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Financial Risk Assessment Background

Background
Risk assessment is the identification, analysis, and measuring of relevant risk(s) that may impede or impair an organization’s ability to achieve contracted goals and objectives. 
This report provides the results of the financial and procurement risk assessment evaluation of the Boards Workforce, Child Care and Specialty contractors. 
 
This risk assessment of the Board subcontractors was conducted pursuant to the Texas Workforce Commission’s Agency Monitoring Activities, rule §802.83, Risk Assessment below.
[bookmark: _Toc285201352]§802.83.  Risk Assessment.
(a)  Boards and workforce service providers shall include the use of a risk assessment tool in their monitoring functions. 
(b)  The risk assessment tool shall identify high-risk workforce service providers and high areas of risk within an individual workforce service provider's operation.  The entity responsible for including the risk assessment tool in their monitoring functions shall be responsible for determining what constitutes high risk or an area of high risk. 
(c)  Boards and workforce service providers shall establish monitoring schedules and monitoring programs that best use monitoring resources.  Boards and workforce service providers shall quantify, as much as possible, and document areas of risk identified for assessment.
The provisions of this §802.83 adopted to be effective February 7, 2011, as published in the Texas Register, February 4, 2011, 36 Texas Register 604.

Additionally, the Texas Workforce Commission (TWC) has promulgated a number of rules that have impacted the conduct of this year’s risk assessment analysis. These rules adopted under the Texas Labor Code include the following: 
[bookmark: _Toc483989785][bookmark: _Toc72547984]§802.20.  Definitions
[bookmark: _Toc72547995]§802.21. Board Contracting Guidelines
   (a) Fiscal Integrity Provisions  
   (b) Bonding, Insurance, and Other Methods of Securing Funds to Cover Losses
   (c) Standards of Conduct
   (d) Disclosures
[bookmark: _Toc72547978]§802.41.  Board Member Conflicts of Interest
[bookmark: _Toc72547991]§802.64. Fiscal Monitoring Activities
§802.83. Risk Assessment.


Certain applicable aspects of a TWC risk assessment model have been utilized in the conduct of the Boards risk assessment evaluation.
In consideration of the TWC model the following definitions shall apply:

Risk Category
The Risk Category provides the topical area for which the risk is being measured. The risk category evaluates a number of directly and indirectly relevant and related category items.

Maximum Risk Score for Category
The Maximum Risk Score Identifies the highest possible risk scores for the reflected category.  

Entity Category Score 
The number depicted for each risk category represents the subjective score determination of the entity being reviewed. This score measures the risk possibility of potential issues within the topical area and is used to determine the financial monitoring review scope. 

Risk Rank for Category
The risk ranking categories are alpha designated and color coded.  In addition to the color-coded risk rankings, the Board also assigns numeric score ranges for each of the risk categories.  The contractor in the risk assessment population was evaluated with the final categorical risk designation depicted with a color-coded alpha designation and a numeric score using the parameters reflected in the diagram.  The cumulative scores utilized to determine the contractor’s overall score in the conduct of this risk assessment evaluation, are reflected in the diagram below.

	Max Score
	3,741.00
	

	RANGE
	LOW
	HIGH

	HIGH
	3,325.33
	3,741.00

	HM
	2,909.67
	3,325.33

	HL
	2,494.00
	2,909.67

	MH
	2,078.33
	2,494.00

	MM
	1,662.67
	2,078.33

	ML
	1,247.00
	1,662.67

	LH
	831.33
	1,247.00

	LM
	415.67
	831.33

	L
	-
	415.67



Range Designations
High: The Occurrence of risk at this level could impact the accuracy of fiscal information and potential noncompliance with federal and state rules and regulations. Strong evidence exists to suggest that controls may not be in place or may not be effective. An element within a category with a high designation will be included in the scope of the fiscal monitoring review.
Medium: The Occurrence of risk at this level could impact the accuracy of fiscal information. Evidence, (not as strong as that in the High designation) exists to suggest that controls may not be in place or may not be effective. An element within a category with a medium designation will be included in the scope of the fiscal monitoring review. However, the sample size may be less than that of the high designation.

Low: The Occurrence of risk at this level could minimally impact the accuracy of fiscal information. There are indications that suggest that current controls maybe weak and/or need minor improvements to alleviate the possibility of future issues.  An element within a category with a low designation may not be included in the scope of the fiscal monitoring review. Depending on the item it may be treated as a briefing item during the financial monitoring review.

Population 
This financial risk assessment evaluated the contractors of Workforce Solutions North Texas identified in on the demographic’s page of this report. 



























Review Population and Documents Reviewed

Reflected following are the documents, itemized by entity, evaluated in the conduct of this financial risk assessment evaluation. The evaluation was conducted on the behalf of Workforce Solutions North Texas (the Board) as required by the TWC requirements at its rule §802.21.

A. Arbor E&T, LLC dba Equus Workforce Solutions (EWS)
1. Questionnaire: Diaz, Smith and Associates’ Fiscal Integrity and Financial Risk Assessment Questionnaire (FIRA) completed by the EWS Project Director and dated (unsigned) July 7, 2022. The completed questionnaire indicates:
· Their contract for the October 1, 2021 through September 30, 2022 year will be approximately $2,200,000 and cost reimbursement without funds advanced.
· EWS has incurred $929.61 in questioned costs during the preceding five-year period per the prior year FIRA response.
· EWS states the following regarding the TWC 10% fiscal integrity requirement: “N/A – Cost reimbursable contract and Equus does not drawn down Federal funds nor requires advances from the Board”
· The EWS FIRA indicates an anticipated indirect cost budget in the amount of $178,977.  

2. Current Contract: EWS provided the following: 
· Contract No. 2021-005 WFC; Period: 10/1/21 – 9/30/22; Contract Amount: $2,000,000.00
· Contract No. 2021-005 WFC, Amend 2022-1; Date: 1/19/22; Amount: $2,599,925.04
· Contract No. 2021-005 WFC, Amend 2022-2; Date: 3/11/22; Amount: $2,679,925.04
· Contract No. 2021-005 WFC, Amend 2022-3; Date: 3/25/22; Amount: $2,735,519.22
· Contract No. 2021-005 WFC, Amend 2022-4; Date: 5/27/22; Amount: $2,735,519.22
· Contract No. 2021-005 WFC, Amend 2022-5; Date: 6/13/22; Amount: $2,806,488.22

3. Audit Reports: EWS provided the following audit reports/documents: 
· FY2020 Final Indirect Cost Rates Schedule, Independent Auditor’s Report for the Fiscal Year Ended December 31, 2020; Audited By: ML Weekes & Company, PC; Date: 7/12/21
· Information and Report of Independent Auditors on the Schedule of Expenditures of Federal Awards, For the Fiscal Year Ended December 31, 2020; Audited By: ML Weekes & Company, PC; Date:7/12/21
· FY2021 Provisional Indirect Cost Rates Schedule, Independent Accountant’s Report for the Fiscal Year Ended December 31, 2021; Audited By: ML Weekes & Company, PC; Date: 7/12/21



4. Organization Chart:  The EWS North Texas Organizational Chart dated June 23, 2022.

5. Cost Allocation Plan:  The “Equus Workforce Solutions Cost Allocation Plan for Contracts with the North Texas Workforce Development Board” for the period October 1, 2021 through September 30, 2022. The plan was signed by the Director of Revenue Cycle on November 19, 2021. Additionally, EWS provided the following:
· Final Indirect Cost Rates, For the Year Ended December 31, 2020
· Provisional Indirect Cost Rates, For the Fiscal Year Ending December 31, 2021
· Letter of Indirect Cost Rate percentage; Date: July 15, 2021
· FY2021 Provisional Indirect Cost Rates Schedule, Independent Accountant’s Report for the Fiscal Year Ended December 31, 2021; Audited By: ML Weekes & Company, PC; Date: July 12, 2021

6. Monitoring Reports: The following monitoring reports were provided by EWS: 
· [bookmark: _Hlk83869046]Choices Monitoring (21 Monitoring Reviews for 2020 – 2021)
· -PII Review; Review Period: 5/13/21 – 6/8/21
· -Procurement Monitoring (16 Monitoring Reviews for 2020 – 2021)
· -SNAP Monitoring (6 Monitoring Reviews for 2020 – 2021)
· -Support Services Monitoring (17 Monitoring Reviews for 2020 – 2021)
· -WIOA Monitoring (43 Monitoring Reviews for 2020 – 2021)
External
· -Richard Rogers, Board Monitor; Choices Program Monitoring Final Report – North Texas; Date: February 7, 2022
· -Richard Rogers, Board Monitor; SNAP Program Monitoring Report – North Texas; Date: February 7, 2022
· -Richard Rogers, Board Monitor; WIOA Program Monitoring Final Report – North Texas; Date: February 7, 2022
· -Texas Workforce Commission; Date: 3/4/21; Audit Resolutions Report
· -Texas Workforce Commission; Date: 1/29/21; Letter on Monitoring of North Texas Board’s Equal Opportunity Compliance
· -Richard Rogers, Board Monitor; 2020 Alternate Funded Program Monitoring Report - North Texas; Date: December 5, 2020

7. Cash Management: EWS did not provide the requested cash management information. 

8. Escrow Accounts: EWS states the following regarding the TWC 10% fiscal integrity requirement: “N/A – Cost reimbursable contract and Equus does not drawn down Federal funds nor requires advances from the Board”

9. Policies and Procedures: EWS provided the following policies and procedures:
· Procurement Policy and Procedure; Effective Date: 5/10/16; Revised Date: 4/1/19





10. Insurance: The EWS Certificate of Liability Insurance reflecting the following coverages for the period July 1, 2021 through July 31, 2022.  

	Type of Insurance
	Limits

	Commercial General Liability
	each occurrence
	4,000,000.00

	Damage to rented premises
	each occurrence
	4,000,000.00

	Medical Expenses
	any one person
	10,000.00

	
	Personal and ADV injury
	4,000,000.00

	
	general aggregate
	6,000,000.00

	
	Products
	4,000,000.00

	Automobile Liability
	Combined single limit each accident
	2,000,000.00

	
	
	

	
	
	

	Workers Compensation
	Each accident
	2,000,000.00

	
	Disease each employee
	2,000,000.00

	
	Disease policy limit
	2,000,000.00



11. Conflict of Interest:  EWS provided the following:
· The EWS response to item 62 in the FIRA questionnaire states that EWS requires its Board members and personnel to sign a (non) conflict of interest attestation. 

· EWS indicates that its personnel are not required to disclose gifts greater than $50, given to a Board member or Board employee. 

12. Adverse Judgements:  EWS indicated it did not have any adverse judgements or findings during the last twelve months that would impede their ability to perform the services pursuant to a contract with the Board.
















B. [bookmark: _Hlk87177086]Rolling Plains Management Corporation, (RPMC) 
1. Contract: The following contracts were provided:
· Contract No. CC/FCA/PY2022; Contract Period: 10/1/21 to 10/31/22; 
· Contract No. CC/FCA/PY2022-02; Contract Period: 10/1/21 to 10/31/22; Dated: 5/13/22; 

2. Organization Charts: 
· The Rolling Plains Management Corporation Organization dated June 1, 2020.
· The Rolling Plains Management Corporation Organization Chart (Child Care Assistance) dated June 1, 2020.

3. Fiscal Integrity Questionnaire: Diaz, Smith and Associates’ Fiscal Integrity and Financial Risk Assessment Questionnaire (FIRA) for the period October 1, 2022 through September 30, 2023 completed by the RPMC Financial Director and dated September 10, 2021. The questionnaire responses indicate the following:
· RPMC’s contract with the Board will be cost reimbursement without advances of approximately $6,930,000.
· RPMC indicates it has incurred $37.47 in disallowed costs in the preceding five years

4. Audit: RPMC provided the following: 
· Rolling Plains Management Corporation of Baylor, Cottle, Foard, Hardeman and Wilbarger Counties Financial Statements and Independent Auditor’s Report, For the Year Ended November 30, 2020; Audited By: MWH Group, Certified Public Accountants Consultants; Dated: July 27, 2021
· -Management Letter; Dated: July 27, 2021

5. Cash Management:  RPMC provided its May 2022 bank statements and reconciliations for the following accounts:  
· Operating Account
· Payroll Account 
· RPMC 1 
· Sweep Account

6. Fiscal Integrity 10% Requirement: In response to applicable questions in the FIRA questionnaire RPMC states it will use Directors and Officers insurance coverage of $2,000,000 to satisfy the TWC 10% fiscal integrity requirement.  












7. Monitoring Reports and Workpapers: The following monitoring reports were considered in the conduct of this fiscal integrity evaluation:
· DSA financial monitoring review report and associated workers for the year ending September 30, 2022
· Texas Department of Transportation; Financial Monitoring Reports (4 reports for FYE 2022)
· Texas Veterans Commission; Letter Date: 3/14/2022; **Findings Indicated**
· Texas Veterans Commission; Letter Date: 5/6/2022; **Findings Resolved**
· Texas Workforce Commission; Dated: 1/29/21; Letter on North Texas Board’s equal opportunity compliance monitoring review
· -Richard Rogers, Board Monitor; Child Care Services Final Report; Date: 11/12/20
· -Administrative for Children and Families; Date: 6/4/20; Program Performance Summary Report
· -Texas Department of Transportation; Financial Monitoring Reports (14 reports for 2020 – 2021)
· -Workforce Solutions North Texas; Review Date: 1/21/20 – 2/20/20; Monitoring of Disbursements, Procurement and Bank Reconciliations
· -Texas Department of Housing and Community Affairs; Date: 3/9/21

8. Cost Allocation: RPMC provided its Cost Allocation Plan for the for the fiscal year 2022. The plan was executed on December 1, 2021.

9. IRS Form 990:  RPMC provided its IRS form 990 and supporting schedules for the 2019, and 2018 years.

10. Insurance: The RPMC provided its Certificate of Liability Insurance for the period March 17, 2022 through March 17, 2023 reflecting the following coverages.

	Type of Insurance
	Limits

	Commercial General Liability
	each occurrence
	1,000,000.00

	Damage to rented premises
	each occurrence
	100,000.00

	Medical Expenses
	any one person
	5,000.00

	
	Personal and ADV injury
	1,000,000.00

	
	general aggregate
	3,000,000.00

	
	Products
	3,000,000.00

	Automobile Liability
	Combined single limit each accident
	1,000,000.00

	
	
	

	
	
	

	Workers Compensation
	Each accident
	1,000,000.00

	
	Disease each employee
	1,000,000.00

	
	Disease policy limit
	1,000,000.00





11. Policies and Procedures:  The following procedures were considered in the conduct of this fiscal integrity evaluation:
· Financial Procedures Manual (12/3/19)
· Personnel Policies; Amended: 9/22/20
 
12. Adverse Judgments:  RPMC indicated it did not have any adverse judgements or findings during the last twelve months that would impede their ability to perform the services pursuant to a contract with the Board.

























Because of inherent limitations in any system of internal accounting and administrative controls used in administering federal financial assistance programs, errors or irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the systems to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the degree of compliance with the procedures may deteriorate.

[bookmark: _Hlk42070643]Financial Risk Assessment Determinations

Our evaluation of the documents and completed questionnaires submitted by the contractors in the review population determined overall and categorical risk rankings as reflected in the following diagrams. 

Arbor E&T, LLC dba Equus Workforce Solutions (EWS)

OVERALL 
	Risk Category
	Maximum Risk Score 
	Entity Score
	Risk Rank
	Number of Risk Elements
	Number of high-risk elements
	Number of medium risk elements
	Number of low-risk elements

	Overall
	             3,741.00 
	             823.00 
	LM
	129
	16
	33
	80



CATEGORICAL 
	Risk Category
	Maximum Risk Score for Category
	Entity Category Score
	Risk Rank for Category
	Number of Risk Elements in Category
	Number of high-risk elements
	Number of medium risk elements
	Number of low-risk elements

	Fiscal Controls and General Risk Items
	638
	124
	LM
	22
	0
	7
	15

	Cash Management
	783
	185
	LH
	27
	8
	2
	17

	Cost Allocation
	464
	186
	ML
	16
	1
	11
	4

	Procurement, Budgeting, Reporting
	696
	156
	LH
	24
	4
	5
	15

	Audit and Monitoring
	464
	65
	LM
	16
	0
	5
	11

	Tax Return and Conflict of Interest
	377
	39
	L
	13
	0
	3
	10

	Financial Reporting, Obligations, Provider Payments, Support Services, ITA'S
	319
	68
	LM
	11
	3
	0
	8





[bookmark: _Hlk42070660]Rolling Plains Management Corporation, (RPMC) 

OVERALL 
	Risk Category
	Maximum Risk Score 
	Entity Score
	Risk Rank
	Number of Risk Elements
	Number of high-risk elements
	Number of medium risk elements
	Number of low-risk elements

	Overall
	           3,741.00 
	            904.00 
	LH
	129
	6
	44
	79



CATEGORICAL 
	Risk Category
	Maximum Risk Score for Category
	Entity Category Score
	Risk Rank for Category
	Number of Risk Elements in Category
	Number of high-risk elements
	Number of medium risk elements
	Number of low-risk elements

	Fiscal Controls and General Risk Items
	638
	102
	LM
	22
	0
	5
	17

	Cash Management
	783
	124
	LM
	27
	1
	5
	21

	Cost Allocation
	464
	213
	MM
	16
	0
	13
	3

	Procurement, Budgeting, Reporting
	696
	224
	LH
	24
	5
	8
	11

	Audit and Monitoring
	464
	79
	LM
	16
	0
	2
	14

	Tax Return and Conflict of Interest
	377
	68
	LM
	13
	0
	3
	10

	Financial Reporting, Obligations, Provider Payments, Support Services, ITA'S
	319
	94
	LM
	11
	0
	8
	3
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