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Executive Summary

Objective

To assess the efficiency and timeliness of the procurement process for goods and services.

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: Procurement Administration
Control X Operating
Design Effectiveness
The Procurement Division (PRO) does not consistently follow its documented administrative

processes to ensure requirements are met related to documenting and communicating delays in

issuing purchase orders (PO), meeting solicitation requirements, and verifying vendor eligibility.

X Division | Procurement Division (PRO) District No

Communication

e 307 of 317 (97%) POs that were delayed in issuance did not have evidence of communication
with the districts and divisions (D/D) that there was a delay.

e 300 of 317 (95%) POs that did not meet established procurement timeline metrics did not
include documented evidence identifying the cause of the delay in issuing the PO.

Solicitations

e 13 of 30 (43%) POs did not include evidence that the purchaser met the solicitation
requirements to obtain bids from three vendors maintained on the centralized master bidder’s
list; two vendors must be Texas certified historically underutilized businesses, based on the
estimated value of the contract for the good or service.

Vendor Eligibility
e 7 of 20 (35%) POs did not have documentation supporting that a complete vendor verification
was performed before issuance.

(Impact): Inconsistent application of PRO’s administrative procedures reduces the reliability of
procurement operations and weakens key oversight activities such as vendor selection, solicitation
practices, and communication of delays. Such application can limit transparency, competitive pricing
opportunities, and affect the overall efficiency and customer service of the procurement process.
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Finding 2: Vendor Performance Reports

Control X Operating

Design Effectiveness X Division | PRO District Yes

D/D have not consistently completed vendor performance reports (VPR) for vendors that failed to

meet promised delivery dates or for those vendors providing goods or services greater than $25K, as

encouraged or required, respectively, by TxDOT procurement policy.

e 255 0of 263 (97%) POs were less than $25K and did not have completed VPRs by D/D despite the
vendors being an average of 98 days over the promised date.

e 23 0of 27 (85%) VPRs for POs greater than $25K were not completed by the D/D.

(Impact): The absence of VPRs impairs TxDOT's ability to monitor vendor reliability, enforce
accountability, and make informed procurement decisions, thereby increasing the risk of repeated
vendor underperformance, inefficient use of public funds, and missed opportunities to strengthen
vendor management practices.

Finding 3: Procurement Due Dates

Control X Operating

Design . X Division | PRO District Yes

Requisitioners do not consistently enter accurate or complete due date information, which give

requisitioners a realistic expectation of when to expect a PO while simultaneously enabling the

purchaser to prioritize their requisition queues. In many instances, due dates are either omitted

entirely or entered as unrealistic values that do not align with established procurement timeline

metrics.

e 38 of 100 (38%) requisitions did not include a due date.

e 16 of 100 (16%) requisitions included a due date that was either the same day the requisition
was created or a date that was not feasible to obtain the good based on Procurement Division’s
(PRO) timeline metrics to acquire the goods.

(Impact): Due dates not entered or entered incorrectly impedes the ability to monitor realistic
procurement performance and contributes to the perception that procurement process lacks
efficiency and accountability. These deficiencies will result in delays to the procurement process,
affecting the timely delivery of goods and services necessary for effective operational planning and
execution.

Audit testing completed not resulting in management action plans.

Scope Area 1: Procurement Planning and Management

e Policies and procedures provide adequate guidance to the D/D on how to request goods and
services.

Scope Area 2: Procurement Processes

e Policies and procedures provide adequate guidance to the purchasers on how to procure goods
or services.

Control Environment

PRO operates within a centralized structure that emphasizes compliance, accountability, and
support for agency-wide purchasing activities. The division is organized into purchasing
sections, each led by a manager and supported by leads and purchasers, allowing for
targeted expertise across commodities and geographic regions.

Oversight mechanisms include internal reviews of requisition processing timelines and error
reports, which help identify systemic issues and promote timely resolution. PRO has
implemented procurement timeline metrics to establish expectations for PO issuance based
on purchase method types and has defined escalation protocols for delays.
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To promote consistency and reduce risk, PRO has developed a comprehensive set of
policies, standard operating procedures (SOPs), and job aids. These resources are designed
to guide requisitioners and purchasers through each step of the procurement process, clarify
roles and responsibilities, and ensure alignment with state procurement requirements. The
division also encourages the use of VPRs to assess vendor delivery and service quality,
supporting continuous improvement and informed decision-making.

Background

PRO facilitates the acquisition of goods and non-professional services across TxDOT through
the issuance of purchase orders (POs). Requisitions are submitted and processed within the
Enterprise Resource Planning System (ERP), and once approved, routed to PRO purchasers
based on item codes. Purchase methods are applied in accordance with state procurement
requirements, and PO documentation is maintained in the Contract Management and
Reporting System (CMRS).

During fiscal year 2024, through the time of review, PRO processed 6,646 POs totaling
approximately $29.4 million. Of these, 97.5% were issued for purchases under $25K.
Procured items supported operational needs across the agency and included office supplies,
furniture, fleet vehicle equipment, aviation inventory, and goods stocked in regional
distribution centers.

August 2025 | 3



Detailed Audit Report

Scope and Methodology

The audit was conducted during the period from March 2, 2025, to June 27, 2025. Testing
focused on the submission of requisitions, planning, and management of the procurement
process by divisions and districts (D/Ds), and the administrative processing of purchase
orders (POs) by the Procurement Division (PRO). A judgmental sample of completed non-
blanket POs was selected from the 6,646 issued during fiscal year (FY) 2024 to evaluate
compliance with procedures and the effectiveness of controls supporting the procurement
process.

Scope Area 1: Procurement Planning and Management

Assessed the submission, planning, and management of procurement requisitions by the D/D

executed in FY 2024.

e Reviewed criteria from the TxDOT Purchasing Manual, revised in 2024, related to areas
completed by the D/D to ensure it met state procurement and TxDOT requirements.

e Conducted interviews with procurement staff and requisitioners across selected D/D.

e Assessed the reliability of procurement data related to FY 2024 completed POs and determined
the data was sufficiently reliable for the purposes to determine a sample selection.

e Reviewed a sample of 100 judgmentally selected requisitions to assess the accuracy and
completeness of due date entries in alignment with established procurement guidelines and
timelines.

e Judgmentally selected 290 POs to evaluate completion of vendor performance reports (VPRs) by
D/D based on dollar value and delayed vendor delivery performance.

Scope Area 2: Procurement Processes

Evaluated the administrative process completed by PRO for completed POs executed in FY 2024 to

determine compliance with internal procedures.

e Reviewed criteria from the TxDOT Purchase Manual, revised in 2024, related to administrative
processes completed by PRO.

e Conducted interviews with PRO staff, including purchasers, lead purchasers, purchasing
managers, section director, and director.

e Assessed the reliability of procurement data related to FY 2024 completed POs and determined
the data was sufficiently reliable for the purposes to determine a sample selection.

e Judgmentally selected 317 completed purchase orders (POs) from: 1) purchase methods that did
not meet established Procurement Operations (PRO) timelines during FY 2024; 2) methods that
allowed coverage of all divisions/departments (D/D); and 3) POs that were significantly delayed
in issuance, to determine whether the cause of the delay was included in the PO file and whether
communication with the D/D regarding the delay was documented within the PO file.

e Judgmentally selected 30 completed POs that required competitive bidding to determine proper
solicitation was obtained based on documented requirements and estimated contract value.

e Judgmentally selected 20 completed POs to determine documentation retained to validate
complete vendor verification.
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Detailed Audit Findings and Management Action Plans (MAPs)

Finding No. 1: Procurement Administration

Condition

The Procurement Division (PRO) does not consistently follow its documented administrative
processes to ensure requirements are met related to documenting and communicating
delays in issuing purchase orders (PO), meeting solicitation requirements, and verifying
vendor eligibility.

Effect/Potential Impact

Inconsistent application of PRO’s administrative procedures reduces the reliability of
procurement operations and weakens key oversight activities such as vendor selection,
solicitation practices, and communication of delays. Such application can limit transparency,
competitive pricing opportunities, and affect the overall efficiency and customer service of
the procurement process.

Criteria

The Purchasing Manual, Chapter 2, Section 7 - PRO Responsibilities details the responsibility
of tracking communications related to the PO; while PRO Standard Operating Procedure,
revised May 2024, indicates purchasers must communicate any delays in issuing POs to the
districts and divisions (D/D).

The Purchasing Manual, Chapter 2, Section 3 - Solicitations details bidding (i.e., solicitation)
requirements based on estimated PO value, including, but not limited to, “no bid” and
“delegated purchases” purchase methods.

The Purchasing Manual, Chapter 2, Section 4 - Contract Award details purchaser
requirements to verify vendor is not prohibited from contracting with the state before
issuance of PO and documentation of that verification must be included in the PO file.

Cause

PRO has not established effective monitoring processes to ensure completion and
documentation of key steps (Communication, Solicitations, Vendor Eligibility) within PRO’s
procedures.

Evidence

Communication

A review of 317 POs was completed to determine if the delay in issuing POs was

communicated to the D/D and if PRO documented the reasoning POs did not meet

established procurement timeline metrics.

e 307 of 317 (97%) POs that were delayed did not have documented communication with
the D/D.

e 300 of 317 (95%) POs that did not meet established procurement timeline metrics did
not include documented evidence identifying the cause of the delay in issuing the PO.
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Solicitations

Reviewed 30 POs that required competitive bidding to determine if the solicitation process

met the requirements based on the estimated contract value.

e 13 of 30 (43%) POs did not include evidence that the purchaser met the solicitation
requirements to obtain bids from three vendors maintained on the centralized master
bidder’s list; two vendors must be Texas certified historically underutilized businesses,
based on the estimated value of the contract for the good or service.

Vendor Eligibility

A review was completed of 20 POs to determine if vendor review documentation was

retained to provide assurance the vendor was not precluded from receiving the award.

e 7 of 20 (35%) POs did not have documentation supporting that a complete vendor
verification was performed before issuance.

Management Action Plans (MAPs)

MAP 1.1 [ Completion Date: December 15, 2025 | Division: | Yes |District:| No
Procurement Division (PRO) will implement continuous monitoring of the purchase order (PO) files to
address the communication of delays and assurance that required documentation is consistently
maintained, specifically competitive bid and vendor eligibility documentation.

MAP Owner: | Kenneth Wood, Director, PRO
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Finding No. 2: Vendor Performance Reports

Condition

Districts and divisions (D/D) have not consistently completed vendor performance reports
(VPRs) for vendors that failed to meet promised delivery dates or for those providing goods
or services greater than $25K, as encouraged or required, respectively, by TxDOT
procurement policy.

Effect/Potential Impact

The absence of VPRs impairs TxDOT's ability to monitor vendor reliability, enforce
accountability, and make informed procurement decisions, thereby increasing the risk of
repeated underperformance, inefficient use of public funds, and missed opportunities to
strengthen vendor management practices.

Criteria

The Purchasing Manual, Chapter 4 Section 3 - Vendor Performance states that VPRs are
required for all purchase orders (PO) valued at amounts greater than $25K. For purchases
less than $25K, VPRs are encouraged where there are vendor performance concerns.

Additionally, the Purchasing Manual, Chapter 2, Section 4 — Contract Award, details
purchaser requirements to verify vendor is not prohibited from contracting with the state
before issuance of PO and documentation of that verification must be included in the PO file.

Cause

The current process does not establish a formal requirement for D/D to complete VPRs when
vendors fail to meet delivery dates for POs of $25K or less. Although PRO encourages
completion of VPRs when vendors fail to meet promised delivery dates or service
expectations, there is no structured follow-up to ensure D/D are completing VPRs. PRO also
does not verify whether D/D conduct VPRs for POs greater than $25K.

Evidence

D/D Vendor Performance Rating

A review of 290 POs was completed to determine if the D/D completed a VPR for vendors

that provided good/services valued at less than $25K and for those that were valued at

greater than $25K.

e 255 of 263 (97%) POs were less than $25K and did not have completed VPRs, as
encouraged by PRO, despite the vendor delivering goods on average of 98 days past the
vendor delivery promise date.

e 23 of 27 (85%) VPRs for POs greater than $25K were not completed by the D/D.

Management Action Plans (MAPs)

MAP 2.1 | Completion Date: November 15, 2025 | Division: | Yes |District:| No
Procurement Division (PRO) will communicate the developed tools designed to assist the
districts/divisions in the reporting of vendors that do not meet their promised delivery dates.

MAP Owner: | Kenneth Wood, Director, PRO
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Finding No. 3: Procurement Due Dates

Condition

Requisitioners do not consistently enter accurate or complete due date information, which
give requisitioners a realistic expectation of when to expect a purchase order (PO) while
simultaneously enabling the purchaser to prioritize their requisition queues. In many
instances, due dates are either omitted entirely or entered as unrealistic values that do not
align with established procurement timeline metrics.

Effect/Potential Impact

Due dates not entered or entered incorrectly impedes the ability to monitor performance
and contributes to the perception that the process lacks efficiency and accountability. These
deficiencies can result in delays to the issuance of the purchase order, affecting the timely
delivery of goods and services necessary for effective operational planning and execution.

Criteria

The Purchasing Manual, Chapter 2, Section 7 — Procurement Division (PRO) Responsibilities
requires that requisitioners submit complete and accurate requisitions, which include due
dates.

PRO developed job aids provide requisitioners with step-by-step guidance on how to enter

goods and service requests into the Enterprise Resource Planning System (ERP) to reduce

the likelihood of errors or omissions. PRO has established procurement timeline metrics for
issuing purchase orders (PO) based on the type of purchase.

Cause

Insufficient attention to detail by requisitioners, inadequate review by approvers, and
limited oversight by PRO have contributed to the entry of inaccurate and incomplete
requisition due dates.

Evidence

District/Division Requisition Review

A review of 100 requisitions was conducted to assess the accuracy and completeness of due

date entries:

e 38 of 100 (38%) requisitions did not include a due date.

e 16 of 100 (16%) requisitions included a due date that was either the same day the
requisition was created or a date that was not feasible to obtain the good based on PRO
timeline metrics to acquire the goods.

Management Action Plans (MAPs)

MAP 3.1 |Completion Date: January 15, 2026 | Division: | Yes | District: | No
Procurement Division (PRO) will collaborate with Information Technology Division to determine if the
reporting tool developed to monitor the information entered in the requisition meets TxDOT
requirement can be updated to capture when the due date on the requisition is not entered or does
not meet the time required based on purchase method.

MAP Owner: | Kenneth Wood, Director, PRO
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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
Timeliness and Proficiency of the Procurement Process
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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 Timeliness and Proficiency
of the Procurement Process audit which was conducted as part of the Fiscal Year (FY) 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 Procurement Division Director on August
15, 2025. The Internal Audit Division appreciates the cooperation and assistance received
from the personnel contacted during this audit.
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