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Objective

To assess the status of corrective actions for high-risk Management Action Plans (MAPS)
previously communicated in the Enterprise Resource Planning (ERP) Conversion Rates audit
report issued May 2018.

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

MAP Status | Comments |
6 Closed Corrective actions have been completed.

Scope

The engagement was conducted during the period from December 19, 2018 to July 12,
2019. The engagement focused on the revision of the Materials Management Policy
Manual, monitoring of unit of measure variances for roadway materials, and the creation
and review of National Institute of Governmental Purchasing (NIGP) codes.

Methodology
The methodology used to complete the objectives of this engagement included:

e Interviewed key Support Services Division (SSD) personnel to include the Materials
Management Section Director and Special Projects Supervisor.

e Reviewed SSD policies and procedures to include the Materials Management Policy
Manual.

e Reviewed SSD'’s process for monitoring, tracking, and reporting on unit of measure
variances for roadway material.

e Reviewed 20 National Institute of Governmental Purchasing (NIGP) codes created
during fiscal year (FY) 2019 to determine if items were approved by the Item
Management Team and reviewed by SSD for accuracy.

e Reviewed documentation of communication between SSD and the Procurement
Division (PRO) to determine if coordination between the two divisions to update NIGP
codes was conducted.

e Reviewed documentation to verify monthly monitoring efforts performed by SSD and
communication of the requirement to inactivate NIGP codes was sent to the district
Business Service Coordinators and Directors of Maintenance/Operations.

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 ERP Conversion Rates
Follow-Up engagement which was conducted as part of the FY 2019 Audit Plan.

TxDOT implemented ERP in October 2014 to be the system of record for assets and provide
process accountability for the transactional records of items received, stored, adjusted, and
issued. In addition to transactional data, ERP also contains inventory values based upon
total quantity currently in stock for the respective inventory NIGP code.
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A NIGP Code is a class-item numbering system that includes descriptions used by
governmental agencies to code products and services on requisitions and purchases.
Inventory transactions (order, receipt, transfer, issue) are performed by TXxDOT business
units using NIGP codes established in ERP.

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: Closed
Corrective actions have been completed.

Original Audit Finding No. 1: Usage of Manual Conversion

MAP Owner: Daryl Starkes, Materials Management Section Director, Support Services
Division

MAP 1.2: With the primary mission to ensure business units are stocking and issuing
roadway materials in cubic yards, Support Services Division (SSD) will develop a tool to
monitor, track, and report on variances for unit of measure issued to the roadway (i.e., tons
vs. cubic yards). This report will be generated monthly by SSD to identify inventory business
units not following policy outlined in MAP 1.1. Business units identified to be inconsistent
with policy will be communicated monthly to the District Business Services Coordinator and
Directors of Maintenance/Operations.

Original Completion Date: July 15, 2018
Completion Date: April 5, 2019

Original Audit Finding No. 2: Establishing and Monitoring of NIGP Codes

MAP Owner: Daryl Starkes, Materials Management Section Director, Support Services
Division

MAP 2.1: The Support Services Division (SSD) will review inventory items marked within the
item description as “inactive” to determine if any of these items need to be corrected
within the item master catalog (i.e. “inactive” designations removed).

Original Completion Date: July 15, 2018

Completion Date: April 27, 2018

MAP Owners: Daryl Starkes, Materials Management Section Director, Support Services
Division

Kenneth Wood, Director, Procurement Division

MAP 2.2: The Support Services Division (SSD) and Procurement Division (PRO) will
coordinate to update NIGP codes identified as part of MAP 2.1 to be active inventory items
and still needed within the item master catalog.

Original Completion Date: August 15, 2018
Completion Date: May 29, 2018

MAP Owner: Daryl Starkes, Materials Management Section Director, Support Services

Division
MAP 2.3: For items identified as being inactive as part of MAP 2.1, Support Services
Division (SSD) will communicate and coordinate with the District Business Service
Coordinators (BSC) the need to complete all actions necessary to inactivate items. Monthly

monitoring of inactivation efforts will be performed by SSD and reported to the District BSC
and Director of Maintenance/Operations.

Original Completion Date: October 15, 2018
Completion Date: June 18, 2019
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MAP 2.4: The creation of new inventory NIGP codes, descriptions, units of measure, and
conversion rates will be approved by the Item Management Team. Upon notification from
Procurement Division (PRO) of item set-up within the Enterprise Resource Planning system
(ERP), Support Services Division will review the entry within ERP for accuracy and advise
PRO of any necessary corrections needed.

Original Completion Date: July 15, 2018
Completion Date: September 19, 2018

MAP Owner: Kenneth Wood, Director, Procurement Division

MAP 2.5: The Procurement Division (PRO) will perform the following:

e Review active available inventory NIGP codes on a semi-annual basis for duplication
of item descriptions.*

o Notify the Support Services Division (SSD) when new item set-up has been completed
within the Enterprise Resource Planning system (ERP) and upon notification from
SSD, PRO will make any necessary corrections to the item set-up.

e Coordinate with SSD for approval of any requests for the addition of any new ordering
or stocking unit of measures and conversion rates requested to be added to an
existing NIGP code prior to updating the ERP item record.

* Per MAP owner, review of NIGP duplication will be performed on a case to case basis
when new items are created.

Original Completion Date: December 15, 2018
Completion Date: October 1, 2018

In addition to the above high-risk Management Action Plan (MAP), an assessment of a low
risk MAP (MAP 1.1) from the original audit report issued in May 2018 was also conducted
and found that corrective actions have been completed.

Closing Comments

The results of this MAP Follow-Up engagement were provided to the Support Services
Division (SSD) Director and Procurement Division (PRO) Director on August 20, 2019. The
Internal Audit Division appreciates the cooperation and assistance received from the SSD
and PRO personnel contacted during this engagement.
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