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Tuition Assistance Program (TAP) TxDOT Internal Audit Division - Limited Scope
Objective

To evaluate policy and procedures and the operating effectiveness of the Tuition Assistance
Program.

Opinion

Based in the audit scope areas reviewed, control mechanisms require improvement and
only partially address risk factors and exposures considered significant relative to impacting
reporting reliability, operational execution, and compliance. The organization’s system of
internal controls require improvement in order to provide reasonable assurance that key
goals and objectives will be achieved. Improvements are required to minimize existing
process variation and control gap corrections that may result in potentially significant
negative impacts to the organization including the achievement of the organization’s
business/control objectives.

Overall Engagement Assessment ‘ Satisfactory
Finding
Operating
Title Control Design Effectiveness Rating
Finding 1 TAP Oversight and Policy X X Needs Improvement

Management concurs with the above finding and prepared management action plans to
address deficiencies.

Control Environment

The Human Resources Division (HRD) is responsible for overseeing the Tuition Assistance
Program (TAP) at TxDOT and has developed policy and corresponding procedures to govern
the program.

Policy notes that TxDOT will pay tuition and mandatory fees up to a maximum of $3,500 per
semester (up to three semesters per year) for three qualifying programs:

1. Job related degree plan
2. Undergraduate degree completion
3. Full time master’s degree programs

The policy also includes provisions for suspension, cancellation, and repayment
requirements for active TAP participants in the event one of these would be required.

Each program has eligibility requirements and each employee must submit a completed
application (Form 2562) with required documentation to HRD by the annual program
deadlines (March 15, June 15, and October 15). The application is reviewed by the TAP
administrator for accuracy and completeness prior to submitting the application package to
a Tuition Assistance Program (TAP) Committee. The TAP Committee reviews the submitted
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applications for acceptance or denial of the application. The applicant is then notified of
acceptance or denial through written notification.

Currently, one TAP administrator is responsible for program responsibilities which includes
overseeing all participants’ progress within their respective programs and manually tracking
relevant information such as tuition payments (TAP payments) and supporting
documentation.

TxDOT made changes to the TAP program in 2015 to increase the accountability of tuition
program spending. The requirement changes included:
1. Achange to the number of participants accepted into the program each semester.
2. The removal of each participant to pay part of their tuition upfront.
3. Decreased the maximum amount of tuition assistance to from $5,000 to $3,500.
4. Added the education program must relate to their current or prospective job duties.

Summary Results
Audit testing completed resulting in management action plans.

Finding\ Scope Area \ Evidence

For the two-year calendar period ending December 31,
2019, the TAP application process for 66 application
packages was reviewed for completeness:
= 16 of 66 (24%) application packages reviewed had
required section D of the application left incomplete.
This omission does not affect the integrity of the
application.
= 6 of 66 (9%) application packages did not have a
school acceptance letter; however, other types of
documentation were provided to validate school
acceptance.
= 1 of 66 (2%) application packages did not have a
district engineer or division director
recommendation letter for the applicant.
= 1 of 66 (2%) application packages did not have a
school acceptance letter for the school that was
attended.

Participant
Acceptance
Process

For the two-year calendar period ending December 31,
2019, 79 TAP payments were reviewed for the 56 accepted
applicants:
= 9 0of 79 (11%) TAP payments were not paid directly
Ongoing to the university, as required.
Monitoring = 2 0f 79 (3%) TAP payments had exceptions with the
accuracy and timing of payment.
= 1 of 30 (3%) TAP payments had grade
documentation provided after tuition was paid for
the next semester.
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Audit testing completed not resulting in management action plans.

Scope Area

Participant Acceptance

Evidence
For the two-year calendar period ending December 31,
2019, reviewed 66 (56 accepted and 10 denied) TAP
application packages:
= All applicants were confirmed to meet TAP Policy for

Process N
employee eligibility.
= Accreditation of schools were validated for all 66
applicants.
For the two-year calendar period ending December 31,
2019, reviewed grade reports and the supporting
documentation for payments made on behalf of 56 active
TAP participants:
= All TAP payments were supported by invoices for
tuition.
= Tuition payments were adjusted based on the grant
Ongoing Monitoring and scholarships received.

= Review of grade reports noted:

- 51 participants completed their course for
the semester and TAP payments did not
exceed their maximum TAP assistance per
semester.

- 2 participants dropped their course or left the
agency and a reimbursement plan has been
established.

Audit Scope and Methodology

The audit was conducted during the period from March 16, 2020 - July 2, 2020. The audit
focused on reviewing the operating effectiveness of the participation acceptance process,
as well as, the ongoing monitoring of the TAP participants.

Scope Area 1: Participant Acceptance Process - To evaluate the operating effectiveness of
the participant acceptance process into the Tuition Assistance Program (TAP).

Methodology included:

= Judgmentally selected 66 TAP applicants from January 1, 2018 through December 31,
2019 based on acceptance and denial into the program and reviewed application

packages.

= Interviewed two randomly selected individuals from the listing of five TAP Committee
members to understand the selection process.
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Scope Area 2: Ongoing Monitoring - To evaluate operating effectiveness of the ongoing
monitoring of the participants within the Tuition Assistance Program (TAP).

Methodology included:

= Judgmentally select all 56 applicants admitted into TAP from January 1, 2018 through
December 2019 and reviewed the supporting documentation (i.e., grade reports) for
each semester of their TAP participation.

= Verified 79 tuition expenses against the direct billing statement and reviewed if
payments were over the tuition assistance limits.

=  Of 79 tuition expenses reviewed, 30 were judgmentally selected based on amounts
and district/division distribution to validate that the grade report was received prior to
the next semester’s tuition payment.

Methodology included within both Scope 1 and Scope 2:

= |nterviewed the TAP administrator and Workforce Development Section Director.

= Reviewed the TAP policy and procedures such as the Tuition Assistance Program policy.

= Reviewed Texas Administrative Code, Title 43, Part 1, Chapter 4 to understand
guidance on the development of continuing education of employees.

= Reviewed Texas Government §656.102 stating policy must provide clear and objective
guidelines to govern tuition reimbursement for an administrator or employee of a state
agency who is enrolled in training for which the administrator or employee seeks
reimbursement from the state.

Background

This report is prepared for the Texas Transportation Commission and for the Administration
and Management of TxDOT. The report presents the results of the Tuition Assistance
Program audit which was conducted as part of the Fiscal Year (FY) 2020 Audit Plan.

The program currently has 77 active participants as of July 8, 2020 and paid a total of
$555,029 in tuition for calendar years 2018 and 2019. Participants in the program have
eight years to complete an undergraduate degree, and up to four years to complete a
master’s degree, while not exceeding 120 credits.

The program encourages professional development through education and training under
the State Employee’s Training Act, which governs the eligibility and obligations of the
employee under the training and education program. TAP is an equal opportunity program as
demonstrated by the diverse acceptance rate into the program since 2015, as noted below.
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Diversity Acceptance Rate (Race and Ethnicity)

DIVERSITY ACCEPTANCE RATE

57%

2019 2018 2017 20186 2015
®'\White mHispanic ® Black = Asian

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 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.

September 2020 5



Tuition Assistance Program (TAP) TxDOT Internal Audit Division — Limited Scope

Detailed Finding and Management Action Plans (MAP)

Finding No. 1: Tuition Assistance Program (TAP) Oversight and Policy

Condition

Further improvements are needed for TAP, regarding oversight and on-going administration
requirements relating to the completeness of the TAP application, communication of the
acceptance/denial process, and retention of supporting documentation.

Effect/Potential Impact

Without retention of applicant and participant documentation, the TAP process may not be
transparent. In addition, without improved validation of the supporting or financial
documentation, payments could be submitted without adequate support or result in an
incorrect payment.

Criteria
The TAP policy, and procedures document the roles, responsibilities, authority, and oversight
process related to the administration of the TAP.
= To be eligible, the employee must submit a TAP application, district engineer or
division director letter of recommendation, as well as, an acceptance letter from an
accredited university to be considered for the TAP.
= A committee assigned by the Executive Director or designee shall select the
participants.
= To maintain eligibility during the program, the participants must continue to be in
good standing with the agency and meet program requirements such as maintaining
at least a grade of C in their courses.
= Grades reports should be submitted by the TAP participant to the TAP administrator
within two weeks of receiving their grades. Payment for new courses will not be paid
until grade reports have been received.
= Reimbursable activity records for educational programs, workshops, or college
classes should be retained for the current fiscal year plus three years.

Cause

The TAP program has gone through various changes in its operations and administration
including turnover at the TAP administrator position. Prior to the summer semester in 2019
there were two TAP administrators that were responsible for overseeing the completion of
the TAP process until one of the administrators left the agency and a decision was made to
continue to TAP program oversight with one TAP administrator. These changes occurred
while the program increased TAP applicants by 25% and active TAP participants by 25% in
calendar year 2019. The TAP administrator role uses a manual process supported with data
entry spreadsheets that are mainly handled by one individual. The current TAP
administrator, in addition to overseeing other educational programs for HRD, has 77 active
TAP participants in the program that require validation of documentation and data entry into
supporting spreadsheets for each semester.
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The current TAP policy also do not reflect changes to the program relating to document
retention and the responsibilities of the TAP administrator as it relates to reconciliation. The
current TAP policy does not define reconciliation or the responsibility to help ensure TAP
disbursements related to tuition expenses are being monitored and accounted for properly.

The policy also does not include a process to document and retain rationale regarding the
application acceptances or denials into the TAP program.

Evidence
For the two-year period ending December 31, 2019, 66 TAP submitted application packages
(56 accepted and 10 denied) were reviewed to determine that the supporting
documentation met TAP policy and was complete to support Committee decisions:
= 24 of 66 (36%) application packages did not meet the documentation requirements
outlined in TAP policies.

- 16 of 66 (24%) application packages reviewed had required section D of the
application left incomplete. This omission does not affect the integrity of the
application.

- 6 of 66 (9%) application packages reviewed did not have a school acceptance
letter as required by TAP program policy; however, other types of
documentation were provided to validate school acceptance.

- 1 of 66 (2%) application packages reviewed did not have a district engineer or
division director recommendation letter; however, a division director
recommendation letter to the applicant’s school was used to validate the
director’s knowledge and recommendation into the TAP program.

- 1 of 66 (2%) application packages reviewed had both 1) required section D of
the application left incomplete and 2) the school acceptance letter could not
be provided as required by TAP program policy. However, other documentation
was provided to validate school acceptance.

= Although not required, the denied application packages were reviewed to see if
rationale for the denial was retained and shared with the applicant. The TAP
Administrator noted that applicants are notified of the decision, but no
documentation was provided to show the rationale for the denial which could assist
candidate(s) with future application(s).

Of the 56 accepted application packages reviewed, 79 TAP payments were reviewed:
= 9Qof 79 (11%) TAP payments reviewed were paid as a reimbursement to the applicant
and not to the university as required by TAP policy. These payments were completed
between the 2018 summer semester and the 2019 summer semester and were
verified as accurate and valid.
= 2 0f 79 (3%) TAP payments had the following exceptions:

- A Spring 2018 semester TAP invoice was paid both to the student and directly
to the university. The redundant payment was identified by the Financial
Management Division within a day of the second payment. Reimbursement
was requested of the student and payment has since been received.

— One TAP payment was not identified with the TAP chart field within the
Enterprise Resource Planning system (ERP).
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Of the 79 TAP payments reviewed, 30 TAP payments were judgmentally selected and
reviewed for timely receipt of grades.
= 1 of 30 (3%) TAP payments had grade documentation provided after tuition was paid
for the next semester. The applicant’s eligibility was confirmed.

Management Action Plan (MAP):

MAP Owner:
Chris Young, Workforce Development Section Director, Human Resources Division (HRD)

MAP 1.1: Human Resources Division (HRD) will update Chapter 2, Section 2 of the Human
Resources Policy Manual to address the gaps found in this Audit. In particular, edits to
Section 2 will include but may not be limited to:

1. Addition of a listing of components of a complete Tuition Assistance Program (TAP)
application package.

2. Addition of language allowing for exceptions and substitutions to required
components for a complete TAP application.

3. Addition of “background” language in the Summary section listing dates specific to
the changes made to TAP in March 2018.

4. Addition of language explaining TAP payment options that indicate employees have
the option of direct payment to school option or a reimbursement option.

5. Addition of Full Time Master’s Student program processes to Chapter 2 under a new
heading.

MAP 1.2: Human Resources Division (HRD) TAP administrator will conduct routine file
reviews at least annually of TAP participants that will follow a process map and checklist to
verify each individual file has been checked for relevant documents or if exceptions or
substitutions have been made. The date of completion for individual file reviews will be
documented on a master spreadsheet maintained by the TAP administrator. Initial details of
the file review process and the results of the initial file reviews will be reported to the TAP
Committee upon completion in 2020 and then subsequently during the first TAP Committee
meeting of each Fiscal Year. The TAP administrator will document the notification that the
file review has been briefed to the TAP Committee via e-mail, which will be kept with TAP
administration files. Future changes to the file review process will be presented to the TAP
Committee for approval, documented in e-mail, and be implemented by the TAP
administrator.

Completion Date: January 15, 2021
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Summary Results Based on Enterprise Risk Management Framework

Audit Results Dashboard
Tuition Assistance Program

Business Objectives (Reporting, Operational, Compliance)

ERM Component

Control
Environment

Control Activities

Organizational Tone

Scope Areas Evaluated
0,C 0.C

Participant Acceptance Process Ongoing Monitoring

Business Objective/Goal-Setting

Resource Capacity

Forecasting/Budget

Training and Development

Risk Assessment

Risk Identification/Planning

Risk Assessment/Impact Analysis

Risk Response/Cost-Benefit Analysis

Business Continuity

Control Activities

Policies/Procedure Development & Maintenance

Approvals/Authorizations

Supporting Evidence/Records Retention

Segregation of Duties/System Access

——

Safeguarding Assets/Security

Information &
Comr ication

Information Classification

Information Input

Information Processing

Information Qutput

Internal and External Reporting

Monitoring

Exception Reporting Review

Reconciliations

Root-Cause Analysis

Evaluations/Inspections

Management Action Plans

Scope Area Assessment

Rating Assessment Grid

Needs
Ex I Satisfacts Unsatisfacts
] S ]

Closing Comments

The results of this audit were discussed with the Director of Human Resources and

Workforce Development Section Director on August 13, 2020. The Internal Audit Division
appreciates the cooperation and assistance received from the Human Resources Division
during this audit.
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