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Contract Management at the
Texas Civil Commitment Office

1 The Office, in executilgmendment Twoomitted the contract
cost, which is a required essential provision that protects the
interest of the State

1 The Office improperly extended the length of the contract and «
not report contract amendments to oversight entities.

1 The Office had processes that helped to verify vendor compliar
with contract requirementsbut it did not always verify the
accuracy of sanctions assessed for certain staffing requiremen

_ i w R 1 The Officadid not report vendor performance for fiscal year 202
Lisa R. CollieGPA, CFEIDA until after auditors identified the oversight
State Auditor Sy

The Texas Civil Commitmedtfice (Office)did not have an effective process for
amending its contract with Management & Training Corporation (MTC) for the
operation and managementfche Texas Civil Commitment Center (Center) for 1 Audit Objectiv¢ p.28
the treatment and monitoring of sexually violeptedators As a result, the
Office executed a contract amendment that did not comply with state
requirements because it removed the price terms and impropextgnded the
length of the contract period.

f Background p.4

This audit wagonductedn
accordance with Texas
Government Codé&ectiors
The Office hd processesn place to monitor whether MT®as operating and 321.013 an321.0132
managing theCenter in accordance with contract termscaother applicable

requirements; however, it shoulstrengthen certairprocesses for monitoring and calculating sanctions,

as well agonsistently report vendor performance as required

(PRIORITY MEDIUM \

CONTRACT AMENDMENRTEESS CONTRACT MONITORING
The Office amendedts contract with MTC that ¢KS hTRI0SIa Y 2yiRily3 LIi20S35SE KSIL) SyadiS that
resulted inomitting the total costfrom the contract the Center is opeaxted in accordance with contrac
and chan@ngthe contract term to 20 years requirements.However, opportunities exist to
Chapter .5 strengthen certain monitoring activities.
Chapter2-A| p.16

( Low

’ HIGH

INFORMATION TECHN@YO

The Office appropriately restricted access and h
controls to ensure the reliability of its thifparty
case management system.also appropriately
restricted access to its contract moniing tools

Chapter3| p.27

June2023| Report No 23-034

VENDOR PERFORMANCE
¢KS hTTi0S NSLI2NISR 2y a¢/ia LISIF20Y 1y0S 121 1130l
years 2020 and 2021, but it did not report
performance for fiscal year 202@til after auditors
identified the oversight
Chapter2-B| p.23

For more information about this audit, contact Audit Manager
Willie Hicksor State AuditorLisa Collieat 512-936-9500
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Figure lpresents a comparison of certain terms between the original contract@dontract
after execution of Amendment Two

Figurel

Changes in Required Terms betweenthe Original Contract and the Amended Contract

—

Original Contract Amendment Two

u . ] Amendment omitted the
The total funding. . . shall not Replaced with: “Intentionally — —
exceed $91,451,769.00.” Omitted” total amount of contract.

o AL Amendment Two Amendment committed the Office
Renamed clause to: “Relocation

. . __ to not relocate the Center prior to
. of the Texas Civil Commitment ———
the Contract” clause Center” the end of the 20-year term.

“Option to Extend the Term of

SourcetKS hT1i0Sia 02yI-0ir iyOfizRly3 1Y SyRY Syfiial SliK ac¢/.

Summary of Managemerié Response

Auditors made recommendations to address the issues identified during this
audit, provided at the enaf certain chaptersn this report The Office agreed
with mostof the recommendations in this repgrhowever,it did not agree

with the findingthat its contract with MTC was improperly extended and lacked
required termssuch as total contract cosor thatit should consider tracking
vendor compliance rates when determining vendor performance.

¢KS h1710504 1SaLI2yASE (2 (1KS ALSOWI0 NS02 Y'Y SyRI-ii2ya IS LINSASYUSR lySI-O0K
chapter and its full response letter is presentedhimpendix 2
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Ratings Definitions

Auditors used professional judgment and rated the audit findings identified in
this report. The issue ratings identified for each chapter weetermined based
on the degree of risk or effect of the findings in relation te &udit

objective(s).

PRIORIT:Yssues identified present risks or effects that if not addressed awmitldally affect the
IzRIISR Sytiena 1-oiiie (2 SFSOdSE IRY yrais ikS LN23NI-Y oaikTizyOii2y6a) 1-RIISRY Immediate
action isrequiredto address the noted concern(s) and reduce risks to the audited entity.

HIGH Issues identified present risks or effects that if not addressed caldtantially affectthe
I-zRIGSR Symiiend 1-oiiie d2 SFS0MdSte I-RY yraish (KS Li23nl-Y 6aikFdzyDii2yedl audited. Prompt action i
essential to address the noted concern(s) and reduce risks to the audited entity.

MEDIUM lIssues identified present risks or effects that if not addressed coolderately affectthe )

I-ZRISR Sy/ind 1-oifiie (2 STTS0MgSte I-RY Iyraisy (kS Lii2anl-Y eaokFdzyOli2yoa0 1-izRIGSRe 10ii2y 1a
needed to address the noted concern(s) and reduce risks to a more desirable level.

LOW The audit identified strengths that support the audited k& I-0ii@ (2 I-IRY lyRaiSH (KS
program(s)/function(s) audited or the issues identified do not present significantaisk$ects that

o20fR ySAIIPSE 191500 (KS 1-zRIISR Syfiiena I-oiiie 2 STSoiigSte I-RY hyraisl ikS
program(s)/function(s) audited.

Formore onthe methodologyfor issue ratingsseeReport Ratings Appendix 1

| An Audit Report on Contract Management at the TeéXia Commitment Offide23-034 June2023
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Background Information

The Texas Civil Commitment Office (Office) is responsible for the supervision and
treatment of civilly committed sexually violeptedatorsand is administratively

attached tothe Health and Human Services Commission. The Office has a contract with
Management & Training Corporation (MTC) to operate and manage the Texas Civil
Commitment Center (Center) in Littlefield, Texas, for the treatment and monitoring of

sexually violenpredators, which theOffice0l-fta a0fiSytiars C21) 4SIAI0Sa a¢/ LN2GIRSR 14
27 550SY 0S5 omI HAHHE (KS hTTi0Sia L8 Y Sylia 2y iKS 02yill-0d (2014SR PpnimyTITmi

The Officeprovides treatment services to clients througlfige-tier rehabilitation
program.Tiersl through4 are providedby MTCat the CenteyTier5 isprovidedwhile
the client is residingutside the CenterAs of February 2023, the Office indicated that
the Center housed 435 clientSigure2 summarizes the type of treatment each tier
provides to a client.

Figure2
The Officed Bive-tier Rehabilitation Program

Responsibility

Tier This tier will assist the client in building problem solving skills and focuses on
l how good decisions are made. Clients will learn to take accountability, develop

an understanding of healthy vs deviant sexuality, work on understanding
\thinking errors and demonstrate a readiness to change.

-

- -  a—
Awareness and Discovery | R . . . . . ... . .. -

R . . . . . EEEEEEEEEEEE
The client will work on disclosure of offending behavior and their offense cycle,

Tier sexual history and relationships. This tier will help the client work on their risk b
factors and develop a path towards establishing a balanced, self-determined a I a
lifestyle that is incompatible with offending behavior. I

-
. . - - Tiers 1 through 4 are
Heithy Relationships & Empathy provided at the Center.
Tier  This tier will assist the client with controlling his risk factors, help build

relationship skills and work on understanding others in a more empathic and
emotionally healthy manner.

™M

-
Preparation for Community Reintegration

Tier The client has the opportunity to receive support and guidance while reinforcing
1 the new skills they have learned in treatment and prepares the client to return

 the community.
’ ﬁ
~ -

Community Treatment

The client will continue to receive treatment and supervision that will reinforce

Tier the skills learned in treatment. The goals for Tier Five are for the client to . A .
continue to build healthy relationships and social support systems, identify T|er. 5is provided
high-risk situations, and to be a productive citizen who is free from offending outside the Center,

behavior with the ultimate goal of no more victims.

Source: The Office.
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Chapter 1

PRIORITY
[ ] Contract Amendment Process

Asof May 2023, the Texas Civil Commitment Office (Office) had executed two
contract amendments to its contract with Management & Training Corporation
(MTC). WhillAmendmentOnechanged certain compliance standards related
to client treatment services provideat the Texas Civil Commitme@entet
(Center) iKS hT11050a execution ofAmendment Twowhich changed the

contract term from 5 yearéwith options to extend it another 4 years) 20

years did not ensure that changes to the contracimplied with State
procurement requirements

The Office omitted the total cost from the contract.

The Office replaced the original $91.5 million total cost of the contract with
ahyliSyti2yl-t2 2Y1iiSRé oKSy i SES0uiSR 1Y SyRY Syl Two, which was

effective June 15, 2022 heOffice did not develop new contract cost estimates
or projections based on the amended-28ar contract term. The amended
contract still contained @ricing schedulg& but that schedule extended only to
August3l, 224, while the amended scope of the coatt is through August

31, 2039.

Both theState of Texas Procurement and Contract Management Guide¢he
Health and Human Services System Procurement and Contract Management
Handbookrequire contracts to contaiessential clauses, includiagcost

clauseto protect theinterests of the State.

1 AmendmentOnerevised certain compliance standards and added other reporting requirements for
ac/la 14aSaaY Syt 27 065yt 1-yR (IS Syt 48141054 LIRAIRSR? ¢KS 1Y SyRY Syt &4 SESOMISR 2y iryS
22, 2020, and effective July 1, 2020.

2The pricing schedule lists the per diem rate per client for each fiscal year of the original contract term
from September 1, 203 %hrough August 31, 2024

l An Audit Report on Contract Management at the Texas Civil Commitment [J8c@34 June2023
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The Office improperly extended the length of the
contract.

Amendment Twanodified the original contract term of $ears (with options
to extend it another 4 yearsd a new term of 20 years (séagure3).

Figure3
Original Contract versus Amended Contract Term

2019-2024 Optional 2024-2028

—l " ! Original contract term (with extensions) = 9 years
| I I
Original 5-year Extension  Extension
Contract for 2 years for 2 years _
2019-2039 Amended contract term = 20 years
!
Amendment Two - 20-year Contract
Term

SourcetKS hTr0Sia 02yall-0ir lyotizRly3 I'Y SyRY Sytial glik a¢/o

TheState of Texas Procurement and Contract Management Gedgleres
contract changes toemain ghiKly (KS 80215 2 iKI-i 02yil-0ia &260i1-ii2ys 1
material or substantial change in the scope of work for the contract may
require a new solicitation to ensu@@Y Lfll-y0S &K (KS {il-iS0a 02 Y LISiigs
procurement requirements. Texas Government Code, Section 2155.088,
defines a material change to a contract as one that (1) extends the length of
the contract for6 months or more or (2) increases the amount to bedpander
the contract by at least 10 percent.

In addition,Amendment Twaeplaced the option to extend the term of the
contract with an agreement to not relocate the Center from the facility
currently owned by MTC prior to the end of the-g8ar term. If he contract is
terminated, the Office is required to list the MBWned facility as the
ALINSTSINGR &iSe 720 TazidziS aSNAI0Sa0 ¢Kia NSalOi2y aiFymmiol-yite 1iSISR (KS
scope of work presented in the original solicitation.

l An Audit Report on Contract Management at the Texas Civil Commitment [J8c@34 June2023
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The Office indicated that itomsulted with the Office of the Comptroller of
contract term.Based on documentation provided by Office, the
/2YLIi2tS0a h11oS 1RGSR iKIHi iKS State of Texas Procuremearid Contract
Management Guideecommended a maximum foyear term as a general
best practice, butecognized business needs and other considerations may
dictate a longer term.

¢KS /72YLIiN2(ESINg hTr0S 1S02Y Y SyRSR (KS dzaS 27 I- wSljiSai C21 LyF20Y Hilzy?

to collect information that could assist the Office in deciding whether to
02ylyazS I 0d2NSyd 02y/aul-00 20 1Sa2601de 1265051 iKS /2 Y LiN2SIng hTios

specified that an amendment to extend a contract term beyond what was in
the original solicitation could viate statutory competitive bidding

requirements. It also advised that the amendment, if determined to be beyond
the scope of the original solicitation, could be voided with significant
02yaS1jiSy0Sa - ISR 2y7iKS I-RAI0S 27 (KS /2 Y LIiN2ttSia hioSt hrios
management informed members of its Board of those risks in a June 2020
meeting Amendment Two was executed two years latedune 2022.

The Office did not comply with requirements in the
General Appropriations Act for reporting contract
amendments.

TheOffice did not report the two contract amendments to the governor, the
lieutenant governor, the speaker of the House of Representataad the
Legislative Budget Board (LBB), as required by the General Appropriations Act.
Figure4 on the next pagsummarizes the reporting requirements that state
agencies must follow after executing an amendment.

3 The State of Texas Contract Management and Procurement Gtaighs that a Request for
Information (RFI) is a research method used to gather information directly from the industry
about a particular type of product or service. One of the benefits of the RFI process is that
IyR20Y iy LSHitySyt 2 1-y"1-3Sy080a odzatySaa ySSR 1a 26iltySR Iy liSH time directly from the
vendor community The information obtained might includspplicable industry standards, best
practices, potential performance measures, cost structures or pricing methodologies, and
feedback on innovative items.

l An Audit Report on Contract Management at the Texas Civil Commitment [J18e834 June2023
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Figured
Reporting Requirements for Contract Amendments

A state agency is required to:

f Notify the LBB before the 30th calendar day after executing the
contract and each amendment.

' Notify the governor, the lieutenant governor, and the speaker of the
House of Representatives no later than the 30th day after the date
of discovery that the expected total value of the contract
subsequent to an amendment exceeds the total value of the initial
contract by 10 percentP

aThe notice must include the amount of the cost increase, the reason for the cost incasasany
opportunity the state agency had to lessen the cost or to purchase the service from another ve

b As previously discusseithe Office did not develop a new contract cost estimate or projection fi
the amended 26year contract term; however, it is reasonable to conclude that the total value o
the contract would exceed the initial value by 10 percent or more.

Source: ArticleX, Section 7.04 (d), (g) and (h), the General Appropriations Act (87th Legislatur

By not reporting the amendments as required, the Office avoided the oversight
processes that were designed poomote transparency, accountability, and
responsible contract management within the Stateaddition, Article 1X,

Section 7.04 (), the General Appropriations Act (87th Legislatalie)vs the

LBB to determine and notify state oversight entities ieparted contractdoes

not meet state procurement and contracting requirements. The LBB may also
make recommendation®r measuresuch as enhanced monitoring, consulting
with the Contract Advisory Team, or contract cancellation.

Members of the Board didnot complete statutorily
required training from the Comp

¢KS TI2S Y'SY' 65N 27 UKS hT1i0SiE . 2R RIR y2i 1S0SIZS 1KS 1SIjdSR 02y/al-0i
Y Iy1-3SY Syl lilyhy3 LI2AIRSR 68 (KS /2 LiiNi2ttSina hitioSe ¢SEl-a D2gSIyY Syfl
Code, Section 656.053, requsrenembers of the governing body of a state
I-3Sy08 (12 02 Y'LISIS I tS1-ai 2yS 026085 27 (KS /2Y LiN2{Sia hTaioSwa 02yiil-0d
management training.

l An Audit Report on Contract Management at the Texas Civil Commitment [J18e834 June2023
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Recommendations

The Office should:

w Ensure that its contract amendment process consistently complies with
state procurement requirements, including having all required terms,
complying with competitive bidding requirements, and reporting to
state oversight entities.

w Report all contract amendments, including the amount of and reasons
for a cost increase of 10 perdeor more, to the Legislative Budget
Board and other oversight entities as required by the General
Appropriations Act.

w Ensure that members of the Board receive the required contract
Y Iy1-:3SY Sy (iilyry3 LII2GIRSR 68 (KS /2 Y Lii26tSina hTroSe

Management Besponse

1. The Texas Civil Commitment Office can terminate the contract with
MTC at any time if such termination is in the best interest of the
state.

2. Auditors have cited no statutory provision that limits the length of ja
contract extension.

3. The contact extension saved the state approximately $23 million jn
construction costs in a time period in which state agencies
underwent a 5% budget reduction. The extension also ensured that
civilly committed sexually violent predators remained housed in a
confined treatment facility.

4. The contract amendment does not guarantee services at the current
location and does not prohibit the relocation of services to a
different location.

5. The current location was the only location willing to accept the
sexuallyviolent predators supervised by the Texas Civil Commitment
Office.

l An Audit Report on Contract Management at the Texas Civil Commitment [J18e834 June2023
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While TCCO agrees with the recommendations in Chapter 1, TCCO
does not agree that the Center contract was improperly extended and
does not agree that the amendment lacked required termsdatailed
explanation and information regarding implementation of the
recommendations are set forth below.

The audit report states that a total cost is a required essential term that
protects the interests of the state. A different sentence in the report
states that the amendment did not comply with state requirements in
part because it removed the price terms. TCCO strongly disagrees with
these statements. The State of Texas Procurement and Contract
Management Guide does list specific terms that areuiegfl, essential
clauses to be included in state contracts. However, total cost of the
contract is not included in the listing of required clauses appearing as
Appendix 24 to the guide. Additionally, the body of the guide on page
85 discussing essentiaitovisions states "financial provisions (e.g. price
and payment terms)" are to be included. It does not state a total cost is
required. This statement also links to page 56 of the guide where price
and payment terms are further discussed. This sectiom @d&s not
require a total cost. Price and payment provisions are included in the
contract; accordingly, this requirement is met.

The audit report also cites a provision in the amendment which states
TCCO agrees not to relocate the Center during then tef the contract

and that if the contract is terminated and TCCO issues a solicitation, the
Center will be listed as a preferred site for services. This provision is
essentially meaningless. The Center is a specific brick and mortar
location in Littlefeld, Texas. This reading of the language is further
confirmed in the fact that the Center itself and the services are
discussed as separate ideas further in the same section. The state does
not own the land or the several buildings on the property. TCQ@

not and would not relocate a brieknd-mortar multi-building Center.

This provision also is not a prohibition against terminating the contract.
TCCO retains the ability to terminate the contract with no notice as per
the terms and conditions of theontract if such a termination is in the
state's best interest. The provision further does not prohibit the state
from relocating the services or obtaining additional services elsewhere
if such services were available.

Further, the agreement to lishe Center as a preferred site for services
also has no practical impact on the state. The provision requires two
conditions precedent to listing the Center as a preferred site for

l An Audit Report on Contract Management at the Texas Civil Commitment [J18e834 June2023
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services: 1) TCCO's contract with MTC is terminated and 2) TCCO issues
a sdicitation. As a practical matter, both conditions would not be met

to invoke the clause requiring the Center to be listed as a preferred site.
Due to the length of time the state procurement process takes and
TCCO's need to have continual servicesherdlients, TCCO could never
terminate the contract with MTC prior to having already issued a
request for proposals (RFP) and obtaining services elsewhere (if
assuming another provider started offering such services). This is
further evidenced by the ordeof the events in 2019 when MTC was
awarded the contract the existing contract with the first vendor
remained in place until after an RFP had been issued, responses
received, and a contract awarded to a new vendor. Only after the award
was made from thdRFP was the existing contract terminated. There is
also no prohibition against seeking additional services elsewhere or
relocating services to a different location without terminating the MTC
contract, which has no guarantee of volume or number of ctient

housed at the Center. Finally, even assuming TCCO were to list the
Center as a preferred site for services, it does not guarantee that
location would be chosen as the future location for services; however,
retaining the state employee case managemeiatfisthat oversee this
population would further the state's best interest by providing

continuity of care to a dangerous client population.

The report states that the Office improperly extended the length of the
contract. TCCO disagrees with the findingt the contract extension

was improper. While the extension is outside standard recommended
contract terms, TCCO's business needs necessitated a longer contract
and the extension is in the best interest of the state as described in
further detail below. The state Procurement and Contract Management
Guide, on page 58, states that while as a general policy it is
recommended that the maximum duration for a contract be four to five
&SHIEL ahyRIZIRz I odzalySaa ySSRa Y I-8 RIOUI-IS I RIFFSISy LISI2RIE £1-3S

85 further states that the "Guide must recognize the unique contracting
needs of the individual agencies and provide sufficient flexibility to
accommodate those needs, consistent with protecting the interests of
the State."

TCCO is required by statute to pide appropriate and necessary

housing and supervision to civilly committed sexually violent predators.
Each individual in TCCO's program has been convicted of at least two
sexually violent offenses and has been determined to have a behavioral
abnormalitywhich makes the individual likely to engage in a repeated

l An Audit Report on Contract Management at the Texas Civil Commitment [J18e834 June2023
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predatory act of sexual violence. Accordingly, TCCO is required to
provide intensive supervision and treatment to the individual until such
time as he has been released from commitment by the cattimg

court. TCCO is an extremely small state agency allotted only 37 FTEs to
accomplish the monumental task of working to keep the public safe

from these sexually violent predator clients while at the same time
providing appropriate treatment and supasion. As a 37 FTE agency

that does not have a statewned facility, TCCO cannot directly provide
the necessary housing, supervision, and treatment services to clients
without the use of contracted services.

Prior to locating the Texas Civil Commitmenntgein Littlefield, Texas,
TCCO visited more than 130 locations in an attempt to find suitable
housing and treatment for sexually violent predator clients. No suitable
location that was willing to accept sexually violent predator clients was
located. Addionally, TCCO had previously issued an unsuccessful RFP in
2014 to locate services. In 2015, TCCO issued a subsequent RFP and
received one responsive proposal which was to provide housing,
including 24/7 security and an onsite medical clinic, and sendér
treatment at the Texas Civil Commitment Center. The proposal met
TCCO's needs and TCCO contracted with that entity in 2015. In 2018
after experiencing issues with the first vendor, TCCO issued an RFP
seeking an additional or different vendor. In pesse to that RFP, TCCO
received two proposals. However, only one proposal was responsive.
As a result, in 2019 TCCO contracted with MTC to provide security and
sex offender treatment at the Texas Civil Commitment Center. At that
time, the Texas CivibGmitment Center was owned by the City of
Littlefield and leased to MTC.

The original capacity of the Center in 2015 was 346 sexually violent
predator clients. In 2020, the capacity had been expanded through
internal reconfigurations to 372 with an aifidnal 26:bed expansion
pending. However, it was clear that at least one additional building was
necessary to expand the capacity to allow for the average intake of 35
clients per year. On May 27, 2020 MTC submitted a request to TCCO to
extend the contact to August 31, 2039 which would allow MTC the
opportunity to plan for the expansion of the Center to include multiple
construction projects at no cost to the state to result in a final capacity
of 750 clients. At the same time, on May 20, 2020 TCCOédwad

notified via a letter from Governor Abbott to submit plans for a 5%
reduction in budgets for fiscal years 2020 and 2021.

l An Audit Report on Contract Management at the Texas Civil Commitment [J18e834 June2023
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In considering the request and with knowledge of the difficulty in
locating services for this population, TCCO sought guidaoce

experts. Specifically, TCCO spoke with an HHSC Associate Commissioner
over procurement as well as a Deputy Chief Counsel over Statewide
Contracts at the Comptroller's Office to determine whether arygar
extension for a total term of 20 years wasrpitted by state law.

TCCO spoke with the HHSC Associate Commissioner because HHSC
procurement and contracting services issues TCCO's procurements as
part of the administrative attachment. TCCO was further referred to
the Comptroller's Office Deputy @ Counsel by the HHSC Associate
Commissioner. In discussion with both experts, it was stated that the
Procurement and Contract Management Guide generally recommends a
four-year or fiveyear contract term as a maximum term, there may be
cases in which aagency's individual business need dictates a longer
term and there is not a maximum limit set forth in state law. The HHSC
Associate Commissioner also cited TCCO to a provision in the General
Appropriations Act regarding the extension of contracts thad ha

already been in effect for multiple years as of August 31, 2019. This
provision was not applicable to the MTC contract as it had an effective
date of September 1, 2019. Neither expert cited to other provisions of
the General Appropriations Act. Addtially, TCCO discussed the
potential risks of an extension with the Comptroller's Office Deputy
Chief Counsel at length. One of the risks to an extension that was
discussed was the risk for a protest or challenge by another potential
vendor arguing thathie extension violated competitive procurement
requirements and that the potential vendor would have bid were they
aware of the possibility of a term longer than the/8ar term in the

original contract. If successful, such a challenge could have sighifica
consequences. TCCO believed such a challenge to be a remote
possibility as only one responsive bid was received to the 2018 RFP. In
this case, the services to be performed, requirements, clients, and
location all remained the same and the originaigttion and resulting
contract explicitly allowed for amendments.

In reviewing the business need for a longer contract term, the provision
of housing and treatment services in a confined treatment facility for
sexually violent predators is a uniqueatk The Center is the only

facility of its kind in the state and the Texas program is one of only 21 in
the country. The marketplace of vendors who provide both security
and treatment services to sexually violent predators is only two vendors
in the Unied States; the vendor TCCO contracted with in 2015 and

l An Audit Report on Contract Management at the Texas Civil Commitment [J18e834 June2023
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MTC. The number of locations in the state willing to accept sexually
violent predator clients in their community is even lessfter visiting

more than 130 locations, only one location (Littlefieléxas) was

willing to allow these clients in their community that also had a facility
that was appropriately conducive to a treatment environment.
Additionally, TCCO has multiple mechanisms to verify that the
marketplace of vendors has not changed thrbagt the term of the
contract. Prior to extending the contract, TCCO was aware of the
marketplace of vendors and no alternative suitable vendors existed
outside a vendor TCCO had already utilized and terminated the
contract. First, TCCO can issue periogguests for information to seek
information from the marketplace regarding any new vendors that may
be providing security and treatment services for civilly committed
sexually violent predators. Second, there are only 21 civil commitment
programs for seually violent predators in the United States. TCCO staff
is very involved in the Sex Offender Civil Commitment Programs
Network which is a trade organization of sorts for similar programs in
other states. TCCO has staff members who sit on the boardeof th
organization, is actively involved in discussion of issues with other states
and attends conferences to obtain relevant updates. Through this
participation, TCCO is aware the only two vendors providing both
confined security and treatment services favily committed sexually
violent predators are TCCQO's former vendor and TCCQO's current vendor.
Another vendor provides treatment services but does so inside a-state
owned and operated facility. TCCO has no such facility. TCCO reviewed
the guidance fronHHSC and the Comptroller's Office and presented the
risks and benefits to the TCCO Board in an open meeting. After a
lengthy discussion of the risks and benefits of the extension, to include
the risk of not having a place to house civilly committed sywéolent
predators and the benefit of cost savings to the state, the Board voted
to approve the contract extension on June 18, 2020.

Auditors have cited no statutory provision that limits the length of a
contract extension. Additionally, there wae harm to the state in

issuing the extension. In fact, the extension saves the state money and
means that services are provided, at rates agreed upon in the very
different economic climate in 2019, and the state does not have to pay
the approximately $23nillion in construction costs to build the
expansion buildings. The state is receiving the benefit of the expansion
without cost.

l An Audit Report on Contract Management at the Texas Civil Commitment [J18e834 June2023
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While TCCO disagrees with the findings discussed above, TCCO agrees
with the recommendation regarding the contract amendm@nocess

and will continue strive to do so. The agency's Staff Attorney and
Special Projects Coordinator will remain responsible for these tasks.

With regard to amendment reporting, TCCO agrees the amendment
was not formally reported to the LBB in enely fashion. However,

TCCO has since rectified this oversight by reporting the contract
amendment in the two HHSC systems (SCOR and CAPPS Financial) that
flow into the LBB contract reporting and will do so upon execution for
future amendments as well.The agency's Staff Attorney and Special
Projects Coordinator hold responsibility for ongoing implementation.
Additionally, TCCO has spoken with LBB contract oversight leadership
regarding available training and will schedule additional training for
TCCOtaff responsible for contract oversight. It is, however, important

to note that the reporting completion is not related to attempting to
evade transparency or oversight. Rather, while TCCO may not have
complied with the letter of the requirement, the spiof the

requirement in informing stakeholders was met by TCCO discussing this
expansion publicly and in several different forums. A State
Representative and Chair of a committee with oversight over TCCO was
present at the meeting when the extension wagproved. TCCO

verbally informed theoffices of two State Senators who have interest in
the program and provided presentations to legislative committees that
expansion at no cost was secured. TCCO also referenced that
expansion at no cost to the state w@roposed and approved by TCCO's
board in routine quarterly status reports sent to LBB staff.

TCCO was not aware of the existence of the Comptroller's Governing
Bodies webinar training; TCCO agrees this training was not completed
prior to the start ofthe audit. Upon becoming aware of the training,
TCCO reached out to the Comptroller's Office training division and the
staff there initially was also not aware of the training's existence or how
to access the training. TCCO also spoke with staff at2A8(¢Z2\l4
Appointments Office who was also not aware of the training. After
working with a different staff member in the training division, the
webinar was located and instructions provided for registration. TCCO is
committed to training and continuing etation; as of May 23, 2023, all
TCCO Board members as well as TCCO's Executive Director and Staff
Attorney have completed the training.
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.« Chapter 2-A
Contract Monitoring

MEDIUM

The Officeds monitorita processe
the Center isoperated and managed in accordance with
contract requirements.

¢KS h17i0S KI-R LNI20SE5Sa I-yR NSEIHISR 02yl (K10 KSEL (2 gSIiTe ac/id
compliance with the contract requirements for treatment and operational
services provided to the Center. However, oppaities exist to strengthen
certain monitoring activitiegrigure5 summarizes monitoring activities the
hTH0S LISIF21Y "SR {2 gSiiFe a¢/ta 02 Y L-y0S flom September 1, 201 %0
December 31, 2022.

Figureb
Types of Monitoring Activities
i=
Treatment & Grievances Billing & Invoice Staffing Levels
Monthly reviews of 100% of Monthly reviews Monthly reviews of staffing and

occurrences any resulting sanction/credit

Off-site Medical Care Compliance Reviews Contract Management
Reviews as expenses are incurred Periodic reviews of requirements in the & Treatment Providers

contract’s scope of work Approval as hired

@ Monitoring activities addressed contract requirements tested.

Monitoring activities should be strengthened.

Source:. The Officd-yR I-RIi2NA0 (Sad NSadztiA.
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TheOfficehad adequate monitoring processes and controls over the following

)]
@
Q
S

dient treatment and grievancesAll 8 treatmentrelated sanctions that
% auditors tested, totaling $731,831, and all 8 grievanelated sanctions
tested, totaling $112,71Qyvere properly supported, accurate, and
complied with contract requirements.

Billing andinvoicing All 8 invoices that auditors tested, totaling
$11,020,730, were properly supported, accureaad complied with
contract requirements.

(-]
Q)

Reimbursements for ofite medical careAll 3 reimbursements
auditorstested, totaling $983,484, were properly supportextcurate,
andcomplied with contract requirements.

2]
Q

Qualified staff. The Officgoroperlyverified and approvethe
gualifications fothe 5 MTC employeewhom auditors tested as
required by the contractThe Office ensuretthat the 4 sex offender
treatment providers and the facility manager met the minimum
qualification requirements.

@

The Office should develop and document a contract
monitoring plan to help ensure that it consistently
performs compliance reviews.

The Office did not perform a risk assessment or have a documented contract
monitoring plan to determine the priority of monitoring activities and the
timing of those activities. Both th8tate of Texas Procurement and Coritrac
Management Guidand theHealth and Human Services System Procurement
and Contract Management Handboadquire the development of planning and
monitoring tools to assedbe risksassociatedvith a contract to effectively
focus monitoring resource§.orexample, a monitoring plan could help the
Office ensure that its compliance reviews provide adequate coverage
throughout the term of the contract (see text box on the next page for more
information about compliance reviews).

4The audit results descrdnl are based on a sample of documents tested for each area
identified. SeeAppendix Ifor more information about the populations from which samples
were selected.
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The Office conducthosereviews to monitor

contractor compliance witlecertain Compliance Reviews
USIjazIS Y Sy/tia by iKS 02yil-0loa a02L1S 27 &21110 For itscompliance reviews, the Office
Examples of requirements monitored include  gentifiesthe contract sectionghat
those related to security, transportation, staff  will be reviewed.

training, maintenance, health and food The reviewproces include holding

services, and other cliemecessities. entrance and exit conferences with

] ] MTGC andthe reviewsare usually
Forfiscal years 202and 2022, the Office had a  nqycted onsite. Upon completion

4-month gap (November 2020 through the Office sends eeport to MTCthat
February 2021) and émonth gap (August explains thenoncompliance issues
2021 through March 2022)uringwhich the identified during the reviewMTC is

required to respondo the report
with a corrective actin planwithin 20
days

compliance reviews were not conducted. The
Office asserted those gaps weattae to
employee vacanciednstead of compliance S T G e o Tt
reviews, he Officerelied upon itson-site visits between the Office and MTC
andits daily monitoringcommunicatiors with

MTCto address client incidents, medical

issues, staffingoncernsand other contract compliance issuekentified

during those gaperiods.

The Office should strengthen its processes for
following up on corrective action plans.

The Office appropriately followed up diTQa corrective action plantr 4 (67
percent) of 6 compliance reviews tested. Howewke Office (1) didhot follow

up on the corrective action plan for one review and (2) did not send the review
results to MTQor the other review whichwould have promptedhe

requirement for a corrective action plan.

The contract requires MTC to subraitorrective action plan within 20 days of
receiving a report detailing the noncomplianitee Office identified during a
compliance review
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The Office should strengthen its verification process
over MTCod6s staffing |l evels at

The Officehad pli20S33Sa (2 Y 2yii20 a¢/0a ail-Fry3 (505t 1 (KS /SyiSH (2

verify that staff vacancy levels complied with applicable contract requirements
from September 1, 2019, through December 31, 2022. However, it did not
ensure that MTC increased staffing levels vaitinresponding increases in the
client population. As a result, the Office did not assess sanctions against MTC
for not increasing staffing leveis concert with population levelsequired by

the contract.

Additionally, the Office did not always verityet accuracy of the sanctions
I-43S53SR T2l ax¢/0d y2y02 Y LI-y0S 121 20K S &1-Fy3 NSIjiiS Y Syliae {LISOm0Ite!
for 8 sanctions tested, totaling $350,894:

w Six (75 percenBanctionswere incorrecly calculatedThe

miscalculationgsesulted in 2 sanctions baig overstated, totaling
$14,379,and4 sanctions being understated, totaling $23,834

w The remaining sanctions test&gere properly supported, accurate, and
complied with contract terms.

Inadequate monitoring and enforcement of sanctions for not meetitagfing
level requirements increases the risk that MTC may provide substandard
services that could threaten the health, safety, and quality of treatment
services provided to clients at the Center.

Recommendations

The Office should:

w Develop, document, ananplement a periodic risk assessment and
contract monitoring plan as required.

w Strengthen its processes to ensure that it consistently follogven
identified noncompliance fronsompliancereviews, including receiving
and responding to corrective actigiians.

w Identify and verify compliance with all staffing level requirements.

® Strengthen its processes for verifying that sanctions are accurately
calculated.
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Managemenb Response

1. The Texas Civil Commitment Office utilizes a robust contract
monitoringcontinuum to monitor the contractor's compliance but
recognizes there is opportunity to strengthen processes.

2. As part of the contract monitoring continuum, the Texas Civil
Commitment Office completes a 100% compliance review of
treatment activities eale month for all clients at the Texas Civil
Commitment Center (currently 446 clients), which is the most crucial
aspect of the services provided.

TCCO agrees with the recommendations of Chapter 2A; however,
TCCO feels important context regarding compliarregiew activities is
lacking from the report. A detailed explanation of those activities and
information regarding implementation of the recommendations are
set forth below.

Compliance review activities conducted by TCCO can be best classified
as being a a continuum with the least formal activity being a staff
member addressing an issue in the moment with immediate correction,
such as an employee not securing a door, to the most formal being the
reports titled "Compliance Review" which consist of foreatrance

and exit conferences, generally with advance notice, and a formal
report following the exit conference. The next level on the compliance
reviewcontinuum would be instances in which TCCO receives a phone
call or text message from a staff memberaven a client at the Center
who is authorized to have a cell phone reporting an issue. Such issues
are then reviewed and addressed with the contractor to correct or
rectify the issue. The vast majority, and most valuable of TCCO's
compliance review aatities, exist in the middle of the continuum and
are unannounced, informal reviews in which a contractor is not aware
that a compliance review is happening or not aware that staff will be
arriving on site to conduct the review. The informal, unannounced
reviews allow staff to observe actual operations in real time.

Auditors stated that no compliance reviews were conducted during an
eightmonth period from late 2021 to early 2022. However, during the
time period referenced by auditors, TCCO staff vidgitkedTexas Civil

Commitment Center on 26 occasions for a combined 84 days. During
each visit, staff observe and monitor the operations of the Center and

l An Audit Report on Contract Management at the Texas Civil Commitment [J18e834 June2023



DETAILED RESULTS Page| 21

address any issues that have arisen. Additionally, even if staff is not
personally orsite at the Cergr such as when the facility was subject to
COVlErelated quarantine for a foumonth period in late 2020 and

early 2021 or in between the 26 compliance review visits in the
referenced eighimonth time period, TCCO continued the work of
addressing issuesdhey arose and working with Center staff and
administration to improve operations. TCCO has also recently assigned
a contract monitor to be present esite at the Center fultime to

provide even more rapid response to issues and even more visibility
into Center operations.

TCCO consistently performs a compliance review of 100% of treatment
activities on a monthly basis for all clients at the Center (446 as of June
15, 2023). These compliance reviews are the most crucial reviews that
TCCO performs dise provision of treatment to clients is necessary for
the continued success of the program and to maintain constitutional
standards. The monthly treatment compliance review involves the
review of documentation of services provided to every client at the
Texas Civil Commitment Center, a review of every activity that was due
for that client in the month and then also a quality assurance review to
determine whether the work performed meets acceptable standards.
This information is then compiled into a maiy penalty report and all
instances of noncompliance are reported to the contractor and an
appropriate financial sanction is applied. As a result of these intensive
monthly compliance reviews and associated financial sanctions, TCCO
applied penalties 0$1,001,454 in FY 2021 and $1,612,092 in FY 2022.
TCCO's ongoing monitoring and management of this most crucial aspect
of the contract has resulted in improved performance to the extent that
FY 2023 penalties have been substantially reduced with a total of
$205,370.00 for the first seven months of the fiscal year.

TCCO agrees that processes can be strengthened for documenting
onsite compliance visits and following up on corrective action plans.
TCCO will draft and implement a policy regarding contraatitodng
activities to include a risk assessment, contract monitoring plan,
ensuring written documentation is maintained of each onsite
compliance visit by TCCO staff and to formalize the process for
submitting site visit and compliance review reports be tcontractor
and following up on corrective action plans. This project will be
overseen by the TCCO Deputy Director and will be completed by
September 1, 2023.
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TCCO agrees that the process for verifying MTC staffing levels as part of
the invoice reviewcan be strengthened. Historically, this process has
been a painstaking, manual review process which leaves room for
computation and other errors. TCCO's Chief Financial Officer has
already begun the process of strengthening this verification procedure.
The Chief Financial Officer, with assistance from TCCO's Data Analyst,
has designed an automated review tool that will complete a final review
of each MTC monthly invoice. This tool is currently being utilized
alongside manual review to allow for testingyiew, and adjustment of

the tool to ensure it meets TCCO's needs. The tool will compare all fees
and credits that have been tabulated by MTC and then recalculate the
same data so that TC@an compare and modify any deviations. By
implementing this nevautomated process all payments will be

processed more accurately and in a more expeditious time frame. Our
goal is to have a fully operational tool by September 1, 2023.
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Chapter 2-B

HIGH
Vendor Performance

The Offi ce r e paformanack foofiscalMT C0O s
years 2020 and 2021, but it did not report performance
for fiscal year 2022imely.

Texas Government Code, Section 2155.089, reqetede  Figure6
entities to report vendor performance to the .
Comptrollia hTfio$ Hi 514l 2y08 S1O0K 88HIT2u Opytingiy ~ Reported Vendor Performance

trAlat g)fgeed $v5AmiIIion. ABigure6 sAhowé, thg Office EY 2020 @
NSLI2NGSR I- RS 27 4. € 120 a¢ /& LISIF2Y 1-y0S for fiscal

8814 it LyR 1 SLIZUISR I- JUIRS 2F 6/¢ T21 ;ae /0 FY 2021 @
performance in fiscal year 2021. Howevedid not

USLIZIG 216/1 LISIFRUY I-y0S 724 1201 88H) Hnw until after FY 2022 b ©
auditors identified the oversighThe Officaeported a

HNJIQS 27 d/é 20 ac/ Nalé H/THOO a Agencies are asked to rate vendor performance on a

scale from A to F each fiscal year (FY).

> Amendment Two, which changed the contract’s term

Consistently reporting vendor performance is important o0 years, became effective in fiscal year 2022
because the purpose of the Vendor Performance Trackir ¢ ptert-

System is to provide state agencies with past vendor

performance information to assist them in magia bestvalue determination

when awarding contracts.

The Office assessed the highest amount of ~ ciient Treatment Requirements

treatment-related sanctions in fiscal year e contract requires MTC make
2022. available to each client housed at th
Center:
® The agreeeupon hours of sex
The contract contains 11 compliance standards, 2 of whict  offendergroup therapyon a
are directlyrelated to client treatment services that MTC is weeklybasis
required to providegroup therapy and individual w At least oneindividual treatment
treatment (see text bofor detail§. For the reporting session every 90 days.
periods discussed above, the highest amount of treatraent j’r?sr&?r:ghe LTS A (OlES
related sanctions waassessed in fiscal yea022 largely

5 The information irFigure6 1a I2Y (KS /2 Y Lii2{tSIa hri051a +SyR21 tSIF20Y 1y0S ¢ll-0y3
System and Amendmeifiwo.
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RazS (i2 I- &KL RSONSI-ES ly a¢/0d 02 Y Lifil-y0S 4liK the group therapy

requirement

AsFigure7 &K2431 61-4SR 2y (KS hT11051a Y 2yli2liyd R200Y Sylil-iizyl a¢/ met

the group therapy compliance standard 70 percent of the time in fiscal year
2022, a significant decrease from fiscal years 2020 and 2021. During the same
irY'S LISWI2R! a¢/04 fulfillment of the individual treatment compliance standard

increasedrom fiscal years 2020 and 2021.

Figure7

Compliance and Assessed Sanctions forTreatment-related Requirements 2

Percent of Compliance

96%

98%

IS Al

Percent of Compliance

i i

59%

67%

Group Therapy Individual Treatment
Weekly Once per 90 Days
FY20 FY21 FY22 FY20 Fy21 Fy22
Amount of Sanctions $656,662 Amount of Sanctions
5623 485,351 $70 $47,600 $36,090 $37,960
per missed ’ $36,757 permissed 1NN NS S
occurrence FY20 Fy21 FY22 occurrence FY20 Fy21 FY22
2Not all totals are equally dividable by the penalty amodug to insignificant differences in the sanction calculations.
Source: ¢KS hTi0S1 Y 2yKi2ity3 R200zY Syflil-ii2y I'yR {KS 02yill-0i 6SiaSSy iKS hTioS IyR ac/.
The Officeshouldtrackthevendord s compls ance r at

AAAAAA

compliance rates! izRIi21& 1zaSR (KS hTrI0S1a Y 2yii2ilyd documentation to
RSSIY'lyS a¢/0a compliance rates with the treatmesrelated compliance
standards discussed above. Thate of Texas Procurement and Contract
ManagementGuidestates that agencies should compare actual performance in
the current period to prior periods in reporting performance. Tracking
compliance could help the Office evaluate and report ovesrdidor

performance, as well as help it determine whetlaelditional monitoring is

warranted.
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Recommendations

The Office should:
w Report vendor performance yearly, as required.

w Consider tracking vendor compliance rates in determining vendor
performance.

Managemenb Response

1. The Texas Civil Commitment Offtcecks vendor compliance with
required treatment services by total sanctions as well as broken out
by activity and therapist.

2. The Texas Civil Commitment Office will implement a policy to include
a suspense system for vendor performance report due dates.

TCCO agrees with the first recommendation of Chapter 2B regarding
vendor performance reporting. TCCO does not agree with the
recommendation regarding tracking vendor compliance rates in the
manner set forth in the report as such compliance is already ked.

A detailed explanation of the tracking of vendor compliance and the
implementation of the recommendation regarding vendor
performance reporting are set forth below.

TCCO agrees the FY 2022 vendor performance report was not submitted
timely. Histoically, TCCO has relied upon a listing of upcoming report
due dates received from HHSC as TCCO submits the reports to HHSC for
upload into the state system and such a listing was not received for FY
2022 yearend. The submission of vendor performance nepavill be
included in the policy referenced above to be developed by September

1, 2023 and will no longer rely upon external prompting; rather, such
dates will be calendared to ensure timely completion in the future.

With regard to tracking compliancates, auditors have recommended

that TCCO consider tracking compliance percentages. TCCO does not
agree with this recommendation and does not feel that tracking by
percentage is necessary. TCCO already tracks compliance as part of the
100% compliance résw of treatment activities each month by noting
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the number of items that are subject to a sanction as well as tracking
separately the number of items that were not completed or that were
completed late. TCCO completes a 100% review of all treatment
activities monthly and a sanction is applied to every instance of
noncompliance. TCCO documents the number of items to which a
sanction was applied in the report provided to the contractor and also
maintains a breakdown of such items by therapist and actiVityadd

the step of calculating a percentage is a distinction without a difference
that would not impact the already 100% review that TCCO completes
every month. Additionally, assigning a percentage may actually
disincentivize a vendor to perform well tems that have a high

quantity of deliverables, ii 1 Y'dzOK {533 1Y LIOGFdzf (2 al-8 dKI-0 ochyi> 27
activities were completed in accordance with requirements" than to say
hvp F0MGISE G SIS £1-6S 1yR NSEdEISR Ny I- LISy1-iié 2T buplnmneé
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[ Low ]ChapterS
— Information Technology

The case management system hadlequateaccess and
application controls.

The thirdparty case management system, Corrections Software Solutions
(CSS), which the Office relied on for monitoring treatment services that MTC
provided toclients at the Center, including the determination of sanctidreg]
adequate controlgo ensure tle reliability of thosetreatment service records.
IRRIiN2y1tRT izaSNE0 100533 @14 FLLN2LII-GS 1yR NSAGNOISR (2 SI-0K dzaSiia

business needs.

The Office appropriately restricted user access to its
shared drive with contract monitoring documentation.

The Officehad processes and controls to ensure that user access to the shared
network drivetwhich containeddata on MTC treatment services, billing
adjustmentsand supporting documentatiomwas appropriate. Specifically,
users were current employees and contractors with a business need to access
the shared drive
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Appendix 1

The following members of the

Objective, Scope, and {GHGS 1| dRAG2NDE &

the audit:

Methodology e o Jerod Heine, MBA, CISA

(Project Manager)

® Daniel Aung Thu

Objective (Assistant Project Manager)
w Erica Chapa, CPA, CFE
® Nick Dufour
The objective of this audit asto determine whether the ® Alex FranklinMPP
Texas Civil Commitment Offi(@ffice)has processes and ® Jennifer Grant, CFE
related controls to help ensure that the Texas Civil ® Lauren Ramsey
Commitment Cente(Center)is operated and managed in ® Henry Vander Vennet
accordance with contract terms and other applicable » Robert G. Kiker, CFE, CGAP

requirements. (Quality Control Reviewer)
o Willie Hicks, CIA, MBA, CGAP
(Audit Manager)

Scope

The scope of this auditcluded thehri0S0d 02yil-00 Y 1y1-3SY Syt Lii2055454
for monitoring and amending its contraaiith Management& Training
Corporation (MTClpr the provided services related to the Centesm
September 1, 2019hrough December 312022.

The scope also included a review of significant internal control components
related to(KS hT#i050a 02yll-0d Y 2yii2ity3 Lii20S&aS40
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Methodology

We conducted this performance audiom January 2023 through May 208
accordancewith generally accepted government auditing 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
conclusims based on our audit objectivéVe beileve that the evidence
obtained provides @aeasonable basis for our findings and conclaosibased on
our audit objective In addition, during the audit, matters not required to be
reported in accordance witovernment Auditing Standardsere
communicatedo Officemanagement for consideration.

Addressing the Audit Objective

Duringthe audit, we performed the following:

® InterviewediKS hTfi050a management andtaff to gainan
understanding of the activities related to monitoring, sanctioning, and
amending its contract with MTC.

w Identified the relevant criteria:
o0 Texas Govement Code, Chapters 656, 2155, 22&nd 2261.

0 TexasAdministrative Code, Title 1, Part 10, Chaj#@?; and Title
34, Part I, Chapter 20.

0 The General Appropriations Acts {B@&nd 87th Legislatures).
o0 The contract, including amendments, between the Office and MTC.

o State of Texas Procurement and Contract Management Guide
Versions 1.3 and 2.1.

0 Healthand Human Services System Procurement and Contract
Management HandbogkVersion 1.1
® ¢SSR (KS RS&ITy 2F (1KS hTwI0S0a 02yiI-0i Y 2yAiity3 LIi20S53S4 (2
determine whether they were sufficient to identify whether MTC is
performing according to terms of theontract.
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w Tested user access to and verified application controls over (1) the case
management data in the Corrections Softw&welutions (CSSystem
I-yR 01O (KS hTFI0S08 AKIHISR ySig 20 RIGS dzaSR {2 ali21S 01-4S
management documentation.

w Verified whetter the CSS system was hosted in a secure environment
and controls were suitably designed and operating effectively.

w Reviewed and analyzed Office vendor payment data to determine its
reliability for population identification and sample selection.

w Verified gKSiKSI iKS hT110S0 02yuil-0i Y Iy1-3SY Syl KIyRo221 &l
consistent with theStateof Texas Procurement and Contract
Management Guidend verified the contract manager licenses.

w Tested ompliance reviews, including any corrective action taken, to
determinewhetherthe Office ensurd that MTC provided treatment
services in accordance Witontract requirements.

w Tested monthly vendor payments to determine accuracy and timeliness.

w Tested billing adjustments related to sanctions, grievances, and staff
vacancis and overtime to determine whether the amounts were
supported, accurate, and complied with contract requirements.

w Verified whether reimbursements for effite medical expenses incurred
by clients and paid by MTC were supported, accurate, and complied
with contract requirements.

w Verified whether MTC employees located at the Center were qualified
and held applicable certifications and licenses.

Sampling Auditors selected the nonstatistical samples describdeigure8 on
the next page for tests of compliance and controls. The samples were not
representative of their populations; therefore, it would not be appropriate to
project those test rests$ to the population Figure8 shows the populationthe
sample size, and the sampling methodology used for testing.
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Additionally, auditors verified that (1) access was appropriately restrated

(2) applicable amounts were accurately calculated for the spreadsheets that
the Office used to determinsanctions and grievance deductions. Auditors
determined that those spreadsheetgere complete, valid, and sufficiently
reliable for the purpossgof this audit.

Report Ratings

In determining the ratings of audit findings, auditors considered factors such as
financial impact; potential failure to meet program/function objectives;
noncompliance with state statute(s), rules, regulations, and other irequents

or criteria; and the inadequacy of the design and/or operating effectiveness of
internal controls. In addition, evidence of potential fraud, waste, or abuse;
significant control environment issues; and little to no corrective action for
issues preiously identified could increase the ratings for audit findings.
Auditors also identified and considered other factors when appropriate.
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|Appendix 2

Texas Civi | Commi t ment Of f
Letter

TEXAS CIVIL COMMITMENT OFFICE

MARSHA MCLANE
EXECUTIVE DIRECTOR

June 16, 2023

Ms. Lisa Collier

State Auditor

1501 N. Congress Avenue
Austin, Texas 78701

Re:  Texas Civil Commitment Office Management Responses
Dear Ms. Collier,

As requested, attached please find the Texas Civil Commitment Office's management responses to the
State Auditor's Office report on Contract Management at the Texas Civil Commitment Office. The
management responses consist of an executive summary and more detailed response specific to each
of the findings listed within the report. If you have any questions, please do not hesitate to reach out
via phone or email.

Sincerely,
Marsha McLane

Executive Director

Phone (512) 341-4421 e Fax (512) 341-4645 » 4616 W. Howard Lane e Building 2, Suite 350 e Austin, Texas 78728
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Page 2 of 9

Texas Civil Commitment Office Management Response to State Auditor's Office
Report on Contract Management at the Texas Civil Commitment Office

1. The Texas Civil Commitment Office can terminate the contract with MTC at
any time if such termination is in the best interest of the state.

2. Auditors have cited no statutory provision that limits the length of a contract
extension.

3. The contract extension saved the state approximately $23 million in
construction costs in a time period in which state agencies underwent a 5%
budget reduction. The extension also ensured that civilly committed sexually
violent predators remained housed in a confined treatment facility.

4. The contract amendment does not guarantee services at the current location
and does not prohibit the relocation of services to a different location.

5. The current location was the only location willing to accept the sexually
violent predators supervised by the Texas Civil Commitment Office.

6. The Texas Civil Commitment Office utilizes a robust contract monitoring
continuum to monitor the contractor's compliance but recognizes there is
opportunity to strengthen processes.

Executive Summary

The Texas Civil Commitment Office (TCCO) contracts with the Management & Training Corporation
(MTC) for the operation of the Texas Civil Commitment Center (TCCC). The TCCC is a confined
treatment facility that provides security and treatment to civilly committed sexually violent predators
and is the only location in the state that was willing to accept TCCO's clients. The priority finding in
the report concerns an amendment to TCCO's contract with MTC which extended the length of the
contract by eleven years. TCCO does not agree the extension was improper. Prior to entering into the
extension, TCCO sought advice from state procurement and contracting experts and determined that
the length of the contract was supported by TCCO's compelling business needs. Auditors have also
cited no statutory provision limiting the length of a contract extension. The extension of the contract
with MTC saved the state approximately $23 million in construction costs for additional housing
buildings at the Center at a time when state agencies were being asked to reduce budgets by 5% and
prevented the risk of not having a place to house civilly committed sexually violent predators. TCCO
agrees the amendment was not formally reported in a timely fashion and will ensure any future
amendments are formally reported as required. However, TCCO complied with the spirit of
transparency by reporting the extension to state senate offices, testifying regarding the expansion
before the legislature, and discussing the expansion in routine status reports. Finally, in monitoring
the contract with MTC, TCCO utilizes a robust continuum of compliance review activities and
performs a 100% monthly review of required treatment activities for all clients which is the most
crucial aspect of the contract.
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Chapter 1: Contract Amendment Process

Recommendations:

- The Office should ensure that its contract amendment process consistently complies with state
procurement requirements, including having all required terms, complying with competitive
bidding requirements, and reporting to state oversight entities.

- The Office should report all contract amendments, including the amount of and reasons for a
cost increase of 10% or more, to the Legislative Budget Board and other state oversight entities
as required by the General Appropriations Act.

- The Office should ensure that members of the Board receive the required contract management
training provided by the Comptroller's Office.

Management Response:

1. The Texas Civil Commitment Office can terminate the contract with MTC at any time if
such termination is in the best interest of the state.

2. Auditors have cited no statutory provision that limits the length of a contract extension.

3. The contract extension saved the state approximately $23 million in construction costs in
atime period in which state agencies underwent a 5% budget reduction. The extension also
ensured that civilly committed sexually violent predators remained housed in a confined
treatment facility.

4. The contract amendment does not guarantee services at the current location and does not
prohibit the relocation of services to a different location.

5. The current location was the only location willing to accept the sexually violent predators
supervised by the Texas Civil Commitment Office.

While TCCO agrees with the recommendations in Chapter 1, TCCO does not agree that the
Center contract was improperly extended and does not agree that the amendment lacked
required terms. A detailed explanation and information regarding implementation of the
recommendations are set forth below.

The audit report states that a total cost is a required essential term that protects the interests of the
state. A different sentence in the report states that the amendment did not comply with state
requirements in part because it removed the price terms. TCCO strongly disagrees with these
statements. The State of Texas Procurement and Contract Management Guide does list specific terms
that are required, essential clauses to be included in state contracts. However, total cost of the contract
is not included in the listing of required clauses appearing as Appendix 24 to the guide. Additionally,
the body of the guide on page 85 discussing essential provisions states "financial provisions (e.g. price
and payment terms)" are to be included. It does not state a total cost is required. This statement also
links to page 56 of the guide where price and payment terms are further discussed. This section also
does not require a total cost. Price and payment provisions are included in the contract; accordingly,
this requirement is met.
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The audit report also cites a provision in the amendment which states TCCO agrees not to relocate the
Center during the term of the contract and that if the contract is terminated and TCCO issues a
solicitation, the Center will be listed as a preferred site for services. This provision is essentially
meaningless. The Center is a specific brick and mortar location in Littlefield, Texas. This reading of
the language is further confirmed in the fact that the Center itself and the services are discussed as
separate ideas further in the same section. The state does not own the land or the several buildings on
the property. TCCO could not and would not relocate a brick-and-mortar multi-building Center. This
provision also is not a prohibition against terminating the contract. TCCO retains the ability to
terminate the contract with no notice as per the terms and conditions of the contract if such a
termination is in the state's best interest. The provision further does not prohibit the state from
relocating the services or obtaining additional services elsewhere if such services were available.

Further, the agreement to list the Center as a preferred site for services also has no practical impact on
the state. The provision requires two conditions precedent to listing the Center as a preferred site for
services: 1) TCCO's contract with MTC is terminated and 2) TCCO issues a solicitation. As a practical
matter, both conditions would not be met to invoke the clause requiring the Center to be listed as a
preferred site. Due to the length of time the state procurement process takes and TCCO's need to have
continual services for the clients, TCCO could never terminate the contract with MTC prior to having
already issued a request for proposals (RFP) and obtaining services elsewhere (if assuming another
provider started offering such services). This is further evidenced by the order of the events in 2019
when MTC was awarded the contract — the existing contract with the first vendor remained in place
until after an RFP had been issued, responses received, and a contract awarded to a new vendor. Only
after the award was made from the RFP was the existing contract terminated. There is also no
prohibition against seeking additional services elsewhere or relocating services to a different location
without terminating the MTC contract, which has no guarantee of volume or number of clients housed
at the Center. Finally, even assuming TCCO were to list the Center as a preferred site for services, it
does not guarantee that location would be chosen as the future location for services; however, retaining
the state employee case management staff that oversee this population would further the state's best
interest by providing continuity of care to a dangerous client population.

The report states that the Office improperly extended the length of the contract. TCCO disagrees with
the finding that the contract extension was improper. While the extension is outside standard
recommended contract terms, TCCO's business needs necessitated a longer contract and the extension
is in the best interest of the state as described in further detail below. The state Procurement and
Contract Management Guide, on page 58, states that while as a general policy it is recommended that
the maximum duration for a contract be four to five years, “individual business needs may dictate a
different period.” Page 85 further states that the "Guide must recognize the unique contracting needs
of the individual agencies and provide sufficient flexibility to accommodate those needs, consistent
with protecting the interests of the State."

TCCO is required by statute to provide appropriate and necessary housing and supervision to civilly
committed sexually violent predators. Each individual in TCCO's program has been convicted of at
least two sexually violent offenses and has been determined to have a behavioral abnormality which
makes the individual likely to engage in a repeated predatory act of sexual violence. Accordingly,
TCCO is required to provide intensive supervision and treatment to the individual until such time as
he has been released from commitment by the committing court. TCCO is an extremely small state
agency allotted only 37 FTEs to accomplish the monumental task of working to keep the public safe
from these sexually violent predator clients while at the same time providing appropriate treatment
and supervision. As a 37 FTE agency that does not have a state-owned facility, TCCO cannot directly
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provide the necessary housing, supervision, and treatment services to clients without the use of
contracted services.

Prior to locating the Texas Civil Commitment Center in Littlefield, Texas, TCCO visited more than
130 locations in an attempt to find suitable housing and treatment for sexually violent predator clients.
No suitable location that was willing to accept sexually violent predator clients was located.
Additionally, TCCO had previously issued an unsuccessful RFP in 2014 to locate services. In 2015,
TCCO issued a subsequent RFP and received one responsive proposal which was to provide housing,
including 24/7 security and an onsite medical clinic, and sex offender treatment at the Texas Civil
Commitment Center. The proposal met TCCO's needs and TCCO contracted with that entity in 20135.
In 2018 after experiencing issues with the first vendor, TCCO issued an RFP secking an additional or
different vendor. In response to that RFP, TCCO received two proposals. However, only one proposal
was responsive. As aresult, in 2019 TCCO contracted with MTC to provide security and sex offender
treatment at the Texas Civil Commitment Center. At that time, the Texas Civil Commitment Center
was owned by the City of Littlefield and leased to MTC.

The original capacity of the Center in 2015 was 346 sexually violent predator clients. In 2020, the
capacity had been expanded through internal reconfigurations to 372 with an additional 26-bed
expansion pending. However, it was clear that at least one additional building was necessary to expand
the capacity to allow for the average intake of 35 clients per year. On May 27, 2020 MTC submitted
arequest to TCCO to extend the contract to August 31, 2039 which would allow MTC the opportunity
to plan for the expansion of the Center to include multiple construction projects at no cost to the state
to result in a final capacity of 750 clients. At the same time, on May 20, 2020 TCCO had been notified
via a letter from Governor Abbott to submit plans for a 5% reduction in budgets for fiscal years 2020
and 2021.

In considering the request and with knowledge of the difficulty in locating services for this population,
TCCO sought guidance from experts. Specifically, TCCO spoke with an HHSC Associate
Commissioner over procurement as well as a Deputy Chief Counsel over Statewide Contracts at the
Comptroller's Office to determine whether an 11-year extension for a total term of 20 years was
permitted by state law. TCCO spoke with the HHSC Associate Commissioner because HHSC
procurement and contracting services issues TCCO's procurements as part of the administrative
attachment. TCCO was further referred to the Comptroller's Office Deputy Chief Counsel by the
HHSC Associate Commissioner. In discussion with both experts, it was stated that the Procurement
and Contract Management Guide generally recommends a four-year or five-year contract term as a
maximum term, there may be cases in which an agency's individual business need dictates a longer
term and there is not a maximum limit set forth in state law. The HHSC Associate Commissioner also
cited TCCO to a provision in the General Appropriations Act regarding the extension of contracts that
had already been in effect for multiple years as of August 31, 2019. This provision was not applicable
to the MTC contract as it had an effective date of September 1, 2019. Neither expert cited to other
provisions of the General Appropriations Act. Additionally, TCCO discussed the potential risks of an
extension with the Comptroller's Office Deputy Chief Counsel at length. One of the risks to an
extension that was discussed was the risk for a protest or challenge by another potential vendor arguing
that the extension violated competitive procurement requirements and that the potential vendor would
have bid were they aware of the possibility of a term longer than the 9-year term in the original
contract. If successful, such a challenge could have significant consequences. TCCO believed such
a challenge to be a remote possibility as only one responsive bid was received to the 2018 RFP. In this
case, the services to be performed, requirements, clients, and location all remained the same and the
original solicitation and resulting contract explicitly allowed for amendments.
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In reviewing the business need for a longer contract term, the provision of housing and treatment
services in a confined treatment facility for sexually violent predators is a unique need. The Center is
the only facility of its kind in the state and the Texas program is one of only 21 in the country. The
marketplace of vendors who provide both security and treatment services to sexually violent predators
is only two vendors in the United States — the vendor TCCO contracted with in 2015 and MTC. The
number of locations in the state willing to accept sexually violent predator clients in their community
is even less — after visiting more than 130 locations, only one location (Littlefield, Texas) was willing
to allow these clients in their community that also had a facility that was appropriately conducive to a
treatment environment. Additionally, TCCO has multiple mechanisms to verify that the marketplace
of vendors has not changed throughout the term of the contract. Prior to extending the contract, TCCO
was aware of the marketplace of vendors and no alternative suitable vendors existed outside a vendor
TCCO had already utilized and terminated the contract. First, TCCO can issue periodic requests for
information to seek information from the marketplace regarding any new vendors that may be
providing security and treatment services for civilly committed sexually violent predators. Second,
there are only 21 civil commitment programs for sexually violent predators in the United States.
TCCO staff is very involved in the Sex Offender Civil Commitment Programs Network which is a
trade organization of sorts for similar programs in other states. TCCO has staff members who sit on
the board of the organization, is actively involved in discussion of issues with other states and attends
conferences to obtain relevant updates. Through this participation, TCCO is aware the only two
vendors providing both confined security and treatment services for civilly committed sexually violent
predators are TCCO's former vendor and TCCO's current vendor. Another vendor provides treatment
services but does so inside a state-owned and operated facility. TCCO has no such facility. TCCO
reviewed the guidance from HHSC and the Comptroller's Office and presented the risks and benefits
to the TCCO Board in an open meeting. After a lengthy discussion of the risks and benefits of the
extension, to include the risk of not having a place to house civilly committed sexually violent
predators and the benefit of cost savings to the state, the Board voted to approve the contract extension
on June 18, 2020.

Auditors have cited no statutory provision that limits the length of a contract extension. Additionally,
there was no harm to the state in issuing the extension. In fact, the extension saves the state money
and means that services are provided, at rates agreed upon in the very different economic climate in
2019, and the state does not have to pay the approximately $23 million in construction costs to build
the expansion buildings. The state is receiving the benefit of the expansion without cost.

While TCCO disagrees with the findings discussed above, TCCO agrees with the recommendation
regarding the contract amendment process and will continue strive to do so. The agency's Staff
Attorney and Special Projects Coordinator will remain responsible for these tasks.

With regard to amendment reporting, TCCO agrees the amendment was not formally reported to the
LBB in a timely fashion. However, TCCO has since rectified this oversight by reporting the contract
amendment in the two HHSC systems (SCOR and CAPPS Financial) that flow into the LBB contract
reporting and will do so upon execution for future amendments as well. The agency's Staff Attorney
and Special Projects Coordinator hold responsibility for ongoing implementation. Additionally,
TCCO has spoken with LBB contract oversight leadership regarding available training and will
schedule additional training for TCCO staff responsible for contract oversight. It is, however,
important to note that the reporting completion is not related to attempting to evade transparency or
oversight. Rather, while TCCO may not have complied with the letter of the requirement, the spirit of
the requirement in informing stakeholders was met by TCCO discussing this expansion publicly and
in several different forums. A State Representative and Chair of a committee with oversight over
TCCO was present at the meeting when the extension was approved. TCCO verbally informed the
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offices of two State Senators who have interest in the program and provided presentations to legislative
committees that expansion at no cost was secured. TCCO also referenced that expansion at no cost
to the state was proposed and approved by TCCO's board in routine quarterly status reports sent to
LBB staff.

TCCO was not aware of the existence of the Comptroller's Governing Bodies webinar training; TCCO
agrees this training was not completed prior to the start of the audit. Upon becoming aware of the
training, TCCO reached out to the Comptroller's Office training division and the staff there initially
was also not aware of the training's existence or how to access the training. TCCO also spoke with
staff at the Governor's Appointments Office who was also not aware of the training. After working
with a different staff member in the training division, the webinar was located and instructions
provided for registration. TCCO is committed to training and continuing education; as of May 23,
2023, all TCCO Board members as well as TCCO's Executive Director and Staff Attorney have
completed the training.

Chapter 2A: Contract Monitoring

Recommendations:

- The Office should develop, document and implement a periodic risk assessment and contract
monitoring plan as required.

- The Office should strengthen its processes to ensure that it consistently follows up on identified
noncompliance from compliance reviews, including receiving and responding to corrective
action plans.

- The Office should identify and verify compliance with staffing level requirements.

- The Office should strengthen its processes for verifying that sanctions are accurately
calculated.

Management Response:

1. The Texas Civil Commitment Office utilizes a robust contract monitoring continuum to
monitor the contractor's compliance but recognizes there is opportunity to strengthen
processes.

2. As part of the contract monitoring continuum, the Texas Civil Commitment Office
completes a 100% compliance review of treatment activities each month for all clients at
the Texas Civil Commitment Center (currently 446 clients), which is the most crucial
aspect of the services provided.

TCCO agrees with the recommendations of Chapter 2A; however, TCCO feels important
context regarding compliance review activities is lacking from the report. A detailed
explanation of those activities and information regarding implementation of the
recommendations are set forth below.

Compliance review activities conducted by TCCO can be best classified as being on a continuum with
the least formal activity being a staff member addressing an issue in the moment with immediate
correction, such as an employee not securing a door, to the most formal being the reports titled
"Compliance Review" which consist of formal entrance and exit conferences, generally with advance
notice, and a formal report following the exit conference. The next level on the compliance review
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