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Executive Summary

Objective

To assess the effectiveness of the Professional Engineering Procurement Services Division
(PEPS) contractor prime provider evaluation process.

Overall Engagement Assessment - | X
Priority 1  Priority 2 Priority 3 Priority 4

Control mechanisms are not designed or operating to optimize program efficiency and
effectiveness. Programmatic improvements can be achieved by addressing control
deficiencies identified. Improvements to address deficiencies include redesign, execution,
and performance measurement.

Summary Results

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

Finding 1: Substantiation of Prime Provider Evaluation Scoring
Control X Operating
Design Effectiveness
Districts/Divisions (D/Ds) were not required to include substantiation for measurable outcomes
associated with the prime provider evaluations (evaluations) that would assist in justifying the

evaluator’s rationale for their scores and comments.

X Division | PEPS District Yes

e 924 0of 1,266 (73%) comments could not be validated through supporting documentation.
e 82 of 342 (24%) comments did not align with the supporting documentation provided.

(Impact): Without requiring substantiation for measurable outcomes that are defined in evaluation
standards (i.e., rubric), providers may not receive a score that reflects actual performance. In
addition, varying interpretation of the evaluation standards may not properly highlight performance
issues, which could further result in the continued selection of low-performing providers.

Finding 2: Incomplete Evaluations and Responses

Control X Operating
Design Effectiveness
Elements of the evaluation process were not consistently performed to properly notify providers,

retain, and complete evaluations.

X Division | PEPS District Yes

Provider Responses

e 37 of 37 (100%) evaluations did not contain the date of the provider's acknowledgment.

Communications to the Provider

e 47 of 51 (92%) evaluations did not include the statement that the provider’s signature does not
indicate their agreement with the evaluation scores within the communication, as required by
PEPS.

Complete Information in the Professional Services Contract Management System (PSCMS)

e 1,430 of 4,282 (33%) scored evaluations did not contain a comment in PSCMS that the provider
did not respond.

“No Work Done” Designation

e 10 of 56 (18%) non-scored evaluations were confirmed to have had work performed within the
preceding 12 months, thus requiring an evaluation be completed.

(Impact): Without proper acknowledgement or feedback being consistently completed and
communicated, providers may not receive all the necessary information to assist in their
developmental areas or to build on their strengths, which could impact future performance.
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Audit testing completed not resulting in management action plans.

Scope Area 1: Prime Provider Evaluation Process

e One district sampled created a standard operating procedure to guide district employees
through the process of completing evaluations in PSCMS to help ensure full communication of
evaluations to providers.

e Of the 4,198 evaluation approvals reviewed with evaluator and approving manager names
available in PSCMS, 99% had a different evaluator than approver, as required by PEPS policy.

Scope Area 2: PEPS Prime Provider Evaluation Process Oversight

e PEPS created the Instructions for Entering Information into PSCMS guide and the PEPS
Contracting: Contract Management for the Project Manager manual to provide information to
D/Ds on completing evaluations, required PSCMS fields for evaluators to complete, scoring
rationale and comments, and non-scored evaluations.

Control Environment

23 Code of Federal Regulations 172.9(d)(2) requires TxDOT to prepare an evaluation
summarizing the provider’s performance on a contract or work authorization and send a
copy of the performance evaluation to the provider, allowing an opportunity for the provider
to submit written responses/comments to be documented with the evaluation.

TxDOT policy dictates that Project Managers (i.e., evaluators) evaluate providers at least
annually and/or at contract completion. Evaluations are completed within PSCMS and must
include corresponding comments to support the rating for all evaluation criteria. Evaluators
then export evaluations into DocuSign for manager review and signature approval. Lastly,
evaluators are required to share the evaluation with the provider. These communications
should include a request for a response within three to five days, a signature to
acknowledge receipt of the evaluation, and clarification that the signature does not indicate
agreement with the evaluation. If the provider submits a response, the evaluator should
enter the comments in PSCMS then store the final evaluation within the district project files.
Providers may also input the responder’s name, date of response, and response comments
directly into the PSCMS provider portal.

An evaluator can designate a "No Work Done” flag on a project in PSCMS when a provider
has not completed work or submitted an invoice during the evaluation period (i.e., 12
months), which results in a completed, non-scored evaluation and removes it from PEPS’s
Evaluation Completion Dashboard that monitors evaluation completion.

PEPS has created evaluation standards (i.e., rubric) to be used by evaluators when scoring
evaluation criteria. Evaluators score evaluation criteria on a 1 (unsatisfactory) to 5
(excellent) scale. To facilitate the completion of the evaluation, PSCMS automatically
populates a default comment based on the selected score. Evaluators may edit the default
comment to include additional information or explain the score rationale. However, PEPS
does not require the evaluators to retain documentation that supports the selected scores
and corresponding comments.

Background

PEPS is the contracting division of providers of architectural, professional engineering, and
surveying services for transportation projects and administers the requirements for
evaluations.

TxDOT uses the evaluations as 1) a management tool to deliver feedback to the provider on
their performance, and 2) a component to select providers for future contracts. PEPS began
completing evaluations electronically in PSCMS, the database system of record for TxDOT's
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engineering, architecture, and surveying contracts in 2018. For perspective, between April
2022 and March 2025, D/Ds completed 4,338 evaluations and had scores ranging between
56.03 and 97.25.

Issues or concerns of the provider’s work performed outside of the current phase of the
work authorization are not included within the evaluation process (i.e., errors and omissions
change orders), potentially skewing provider selections for future contracts or work
authorizations.
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Scope and Methodology

The audit was conducted during the period from March 3, 2025, to May 23, 2025. Testing
focused on the support, review, communication, and consistency of scoring methodologies
for 70 evaluations completed between April 2022 and March 2025 for the Abilene, Corpus
Christi, Dallas, Laredo, Odessa, Pharr, and San Antonio Districts, as well as the Materials
and Tests, Support Services, and Transportation Planning & Programming Divisions.
Additionally, the testing further focused on 4,338 evaluations completed between April 2022
and March 2025 for all districts and divisions for completeness.

Scope Area 1: Prime Provider Evaluation Process

Determined if project managers (PMs) and manager reviews allow for consistent and effective

scoring of prime provider evaluations (evaluations).

e Reviewed federal criteria, including Title 23 Code of Federal Regulation (CFR) Part 172, state
criteria, including Texas Administrative Code (TAC) 43 §9.41, and TxDQOT criteria, including the
Professional Engineering Procurement Services Division (PEPS) Contracting: Contract
Management for the Project Manager manual and the Instructions for Entering Provider
Evaluations into the professional services contract management system (PSCMS) guide.

e Conducted interviews with key PEPS personnel, including the Division Director, PEPS - Center of
Excellence Section Director, PEPS Control Section Director, and Data Analyst; key district
personnel, including Transportation Specialist, Transportation Engineer, Transportation Engineer
Supervisor, Director of Construction, Assistant Area Engineer, Contract Specialist, and Director of
Transportation Planning & Development (TP&D); and key division personnel, including Operations
Section Director, Business Operations Manager, and Architect.

e Validated that evaluators were not approving their own evaluations for the 4,338 evaluations
completed between April 2022 and March 2025.

e Judgmentally selected 70 evaluations from seven districts and three divisions to include in testing
based on trending performed, such as average evaluation scoring for the district/division (D/D)
and individual evaluators, as well as corresponding evaluation scores.

- Assessed the reliability of evaluation data obtained from PSCMS by checking for duplicate
entries and identifying blank cells and determined that the data was sufficiently reliable to
select a sample of evaluations completed between April 2022 and March 2025 for review.

- For the 70 sampled evaluations, reviewed comments to determine if they may require more
documentation to support the selected score, if the comments align with the selected
evaluation score, and if evaluators document provider responses in PSCMS.

¢ Judgmentally selected eight providers based on evaluation criteria scores, evaluating D/D, and
overall evaluation scores. At a minimum, two evaluations per provider were further selected.

- For the eight sampled providers and two evaluations sampled per provider, validated that
the D/Ds maintain documentation to support evaluation scores and comments, comments
align with the selected evaluation score, and scoring methodologies were consistent
between the evaluating D/Ds.

e Reviewed the prime provider evaluation criteria to determine if all provider performance
indicators are taken into consideration.

Scope Area 2: PEPS Prime Provider Evaluation Process Oversight

Determined if the PEPS oversight of prime provider evaluations is effective to provide consistent

evaluations.

e Reviewed federal criteria, including Title 23 CFR Part 172, state criteria, including TAC 43 §9.41,
and TxDOT criteria, including the PEPS Contracting: Contract Management for the Project
Manager manual and the Instructions for Entering Provider Evaluations into PSCMS.

e Conducted interviews with key PEPS personnel including the Division Director, PEPS - Center of
Excellence Section Director, PEPS Control Section Director, and Data Analyst; key district
personnel including Transportation Specialists, Transportation Engineer, Transportation Engineer
Supervisor, Director of Construction, Area Engineer, and Contract Specialist; and key division
personnel including Project Finance & Operations Section Director, Project Development Manager,
and Architect Assistant.

e For the 4,338 evaluations completed between April 2022 and March 2025, validated that only
contracts/work authorizations with no work completed had evaluations with the “No Work Done”
designation, and evaluations had all required comments completed in PSCMS.
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Detailed Audit Findings and Management Action Plans (MAPs)

Finding No. 1: Substantiation of Prime Provider Evaluation Scoring

Condition

Districts/Divisions (D/Ds) were not required to include further substantiation for measurable
outcomes associated with the prime provider evaluations (evaluations) that would assist in
justifying the evaluator’s rationale for their scores and comments.

Effect/Potential Impact

Without requiring substantiation for measurable outcomes that are defined in evaluation
standards (i.e., rubric), providers may not receive a score that reflects actual performance.
Additionally, varying interpretation of the evaluation standards may not properly highlight
performance issues, which could further result in the continued selection of low-performing
providers.

Criteria

The Professional Engineering Procurement Services Division (PEPS) Contracting: Contract
Management for the Project Manager manual states that comments are required and must
be used to explain the rationale for selecting all scores.

The Instructions for Entering Provider Evaluations into the Professional Services Contract
Management System (PSCMS) guide (Instructions Guide) outlines and defines the
evaluation criteria to assess the provider. Each evaluator is required to select the
appropriate score based on the defined standard for each evaluation criteria.

Cause

The guidance created by the PEPS - Center of Excellence Section does not contain
procedures to retain supporting documentation for measurable performance to further
substantiate the application of established standards and resulting evaluation scores.

D/D management has not consistently applied the evaluation standards to rate the
providers. Additionally, evaluators scored providers higher than warranted by the actual
performance to avoid difficult conversations with the providers about their performance, as
the providers were not always aware of or understood the scoring guidelines.

While PEPS performs comparisons of providers’ average scores, no root-cause analysis is
performed of any outliers.

Evidence
Scoring Criteria Comments
A review was performed on 1,266 comments populated in PSCMS for 85 evaluations
completed between April 2022 and March 2025 to verify alignment with the selected scores.
e 924 of 1,266 (73%) comments entered in PSCMS could not be substantiated for
consistency with evaluation standards or supporting documentation.
e For the remaining 342 comments entered in PSCMS:
— 82 of 342 (24%) default comments did not align with the supporting
documentation provided. Adjusted scores based on documentation could result in
a decrease of .50 to 30.00 points in the overall score.

Application of Scores

A review of eight providers (at least two evaluations per provider), corresponding
documentation, and interviews with TxDOT evaluators to determine if D/Ds are applying the
statewide evaluation methodology consistently.
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e 4 of 8 (50%) providers’ evaluations did not have quantified measurements or
documentation available for review to determine the consistency of the methodology’s
application in evaluating the provider’s performance.

e 4 of 8 (50%) providers demonstrated similar performance through comments in the
evaluation; however, support for scores provided did not match the evaluation standards
developed by PEPS, resulting in differences ranging from 24.75 to 43 points.

Management Action Plans (MAPs)

MAP 1.1 | Completion Date: March 15, 2026 | Division: | Yes |District:| No
The Professional Engineering Procurement Services Division (PEPS) will publish additional guidance
and provide training on the documentation of issues to support prime provider evaluation scores,
including where to store the documentation.

PEPS will develop a methodology for analyzing scores to determine alignment, expectations, and
established methodologies and discuss any variances identified with districts/divisions. The results of
the review will be shared with divisions/districts as applicable.

MAP Owner: | Dan Neal II, Center of Excellence Section Director, PEPS

MAP 1.2 | Completion Date: August 15, 2026 | Division: | Yes |District:| No
The Professional Engineering Procurement Services Division (PEPS) will conduct a Project Manager
Huddle training session for department project managers on the policy and procedures on
developing and conducting evaluations, including the management of support documentation to
support the evaluation and conduct a session at the next PEPS Conference.

PEPS and the Information Technology Division will explore opportunities to evaluate automated tools
for use in the analysis of the evaluation data.
MAP Owner: | Dan Neal II, Center of Excellence Section Director, PEPS

MAP 1.3 | Completion Date: September 15, 2026 | Division: | Yes |District:| Yes
Districts and Divisions will implement changes to prime provider evaluation process as
communicated by Professional Engineering Procurement Services Division in MAP 1.1.

District Engineers

Karrie Boedeker, Operations Section Director, Transportation Planning &
Programming Division

MAP Owners: Enad Mahmoud, Deputy Director, Materials and Tests Division
Warren Rose, Facilities Planning & Management Section Director, Support Services
Division

MAP 1.4 | Completion Date: February 15, 2027 | Division: | Yes |District:| No

The Professional Engineering Procurement Services Division (PEPS) will work with the Construction
Division to develop a solution to capture the evaluation of the design during the construction phase
within the provider procurement process.

MAP Owner: | Dan Neal II, Center of Excellence Section Director, PEPS

MAP 1.5 | Completion Date: August 15, 2027 | Division: | Yes |District:| No
The Professional Engineering Procurement Services Division (PEPS) will work with a workgroup of
Transportation Planning & Development (TP&D) Directors to evaluate and update the prime
provider’s evaluation rubric to clarify scoring requirements and corresponding documentation,
specifically the higher weighted criteria.

MAP Owner: | Dan Neal II, Center of Excellence Section Director, PEPS

MAP 1.6 | Completion Date: February 15, 2028 | Division: | Yes |District:| No
The Professional Engineering Procurement Services Division (PEPS) will work with Information
Technology Division to incorporate the solution from MAP 1.4 to capture the evaluation in the
provider procurement process and the revised evaluation from MAP 1.5 into the existing or new
prime provider evaluation system.

MAP Owner: |Dan Neal II, Center of Excellence Section Director, PEPS
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Finding No. 2: Incomplete Evaluations and Responses

Condition
Elements of the evaluation process were not consistently performed to properly notify
providers, retain, and complete evaluations.

Effect/Potential Impact

Without proper acknowledgement or feedback being consistently completed and
communicated, providers may not receive the specific information they need to assist in
their developmental areas or to build upon their strengths, which could impact future
performance.

Criteria

Professional Engineering Procurement Services Division (PEPS) Contracting: Contract
Management for the Project Manager manual requires evaluators to use comments to
explain the rationale for all selected scores. Additionally, the manual requires evaluators to
discuss the results with the provider, request that the provider sign the evaluation to
acknowledge they have received a copy of their evaluation, and to document the provider’s
response and signature information (i.e., the responder’s name, and date of
acknowledgment) in Professional Services Contract Management System (PSCMS).

The Instructions for Entering Provider Evaluations into the PSCMS guide (Instructions Guide)
requires the evaluator to inform the provider that signing the evaluation does not signify an
agreement with the results and request a response within three to five days. Additionally, if
the provider did not work on the contract/work authorization or did not submit an invoice
during the past 12 months (i.e., evaluation period), evaluators can select the "No Work
Done" flag in PSCMS thus creating a non-scored evaluation.

23 Code of Federal Regulations (CFR) 172.9(d)(2) requires contracting agencies to send a
copy of the performance evaluation to the provider and allow the provider to submit written
comments to be attached to the evaluation.

Cause

Evaluators did not always 1) select the appropriate evaluation type (i.e., Annual,
Completion, PM Change, Issue Based, and Other), 2) score comments for all evaluation
criteria, 3) appropriately select the "No Work Done" designation, 4) include the required
wording within evaluation communication to providers, and/or 5) include the responder’s
name, their response, and date of acknowledgment into PSCMS.

PSCMS allows users to complete evaluations with blank fields and does not prevent users
from creating a non-scored evaluation when providers perform work or submit an invoice.
Additionally, neither the managers of those performing the evaluations nor PEPS monitor
these evaluations to validate that evaluators are populating all required fields.

Evidence

Evaluations

A review was performed on 4,282 scored evaluations completed between April 2022 and
March 2025, to determine if 1) evaluators entered all required information into PSCMS, such
as score comments for all evaluation criteria and provider responses, and 2) evaluators
completed scored evaluations for contracts with work performed during the evaluation
period.
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Complete Information in PSCMS

e 1,430 of 4,282 (33%) scored evaluations did not contain a response from the provider
in PSCMS.

e 61 of 4,282 (1%) scored evaluations did not have 280 evaluation criteria comments
(15 per evaluation) in PSCMS to support the evaluation criteria scores.

No Work Done Designation
e 136 of 4,282 (3%) scored evaluations were confirmed to have no work performed
within the preceding 12 months.

Additionally, a review of 56 non-scored evaluations completed between April 2022 and

March 2025 was performed to assess whether evaluators appropriately used the “"No Work

Done” designation.

e 10 of 56 (18%) non-scored evaluations were confirmed to have had work performed
within the preceding 12 months.

Communications

A review was performed on 70 judgmentally selected scored evaluations between April 2022
and March 2025, to determine if 1) evaluators communicated the evaluation to providers
with all required elements, and 2) evaluators documented the provider responses in PSCMS
with the date of the provider’s acknowledgement, responder’s name, and the supporting
documentation matches the response provided.

Communications to the Provider

e 47 of 51 (92%) evaluations did not include the required statement that the provider’s
“signature does not indicate their agreement with the evaluation scores” within the
communication.

e 39 of 51 (76%) evaluations did not include a request for the provider to respond
within three to five days, as required, within the communication.

e 14 of 51 (27%) evaluations did not include a request for the provider’s signature, as
required.

e The remaining 19 communications to the provider could not be validated.

Provider Responses
e All 37 evaluations with a provider response did not contain the date of the provider's
acknowledgment in PSCMS within the response.
- 36 of 37 (97%) evaluations with a provider response did not include the
provider’s name in PSCMS, as required.
- 8 of 37 (22%) evaluations with a provider response in PSCMS stated “Firm did
not provide a response” did not match the provided supporting documentation.
¢ The remaining 33 evaluations’ provider response fields were blank or indicated that
the provider did not respond.

Management Action Plans (MAPs)

MAP 2.1 | Completion Date: December 15, 2025 | Division: | Yes |District:| No
The Professional Engineering Procurement Services Division (PEPS) will create a Tableau dashboard
to identify and analyze trends, detect anomalies, and uncover opportunities related to Project
Managers and Consulting firms across multiple districts/divisions. The results of the analysis will be
shared with divisions/districts as applicable.

MAP Owner: | Shana Thomas, Controls Section Director, PEPS
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MAP 2.2 | Completion Date: May 15, 2026 | Division: | Yes |District:] No

The Professional Engineering Procurement Services Division (PEPS) will work with the Information
Technology Division (ITD) to develop a solution to identify or potentially prevent the use of the “No
Work Done” flag when an invoice has been submitted for that work period.

PEPS will work with ITD to develop a solution to prevent:

e a provider evaluator from approving their own evaluation by obtaining their supervisor’s
approval prior to submitting the evaluation to the provider for discussion.

e an evaluation being completed with blank fields.

MAP Owner: | Dan Neal II, Center of Excellence Section Director, PEPS

MAP 2.3 | Completion Date: February 15, 2027 | Division: | Yes |District:| No

The Professional Engineering Procurement Services Division (PEPS) will work with the Information
Technology Division to develop an automated workflow solution to convey the evaluation
electronically through the review and approval process through to completion.

MAP Owner: |Dan Neal II, Center of Excellence Section Director, PEPS
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Observation and Recommendation

Audit Observation (a): Feedback Considerations

Based on a review of the established methodology, additional evaluation criteria for provider
performance in a subsequent project phase was currently not considered for providers, such
as Error and Omission (E&QO) Change Orders. Further assessment of the 12 E&O Change
Orders created between fiscal year 2022 and 2025 determined that evaluators did not
consider the design feedback during the construction phase.

Effect/Potential Impact:

Without embodying all applicable feedback for a provider within the evaluations, such as
E&O Change Orders which is identified within a different phase of a project, future selection
of providers can be impacted.

Audit Recommendation:

Professional Engineering Procurement Services Division (PEPS) should establish a
methodology to ensure that all feedback points are incorporated into the evaluation process
for consideration prior to future provider selections.
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Summary Results Based on Enterprise Risk Management Framework

The Internal Audit Division uses the Committee of Sponsoring Organizations of the
Treadway Commission (COSO) Internal Control — Integrated Framework version 2013.

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

Audit Results Dashboard
Prime Provider Evaluations

Scope Areas Evaluated

Control Activities Prime Provider Evaluation Process FEREH Provider Evaluation
Process Oversight

Organizational Tone

Business Objective/Performance Measures
Control

G Resource Capacity

Forecasting/Budget
Training and Development
Risk Identification/Planning
Risk Risk Assessment/Impact Analysis
Assessment  pigl Response/Cost-Benefit Analysis
Business Continuity
Policies/Procedure Development & Maintenance _
Review/Approvals
Control Supporting Evidence/Records Retention 1,2
Activities Segregation of Duties _
Safeguarding Assets
General IT Controls
Data/Information Classification

Data/Information Input 2
Information &

Communication Data/Information Processing

Data/Information Output
Internal and External Reporting
Evaluations/ Inspections 1, 2, (a)
. Quality Control/Quality Assurance Reviews 1,2
Monitoring .
Reconciliations

Management Assessments

Scope Area Assessment
Rating Assessment Grid _ Priority 2 Priority 3 _
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Closing Comments

This report is prepared for the Texas Transportation Commission and for the Administration
and Management of TxDOT. The report presents the results of the Prime Provider
Evaluations audit which was conducted as part of the Fiscal Year 2025 Audit Plan.

We conducted this performance audit in accordance with Generally Accepted Government
Auditing Standards and in conformance with the Global Internal Audit 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 conclusions based on our audit
objectives. Recommendations to mitigate risks identified were provided to management
during the engagement to assist in the formulation of the management action plans
included in this report.

The results of this audit were discussed with the Professional Engineering Procurement
Services Division Director, Materials and Tests Division Director, Support Services Division
Director, Transportation Planning & Programming Division Director, and District Engineers on
August 12, 2025. The Internal Audit Division appreciates the cooperation and assistance
received from the personnel contacted during this audit.
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