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High Risk
FINDING #1: FORMAL OUTREACH PLAN HAS NOT BEEN ESTABLISHED
COSO Principles: Control Environment #s 2, 3, and 5; Risk Assessment #s 6, 7, and 8; Control
Activities #s 10, 11, and 12; and Information and Communication #14
Criteria: COSO; NC General Statutes 143-128.2 and 143-131; GC BOCC Resolutions 1990-121 and
2021-099; and Leading Practice
Causes:
Lack of Public Works' oversight internally and externally
No internal policies and procedures related to the implementation and administration of an
Outreach Plan
Inadequate staffing resources in Public Works
The "way we've always done it" culture
Effects:
Non-compliance with NC General Statutes and BOCC Resolution
No efforts made to educate, recruit, or network between minority businesses and nonminority
businesses
Missed opportunities with qualified minority-owned businesses that are available to perform work
Aspirational goal not met
Recommendations:
The County Manager should identify a Gaston County employee to serve as the County's Minority
Business Outreach Coordinator
Establish a formal MWBE Outreach Program that encompasses the objectives set forth in the
Board of Commissioners' approved Outreach Plan, revised as of April 27, 2021
At least annually, the Minority Business Outreach Coordinator or Public Works Director should
provide an update to the BOCC on the County's progress towards its verifiable goal percentage
With each proposed Board Action that includes an MWBE goal component, provide the committed,
certified MWBE % as part of the Board Action
Work with the Diversity, Equity, and Inclusion Department to conduct periodic recruiting/networking
events
Adding: Compliance, Accountability, Transparency, Efficiency

FINDING #2: INADEQUATE REVIEW OF REQUIRED NC HUB FORMS
COSO Principles: Control Environment #s 2, 3, 4, and 5; Risk Assessment #8; Control Activities #s 10
and 12; and Information and Communication #s 13, 14, and 15
Criteria: COSO; NC General Statutes 143-128 (repealed), 143-128.2, and 143-129; GC BOCC
Resolutions 1990-121 and 2021-099; and Leading Practice
Causes:
Lack of awareness on Public Works' staff and prime contractors' behalves to recognize and
understand statute revisions since 1990 and their accompanying required documentation and
appropriate responsive submission timeframes during all phases of the project
Lack of oversight by Public Works to ensure all required documentation is present in all stages of
the project and allowing designer or architect to assume oversight responsibilities
Lack of verification of Good Faith Efforts (GFE) by Public Works and other information provided by
prime contractors
No internal policies and procedures; County procurement policy and procedures outdated
The "way we've always done it" culture

High Risk
FINDING #2: INADEQUATE REVIEW OF REQUIRED NC HUB FORMS (continued)
Effects:
Non-Compliance with NC General Statutes
Aspirational goal not met
Awarding contracts to bidders that did not complete and submit all required documentation,
therefore making them unresponsive
Creates confusion, discrepancies, and inability to verify which subcontractors work the projects
(original or substitutions), if they are NC HUB certified, and how much is paid to them
Loss of internal control components of project management, including oversight and monitoring
Risk of fraud is increased without monitoring and oversight controls in place
Recommendations:
Establish criteria for GFE documentation that will be used to determine the responsiveness of bid
Establish internal policies and procedures, including checklists, for each type of contract and what
forms are expected and when during the project
Educate contractors on the appropriate process as well as what GFE documentation to use
Verify all MWBE subcontractors identified by bidders are NC Hub certified when reviewing
Affidavits C and D and offer immediate assistance to become certified, if not (for participation to
count)
As part of the review of pay applications, Public Works should confirm that appropriate MWBE
documentation is included, complete, and reasonable
Finance should be involved in the process from project initiation to ensure compliance with all
applicable procurement laws
Finance should review procurement policy to determine if any updates are needed
Adding: Compliance, Accountability, Transparency, Efficiency

FINDING #3: NO SUBCONTRACTOR DOCUMENTATON
COSO Principles: Control Environment #s 2, 3, 4, and 5; Risk Assessment #7; Information and
Communication #15; and Control Activities #s 10 and 12
Criteria: COSO and NC General Statute 143-128.2
Causes:
Lack of understanding on Public Works' and prime contractors' behalves to complete and submit
required documentation, approval, and their appropriate responsive timeframes
Lack of oversight on Public Works' behalf to ensure submission or request
Effects:
Non-compliance with NC General Statute
Creates confusion, discrepancies, and inability to verify which subcontractors perform work
Lack of control over project management
Potential loss of MWBE requirements, including GFE, which is required for most substitutions
Recommendations:
Public Works should create policies, procedures, and a checklist to (but not limited to):
Ensure proper subcontractor documentation is submitted within proper timeframe following bid
award
Ensure all appropriate documentation and approval is satisfied if any substitutions of
subcontractors occur
Reconcile any discrepancies with subcontractors noted on any HUB forms or subcontractor
documentation
Adding: Compliance, Accountability, Transparency, Efficiency

High Risk
FINDING #4: INCOMPLETE REPORTING
COSO Principles: Control Environment #s 2, 3, 4, and 5; Risk Assessment #7; Control Activities #s
10,11, and 12; and Information and Communication #14
Criteria: COSO; NC General Statutes 143-128.3 and 143-131; GC BOCC Resolution 1990-121; and
Leading Practice
Causes:
Lack of Public Works' oversight
Inadequate number of persons trained in HUBSCO reporting and awareness of which types of
contracts are reported
Project closeout has been inconsistent and in some cases, not timely
No internal policies and procedures
Effects:
Non-compliance with NC General Statutes
HUBSCO reports are not being submitted as required by NC General Statutes 143-128.3 and 143131. or are being inaccurately completed
Aspirational goal not met
Recommendations:
File/submit all required and recommended HUBSCO reports per NC DOA
Public Works should create internal policies and procedures to outline responsibilities for and
timing of reporting and create a checklist for each project, including reporting
Public Works should train at least one backup within the department and also one employee from
each department outside of Public Works that manages their own construction contracts.
Adding: Compliance, Accountability, Transparency, Efficiency

MINORITY BUSINESS PARTICIPATION IN GASTON COUNTY:

PURCHASING IN GASTON COUNTY:

WHY WE DID IT (OBJECTIVE(S)):

WHAT WE DID (SCOPE):

HOW WE DID IT (METHODOLOGY):

THE FINE PRINT (COMPLIANCE):

FINDING #1
FORMAL OUTREACH PLAN HAS NOT BEEN ESTABLISHED
Outreach Efforts and Plan; BOCC Resolution 1990-121 and NC Guidelines

1990-121.2

1990-121.3

1990-121.5

1990-121.7

Key Takeaways on Outreach vs. Resolution 1990-121
Lists are not being compiled, as directed, and minority businesses are not
able to add their information since no list exists
No Gaston County employee has been designated as an MWBE
Coordinator/liaison/specific contact person
Notices of bid opportunities and pre-bid conferences are only provided to a
few news publications and are not being disseminated to a "list" of minority
businesses
The County is not keeping or maintaining records of:
Contractors/subcontractors notified of the project who are MWBE firms
from the "list"
Contractors/subcontractors awarded projects - number and identity of
MWBE ones from the "list"
% of work to be performed by minority businesses from the "list"
The identified issues represent misunderstanding and lack of oversight on Public
Works' behalf to conduct outreach efforts as prescribed by NC and our BOCC.

Updated Outreach Plan Going Forward; BOCC Resolution 2021-099

Relevant Key Differences Reflected in This Update Are:
Updating the contract amount threshold, for which requirements for minority participation
apply, to $300,000 in order to align with updated statute ($100,000 in the 1990
resolution)
Formally identifying a Gaston County position to fulfill the role of Minority Business
Outreach Coordinator who will, among other duties, provide an annual update to the
Board of Commissioners on the County's progress toward the verifiable percentage goal
Establishing a formal outreach plan and updated guidelines related to the updated
resolution, which is recommended guidance from UNC's School of Government as a
leading practice based on related state statutes
Establishing a review of the verifiable percentage goal every five (5) years
Including contracts other than building construction where minority requirements are
present
Additionally, These Relevant Points Reflect a Summary of What Has Been Added to,
Clarified, or Expanded-Upon From the 1990-121 to 2021-099:
Establishes responsibilities for the designer of a project
Establishes responsibilities for minority businesses and describes required NC
certification requirements of minority businesses to meet ours and the state's
requirements
Expands and clarifies responsibilities for the owner (County)
Expands and clarifies responsibilities for not only the prime contractor but also
construction manager at risk, and first-tier subcontractors at time of bid, award, and
during the project
Expands and clarifies reporting and pay app requirements to align with the state
Outlines what are considered Good Faith Efforts (GFE)
Provides definitions for important terms like minority, minority business, and socially and
economically disadvantaged individual

FINDING #1
ACTIONS TAKEN:

FINDING #1
RECOMMENDATIONS:

FINDING #1
COUNTY MANAGEMENT'S RESPONSE:

PUBLIC WORKS' RESPONSE:

FINDING #1
COUNTY MANAGEMENT'S ACTION PLAN:

PUBLIC WORKS' ACTION PLAN:

PUBLIC WORKS' ACTION PLAN, Continued:

FINDING #2
INADEQUATE REVIEW OF REQUIRED NC HUB FORMS
NC HUB Forms

TABLE 1: NC-REQUIRED HUB FORMS (FORMS IN APPENDIX II)
ID Form

Affidavits A or B

Affidavits C or D

Appendix E

List all MWBE firms
to provide work or
materials

Document GFE (A) or
use own work to
satisfy goal (B)

Work to be performed
by MWBE firms (C) or
GFE (D)

Lists payments made
to MWBE firms during
pay app period

Completed By:

All bidders

All bidders

Selected bidder

Prime contractor

Submitted To:

Gaston County

Gaston County

Gaston County

Gaston County

Must be included
w/bid

One must be included
w/bid

One must be
submitted w/in 72
hours of selected
bidder notification

Must be included
w/each pay app
submitted

Required By:

NC General Statutes/
NC DOA

NC General Statutes/
NC DOA

NC General Statutes/
NC DOA

NC General Statutes/
NC DOA

Consequences:

Bid considered nonresponsive and is
grounds for rejection
of the bid

Bid considered nonresponsive and is
grounds for rejection
of the bid

Bidder considered
non-responsive and
will no longer be
selected bidder

Prime considered
non-responsible. May
not be considered for
future projects

Purpose of Form:

Phase of Project:

TABLE 2: RELATED EXCEPTIONS, FINDING #2
# of
Exceptions

# of Eligible
Projects

Exception
%

Selected bidder did not submit Affidavit C or D

9

10

90%

Appendix E not submitted with pay apps

8

10

80%

Affidavits A or B not submitted with bids

5

9

56%

HUB ID Form not submitted with bids

5

9

56%

Project did not have bid tabulation sheet or sheet
does not account for HUB forms

5

9

56%

Appendix E submitted, but filled out incorrectly

1

2

50%

Selected bidder did not have HUB forms with their bid

3

9

33%

Bid tabulation sheet accounts for HUB forms, but
inaccurately notes bidders have forms when they
did not

1

4

25%

Exception

Reviewing NC HUB Forms

ALL BIDDERS' FORMS

The Requirements:
Bidders are required to furnish either Affidavit A or B with their bid packages. If they are
planning to complete all work themselves, they use Affidavit B. If not, they are required
to undertake and document their Good Faith Efforts (GFE) and use Affidavit A. Unless
using Affidavit B, Affidavit A is required whether you intend to use MWBE firms or not. If
not, you must have satisfied the GFE requirements set forth by the state in 143128.2(f.1) or for informal bids, 143-131. The ID Form must be completed and is either
none if no MWBE utilized or list the MWBE firms expected to be used with their
respective expected dollar amounts of work. Any firms listed should reflect the GFE
extended on Affidavit A. Affidavit B is fairly straightforward in attesting the bidder
expects to do all work themselves.

What Shall Be Reviewed:
Did the bidder submit all required documentation?
If not, the bid may be considered non-responsive
Documentation from the contractors of their GFE and the boxes they selected on
Affidavit A
The County will need to determine examples of what documentation should be
included or be able to furnish for their selections on Affidavit A
Documentation should satisfy efforts were made
Additionally, any other information provided on all of these forms should be verified
by the County for responsiveness and responsibility
Why Review?
Compliance with state statutes
Information provided may be inaccurate or potentially false
Bids may be disregarded if information provided or not provided is considered
non-responsive or non-responsible
Confirm any MWBE firms listed for potential work on the ID Form are NC HUB
certified
Must be NC HUB certified to count toward reportable percentage
If not certified, assist in helping them become certified prior to work
Uphold our commitment to MWBE outreach in our community and encourage
MWBE participation
What Auditors Found in their Review:
Auditors reperformed an appropriate review of the documents submitted for the testing
sample. As noted in the exceptions summary in Table 2, much of the required
documentation was not available for review. Had that been available, auditors could
have referenced that information for their reperformance.
As stated in the exceptions summary in Table 2, 56% of testing sample bids did not
have Affidavit A or B or the ID Form submitted with them. Thirty-three percent (33%) of
selected bids did not have appropriate Appendix C or D with their bids and should have
been considered non-responsive.
GFE Verification
As outlined in detail in NC General Statute 143-128.2, GFE include 10 types of efforts
bidders can undertake to satisfy GFE requirements. These 10 effort types have point
values assigned to them by the state, noted on the form itself, and bidders must
undertake any combination of those efforts that calculate to being a minimum of 50
points. However, as auditors reviewed the form, Box 1 indicates:

This seemed to auditors as a must/given in order to satisfy the other box choices (see
Appendix II), which may involve working with the firm or providing assistance, yet was
not always being selected as a satisfied GFE by the bidder. Technically, the form does
not require it be checked and/or satisfied, but gave auditors pause. Auditors confirmed
with a subject-matter expert, who stated the bidder must select box 1 in order to earn
any remaining points, with the exception of box 5, and that even if they do not check
box 1, the bidder still has to show documentation that they technically satisfied box 1
since state statutes refer to the recruitment of minority firms.
In discussing review of HUB forms, Public Works confirmed it has been their practice
for the architect/designer to manage this process. Public Works explained they do
review for HUB certification, but only at the time of completing the HUBSCO report. NC
General Statute 143-128.4 requires firms to be NC HUB certified for participation
purposes and Affidavit C requires certification prior to form being completed. They also
established they are not currently requiring any verification of GFE - only that the form
is signed, if applicable. These reflect a lack of oversight on Public Works' behalf in
understanding their responsibility to review and verify.
SELECTED BIDDERS' FORM

The Requirements:
Bidders who are notified they are the lowest, responsive, responsible bidder (selected
bidder) are required to furnish either Affidavit C or D within 72 hours of being notified. If
the bidders' efforts leads them to expect a 10% or greater MWBE participation on the
project, they complete Affidavit C. If participation is expected to be less than 10%, they
complete Affidavit D.
What Shall Be Reviewed:
Was the appropriate Affidavit (C or D) submitted by the selected bidder within the
established 72-hour timeframe?
Are the MWBE firms listed NC HUB certified?
If they completed C, but verification shows not all firms certified and it drops
below 10%, they should redo the information on Affidavit D
If MWBE Coordinator is able to help them be certified quickly, they can remain
using Affidavit C, if not, they do not count towards participation
Documentation of GFE if using Affidavit D
Why Review?
Failure to provide makes bidder non-responsive and is grounds for rejection of bid
Information provided may be inaccurate or potentially false

Confirming any changes since Affidavit A or B submitted and check/recheck HUB
certification (only NC HUB-certified firms count toward participation)
Reconciling their Affidavit A or B against Affidavit C or D also helps identify if any
subcontractors were substituted (see Finding #3)
Compliance; and upholding of NC GFE requirements/laws
What Auditors Found in Their Review:
Auditors reperformed an appropriate review of the documents submitted for the testing
sample. As noted in the exceptions summary, much of the required documentation was
not available for review. Had that been available, auditors could have referenced that
information for their reperformance.
As stated in the exceptions summary in Table 2 above, auditors found 90% of testing
sample contracts did not have an Affidavit C or D submitted by the selected bidder. As
mentioned in all bidders' forms section, Public Works has confirmed it is their practice to
have the architect/designer manage the HUB form process, including whether Affidavit
C or D are received and within the 72-hour timeframe required.
Verification of Information Provided
Auditors selected a smaller sample of five (5) projects
from the testing sample to verify the subcontractor
information submitted on HUB forms of the selected
bidders. Altogether, the five (5) projects had a total of
13 subcontractors listed on the selected bidders' forms
that should have been contacted by that prime
contractor for a quote and potentially plan to provide
work. Auditors called and spoke to all 13
subcontractors to verify information provided by the
prime contractors: 46% of them (6 of 13) either did not
know the bidder or did not provide a quote.

46%

PRIME CONTRACTORS' FORM

The Requirements:
Appendix E is a HUB form required to be completed by the prime contractor and is
turned in with every pay application. Below is a snapshot of the main body of the form.
The important trait to note about this form is that it is cumulative, meaning subsequent
Appendix Es submitted with pay applications will build on prior ones.
In the main body of each pay request's Appendix E form, the contractor should:
identify each MWBE firm expected to work on the project
the type of MWBE they are (instructions on form)

how much they have paid each firm between the most recent pay application and
the current
how much they have paid that firm to date for said project
the total amount they expect to pay them for the project's entirety (should align with
Affidavit A or C/D)

What Shall Be Reviewed:
Was the correct form submitted with every pay application/request, regardless if
MWBE firms were used and/or paid?
Was the form filled out correctly? Is it cumulative information?
Are all expected subcontractors listed?
Do the subcontractors align with those on Affidavit A or C/D?
If not was substitution process followed? See Finding #3
Why Review?
Compliance with state statutes
Ensure information provided is on correct form, cumulative, and accurate,
regardless if MWBE firms used and/or paid
Obtain a solid understanding of which MWBE subcontractors are being paid and
how much
Reconcile final pay application's Appendix E with MWBE information used to
complete HUBSCO reporting
What Auditors Found in their Review:
Auditors reperformed an appropriate review of the documents submitted for the testing
sample. As noted in the exceptions summary, much of the required documentation was
not available for review. Had that been available, auditors could have referenced that
information for their reperformance.
As previously identified as exceptions in Table 2 above, there were issues with
Appendix E in our testing sample. Notably, the form was missing from most pay
applications and of the two (2) projects where it was submitted consistently, one (1)
was correct and one (1) was not. There is one (1) project currently underway whose
Appendix Es have been submitted with each pay application and are filled out in a
correct manner, albeit using the old version of the form. However, auditors found an
additional issue with this project, related to both Finding #2 and Finding #3. Their
original ID Form submitted with their bid reflects Subcontractor A as the MWBE sub, yet

yet their Appendix E forms list Subcontractor B, instead, and no substitution
documentation (that particular documentation discussed below in Finding #3) to note a
change. When we spoke to the prime contractor for this project, to verify expected
MWBE participation, they confirmed to us that Subcontactor A will be performing the
work. This is an example of why it is important to review these forms and reconcile any
discrepancies and reflect a lack of oversight on Public Works' behalf.
During our review, auditors learned there is a previous version of Appendix E (pre2003) and a newer version as of 2003. Of the three (3) projects where Appendix E was
included with at least some of the pay applications submitted, two (2) of the three used
the old version of the form. Furthermore, two (2) of the three forms were not filled out
correctly and/or in a cumulative manner. The new version of the form makes this a
clearer directive in its column headings vs the pre-2003 version. Communications with
Public Works identified that they were not aware the form had been revised. It is
leading practice to use the most up-to-date version of a required form and ensures all
are consistently using the same form.

FINDING #2
ACTIONS TAKEN:

FINDING #2
RECOMMENDATIONS:

FINDING #2
FINANCE'S RESPONSE:

PUBLIC WORKS' RESPONSE:

FINDING #2
FINANCE'S ACTION PLAN:

Action Plan: Building Construction and Repair Process Relative to Minority
Participation

Action Plan: Review of Purchasing Policy and Procedures

PUBLIC WORKS' ACTION PLAN:

FINDING #3
NO SUBCONTRACTOR DOCUMENTATION*

No substitution documentation, in general

9

9

100%

Project has a known substitution, but no supporting
documentation

2

2

100%

Unable to determine subcontractors on said project
- no Affidavit C or D, Appendix E, or other
supporting documentation

7

10

70%

FINDING #3
RECOMMENDATIONS:

FINDING #3
PUBLIC WORKS' RESPONSE:

FINDING #3
PUBLIC WORKS' ACTION PLAN:

PUBLIC WORKS' ACTION PLAN, Continued:

FINDING #4
INCOMPLETE REPORTING

80%
of eligible sample contracts did NOT have HUBSCO reports filed,
as required by state law.

2019-110 /
Jail Infill

$10,770,000

$1,576,226

14.6%

$1,491,919

13.9%

- 0.8%

2018-151 /
ACE Facility

$5,474,721

$250,237

4.6%

$75,886

1.4%

- 3.2%

2020-316 /
Landfill Unit I, Ph2

$4,769,975

$48,838

0.9%

$45,000

0.9%

No Change

2016-395 /
Landfill Unit II, Ph2

$3,760,341

-

0.0%

-

0.0%

No Change

2018-190 /
Dallas Park, Ph2

$1,707,750

$145,552

8.5%

$4,381

0.3%

- 8.3%

2020-336 /
Health Pavement

$1,222,433

-

0.0%

-

0.0%

No Change

2020-334-1 /
Park Renovations

$654,225

-

0.0%

-

0.0%

No Change

2020-134 /
Other Pavement

$624,606

$57,280

8.4%

$60,548

9.7%

+ 1.3%

2020-067 /
Poston Park ADA

$621,000

-

0.0%

0.0%

No Change

2019-476 /
Camp Sertoma ADA

$380,900

$16,500

4.3%

0.0%

- 4.3%

-

FINDING #4
RECOMMENDATIONS:

FINDING #4
PUBLIC WORKS' RESPONSE:

FINDING #4
PUBLIC WORKS' ACTION PLAN:

