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Objective and Scope  
To determine whether the El Paso Metropolitan Planning Organization (MPO) has 
implemented necessary financial controls to ensure appropriate grant and loan funding 
management and to determine whether payments to the MPO are supported by sufficient 
documentation and are allowable per applicable agreements.  
 
The scope of this audit included the MPO’s and the City of El Paso’s (City) operations, 
including goods and services procured, and requests for reimbursement submitted to TxDOT 
between September 1, 2018 and August 31, 2020. 

Overall Conclusion 
The MPO has implemented financial controls over grant and loan funding, however those 
controls should be strengthened to ensure funds are managed in accordance with 
applicable funding agreements. Specifically, TxDOT identified $2,408.27 in questioned costs 
due to the use of an incorrect indirect cost rate. Additionally, the MPO did not have 
processes in place to ensure the accuracy of salary, fringe and indirect costs calculations, 
the allocation of costs between Texas and New Mexico, and the approval of expenditures. 
 
Payments to the MPO were supported by sufficient documentation and were allowable per 
applicable agreements. The City procured goods and services in accordance with federal 
and state requirements using TxDOT approved procedures.   
 
The MPO’s Management responses and action plans are included in Appendix II beginning 
on page 5 of this report. 

Background 
The MPO was established June 25, 1975 through an agreement between the Governor’s 
Office and the City to use funds made available under Section 112 of the Federal Aid 
Highway Act of 1973. This agreement requires the MPO to develop or assist in the 
development of a multi-modal transportation planning process, including preparing a Unified 
Planning Work Program (UPWP) to specify how the MPO will use Section 112 funds. TxDOT 
distributes planning funds to the MPO on a reimbursement basis and the MPO submits 
monthly requests for reimbursement (RFR) to TxDOT. The MPO submitted RFRs totaling 
$1,378,817.79 and $1,497,410.92 for costs incurred during fiscal years 2019 and 2020 
respectively.  
 
The MPO establishes regional transportation planning polices for the El Paso Urbanized 
Transportation Study Area through its Transportation Policy Board (TPB). In addition to the 
UPWP, the TPB is responsible for developing a Metropolitan Transportation Plan and a 
Transportation Improvement Program that are consistent with the Statewide Long-Range 
Transportation Plan. The City, as the MPO’s fiscal agent, provides administrative, technical 
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and clerical support including establishing administrative procedures, maintaining 
accounting records, and procuring goods and services.   

Results  

Expenditures 

The expenditures the MPO submitted to TxDOT were supported by sufficient documentation 
and were allowable per 2 Code of Federal Regulations (CFR) 200 and the UPWP. 
Expenditures included vendor invoices for goods and services, as well as salary, fringe 
benefits, and travel expenses for MPO personnel. For five RFRs tested, all costs were 
incurred during the grant period of performance and most expenditures were approved.  
 
Timesheets for the MPO’s Executive Director and Assistant Director and four mileage reports 
for the Assistant Director did not receive approval of a second person. While the City’s Travel 
Policy requires approval of the Department Head for mileage reports, the City’s Employee 
Payroll Guidelines do not address supervisor approval of timesheets. All MPO timesheets 
listed the Assistant Director as approver. Responsibility for key duties within a process 
should be separated among different individuals to reduce the risk of error, misuse, or 
misappropriation. Review and approval by a second person will mitigate the risk of 
inaccurate payment and/or reimbursement.  

Recommendation: Develop and implement a process for review and approval of 
employee timesheets and comply with the City’s Travel Policy for review and 
approval of mileage reports to ensure appropriate separation of duties. 

Procurement 
The City procured goods and services in compliance with federal and state requirements by 
ensuring competition, including the solicitation of historically underutilized businesses. All 
procurements tested received appropriate approval and the City Council or TPB approved all 
contracts over $50,000.  

Indirect Costs 
The MPO used an incorrect indirect cost rate for RFRs submitted to TxDOT in fiscal year 
2020, resulting in an overpayment of $2,408.27. Specifically, the MPO used an indirect cost 
rate of 13.33% instead of the 12.94% indirect rate approved by the Federal Transit 
Administration. The new MPO Administration was not aware of an approved indirect cost 
rate and did not verify with the City that the rate in use was correct. In addition, there is not 
a documented process for calculating indirect costs. The indirect cost rate is applied to 
salaries of MPO personnel when requesting reimbursement for costs incurred.  
 
Recommendation: Reimburse TxDOT $2,408.27 in overpaid costs. Develop and implement 
a process for calculating indirect costs and ensure the approved indirect cost rate is used 
when requesting reimbursement from TxDOT. 
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Salary and Fringe Benefits 
For the five RFRs tested, the MPO under-requested $9,837.39 in allowable salary and fringe 
benefit costs for reimbursement. The MPO allocates salary and fringe benefit costs between 
Texas and New Mexico based on employee timesheets that allow MPO personnel to indicate 
the state for which they performed work. The MPO then calculates and applies a percentage 
to the employee’s salary and fringe benefits. However, the MPO does not have a 
documented process to review salary and fringe benefit calculations for accuracy prior to 
submitting RFRs to TxDOT. Without procedures for this process, the calculations may not be 
completed consistently or accurately and may result in under or over reimbursement of 
these costs.  
 
Recommendation: Develop and implement a process for calculating salary and fringe costs 
and ensure those calculations are reviewed for accuracy prior to submitting to TxDOT for 
reimbursement.  

Allocation of Costs 
The MPO consists of El Paso County, Texas and portions of Southern Doña Ana County and 
Otero County, New Mexico. The MPO incurs costs for both states and does allocate some 
costs such as salaries and fringe benefits; however, it does not have a process to 
consistently allocate certain costs between Texas and New Mexico. In the RFRs tested, we 
did not identify evidence the MPO allocated costs to New Mexico for office space, legal 
services, or printer/copier services. While the MPO did allocate some telephone services 
costs to New Mexico, the MPO did not do so consistently or according to a documented 
method. According to 2 CFR 200.405, costs that benefit two or more projects must be 
allocated to the projects based on the proportional benefit. When costs are not appropriately 
allocated between Texas and New Mexico, RFRs to TxDOT may be incorrect.  
 
Recommendation: Develop and implement a process for allocating costs based on 
proportional benefit between Texas and New Mexico. 
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Appendix I 

Project Information 
This audit was conducted for the Transportation Planning & Programming Division (TPP), the 
El Paso District (ELP), TxDOT Administration, and the Chief Audit and Compliance Officer. The 
audit was included in the fiscal year 2021 Compliance Division work plan and performed by 
Michael Boehme (Engagement Lead) and Margarita Vasquez. Engagement fieldwork was 
conducted from November 2020 to April 2021.   
 
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 the MPO’s and the City’s operating and control structure. 
• Interviewed key TPP and ELP personnel. 
• Interviewed key MPO personnel  
• Interviewed key City personnel in the Controller’s Office and the Purchasing 

Department. 
• Reviewed the City’s financial system. 
• Reviewed the MPO’s Planning Agreement, Operational Agreement, and UPWP. 
• Reviewed the City’s Employee Handbook, Grant Management Manual, Accounts 

Payable Policy, Travel Policy and Procurement and Sourcing Policy. 
• Tested contracts for compliance with applicable requirements. 
• Tested expenditures for sufficient documentation, allowability, and approval.  
• Recalculated salary, fringe benefits, and indirect costs for accuracy. 
• Reviewed a sample of procurements 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 Local Government Code 252 – Purchasing and Contracting Authorities of 

Municipalities. 
• Standards for Internal Control in the Federal Government (Green Book). 
• COSO Internal Control — Integrated Framework. 
• Funding agreements and amendments between TxDOT and the MPO.  
• MPO/City of El Paso Policies and Procedures. 
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Appendix II 
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