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Objective and Scope 
To determine whether Texas Municipal Courts Education Center (TMCEC) has implemented 

necessary controls to ensure appropriate TxDOT grant funding management and to 

determine whether payments to TMCEC are supported by sufficient documentation and are 

allowable per applicable agreements.  

 

The scope of this audit included TMCEC’s current operations and requests for 

reimbursement submitted by TMCEC to TxDOT for grant period October 1, 2020 to 

September 30, 2021. 

 
Overall Conclusion 
TMCEC’s controls over TxDOT grant funding were not operating effectively to ensure funds 

are managed in accordance with applicable funding agreements and federal requirements. 

TMCEC overallocated costs to the TxDOT grants resulting in $48,686 in unallowable costs. 

Payments to TMCEC were not always supported by sufficient documentation and allowable 

per applicable agreements, resulting in questioned costs of $2,541. Additionally, TMCEC did 

not calculate local match provided in accordance with TxDOT agreements and federal 

regulations, resulting in overstatement of local match of $63,223. During the audit, TMCEC 

returned the $51,227 in identified unallowed/questioned costs to TxDOT. 

 

TMCEC should improve internal controls for grant management policies and procedures, 

review controls for requests of reimbursements and bank reconciliations, and revenue and 

expense tracking within the financial management system to ensure compliance with 

federal regulations and grant requirements. Additionally, we identified opportunities to 

reduce costs associated with the TxDOT grants. 

 

TMCEC management’s responses and action plans are included in Appendix III beginning on 

page 11 of this report. 

 
Background 
TMCEC receives National Highway Traffic Safety Administration (NHTSA) funding passed-

through TxDOT grants Municipal Traffic Safety Initiatives (MTSI) and Driving on the Right 

Side of the Road (DRSR) to primarily provide traffic safety training to judicial staff . TMCEC 

also receives advance funding from Texas Court of Criminal Appeals (CCA) Fund 540 for the 

purpose of providing continuing legal education training to judicial staff. CCA provides 

advanced funding to TMCEC monthly and requires TMCEC to maintain CCA grant funding in 

a separate bank account. CCA’s grant year is from September to August. In November 

following the grant year, CCA conducts an audit of TMCEC by reviewing supporting 

documentation for a sample of expense. TMCEC is expected to spend any remaining CCA 

funding from the prior grant year before requesting drawdowns in the current year.  
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In June 2021, TxDOT’s Traffic Safety Division (TRF) began withholding reimbursement for 

remaining fiscal year 2021 expenditures citing potential overlap with CCA Fund 540. Due to 

federal reimbursement requirements, TxDOT reimbursed TMCEC in full ($561,258) for MTSI 

and DRSR fiscal year 2021 expenses during the audit period.  

 

Results 
 

Compliance with TxDOT Grant Agreements and Federal Regulations 

TMCEC did not always allocate costs in a reasonable and consistent basis as required by 2 

Code of Federal Regulations (CFR) § 200.403 -§200.405. We identified $48,686 in 

unallowable costs resulting from the overallocation of costs to the TxDOT grants. 

Additionally, payments to TMCEC were not always supported by sufficient documentation 

and allowable per applicable agreements, resulting in questioned costs of $2,541.  

 

Cost Allocation: 

TMCEC did not consistently allocate costs to the TxDOT grants based on proportional benefit 

received. From October 2020 to February 2021, TMCEC was reimbursed by TxDOT based on 

an established Participant Rate of $20 per participant per hour for virtual events held by 

TMCEC. The Participant Rate in the TxDOT grant agreements was established considering 

multiple modes of instruction including in-person and virtual training. However, due to 

COVID-19, the majority of FY 21 events were held virtually. As a result, using the established 

Participant Rate in the grant agreements TMCEC overallocated costs to TxDOT and at times 

charged TxDOT more than actual costs for the event.  

 

Per 2 CFR 200.405, a cost is allocable to a particular federal award if the goods or services 

involved are chargeable in accordance with relative benefits received given that cost is 

incurred specifically for the federal award, benefits the federal award and other work of the 

subrecipient which can be reasonably distributed and is necessary to the overall operation 

of the subrecipient. TMCEC paid most events costs using CCA funding and requested for 

reimbursement from TxDOT for some costs based on the established Participant Rate. This 

resulted in TMCEC overcalculating the value of certain costs charged to the TxDOT grants:   

▪ TMCEC paid a Virtual Events Vendor $9,576 using CCA funds for an annual 

subscription to hold virtual events for the period September 2020 to August 2021. 

TxDOT also reimbursed TMCEC $3,590 for the event costs for 2.75 hours of TxDOT 

related training provided based on the cost per participant rate.  

▪ TMCEC overallocated costs for virtual events to the TxDOT grants. From October 

2020 to February 2021, TxDOT reimbursed TMCEC $39,532 more than actual cost 

for the events. TMCEC received reimbursement from TxDOT for 54% of the total costs 

for another Virtual Events Vendor, even though TxDOT hours associated with the 

events were approximately 20% (Figure 1). For example, in Dec 2020, TxDOT was 
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charged 34% more than the total event costs while TxDOT related content hours for 

the event were less than 20%.  

 

 

RFR Month 
Total Cost 

to TMCEC 

Cost Charged 

Directly to 

TxDOT 

TxDOT 

Cost % 

Total Event 

Hours for 

TMCEC 

Hours 

related to 

TxDOT 

TxDOT 

Hours % 

TxDOT 

Excess 

Payment 

October 2020 $17,880 $6,345 35% 32 4.75 15% $3,691 

November 2020 $18,820 $7,920 42% 32 4.75 15% $5,126 

December 2020 $9,000 $12,060 134% 70 13 19% $10,389 

January 2021 $35,500 $9,675 27% 60 7.25 12% $5,385 

February 2021 $35,000 $27,078 77% 62 21.5 35% $14,941 

Total $116,200 $63,078 54% 256 51.25 20% $39,532 

F i gure 1 Virtual Events Vendor Expense Summary 

 

As a result, TMCEC overallocated $43,122 in unallowable costs for events to TxDOT grants. 

In February 2021, TMCEC changed its methodology to request reimbursement for actual 

costs allocated based on the proportion of TxDOT related training provided at each event for 

the vendor. TMCEC’s current methodology is appropriately allocating costs for events held by 

the vendor. 

 

Additionally, TMCEC did not always allocate costs consistently between federal and non-

federal sources. In May 2021 and July 2021, TxDOT MTSI and DRSR grant agreements were 

amended to allow for salaries of the TMCEC Executive Director and Controller to be charged 

directly to the grants instead of being used to meet matching requirements. Beginning in 

May 2021 (MTSI) and August 2021 (DRSR), both the TMCEC Executive Director and 

Controller received pay increases of $5,564, funded entirely by the TxDOT grants. Per 2 CFR 

200.404, a cost is not reasonable when the subrecipient significantly deviates from its 

established practices and policies regarding the incurrence of costs, which then unjustifiably 

increases the federal award's cost. Additionally, this salary increase was not allocated based 

on percentage of effort personnel worked directly on the grant and costs were not 

consistently treated between federal and non-federal funding sources as required by 2 CFR 

§200.403. As a result, the pay increases of $5,564 were unallowable costs under the 

TxDOT grants.  

 

Recommendation: TMCEC must improve cost allocation methodologies to ensure it 

allocates costs to TxDOT grants in a reasonable and consistent basis as required by federal 

regulations, including allocating costs based on proportional benefit received.  
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Unallowable Costs: 

Payments to TMCEC were not always allowable per applicable agreements and included 

duplicated costs. We identified $2,541 in unallowable costs. TMCEC returned $2,127 of the 

unallowable costs to TxDOT in the September 2021 request for reimbursement.  

▪ For one employee, TMCEC charged the TxDOT grants for dental insurance benefit 

costs that were paid by the employee contribution, resulting in $2,127 unallowable 

costs.  

▪ TMCEC charged duplicate exhibit booth fee costs in its March 2021 and July 2021 

requests for reimbursements, resulting in $350 unallowable costs. 

▪ TMCEC charged the TxDOT grant for $26 in life insurance fringe benefit for 

September 2020 that was incurred outside the grant period.  

 

Recommendation: TMCEC must improve internal controls to ensure all costs included in 

requests for reimbursement are within the period of availability and allowable per grant 

agreements and federal requirements. 

 

Reported Match: 

TMCEC did not always calculate its local match provided in accordance with TxDOT 

agreements and 2 CFR §200 principles. Specifically, TMCEC overstated its local match 

provided by $63,223.  

 

• TMCEC included training participants in its calculation of provided match. However, 

per 2 CFR 200.434, only value of services donated or volunteered to TMCEC by 

professional and technical personnel can be used to meet matching requirements. 

For the 4 months reviewed, this resulted in a $54,329 overstatement of match.  

• TMCEC grant match was not always supported by sufficient documentation and 

allowable per applicable agreements.  

▪ Eight TMCEC employees are listed in agreement budgets, but TMCEC included 

labor and fringe costs for up to 17 employees in its reporting of match. Match 

was overstated by $8,626 for the 4 months reviewed.  

▪ Fringe benefits for three employees were miscalculated due to inconsistent cost 

allocation methodologies, resulting in $157 overstatement of match. 

▪ For seven events held by TMCEC in March 2021 and July 2021, TMCEC used a 

non-attorney rate of $25.47 per participant per hour to calculate match instead 

of $25.10 as allowed per TxDOT agreements. Match was overstated by $111 for 

the 4 months reviewed.  
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Recommendation: TMCEC must implement additional internal controls to ensure it 

accurately calculates and reports its local match in accordance with grant agreements and 

federal requirements. 

 

Internal Controls: 

TMCEC should improve internal controls to ensure appropriate TxDOT grant funding 

management. Specifically, we identified insufficient policies and procedures, inadequate 

review controls for requests of reimbursements and bank reconciliations, and limited 

revenue and expense tracking within the financial management system. 2 CFR §200.303 

requires subrecipients to establish and maintain effective internal controls over the federal 

award that provide reasonable assurance that the subrecipient is managing the federal 

award in compliance with federal statutes, regulations, and the terms and conditions of the 

federal award. Internal controls improve operational efficiency and effectiveness, reduce 

possibility of fraud, and increase financial integrity and reliability. Consequently, effective 

internal controls are critical to ensuring compliance with federal grant requirements. 

 

Policies and Procedures: 

TMCEC has financial and grant management policies that include an overview of TMCEC 

processes and controls for bank reconciliations, expenses, accounting month end process, 

fixed asset tracking, and grant applications. However, TMCEC’s written policies are not 

comprehensive and do not include all of the elements required by 2 CFR §200.302, 

§200.318, §200.334, §200.344, §200.345, and §200.403. For example, TMCEC’s written 

policies and procedures do not address internal processes for assessing factors affecting 

allowability of specific costs, preparation and review of requests for reimbursements, 

procurement standards, records retention, and grant close out processes.  Well defined 

policies and procedures create consistency in implementation of business processes and 

help ensure compliance with grant and federal requirements.   

 

Document Oversight: 

TMCEC has document review controls in place that include management review and 

approval of documentation prior to submission to eGrants as well as two levels of review of 

requests for reimbursement within eGrants before final submission to TxDOT. However, 

TMCEC’s document review controls were not consistently operating effectively to identify 

noncompliance with TxDOT grant requirements. We identified several instances in which 

TMCEC made errors when submitting documentation or recording information in eGrants to 

support requests for reimbursements. These errors resulted in the unallowable costs 

identified above.  Additionally, TMCEC submitted documentation to eGrants that contained 

personally identifiable information (PII) of TMCEC employees in violation of TxDOT’s 

Behavioral Traffic Safety Program Manual which requires safeguarding of confidential and 

sensitive information.  
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Bank Reconciliations: 

TMCEC completes monthly bank reconciliations; however, the review is not documented. As 

a result, we did not identify evidence indicating who performed the reconciliation or whether 

the reconciliation or supporting bank statements were reviewed.  

 

Financial Management System: 

TMCEC’s financial management system (QuickBooks) does not track grant budget or 

matching expenditures as required by 2 CFR 200.302 Financial Management. TMCEC 

primarily uses eGrants to track agreement budgets. Match is calculated based on rates 

within the agreements and supporting documentation is submitted in eGrants. Program 

income is used to offset expenses prior to reimbursement requests being submitted to 

TxDOT in eGrants. QuickBooks allows for the recording of revenue and expenses for grants. 

However, instead of using QuickBooks, TMCEC uses bank accounts at separate banks to 

keep revenue and expenses separate for CCA and TxDOT grants. Costs attributed to CCA and 

TxDOT are paid from one bank account with an intent to transfer funds from one account to 

the other at fiscal year-end.  This results in an overstatement of TxDOT revenue and 

understatement of TxDOT expenses throughout the year in QuickBooks and TMCEC bank 

accounts.  

 

Recommendation: TMCEC must implement sufficient internal controls to ensure appropriate 

review, tracking, and management of TxDOT grants. TMCEC must ensure sufficient federal 

grant management training is provided to TMCEC personnel involved in the process of 

handling state and federal grants. 

• TMCEC must document policies and procedures to ensure consistency in business 

processes and business continuity. 

• TMCEC must ensure bank reconciliations are reviewed for accuracy and the preparer 

and reviewer are formally documented with signatures and dates. 

• TMCEC must ensure documentation is complete and properly redacted before 

submitting it as support to TxDOT eGrants. 

• TMCEC should internally track grant budget, revenue, and expenses in its financial 

management system to verify grant revenue and expenses are accurately recorded 

throughout the year. 

 

Program Cost Efficiencies: 

During the audit, we identified additional opportunities to reduce costs associated with the 

grant. For example, TMCEC uses TxDOT grant funds to rent 8 single car sized storage units 

to store printed materials. Printed items primarily include TxDOT printed educational 

material TMCEC provides attendees at training events. In Fiscal Year 2021, TMCEC charged 

the TxDOT grants $26,304 in storage costs and $36,481 in shipping costs related to the 

printed material.    
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Recommendation: TMCEC should assess the costs charged to TxDOT grants for potential 

inefficiencies and make changes accordingly. In conjunction with TxDOT, TMCEC should 

consider creating and distributing more content electronically to lower grant costs. 
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Appendix I 

Project Information 
This audit was conducted for the Traffic Safety Division (TRF), TxDOT Administration, and the 

Chief Audit and Compliance Officer. The audit was included in the fiscal year 2022 

Compliance Division work plan and performed by Naima Hafeez (Engagement Lead), 

Margarita Vasquez, and Chez Slayton. Engagement fieldwork was conducted from 

September 2021 to January 2022. 

 

The audit was conducted 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 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. We believe the evidence obtained provides a 

reasonable basis for our findings and conclusions on our audit objectives.  

 

Methodology 

▪ Gained an understanding of TMCEC’s control environment.  

▪ Interviewed CCA, TMCEC, and TRF personnel. 

▪ Review TMCEC’s policies and procedures. 

▪ Review TMCEC’s financial management system. 

▪ Review current grant cost structure and cost allocation methodologies. 

▪ Review requests for reimbursement support for sufficient documentation. 

 

Criteria 

▪ 2 CFR 200 – Uniform Administrative Requirements, Cost Principles, and Audit 

Requirements for Federal Awards 

▪ Standards for Internal Control in the Federal Government (Green Book) 

▪ Texas Grant Management Standards (TxGMS) 

▪ Committee of Sponsoring Organizations of the Treadway Commission (COSO) Internal 

Control – Integrated Framework 

▪ TxDOT Grant Agreements and Amendments 

▪ TxDOT Behavioral Traffic Safety Program Manual – August 2021 

▪ TMCEC Policies and Procedures 

 

 

 

 

  



 

Audit of Texas Municipal Courts Education Center  February 2022 

10 

Appendix II 
 

 Costs Reimbursed to TxDOT 
 

Cost Description Unallowable Cost 

2 CFR 200 

TMCEC excess charges above actual cost for events - Moodle $3,590 

TMCEC excess charges above actual cost for events - Pathable $39,532 

TMCEC administrative personnel pay increases. $5,564 

Agreement 

TMCEC personnel dental insurance fringe benefit covered by employee 

contribution. Note: Indirect costs are not applicable unallowed costs 

because amount was adjusted in September 2021 request for 

reimbursement. 

$2,127 

Duplicate exhibit booth fee costs. $350 

$414 
Life insurance fringe benefit for September 2020 for 3 

TMCEC personnel. 
$26 

Indirect Costs. $38 

Total $51,227 
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Appendix III  
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