. 

Cobb DOT develops a Comprehensive Transportation Plan (CTP) to outlay existing and future transportation needs including roadways, bicycle and pedestrian 
facilities, transit services, and freight considerations. The majority of funding for transportation projects comes from the SPLOST program. Together, the CTP and 
SPLOST make up the plan and the funding for future projects. 

At the end of the current fiscal year, the SPLOST Fund reported a fund balance of $194.5 million which is restricted for specific construction projects; $91.5 million 
of which was spent on various DOT safety and improvement road, bridge and sidewalk projects. 

Systems & Document Control 

Effective document control throughout the construction project life-cycle is important for effective execution from planning through closeout. An effective document 
repository and consistent procedures for document retention can help cut down on the time spent searching for documents and increase productivity.  

DOT and CCWS utilize similar systems for retaining documentation, including the following: 

 County’s various servers which create a shared file system accessible to respective personnel with designated access permissions; 
 Project View which is a construction focused system that focuses on project budgeting and financial controls; 
 OnBase which is an enterprise information system utilized both for document archive purposes, along with documentation integration to the financial 

system; 
 When applicable, third party systems are utilized by CCWS if the construction management vendor prefers to do so. County personnel will have access to 

this system and utilize the County servers as back up. 

The specific ways in which each system is utilized by the departments is detailed further in the following pages.  
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BACKGROUND (CONTINUED) 

Systems & Document Control 

Project Documentation & Systems of Record Matrix 

Document 
System of Record1 

County Servers Project View OnBase 
CGI Advantage 

Financial System 
Purchasing  
Department  

Project plan/scope W T         
Project budgets W T W T       
Schedules/timeline (design) W T W T  T     
Schedules/timeline (construction) W T W        
Executed contracts  T   W T   W T 
Purchase orders  T   W    W T 
Solicitation advertisements  T   W T   W T 
Proposal submissions  T   W    W T 
Selection committee evaluation documents  T   W T   W T 
Independent cost estimates  T W T W T   W  
Negotiation details  T   W    W  
Notice of award  T   W    W  
Notice to proceed  T   W    W  
Invoices/applications for payment ("AFP")   W T W  W T   
Change order requests  T   W      
Approved change orders  T W T W      
Requests for Information (RFI) W T       W T 
Bid submissions     W    W T 
Shop drawings W T    T     
Photographs W T         
As-builts W T    T     
Operating manuals W T         
Maintenance schedules W T         
Warranties W T    T     
Daily diaries N/A T         
Weekly meeting minutes W T         
Monthly progress reports W T         
Allowance usage logs W T         
Punch lists W T         
Insurance records  T   W      

1Some of the third-party construction managers for Water utilize their own internal systems. Documentation is also backed up on the County servers. 
2Bolded items are key financial documents that have an impact on accounting records. 

3Legend: W = CCWS; T = DOT 
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BACKGROUND (CONTINUED) 

Invoice Processing 

A significant difference identified in the document breakdown on the previous page includes the way in which invoices are maintained between Project View and 
OnBase. The two departments also vary in how invoices are generated, reviewed, and processed for payment, which is detailed with flow charts on the following 
two pages. Specifically, CCWS utilizes OnBase more extensively, whereas DOT utilizes Project View from start to finish. A recommendation related to CCWS 
utilizing Project View to streamline and further automate the invoicing process is included in the Process Improvement Opportunities section.  

FTP = File Transfer Protocol; a secure site in which information can be passed between County personnel. 
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BACKGROUND (CONTINUED) 

Invoice Processing (Continued) 

FTP = File Transfer Protocol; a secure site in which information can be passed between County personnel. 
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DETAILED OBSERVATIONS 

Finance 

1. Accounting Procedures for Project Closeout Recommendation Management’s Action Plan 

 Observation Rating: Moderate 

 The final phase of a construction project is project close out, 
which includes various procedures to capture the project as 
substantially complete and convert construction in process to 
a depreciable asset in the County’s financial system.  

Based on discussions with the Department of Transportation, 
the Cobb County Water System, and County Finance 
personnel, it was noted that an annual process takes place 
near fiscal year end to identify all projects that have been 
substantially completed during the current year. During the 
annual review, the assets identified are recorded in the 
financial system as “in-service” based on the substantially 
complete date provided by the departments to begin 
depreciating the asset. (Note that while the substantially 
complete date may not mean occupancy or the asset has 
been placed in-service for use by County residents and 
visitors, it was confirmed with County Finance that this is the 
appropriate date for the new asset to be added to the financial 
system and for depreciation to begin). 

Internal audit (RSM) reviewed the procedures and 
documentation related to a sample of completed projects from 
FY19 and FY20 and noted the following: 

 Depreciation is run as a batch for fixed assets near 
the end of the fiscal year. Additionally, the process for 
recording new assets takes place near or after the 
end of fiscal year. This approach often results in new 
assets accumulating depreciation at the end of the 
fiscal year as a “catch up”. As such, none of the new 
assets from projects completed in FY20 have yet to 
accumulate any depreciation. 

(continued) 

We recommend management 
consider the impacts of the 
understatements identified on 
this year’s external audit. 
Consultation with the 
County’s external audit 
services provider may be 
warranted.  

We also recommend that the 
Department of 
Transportation, the Cobb 
County Water System, and 
County Finance Department 
(General Accounting) 
establish a more frequent 
process in which assets are 
placed into service in the 
financial system and 
depreciation is captured.  

Quarterly or bi-annual 
meetings between 
department(s) and County’s 
Finance to address 
construction in progress 
status changes, i.e. 
conversion from in progress 
to in service, would help drive 
a more accurate depiction of 
depreciation expense and 
accumulated depreciation.   

1. Finance is considering setting up a Google 
Spreadsheet (or Teams spreadsheet) which 
allows the departments and Finance immediate 
access at all times.  Projects will be entered on 
the spreadsheet, and the departments will be 
able to post In-service dates in a timely manner 
which will allow Finance to update the AMS 
System in a timely manner instead of just at 
year-end.  Once the project is moved to a 
Fixed Asset, there will be some type of 
indication that it is now complete. 

Target Date: 7/1/2021 

2. Meetings will be set up to further educate 
departments and discuss the progress status 
changes. 

Target Date: 6/30/2021 

3. Finance/Fixed Asset Accountant will meet with 
departments to better understand the term “In-
Service” from both sides.  The Fixed Asset 
Accountant will then draft definitions and a 
playbook that details how projects qualify for 
In-Service.  Workshops will also be set up to 
provide more guidance and to discuss the 
procedures.  In addition, Finance will discuss 
with DOT how to handle ROW projects going 
forward. 

Target Date: 6/30/2021 

Responsible Party: Fixed Asset Accountant 
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DETAILED OBSERVATIONS (CONTINUED) 

Finance 

1. Accounting Procedures for Project Closeout (continued) Recommendation Management’s Action Plan 

 Observation Rating: Moderate 

 o 2 of 5 assets sampled from FY20 had an “in-
service date” as of 9/30/2020, versus their 
substantially complete dates of 8/13/2019 and 
3/2/2020. The disparity between the 
completion date provided by the department 
and the in-service date per the County 
Finance records resulted in an 
understatement of depreciation. 
Governmental assets that were moved from 
construction in progress to the asset records 
during the year totaled approximately $78.8 
million. 

o 1 of 5 assets sampled from FY19 had an “in-
service date” as of 9/30/2019 for the 
corresponding asset, despite the completion 
date of the project being 6/8/2018. The 
disparity between the completion date 
provided by the department and the in-service 
date per the County Finance records resulted 
in an understatement of depreciation. 
Governmental assets that were moved from 
construction in progress to the asset records 
during the year totaled approximately $73.7 
million. 

Similar issues were also identified in the FY2017 and FY2018 
Single Audit management letters related to the 
misclassification of completed projects from Non-Depreciable 
to Depreciable categories, causing depreciation to not be 
recorded. 
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DETAILED OBSERVATIONS (CONTINUED) 

Department of Transportation & Cobb County Water System 

2. User Access Recommendation Management’s Action Plan 

 Observation Rating: Moderate 

 Due to the variety of documentation spread across the relevant 
systems, user access is primarily limited to County personnel, 
however, there are some third parties that are given access to 
systems as needed.  

It was identified there is no current process for periodic access 
review for each of the relevant systems.  

Without periodic review, over time the roles and access of 
County personnel and third parties may become inappropriate 
based on departures, transfers, etc. and those users may have 
access to sensitive data and/or the ability to make unauthorized 
changes or deletions.   

We recommend the Cobb County Water 
System and the Department of 
Transportation develop a process for 
quarterly reviews of user access for 
each relevant system: 

 County Server - H Drive 
 Project View 
 OnBase 

If identified, users with inappropriate 
access should be removed immediately. 

Action Plan 

CCWS: Review annually with interim 
updates any time a new user is 
added. 

DOT: DOT will periodically review 
access and work with Information 
Systems on a plan. 

 

Responsible Party:  

CCWS: Water Systems Division 
Manager/Engineering & Records 

DOT: Transportation Division 
Manager 

 

Target Date:  

CCWS: Immediately 

DOT: October 2021 
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PROCESS IMPROVEMENT OPPORTUNITIES 

Department of Transportation & Cobb County Water System 

1. Document Control & Record Retention Recommendation Management’s Action Plan 

 Various systems are used to retain key documentation 
throughout the life cycle of the Cobb County Water System and 
the Department of Transportation construction projects. As 
detailed on page 7, the utilization of the primary document 
retention systems is inconsistent between DOT and CCWS. 
Haphazard retention of project documentation can result in 
disorganization or critical documents being lost.   

Reducing the number of systems utilized can also help reduce 
the risk of inappropriate access and the time taken to perform 
periodic access reviews, as detailed in Observation #2. 

We recommend both the Department of 
Transportation and the Cobb County 
Water System further analyze the use of 
each system and identify a primary 
construction management and project 
documentation repository, as long as it 
does not conflict with the strategic 
direction of the County regarding 
enterprise wide electronic record 
retention. 

Action Plan 

CCWS: Water System will continue to 
work with County IS, Legal, and other 
decision-makers regarding 
appropriate document retention 
systems for various types of 
documents and records. 

DOT: DOT is working toward 
implementing document 
control/retention by using OnBase as 
main system. 

 

Responsible Party: 

CCWS: Engineering & Records 
Division Manager 

DOT: Transportation Division 
Manager 

 

Target Date: 

CCWS: Immediately 

DOT: January 2022 
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PROCESS IMPROVEMENT OPPORTUNITIES (CONTINUED) 

Cobb County Water System   

2. System Integration for Invoice Processing Recommendation Management’s Action Plan 

 Efficient and well documented invoice review and approvals 
are an important aspect of the construction life-cycle. As 
information systems have evolved, more jurisdictions have 
established technology-based automated work flows to 
manage invoice processing. These processes allow for 
system generated notifications of items in each stakeholder’s 
review queue, provide time stamped “click” approvals, and 
allow for PDF and other file type attachments to accompany 
the process from start to finish.  

Based on discussion with the Cobb County Water System 
personnel, it was noted that the invoice review, approval and 
processing is performed in three separate systems with 
manual steps for downloading and uploading documentation. 
The three systems involved in this process are Project View, 
OnBase, and the CGI Financial System. 

Project View has a built in work flow for invoice review and 
approval, along with the capability to interface directly with the 
current financial system utilized by the County. We 
understand that the Department of Transportation exclusively 
utilizes Project View to generate applications for payment, 
work flow capabilities for review and approval, and automated 
upload to County Finance. 

We recommend the Cobb County 
Water System explore the 
utilization of Project View as the 
primary source of invoice 
generation, review, and approval. 
We also recommend Cobb County 
Water System consult with the 
Department of Transportation to 
adopt a similar process. 

Water System will meet with CDOT to 
compare construction invoicing procedures 
to see if either department can improve 
functionality and/or security within the 
respective processes. Goal is not to 
duplicate each other, but to seek 
incremental improvement. 

 

Responsible Party: Water System Division 
Manager 

 

Target Date: 9/30/2021 
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APPENDIX A – OBJECTIVES & APPROACH 

Objectives 

The purpose of this review was to obtain an understanding of Construction processes within the Department of Transportation and the Cobb County Water 
System, assess the current internal control environment, and identify areas of weakness or opportunities for improvement. 

Approach 

Our audit approach consisted of the following procedures: 

 Worked with Cobb County to confirm the scope of controls to be assessed as part of the construction audit 
 Hosted an audit kickoff meeting with County stakeholders to set audit expectations, timing, and to answer any questions regarding the scope and approach 
 Conducted interviews with departmental leadership within Transportation and Water to gain an understanding of the current construction control environment 
 Reviewed documentation relevant to the construction process such as the CIP plan and budget packages 
 Selected a sample of on-going and / or recently completed construction projects 
 Obtained and reviewed design and construction contracts for sample projects 
 Identified key contract compliance requirements, project risks, and corresponding internal controls 
 Assessed the design of existing internal controls for sample projects 
 Requested relevant documentation evidencing the operation of existing internal controls 
 Performed transactional testing to validate the operating effectiveness of identified internal controls, and validated compliance with key contract provisions 
 Developed recommendations to address each finding 
 Produced other areas of improvement to enhance processes and controls for management’s consideration 
 Reviewed recommendations and considerations with management for feedback 

 
Reporting 

At the conclusion of this internal audit, we summarized our observations included within this report. The report was provided to management for review and 
response prior to finalization. 
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APPENDIX B – RATING DEFINITIONS 

Observation Risk Rating Definitions 

Rating Definition 

Low 

Observation presents a low risk (i.e., impact on financial statements, internal control environment or business operations) to the organization for the 
topic reviewed and/or is of low importance to business success/achievement of goals. Action should be taken within 12 months (if related to external 
financial reporting, must mitigate financial risk within two months unless otherwise agreed upon). 

Moderate 

Observation presents a moderate risk (i.e., impact on financial statements, internal control environment or business operations) to the organization 
for the topic reviewed and/or is of moderate importance to business success/achievement of goals. Action should be taken within nine months (if 
related to external financial reporting, must mitigate financial risk within two months). 

High 

Observation presents a high risk (i.e., impact on financial statements, internal control environment or business operations) to the organization for the 
topic reviewed and/or is of high importance to business success/achievement of goals. Action should be taken immediately, but in no case should 
implementation exceed six months (if related to external financial reporting, must mitigate financial risk within two months). 
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