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Connecting you with Texas.

What to Expect After Selection

Selected Team

Prime Provider

Sub-Providers

TxDOT

PEPS Service Center

PEPS Negotiations Center
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Connecting you with Texas.

Roles and Responsibilities
PEPS Procurement Engineer (PcE)

Coordinates with Prime Provider PM for contract components

Negotiates the Job/Labor Classifications, Unit Costs and ODEs with Prime 
Provider PM.

Acts as the liaison between the District/Division and the Negotiation Center

Coordinates with Negotiation Center for finalized Attachment E for insertion 
in contract.

Finalizes procurement process and facilitates contract execution.
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Connecting you with Texas.

Roles and Responsibilities
Prime Provider Project Manager

Coordinates with PcE regarding contract components.

Coordinates with Sub-Providers regarding assigned tasks and develops 
list of applicable job/labor classifications, Unit Costs and ODEs.

Communicates issues/concerns/requests from Sub-Providers to PcE.

Monitors negotiation status with Sub-Providers.

Provides confirmation of final Attachment E to PcE and NC for insertion 
into contract.
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Connecting you with Texas.

Roles and Responsibilities
PEPS NC Negotiator

Coordinates with PcE for inquiries/requests regarding negotiations.

Sends Provider negotiation workbook for completion.

Schedules TEAMS meeting to negotiate rates. 

Coordinates with provider for review/approval of final Transfer File to 
finalize negotiations.
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Connecting you with Texas.

Roles and Responsibilities
Prime & Sub Provider Negotiation POCs

Coordinates with Negotiation Center regarding questions or concerns during 
negotiations.

Completes negotiation workbook and submits by requested deadline to the 
negotiator.

Coordinates with negotiator to schedule TEAMS meeting to negotiate rates 
and finalize.

Reviews/Approves final Transfer final in a timely manner to finalize 
negotiation process.
Provides confirmation of final Attachment E to Prime Provider for final 
confirmation to PcE.
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Connecting you with Texas.

Rate Negotiation Process Stages

Job/Labor Classification 
Negotiation

Job Class Pick List

Job/Labor Rates 
Evaluation & Negotiation

Negotiation Workbook

Transfer File & 
Attachment E Completion

Transfer File
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Connecting you with Texas.

Direct Costs: Labor, UC and ODEs
• During the Job/Labor Classification Negotiation Stage, it is important for 

Prime Provider Project Managers and Sub-Provider Support Managers to 
coordinate with the Negotiation Points of Contact in their firm.

• Determine which labor classifications, unit costs, and unique ODEs may be 
needed for your firm based on the services and tasks you are expected to 
perform on the contract as shown on the Project Team Composition form.

• This should be finalized with the PcE prior to the Rate Request being 
submitted to the Negotiation Center.



10

Connecting you with Texas.

Negotiation Workbook
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Connecting you with Texas.

Indirect Cost Rate (OH) and Profit
Contract rates in the Fee Schedule will incorporate the hourly salary rate, the 
negotiated profit and an audited overhead rate (or negotiated multiplier).

Applicable Audited Overhead rates are determined by the Rate Request date for the 
procurement, not the date of negotiation.

Firms that are administratively qualified with have an overhead percentage that will 
be applied to the base rate to establish the final contract rate.

Non-Engineering Firms or Firms performing exempt services will have a multiplier 
negotiated and applied to the base rate to establish the final contract rate.

The Negotiation Center negotiates a profit rate between 8 and 12 percent based on 
the project size, complexity, duration, discipline of work and degree of risk.
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Transfer File
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Connecting you with Texas.

Attachment E
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Connecting you with Texas.

Profit and Escalation Policy

Statewide Policy for Escalation

•Escalation will be applied to long-term contracts (five years or 
longer in duration).

• Escalation will be determined using the US Bureau of Labor 
Statistics Producer Price Index (PPI) three-year average.

•Escalation will be applied at the third year from the date of 
execution and applied every second year thereafter.

• Escalation will be considered for existing contracts without 
escalation only with a Supplemental Agreement that includes 
an extension of time or a change in the scope of services.
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Connecting you with Texas.

Profit and Escalation Policy
March 2023 Directive

• To maximize the use of existing contracts during the 
current period of high inflation, contract modifications 
that include a scope change or a schedule change may 
include provisions for escalation of rates into the 
contract.

• The value used for escalation will be determined using 
the two-year average of the Producer Price Index (PPI), 
currently 3.6% instead of the three-year average.
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Connecting you with Texas.

Profit and Escalation Policy
September 2023 Revision

• Applicable to contracts executed in FY 2018 or earlier:
oWhen negotiating a supplemental agreement to a contract due to 

a change in scope or schedule, a District Engineer (DE) or 
Division Director (DD) may agree to utilizing the firm’s current 
annual negotiated rates to avoid an impasse.

oThe DE/DD may consider escalation of unit costs (UC) and other 
direct expenses (ODEs)

• Negotiated Maximum Not to Exceed for contract or work 
authorization will not be adjusted or renegotiated.

• Overhead and profit rates are not subject to escalation.
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The Road Ahead

Updated Rate 
Curves for 

Negotiations 
Including 2024 Data

Consolidated Job 
Classifications List 
and Updated Unit 
Costs and ODEs

Annual Rate 
Negotiations of 
Entire Provider 

Portfolio



Questions & 
Discussion



Rebecca Lozoya, P.E.
Negotiations Center Manager

Rebecca.Lozoya@txdot.gov

915-300-5705
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