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Objective
To evaluate if established traffic safety grant program procedures provide assurance for
uniform monitoring and appropriate reimbursement of funds.

Opinion

Based on the audit scope areas reviewed, control mechanisms are effective and
substantially address risk factors and exposures considered significant relative to impacting
operational execution, and compliance. The organization's system of internal controls
provides reasonable assurance that most key goals and objectives will be achieved despite
significant control gap corrections and improvement opportunities identified. Control gap
corrections and improvement opportunities identified are likely to impact the achievement
of the organization's business/control objectives, but management has agreed to corrective
action plans to address the relevant risks within 6 months.

Overall Engagement Assessment Satisfactory

Finding
Operating
Title Control Design Effectiveness Rating
- Approval and Monitoring of
Finding 1 Unsupported or Unallowable Expenses X X NBELS T EOTETEm

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

Control Environment

The Traffic Safety Division (TRF) is responsible for the oversight and monitoring of traffic
safety grants as part of the Texas Traffic Safety Program. TRF has created documented grant
management procedures within their program manual to assist in the management of traffic
safety grants. An electronic grants management system is utilized for grant documentation
retention, review and approval of grant expenditures and performance, report generation,
and evaluation of ongoing grant activities.

TRF Behavioral Traffic Safety Section project managers monitor subrecipient activity, to
include monthly review of performance reports and reimbursement requests (i.e., RFRs)
Subrecipients are required to submit documentation with each RFR to support expenditures
claimed, and project managers are responsible for the review and approval of RFRs and
supporting documentation to ensure request is accurate, complete and allowable per grant
guidelines.

Annual on-site monitoring is conducted by project managers to review grant project status,
supporting documents, subrecipient grant management and financial records/systems. An
on-site monitoring is conducted once within the first quarter of the grant for new
subrecipients and at least once during the first three quarters of the fiscal year (FY) for
subrecipients who have received a grant previously.

In addition to the on-site monitoring performed by the project managers, the TRF compliance

monitor conducts a desk review for a 10% risk-based selection of traffic safety grants
annually. The objective of the review is to help provide operational consistency, ensure that
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laws and regulations are followed, and that programs and resources are protected from
waste, fraud, and mismanagement.

Summary Results
Audit testing completed resulting in management action plans.

Finding Scope Area Evidence

Testing of 45 RFRs was performed to determine if reimbursed
expenses were allowable per program requirements and
supported with documentation located within the electronic
grants management system at the time of approval. The
. following was identified:
1 | Reimbursement | = ¢ 314K of $2.6M (12%) reimbursed expenditures did not
Review . )
have sufficient documentation to fully support
reimbursement.
o $2K of $2.6M (<1%) reimbursed expenditures were
approved for payment without verification or
documentation to support expenses were allowable.

Audit testing completed not resulting in management action plans.

Scope Area Evidence

A review of 45 RFRs was performed to verify that approvals
were performed per the TRF delegation of signature and
Reimbursement Review approval authority and all RFRs reviewed were approved by
applicable project managers per the TRF delegation of
signature and approval authority.

A review of the on-going monitoring performed by TRF project
managers for 15 traffic safety grants selected from FY 2018
was performed and identified monitoring efforts that included
grant delivery meetings, on-site visits, and verification of
corrective action plan completion.

On-Going Monitoring An evaluation of the results from TRF’s annual compliance

monitoring review for 51 traffic safety grants performed in FY
2016 - 2018 was performed and found reviews were
completed and included evaluation of items outlined within TRF
internal policy (i.e., executed agreement, required meetings
and visits conducted, completion of performance reports, etc.)
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Audit Scope and Methodology
The audit was conducted during the period from September 10, 2018 to December 7, 2018,
and the scope and methodology are as follows:

Scope Area 1: Reimbursement Review - evaluation of the traffic safety grant reimbursement
review process to determine if process safeguards against unallowable expenses and
unsupported reimbursements.

Methodology included:

e Judgmentally selected a sample of three RFRs each for 15 traffic safety grants selected
based on RFR amount and submission timing for $2.6M in reimbursed expenditures
between October 2017 and July 2018.

e Reviewed traffic safety grant proposals, agreements, RFRs, and the respective
supporting documentation, as well as, approval history within the electronic grants
management system.

e Evaluated selected RFRs to ensure:

0 reimbursed expenses were allowable per program guidance.

o sufficient support was retained within the electronic grants management system
to fully support reimbursements.

0 reimbursed expenses were incurred after the grant agreements were executed.

o RFR approvals were performed per the TRF delegation of sighature and approval
authority.

Scope Area 2: On-Going Monitoring - evaluation of on-going monitoring processes for traffic
safety grants.

Methodology included:

e Reviewed documentation retained within the electronic grants management system,
such as comments, attachments, and on-site monitoring forms, for selected grants to
evaluate on-going monitoring efforts performed by TRF project managers, including
performance of on-site monitoring per TRF policy.

e Reviewed results of annual compliance monitoring selections for FY 2016 - 2018 to
evaluate the impact of the annual review process on TRF project manager operational
consistency and grant subrecipient compliance with laws and regulations.

Methodology included within both Scope 1 and Scope 2:

e Reviewed federal and state regulations, and TxDOT policies and procedures, including
Code of Federal Regulations, Texas Transportation Code, Texas Government Code, Texas
Administrative Code and Traffic Safety Program Manual.

e Reviewed TRF Delegation of Signature Authority and Approval Authority Memo

e Interviewed TRF - Behavioral Traffic Safety Section employees to include Section
Director, Branch Supervisor, Lead Worker, Program Managers, Traffic Safety Specialists,
and Compliance Monitor.

e Selected a judgmental sample of 15 traffic safety grants from FY 2018 based on overall
grant category (i.e., General and STEP), grant award amounts, assigned project
managers, grant subrecipient, and inclusion/non-inclusion within the annual compliance
monitor review.
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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 Grants - Traffic Safety
Monitoring audit which was conducted as part of the FY 2019 Audit Plan.

TRF oversees the Texas Traffic Safety Program which awarded $49.1M in FY 2018 for traffic
safety related grants. The mission of the program is to identify traffic safety problem areas
and implement programs, through grants, to reduce the number and severity of vehicular
crashes throughout the state. Traffic Safety Program grants are funded with a combination
of federal, state, and local cost sharing with federal funds primarily administered and
distributed by the National Highway Traffic Safety Administration (NHTSA).

TRF project managers monitor and evaluate subrecipient performance through on-site visits,
telephone contact, and monthly review of performance reports and RFRs. After approval of
an RFR by the appropriate project manager, reimbursement requests are electronically
forwarded to the Financial Management Division for payment to the subrecipient. Annually,
a secondary review of a selected sample of grants is performed by a TRF compliance
monitor to ensure operational consistency within TRF and subrecipient compliance with laws
and regulations.

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.
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Detailed Findings and Management Action Plans (MAP)

Finding No. 1: Approval and Monitoring of Unsupported or Unallowable Expenses

Condition

Amounts contained within the request for reimbursements (RFR) authorized for payment
were not fully supported by documentation contained within the electronic grants
management system at the time of approval or were approved without substantiation or
documentation to support that expenses were allowed under established grant guidelines.

Effect/Potential Impact

Payment to grant subrecipients for expenditures which have not been fully supported could
result in TxDOT reimbursing unallowable expenses. Subsequently, if unallowable
expenditures were found to be reimbursed to the grant subrecipient, TxDOT would be
required to reimburse the National Highway Traffic Safety Administration (NHTSA) for those
expenses.

Criteria

2 CFR 200: Uniform Guidance outlines standard requirements for the management of
federal grant awards to include the monitoring of subrecipient activities to ensure
compliance.

TxDOT’s Traffic Safety Program Manual states:

o for salary and fringe benefit category expenditures, a summary or recap of salary and
fringe benefit costs by budget line item is sufficient given items are clearly identified and
all extensions and totals verified as correct.

e the subrecipient must submit source documentation (i.e., receipts, invoices) to support
non-salary and fringe benefit category expenditures with each RFR.

e for each RFR, the project manager will verify all entries, extensions, and attachments are
correct, each item is clearly identified, and documentation to substantiate the
expenditures, and summaries of documentation for salary and fringe benefits has been
submitted.

Cause

Traffic Safety Division (TRF) project managers did not verify that all documentation and
explanations (i.e., notes from project manager or subrecipient) to support expenditures
within the RFR was accurate and/or retained within the electronic grants management
system prior to approval for those grants noted below. The Traffic Safety Program Manual
does not provide a detailed explanation of documentation required to be verified for all
expenditure categories prior to approval and/or contains references to outdated
information. Timing of the annual compliance monitoring review process does not allow for
early detection and correction of unsupported and/or unallowable expenses identified,
review of more than a 10% sample of grants, or provide sufficient time to review reimbursed
expenditures for the selected grants by one compliance monitor.
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Evidence

Testing of 45 RFRs, totaling $2.6M, for 15 traffic safety grants from fiscal year 2018 was

performed. This testing validated documentation and comments located within the

electronic grants management system at the time of approval sufficiently supported
amounts authorized for reimbursement and verified expenditures were allowed for payment
per grant guidelines. The following was noted:

o $314K of $2.6M (12%) reimbursed expenditures tested, within 40 RFRs, were approved
for payment without sufficient documentation to fully support amounts reimbursed.

0 $144K of the expenditures not fully supported were within grants included as
part of the annual compliance review performed by the Traffic Safety Division.

e $2K of $2.6M (<1%) reimbursed expenditures tested, within 12 RFRs, were approved for
payment without verification or documentation to support that were allowed per grant
guidelines.

0 $1.5K of the expenditures not properly verified or supported were within grants
included as part of the annual compliance review performed by the Traffic Safety
Division.

Management Action Plan (MAP):

MAP Owner:
Terry Pence, Behavioral Traffic Safety Section Director, Traffic Safety Division

MAP 1.1: The Traffic Safety Division (TRF) will conduct training for all TRF Behavioral Traffic
Safety Section project managers regarding detailed documentation that should be uploaded
by the subrecipient within the electronic grants management system and verified by the
project manager prior to approval of requests for reimbursement.

Completion Date: March 15, 2019

MAP 1.2: The Traffic Safety Division will modify the electronic grants management system to
include a field to capture a brief position description for all positions working on the grant.
This field will be required to be completed beginning with the fiscal year 2020 traffic safety
grants.

Completion Date: Action Completed

MAP 1.3: The Traffic Safety Division (TRF) will review detailed results for the unsupported
and unallowable costs identified in the audit to identify information needed to fully support
expenditures reimbursed. TRF will communicate information identified to the applicable
subrecipients and have subrecipients upload missing documentation and/or additional
details needed within the electronic grants management system to fully support
expenditures reimbursed. After review of uploaded documentation and/or additional details
TRF will determine which costs are unallowable and request reimbursement from applicable
subrecipient(s).

Completion Date: April 15, 2019
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MAP 1.4: The Traffic Safety Division (TRF) will evaluate each expense category to identify
documentation and/or information required to be documented within the electronic grants
management system and verified by TRF Behavioral Traffic Safety Section project managers
prior to approval of request for reimbursement. The Traffic Safety Policy Manual will be
updated to include requirements established and communicated to the project managers.

Completion Date: July 15, 2019

MAP 1.5: The Traffic Safety Division (TRF) will review the current Desk Review Compliance
Monitoring procedures to determine changes needed in order to start the review process
earlier in the year. The Traffic Safety Policy Manual will be updated to include changes in the
Desk Review Compliance Monitoring procedures.

Completion Date: July 15, 2019
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Summary Results Based on Enterprise Risk Management Framework

Audit Results Dashboard
Grants - Traffic Safety Monitoring

Scope Areas Evaluated

Business Objectives (Reporting, Operational, Compliance)

ERM Component

Control
Environment

Control Activities

Organizational Tone

0.cC o0.cC

Reimbursement Review On-Going Monitoring

Business Objective/Goal-Setting

Resource Capacity

Forecasting/Budget

Training and Development

Risk it

Risk Identification/Planning

Risk Assessment/Iimpact 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 &
Communication

Information Classification

Information Input

Information Processing

Information Output

Internal and External Reporting

Monitoring

Exception Reporting Review

Reconciliations

Root-Cause Analysis

Evaluations/Inspections

Management Action Plans

Scope Area Assessment

Rating Assessment Grid

. Needs _
Exemplary Satisfactory Unsatisfactory

Closing Comments
The results of this audit were discussed with the TRF Director on February 1, 2019. The
Internal Audit Division appreciates the cooperation and assistance received from the TRF -
Behavioral Traffic Safety Section personnel during this audit.
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