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Objective and Scope

To determine whether the Lubbock Metropolitan Planning Organization (LMPO) has
implemented necessary financial controls to ensure appropriate TxDOT grant funding
management and to determine whether payments to LMPO are supported by sufficient
documentation and are allowable per applicable agreements.

The scope of this audit included current LMPO operations and requests for reimbursement
submitted to TxDOT between October 1, 2021, and September 30, 2023.

Overall Conclusion

The LMPO has not implemented sufficient financial controls to ensure grant funds are
managed in compliance with applicable funding agreements. Cost allocations are
appropriate and properly supported, and LMPO contracts include all the required provisions.
Costs submitted to TxDOT did not always meet compliance requirements resulting in
unallowable costs of $1,901 and questioned costs of $53,700.

Additionally, LMPO does not have sufficient monitoring processes in place to comply with
Federal requirements, and internal controls must be strengthened.

Background

The LMPO is the designated metropolitan planning organization for the Lubbock urbanized
area comprising of the City of Lubbock, City of Wolforth, and Lubbock County. The LMPO
coordinates the highway, transit, and land use planning process to receive federal funds for
highway and transit improvements within the MPO boundaries. Responsibilities of LMPO
include the development of a Unified Planning Work Program (UPWP), Transportation
Improvement Program (TIP), and Metropolitan Transportation Plan (MTP). The LMPO is
comprised of a nine-member Transportation Policy Committee (TPC) which provides
guidance and policy to LMPO staff and ensures requirements set by state and federal laws
and regulations are being carried out. A Technical Advisory Committee (TAC) provides
technical support to both the TPC and LMPO staff. The City of Lubbock (City) serves as the
fiscal agent for the LMPO and provides financial management, single audit, procurement,
and human resource functions.

TxDOT distributes funds to LMPO on a reimbursement basis. LMPO receives Federal
Planning funds passed through TxDOT’s Transportation Planning & Programming Division
(TPP) to plan and manage transportation planning projects within the MPO boundaries.
LMPO received reimbursements of $454,459 and $761,499 through TPP for fiscal years
2022 and 2023.
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Results

Expenditures

LMPO receives planning funds from TxDOT’s TPP Division on a reimbursement basis. Testing
of five LMPO billings, totaling $399,136, submitted to TPP for reimbursement determined
that costs were within the LMPO’s budget and period of performance, properly approved,
and paid in compliance with the City’s Policies and Procedures. Cost allocations applied to
the billings were determined reasonable and appropriately applied. Payroll related
expenditures did not always comply with policies and procedures and vendors were not
always paid within 30 days to comply with the Prompt Payment Act. We identified $53,700
in questioned costs and $1,901 in unallowable costs.

Questioned/Unallowable Costs - Subrecipient Agreements

TxDOT funding is passed through the LMPO to the City of Lubbock as a subrecipient. One of
LMPO’s subrecipient agreements with the City is for transit planning services performed
through the City’s transit provider, Citibus. The agreement has been in place for over 20
years and is renewed on an annual basis. The scope of services under the agreement
requires Citibus to produce reports based on a collection of transit data to support long and
short-range planning activities. The agreement is for a fixed fee amount of $53,700 per year
and allows for the option of monthly invoicing if costs are supported by source
documentation. LMPO pays Citibus in one lump sum amount for completion of services at
the end of the agreement period.

Per 2 CFR §200.333, fixed fee subawards are allowable with prior written approval from the
Federal awarding agency. Additionally, 2 CFR §200.201 requires fixed fee subawards to
have adequate cost, historical, or unit pricing available to establish a fixed amount based on
a reasonable estimate of actual cost. LMPO did not obtain prior written approval from the
Federal awarding agency to execute a fixed fee subaward and does not have adequate
support for the fixed fee amount. While LMPO received the deliverables under the
agreement at the time of completion, documentation could not be provided to validate
actual costs incurred by Citibus, as required by the agreement, resulting in questioned costs
of $53,700.

LMPO has a second subrecipient agreement with the City for Geographic Information System
(GIS) services. The scope of services under the agreement includes spatial and tabular
datasets, travel studies, and analysis to provide data for forecasting future traffic volumes.
The agreement is for a fixed fee amount of $53,700 per year for a period of two years and is
continuously renewed, although prior written approval for this fixed fee subaward was also
not obtained. LMPO is billed by the City’s GIS Department monthly for employee time
worked. The monthly billings are then subtracted from the overall annual fixed fee budget.
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Auditors reviewed GIS expenses for years 2021 and 2022. At the end of the project period,
in September of each year, the scope of services was completed and came in under budget.
In September 2021 and September 2022, the GIS Department completed services with a
remaining budget of $1,020 and $852, respectively. LMPO paid the remaining budget
balance to the GIS Department for both years although it did not support actual costs
incurred, resulting in unallowable costs of $1,872.

Recommendation: LMPO must:

e Revise current subrecipient agreements to eliminate fixed fee agreement terms or
obtain written approval from the Federal awarding agency and maintain adequate
support for the determination of the fixed fee.

e Work with TPP to return unallowable costs of $1,872 related to the subrecipient
agreement for GIS services.

e Ensure costs reimbursed for work under subrecipient agreements are for actual
costs incurred.

e Ensure supporting documentation is maintained for actual costs incurred.

Unallowable Costs - Travel

LMPO staff is authorized to travel within the state of Texas for MPO related work or training.
2 CFR 200 requires travel costs to comply with the entity’s travel policies, and any cost
reimbursed under a federal award must be necessary, reasonable, and allowable for
accomplishment of the project. For one travel expense tested, mileage claimed was
incorrectly calculated and included mileage determined to be unreasonable.

One LMPO staff’s travel expense included mileage for travel to a conference utilizing a
personal vehicle. Documentation provided indicated 260 miles were claimed for
reimbursement totaling $163. However, calculation of the mileage contained errors
resulting in excess miles claimed. Additionally, mileage was claimed for travel from the
employee’s home to the LMPO office and from the office to the conference location. Travel
from an employee’s home to their office is a necessary occurrence in conducting normal
business, and not deemed a reimbursable travel expense. Allowable mileage for the travel
expense totaled 214 miles. An excess of 46 miles were claimed, resulting in unallowable
costs totaling $29.

Recommendation: LMPO must:
e Work with TPP to return unallowable costs of $29 for employee travel.
e Ensure travel costs are necessary and reasonable and are calculated correctly.
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Vendor Payment

Three of 27 expenditures tested were not paid within 30 days of the date of the invoice as
required by Texas Government Codel. LMPO paid the three invoices via procurement card 35,
48, and 54 days after the date of the respective invoice. Invoices are received electronically
from the vendor, and payment can be made with a procurement card if the invoice is below
a dollar threshold determined by the purchasing policy. LMPO does not track the date
invoices are received. Not paying invoices timely, could result in negative impact to the
services provided by the affected vendors.

Recommendation: LMPO must ensure vendors are paid within 30 days of receipt of the
invoice.

Payroll Costs
The LMPO’s Unified Planning Work Program (UPWP) describes all the transportation

activities performed by the MPO and is divided into 5 different task categories, each with
multiple subtasks. All LMPO expenditures must tie to a UPWP task to be funded by federal,
state, or local transportation planning funds. Task 1 in the UPWP is for Administration and
Management, which covers general costs related to employee salaries and fringe benefits.
Employee time can be charged to other UPWP tasks when employees are working on
activities listed under the specific task; however, employee vacation and sick hours should
be charged to UPWP task 1. Charging expenses to the incorrect task can negatively impact
the UPWP task budgets.

For 4 of 36 payroll expenditures tested, employee vacation and sick hours were charged to
the incorrect UPWP task.
e For two payroll expenses, a combined 56 vacation hours were charged to task 2.3 -
GIS.
e For one payroll expense, 40 vacation hours and 8 sick hours were charged to task
4.3 - Develop MTP.
e For one payroll expense, 8 sick hours were charged to task 4.3 - Develop MTP.

Additionally, some employee timesheets were not approved by the appropriate staff
supervisor as required by the City of Lubbock’s Payroll Policy. For 9 of 36 payroll
expenditures tested, 8 LMPO timesheets were approved by a staff employee, and 1
timesheet was approved by an accountant in the City’s Finance Department.

Recommendation: LMPO should:
e Ensure employee time is charged to the correct UPWP task.
e Ensure employee timesheets are approved in compliance with established payroll
policies and procedures.

Subrecipient Monitoring

LMPO does not have sufficient processes in place to monitor its subrecipients. 2 CFR
8§200.332 requires pass-through entities to have processes in place to evaluate
subrecipient’s risk of non-compliance, monitor subrecipient activities, verify subrecipients

1 Texas Government Code 2251.021(a) states a payment by a governmental entity under a contract is overdue on the 31st day
after the date the governmental entity receives an invoice for the goods or service.
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are audited as required by 2 CFR 200 Subpart F, and take enforcement action against non-
compliance.

LMPO does not have a process to evaluate subrecipient risk of honcompliance. Performing
an assessment of risk on subrecipients will allow the LMPO to implement effective
monitoring tools to ensure compliance with program requirements and the achievement of
performance goals. Additionally, LMPO does not have a process in place to verify
subrecipients have had a Single Audit performed, when required. LMPO monitors
subrecipient activities by reviewing project specific performance and financial reports. For
LMPO’s two subrecipient agreements with the City of Lubbock, progress reports were
received as required by the subrecipient agreement and respective reviews were completed.
However, financial reporting specific to the subaward was not provided for one of the
agreements, resulting in ineffective monitoring activities. Without effective monitoring
processes, LMPO may not be able to identify and act against potential subrecipient
noncompliance with Federal statutes, regulations, and the terms and conditions of the
award.

Additionally, LMPQ’s subrecipient agreements do not have a clause for closeout of the
award. Subawards must contain appropriate terms and conditions for closeout of the
subaward to comply with 2 CFR §200.332.

Recommendation: LMPO must:
e Develop and document subrecipient monitoring processes to include performing
subrecipient risk assessments and verifying subrecipients are audited as required
by 2 CFR 200 Subpart F.
e Improve monitoring activities by ensuring subrecipients are submitting reports as
required by its subrecipient agreements.
e Update subrecipient agreements to include a clause for closeout.

Procurement

LMPO follows the City of Lubbock’s Purchasing Policy and Procedures Manual. The City’s
policy was last revised in September 2020, and contains procurement standards required
by 2 CFR 200. However, the policy has not been formally approved by TxDOT as required by
the Planning Agreement. For purchases to be eligible for state or federal funds, the State
must pre-approve the MPO’s procurement procedures.

Testing of five LMPO purchases determined that goods and services were procured in
compliance with the City’s purchasing policy and met federal procurement requirements;
however, because of the procurement policy not being formally approved by TxDOT, all five
purchases were not approved by. TXDOT During the audit, the City’s policy was submitted to
TxDOT and is currently under review by the TPP Division.

Recommendation: LMPO must obtain formal TxDOT approval of the purchasing policy and
ensure any subsequent revisions are approved.

Internal Controls

2 CFR §200.303 requires subrecipients to establish and maintain effective internal controls
over federal awards to provide reasonable assurance the subrecipient is managing the
federalaward in compliance with federal statutes, regulations, and the terms and conditions
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of the federal award. The Committee of Sponsoring Organizations of the Treadway
Commission’s (COSO) Internal Control - Integrated Framework consists of five integrated
components: control environment, risk assessment, control activities, information and
communication, and monitoring activities.

The LMPO has established a control environment by developing MPO Bylaws. In addition, the
City of Lubbock has developed financial, procurement, and personnel policies that apply to
LMPO as the City performs its role as the MPO’s fiscal agent. The City has an Internal Ethics
and Compliance Program (ICP) in place that complies with 43 Texas Administrative Code
(TAC) 10.51. LMPO control and monitoring activities include invoice and purchase approvals,
employee timesheet approvals, bank reconciliations performed by the City, and the
performance of an annual single audit by an external party.

Although LMPO has internal controls in place to represent four of the five COSO
components, the internal control system could be strengthened. LMPO does not have a
process in place to perform an assessment of risks to the entity. As the fiscal agent, the City
of Lubbock conducts and annual risk assessment and obtains feedback from LMPO on the
functions performed for the MPO. However, this assessment is not all encompassing of risks
posed to the MPO. By not conducting an entity-wide risk assessment of LMPO, management
may not be aware of potential high-risk areas and/or growth opportunities that may impact
the MPO.

Recommendation: LMPO should develop and document a process to perform an entity-wide
risk assessment.
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Appendix |

Project Information

This audit was conducted for the Transportation Planning & Programming Division, the
Lubbock District, TXDOT Administration, and the Chief Audit and Compliance Officer. The
audit was completed in fiscal year 2024 and performed by Tasha Foote (Engagement Lead),
Sara Silva, and Fran Niclas. Engagement fieldwork was conducted from November 2023 to
February 2024.

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 judgmentally selected a sample of
expenditure and purchase items for testing based on data analysis to ensure a reasonable
and ample coverage of items within the audit scope. Therefore, these results cannot be
projected to all LMPO expenditures and purchases. We believe the evidence obtained
provides a reasonable basis for our findings and conclusions on our audit objectives.

Methodology

= @Gained an understanding of LMPO’s operating and control structure.

= [nterviewed key LMPO and City of Lubbock personnel.

= Reviewed TxDOT Planning Agreement with the LMPO.

= Reviewed City of Lubbock financial, procurement, and payroll policies.

= Reviewed City of Lubbock’s financial management system.

= Reviewed City of Lubbock’s cost allocation methodology.

= Reviewed LMPO’s subrecipient monitoring processes for compliance with applicable
requirements.

= Tested LMPO’s expenditures for sufficient documentation, allowability, approvals, and
timely payment.

= Tested LMPQO'’s subrecipient agreements for compliance with applicable requirements.

= Tested LMPO’s procurements and contracts for compliance with applicable requirements

Criteria

= Uniform Grant Guidance - 2 CFR, Part 200 - Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards.

= Texas Government Code, Section 2251.

=  Committee of Sponsoring Organizations of the Treadway Commission (COSO) Internal
Control - Integrated Framework.

= Planning Agreement between TxDOT and LMPO.

= City of Lubbock Policies and Procedures.
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March 19, 2024

Dear Ms. Durkop,

Please find LMPQO’s management response to the TxDOT External
Audit Report of March 2024.

Questioned/Unallowable Costs-Subrecipient Agreements:

The LMPO understands the audit rationale and basis for
expressing the concern about questionable and unallowable
costs and has no objection.

Our corrective action plan will be to start immediately to re-write
the subrecipient agreements to eliminate the fixed fee
connotation and transaction. As part of that process, we will
coordinate with TP&P to return the noted unallowable costs
related to the GIS agreement and further ensure that supporting
documentation is maintained.

Our proposed implementation date is the Policy Committee
meeting scheduled for May 21, 2024.

Responsible person will be the LMPO Director of Transportation
Planning.

Unallowable Costs-Travel:

The LMPO understands the audit rationale and basis for
expressing the concern about unallowable costs for travel and has
no objections. We have no objections.

Our corrective action will be to apply travel calculations more
carefully and consult with the fiscal agent on travel question
interpretations. We will also work with TP&P to return the
unallowable costs.

Our proposed implementation date is immediately.

The responsible person will be the LMPO Transportation Planning
Director.



Vendor Payment:

The LMPO understands the audit rationale and basis for expressing the concern
about ensuring vendors are paid within 30 days of receipt of the invoice. However,
the LMPO objects to the recommendation made herein.

The expenditures tested that were not paid within the 30 day time limit were
controlled by the issuer’'s posted payment schedules outside the 30 day window or
the issuer was in the process of changing accounting management software and
could not receive the payment within the prescribed timeline.

Our objection is to say that the LMPO pays particular attention to this detail and
pays on time unless previous arrangement have been made.

There is no proposed implementation date.

The responsible person is the LMPO Transportation Planning Director.

Payroll Costs:

The LMPO understand the audit rationale and basis for expressing the concern
about charging employee benefits to other UPWP tasks outside of the Task 1,
Administration and Management and about approving employee timesheets in
compliance with payroll policies and procedures. We have no objections.

Our corrective action plan will be to double check each payroll to ensure benefits
charges are always charged to Task 1 in the UPWP and follow applied rules and
guidance to be sure timesheets are approved in accordance with policy and
procedure.

The responsible person is the Assistant Director of Transportation Planning.

Subrecipient Monitoring:

The LMPO understands the audit rationale and basis for expressing the concern
about the lack of our subrecipient monitoring regarding non-compliance with
federal regulations. We have no objections.

Our corrective action plan will be to develop a checklist consistent with 2 CFR
200.332 and 2 CFR 200 Subpart F in order to make sure we perform necessary
checks and analysis on subrecipients regarding monitoring and risk assessment.

Our proposed implementation date will coincide with the implementation date
expressed for re-writing our subrecipient agreements. We will include a clause for
closeout similar to the action noted in TxDOT’s Advanced Funding Agreements.



The responsible person is the LMPO Transportation Planning Director.

Procurement:

The LMPO understands the audit rationale and basis for expressing concern about
not formally seeking approval by TxDOT for our fiscal agent’s purchasing policy.
We have no objection.

Our corrective action will be to seek approval immediately by TXDOT of our fiscal
agent’s purchasing policy.

Our proposed implementation date is immediately.
The responsible person is the LMPO Transportation Planning Director.

Internal Controls:

The LMPO understands the audit rationale and basis for expressing concern about
strengthening our internal controls regarding risk assessments. We have no
objections.

Our correction action plan will coincide with the correction action plan described in
the Subrecipient Monitoring heading.

The proposed implementation date shall also coincide with the description under
that title.

The responsible person will be the LMPO Transportation Planning Director.

If you have any questions, please feel free to call me.

Sincerely,

Houston David Jones

Director of Transportation Planning
806.775.1671
djones@mylubbock.us
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