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PEPS: Consultant Performance TxDOT Internal Audit Division - Limited Scope

Objective

To evaluate the operational and quality improvements of Professional Engineering
Procurement Services Division (PEPS) prime provider evaluations since the February 2020
audit engagement report.

Opinion

Based on the audit scope areas reviewed, control mechanisms require improvement and
only partially address risk factors and exposures considered significant relative to impacting
operational execution and compliance. The organization's system of internal controls
requires improvement in order to provide reasonable assurance that key goals and
objectives will be achieved. Improvements are required to minimize existing process
variation and control gap corrections that may result in potentially significant negative
impacts to the organization including the achievement of the organization's
business/control objectives.

‘ Overall Engagement Assessment ‘ Needs Improvement
Findings
Operating
Title Control Design Effectiveness Rating
Finding 1 Completion of Evaluations X X Needs Improvement
Finding 2 Evaluation Comments Not Required X X Needs Improvement

Management concurs with the above findings and prepared management action plans to
address deficiencies.

Control Environment

To encourage completion, PEPS sends an email monthly to division directors and district
engineers to outline completion rates and number of evaluations currently due by
district/division (D/D). After an audit over the prime provider evaluation process was
conducted by the Internal Audit Division in February 2020, PEPS changed the monthly email
to highlight status and began reporting completion rates via a monthly dashboard. During
the period October 2019 through December 2020, overall district completion rates have
increased from 64% to 83% and division completion rates have increased from 45% to 88%.

Improved completion rates provide PEPS with valuable information on consultant
performance. A consultant's prior performance from evaluations is weighted 5-10% of the
overall scoring during consultant selection.
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Summary Results
Audit testing completed resulting in management action plans.

Finding Scope Area Evidence

Even with improving completion percentages for both
district and division evaluations as of December 2020, 19%
of outstanding evaluations remained overdue for two years
or more. Per review of the monthly PEPS Provider
Evaluation Completion Report as of December 6, 2020:
= 108 0f 574 (19%) district evaluations (12 districts)
not completed have been due for two years or more.
= 11 0of 61 (18%) division evaluations (two divisions)
not completed have been due for two years or more.
Comments were not always used to support all evaluation
level scores between October 16, 2019 and December 16,
2020 in the Professional Services Contract Administration
Evaluation Management System (PS-CAMS) by TxDOT project
Comments managers. Comments are strongly recommended by local
policy.
= 27,343 0f 39,377 (69%) evaluation scores did not
have comments to support the rating.

Outstanding
Evaluations

Audit testing completed not resulting in management action plans.

| Scope Area Evidence

Judgmentally sampled comments for evaluation scores of 1

and 2 completed between October 2019 and December

2020 to assess supportability of comments to that score:

Evaluation Comments = B8 0f 68 (100%) comments for scores of 1
supported the low score

= 5150f517 (99%) comments for scores of 2
supported the low score.

Audit Scope and Methodology

The audit was conducted using an agile audit approach from December 11, 2020 to January
29, 2021 to follow up on the progress made on D/D evaluations from the February 2020
audit report. Methodology consisted of an evaluation of the quality of PEPS prime provider
evaluations, including the timeliness of evaluation completion and an assessment of
comments supporting evaluation scores.

Background

As the contracting division of architectural, engineering, and surveying services, PEPS
administers performance evaluations of prime provider project managers (PPM) and their
firms, as required by Texas Administrative Code (TAC), to be completed by TxDOT project
managers within TxDOT's D/Ds.
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TxDOT policy dictates that evaluations be completed at least annually. Evaluations are
completed electronically and stored in the database system of record (PS-CAMS). PEPS
policy strongly recommends that comments be added to explain the rationale for selecting
scores above or below the median score of 3, on a 1 (unsatisfactory) to 5 (excellent) scale.

We conducted this performance audit in accordance with Generally Accepted Government
Auditing Standards and in conformance with the International Standards for the Professional
Practice of Internal Auditing. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. Recommendations to mitigate risks identified
were provided to management during the engagement to assist in the formulation of the
management action plans included in this report. The Internal Audit Division uses the
Committee of Sponsoring Organizations of the Treadway Commission (COSO) Internal
Control - Integrated Framework version 2013.

A defined set of control objectives was utilized to focus on operational and compliance goals
for the identified scope areas. Our audit opinion is an assessment of the health of the
overall control environment based on (1) the effectiveness of the enterprise risk
management activities throughout the audit period and (2) the degree to which the defined
control objectives were being met. Our audit opinion is not a guarantee against operational
sub-optimization or non-compliance, particularly in areas not included in the scope of this
audit.
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Detailed Findings and Management Action Plans (MAP)

Finding No. 1: Completion of Evaluations

Condition

While completion rates have improved across TXDOT's districts/divisions (D/Ds) responsible
for evaluations of Professional Engineering Procurement Services Division (PEPS) prime
providers, some evaluations were not being completed in a timely manner. As of December
2020, 19% of outstanding evaluations had been past due for two years or more.

Effect/Potential Impact

When evaluations are not completed on a timely basis, TXDOT cannot effectively evaluate
consultant performance that could be used to provide feedback or information may be lost
or forgotten to effectively evaluate the prime provider project managers and their firms.

Criteria

TAC 43 §9.41 states “The department project manager will document the prime provider’s
performance on the contract by evaluating the project manager and the firm. Evaluations

will be conducted during the ongoing contract activity and at the completion of the contract.”

Sunset Advisory Commission’s November 2016 memo to TxDOT states “Agencies should
assess the overall success of a contractor’s performance to improve future contractor
selection.”

The PEPS Contract Management for the Project Manager manual states that evaluations
should be completed, at a minimum, annually and at the end of the work authorization or
contract.

Cause

Completing evaluations is a responsibility of project managers within TxDOT's D/Ds. While
PEPS emails monthly status reports to district engineers and division directors to highlight
completion rates and number of evaluations currently due by D/D, it does not specify the
age of outstanding evaluations, and there is no additional monitoring to enforce completion.
Additionally, the PEPS Contract Management for the Project Manager manual does not
specify a timeframe in which the evaluation must be completed after it becomes due.

Districts with evaluations due over two years or more were contacted to gain an
understanding of the status of the evaluations. Districts reported a variety of reasons that
these evaluations were outstanding, including employee turnover, transfers causing delays
in evaluation completion, and the need for a new project manager to be assigned not being
effectively communicated at the district level.

Evidence
As shown in the tables below, the monthly PEPS Provider Evaluation Completion Report as of
December 6, 2020 was reviewed to determine the age of outstanding evaluations:
= 108 0f 574 (19%) district evaluations (12 districts) not completed have been due for
two years or more.
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= 11 0of 61 (18%) division evaluations (two divisions) not completed have been due for
two years or more.

Districts: Age of Evaluations Due*

0-3 Months 46 Months 7-12 Months 1-2 Years Over 2 years Total
ABL 1 - - - - 1
AMA 4 - - - - 4
ATL 1 1 - - - 2
AUS 33 7 5 4 1 50
BMT 4 4 1 3 1 13
BRY 2 - 2 - 1 5
BWD - 1 1 2 4
CHS 1 - - - - 1
CRP 15 1 - - 16
DAL 13 8 2 3 5 31
ELP 10 7 5 3 6 31
FTW 19 6 12 27 40 104
HOU 48 15 16 27 30 136
LBB 4 1 - - - 5
LFK 1 - - - 1
LRD 4 2 1 4 2 13
ODA 9 3 - - - 12
PAR 16 1 - 1 - 18
PHR 11 1 2 2 2 18
SAT 19 9 13 12 13 66
SIT 5 1 - 4 5 15
TYL 5 - - - - 5
WAC 2 4 8 1 - 15
WFS - - - 1 - 1
YKM 4 1 1 1 - 7
Total 231 73 69 93 108 574

Divisions: Age of Evaluations Due*

Division 0-3 Months 4-6 Months 7-12 Months 12 years Over 2 years Total
BRG 1 - - - - 1
ENV 5 1 - - - 6
GAOD - 1 - - - 1
MNT 5 1 2 - - 8
MRD 2 - - - - 2
PFD 6 3 2 1 12
ROW 1 1 - - 4 6
RRD 2 - - - 2
SSD 4 - - - 5
TOD 2 - - - - 2
TPD 3 1 1 - 7 12
TPP - - 1 1 - 2
TRF 2 - - - - 2
Total 33 8 7 2 11 61

*Source: PEPS Provider Evaluation Completion Report as of December 6,2020
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Management Action Plan (MAP):

MAP Owners:
Dan Neal, Center of Excellence Section Director, PEPS Division
Dione Albert, Controls Section Director, PEPS Division

MAP 1.1: The Professional Engineering Procurement Services Division (PEPS) will define and
discuss a timeframe in which an evaluation must be completed after it becomes due with
Transportation Planning & Development (TP&D) Directors at the February 17, 2021 meeting.
Implementation of the timeframe will be covered in MAP 1.2.

Completion Date: April 15,2021

MAP 1.2: Based on the results of MAP 1.1, Professional Engineering Procurement Services
Division (PEPS) will update the PEPS Contracting: Contract Management for the Project
Manager manual, the TxDOT Project Manager and Contract Administrator Responsibilities
Table, and the Instructions for Entering Provider Evaluations into the Professional Services
Contract Administration Management System (PS-CAMS) to include the timeframe
requirement. PEPS will communicate the timeframe requirement to districts and divisions.

Completion Date: May 15, 2021

MAP 1.3: The Professional Engineering Procurement Services Division (PEPS) will research
the process of aging past due evaluations to monitor the evaluations for timeliness. PEPS
will evaluate methods for providing the project managers, supervisors, and respective
district engineers and division directors with the aging information, including additional
reporting on the Engineering Operations Dashboard and additional detail on the monthly
email sent by the Deputy Director of PEPS. Implementation to be covered in MAP 1.4.

Completion Date: May 15, 2021
MAP 1.4: Based on the results of MAP 1.3, Professional Engineering Procurement Services
Division (PEPS) will work with the Information Technology Division to implement the

necessary changes to PS-CAMS and to the Engineering Operations Dashboard reporting to
monitor past due evaluations and ensure the timely completion of PEPS evaluations.

Completion Date: May 15, 2021

MAP Ownetrs:

District engineers and division directors (for those who have prime provider evaluations that
are being tracked monthly by the Professional Engineering Procurement Services Division)
MAP 1.5: District engineers and division directors will develop a plan to address evaluations
identified by the Internal Audit Division to be over six months past due as of December 6,

2020 within their districts and divisions.

Completion Date: May 15,2021

February 2021 6



PEPS: Consultant Performance TxDOT Internal Audit Division - Limited Scope

MAP 1.6: District engineers and division directors will monitor outstanding evaluations
within their districts and divisions to ensure they are completed as required by MAP 1.2.

Completion Date: August 15,2021
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Finding No. 2: Evaluation Comments Not Required

Condition

Comments to support scores on evaluations were not input into the Professional Services
Contract Administration Management System (PS-CAMS) by TxDOT project managers on a
consistent basis. Evaluation scores that are below or above the average score of 3 are
strongly recommended, but not required to have rationale entered into the comments
section of PS-CAMS.

Effect/Potential Impact

Without proper documented and retained substantiation or rationale for evaluation scores,
the prime provider evaluation may not be supportable, complete, or accepted by internal or
external parties. In addition, detailed feedback may not be able to be provided to the prime
provider on their developmental areas or strengths, which could impact future performance.

Criteria

Professional Engineering Procurement Services Division (PEPS) Contracting: Contract
Management for the Project Manager states that “it is strongly recommended that
comments be used to explain the rationale for selecting any scores that are above or below
the “satisfactory” threshold score of 3.” Per the manual, comments are considered valuable
when discussing the evaluation with the prime provider or the TxDOT project manager or
supervisor.

Cause

Internal TxDOT policy and procedure allows for comments not to be consistently made to
support evaluation scores. In addition, TXDOT project managers are not required to support
evaluation scores through comments, documentation, and/or rationale; however, it is
strongly recommended by PEPS.

Evidence

Detailed scores and comments for all evaluations completed between October 16, 2019
and December 16, 2020 were obtained. Testing identified 69% of scores did not have
comments to support the rating;

Evaluation Scores and Comments*

Percentage With No

Number with No

Commerts Comments to Support

Scores

Evaluation Criteria Scores Number of Scores

1 (unsatisfactory) 86 18 21%
2 627 110 18%

3 (satisfactory) 16,044 14,265 89%
4 12,735 7,580 60%

5 (excellent) 9,885 5,370 54%
Total 39,377 27,343 69%

*Source: PS-CAMS data on evaluations completed between October 16,2019 and December 16,2020
obtained from PEPS
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Management Action Plan (MAP):

MAP Owners:
Dan Neal, Center of Excellence Section Director, PEPS Division
Dione Albert, Controls Section Director, PEPS Division

MAP 2.1: The Professional Engineering Procurement Services Division (PEPS) has been
working on suggested wording for evaluation criteria by score. PEPS will discuss the
proposed language with Transportation Planning & Development (TP&D) Directors at the
February 17,2021 meeting and develop standardized comments for each score for each
criterion to be used as default comment language by project managers.

Completion Date: May 15, 2021

MAP 2.2: The Professional Engineering Procurement Services Division (PEPS) will update the
policy and procedures to require comments on all evaluation criteria scores. PEPS will
update the PEPS Contracting: Contract Management for the Project Manager manual and
the Instructions for Entering Provider Evaluations into the Professional Services Contract
Administration Management System (PS-CAMS) to include the new requirement for
comments and communicate it to districts and divisions.

Completion Date: August 15,2021

MAP 2.3: The Professional Engineering Procurement Services Division (PEPS) will work with
the Information Technology Division (ITD) to modify Professional Services - Contract
Administration Management System (PS-CAMS) to have suggested language default. Project
managers will have the ability to add details to the default comment language.

Completion Date: September 15, 2021
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PEPS: Consultant Performance

Summary Results Based on Enterprise Risk Management Framework

Audit Results Dashboard
PEPS: Consultant Performance

Business Objectives (Reporting, Operational, Compliance)

ERM Component

Control
Environment

Control Activities

Organizational Tone

Scope Areas Evaluated

0.C

Outstanding Evaluations

Business Objective/Goal-Setting

0.C

Evaluation Comments

Resource Capacity

Forecasting/Budget

Training and Development

Risk Identification/Planning

Risk Assessment/Impact Analysis

Risk A it

Risk Response/Cost-Benefit Analysis

Business Continuity

Control Activities

Policies/Procedure Development & Maintenance 1 2
Approvals/Authorizations

Segregation of Duties/System Access

Safeguarding Assets/Security

Information &
Communication

Information Classification

Information Input

Information Processing

Information Output

Internal and External Reporting

Exception Reporting Review

Reconciliations

Monitoring Root-Cause Analysis
Evaluations/Inspections 1
Management Action Plans
Scope Area Assessment
- . . Needs -
Rating Assessment Grid Exemplary Satisfactory Unsatisfactory
Improvement
.
Closing Comments

The results of this audit were discussed with the Professional Engineering Procurement

Services Division (PEPS), District Engineers, and Division Directors on February 11, 2021.
The Internal Audit Division appreciates the cooperation and assistance received from the
PEPS Division and district/division personnel during this audit.
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