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Executive Summary

Objective

To evaluate if established procedures provide assurance for uniform monitoring and payment of
Metropolitan Planning Organization (MPO) grant related expenses, allocation of grant funding, and
reconciliation of carryover grant funding.

Overall Engagement Assessment - X

Priority 1 Priority 2  Priority 3  Priority 4
Control mechanisms are not designed or operating to optimize program efficiency and effectiveness.
Programmatic improvements can be achieved by addressing control deficiencies identified.
Improvements to address deficiencies include redesign, execution, and performance measurement.

Summary Results
Management concurs with the below findings and prepared management action plans to address
deficiencies.

Finding 1: Metropolitan Planning Grant Oversight

Control X Operating

Design Effectiveness

Oversight for metropolitan planning (PL) grant reimbursements did not always ensure proper 1) segregation

of duties within the approval process, 2) compliance with grant requirements (unsupported), and/or 3)

supporting documentation did not contain personal identifiable information (PII).

= 12 of 24 (50%) request for reimbursement (RFRs) totaling $4.2M were reviewed and approved by the
same employee.

= 159 of 350 (45%) line items totaling $1.0M did not have sufficient documentation to fully support
amounts reimbursed.

= 7 0f 350 (2%) line items had supporting documentation that contained PII that was not properly secured.

X Division | Transportation Planning and Programming (TPP) | District No

(Impact): Unsupported expenditures were found to be reimbursed to the grant subrecipient totaling $1.0M, of
which $860K was reviewed and approved by the sample employee. Documentation accepted and retained in
an insecure manner that contains PIl could lead to unauthorized disclosure and misuse of the information.

Finding 2: Grant Allocation Methodology

Control X Operating
Design Effectiveness
The methodology used by TPP to calculate and distribute PL grant funds to metropolitan planning
organizations (MPQOs) deviated from the 2006 approved allocation formula.

=  Atotal variance of $85K was identified for funds available versus allocated in federal fiscal years (FFYs)

2021 - 2023.

X Division | TPP District No

(Impact): Allocation methodology that deviated from the approved allocation formula resulted in $85K in
available grant funds not being distributed.

Finding 3: Grant Carryover Reconciliation
Control X Operating
Design Effectiveness
The timing of grant carryover reconciliation limits the time frame in which funding can be used. In addition,
records retained for reconciliation of grant carryover funds did not support final amounts externally reported.
= As of August 15, 2023, the FFY 2022 carryover reconciliation had not been finalized by TPP with one
month left in the 2023 FFY.
= Atotal variance of $(222K) was identified for FFY 2020 - 2022 PL grant funds carryover amounts within
the carryover reconciliation performed by TPP.
— Although amounts were reported correctly a variance was identified with documentation retained.
= Carryover amounts for FFY 2020 and 2021 were 50% ($36.7M) and 54% ($41.5M) of the total available
amount, respectively.

X Division | TPP District No
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(Impact): Delayed completion of the annual reconciliation could impact the timeliness in which carryover
grant funding is released to the MPOs and increases the potential for funds to be reapportioned.

Audit testing completed not resulting in management action plans.

Scope Area 1: Reimbursement Review and Approval

= 345 of 350 (99%) line items were allowable per the grant requirements and the MPO’s Unified Planning
Work Program (UPWP).

Control Environment

TxDOT acts as the fiscal agent for the Federal Transit Authority (FTA) and Federal Highway
Administration (FHWA) for the PL grant program. TPP administers PL grants to MPOs to include grant
funding allocation, reimbursement, and carryover funding reconciliation.

TPP - Grants and Administration Section is responsible for creating billing worksheets and cursory
review of RFR received from the MPOs. TPP - System Planning Section is responsible for review of
RFRs for allowability of reimbursements per grant guidelines and the MPO’s UPWP. The enterprise
resource planning system (PS) is utilized to process reimbursements, and RFR documentation is
retained by individual TPP planners on network drives (i.e., employees’ individual, TPP shared).

Allocation of grant funding is calculated in a manual spreadsheet. TPP - System Planning Section
allocates a minimum of $50K to each MPO and distributes remaining amounts to the MPOs through
a population-based formula that was approved by the Texas Transportation Commission in 2006.

TPP - Grants and Administration Section performs an annual reconciliation to determine funding
available to be transferred (i.e., de-obligated and then re-obligated) to another grant year. The
reconciliation process starts once all final billings have been received from the MPOs and includes
review and comparison of PS data to manual reimbursement tracking maintained by TPP.

Background

An MPO is the policy board created and designhated to carry out the metropolitan transportation
planning process and is required for each urban area with a population of more than 50,000 people.
The PL grant program provides financial assistance to 23 Texas MPOs to plan for the development,
improvement, and effective management of their multimodal transportation systems.

The awarded MPOs submit an UPWP to outline transportation planning work tasks to be funded and
includes details of who will perform the work, the schedule for completing the work, and the
deliverables that will be produced. The MPOs cannot incur any cost for work outlined in the UPWP
prior to approval by TPP.

The source of PL funding is a combination of FTA and FHWA with the funds primarily administrated
and distributed by FHWA. PL program funding is awarded annually and remains available to obligate
for four federal fiscal years (FFY) (year of award plus three years). Unused funding remaining in the
four year period reverts back to the FTA for reapportionment. PL grant funding allocated to the MPOs
between FFY 2021 - 2023 totaled $126.6M. (see Table 1)

Table 1

FFY 2021 2022 2023 Totals

Total Allocated $ 39,976,252 $ 43,931,468 $ 42,751,024 $ 126,658,744
Source: TPP planning grant data

September 2023 2



Grant Management - MPO Planning TxDOT Internal Audit Division

Detailed Audit Report

Scope and Methodology

The audit was conducted during the period from February 6, 2023, to May 26, 2023. Testing
focused on 24 reimbursements to six Metropolitan Planning Organizations (MPOs) for the first
quarter of federal fiscal year (FFY) 2023 totaling $6.2M, allocation of grant funding for FFYs 2021 -
2023, and reconciliation of grant funding for FFYs 2020 -2023.

Scope Area 1: Reimbursement Review and Approval

Determined if metropolitan planning grant request for reimbursement (RFRs) were supported, allowable,

and properly approved.

= Reviewed federal criteria including Federal Transit Authority (FTA) Circular Program Guidance, Code of
Federal Regulations (CFR), and TxDOT criteria including the Transportation Planning and Programming
manual for grant reimbursement requirements.

=  Conducted interviews with key Transportation Planning and Programming Division (TPP) personnel
involved with the review and approval of RFRs to include the Grants and Administration Section Director
and Resource Budget Analysts, and the System Planning Section Metropolitan Planning Branch
Manager and MPO Planners.

= Judgmentally selected two task categories within the RFRs (Task 1 -Program Administration and Task 5 -
Special Studies) based on total reimbursement amount for the selected time period of FFY 2023.

= For the selected task categories, judgmentally sub-selected six MPOs based on reimbursement
amounts and MPO Planner assigned.

= Review sampled RFRs to verify required TPP approvals were obtained and no segregation of duty
conflicts exist.

= Determined retention location of RFR supporting documentation for RFR sample.

=  Forthe 24 RFRs and two task categories selected, judgmentally sub-selected 350 line items to verify
that items were allowable per grant requirements and the MPQO’s Unified Planning Work Program
(UPWP), supported with applicable documentation, and did not contain personal identifiable
information.

Scope Area 2: Grant Allocation

Evaluated the effectiveness of the metropolitan planning grant allocation methodology and calculation.

Reviewed the grant fund allocation methodology included in the 2006 Texas Transportation Commission

Minute Order number 110394,

=  Conducted interviews with key TPP personnel involved in the grant allocation process including the
Grants and Administration Section Director and Metropolitan Planning Branch Manager.

= Evaluated the grant allocation performed by TPP for FFY 2021, 2022, and 2023.

=  Reperformed allocation calculation using approved formula and compared to TPP allocation amounts.

Scope Area 3: Carryover Reconciliation

Determined if obligated grant funds not expended during the award year are accurately calculated for

carryover to the next FFY.

= Reviewed federal criteria including FTA Circular Program Guidance, CFR, and TxDOT criteria including
the Transportation Planning and Programming manual for grant carryover and reconciliation
requirements.

=  Conducted interviews with key TPP personnel involved with the carryover reconciliation including the
Grants and Administration Section Director and Resource Budget Analysts.

= Evaluated the carryover reconciliation performed by TPP for FFY 2020, 2021, and 2022.

= Reperformed carryover reconciliation by comparing the total amount awarded to the total expenditure
amount to determine the net amount of allocated funds not used by the MPO.

=  Compared reperformed carryover amounts to TPP calculated carryover.

= Verified that TPP accurately reported carryover amounts to the Federal Highway Administration for de-
obligation/re-obligation.
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] Detailed Audit Findings and Management Action Plans (MAPSs) \

Finding No. 1: Metropolitan Planning Grant Oversight

Condition

Oversight for metropolitan planning (PL) grant reimbursements did not always ensure proper 1)
segregation of duties within the approval process, 2) compliance with the grant requirements
(unsupported), and/or 3) consideration of personally identifiable information (PII) obtained.

Effect/Potential Impact

Unsupported expenditures were found to be reimbursed to the grant subrecipient totaling $1.0M.
TxDOT could be required to reimburse the Federal Highway Administration or Federal Transit
Authority.

Although no fraud was evident, an approval process that does not include proper segregation of
duties could increase the risk of errors or potential fraud. For the $1.0M unsupported or unallowable
expenditures identified, $860K was reviewed and approved by the sample employee.

Documentation accepted and retained that contains PIl could lead to unauthorized disclosure and
misuse of the information.

Criteria

Transportation Planning and Programming Manual Chapter 12, Section 2 outlines the Transportation
Planning and Programming Division (TPP) oversight of planning grant responsibilities include invoice
processing and approval. Section three states that invoice submittal should include collateral
material to support charges and any other applicable documentation.

Title 43, Texas Administrative Code, §16.52 states that a metropolitan planning organization (MPO)
is required to document planning activities in a Unified Planning Work Program (UPWP) .

Business and Commerce Code §521.002 defines PIl as information that alone or in conjunction with
other information identifies an individual, including an individual’s unique electronic identification
number, address, or routing code.

Cause
Approval authority was assigned to an MPO Planner Branch Manager who is also responsible for
reviewing of request for reimbursement (RFR).

There are no established policies and procedures for the verification of specific documentation or for
approving RFRs from the MPOs. Detailed reviews of the reimbursement documentation submitted by
the MPOs are not performed prior to payment as there is a level of trust between the MPO Planners
(reviewers) and the MPOs. In addition, one MPO was given informal approval to not submit
supporting documentation for expenses less than $1,000.

No periodic monitoring is performed to help verify that reviews performed correctly identify and
remediate discrepancies.

Employees performing RFR review were also unaware that supporting documentation contained
certain PII.

September 2023 4



Grant Management - MPO Planning TxDOT Internal Audit Division

Evidence

Approval

A review was performed to determine if metropolitan planning grant RFRs were approved for 24

federal fiscal year 2023 RFRs totaling $6.2M for six judgmentally selected MPOs.

= 12 of 24 (50%) RFRs totaling $4.2M were reviewed and approved by the same employee (i.e.,
segregation of duty conflict).

Support and PlI
A review to determine if reimbursements made were supported and contained Pll was performed for

350 UPWP Task 1 (Program Administration) and Task 5 (Special Studies) line items totaling $3.2M

from the same 24 RFRs.

= 159 of 350 (45%) line items totaling $1.1M did not have sufficient documentation to fully
support amounts reimbursed.

= 7 0of 350 (2%) line items had supporting documentation that contained PII (i.e., business/local
government name, bank routing and account numbers)

Management Action Plans (MAPs):

MAP 1.1 | Completion Date: January 15, 2024 | Division: | Yes |[District:| No

The Transportation Planning and Programming Division (TPP) will:

=  establish request for reimbursement (RFR) review and approval policy to include that the RFR reviewer is
not also the final RFR approver.

= update the RFR cover sheet to ensure delegation of RFR review and approval is applied.

= communicate RFR review and approval updates at leadership meetings and to impacted staff to ensure
awareness.

= establish policy that RFR reviews are consistently applied to all metropolitan planning organization
(MPOs).

= develop a step-by-step RFR review checklist, sorted in chronological order of review and by team
assigned to review particular invoice sections (i.e., programmatic, travel, scope, budget alignment for
payment, etc.), and including specific documentation to review to validate expense.

= require staff to utilize the step-by-step RFR checklist to include initialing each item to certify review.

= adopt the personal identifiable information (PII) policy used by the Information Technology Division.

= remind and/or train staff of what Pll is and what to watch for when reviewing RFRs.

MAP Owner: | Phillip Tindall, Metropolitan Planning Branch Manager, TPP

MAP 1.2 | Completion Date: May 15, 2024 | Division: | Yes |[District:| No
The Transportation Planning and Programming Division (TPP) will:
= develop a comprehensive standard operating procedures (SOP) for metropolitan planning organization
(MPO) planning funds program management to include:
— request for reimbursement (RFR) review and approval policy.
— the RFR checklist and initialing each item checked to certify review.
— consistent application of policy to all MPOs.
— personal identifiable information (PIl) policy.
= post the PIl policy on the TPP SharePoint site and share the policy with all staff involved in invoice
processing.
= create a Pll policy memo and distribute to MPO partners through email and mailed copies.
= ensure for any Pll not redacted by the MPO, TPP staff will redact prior to uploading documentation to
OnBase.
= train impacted staff on newly created SOPs and conduct annual refresher training.
= coordinate quarterly (MPO Planning Branch and Grants/Administration Section) on best practices,
common issues, and addressing discrepancies.
MAP Owner: | Phillip Tindall, Metropolitan Planning Branch Manager, TPP
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Finding No. 2: Grant Allocation Methodology

Condition

The methodology used by the Transportation Planning and Programming Division (TPP) to calculate
and distribute metropolitan planning (PL) grant funds to metropolitan planning organizations (MPOs)
deviated from the 2006 approved allocation formula.

Effect/Potential Impact
The methodology that deviated from the approved allocation formula resulted in $85K in available
grant funds not being distributed.

Criteria

Title 43, Texas Administrative Code, §16.52 states that TxDOT will distribute federal transportation
planning funds to the MPOs based on a formula developed by TxDOT, in consultation with the MPOs,
and approved by applicable federal agencies.

Texas Transportation Commission (TTC) Minute Order 110394 (approved in 2006) outlines the
allocation formula for awarding federal metropolitan planning funds to MPOs.

Cause

There are no formal policies or standard operating procedures established for the grant fund
allocation process. The allocation formula used to allocate PL grant funding has been updated to
include additional requirements by the Federal Highway Administration and Federal Transit
Administration; however, the formula has not been presented for approval by the TTC. Variances
identified were due to estimated values (not actual amounts) for set aside expenses and annual
dues that were used within the allocation calculation.

Evidence
An evaluation to verify the accuracy of TPP’s federal metropolitan planning fund grant allocation was
performed for federal fiscal years (FFYs) 2021, 2022, and 2023 for all 23 Texas MPOs. (See Table 1)

Table 1
Available
FFY (Award + Carryover) Allocated to MPOs Variance Amount ($)
2021 $ 40,007,207 $ 39,976,252 $ 30,955
2022 $ 43,985,877 $ 43,931,468 $ 54,409
2023 $ 42,751,024 $42,751,024 )
Totals $ 126,744,108 $ 126,658,744 $ 85,364

Source: TPP planning grant data

= Atotal variance of $85K for PL grant funds available versus allocated between FFY 2021 - 2023
was identified noting that not all of the available funding was allocated during that time.

Management Action Plans (MAPs):

MAP 2.1 | Completion Date: July 15, 2024

| Division: | Yes

| District: | No

The Transportation Planning and Programming Division (TPP) will develop a comprehensive standard
operating procedures (SOP) for the metropolitan planning organization (MPO) planning grant fund allocation
process and grant distribution formula. Impacted staff will be trained on the newly created SOPs and
reminded of SOPs during annual refresher training.

MAP Owner:

| Phillip Tindall, Metropolitan Planning Branch Manager, TPP
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MAP 2.2 | Completion Date: July 15, 2024 | Division: | Yes |[District:| No
The Transportation Planning and Programming Division (TPP) will conduct discussions with the metropolitan
planning organizations (MPOs) to update the grant distribution formula to include use of actual amounts for
set-aside expenses and annual dues. The updated grant distribution formula will be presented by TPP for
approval by the Texas Transportation Commission. The updated and approved grant distribution formula will
be implemented with the federal fiscal year (FFY) 2025 grant distribution.

MAP Owner: | Phillip Tindall, Metropolitan Planning Branch Manager, TPP
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Finding No. 3: Grant Carryover Reconciliation

Condition

Untimely calculation of metropolitan planning grant carryover amounts limited the time frame in
which funding can be used in current and subsequent carryover years. In addition, records retained
for the reconciliation of grant carryover funds did not support the final amounts externally reported.

Effect/Potential Impact

While additional PL grant funding is distributed to the metropolitan planning organizations (MPOs)
upon the start of the new grant year, delayed completion of the annual reconciliation could impact
the timeliness in which carryover grant funding is released to the MPOs and increases the potential
for funds to be returned for reapportionment.

Although no instances were identified, documentation with inaccurate reconciliation amounts could
result in inaccurate requests made to the Federal Highway Administration (FHWA) regarding the de-
obligation and re-obligation of PL grant funding. Carryover amounts for federal fiscal year (FFY) 2020
and 2021 were $36.7M and $41.5M, respectively.

Criteria
Title 43, Texas Administrative Code, §16.52 states that TxDOT will make available to MPOs all PL
grant funds and provide the required non-federal match as authorized by the Commission.

Transportation Planning and Programming Manual Chapter 12, Section 3 states that at the end of
the FFY when the reconciliation of the amount paid versus the amount billed is completed, the
amount billed by each MPO will be subtracted from the amount allocated to determine the previous
year’s carryover. The Transportation Planning and Programming Division will submit a request to
FHWA to de-obligate the carryover funds from the previous year’s federal project number.

Cause

There are no formal policies or standard operating procedures established for the reconciliation of
grant funds to include timing of reconciliation, supporting documentation, and monitoring of
reconciliation totals. There is also not an established deadline for MPOs to submit final billings which
is important in computing final carryover amounts for the federal fiscal year reporting.

Evidence
An evaluation to verify the accuracy of federal metropolitan planning fund grant carryover amounts
was performed for FFY 2020 and 2021 and 2022 for all 23 Texas MPOs. (See Table 1)

Total Available Total Difference Total Carryover Reported to

FFY (includes prior carryover) Billed (Allocated - Billed) (Support Documents) Variance FHWA
2020| $ 72,906,933 $ 36,180,542 | $36,726,392 | $ 36,815,983 $(89,591) | $ 36,726,392
2021| $ 76,792,235 $ 35,213,142 | $41,579,093 | $41,711,229 | $(132,136) | $41,579,093
2022| $84,944,461 Unavailable

Totals| $ 234,643,629 | $71,393,684 | $ 78,305,485 | $ 78,527,212 | $(221,727) | $ 78,305,485
Source: Enterprise resource planning data, FHWA reporting, TPP planning grant data

= Atotal variance of $(222K) was identified for FFY 2020 - 2022 PL grant funds carryover
amounts (total available - total billed - total carryover) within the carryover reconciliation
performed by the Transportation Planning and Programming Division (TPP).
— Although amounts were reported correctly to FHWA, a variance was identified with the
supporting documentation retained.
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As of August 15, 2023, the FFY 2022 carryover reconciliation had not been finalized by TPP with
one month left in the 2023 FFY.

= Carryover amounts for FFY 2020 and 2021 were 50% ($36.7M) and 54% ($41.5M) of the total
available amount, respectively.

Management Action Plans (MAPs):

MAP 3.1 [ Completion Date: May 15, 2024 | Division: | Yes | District:| No
The Transportation Planning and Programming Division (TPP) will develop a comprehensive standard

operating procedures (SOP) for the metropolitan planning organization (MPO) planning grant fund carry-over
reconciliation process to include:

= final request for reimbursement (RFR) billing deadline and TxDOT MPO contact.

= timing of carry-over reconciliation.

= documentation to be retained supporting reconciliation performed and amounts reported.

= Grants/Administration Section independent review of the carry-over reconciliation data and supporting
documentation to ensure accuracy.

MAP Owner: | Phillip Tindall, Metropolitan Planning Branch Manager, TPP

MAP 3.2 | Completion Date: August 15, 2024 | Division: | Yes |[District:| No

The Transportation Planning and Programming Division (TPP) will communicate the final request for

reimbursement (RFR) billing deadline to the metropolitan planning organizations (MPOs). MPOs will be
reminded of the established deadline annually.

MAP Owner: | Phillip Tindall, Metropolitan Planning Branch Manager, TPP
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’ Summary Results Based on Enterprise Risk Management Framework \

The Internal Audit Division uses the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) Internal Control - Integrated Framework version 2013.

A defined set of control objectives was utilized to focus on operational and compliance goals for the
identified scope areas. Our audit opinion is an assessment of the health of the overall control
environment based on (1) the effectiveness of the enterprise risk management activities throughout
the audit period and (2) the degree to which the defined control objectives were being met. Our audit
opinion is not a guarantee against operational sub-optimization or non-compliance, particularly in
areas not included in the scope of this audit.

Audit Results Dashboard
Grant Management - MPO Planning

Scope Areas Evaluated
Business Objectives (Reporting, Operational, Compliance) 0,C 0,C 0,C

Reimbursement
ERM Component Control Activities _ Grant Allocation Carryover Reconciliation
Review and Approval

Organizational Tone 1 2 3

Business Objective/Performance Measures

Control

Resource Capaci
Environment pacity

Forecasting/Budget

Training and Development

Risk Identification/Planning

Risk Ass: t/Impact

Risk Response/Cost-Benefit Analysis

Risk Assessment

Business Continuity

Palicies/Procedure Development & Maintenance _ 2 3
1

Review/Approvals

Supporing Eviience/Revords Retention : 2 s
Control Activities
1

Segregation of Duties

Safeguarding Assets

General IT Controls

Data/Information Classification

Data/Information Input

Information &

- Data/Information Processing
Communication

Data/Information Output

Internal and External Reporting

Evaluations/Inspections

Quality Control/Quality Assurance Reviews 1

Monitoring
Reconciliations 3

Management Assessments

Scope Area Assessment
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] Closing Comments \

This report is prepared for the Texas Transportation Commission and for the Administration and
Management of TxDOT. The report presents the results of the Grant Management - MPO Planning
audit which was conducted as part of the Fiscal Year (FY) 2023 Audit Plan.

We conducted this performance audit 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 that 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. Recommendations to mitigate risks identified were provided to management during
the engagement to assist in the formulation of the management action plans included in this report.

The results of this audit were discussed with the Transportation Planning and Programming Director

on August 28, 2023. The Internal Audit Division appreciates the cooperation and assistance received
from the personnel contacted during this audit.
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