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Objective

To assess the status of corrective actions for high-risk Management Action Plans (MAPs)
previously communicated in the Contractor Performance Monitoring audit report issued
August 2019.

Summary Results
Testing consisted of an evaluation of four MAPs to determine if corrective actions were
implemented as agreed.

MAP Status Comments

3 Open Corrective actions that require completion to address
b identified risks from the original audit report.
1 Closed Corrective actions have been completed.

Scope

The engagement was conducted during the period from February 3, 2020 to March 10,
2020. The engagement focused on updates to policy, procedures, and processes for the
completion and monitoring of contractor evaluations.

Methodology
The methodology used to complete the objectives of this engagement included:
= |nterviewed key personnel including Support Services Division’s (SSD) Facilities Plan
and Maintenance Section Director and Contract Specialist, and Construction
Division’s (CST) Management Analyst.
= Reviewed Form 2707 to determine if updates were made to include name/signature
title lines and updates to calculation of scores.
= Reviewed the Corrective Action Plan (CAP) template to determine if updates were
made to include printed name and title lines.
= Reviewed SSD'’s draft policy for contractor performance evaluations.
= Obtained and reviewed CST and Maintenance Division (MNT) contractor evaluation
report from the period of November 1, 2019 - February 21, 2020.
= Judgmentally selected a sample of 10 total CST and MNT contractor evaluations
performed by the following districts: Austin, Childress, Bryan, Dallas, Fort Worth,
Houston, Lubbock, and San Antonio.
= Reviewed selected CST and MNT Form 2707s for completeness.
=  Obtained SSD Form 2707s completed between January 1, 2020 and February 11,
2020, and reviewed for completeness.

Background

This report is prepared for the Texas Transportation Commission and for the Administration
and Management of TxDOT. The report presents the results of the Contractor Performance
Monitoring Follow-Up engagement which was conducted as part of the Fiscal Year (FY) 2020
Audit Plan.

TAC 43 §9.23 was created in response to the Texas Transportation Code 223.012 which

required TxDOT to develop a contractor performance evaluation process to monitor
contractors’ performance against established standards. Its purpose is to identify and
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provide TxDOT with actions for recourse for low-bid highway improvement contracts. TAC 43
89.23 went into effect September 19, 2018 and applies to the CST, MNT, and SSD
divisions’ contracts for highway improvement projects, including facility projects.

We conducted this follow-up engagement 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 engagement to obtain sufficient, appropriate evidence to provide a reasonable basis for
our conclusions based on our engagement objective. Recommendations to mitigate risks
identified were previously provided to management during the original engagement to assist
in the formulation of the management action plans referenced in this report. The Internal
Audit Division uses the Committee of Sponsoring Organizations of the Treadway Commission
(COSO) Internal Control - Integrated Framework version 2013.
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Detailed MAP Follow-Up Status

MAP Status: Open
Corrective actions that require completion to address identified risks from the original audit
report.

Original Audit Finding No. 1: Contractor Performance Monitoring

MAP Owners: Dan Stacks, P.E., Director, Maintenance Division
Gina Gallegos, P.E., Director, Construction Division

MAP 1.1:
= Construction Division (CST) will update Form 2707 to include the following:*

- Additional line for contractor to print name and title.*

- Additional line for District Engineer to print name and title.*

— Allow for option to choose ‘N/A’ instead of entering a score for a question
that does not apply. Form will still calculate overall score based on
questions with numeric scores.*

= CST and Maintenance (MNT) will update Corrective Action Plan (CAP) templates to
include printed hame and title lines.*

= CST and MNT will develop a checklist to be utilized by both Districts and Divisions
when auditing Form 2707 for completeness, including supporting documentation
to justify ratings of 1 or 3 on any question.*

— Districts will be required to audit all evaluations completed each month via
internal process at the District level.

— MNT will audit 10% of final evaluations completed each quarter either in
person at the District or by requesting that District staff deliver the
evaluation and supporting documentation while in Austin for other
purposes.

- CST field engineers will audit 10% of final evaluations completed each
guarter in person at the District. If an in-person meeting is not an option,
field engineers may request that District staff deliver the evaluation and
supporting documentation while in Austin for other purposes.

= MNT and CST will issue a joint Contractor Evaluation Manual detailing policy and
processes, including those for completing the forms, contractor involvement and
acknowledgment, performing quality control on the forms, storing the forms,
Project Recovery Plans (PRPs), and CAPs.

= MNT and CST will host an all-District WebEXx to share updates to the contractor
evaluation process, which will be recorded and posted to Crossroads. Divisions
will address deficiencies identified during the audit and provide an overview of the
Contractor Evaluation Manual.

*Items were considered complete

Original Completion Date: November 15, 2019
Revised Completion Date: August 15, 2020
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MAP Owner: Warren Rose, Facilities Planning and Management Section Director,

Support Services Division

MAP 1.2: Support Services Division (SSD) will develop policy, procedures and establish
controls to ensure the evaluation forms are completed accurately, timely and the
appropriate signatures are acquired. These changes will include, but are not limited to:
= Monitoring of the facilities contractor evaluations.
= Defining the timeframe associated with the monitoring, as well as completion of
the contractor performance evaluation form.
= Guidance of completing the contractor performance evaluation form and types of
documentation to support scores of 1 or 3.

In addition, SSD will update Form 2707 to include the following:
= Additional line for contractor to electronically sigh name and title.*
= Additional line for Chief Administrative Officer to electronically sign name and
title.*
= Additional line for evaluator(s) to electronically sign name and title.
=  Form will still calculate overall score based on questions with numeric scores.*

SSD will create Corrective Action Plan (CAP) templates to include printed name and title
lines.*

*Items were considered complete

Original Completion Date: January 15, 2020
Revised Completion Date: August 15, 2020

Original Audit Finding No. 2: Security and Accessibility of Final Evaluation Forms and

Supporting Documentation
MAP Owner: Gina Gallegos, P.E., Director, Construction Division

MAP 2.1: Construction Division (CST) will work with Information Technology Division to
develop a secure, centralized solution for CST, Maintenance, and Support Services
Divisions to transport, store and limit access to contractor evaluation forms and
applicable supporting documentation. This will enable development of a contractor
performance evaluation process that allows for the review of contractor bidding capacity
to ensure that contractors meet each quality, safety, and timeliness standard established
by the commission; and as required by Texas Transportation Code 223.012.

*|n addition, a standard operating procedure is required per the Performance Review
Committee.

Original Completion Date: October 15, 2019
Revised Completion Date: January 15, 2020
Revised Completion Date: June 15, 2020
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MAP Status: Closed
Corrective actions have been completed.

Original Audit Finding No. 2: Security and Accessibility of Final Evaluation Forms and
Supporting Documentation

MAP Owner: Warren Rose, Facilities Planning and Management Section Director,
Support Services Division

MAP 2.2: Support Services Division will set-up a secure digitized folder as centralized
storage location for form 2707.

Original Completion Date: January 15, 2020
Actual Completion Date: February 11, 2020

Closing Comments

The results of this MAP Follow-Up engagement were provided to Construction Division
Director, Maintenance Division Director, and Support Services Director on May 7, 2020. The
Internal Audit Division appreciates the cooperation and assistance received from the
personnel during this engagement.
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