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AUDITOR’S LETTER
November 6, 2025

In keeping with generally accepted government auditing standards and Auditor’s Office policy,
as authorized by city ordinance, we have a responsibility to monitor and follow up on audit
recommendations to ensure city agencies address audit findings through appropriate corrective
action and to aid us in planning future audits.

In January 2024, we audited the city’s construction contractor prequalification process and found
transparency risks involving the city’s process to assign and communicate construction contractors’
financial limits:

e The Prequalification Board does not document how it makes decisions and the city’s
prequalification rules allow for subjective decision-making about prequalification and how the
financial levels contractors are assigned.

e The board does not tell contractors why they were assigned a certain financial level or how
they can improve their standing, and city rules do not allow contractors to dispute their
assigned financial levels.

e The board is also not receiving accurate and complete information about potential city
contractors.

The Department of Transportation & Infrastructure and Denver International Airport agreed to
implement all five of our recommendations.

We recently followed up and found the Department of Transportation & Infrastructure and
Denver International Airport fully implemented two recommendations, partially implemented one
recommendation, and did not implement two recommendations.

Although the Department of Transportation & Infrastructure and Denver International Airport have
made notable progress, they did not fully address all the risks associated with our original findings.
Consequently, we may revisit these risk areas in future audits to ensure the city takes appropriate
corrective action.

We appreciate the leaders and team members in the Department of Transportation & Infrastructure
and Denver International Airport who shared their time and knowledge with us throughout the
audit and the follow-up process. Please contact me at 720-913-5000 with any questions.

Denver Auditor’s Office

Timothy M. O'Brien, CPA
Auditor
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ORIGINAL

REPORT HIGHLIGHTS

Construction
Contractor
Prequalification
Process

Original Report Issued:
JANUARY 2024

Follow-up Report Issued:
NOVEMBER 2025

Objective

To evaluate:

e Whether the city’s
contractor prequalification
process aligns with other
U.S. government entities.

e Whether the city, through
its Prequalification Board,
follows its own rules for

contractor prequalification.

e How efficient the
application process is
and how effective the
Prequalification Board is.

Background

The Department of
Transportation & Infrastructure
and Denver International
Airport co-manage the city’s
prequalification process.
Contractors on multimillion
dollar city construction
projects must meet the highest
standards of performance and
have the financial capability,
integrity, and experience to
complete the projects they
intend to bid on.

The city has defined rules and a
designated board to determine
which contractors prequalify.

The city’s process to assign and communicate contractors’ financial limits
lacked transparency

e The Prequalification Board did not document how it made decisions.

e The city's prequalification rules allowed for subjective decisions about
prequalification and assigned financial levels.

e The board did not tell contractors why they were assigned a certain
financial level or how they could improve their standing.

e The rules did not allow contractors to dispute their assigned financial
levels.

The Prequalification Board was not receiving accurate and complete
information about potential city contractors

e The Department of Transportation & Infrastructure did not collect and
verify some information that could have disqualified contractors from
prequalification.

e Supervisory reviews of summary information given to the
Prequalification Board were not effective at identifying inaccuracies
and calculation errors in documents manually prepared by the
prequalification coordinator.

Without a more transparent prequalification process, city managers risk
reducing the city’s pool of potential qualified bidders because contractors
may choose to abstain from doing business with Denver if they believe the
prequalification process is unfair or not transparent.

A reduced pool of bidders could result in the city receiving lesser-quality
work or paying more for construction than necessary. It also leaves the city
vulnerable to reputational damage by not being seen as a fair and equitable
business partner.
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FULLY IMPLEMENTED PARTIALLY IMPLEMENTED NOT IMPLEMENTED
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Action since audit report
Construction Contractor Prequalification Process

5 recommendations proposed in January 2024

The Department of Transportation & Infrastructure and Denver International Airport fully implemented two
recommendations made in the original audit report. However, the department and airport only partially implemented
one other, and they have not taken steps to address the risks two other recommendations had sought to resolve.

Updating the city's prequalification rules and implementing internal procedures requiring the Prequalification
Board to document its justification for assigned financial levels establishes a foundation for a more transparent
prequalification process. Furthermore, the implementation of a formalized dual-review process of information
prepared by the prequalification coordinator improves the accuracy of information presented to the Prequalification
Board for prequalification determination.

FULLY 2 PARTIALLY 1 NOT 2
IMPLEMENTED IMPLEMENTED IMPLEMENTED

Remaining risks
The recommendations Transportation & Infrastructure and the airport did not fully implement present several
lingering risks. Among them:

e The department did not consistently follow new procedures that are designed to improve transparency.

e Without a formal appeal or dispute process, contractors still have no way to appeal assigned financial levels when
denied prequalification — leading to a less fair, less open, and less competitive procurement process.

¢ Without verifying arrears and debarment status, the city risks potentially contracting with prohibited businesses.




FINDING 1 | The city's process to assign and communicate contractors’

financial limits lacks transparency

RECOMMENDATION

IMPLEMENTATION STATUS

1.1 Update the prequalification rules @ FULLY IMPLEMENTED

1.2 Improve transparency

@ PARTIALLY IMPLEMENTED

1.3 Establish a dispute process for prequalified contractors @ NOT IMPLEMENTED

Recommendation 1.1

UPDATE THE PREQUALIFICATION RULES - The Department of Transportation
& Infrastructure and Denver International Airport should update the

city's prequalification rules to require that recommendations made by

the Prequalification Board are documented with detailed reasons for the
financial levels assigned for contractors’ work categories.

FULLY
IMPLEMENTED

Agency's original target date for completion: March 31, 2024

SUMMARY OF AGENCY ACTION

The Department of Transportation & Infrastructure and Denver
International Airport updated the city’s prequalification rules to require
the Prequalification Board to document its recommendations and rationale
for financial levels assigned for contractors’ work categories in the board
meeting minutes.

Transportation & Infrastructure also developed internal procedures to
ensure the Prequalification Board formally documents — in the board
meeting minutes and in the managers’ letter — the justification for assigned
financial levels that are higher or lower than the level requested by the
contractor.

Any changes to the city’s prequalification rules must be reviewed and
approved by the Federal Highway Administration before the rules can be
applied to a federally funded project. The Federal Highway Administration
and the Colorado Department of Transportation found the city’s new rules
comply with federal regulations and approved the new prequalification
process on March 12, 2025. These updated rules were approved by the
airport and Transportation & Infrastructure with an effective date of April
23, 2025.

Therefore, we consider this recommendation fully implemented.
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Recommendation 1.2 IMPROVE TRANSPARENCY - The Department of Transportation &
Infrastructure and Denver International Airport should improve
transparency when determining contractors’ prequalification statuses to
ensure accountability and that institutional knowledge is retained. To that
end, the agencies should:

e Document justifications and rationale for assigned financial levels
in both the managers’ letters to contractors as well as any meeting
minutes for the Prequalification Board.

e Communicate the justification for financial level determinations to
contractors.

PARTIALLY
IMPLEMENTED Agency’s original target date for completion: March 31, 2024

SUMMARY OF AGENCY ACTION

Although the Department of Transportation & Infrastructure and Denver
International Airport updated their rules to provide more transparency

in their communications to applicants, we found the agencies are not
consistently following processes to provide justification for all approved or
denied financial levels.

Two out of five applications we selected for analysis were not compliant
with internal procedures. In the first application, the board did not provide
a clear justification after awarding a contractor a lower financial level

than requested. According to Transportation & Infrastructure’s internal
procedures, the Prequalification Board must provide a clear justification in
the managers’ letter and board meeting minutes when it approves financial
levels higher or lower than requested for any work category.

Transportation & Infrastructure leaders confirmed the managers’ letter
should have included an explanation.

In the other application, the board approved an additional work category
that the contractor did not request. The Prequalification Board determined
the contactor had relevant work experience in the unrequested work
category and added the approval. We were unable to identify any rules
supporting the board’s actions to add work categories that were not
requested by the applicant.

Based on the issues we found, we consider this recommendation partially
implemented.

Recommendation 1.3 ESTABLISH A DISPUTE PROCESS FOR PREQUALIFIED CONTRACTORS - The
Department of Transportation & Infrastructure and Denver International
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Airport should develop, document, and implement a process that allows
prequalified contractors to dispute prequalification decisions. Specifically,
the agencies should ensure all contractors are given transparent reasoning
and justification for decisions on assigned financial levels.

This process should be codified in the city’s prequalification rules as part of
implementing Recommendation 1.1.

NOT
IMPLEMENTED

Agency’s original target date for completion: June 1, 2024

SUMMARY OF AGENCY ACTION

The Department of Transportation & Infrastructure managers said they have
not implemented a dispute process because they “do not have the capacity
or staffing.” We reviewed the city’s prequalification rules and found the rules
have not been changed to give contractors the option to appeal decisions
made by the Prequalification Board.

Instead, department managers have implemented an alternative

solution that provides more transparency to contractors about the
Prequalification Board’s decisions. This change is discussed in more detail in
Recommendation 1.2.

While the department has taken steps to improve transparency, the
alternative solution it implemented still does not give contractors a way to
dispute Prequalification Board decisions.

Therefore, we consider this recommendation not implemented.
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FINDING 2 | The Prequalification Board is not receiving accurate and complete

information about potential city contractors

RECOMMENDATION IMPLEMENTATION STATUS

2.1 Update the applications for prequalification @ NOT IMPLEMENTED

2.2 Document supervisory reviews @ FULLY IMPLEMENTED
Recommendation 2.1 UPDATE THE APPLICATIONS FOR PREQUALIFICATION - To ensure the board

has the information it needs to ensure its decisions comply with the
prequalification rules, the Department of Transportation & Infrastructure
and Denver International Airport should:

e Update the applications for prequalification to require that applicants
disclose whether they are in arrears or in default on a city obligation
whether by debt or contract.

¢ Update the prequalification policies and procedures to include
processes for staff to verify and document the review of an applicant’s
potential debarment status with the city and whether they are in
arrears or default.

NOT
IMPLEMENTED Agency’s original target date for completion: March 31, 2024

SUMMARY OF AGENCY ACTION

The Department of Transportation & Infrastructure and Denver International
Airport have not made adequate changes to ensure the board has the
information it needs to make decisions compliant with rules.

The application template was updated to require applicants to disclose
whether they are in arrears or default on any city obligation. However, the
new application has not been implemented in the software. The department
has been working with the software vendor since April 2025 to implement
the new application.

The department did strengthen the process it uses to check whether
applicants are in arrears or debarred from doing business at the federal
government level. But it still lacks a documented process for staff to verify
an applicant’s status at the city government level.

The department provided additional information showing how they
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determine a contractor’s status at the city level. But this approach is not
documented in its policies and procedures and there was no information
included in the supporting documentation reviewed.

Because the old application is still being used and policies and procedures
do not provide assurance at the city level, we consider this recommendation
not implemented.

Recommendation 2.2 DOCUMENT SUPERVISORY REVIEWS — The Department of Transportation &
Infrastructure and Denver International Airport should formally document
how supervisors review and approve application packages for contractors
seeking prequalification. This should be done through formalized policies
and procedures to ensure information prepared by the prequalification
coordinator is consistent with city rules and that the Prequalification Board
receives accurate information.

At a minimum, the procedures should detail who is to perform the review,
the steps involved in the review, and the steps involved when errors are
identified.

FULLY
IMPLEMENTED Agency’s original target date for completion: March 31, 2024

SUMMARY OF AGENCY ACTION

The Department of Transportation & Infrastructure and Denver International
Airport developed and implemented a formalized dual-review procedure for
application packages to ensure the accuracy of information prepared by the
prequalification coordinator. The procedure assigns a peer and supervisor
to review calculations made by the prequalification coordinator, outlines
the steps involved in the review, and requires application materials to be
returned to the prequalification coordinator for correction when errors are
identified. The dual-review procedure also requires the peer and supervisor
to sign a checklist to document their reviews.

We reviewed two out of four total applications that went through the dual-
review process during our follow up and verified peer and supervisor reviews
were completed as expected.

Therefore, we consider this recommendation fully implemented.
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Office of the Auditor

The Auditor of the City and County of Denver is independently elected by the residents of Denver.

He is responsible for examining and evaluating the operations of city agencies and contractors for
the purpose of ensuring the proper and efficient use of city resources. He also provides other audit
services and information to City Council, the mayor, and the public to improve all aspects of Denver’s
government.

The Audit Committee is chaired by the Auditor and consists of seven members. The Audit Committee
assists the Auditor in his oversight responsibilities regarding the integrity of the city’s finances

and operations, including the reliability of the city’s financial statements. The Audit Committee

is structured in a manner that ensures the independent oversight of city operations, thereby
enhancing residents’ confidence and avoiding any appearance of a conflict of interest.

201 West Colfax Avenue, #705
Denver, CO 80202

(720) 913-5000

Our Mission

We deliver independent, transparent, and professional oversight in order to safequard and improve
the public’s investment in the City and County of Denver. Our work is performed on behalf of
everyone who cares about the city, including its residents, workers, and decision-makers.
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