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The capital construction oversight challenge facing construction audit

Inside the Payment Engine: validating pay applications at full-population scale

Inside the Contract Engine: reading GMP, change order, and fee provisions

Where auditor judgment still leads: the human-in-the-loop model

Integrating intelligent audit technology into your existing program

Guided discussion: responsible Al adoption in internal audit
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LEARNING OBJECTIVES

By the End of This Session, You Will Be Able To

DESCRIBE

how intelligent payment engines
validate construction payment

applications against schedules of
values, prior billings, and budget
controls to identify financial risk.
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&

IDENTIFY

key contract provisions that contract
engines analyze to detect compliance
issues and potential overpaymentsin
healthcare capital construction
projects.
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EVALUATE

how intelligent audit technology can
be integrated into existing healthcare
internal audit processes to improve
efficiency, governance, and financial
transparency.



WHY THIS MATTERS NOW

Capital Construction Is Accelerating — and Getting Harder to Audit

$2.2T 90%

Nonresidential construction starts through Total U.S. construction spending forecast for of construction projects finish over budget
May 2026 — up 18% year over year 2026 — by an average of 28%

More pay applications. More change orders. More dollars moving through every draw cycle — with the same audit
headcount reviewing them.

Source: ConstructConnect via HFMA FastFinance; BSA Design 2026 Hospital Construction Cost Report.
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Question 1: How is your organization currently using
Al in the audit function?

A. Actively piloting or deploying purpose-built Al tools in audit workflows.
B. Exploring options but nothing in production yet.
C. Discussed at leadership level but no formal initiative.

D. Not on our radar right now.
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THE CURRENT STATE

Where Traditional Payment Review Falls Short

Sampling, not full population Time lag to detection

Statistical sampling of pay applications means outlier Review often happens after funds have already been
draws can pass through unreviewed. disbursed on the draw in question.

Disconnected source data Interpretation by memory

SQV, prior billing ledgers, and budget trackers live across Contract term interpretation depends on the institutional
spreadsheets that don't talk to each other. knowledge of a few senior reviewers.
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WHY PURPOSE-BUILT Al

Contractors Are Already Using Al Is Your Review Keeping Up?

If a contractor's pay application narrative or change order justification was drafted with generative Al, our audit needs purpose-built tools in its
own arsenal to review it - not a generic chatbot in a browser tab.

p
‘ Generic Al Chatbot Purpose-Built Audit Al
Great for drafting. Not built to validate. Built to check the work, not just write it.
e Limited to what you paste in, one document at a time e Analyzes the actual SOV, contract, and full billing history
e  No structured access to your SOV, contract, or billing data e  Cross-references every draw against structured data
e (Can't cross-check draw 14 against draws 1-13 on its own Sl
e No citation back to the contract clause behind an answer 2 B BE SO SISO S S CE T
e HITL gate and full audit trail built into the architecture
.
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THE APPROACH

An Al-Native Audit Layer - Not a Replacement for Auditors

e Payment Engine 4 @

Validates draws against SOV, prior Human-in-the-

Pay Applications billings & budget Loop

& Contract Documents Review Gate Audit Finding + Full

Audit Trail

SOV - G702/G703 - GMP @ Contract Engine Every flag is reviewed by a
contracts - change orders - named auditor before it
billing history becomes a finding.

Interprets GMP, change order & fee
provisions for risk
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Apps Are the Pickup Truck. The Platform Is the Semi.

b

The pickup truck for a single job The semi that carries the full load

e Single-purpose and ready in minutes - nothing to Orchestrates all 31 modules across a full capital

stand up program

e Built for a spot-check, a targeted test, or a one-off e Every draw, every contract, every HITL gate - end to
review end

e Straightforward enough to hand an auditor with no e  Built for programs running at portfolio scale, not one
setup project

e What we are demoing live today e Adifferent conversation from what's on stage today
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INSIDE THE PLATFORM

Nine Purpose-Built Apps Behind the Engines

@ Payment Engine @ Contract Engine

@ Workflow & Reporting

@® Llive demo today

e p
© .
Change Order Alignment Review
Traces change orders back to contract scope and budget.

\ J

*Estimated walkthrough time.

~3 min*

Contract Abstract

Pulls key terms, milestones, and obligations into a structured
summary.

~4 min*

Audit Test Scripts (Construction) Generator

Generates tailored construction audit test procedures from scope
inputs.
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¥ Good afternoon

PDF | i PDF

Perform a change order audit on this contract and change order and outline observations
and give me workpapers

+  Chat Cowork Opus 4.8 Medium v @
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REAL-WORLD SCENARIO - LIVE APP: CHANGE ORDER ALIGNMENT REVIEW

Flagging a Change Order Outside Approved Scope

1 2 3 4

Change Order #7 ] )
g. App parses the CO Scope gap flagged Auditor reviews
submitted B B B
Cross-references scope No matching owner-approved e th c "
onfirms the work wasn
Contractor requests $210K for language against contract scope category or db q
covere an approve
added electrical scope exhibits and prior approved authorization on file for the Y PP

bulletin or directive
COs added work

lllustrative composite scenario built from common healthcare capital construction audit patterns; not a specific client engagement.
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Disposition logged

CO returned for proper
authorization before payment;
audit trail preserved
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INSIDE THE PAYMENT ENGINE - LEARNING OBJECTIVE 1

Validating Every Draw Against What Came Before

Schedule of Values (SOV) Confirms billed percentages tie to approved cost codes and flags front-loading beyond the
contract's allowed schedule.

Prior Billings Cross-checks the current application against the full billing history to catch duplicate, re-billed, or

re-sequenced line items.

Budget Controls Flags cumulative billing that approaches or exceeds line-item and total contract budget thresholds
before payment goes out.

Retainage & Stored Materials Verifies retainage math and confirms stored materials are insured, on-site, or properly bonded per
contract terms.
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INSIDE THE CONTRACT ENGINE - LEARNING OBJECTIVE 2

Reading the Contract the Way an Experienced Auditor Would

GMP & Contingency Terms

Change Order Thresholds

CM Fee & General Conditions

Allowable Cost Exclusions

© 06 00
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Tracks contingency draw-down against approved use categories and the remaining unspent

balance.

Flags change orders issued at or above owner approval thresholds without documented

authorization on file.

Recalculates fee percentages and staffing caps against the negotiated contract terms, draw by

draw.

Cross-references billed costs against contract-excluded categories, such as home office overhead

or markups on self-performed work.
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The Engine Flags. The Auditor Decides.

o)
N
e  Extracts data from pay apps, SOVs, and contracts at e  Materiality judgment on what warrants escalation
speed : : :
e Interpreting ambiguous or negotiated contract
e (Calculates fee bases, retainage, and budget variances language
e Cross-references every draw against full billing e Relationship and negotiation context with the CM
history and owner
e Surfaces anomalies with source citations, at full e Final disposition, sign-off, and professional skepticism
population scale on root cause
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THE REVIEW WORKFLOW

How a Flag Becomes an Audit Finding

© 0 ©

Extract Validate Flag Review Disposition

) . ) ) Auditor examines the flag and ) o
Pay app, SOV, and contract data Cross-checked against prior billings, Anomalies surfaced with source ] Confirmed, dismissed, or escalated
o ) source documents, applies ) )
parsed and structured budget, and contract terms citations and supporting context ud ; — full audit trail preserved
judgmen

Every step retains a full audit trail — what was flagged, why, and who made the final call.
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PUTTING IT TO WORK

Planning

Risk-based scoping using a full-

population anomaly scan

Prior findings inform which contract

provisions to prioritize

Audit hours redirected from data

assembly to risk judgment
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LEARNING OBJECTIVE 3

Where This Fits in the Audit Lifecycle

Fieldwork

Continuous validation across every

draw cycle, not a point-in-time sample

Auditors review flags and source

documents, not raw spreadsheets

HITL disposition logged as fieldwork

progresses

Classified as Confidential

Reporting

Audit trail and source citations are built

in, ready for workpapers

Findings documented with the same

rigor as a manual review

Faster turnaround from fieldwork close

to reportable findings
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GOVERNANCE

Built for an Audit Trail, Not Just a Dashboard

Explainability Data Security
Every flag cites the source document, calculation, and Encrypted storage and role-based access; client documents
contract clause behind it — nothing is a black box. are never used to train external models.
Human Sign-Off Defensible Documentation
No finding is issued without a named reviewer's HITL decisions are logged for QA, peer review, and audit
documented disposition. committee reporting.
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Question 2: Have you used any purpose

Which of these best describes how your team has used Al in audit work today?
A. We have not yet used Al in an audit workflow.

B. We have used general-purpose Al — ChatGPT, Copilot, Claude, etc. — for things like summarizing, drafting,
research, or analysis.

C. We have used a purpose-built Al tool that extracts or tests audit information with source traceability,
confidence/validation controls, and human review.
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GUIDED DISCUSSION

What Kkind of Al is appropriate for what Kind of audit work?

Where is generic Al appropriate — and where does audit work require a purpose-built tool?

What would an Al system need to show before you would rely on its output?

When does an Al output become audit evidence rather than simply an Al-generated response?

What governance should separate Al assistance from Al-supported audit conclusions?
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Three Things to Bring Back

Payment engines validate every draw against SOV, prior billings, and budget — in full population, not a

sample.

Contract engines read GMP, change order, fee, and allowable-cost provisions to catch compliance gaps

before payment goes out.

The auditor's judgment doesn't shrink — it moves from data assembly to decision-making, with a human-in-

the-loop gate at every step.
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THANK YOU

Let's Continue the Conversation

Fort Hill LogiX | Fort Hill Associates, LLC

Find us after the session to see the Payment Engine and Contract Engine in action.
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