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Executive Summary

Objective

To evaluate the completeness and timeliness of interim and final contractor evaluations and
accuracy of final evaluation scores used for internal reporting.

Overall Engagement Assessment - ‘ X

Priority 1 Priority 2  Priority 3  Priority 4
Control mechanisms are not designed or operating to optimize program efficiency and effectiveness.
Programmatic improvements can be achieved by addressing control deficiencies identified.
Improvements to address deficiencies include redesign, execution, and performance measurement.

Summary Results
Management concurs with the below findings and prepared management action plans to address
deficiencies.

Finding 1: Completion and Monitoring of Evaluations
Control X Operating
Design Effectiveness
Interim and final evaluations were not always completed by the districts, as required. In addition, audits

performed by employees within the districts and Construction Division (CST) did not identify discrepancies

within some of the evaluations completed.

X Division | Construction Division (CST) Construction Section | District Yes

Interim Evaluations
= 443 of 497 (89%) interim evaluations that are required could not be provided by the districts.
= 14 of 54 (26%) interim evaluations obtained did not have score comments/justification.

Final Evaluations
= 13 of 745 (2%) final evaluations that are required could not be provided by the districts.
= 96 of 732 (13%) final evaluations did not have all score comments/justification.

Monitoring
=  Monitoring is limited for interim and final evaluations by the districts and CST.

(Impact): Without the completion of interim and final evaluations, poor performing contractors could be
allowed to continue to bid on new contracts and/or timing delays could occur during projects and lead to
quality and/or safety issues on the roadways.

Finding 2: Timeliness of Evaluation Completion
Control X Operating
Design Effectiveness
Interim and final contractor evaluations were not completed within the required timeframe (i.e., on or within

30 days after contract anniversary date (interim), within 60 days after contract completion (final)).

X Division | CST - Construction Section District Yes

Interim Evaluations
= 44 of 54 (81%) interim evaluations were completed before or after the expected timeframe.

Final Evaluations
= 277 of 732 (38%) final evaluations were completed before or after the expected timeframe.

(Impact): Untimely completion of interim and final evaluations does not allow for early identification and
remediation of issues, which could go unnoticed and allow poor performing contractors to continue to bid on
new contracts. Evaluations completed too early will also not allow all performance to be adequately
considered for scoring purposes.
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Finding 3: Approval of Evaluations

Control X Operating
Design Effectiveness

Interim and final contractor evaluations did not include the Area Engineer (AE) and/or District Engineer (DE)

approval as required for a minor portion of evaluations tested.

Interim Evaluations

= 4 of 54 (7%) interim evaluations did not have Area Engineer (AE) or Director of Construction (DOC)
approval.

X Division | CST - Construction Section District Yes

Final Evaluations
= 67 of 732 (9%) final evaluations did not have AE or DOC approval.
= 19 of 732 (3%) final evaluations did not have DE approval.

(Impact): When the AE and/or DE are not involved in the evaluation approval process as required by the
Texas Administrative Code (TAC), required and timely escalation of performance may go unnoticed. In
addition, delays in escalation could raise concerns over the integrity and transparency of the evaluation
process.

Finding 4: Retention Security of Evaluations

Control X Operating
Design Effectiveness

Retention security procedures for interim and final contractor evaluations are not fully established or always

followed by all districts and the CST.

= 45 of 732 (6%) final evaluations were provided through copies to the audit team upon on-site visit arrival
at the district.

= 5 0of 732 (<1%) final evaluations were not available but recreated for the purpose of the audit.

X Division | CST - Construction Section District Yes

(Impact): Variation in the enforcement of security procedures for interim and final evaluations could subject
TxDOT to contractor disputes if contractors protest inconsistencies or incomplete application of TxDOT policy
and TAC. In addition, use of hard copies could increase the likelihood of unauthorized or accidental
disclosure.

Control Environment

CST - Construction Section is responsible for the oversight of construction contractor evaluations
and reviews. District AEs are responsible for day-to-day oversight of construction projects to include
prime contractor evaluation (interim and final) using the contractor evaluation form (form 2707).

The 2707 documents whether the contractor’s performance meets TxDOT quality, safety, and
timeliness requirements. Between March 2021 and March 2023, a total of 745 construction
contracts were completed with a total of $1.94B paid to contractors.

Although DE approval is required for all final evaluations completed to confirm acceptance of all
scores, interim evaluations do not require DE approval. Interim evaluations are required to be
approved by District AEs. The final evaluation score is required to be entered into the construction
and maintenance contract management system (SM) before a final estimate (i.e., contractor final
payment by TxDOT) can be generated.

Districts are responsible for auditing final evaluations for completeness using the 2707 Review
Checklist (Form 2707-R). In addition to the district audits, the CST - Construction Section audits 10%
of completed final evaluations quarterly. Audits are not required by CST or the districts for interim
evaluations.

The projects selected by CST for quarterly audits is based on final scoring with evaluations having
lower and higher scoring judgmentally selected. CST performs the quarterly audit based only on final
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evaluation scores to determine whether a contractor’s performance meets TxDOT'’s requirements,
and the contractor’s interim evaluation scores are not considered.

As there is an elevated level of concern with non-approved disclosure of contractor evaluation scores
and justification, contractor evaluation forms and supporting documentation must be stored in its
original paper form, separate from project files and labeled in a “Do Not Disclose” folder. In addition,
electronic copies of the completed form are not allowed, including scanned copies, photographs,
copies on an external device, or electronically sighed copies.

Background

The contractor evaluation process was implemented in response to the 2017 Sunset Advisory
Commission Report which identified that TxDOT did not have standard and effective process to
address poor performance by construction contractors.

The Texas Administrative Code (TAC) §9.23 requires the agency to perform and document interim
(for multi-year projects) and final evaluations (upon completion of project work) of prime contractor
performance on low-bid highway improvement contracts. Interim evaluations are required to be
performed within 30 days of the contract anniversary date, which is the notice to proceed date. An
interim evaluation can be performed as necessary to formalize communication of performance
issues, and the DE and contractor will work to establish a Project Recovery Plan, if needed. Final
evaluations are required to be performed prior to final payment to the contractor.

Contractor performance is evaluated based on three categories: quality, safety, and timeliness.
Rating scale of those categories are 1 - Does Not Meet Expectations, 2 - Acceptable, 3 - Exceeds
Expectations, and Not Applicable. As of January 1, 2023, supporting comments/justification were
required to be documented for all ratings given on the evaluation form to include Not Applicable
ratings. Prior to January 1, 2023, only scores of 1, 3, and Not Appliable required supporting
comments/justification.

Prime contractors whose performance does not meet TxDOT’s standards for quality, safety,

and timeliness are referred to the Performance Review Committee (PRC) for consideration and
recommendation of further remedial action, including the possibility of reduced bidding capacity.
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Detailed Audit Report

Scope and Methodology

The audit was conducted using an agile approach during the period from May 22, 2023 to July 11,
2023. Testing focused on the completion and timeliness of interim and final contractor evaluations
and accuracy of final evaluation scores for 745 construction contracts completed within all 25
districts between the period of March 1, 2021 to March 31, 2023.

Scope Area 1. Final Evaluations

Determined if final construction contractor evaluation forms are completed as required, evaluated the
timeliness of completion, and verified the accuracy of final evaluation scores entered in the construction
and maintenance contract management system (SM) using a methodology that included:

Reviewed state and TxDOT criteria regarding final evaluations including The Texas Administrative Code
(TAC) §9.23, and the Prime Contractor Performance Evaluations Manual.
Conducted interviews with key personnel involved with final evaluation completion and monitoring to
include the Construction Division (CST) Construction Section Director and Management Analyst, district
Directors of Construction, Area Engineers (AE), and Construction Records Auditors.
Assessed the reliability of district construction project data through review and comparison of SM
reporting to determine if data was reliable for the purposes of determining the population of completed
contracts.
Conducted on-site visits for all 25 districts to collect final evaluations forms for the 745 construction
contracts completed between March 2021 - March 2023.
Completed final evaluation forms and supporting documentation were reviewed to verify:

- required District Engineer (DE) and AE or Director of Construction (DOC) approval.

- inclusion of evaluation score comments/justification (as required at time of the evaluation).

— accuracy of final scores on the evaluation form and within SM.

- timeliness for the completion of final evaluations.

- audit review process completed by districts and CST were effective in identifying issues.
Verified the accuracy of the final evaluation scores within the April 2023 Performance Review
Committee (PRC) quarterly reporting through comparison to SM construction project data.

Scope Area 2: Interim Evaluations

Determined if interim construction contractor evaluation forms are completed as required and evaluated the
timeliness of completion using methodology that included:

Reviewed state and TxDOT criteria regarding interim evaluations including TAC and the Prime Contractor
Performance Evaluations Manual.
Conducted interviews with key personnel involved with interim evaluation completion and monitoring to
include the CST Construction Section Director and Management Analyst, district DOCs, AEs, and
Construction Records Auditors.
Conducted on-site visits for all 25 districts to collect interim evaluations forms for the 434 multi-year
construction contracts completed between March 2021 - March 2023.
Completed interim evaluation forms and supporting documentation were reviewed to verify:

- required AE or DOC approval.

- inclusion of evaluation score comments/justification (as required at time of the evaluation).

- timeliness for the completion of interim evaluations.

- audit review process completed by districts was effective in identifying issues.
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] Detailed Audit Findings and Management Action Plans (MAPSs) \

Finding No. 1: Completion and Monitoring of Evaluations

Condition

Interim and final evaluations were not always completed by the districts, as required. In addition,
audits performed by employees within the districts and Construction Division (CST) did not identify
discrepancies within some of the evaluations completed.

Effect/Potential Impact

Without the completion of interim and final evaluations, poor performing contractors could be
allowed to continue to bid on new contracts and/or timing delays could occur during projects and
lead to quality and/or safety issues on the roadways.

In addition, variations in the enforcement and completion of interim and final evaluations for
contractors can subject TxDOT to contractor disputes if contractors protest inconsistencies or
incomplete application of TxXDOT policy and Texas Administrative Code (TAC).

Criteria

TAC Title 43, Chapter 9, Subchapter B, §9.23 requires the district engineer of the district to evaluate
the contractor’s performance under the contract. Interim evaluations shall be performed as
necessary and on each anniversary date of the contract if the project extends longer than a year.

The Prime Contractor Performance Evaluations Manual (January 2023) Chapter 2, Section 3 states
documentation will be required to justify all ratings, including Not Applicable, for all criteria. Chapter
2 Section 8 states the district must audit every final evaluation to ensure Form 2707 is completed
correctly, and issues identified during the audit process should be immediately addressed,
additionally CST will audit 10% of final evaluations completed on construction contracts each
quarter.

TxDOT’s Special Provision 000-659 (Notice of Contractor Performance) Article 3 states interim
evaluations are completed at or within 30 days after the anniversary of the notice to proceed for
contracts extending beyond one year and final evaluations upon project closeout.

Cause
There is no established tracking or monitoring process for interim evaluation due dates.

District personnel were unaware interim evaluations must be completed for multi-year projects
regardless of completion date, and score comment/justification are required for Not Applicable (N/A)
scores given. Although an expectation by CST, the Prime Contractor Performance Evaluations Manual
does not include the requirement that audits be performed for interim evaluations. Employees
performing the district evaluation audits did not always identify or ensure remediation of
discrepancies.

The audits performed by districts (interim/final) and CST (final) did not identify on the form when
score comments/justifications were being appropriately completed, including Not Applicable. In

addition, audits performed by CST do not include a review of the district’s audit Form 2707-R to

verify the audits were identifying and remediating discrepancies.

Evidence

Interim Evaluations

A review to evaluate completion of the interim evaluation was performed for the 434 multi-year
construction contracts completed by all 25 districts between March 2021 - March 2023. For the
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multi-year contracts, a total of 497 interim evaluations were required to be completed (per their work
begin date).
Completion
= 443 of 497 (89%) interim evaluations that are required could not be provided by the
districts.

Justification:

Of the 54 interim evaluation forms that were provided for review, testing was performed to verify
completion of comments or justification for scores given, as required by policy at time of the
evaluation.

= 14 of 54 (26%) interim evaluations did not have score comments/justification.

District Monitoring:

Of the 14 interim evaluation forms with no score justification provided, testing was

performed to determine if a district audit of the evaluation (Form 2707) was performed.

= 11 of 14 (79%) interim evaluations did not have a district audit performed.

= 3 of 14 (21%) interim evaluations had a district audit performed; however, the issues
were not identified or were identified and not addressed.

CST Monitoring:
= No monitoring of interim evaluations is performed by CST.

Final Evaluations
A review to evaluate completion of the final evaluation was performed for the 745 construction
contracts completed by all 25 districts between March 2021 - March 2023.

Completion
= 13 of 745 (2%) final evaluations could not be provided by the districts.

Justification

For 732 evaluations that were provided for review, testing was performed to verify justification
was included to support scoring, as required by policy at time of the evaluation.

= 96 of 732 (13%) final evaluations did not have all score comments/justification.

District Monitoring

Of the 96 final evaluation forms with no score justification provided, testing was performed

to verify completion of a district audit of the evaluation (Form 2707).

= 39 of 96 (41%) final evaluations did not have a district audit performed.

= 57 of 96 (59%) final evaluations had a district audit performed; however, the incomplete
justification issues were not identified or were identified and not addressed.

CST Monitorin
For the 96 final evaluation forms with no score justification provided, CST audits were

completed for three (i.e., part of CST’'s 10% selection). Testing was performed to evaluate the

effectiveness of the CST audit.

= 3 of 3(100%) CST audits performed did not identify missing score justification or was
identified and not addressed.

Management Action Plans (MAPs):

MAP 1.1 [ Completion Date: October 15, 2023 | Division: | Yes | District:| No
The Construction Division (CST) will discuss the audit finding and reinforce the existing contractor evaluation
completion requirements at the September 2023 Director of Construction (DOC) meeting.

MAP Owner: | Carlos Rodriguez, P.E., Construction Section Director, CST
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MAP 1.2 | Completion Date: November 15, 2023 | Division: | No | District: | Yes
Upon communication by the Construction Division (MAP 1.1), the District Director of Construction will
communicate the audit finding and reinforce existing contractor evaluation completion requirements to
applicable district personnel involved in the contractor evaluation process (i.e., Area Engineer, project
manager, recordkeeper, records auditor, etc.).

MAP Owners: | District Director of Construction

MAP 1.3 | Completion Date: January 15, 2024 | Division: | Yes |[District:| No
The Construction Division (CST) will update:
= the Prime Contractor Performance Evaluations Manual to clarify that districts are responsible for the
tracking and monitoring of interim evaluation due dates and completion.
=  Form 2707-R to include verification that score justification has been filled out for all criteria, including
where not applicable (N/A) is selected on the evaluation form.
=  Form 2707-R to include verification that the district audit was completed.

CST will communicate the updates made to the Prime Contractor Performance Evaluations Manual and Form
2707-R to the district Director of Construction for implementation.
MAP Owner: | Carlos Rodriguez, P.E., Construction Section Director, CST

MAP 1.4 [ Completion Date: February 15, 2024 | Division: | No | District: | Yes

The District Records Auditor within the District Construction Office will:

= track and monitor interim and final evaluations to ensure completion.

= perform final evaluation audits as outlined in Form 2707-R to include verification that justification
comments for each criteria, including for criteria that was noted as not applicable (N/A) was completed,
and that issues identified in the audit are immediately addressed as outlined in the Prime Contractor
Performance Evaluations Manual.

MAP Owners: | District Director of Construction
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Finding No. 2: Timeliness of Evaluation Completion

Condition

Interim and final contractor evaluations were not completed within the required due date timeframe
(i.e., on or within 30 days after contract anniversary date (interim), within 60 days after contract
completion (final)).

Effect/Potential Impact

Untimely completion of interim and final evaluations does not allow for early identification and
remediation of issues, which could go unnoticed and allow poor performing contractors to continue
to bid on new contracts. Evaluations completed too early will also not allow all performance to be
adequately considered for scoring purposes.

Criteria

The Texas Administrative Code (TAC) Title 43, Chapter 9, Subchapter B, §9.23 states that interim
evaluations shall be performed as necessary and on each anniversary date of the contract if the
project extends longer than a year.

The Prime Contractor Performance Evaluations Manual (January 2023) Chapter 2, Section 1 states
interim evaluations are required to be completed annually (on or within 30 days after the contract
anniversary) for multi-year projects or as necessary to formalize performance issues, and final
evaluations at contract completion.

TxDOT’s Special Provision 000-659 (Notice of Contractor Performance) Article 3 states interim
evaluations are completed at or within 30 days after the anniversary of the notice to proceeded for
contracts extending beyond one year and final evaluations upon project closeout.

Cause

The CST expectations for completion of interim evaluation audits and anniversary date of the
contract have not been incorporated into the Prime Contractor Performance Evaluations Manual.
There is also variation in the interpretation of anniversary and project completion date by the
districts; as well as, there is no monitoring for the timely completion of interim and final evaluations.

Evidence
Interim Evaluations
A review to evaluate timeliness (on or within 30 days after contract anniversary) was performed for
the 434 multi-year construction contracts completed by all 25 districts between March 2021 -
March 2023. For the multi-year contracts, a total of 54 interim evaluations were obtained for testing.
= 44 of 54 (81%) interim evaluations were completed before or after the expected timeframe.

- Completion ranged from -235 to 353 days after the notice to proceed anniversary date.

(See Table 1)

Table 1
Completed By or Prior to Timeframe # Evaluations Completed After Timeframe # Evaluations
Within Required Timeframe 10 1 - 3 Months Past Due 17
< 30 days prior 8 3 - 6 Months Past Due 6
1 - 3 Months Prior 3 6 - 9 Months Past Due 1
3 - 6 Months Prior 2 9 - 12 Months Past Due 3
6 - 9 Months Prior 4
Source: April 2023 SM data and evaluations completed March 2021 to 2023.
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Final Evaluations
A review to evaluate timeliness (from work accepted date and final evaluation contractor meeting
date) was performed for the 745 construction contracts completed by all 25 districts between March
2021 - March 2023. A total of 732 evaluations were obtained for testing.
= 277 of 732 (38%) final evaluations were completed before or after the expected timeframe.

- Completion ranged from -410 to 418 days after work accepted date. (See Table 2)

Table 2

Completed By or Prior to Timeframe # Evaluations Completed After Timeframe # Evaluations

Within Required Timeframe 455 1 - 3 Months Past Due 43
< 30 Days Prior 127 3 - 6 Months Past Due 20
1 - 3 Months Prior 52 6 - 9 Months Past Due 4
3 - 6 Months Prior 16 >1 Year 3
6 - 9 Months Prior 4
9 - 12 Months Prior 7
>1 Year Prior 1

Source: April 2023 SM data and evaluations completed March 2021 to 2023.

Management Action Plans (MAPs):

MAP 2.1 [ Completion Date: October 15, 2023 | Division: | Yes | District:| No
The Construction Division (CST) will discuss the audit finding and reinforce existing contractor evaluation
completion timing requirements at the September 2023 Director of Construction (DOC) meeting.

MAP Owner: | Carlos Rodriguez, P.E., Construction Section Director, CST

MAP 2.2 | Completion Date: November 15, 2023 | Division: | No | District: | Yes
Upon communication by the Construction Division (MAP 2.1), the District Director of Construction will
communicate the audit finding and reinforce existing contractor evaluation completion timing requirements
to applicable district personnel involved in the contractor evaluation process (i.e., Area Engineer, project
manager, recordkeeper, records auditor, etc.).

MAP Owners: | District Director of Construction

MAP 2.3 | Completion Date: January 15, 2024 | Division: | Yes |[District:| No
The Construction Division (CST) will update the Prime Contractor Performance Evaluations Manual to clarify:
= the contract anniversary date is based on the Authorization to Begin Work date (i.e., the Notice to

Proceed date in the construction and maintenance contract management system) and interim
evaluations should not be performed more than 30 days prior to the Notice to Proceed anniversary date.
= the final evaluation should be completed within 60 days of project final acceptance.
the Area Engineer may use their professional judgement when the interim evaluation date (based on
contract Notice to Proceed anniversary date) is within 60 days of the work acceptance date.

CST will communicate the updates to the Prime Contractor Performance Evaluations Manual to the district
Director of Construction for implementation.
MAP Owner: | Carlos Rodriguez, P.E., Construction Section Director, CST

MAP 2.4 | Completion Date: February 15, 2024 | Division: | No | District: | Yes
The District Records Auditor within the District Construction Office will track and monitor interim and final
evaluations to ensure timely completion per the timing outlined in the Prime Contractor Performance
Evaluations Manual.

MAP Owners: | District Director of Construction
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Finding No. 3: Approval of Evaluations

Condition
Interim and final contractor evaluations did not include the Area Engineer (AE) and/or District
Engineer (DE) approval as required for a minor portion of evaluations tested.

Effect/Potential Impact

When the AE and/or DE are not involved in the evaluation approval process as required by the Texas
Administrative Code (TAC), required and timely escalation of performance may go unnoticed. In
addition, delays in escalation could raise concerns over the integrity and transparency of the
evaluation process.

Criteria
TAC Title 43, Chapter 9, Subchapter B, §9.23 states the district engineer shall approve any final
evaluation on the completion of the project.

The Prime Contractor Performance Evaluations Manual (January 2023) Chapter 2, Section 6 states
for final evaluations the AE will meet with the contractor to discuss the rating after obtaining DE
approval. The DE may sign Form 2707 before or after the meeting with the prime contractor.

The Contractor Evaluation Form (Form 2707) Instructions (Rev. 2/23) states that interim evaluations
must be signed by the Area Engineer or higher.

Cause

The CST expectations for AE or higher approval has not been incorporated into the Prime Contractor
Performance Evaluations Manual nor defined in Form 2707 instructions. CST expectations also do
not take into considerations that not all construction projects are overseen by an AE.

The evaluation Form 2707 Review Checklist (Form 2707-R) used by districts and CST does not
include verification for AE or higher signature/approval. There is no monitoring to ensure district
evaluation audits are completed and effective in verifying required approvals were obtained.

Evidence
Final Evaluations
A review to verify documented approval by the AE or higher (i.e., DOC) and DE was performed for the
745 construction contracts completed by all 25 districts between March 2021 - March 2023. A total
of 732 evaluations were obtained for testing.
= 67 of 732 (9%) final evaluations did not have AE or DOC approval.
= 19 of 732 (3%) final evaluations did not have DE approval.
- 17 of 19 (89%) final evaluations did not have a district audit performed on the project.
- 20f 19 (11%) had a district audit performed; however, this issue was not identified.

Interim Evaluations

A review to verify documented approval by the AE or higher (i.e., DOC) was performed for the 434
multi-year construction contracts completed by all 25 districts between March 2021 - March 2023.
A total of 54 interim evaluations were obtained for testing.

= 4 of 54 (7%) interim evaluations did not have AE or DOC approval.
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Management Action Plans (MAPs):

MAP 3.1 [ Completion Date: October 15, 2023 | Division: | Yes | District:| No
The Construction Division (CST) will discuss the audit finding and reinforce the existing contractor evaluation
approval requirements at the September 2023 Director of Construction (DOC) meeting.

MAP Owner: | Carlos Rodriguez, P.E., Construction Section Director, CST

MAP 3.2 | Completion Date: November 15, 2023 | Division: | No [ District: | Yes
Upon communication by the Construction Division (MAP 3.1), the District Director of Construction will
communicate the audit finding and reinforce the existing contractor evaluation approval requirements to
applicable personnel involved in the contractor evaluation process (i.e., Area Engineer, project manager,
recordkeeper, records auditor, etc.).

MAP Owners: | District Director of Construction

MAP 3.3 | Completion Date: January 15, 2024 | Division: | Yes | District:| No

The Construction Division (CST) will update:

= the Prime Contractor Performance Evaluations Manual to clearly define the signature authority for
construction contractor evaluations to be the Area Engineer (AE) or appropriate district director (i.e.,
Director of Construction for construction projects, Director of Operations or Director of Maintenance for
traffic projects).

= Form 2707 to define “(AE) or higher” as the appropriate district director and update the signature line
description.

= Form 2707-R to include review to verify approval by the appropriate Area Engineer/District Director and
District Engineer.

CST will communicate the updates to the Prime Contractor Performance Evaluations Manual and Forms
2707 and 2707-R to the district Director of Construction for implementation
MAP Owner: | Carlos Rodriguez, P.E., Construction Section Director, CST

MAP 3.4 [ Completion Date: February 15, 2024 | Division: | No | District: | Yes
The District Records Auditor within the District Construction Office will perform final evaluation audits as
outlined in Form 2707-R to include verification of:
= documented District Engineer, Area Engineer or appropriate District Director approval on Form 2707.
= signature discrepancies identified during final evaluation audits are immediately addressed as outlined

in the Prime Contractor Performance Evaluations Manual.
MAP Owners: | District Director of Construction
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Finding No. 4: Retention Security of Evaluations

Condition
Retention security procedures for interim and final contractor evaluations are not fully established or
always followed by all districts and the Construction Division (CST).

Effect/Potential Impact

Variation in the enforcement of security procedures for interim and final evaluations could subject
TxDOT to contractor disputes if contractors protest inconsistencies or incomplete application of
TxDOT policy and Texas Administrative Code (TAC). In addition, use of contractor evaluation form
hard copies could increase the likelihood of unauthorized or accidental disclosure.

Criteria

The Prime Contractor Performance Evaluations Manual (January 2023) Chapter 2, Section 6 states
that the contractor is entitled to a paper copy of their evaluation. Electronic copies of the completed
form are not allowed, included but not limited to scanned copies, photographs, copies saved on an

external device, or electronically signed copies.

Contractor Evaluation Form (Form 2707) (Rev. 2/23) includes a do not disclose statement which
states the contractor is entitled to receive a paper copy of this form. Users are also instructed not to
maintain or distribute electronic versions.

Cause

The Prime Contractor Performance Evaluations Manual does not include policy for hard copies of
evaluation forms. For audits performed by CST, districts are asked to provide copies of the final
evaluation and its supporting documentation for CST to utilize in the audit. In addition, district
personnel retaining the original evaluations were unaware of the evaluation form retention security
requirements.

Evidence

A review was performed to determine how CST obtained final evaluations from the districts for audit

procedures used between March 2021 - March 2023.

= Copies of the original evaluations were requested by and provided to CST via certified mail for
projects selected in the quarterly audit.

On-site visits were also performed for all 25 districts to collect original interim and final evaluations

forms for the 745 construction contracts completed between March 2021 - March 2023. For the

contracts requested, a total of 732 evaluations were obtained for testing.

= 45 of 732 (6%) final evaluation were provided through copies to the audit team upon on-site visit
arrival at the district.

= 5 of 732 (<1%) final evaluations were not available but recreated for the purpose of the audit.

Management Action Plans (MAPs):

MAP 4.1 | Completion Date: October 15, 2023 | Division: | Yes |[District:| No
The Construction Division (CST) will discuss the audit finding and reinforce the existing contractor evaluation
form security requirements at the September 2023 Director of Construction (DOC) meeting.

MAP Owner: | Carlos Rodriguez, P.E., Construction Section Director, CST
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MAP 4.2 | Completion Date: November 15, 2023 | Division: | No | District: | Yes
Upon communication by the Construction Division (MAP 4.1), the District Director of Construction should
communicate the audit finding and reinforce the existing contractor evaluation form security requirements to
applicable district personnel involved in the contractor evaluation process (i.e., Area Engineer, project
manager, recordkeeper, records auditor, etc.).

MAP Owners: | District Director of Construction

MAP 4.3 [ Completion Date: January 15, 2024 | Division: | Yes | District:| No
The Construction Division (CST) will update the Prime Contractor Performance Evaluations Manual to state
that CST will request hard copies of the final evaluation form and supporting documentation from the
districts selected as part of the 10% quarterly audit performed by CST.

CST will communicate the updates to the Prime Contractor Performance Evaluations Manual to the district
Director of Construction for implementation.
MAP Owners: | Carlos Rodriguez, P.E., Construction Section Director, CST

MAP 4.4 [ Completion Date: April 15, 2024 | Division: | Yes | District:| No
The Construction Division (CST) will create a taskforce with the Associated General Contractors of America
(AGC) to explore options for maintaining completed contractor evaluations (Form 2707) electronically.

MAP Owner: | Duane Milligan, P.E., Director, CST
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’ Observation and Recommendation \

Audit Observation (a): Accuracy of Evaluation Scoring

Contractor final evaluation overall scores are not always recorded accurately within the construction
and maintenance contract management system (SM) or internally reported to the Performance
Review Committee (PRC) for a de minimis number of contractor evaluations reviewed.

Effect/Potential Impact:

Inaccurate reporting or trending (based on reporting data) provided to the PRC could impact
business decisions made by the PRC.

Audit Recommendation:

Districts should use Form 2707 to calculate the final score. District evaluation audits should be
performed and follow audit checklist instructions. Data generated for the PRC quarterly report should
be compared to prior quarter reporting to ensure accuracy and no duplicate reporting.
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’ Summary Results Based on Enterprise Risk Management Framework \

The Internal Audit Division uses the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) Internal Control - Integrated Framework version 2013.

A defined set of control objectives was utilized to focus on reporting, operational, and compliance
goals for the identified scope areas. Our audit opinion is an assessment of the health of the overall
control environment based on (1) the effectiveness of the enterprise risk management activities
throughout the audit period and (2) the degree to which the defined control objectives were being
met. Our audit opinion is not a guarantee against reporting misstatement and reliability, operational
sub-optimization, or non-compliance, particularly in areas not included in the scope of this audit.

Audit Results Dashboard

Construction Contractor Performance Monitoring

Scope Areas Evaluated
Business Objectives (Reporting, Operational, Compliance) R, 0. C 0,C

ERM Component Control Activities Final Evaluations Interim Evaluations

Organizational Tone 4 1

Business Objective/Performance Measures

Control

Resource Capaci
Environment pacity

Forecasting/Budget

Training and Development

Risk Identification/Planning

Risk Assessment/Impact Analysis
Risk Response/Cost-Benefit Analysis

Risk Assessment

Business Continuity

Policies/Procedure Development & Maintenance 1,2, 3.4 1,2, 3
Review/Approvals 3 3
Supporting Evidence/Records Retention 1.4 1

Control Activities
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Safeguarding Assets

General IT Controls

Data/Information Classification

ot ormaton e

Data/Information Processing

Information &
Cor ication

Data/Information Output
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Evaluations/Inspections 1,2 1,2

Quality Control/Quality Assurance Reviews 1
Monitoring

Reconciliations

Management Assessments

Scope Area Assessment
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Construction Contractor Performance Monitoring TxDOT Internal Audit Division

] Closing Comments \

This report is prepared for the Texas Transportation Commission and for the Administration and
Management of TxDOT. The report presents the results of the Construction Contractor Performance
Monitoring audit which was conducted as part of the Fiscal Year (FY) 2023 Audit Plan.

We conducted this performance audit in accordance with Generally Accepted Government Auditing
Standards and in conformance with the International Standards for the Professional Practice of
Internal Auditing. Those standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. Recommendations to mitigate risks identified were provided to management during
the engagement to assist in the formulation of the management action plans included in this report.

The results of this audit were discussed with the Construction Division Director and District

Engineers on September 12, 2023. The Internal Audit Division appreciates the cooperation and
assistance received from the personnel contacted during this audit.
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