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Objective and Scope

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

The scope of this audit included KTMPO's current operations, procedures, and requests for
reimbursement submitted to TxXDOT from October 2021 to September 2023.

Overall Conclusion

KTMPO has implemented effective financial controls to ensure TxDOT grant funds are
generally managed in accordance with applicable funding agreements and costs submitted
to TxDOT for reimbursement were allowable and sufficiently documented. Procured
contracts were competitively bid, appropriately advertised, and included provisions from
Appendix Il of 2 Code of Federal Regulations (CFR) 200. Controls include detailed policies
and procedures, a financial management system to track expenditures, multiple reviews of
invoices, bank reconciliations and annual audits.

KTMPO must implement additional procurement and payment processes to ensure state
and federal grant compliance regarding (1) cost analysis for acquisitions above the
simplified acquisition threshold; (2) internal approvals for procurements; (3) performing
suspension and debarment checks on contractors; (4) timely submission of reimbursement
requests to TxDOT; and (5) contractors being paid within 30 days of invoice receipt.

Background

In August 1988, the Governor of Texas designated the Central Texas Council of
Governments (CTCOG) to be the metropolitan planning organization (MPO) for transportation
planning in the Killeen and Temple urbanized area. CTCOG serves as the fiscal agent for the
Killeen-Temple Metropolitan Planning Organization (KTMPO). KTMPO is responsible for
establishing a comprehensive transportation planning process for the greater area around
Killeen and Temple, including the development of a Unified Planning Work Program (UPWP)
to describe how planning funds will be used, a Transportation Improvement Plan, and a
Metropolitan Transportation Plan. KTMPO is comprised of a Transportation Planning Policy
Board (TPPB), a Technical Advisory Committee (TAC), and CTCOG personnel in the Planning
& Regional Services department. The TPPB sets the long-range transportation priorities,
goals, and policy, while the TAC provides technical input and advice to support KTMPO policy
decisions.

TxDOT distributes funds to KTMPO on a reimbursement basis. KTMPO receives Federal
Planning Funds passed through TxDOT's Transportation Planning & Programming Division
(TPP) to plan and manage transportation planning projects within the MPO boundaries.
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KTMPO received reimbursements of $815,028 and $526,118 through TPP for fiscal years
2022 and 2023, respectively.

Results

Procurement

TxDOT’s agreement with KTMPO and Title 2 CFR 200.214 restrict awards, subawards, and
contracts with certain parties that are debarred, suspended, or otherwise excluded from or
ineligible for participation in federal assistance programs or activities.

KTMPO appropriately obtained suspension and debarment certifications from contractors
but did not independently verify contractor suspension and debarment status before
executing contracts. KTMPO did not utilize a suspended or debarred contractor and
believed that obtaining a certification from a contractor was sufficient to meet the
compliance requirement. Using a suspended or debarred contractor may lead to the
contractor being unable to adequately fulfill contractual requirements.

For one procurement tested, KTMPO could not provide evidence CTCOG/KTMPO personnel
performed a cost analysis or approved the procurement as required by their procurement
procedures.

2 CFR 200.324(a) requires a cost analysis for every procurement more than the simplified
acquisition threshold.t KTMPO stated their staff does not have the expertise to analyze
certain project costs. Without an analysis of costs, KTMPO may execute a contract in which
costs do not accurately align with the work to be performed.

CTCOG’s Procurement Policy and Procedures Manual states that a purchase must contain
approvals to correspond to the total cost and certify the bid procedures are appropriate,
grant requirements are met and there are adequate funds for the purchase. If procurements
do not receive the appropriate level of approval, they may be performed incorrectly, or
unallowable goods or services may be procured.

Recommendation: KTMPO must:
e Verify contractors are not suspended or debarred before executing contracts with
those contractors and maintain documentation of the verification.
e Ensure all procurements receive the appropriate level of approval and maintain
documentation of those approvals.
e Perform a cost analysis on procurements to ensure proposals received from vendors
are reasonable.

1 48 Code of Federal Regulations part 2, subpart 2.1, defines the simplified acquisition threshold as $250,000.
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Expenditures

KTMPO receives planning funds from TxDOT's TPP Division on a reimbursement basis.
TxDOT's Planning Agreement with KTMPO authorizes the MPO to submit requests for
payment on a semi-monthly basis, but no less than monthly as expenses occur. During fiscal
years 2022 and 2023 KTMPO did not submit requests for payment monthly, resulting in
months in which multiple RFRs were submitted to TxDOT and months in which no RFRs were
submitted. KTMPO stated they were not aware of the requirement. When payment requests
are not submitted timely, TXDOT cannot effectively monitor how KTMPO is using grant funds.

Auditors tested expenditures in five requests for reimbursement (RFR) submitted to TPP. All
expenditures from vendors were adequately supported by invoices; however, KTMPO did not
pay some vendors in a timely manner. Five of the fifty-eight invoices tested were not paid
within 30 days of invoice receipt as required by Texas Government Code.2 KTMPO paid the 5
invoices between 37 and 80 days after invoice receipt. Invoices were received via regular
mail and email; KTMPO did not track when they received invoices to ensure timely payment.
By not paying invoices timely, there could be a negative impact to the services provided by
the affected vendors.

All expenditures tested were allowable and approved and complied with federal
requirements and applicable grant agreements. KTMPO accurately applied their approved
indirect cost rate and appropriately allocated building and planning services costs to the
TxDOT grant. Costs tested from KTMPO'’s indirect cost pool were valid and did not overlap
with direct costs or planning services allocated costs.

Recommendation: KTMPO must:
e Submit requests for reimbursement at least monthly.
e Develop a process to ensure vendor invoices are paid within 30 days of receipt.

2 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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Appendix |

Project Information

This audit was conducted for the Transportation Planning & Programming Division, the Waco
and Brownwood Districts, TXDOT Administration, and the Chief Audit and Compliance Officer.
The audit was included in the fiscal year 2023 Compliance division work plan and performed
by Michael Boehme (Engagement Lead), Cindy Scheick, Margarita Vasquez, and Judit
Alphonse. Engagement fieldwork was conducted from October 2023 to December 2023.

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 expenditure, purchase,
and contract sample 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 KTMPO expenditures, purchases, and contracts. We believe the evidence
obtained provides a reasonable basis for our findings and conclusions on our audit
objectives.

Methodology

e Gained an understanding of KTMPO/CTCOG’s operating and control structure.

o |Interviewed key KTMPO/CTCOG personnel.

e Reviewed TxDOT Agreements.

e Reviewed CTCOG’s accounting and procurement policies.

e Reviewed CTCOG’s financial management system.

e Reviewed CTCOG'’s indirect cost and cost allocation methodology.

e Tested KTMPO’s expenditures for sufficient documentation, allowability, approvals,
and timely payment.

e Tested KTMPO’s procurements and contracts for compliance with applicable
requirements.

Criteria
e Uniform Grant Guidance - 2 CFR, Part 200 - Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards
e Texas Government Code, Section 2251
e (COSO Internal Control — Integrated Framework
e Planning Agreement between TxDOT, KTMPO and CTCOG
e Local Government Projects Policy Manual
e CTCOG Policies and Procedures
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KILLEEM-TEMPLE

January 16, 2024

Michael Boehme, CTA
Texas Depariment of Transportation
Compliance Division

RE: KTMPO Fiscal years 2022 and 2023 Audit
Dear Mr. Boehme,

This letter 1s in response to the recommendations made m the recent DRAFT External Audit
Beport prepared for the Killeen- Temple MPO (ETMPO)

For each recommendation a response has been included below.

PROCUREMENT

» Verfy contractors are not suspended or debarred before executing contracts with those
contractors and maimntain decumentation of the venfication.

= In accordance with Title 2 CFE. 200.214, KETMPO Staff will independently venfy
the status of vendors fo ensure they are mot suspended or debamred prior fo
entering an agreement.
o Eshmated Implementation Date: As part of the next procurement process;
no procurement dates are known at this time.
o This process will be implemented by the KTMPO Director.

* Ensure all procurements receive the appropnate level of approval and maintain documentation
of those approvals.

. ETMPO staff, in coordination with the Central Texas Council of Governments
(CTCOG) Adnumstrative Staff, will contimme to diligently document our approval
process as set forth by our policies to nutigate any mmstances of possible concern,
and ensure we are following the procurement process adepted by CTCOG.

o Estmated Implementation Date: As part of the next procurement process;
no procurement dates are known at this time.
o This process will be implemented by the KTMPO Director.

P.O. BOX 729 - BELTON, TX 763513 - 254-770-2200 - FAX 2354-770-1360 - WWW.ETMPO.ORG
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EILLEEM-TEMTLE

s Perform a cost analysis on procurements to ensure proposals received from vendors are
reasonable.

*» In accordance with Title 2 CFE 200.324{a), KTMPO Staff will document all
conversations and commumnications relating to cost analysis and determination and
provide this information to our fiscal agent as necessary.

o Estimated Implementation Date: As part of the next procurement process;
no procurement dates are known at this time.
o This process will be implemented by the KTMPO Director.

EXPENDITURES
» Submit requests for reimbursement at least monthly

= EKTMPO Staff will coordinate with CTCOG Admimstrative Staff to ensure all
documentation that is required for timely processing of reimbursement requests
has been submitted pnior to any reimbursement request being made.

»  CTCOG Staff will establish a deadline for receipt of matenals from KTMPO and
submit all requests for remmbursement no later than 30 days following the billing
month; except in unforeseen circumstances.

o Estimated Implementation Date: 2/1/2024
o This process will be implemented by the KTMPO Director, CTCOG
Director of Admimstration, and the CTCOG Lead Accountant.

* Develop a process to ensure vendor invoices are paid within 30 days of receipt.

» KTMPO Staff will coordinate with CTCOG Admimstrative Staff to ensure all
documentation that 15 required for timely processing of vendor mvoices has been
received prior to payments to vendors.

= KTMPO Staff will ensure that rermbursement documents have an identfying date
on them to ensure they are processed within 30 days of receipt.

= Should a payment not be able to be made within 30 days of receipt, KTMPO 5taff
shall document the reasoms for this delay and share this with CTCOG
Admimstrative Staff.

o Estimated Implementation Date: 271/2024
o This process will be implemented by the KTMPQ Director, CTCOG

Director of Admimistration, and the CTCOG Lead Accountant.
,C{_-_.-- ._'gu"ef,-"'

Durector, Killeen-Temple MPO
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