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September 17, 2020

AUDITOR’S LETTER

The objective of our assessment of the City and County of Denver’s construction contract with Hensel Phelps 
at the National Western Center was to evaluate how the center reviews Hensel Phelps’ compliance with the 
contract terms. This included evaluating the National Western Center’s internal controls associated with the 
review, the center’s approval of pay applications and change orders, Hensel Phelps’ use of subcontractors, 
and Hensel Phelps’ adherence to project progress reporting. BKD LLP conducted this assessment on behalf of 
the Auditor’s Office. I am pleased to present the results of this assessment.

The assessment revealed the National Western Center needs to implement a review process of subcontractors’ 
financial documentation for the work subcontractors perform. The city and the National Western Center need 
to enhance language in future construction contracts to ensure subcontractors are paid in a timely manner 
after the contractor is paid and that the contract’s conflict-of-interest clause includes the contractor and 
other vendors. 

By implementing recommendations for stronger review processes and contract language, the city and the 
National Western Center will be better equipped to manage future construction contracts. 

We extend our appreciation to the personnel at the National Western Center who assisted and cooperated 
with us and BKD LLP during the assessment. For any questions, please feel free to contact me at 720-913-
5000.

Denver Auditor’s Office

Timothy M. O’Brien, CPA 
Auditor

City and County of Denver
TIMOTHY M. O’BRIEN, CPA 
AUDITOR

201 West Colfax Avenue, #705 •  Denver, Colorado 80202 
(720) 913-5000 •  Fax (720) 913-5253 •  www.denverauditor.org

https://www.denverauditor.org/
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Report Letter  
 
 

Mr. Timothy M. O’Brien, CPA 
City and County of Denver Auditor 
Webb Municipal Office Building 
201 West Colfax Avenue, Department 705 
Denver, CO 80202 
 
On behalf of the Denver Auditor’s Office of the City and County of Denver, BKD performed 
procedures related to construction audit services in accordance with the scope of work described 
in the work order. This Scope of Services was agreed to by the Denver Auditor’s Office pursuant 
to Work Order A-1 dated December 12, 2019. BKD's scope of work included the assessment of 
payment applications and change orders for the work completed by Hensel Phelps. Had we 
performed additional procedures, other findings of significance may have been reported to you. 
 
This engagement was limited in scope and not designed to analyze all transactions, contractors, 
projects, control environment, change orders, or policies and procedures. Because we conducted 
testing and relied on information supplied by the National Western Center and Hensel Phelps, our 
work was not designed to identify instances of fraud, errors or non-compliance with laws, should 
such circumstances exist. This report contains the results of the procedures we performed. 
 
Implementing and improving internal controls as suggested in this report can only help reduce the 
risk of fraud and errors but does not provide absolute assurance that fraud or errors will be 
prevented. The National Western Center is responsible for the design of its controls and ongoing 
monitoring of their effectiveness to prevent and detect fraud. 
 
Our services were provided in accordance with International Standards for the Professional 
Practices of Internal Auditing established by the Institute of Internal Auditors. Our procedures do 
not constitute an audit or express any form of assurance on the National Western Center’s financial 
statements or internal controls under generally accepted auditing standards. Our report is intended 
for use only by the City and County of Denver and Hensel Phelps solely for reporting findings 
with respect to the procedures performed by us. This report is not intended to be, and should not 
be, used by anyone other than these specified parties unless express written consent is obtained 
from BKD. 
 

We appreciate the opportunity to assist with this project. 
 

BKD, LLP  
 

 
 

July 23, 2020 
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Contract Background 

In June of 2018, the City and County of Denver (city) and National Western Center (NWC) 
awarded Hensel Phelps a not-to-exceed $275 million contract as the Horizontal Integrated 
Contractor (Contractor).   
 
For additional information about the full construction at the National Western Center, see 
Appendix B.  
 
The Horizonal Integrated Contract is broken down into different types of task/work orders. 
 
Type 1 – Preconstruction and Site Wide Professional Services Task Orders.  Per the 
contract:  
 

These task orders include preconstruction services, cost estimating, scheduling, 
design/constructability reviews, utility and rail coordination, site-wide 
management oversight, logistics management, public relations and/or public 
information, required meetings and reporting for site wide services, workforce 
development coordination, site-wide health, safety, security and environmental 
management services and related services as needed for successful delivery of the 
Pre-Construction Services and Site Wide Services associated with the Project. 
 

Type 1 task orders are based on hourly rates that were negotiated in the contract and 
reimbursable expenses.  These are issued as not to exceed which is determined by applying 
the fully burdened hourly rates by the estimate of hours.  Fully burdened rates are an hourly 
rate negotiated at the beginning of the contract.  These rates include not only the services 
but additional expenses as well including: taxes, overhead, general conditions, benefits, 
consumables, office support, back office staff and reimbursable expenses.    

 
Type 2 – Temporary Site Work Orders.  Per the contract, these work orders are for:  
 

Central office (setup, maintenance and operation); site wide control and security, 
noise, erosion, sediment, and dust control; site wide permits, insurance, snow 
removal; fencing road maintenance; signage; traffic control, rail coordination and 
other site wide services.”  

 
Type 2 work orders are calculated based on the Cost of Completed Work from the 
subcontractors plus the Contractors fee and other fees which have been negotiated within 
the contract.  These are also issued as not to exceed unless adjusted by a Change Order 
requiring approvals and the process detailed in the contract. 

 
Type 3 – Construction Work Orders. Per the contract, these work orders are issued:  

 
For all work required to procure, construct and oversee the construction of 
designed permanent Project elements and temporary work necessary to accomplish 
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Project goals.  This will include earthworks, environmental cleanup, utility 
construction and coordination, open space construction, road construction, rail 
construction, etc. 

 
Type 3 work orders are calculated the same way as the Type 2 work orders.  These are also 
issued as not to exceed unless adjusted by a Change Order requiring approvals and the 
process detailed in the contract.  The city also has the option to issue these as Lump Sum 
or Guaranteed Maximum Price terms as well. 
 
Both Type 2 and Type 3 work orders are issued after using competitive procurement which 
requires the Contractor to obtain bids.  The Contractor, in the presence of the city’s 
Horizontal Integrated Contractor (HIC) Manager, will select “the lowest qualified, 
reasonable, responsive bidder or if an alternative selection process is used the proposal that 
represents the best value to the city.”  The city will review the final pricing proposal that 
is put forth, and at its discretion issue the work order.   
 
The current listing of issued task orders under this contract includes:  
  
Task Order Change 

Orders 
Description  Amounts  

T1.01 0 Initial Startup ‐ FINAL $1,612,568.99  

T1.02 0 Site Wide Preconstruction Services ‐ FINAL $3,759,450.30  

T1.03 0 Site Wide Preconstruction Services $2,220,822.95  

2.01 1 NWCO and HP Site Offices $1,741,902.39  

2.02 1 Property Management and Concurrent Operations $3,001,081.10  

3.01A 3 Stockyard Event Center & Stockyards Phase 1 ‐ FINAL $6,425,837.72  

3.01B 2 Denver Rock Island Rail Relocation $25,289,714.76  

3.02/3.08 0 CSU WRC Pad and Bettie Cram Dr. $15,323,539.22  

3.04 0 CSU Animal Health Pad‐Ready $1,387,199.54  

3.06 0 Equestrian Center Pad Ready $8,776,486.82  
TOTAL $69,538,603.79  

 
According to NWCs website “the Horizontal Integrated Contractor (HIC) for the National Western 
Center, Hensel Phelps will manage the Work Order Based Integrated Construction Contract to 
enable the Horizontal Portfolio for Phases 1 and 2 of the capital build. Project elements include 
preparations to make the site ready for construction, riverfront open space, sitewide infrastructure, 
site investigations and survey, National Western Drive, Bettie Cram Drive and DRIR (Denver 
Rock Island Railroad) rail consolidation.” 
 
To assist the Contractor with the completion of this project, NWC set the following organizational 
chart for overseeing the HIC project.  
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Executive Director

Program Director

Horizontal Integrated 
Contract (HIC) Manager

Contract Administration

Deputy Director
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As it relates specifically to our engagement scope (see the Scope of Work section), we spoke with 
NWC management regarding their processes around the management of this project.   
 
Procurement 

Procurement for this contract followed the city’s standard process utilizing both a Request for 
Qualifications (RFQ) and Request for Proposal (RFP) approach. The RFQ was put out first to 
find respondents who were interested in the project and felt qualified to deliver on the 
established plan and scope of work.  There were six responses to the Horizonal Integrated 
Contractor RFQ.  There were seven individuals that were on the selection committee who 
represented a wide range of involvement in the project, including representatives from the city, 
Colorado State University and the Stock Show.  The criteria included an evaluation of team 
qualifications, understanding of project scope and delivery method, understanding of regulatory 
requirements and approach to the program’s goals.  Through review of the support by the 
selection committee that was sent in with the RFQ, there were three companies that met the 
city’s criteria.   
 
The three companies were asked to put in formal proposals which covered formal plans, 
approaches and a cost proposal for the specific scope of work.  The selection process included 
specific criteria documented in the RFP, which included various components of a presentation 
and interview.  Hensel Phelps was selected at the end of the RFQ/RFP process.  Once the 
selection was made, a final contract was negotiated.  
 
Project Management 

Throughout the course of the month, the HIC Manager and other members of the NWC team meet 
with the Contractor to go over the progress, perform site visits and discuss the status of the various 
tasks that are currently active.  As part of the project management, there are three core areas of 
focus which include review of the project payment applications from the Contractor, review of 
change orders and obtaining and maintaining the miscellaneous required records related to the 
contract. This includes managing and tracking the insurance/bond certificates and other 
contractually required documentation as well as evaluating, tracking and obtaining appropriate 
approvals.  
 
Payment Applications 

Payment applications are a form specifically used in the construction industry which provides a 
summary of the costs incurred by the contractor in the past month along with supporting documents 
as required by the contract for those costs which are submitted by contractors to request payment. 
A city employee was appointed as HIC Manager to monitor the completion of the project and 
review payment applications.  Since Hensel Phelps is the Contractor, NWC relies on them to 
review subcontractor support for payment applications.  
 
Payment applications are submitted through Textura, a system which Hensel Phelps and the city 
use to track construction project invoicing and payments.  



Construction Processes Background 
 

6 
 

National Western Center 
Construction Assessment Report 
September 17, 2020 

Per the HIC Manager, the process of reviewing the contractor payment applications starts with 
the type of contract or task order. 
 

 For those under a lump sum contract, the HIC manager will validate payment application 
amounts by walking through the items that are being installed and built on site.  
Validation is done on a percentage of completion basis related to the amount being 
invoiced compared to the total amount for the line item.  For example, if the payment 
application notes that 50% of the line item for light fixtures is being charged, then the 
HIC Manager and possibly other members of the team walk through the site to observe 
that the light fixtures are being installed and they are 50% complete.  

 
 For those contracts that are unit rate, they obtain daily reports from the contractor.  An 

inspector from the HIC manager’s team will also be at the site and ensure that the work 
completed by subcontractors is completed in accordance with the contract terms and 
plans.  For material purchases, the Contractor can obtain tickets which evidence what was 
purchased.  Additionally, a drone may be used to assess completion. For example, a 
drone could be used to fly over concrete or grading to assess completion.  

 
If the work that is left to be completed appears to be more than the amount left in the lump sum 
value of the contract, then the subcontractor is contacted to address the issue.  For all other types 
of contracts, a field inspection is performed to ensure the work was completed.   
 
Payments 

Payment applications are submitted through Textura, a construction payment management 
system.  The schedule of values for the various task/work orders is set up in Textura at the 
beginning of each order.  Subcontractors and the Contractor have access to go into the system 
and enter the dollar amounts per the schedule of values for that month’s payment application.  
The Contractor reviews what was input alongside the HIC manager and then it is sent on to the 
city for review and payment.  
 
The Contractor utilizes Textura to disburse funds to subcontractors via electronic payment after 
the Contractor is paid.  Within Textura, lien waivers/release of payments are prepared by the 
city’s Contract Specialist.  This documentation will sit in the system and it is then released once 
payment is sent out to the subcontractor for their signature to verify receipt of payment.  

 
Change Orders  

A change order is an amendment or modification of the contract signed by appropriate NWC 
personnel, often modifying timeline, contractual terms or financial/ budgetary information.  
Change orders are often used by NWC for construction contract modifications. Change orders can 
be requested by the Contractor or by NWC.  Change orders consist of the details around what the 
change is, what financial impact and if there will be and any delays in the timelines that may be 
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incurred as a result of the change.  Per internal policy, change orders need to be approved by the 
following individuals: 
 

 Executive Director of NWC 
 Program Director 
 Portfolio Manager 
 City Contract Manager 
 Project Manager 
 Contract Administrator 

 
Miscellaneous Items 

In addition to managing the various task orders for the contract and having responsibility for the 
review of the payment applications and change orders, the HIC Manager maintains and tracks 
the various insurance and bond documentation which are required by the contract.  
 
For the entire NWC project, which includes the HIC contract the city obtained a Rolling Owner 
Controlled Insurance Program (ROCIP).  The city’s ROCIP program covers: 
 

 Workers’ compensation 
 General liability  
 Excess liability insurance coverage 

 
The ROCIP program, detailed out in the contract, also speaks to Contractor requirements to 
provide insurance for their work and their subcontractors to comply with the requirements.  
These insurance requirements are tracked throughout the life of the project. 
 
As is required on most construction projects, a bond was obtained for the scope of work. The 
bond is a form of insurance obtained generally by the Contractor that guarantees the performance 
of obligations noted within the contract.  Bonds protect against disruptions or financial loss due 
to the Contractor’s failure to complete a project or meet future obligations.  An initial bond was 
obtained but as the scope of work exceeded the original bond amount, an updated bond 
certificate was obtained to cover the current work in process and completed tasks of the project.  
 
Closeout 

When a workorder is completed, NWC follows the same procedures as if a whole construction 
project is being closed out. The following documentation is collected as part of the closeout 
procedures: 
 

 Final retainage payment application is received from contractor 
 Certificate of substantial completion 
 Signed acceptance of work 
 Notice of final completion (checklist) 
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 Proof of final payment is gathered 
 Advertisement of final payment is completed 
 Lien waivers 
 Certificate of Contract Release 
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Per our scope of work for this engagement, BKD:  
 

 Evaluated the contract type and noted accounting and reporting requirements relevant to 
the contract. BKD also created a contract extract to identify key terms and conditions. 

 Evaluated the process the city adhered to in evaluating contractor and subcontractor 
qualifications for the HIC Contract against city policy.  

 Sampled 10 payment applications for compliance with terms, specifically around: proper 
support and approvals for payment, contingency allowances (if applicable), labor rates, 
labor burden rates, materials, equipment, general conditions and retainage.  

 Evaluated up to three change orders for reasonableness, timeliness and required approvals 
in compliance with policy.  

 Evaluated 15 total payments for up to three subcontractors for accuracy, proper support 
and approvals, and compliance with relevant contract terms. 

 Evaluated insurance/bond coverage over the course of the scope of the agreed upon audit 
time.   

 Evaluated the process utilized by the city to closeout the construction project. This will 
include evaluation of lien waivers obtained, final punch lists completion and final payment 
of retainage.  
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The following results are based on the scope of work noted above.  
 

 Contract Assessment: Based on completion of these procedures, we noted one potential 
enhancement to the existing contract.  See observation three noted below. 

 Procurement Process Assessment: No observations were noted through completion of 
these procedures.  

 Payment Application Assessment: We selected 10 payment applications and obtained 
support, we further sampled contractor support related to the in-scope payment 
applications.  Based on completion of these procedures and inquiry of NWC personnel 
about the process of reviewing subcontractor support.  We noted one observation, see 
observation one below.  

 Change Order Assessment: No observations were noted through completion of these 
procedures.  

 Subcontractor Payment Assessment: Based on testing of the sampled payments, we 
identified one exception to contract terms.  See observation two below. 

 Insurance/Bond Coverage Documentation Assessment: No observations were noted 
through completion of these procedures.  

 Closeout Process Assessment: No observations were noted through completion of these 
procedures.  

 
Based on the performance of our procedures, we had the following observations.  
 
Observation 1 

Through inquiry of NWC personnel it was noted that the review of subcontractor payment 
application support (including their payment applications, receipts, invoices, timesheets, etc.) 
is reviewed by the Contractor. Although, NWC does review the work performed as outlined in 
the Background section of the report, financial review of the subcontractor documentation is 
not performed by NWC personnel. Review procedures performed by the Contractor may be 
unclear or inconsistent.  Relying solely on the Contractor may increase the risk of being 
charged inappropriate costs.   
 
BKD recommends that NWC implements a review process that would incorporate 
subcontractor support from a financial perspective.  This could include, obtaining a sample of 
invoices supporting charges made within the Contractor’s monthly payment applications that 
would allow for a more thorough review of subcontractor payment applications and decrease 
the risk of unallowed costs being paid for by the city.  

 
Observation 2 

Per the Denver Municipal Code of Ordinances Section 20-112a, around prompt payment, 
subcontractors are to be paid no later than seven days after the contractor’s receipt of payment 
from the city.  Further, the Denver Municipal Code of Ordinances Section 20-108f, indicates 
that Day means calendar day, unless otherwise defined. Through the assessment of 
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subcontractor payment evidence it was noted that one subcontractor, out of the 15 samples that 
were selected, was paid 13 days after the contractor’s receipt of payment from the city. The 
payment to the subcontractor was six days overdue.  
 
To comply with the Prompt Pay Ordinance at the city, NWC and the contractor should 
calculate and pay interest for the late payment that was identified during this assessment.  
Additionally, NWC should implement a process to assess that all payments to subcontractors 
were paid in accordance with the prompt payment ordinance. NWC should document any 
instances of late payments and the resolutions.  

 
Observation 3 

Conflict of interest clauses in contracts are intended to protect all involved parties.  The current 
conflict of interest clause within the contract evaluated speaks directly to the city’s conflict of 
interests and the applicable code; 

 
The parties agree that no official, officer or employee of the City shall have any personal 
or beneficial interest whatsoever in the services or property described herein and the 
City further agrees not to hire or contract for services with any official, 28 officer or 
employee of the City or any other person which would be in violation of the Denver 
Revised Municipal Code Chapter 2, Article IV, Code of Ethics, or Denver City Charter 
provisions 1.2.9 and 1.2.12. 

 
The NWC and the City Attorney’s office should enhance the existing clause to include the 
Contractor and other vendors. Over the course of construction projects, conflicts of interest 
may arise for all parties involved.  The Contractor may work closely or have a partial 
ownership agreement with a subcontractor that bids on a scope of work.  The architect may 
have a relative that works for a General Contractor that is bidding on the work.  These related 
party and similar types of relationships should be disclosed when they arise. It is important to 
note that just because a conflict of interest may arise that should not automatically exclude an 
individual or firm from participating.  Appropriate competition and quality of work may be 
impaired if a firm or individual are excluded, however it is important to be disclosed.  It is 
important for the clause to be in line with any potential conflict of interest or related party 
policy or law.   
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Term/Acronym Definition/Explanation 

Change Order (CO) 

An amendment or modification of the contract signed by appropriate 
NWC personnel, often modifying timeline, contractual terms or 
financial/ budgetary information.  COs are often used by NWC for 
construction contract modifications.  

City Horizontal Integrated 
Contract Manager 

The Executive Director will designate a City Horizontal Integrated 
Contract Manager (“City Contract Manager”) to administer the 
Contract. The City Contract Manager will report to the Program 
Director and act as the city’s single point of contact for this 
Agreement. The City Contract Manager may delegate certain day-to-
day duties to other city employees or consultants. However, any 
action requiring written approval, direction or consent by the city 
will not be delegated and shall remain with the Executive Director or 
the City Contract Manager. Contractor shall plan, staff and 
coordinate its activities so that the Project can be effectively 
managed by the City Contract Manager. The work and services 
required and all associated costs of implementing and staffing this 
Contract so that it can be effectively managed by the city’s single 
City Contract Manager are included in Contractor’s services and 
rates/pricing of work and task orders. 

Contractor Manager 

The Contractor Manager (“CM”) is responsible for the overall 
direction and management of the Project and all of the individual 
tasks and work assigned by the city. The CM will act as a single 
point of contact for the city in all matters related to the Project. All 
project managers for each individual project will report to the CM. 

Horizontal Integrated 
Contractor (Contractor) 

Hensel Phelps who manages the Work Order Based Integrated 
Construction Contract to enable the Horizontal Portfolio for Phases 
1 and 2 of the capital build. Project elements include preparations to 
make the site ready for construction, riverfront open space, sitewide 
infrastructure, site investigations and survey, National Western 
Drive, Bettie Cram Drive and the Denver Rock Island Railroad rail 
consolidation. 

National Western Citizen’s 
Advisory Committee  

Consists of residents, business representatives, property owners and 
other interested stakeholders from the surrounding neighborhoods to 
give feedback in creating and honing the new vision for NWC.   

National Western Center 
(NWC) 

Reimagined master-planned campus nearly doubling the grounds 
which have housed the National Western Stock show for more than 
110 years. 

Western Stock Show 
Association (WSSA) DBA 
National Western Stock 
Show (NWSS)  

The National Western Stock Show, one of Colorado’s preeminent 
tourist destinations, held every January for 16 days.  The stock show 
hosts one of the world’s richest regular season professional rodeos, 
one of the country’s largest horse shows and Colorado’s largest 
western trade show, attracting attendance numbers over 650,000 
visitors each year. 

Payment Application 

A form specifically used in the construction field that provides a 
summary of the costs incurred by the contractor in the past month 
along with supporting documents as required by the contract for 
those costs which is submitted by contractors to request payment. 
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Term/Acronym Definition/Explanation 

Prompt Pay Ordinance 
A set of rules that regulate the acceptable amount of time in which 
payments must be made to contractors and subs. 

Request for Proposals (RFP) 
Document that solicits proposal for construction services, often 
made through a bid process. 

Request for Qualifications 
(RFQ) 

Screening step to establish a pool of vendors that are qualified and 
eligible to submit responses to a request for proposals (RFP). 
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Project Background  

The existing National Western Complex and the surrounding buildings have served Denver 
in a multitude of capacities and is most commonly known for hosting the annual National 
Western Stock Show (Stock Show).  The National Western Stock Show (NWSS) was 
established in 1905 and is one of the largest livestock, rodeo and horse shows in the nation. 
According to the National Western Stock Show’s website, about 700,000 people attended 
in 2019 and the current economic impact of the annual stock show on the Denver economy 
is $115 million for all events and over $6 million in local and state tax revenues.   
 
Around 2011, the Stock Show had grown to be larger than the facilities could hold and 
there was a high level of dissatisfaction among users due to the poor state of the aging 
facilities.  Over the next few years a feasibility study was conducted to evaluate the future 
needs and location.  Preliminary recommendations from the study were used as a guide in 
the formation of the 2015 Master Plan and included evaluating the strategic opportunity to 
be a national competitor for large horse shows and other multi-use, year-round event 
opportunities. 
 
Under a Memorandum of Understanding signed in 2013 the founding partners, City and 
County of Denver, Western Stock Show Association, Colorado State University, Denver 
Museum of Nature and Science and History Colorado engaged in the planning efforts to 
develop the master plan. Included in the process was the National Western Citizens 
Advisory Committee (CAC) consisting of residents, business representatives and property 
owners from the Globeville, Elyria and Swansea neighborhoods, non-profits serving the 
adjacent neighborhoods and other interested stakeholders. The CAC was instrumental in 
creating the new vision for the future National Western Center. 
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Site Plan 
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Project Timeline and Funding 

In the fall of 2015, a proposed measure was put forth to the voters to support the update to 
NWC.  Denver voters approved to increase Denver’s debt by no more than $778 million to 
finance the NWC project and make enhancements to the separate Colorado Convention 
Center exhibit and meeting spaces (including financing costs).  The measure also included 
indefinitely extending an existing 1.75% increase in Denver tourism taxes (tax on lodging 
and auto rentals) that was originally approved by voters in 1999 but set to expire in 2023 
to repay the $778 million.  Additionally, in 2015, the city was awarded $121.5 million over 
36 years, from the State of Colorado Office of Economic Development and International 
Trade specifically for the purpose of tourism elements at the site. 
 
The National Western Center Master Plan was adopted by the Denver City Council in 2015 
and outlined eight phases for the completion of the campus. 
 

 Phase 1: Neighborhood Connectivity, River Edge Access and Stockyards 
 Phase 2: Livestock Center and Equestrian Center 
 Phase 3: Stadium Arena Restoration and Market 
 Phase 4: Trade Show/Exposition Hall 
 Phase 5: New Arena 
 Phase 6: CSU Center and Colorado Commons 
 Phase 7: River Frontage/National Western Drive Completion 
 Phase 8: Denver Coliseum Redevelopment 

 
Phases 1 and 2 were originally anticipated to take 10 years and cost $865 million but based 
upon the placemaking efforts and revised site plan these were revised to 7 years and $765 
million.   Construction on Phases 1 and 2 is currently proceeding.  The city is looking for 
funding and delivery options to complete the remainder of the campus called the Triangle.   
Phases 3-8 are currently budgeted at approximately $528 million. 
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Phases 1 and 2 of the campus redevelopment is anticipated to be complete in 2024.  



Timothy M. O’Brien, CPAPage i
Denver Auditor

AGENCY RESPONSE TO ASSESSMENT RECOMMENDATIONS
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September 2, 2020 
 
Auditor Timothy M. O’Brien, CPA 
Office of the Auditor 
City and County of Denver 
201 West Colfax Avenue, Dept. 705 
Denver, Colorado 80202 
 

Dear Mr. O’Brien, 

The Office of the Auditor tasked BKD, LLP to conduct an assessment of the National Western Center Hensel 
Phelps Construction Contract. 

This memorandum provides a written response for each reportable condition noted in the Auditor’s Report final 
draft that was sent to us on August 12, 2020. This response complies with Section 20-276 (c) of the Denver 
Revised Municipal Code (D.R.M.C.). 

 

RECOMMENDATION 1 

BKD recommends that NWC implements a review process that would incorporate subcontractor support from 
a financial perspective. This could include, obtaining a sample of invoices supporting charges made within the 
Contractor’s monthly payment applications that would allow for a more thorough review of subcontractor 
payment applications and decrease the risk of unallowed costs being paid for by the city. 

Agree or Disagree with 
Recommendation 

Target date to complete 
implementation activities 

(Generally expected within 
60 to 90 days) 

Name and phone number of specific point 
of contact for implementation 

Agree 12/17/20 Stephanie Reed 720.913.8818 
 

Narrative for Recommendation 1 

NWC will implement a review process that incorporates subcontractor support from a financial perspective for 
each applicable construction contract work order type and its associated payment application line items.    
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RECOMMENDATION 2 

To comply with the Prompt Pay Ordinance at the city, NWC and the contractor should calculate and pay 
interest for the late payment that was identified during this assessment. Additionally, NWC should implement 
a process to assess that all payments to subcontractors were paid in accordance with the prompt payment 
ordinance. NWC should document any instances of late payments and the resolutions. 

Agree or Disagree with 
Recommendation 

Target date to complete 
implementation activities 

(Generally expected within 
60 to 90 days) 

Name and phone number of specific point 
of contact for implementation 

Agree 12/17/20 Stephanie Reed 720.913.8818  
 

Narrative for Recommendation 2 

NWC and the contractor will review and calculate the amount of interest for the late payment that was 
identified during the assessment, and manage disposition to resolution.   NWC will implement a process to 
assess that all payments to subcontractors were paid in accordance with the prompt payment ordinance. NWC 
will identify and document other instances of late payments and the resolutions.  

 

RECOMMENDATION 3 

The NWC and the City Attorney’s office should enhance the existing clause to include the Contractor and 
other vendors. Over the course of construction projects, conflicts of interest may arise for all parties involved. 
The Contractor may work closely or have a partial ownership agreement with a subcontractor that bids on a 
scope of work. The architect may have a relative that works for a General Contractor that is bidding on the 
work. These related party and similar types of relationships should be disclosed when they arise. It is 
important to note that just because a conflict of interest may arise that should not automatically exclude an 
individual or firm from participating. Appropriate competition and quality of work may be impaired if a firm or 
individual are excluded, however it is important to be disclosed. It is important for the clause to be in line with 
any potential conflict of interest or related party policy or law. 

Agree or Disagree with 
Recommendation 

Target date to complete 
implementation activities 

(Generally expected within 
60 to 90 days) 

Name and phone number of specific point 
of contact for implementation 

Agree 11/17/20 Stephanie Reed 720.913.8818  
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Narrative for Recommendation 3 

NWC will meet and review this recommendation with the City Attorney’s Office (CAO) for their consideration as 
contractual language is stewarded and provided by the CAO for all City and County of Denver contracts, 
including NWC.     

Please contact Brad Dodson, NWCO Deputy Director, at 720.913.5522 with any questions. 

 

Sincerely, 

 

 

Tykus Holloway 
Executive Director 
Mayor’s Office of the National Western Center 
 

 

cc: Valerie Walling, CPA, Deputy Auditor 
 Dawn Wiseman, CRMA, Audit Director  

Sonia Montano, CGAP, CRMA, Audit Supervisor 
Patrick Schafer, CPA, CFE, CIA, MBA, Audit Supervisor 
Brad Dodson, Deputy Director, Mayor’s Office of the National Western Center 
Stephanie Reed, Program Director, Mayor’s Office of the National Western Center 
 

 
 
 
 
  
  
 



Office of the Auditor

The Auditor of the City and County of Denver is independently elected by the citizens of Denver. 
He is responsible for examining and evaluating the operations of City agencies and contractors 
for the purpose of ensuring the proper and efficient use of City resources. He also provides other 
audit services and information to City Council, the Mayor, and the public to improve all aspects of 
Denver’s government. 

The Audit Committee is chaired by the Auditor and consists of seven members. The Audit Committee 
assists the Auditor in his oversight responsibilities regarding the integrity of the City’s finances 
and operations, including the reliability of the City’s financial statements. The Audit Committee 
is structured in a manner that ensures the independent oversight of City operations, thereby 
enhancing citizen confidence and avoiding any appearance of a conflict of interest.

201 West Colfax Avenue, #705

Denver CO, 80202

(720) 913-5000  ♦  Fax (720) 913-5253

www.denverauditor.org

Our Mission

We deliver independent, transparent, and professional oversight in order to safeguard and improve 
the public’s investment in the City of Denver. Our work is performed on behalf of everyone who cares 
about the City, including its residents, workers, and decision-makers.

https://www.denverauditor.org/
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