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Maint. Contract CO Scope and Classification TxDOT Internal Audit Division — Limited Scope

Executive Summary

Objective

To determine whether the performance of the routine maintenance contract change order program is
reasonable in ensuring change orders are within project scope and properly classified and approved.

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: Contract Extension Approval Documentation

Confcrol X Opera.ting N Division Maintenance. Division (MNT) - Contracts & MMS
Design Effectiveness Support Section

Routine Maintenance Contract (RMC) change orders (COs) for contract extension did not have documentation
to support the contractor met the terms/conditions of the original contract to allow for the extended time.

= 22 of 24 (92%) COs did not have documentation to support contractor met contract terms/conditions.

District Yes

(Impact): $15.2M of $17.1M (89%) RMC extension COs were executed without supporting documentation.

Finding 2: Price Justification Documentation
Control Operating
Design Effectiveness
RMC COs adding new line items to the contract did not have documentation to support the district’s cost
analysis/price justification.

= 13 0of 25 (52%) RMC COs did not include price justification documentation for newly added line items.

(Impact): $3.6M of $4.6M (78%) RMC CO line items did not have documentation to support pricing for new
lines items added to the contract.

X Division | MNT - Contracts & MMS Support Section District Yes

Finding 3: Change Order Classification and Documentation

Control X Operating
Design Effectiveness

RMC COs were not accurately classified or did not have documentation to support the CO classification used.
= 11 of 80 (14%) COs were not accurately classified.
= 8 0f 80 (10%) COs had reason codes that could not be verified against supporting documentation.

(Impact): $1.2M of $27M (4%) COs were not accurately classified and $7M of $27M (26%) COs did not
have fully descriptive documentation to support the change order purpose (i.e., classification).

X Division | MNT - Contracts & MMS Support Section District Yes

Finding 4: RMC Change Order Approvals
Control Operating
Design Effectiveness
RMC COs were not always approved in accordance with the district’s delegation of signature authority.
= 6 of 80 (8%) COs were not approved in accordance with the district’s delegation of signature authority.

(Impact): $4.2M of $27M (16%) RMC COs were executed by unauthorized district personnel.

X Division | N/A District | Yes
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Audit testing completed not resulting in management action plans.

Scope Area 1: Change Order Scope of Work and Approval

= 80 of 80 (100%) COs included work items within the scope of work from the original contract.

= 24 of 24 (100%) COs included the appropriate contract special provision to support contract extension.

= MNT has established a metric to monitor compliance with the Texas Administrative Code requirement to
spend no less than 50% of maintenance projects through contracts awarded by competitive bidding.

Control Environment

COs are initiated by the office managing the maintenance project and are reviewed, including
applicable supporting documentation, at different levels within the district (i.e., maintenance
section, area office, or district maintenance office). The Franchise Model - Contract Change Orders
memo issued May 30, 2012, gave districts the autonomy to execute (i.e., approve) COs, and the
District Engineers authority to delegate signature authority for CO approvals. Each district is to
utilize a delegation of signature authority to document authorized CO approvers for their district.

A CO checklist (i.e., Form 2146) was revised in July 2021 to assist the districts with preparation of
the CO and identify items needed to document and process the CO. When work items not originally
included in the contract are added via CO, cost break downs and price justifications are required to
demonstrate a fair and reasonable price determination. Form 2146 also provides a listing of CO
reason codes and descriptions for these codes.

CO reason codes were established to allow for efficient classification and reporting of COs and are
used by both the Construction Division and MNT. Since their inception, CO reason codes have been
revised to create additional codes based on ad hoc requests made by the districts or Commission.

Contract special provisions are utilized in maintenance contracts to allow the Engineer to extend the
contract if the contractor has satisfactorily fulfilled the terms and conditions of the contract. The
extension may be for a period of time not to exceed the original contract time and may include
additional quantities up to the original bid quantities plus any quantities added by CO. Under the
special provision, only one extension by CO would be allowed.

Background

RMCs are utilized by TxDOT to supplement district maintenance workforce for routine or
preventative maintenance activities. COs are used to amend contract work whenever there is a
significant change in the character of work, contract quantities, or a time extension is needed. In FY
2021, a total of 917 RMC change orders totaling $189.5M were executed.

The purpose of a CO can be classified using 40 different CO reason codes which are grouped within
seven major categories (i.e., Design Error/Omission, TxDOT Convenience, Differing Site Conditions).
When COs are executed with more than one purpose, two reason codes can be used (i.e., primary
reason code, secondary reason code). CO details and approvals are documented within the
construction/maintenance contract management system.
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Detailed Audit Report

Scope and Methodology

The audit was conducted during the period from September 7, 2021 to November 5, 2021. Testing
focused on 80 RMC COs totaling $27 million completed in FY 21 within the Abilene, Beaumont,
Corpus Christi, Fort Worth, Houston, Lufkin, Odessa, and Tyler Districts.

Scope Area 1: Change Order Scope of Work and Approval

Determined if RMC COs were within the scope of work for the original contract and approved in accordance

with the delegation of signature authority.

=  Reviewed TxDOT policies and procedures including the Construction and Maintenance Contract
Management System User Manual, Construction Contract Administration Manual, Maintenance
Management Manual, and Maintenance Contract Manual.

= Assessed the reliability of RMC COs and contract data by conducting interviews, reviewing supporting
documentation, and comparing multiple reports from the construction and maintenance contract
management system to determine data was sufficiently reliable for the purposes of audit.

= Judgmentally selected eight districts for testing based on the highest approved change order dollar
amount in FY 2021 and district type (i.e., metro, urban, rural).

= Judgmentally selected 80 RMC COs based on CO dollar value and reason codes from eight districts and
performed the following:

- Compared the scope of work for each selected CO against the executed contract to verify the CO
was within the scope of work for the contract.

- Verified CO was approved in accordance with delegation of signature authority.

- For COs that were executed to extend the contract duration, determined if the correct special
provision was used within the contract and documentation to support the contractor met
terms/conditions of the original contract.

= Interviewed MNT and district personnel that included:

- MNT: Director, Deputy Director, and MNT Contracts & MMS Section Director.

- Districts: District Engineers, Director of Maintenance/Operations, Area Engineers, Transportation
Engineers, and Contract Specialists.

=  Determined if the district and/or MNT had a process to monitor RMC CO scope of work.

Scope Area 2: Change Order Classification

Evaluated the classification and monitoring of RMC COs.
=  Reviewed TxDOT policies and procedures including the Construction and Maintenance Contract
Management System User Manual, Construction Contract Administration Manual, Maintenance
Management Manual, Maintenance Contract Manual, and Change Order Checklist (Form 2146).
= Assessed the reliability of RMC COs and contract data by conducting interviews, reviewing supporting
documentation, and comparing multiple reports within the construction and maintenance contract
management system and to determine data was sufficiently reliable for the purposes of audit.
= Performed an analysis of RMC COs executed between FY 2017 and 2021 to evaluate reason code usage.
= Judgmentally selected eight districts for testing based on the highest approved change order dollar
amount in FY 2021 and district type (i.e., metro, urban, rural).
= Judgmentally select 80 RMC COs based on CO dollar value and reason codes from eight districts and
performed the following:
- Evaluated COs to determine if properly classified based on reason code selection and
supporting documentation retained.
- Verified COs that added new items to the contract included price justification documentation.
= Interviewed MNT and district personnel that included:
- MNT: Director, Deputy Director, and MNT Contracts & MMS Section Director
- Districts: District Engineers, Director of Maintenance/Operations, Area Engineers, Transportation
Engineers, and Contract Specialists.
= Determined if the district and/or MNT had established performance metrics or a process to monitor
maintenance contract CO reason code usage and documentation.
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Finding No. 1: Contract Extension Approval Documentation

Condition

The Maintenance Contract Manual and Change Order Checklist (Form 2146) do not address
documentation to support if the contractor met terms and conditions of the contract to be
completed. Routine maintenance contracts (RMCs) extended through a change order (CO) were
executed without documentation to support the contractor met the terms and conditions of the
original contract.

Effect/Potential Impact
Without supporting documentation, districts may be unable to justify rationale used in their decision
to extend an RMC contract through a CO.

From the judgmental sample of RMC extension COs created, $15.2M were executed without
documentation to support contractor fulfiiment of contract terms for the eight districts selected.

Criteria

The 2014 Standard TxDOT Specifications for Construction and Maintenance of Highways, Streets
and Bridges which include contract special provisions 004-001 and 004-002 state that when
mutually agreed in writing, the Engineer may extend the contract if the contractor has satisfactorily
fulfilled the terms and conditions of the contract.

The Franchise Model - Change Orders memo issued May 30, 2012, states that where a District
Engineer has no monetary limit, careful discretion is expected before authorizing change orders of
such magnitude that could be perceived by the contracting community as being non-competitive.

Cause

The Maintenance Division has not established policy or provided guidance to the districts for the
verification that the contractor met contract terms and conditions prior to the execution of the CO
and supporting documentation to be retained.

Evidence

A review of twenty-four RMC COs from eight districts (totaling $17.1M) executed to extend the RMCs

was performed to determine if verification of contract term fulfillment was completed prior to

extension of the contract. Where applicable, onsite district visits were performed to review contractor

performance evaluations created to support verification was completed and the contractor met

terms.

= 22 0f 24 (92%) COs did not have documentation to support verification that contractor met
contract terms (i.e., quality, safety, and timeliness).

Management Action Plans (MAPs):

MAP 1.1 | Completion Date: April 15, 2022 ‘ Division: ‘ Yes ‘ District: | No

The Maintenance Division (MNT) will update:

= the Maintenance Contracts Manual to include policy on documentation to include within the change
order supporting documents on the contractor’s satisfactory fulfillment of the terms of the contract prior
to contract extension.

=  Form 2146 to include guidance on evaluating and documenting contractor performance to ensure
contractor satisfactory fulfilled contract terms.

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

March 2022 4



Maint. Contract CO Scope and Classification TxDOT Internal Audit Division — Limited Scope

MAP 1.2 | Completion Date: May 15, 2022 | Division: |Yes [ District: | No
The Maintenance Division will provide a WebEx training to the district Directors of Maintenance/Operations,
Maintenance Engineers, and Maintenance Contract Specialists to explain how to evaluate and document in
the change order the contractor’s performance to ensure contractors satisfactorily fulfilled terms of contract
prior to contract extensions.

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

MAP 1.3 | Completion Date: June 15, 2022 ‘ Division: | No ‘ District: ‘ Yes
Upon completion of the WebEXx training (as outlined in MAP 1.2), the district Directors of Maintenance/
Operations, Maintenance Engineers, and/or Maintenance Contract Specialists will provide training on
documentation to include within the change order supporting documents on the contractor’s satisfactory
fulfillment of the terms of the contract prior to contract extension to district employees involved in the
creation, review, and approval of maintenance change orders.

MAP Owners: | District Directors of Maintenance/Operations

MAP 1.4 | Completion Date: July 15, 2022 Division: |Yes | District: | No
The Maintenance Division will begin performing quarterly reviews of six rotating districts to review a sample
of three change orders per district based on dollar amount and location. The quarterly reviews will include
verification of the documentation to support contractors satisfactorily fulfilled terms of contract prior to
contract extension. Results of the quarterly reviews will be shared with the applicable district(s). MNT will
reevaluate if reviews should continue after all districts have been reviewed.

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

MAP 1.5 | Completion Date: August 15, 2022 | Division: [No [ District: | Yes
Results of the quarterly reviews performed by the Maintenance Division (as outlined in MAP 1.4) will be
shared and discussed with the applicable district employees involved in the creation, review, and approval of
the maintenance change orders.

MAP Owners: | District Directors of Maintenance/Operations

March 2022 5



Maint. Contract CO Scope and Classification TxDOT Internal Audit Division — Limited Scope

Finding No. 2: Price Justification Documentation

Condition

Routine maintenance contract (RMC) change orders (COs) were executed without documentation to
support the district’s price justification for new line items added to the contract. A fiscal year (FY)
2015 Change Order Process audit also identified maintenance CO documentation that did not
include price justification.

Effect/Potential Impact

Without documentation to support pricing for line items added to RMCs, TxDOT may be unable to
substantiate their efforts in determining fair and reasonable pricing. Any supply chain and
inflationary pressures managed through change orders would be done so using contractor provided
cost estimates.

Twenty-five RMC COs had line items totaling $3.6M that did not have documentation to support
pricing for newly added items.

Criteria

The Maintenance Contract Manual, Chapter 4, Section 11 (Change Orders) requires:

= cost breakdowns and price justifications be included for any added items

= “fair and reasonableness” price determination must accompany the district’s independent cost
analysis/cost justification

= (COs to not be approved based solely on the contractor's submitted request and documentation

= statewide/district average prices, comparative analysis, materials/labor/equipment breakdowns
should be used to justify cost.

= use of the Change Order Checklist (Form 2146) to assist with CO preparation

- Form 2146 includes an item under the General section to ask preparer if the CO
description includes a statement on price justification.

Cause

Training has not been provided to applicable district employees on how to perform a price
justification when average low bid unit prices are unavailable (e.g., unique items of work). Price
justification documentation was not retained in a central location by the district location of record for
the CO. In addition, quality control reviews are not performed to verify documentation exists to
support the district’s price justification.

Evidence

Twenty-five RMC COs from eight districts that included new contract line items totaling $4.6M were

reviewed to verify price justification documentation was retained.

= 13 0of 25 (52%) COs totaling $3.6M did not include price justification documentation to support
the addition of line items.

Management Action Plans (MAPs):

MAP 2.1 | Completion Date: May 15, 2022 ‘ Division: ‘ Yes ‘ District: | No
The Maintenance Division will provide a WebEx training to the district Directors of Maintenance/Operations,
Maintenance Engineers, and Maintenance Contract Specialists to explain pricing justification methods that
include average low bid prices, comparative analysis, or breakdown of labor, material, and equipment rates,
and retention location for change order documentation.

MAP Owner: Mark Johnson, MMS & Contracts Section Director, MNT
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MAP 2.2 | Completion Date: June 15, 2022 | Division: [No [ District: | Yes

Upon completion of the WebEx training (as outlined in MAP 2.1), the district Directors of Maintenance/
Operations, Maintenance Engineers, and/or Maintenance Contract Specialists will provide training on pricing
justification methods to district employees involved in the creation, review, and approval of maintenance
change orders.

MAP Owners: ‘ District Directors of Maintenance/Operations

MAP 2.3 | Completion Date: July 15, 2022 Division: | Yes | District: | No

The Maintenance Division will begin performing quarterly reviews of six rotating districts to review a sample
of three change orders per district based on dollar amount and location. The quarterly reviews will include
review of pricing justification documentation to include confirmation that an applicable method (average low
bid prices, comparative analysis, or breakdown of labor, material, and equipment rates) was provided.
Results of the quarterly reviews will be shared with the applicable district(s). MNT will reevaluate if reviews
should continue after all districts have been reviewed.

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

MAP 2.4 | Completion Date: August 15, 2022 ‘ Division: | No ‘ District: ‘ Yes

Results of the quarterly reviews performed by the Maintenance Division (as outlined in MAP 2.3) will be
shared and discussed with the applicable district employees involved in the creation, review, and approval of
the maintenance change orders.

MAP Owners: ‘ District Directors of Maintenance/Operations
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Finding No. 3: Change Order Classification and Documentation

Condition
Routine Maintenance Contract (RMC) change orders (COs) were not accurately classified or
sufficiently supported.

Effect/Potential Impact

COs that are not properly classified could result in inaccurate and/or inefficient CO reporting upon
request, and analysis of contract extension through a change order cannot be performed to evaluate
if extensions are of the best value to TxDOT. In addition, without sufficient documentation to support
change order purpose and classification, TXDOT could be subject to additional charges if a dispute or
claim was filed by the contractor.

For RMC COs executed between FY 2017 - 2021, RMC COs totaling $1.2M were not accurately
classified and $7.0M did not have fully descriptive documentation to support change order purpose
or classification.

Criteria

The Maintenance Contract Manual, Chapter 4, Section 11 (Change Orders) refers to the Change
Order Checklist (Form 2146) to assist with CO preparation. Form 2146 includes guidance for:

= CO descriptions including statements that address what, where and why for the change.

= verification of the CO reason code.

= CO reason codes including category descriptions.

Cause

Monitoring for proper usage of RMC CO reason codes is not performed by the Maintenance Division
(MNT) or the districts. There also was an unawareness by some employees on 1) the appropriate
reason code to use based on forty CO reason codes and descriptions included on Form 2146, and 2)
documentation to be retained to support the COs.

CO reason codes and descriptions are listed on the Change Order Checklist (Form 2146); however,
this information is not included in the Maintenance Contract Manual or Construction Contract
Administration Manual (referenced in the Maintenance Contract Manual).

Evidence

An analysis of RMC COs executed between FY 2017 - 2021 was performed (see Chart 1) and
determined that of the 40 CO reason codes, 3F - Additional Work Desired by TxDOT was used 52%
of the time, and eleven reason codes were not utilized at all. In addition, COs are often used to
extend RMCs; however, the 30 - Time Extension reason code was used 9% over the last five years.

Chart1

RMC Change Order Reason Codes
(Fiscal Years 2017 to 2021)
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A judgmental sample of 80 RMC COs totaling $27 million from eight districts were reviewed to
evaluate CO reason code classification and documentation to support classification.

Classification
= 11 of 80 (14%) COs were not accurately classified.

Of the 80 sampled COs, 24 were executed to include extension of the RMC using special provisions

established within the contract. A review was performed to determine if the time extension reason

code was used.

= 13 0of 24 (54%) COs did not utilize the 30 - Time Extension reason code selected; instead, the 3F
- Additional Work Desired by TxDOT reason code was used incorrectly.

Documentation

= 8 0f 80 (10%) COs had reason codes that could not be verified for proper use as the explanation
noted in the CO description field or within the supporting documentation retained was not fully
descriptive in providing the purpose for the CO.

Management Action Plans (MAPs):

MAP 3.1 | Completion Date: April 15, 2022 | Division: [ Yes | District: | No

The Maintenance Division (MNT) will:

= Update the Maintenance Contracts Manual with a table to show the most common types of maintenance
change orders and which reason codes should be used (primary and secondary codes, if applicable).

= Work with the Construction Division to develop a change order reason code which is to be used
specifically when a maintenance contract is being extended under a special provision included in the
contract at the time of letting (may or may not include increasing contract monetary value) and add the
new reason code to SiteManager.

= Update Form 2146 with the most common types of maintenance change order reason codes to include
the newly developed contract extension change order reason code.

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

MAP 3.2 ‘ Completion Date: May 15, 2022 Division: | Yes ‘ District: ‘ No

The Maintenance Division will provide a WebEx training to the district Directors of Maintenance/Operations,
Maintenance Engineers, and Maintenance Contract Specialists to explain how to use the new change order
reason code and how to properly document additional change order codes when necessary.

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

MAP 3.3 | Completion Date: June 15, 2022 | Division: [No [ District: | Yes
Upon completion of the WebEx training (as outlined in MAP 3.2), the district Directors of Maintenance/
Operations, Maintenance Engineers, and/or Maintenance Contract Specialists will provide training on the
new change order reason code and how to properly document additional change order codes when
necessary to district employees involved in the creation, review, and approval of maintenance change orders.

MAP Owners: | District Directors of Maintenance/Operations

MAP 3.4 ‘ Completion Date: July 15, 2022 Division: | Yes ‘ District: ‘ No
The Maintenance Division (MNT) will begin performing quarterly reviews of six rotating districts to review a
sample of three change orders per district based on dollar amount and location. The quarterly reviews will
include verification of the use of proper change order reason codes. Results of the quarterly reviews will be
shared with the applicable district(s). MNT will reevaluate if quarterly reviews should continue after all
districts have been reviewed.

MAP Owner: Mark Johnson, MMS & Contracts Section Director, MNT
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MAP 3.5 | Completion Date: August 15, 2022 | Division: [No [ District: | Yes
Results of the quarterly reviews performed by the Maintenance Division (as outlined in MAP 3.4) will be
shared and discussed with the applicable district employees involved in the creation, review, and approval of

the maintenance change orders.
MAP Owners; | District Directors of Maintenance/Operations
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Finding No. 4: RMC Change Order Approvals

Condition

Routine Maintenance Contract (RMC) change orders (COs) were not always approved in accordance
with the district’s delegation of signatory authority. A 2015 Change Order Process audit also
identified maintenance CO approvals not in accordance with the district’s delegation of signature
authority.

Effect/Potential Impact
COs not approved in accordance with the district’s signatory authority could result in TxDOT being
responsible for unauthorized changes to the contract.

RMC COs in three of the eight districts totaled $4.2M were executed by unauthorized district
personnel.

Criteria

The Franchise Model - Change Orders Memo (2012) outlines the signature approval authority for
District Engineers (DEs) to include RMCs. If desired, DEs can delegate their signature approval
authority to their Deputy DE, District Directors, and Area Engineers.

The Contract Services Division provides delegation of signature documents for each district which
outlines the signature authority for maintenance contract COs as well as the delegation of signature
authority.

Cause

District delegation of signature authority documents were not updated nor routinely reviewed to
identify when updates are needed. There was also unawareness of the district delegation of
signature authority thresholds by some employees performing CO approvals.

Evidence
A judgmental sample of 80 RMC COs totaling $27 million from eight districts in FY 2021 were
selected and reviewed to verify approval followed the district’s delegation of signature authority.
= 6 of 80 (8%) COs from three of the sampled districts were not approved in accordance with the
district’s signatory authority.
- Although COs were not approved in accordance with the district’s signature authority, no
COs were approved at a level lower than an Area Engineer within the district.

Management Action Plans (MAPs):

MAP 4.1 Completion Date: July 15, 2022 ‘ Division: ‘ No ‘ District: ‘ Yes
District delegation of signature authority documents will be routinely reviewed and updated (as needed) to
ensure district needs are met and proper supervision over maintenance change orders is provided. Updates
to district delegation of signature authority documents will be communicated to district personnel to ensure
awareness of signature authority for maintenance change orders.

MAP Owners: District Engineers
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Observation and Recommendation \

Audit Observation (a): Signature Authority to Execute Change Orders

The Franchise Model - Contract Change Orders Memo issued on May 30, 2012 did not note a
monetary limit to District Engineers’(DE) change order approvals. In addition, DEs can delegate their
signature approval authority to the Deputy District Engineer, District Directors and Area Engineers if
desired. As illustrated in the below table, a review of eight sampled district’s delegation of signature
authority used to document authorized change order (CO) approvers identified variations in the
monetary thresholds set for RMC CO approvals. Three of the districts had limits that ranged from
$5K to $5M, and five district which had no monetary limit.

Sampled Signature Authority . . .
District to Execute RMC CO Signature Authority or Delegation

1 COs > $300K DE
COs < $300K Director of Operations
COs < $50K Area Engineer

2 No monetary limit - Deputy DE
DE Authority District Director of Maintenance

Eligible for redelegation but not below Area Engineer

3 No monetary limit - DE/Deputy Eligible for redelegation but not below Deputy DE, District
DE Authority Director, or Area Engineer

4 COs < 20% of original contract Deputy DE
price and $5M
COs < 20% of original contract District Director of Maintenance
price and $500K
COs < 20% of original contract Area Engineer
price and $50K

5 No monetary limit - DE/Deputy Eligible for redelegation but not below Deputy DE, District
DE/District Director of Director or Area Engineer

Maintenance Authority

6 COs > $50K DE
COs < $50K Director of Operations & Area Engineer
7 No monetary limit - DE Authority | Eligible for redelegation but not below Deputy Division

Director, Maintenance Section Director, Deputy DE, District
Director, or Area Engineer

8 No monetary limit - District Maintenance Section Director, Deputy District Engineer,
Engineer Authority District Director, or Area Engineer

Effect/Potential Impact:

Inconsistency across district monetary thresholds for change orders may result in approval without
validation the change order is necessary, alternatives have been considered, and the change and
related expense have been considered, verified, and justified.

Audit Recommendation:

District delegation of signature authority for CO approval levels should be evaluated to determine if
standardization of monetary thresholds is needed.
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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

Maintenance Contracts Change Order Scope and Classification
Scope Areas Evaluated

Business Objectives (Reporting, Operational, Compliance) o,.C o.C
Change Order Scope of Work

ERM Component Control Activities Change Order Classification
and Approval

Business Objective/Performance Measures

Control

Resource Capacr
Environment pactty

Forecasting/Budget

Training and Development

Risk Identification/Planning

Risk Assessment/Impact Analysis

Risk Assessment
Risk Response/Cost-Benefit Analysis

Business Continuity

Policies/Procedure Development & Maintenance 1,4 2,3

Review/Approvals 1,4, (a)

Control Activities

Segregation of Duties

Safeguarding Assets

General IT Controls

Data/Information Classification 3
Data/Information Input

Information &

Communication Data/Information Processing

Data/Information Output

Internal and External Reporting

Evaluations/Inspections

Quality Control/Quality Assurance Reviews

Monitoring
Reconciliations
gement nents 2,3
Scope Area Assessment
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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 Maintenance Contract Change Order
Scope and Classification audit which was conducted as part of the Fiscal Year (FY) 2022 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 Maintenance Division Director and District

Engineers on February 14, 2022. The Internal Audit Division appreciates the cooperation and
assistance received from the personnel contacted during this audit.

March 2022 14



