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Executive Summary

Objective

To evaluate the effectiveness of the district local letting process.

Overall Engagement Assessment - X |
Priority 1 Priority 2 Priority 3 Priority 4

The internal control structure is not designed or operating to mitigate risks considered
significant to achieving program operational and compliance objectives. Negative programmatic
impacts are being experienced and likely to increase if control deficiencies are not addressed.
Improvements to address deficiencies include redesign, execution, and performance
measurement.

Summary Results

Management concurs with the below finding and prepared management action plans to address
deficiencies.

Finding 1: Execution of District Local Letting Procedures

Maintenance Division (MNT) - Contract
X Division | and Maintenance Management System District Yes
(MMS) Section
District personnel observed did not always perform all local letting procedures (i.e., pre-letting, bid
opening, post-letting) required to ensure a uniform and consistent letting process across the state.

Control X Operating
Design Effectiveness

Pre-Letting
e 14 of 17 (82%) districts did not have a secure drop box for contractors to submit paper bid

proposals when an electronic bid was not submitted.
e 11 of 17 (65%) districts did not check all designated drop off locations for paper bid proposals.
e 5 0f 16 (31%) paper bid proposals found in six of the 17 districts were not properly processed
(i.e., date, time stamp, initial, log).
3 of 17 (18%) districts did not retain pre-letting supporting documentation for project files.
2 of 17 (12%) districts did not have at least two personnel conducting the letting.

Bid Opening

e 13 of 17 (76%) districts did not read all required information at the bid opening meeting.

e 6 0f 17 (35%) districts opened the bid proposals prior to the public meeting instead of during the
meeting, as required.

e 3 of 12 (25%) virtual meetings held across the 17 districts did not invite the contractor(s).

e 4 0of 17 (24%) districts did not document the bid opening meeting attendees.

Post-Lettin
e 8 o0of 17 (47%) districts performed some, but not all, post-letting verifications of the apparent low

bidder (i.e., bid bonds, affiliate bidding, sanctions/debarment, reciprocity, terrorism, E-Verify).
e 2 o0f 17 (12%) districts stored contractor personally identifiable information (PII) (i.e., business
ownership forms) in unlocked filing cabinets at the district HQ office.

(Impact): Bid proposals that are inaccurately awarded can result in the contract being canceled and
the project having to be re-let. Based on a 19% increase in the number of projects let at the district
level due to the change in letting threshold (i.e., from $300K to under $1M) and without corrective
actions taken, there is an increased likelihood of errors continuing to occur.
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Audit testing completed not resulting in management action plans.

Scope Area 1: District Local Letting Procedures

e 17 of 17 (100%) districts conducted a bid opening meeting, ranked the bid proposals received
by total bid amount, and printed the bid tabulations during the post-letting verification process.

Control Environment

The letting process is at the foundation for contract award and contract execution. Knowledge
of the policies and procedures governing the process is critical in ensuring proper execution,
transparency, and integrity. Although the district local letting threshold increased (i.e., from
$300K to $1M) in August 2024, no additional impact to the local letting process was noted.

Districts

The District Engineer (DE) is responsible for approving and overseeing maintenance and
construction projects with an engineer’s estimates under one million ($1M) let at the district
level. Designated letting personnel (i.e., letting official, maintenance contract specialists, etc.)
conduct the district local lettings on behalf of the DE. The number of personnel involved in the
district local lettings can vary from district to district (minimally should be two) and the primary
training method for personnel is through on-the-job training.

As part of the letting process, the letting official verifies a bid proposal as responsive/non-
responsive (i.e., conformed/did not conform with the bid submission requirements), identifies
the apparent low bidder, and awards the project.

Maintenance Division

MNT - Contract and MMS Section is responsible for the general oversight of district local letting,
management, and administration of highway maintenance contracts (i.e., routine, material, and
traffic maintenance and emergency contracts). MNT established the Maintenance Contract
Manual which includes limited procedures for the district local letting process and references the
use of the Construction Division (CST) created Letting Manual for additional district local letting
guidance. MNT may also provide support and guidance to the districts, including documented
job aids and checklists posted on MNT’s SharePoint, as well as acts as a liaison between the
districts and CST for letting specific questions.

Construction Division

CST is responsible for administering the statewide construction and maintenance letting process
and has established the Letting Manual. This manual includes rules, specifications, and
procedures to help ensure consistent and proper execution and integrity in the letting process.
In August 2024, CST updated the Letting Manual and removed references to district local
lettings.

Background

Letting is the official receipt and opening of bids on a specified date/time and determination of
the apparent low bidder. To bid on a project, contractors submit bid proposals that include
itemized proposed costs for a project. These proposals can be submitted in paper by mailing or
hand delivering to the district office or electronically in the integrated contractor exchange
system which secures the bid proposal within an electronic vault until the bid opening time.

Texas Transportation Code (TTC) §223.005 and Texas Administrative Code (TAC) §9.15 require

bids to be opened and read at a public meeting. As part of the district local letting process, the

below validations are required to be performed by the letting official of the apparent low bidder

(i.e., contractor):

e Bid bond: information is on the designated form and is complete and accurate.

o Affiliate bidding: the contractor is not affiliated (i.e., related through ownership or familial
relationship) to the other contractors that submitted a bid on the same project.
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Federal or state debarment: contractor is not prohibited from doing business with TxDOT.
Terrorism: the contractor is not on the listing of companies that boycott Israel.
Reciprocity: the contractor has a Texas presence.

E-Verify: the contractor is registered on the Department of Homeland Security website.

During the 88th legislative session, the Texas Transportation Code §223.005 was updated to
allow state bids for contracts with an engineer’s estimate of less than $1M to be let and
awarded by the DE. Prior to this update, the district letting threshold was $300K. TxDOT
implemented the $1M threshold in district local lettings in August 2024.

In fiscal year (FY) 2023 and 2024, a total of 1,927 projects with a low bid total of $459.9M
were locally let across TxDOT's 25 districts (see Table 1).

Table 1
(o) ¢ Total Projects Locally Let Total Project Low Bid Amounts
2023 971 $212,640,229
2024 973 $251,382,736
Total 1,944 $464,022,965

Source: Local Let Maintenance Tableau Dashboard

Between August 2024 and November 2024, an additional 169 projects were locally let due to
the implementation of the $1M letting threshold increase (see Table 2).

Table 2
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Detailed Audit Report

Scope and Methodology

The audit was conducted during the period from September 30, 2024, to December 20, 2024.
Testing consisted of district local letting observations for maintenance projects let between
October 17, 2024, and November 26, 2024, in the Abilene, Atlanta, Beaumont, Brownwood,
Bryan, Corpus Christi, Dallas, El Paso, Fort Worth, Houston, Laredo, Lufkin, Paris, San Antonio,
Tyler, Waco, and Wichita Falls districts.

Scope Area 1: District Local Letting Procedures

To evaluate district local letting preparation, processing, post-letting, and monitoring activities/

verifications.

¢ Reviewed state criteria to include the Texas Transportation Code (TTC) §223.004 and §223.005
and Texas Administrative Code (TAC) 8§9.14 and §9.15; Standard Specifications for Construction
and Maintenance of Highways, Streets, and Bridges; and TxDOT policy and procedures,
including the Letting Manual, Maintenance Contract Manual, and District Letting Day Checklist.

e Conducted interviews with key personnel involved in the district local letting process including
district and Maintenance Division (MNT) contract specialists and the MNT Contracts and
Maintenance Management System (MMS) Support Section Director.

e Judgmentally selected 17 districts for observation based on the district local letting date and the
number of projects to be included in the letting.

- areliability assessment of fiscal year (FY) 2024 local letting data was performed by
comparing the MNT tableau letting dashboard and district provided information to
determine if the data is sufficiently reliable for sample selection purposes.

e For the 17 sampled districts, performed on-site observations to evaluate district pre-letting, bid
opening, and post-letting activities and verifications to include but not limited to:

- Pre-letting activities: the existence of a secure drop box for contractors to submit paper bid
proposals, all potential delivery locations checked by letting personnel prior to bid opening,
receipt of paper bid proposals (i.e., date/time stamp, initials, logged), retention of
supporting documentation for the project file (advertisement, notification of addendum,
notice to contractor, etc.), and at least two personnel conducted the letting.

- Bid opening: bid opening meeting conducted, bid proposal information (i.e., opening
statement, project number, contractor, total bid amount, etc.) read during the bid opening
meeting, contractors provided letting meeting information (i.e., date, time, and location),
electronic and paper bids received publicly opened, bid opening meeting attendees
documented, and responsive/non-responsive determination of paper bid proposals received
(i.e., conformed/did not conform with the bid submission requirements).

- Post-letting: post-letting verifications of the apparent low bidder (i.e., bid bond, affiliate
bidding, federal or state debarment, terrorism, reciprocity, E-Verify, bid tabulation
comparison) performed, and security of hard copy files containing personally identifiable
information (PII).

e Determined if monitoring activities were performed by MNT or districts for the district local
letting process.
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Detailed Audit Finding and Management Action Plans (MAPs)

Finding No. 1: Execution of District Local Letting Procedures

Condition
District personnel observed did not always perform all local letting procedures (i.e., pre-letting,
bid opening, post-letting) required to ensure a uniform and consistent letting process statewide.

Effect/Potential Impact
Bid proposals that are inaccurately awarded can result in the contract being canceled and the
project having to be re-let.

Based on a 19% increase in the number of projects let at the district level due to the change in
letting threshold (i.e., from $300K to under $1M) and without corrective actions taken, there is
an increased likelihood of errors continuing to occur.

Criteria

Texas Transportation Code (TTC) §223.005 and Texas Administrative Code (TAC) §9.15 state
bids for contracts, other than building contracts, with an estimate of less than $1 million may
be filed with the District Engineer (DE) and opened and read at a public meeting conducted by
the DE, or their designee, on behalf of the commission. TAC §9.14 states that bids for a
contract can be submitted manually or electronically.

The Standard Specifications for Construction and Maintenance of Highways, Streets, and
Bridges Item 2 (Instructions to Bidders) states that at the time, date, and location specified in
the official advertisement, the letting official will publicly open and read the bids.

The Maintenance Contract Manual Chapter 3 and 4 state the following:

e TxDOT's Letting Manual provides policy/guidelines for the letting process.

e Letting preparation be done in accordance with the Letting Manual, provides proposal
receipt requirements, security, and collection of paper bids, and recording attendance.

e At least two personnel conduct letting, electronic bid opening cannot occur prior to the
designated time, all bids must be publicly read, responsive/nonresponsive review
requirements, and providing an award/rejection recommendation to the DE.

e Hard copy documents containing personally identifiable information (PII) be stored in locked
filing cabinets and retention requirements for letting documents.

The Maintenance Division District Letting Day Checklist (June 2024) states to notify contractors
who requested a proposal about letting. District local letting instructions on the txdot.gov
website state that local lettings may also be hosted virtually and if so, a note will be posted on
TxDOT'’s FTP site for the specific project along with the link and call-in information.

The Letting Manual Chapters 2, 3, 5 and 6 state the following:

e Placement of paper bid proposals in the secured container or hand delivered to a letting
official and that every potential delivery location be checked.

e Required information to be publicly read.

e Verification of total bid amounts.

e Post-letting verifications required to be performed and documents to be retained.

Cause

There is not a consolidated document that outlines all the required procedures for the specific
district local letting process itself. In addition, MNT was unaware that the guidance provided for
the opening of bid proposals ahead of the bid opening meeting did not adhere to TTC and TAC
requirements for a public opening.
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Per inquiry with district personnel, there was an unawareness of the required procedures for the
district local letting process. In addition, there is no continuous or formal training provided to
district personnel responsible for conducting lettings and there is limited monitoring performed
to verify letting procedures are executed as required.

Evidence

On-site observations of 17 district local lettings conducted between October 17, 2024, and
November 26, 2024, were performed to evaluate district pre-letting, bid opening, and post-
letting verifications and activities.

Pre-Letting
e 14 of 17 (82%) districts did not have a secure drop box for contractors to submit paper bid

proposals when an electronic bid was not submitted.
- 4 of 14 (29%) districts without a secure drop box available, had a total of nine paper
bids submitted for the project(s) being let.
o 1 of 4 (25%) districts had a contractor hand deliver their paper bid proposal to a
non-district/non-letting official.

e 11 of 17 (65%) districts did not check all designated drop off locations for paper bid
proposals prior to reading of the bid opening statement.

e 5 0f 16 (31%) paper bid proposals found in six of the 17 districts were not properly
processed (i.e., date, time stamp, initial, log).

e 3 o0f 17 (18%) districts did not retain pre-letting supporting documentation (i.e., project
letting advertisement, notice to contractor) for the project file.

e 2 of 17 (12%) districts did not have at least two personnel conduct the letting.

Bid Opening
e 13 of 17 (76%) districts did not read the required information at the bid opening meeting.

e 6 0of 17 (35%) districts opened the bid proposals prior to the public meeting instead of
during the meeting, as required.

e 3 o0f 12 (25%) virtual meetings held across the 17 districts did not send a meeting
invite/link to the contractors.

e 4 of 17 (24%) districts did not document the bid opening meeting attendees.

e 1 of 16 (6%) paper bid proposals found in six of the 17 districts was not reviewed for
conformance with the bid submission requirements.

Post-Letting
e 8 of 17 (47%) districts performed some, but not all, post-letting verifications of the

apparent low bidder.

- 6 of 8 (75%) districts did not review bid bonds for all required information (i.e.,
amount, date, etc.).

- 6 of 8 (75%) districts did not perform an affiliate bidding check.

- 4 of 8 (50%) districts did not verify the apparent low bidder was not listed on the
state/TxDOT sanctions and debarment list.

- 3 of 8 (38%) districts did not verify the apparent low bidder had a Texas presence (i.e.,
reciprocity check).

- 2 of 8 (25%) districts did not verify the apparent low bidder was not listed on the
federal debarment list.

- 2 of 8 (25%) districts did not verify the apparent low bidder was not listed on the
Homeland Security terrorism list.

- 2 of 8 (25%) districts did not verify apparent low bidder was registered with E-Verify.

e 2 0f 17 (12%) districts had contractor PII (included within hard copy business ownership
forms) stored in unlocked filing cabinets (i.e., unsecured) at the district HQ office.
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Management Action Plans (MAPs)

MAP 1.1 | Completion Date: April 15, 2025 | Division: | Yes |District:| No

The Maintenance Division (MNT) will:

e host a statewide webinar with applicable district personnel (e.g., Contract Specialist, Directors of
Maintenance/Operations) to cover:

- the exceptions identified in the finding to include but not limited to the importance of following
the letting checklists when conducting letting, inviting contractors on the bidders list to the bid
opening meeting, checking all applicable locations for paper bids prior to bid opening, proper
opening statements and information to include when calling bids, performing all pre-award
checks.

- updates to the district letting process (i.e., SharePoint documents, required use of the letting
checklist, MNT review of paper bids, etc.).

e post a recording of the statewide webinar meeting on the Maintenance Contracts SharePoint site for
district reference and to refer new Contract Specialist to in the future.

e review training materials/references and update as needed.

e maintain a separate folder on the Maintenance Contracts SharePoint site to consolidate all district
local letting resources to include a comprehensive district local letting document that will be
updated as needed.

¢ implement a new process whereby all paper bids received for district local lettings must be
uploaded into ProjectWise and an email sent to MNT for review of the paper bid(s) after the bid
opening meeting and prior to posting of bid tabs.

e review all paper bids and respond to the district to confirm that the bid can be accepted (i.e.,
responsive), and if not, the reason(s) why the bid is considered non-responsive.

¢ implement a monitoring process to review the following district local letting items: E-Verify,
divestment, comptroller debarment, SAMs, TxDOT debarment, and TxDOT Performance Review
Committee (PRC) list reviews, bid bonds/proposal guaranty, reciprocity, and affiliated bidders.

MAP Owner: | Mark Johnson, MMS & Contracts Section Director, MNT

MAP 1.2 |Completion Date: June 15, 2025 | Division: No District: | Yes

Districts will:

e scan all paper bids received and completed review checklist(s) into ProjectWise and send an email
to notify Maintenance Division (MNT) after the bid opening meeting and prior to posting of bid tabs.

e place all paper bids received in a locked container (i.e., drop box) maintained in a secure location.

¢ hold an internal meeting with all staff involved with district local lettings to review the webinar
information provided by the Maintenance Division and updated processes for paper bids (upload to
ProjectWise, review by MNT, and locked drop box).

e retain documentation to support the date, attendees, and information discussed at the internal
meeting.

MAP Owners: | District Directors of Maintenance/Operations

MAP 1.3 | Completion Date: October 15, 2025 | Division: | Yes |District:| No
The Maintenance Contracts Manual will be updated to include the required steps for district local lettings
and clarify that it is the primary manual to be followed for district local letting processes. Updates to the
manual will also include the requirement to use the district local letting resources on the Maintenance
Contracts SharePoint and that each district must ensure paper bids are properly received and secured.
MAP Owner: | Mark Johnson, MMS & Contracts Section Director, MNT
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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 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 operational sub-optimization or non-
compliance, particularly in areas not included in the scope of this audit.

Audit Results Dashboard
District Local Letting

Scope Areas Evaluated
ERM Component Control Activities District Local Letting Procedures
1
1
1
1
1
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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 District Local Letting audit which
was conducted as part of the Fiscal Year (FY) 2025 Audit Plan.

We conducted this performance audit in accordance with Generally Accepted Government
Auditing Standards and in conformance with the Global Internal Audit Standards. 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 Maintenance Division Director and District
Engineers on March 10, 2025. The Internal Audit Division appreciates the cooperation and
assistance received from the personnel contacted during this audit.
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