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Objective and Scope

To determine whether Golden Crescent Regional Planning Commission (GCRPC) contracts with
subcontractors comply with applicable grant agreements and payments are made timely.

The scope of this audit included the current operations, subcontractor contracts, contract monitoring,
and subcontractor payments at GCRPC during fiscal year 2024 and the first half of fiscal year 2025.

Overall Conclusion

GCRPC has implemented adequate controls to ensure contracts comply with applicable grant
agreements and subcontractor payments are made timely. However, controls implemented by GCRPC
related to reviewing subcontractor invoices were not effective, resulting in questioned costs of
$1,971.21. In addition, GCRPC has not implemented processes to ensure subcontractors consistently
submit necessary information in accordance with their contracts.

GCRPC’s management responses to findings are included in Appendix II of the report.

Background

GCRPC is in Victoria, Texas and has approximately 82 employees, half of which work in GCRPC’s
Transit Department. GCRPC and its subcontractors provide transportation services for both urban and
rural areas around Victoria. The rural transit services are funded through two Federal Transit
Administration (FTA) grant programs. The Rural Public Transportation program (Section 5311) is a
demand response program that requires customers to make a reservation 24 hours in advance. The
Enhanced Mobility of Seniors and Individuals with Disabilities program (Section 5310) is voucher-
based and requires individuals to schedule a time to be picked up. GCRPC contracts with entities in the
following counties to provide these services: Calhoun, Goliad, Gonzales, Jackson, Lavaca, and
Matagorda.

TxDOT distributes funds to GCRPC on a reimbursement basis as pass through funds from TxDOT'’s
Public Transportation Division (PTN). In fiscal year 2024 and the first half of fiscal year 2025, GCRPC
received $2,958,498 in Section 5311 funds and $178,538 in Section 5310 funds.

Results

GCRPC uses subcontractors to provide rural transportation services. The contracts and interlocal
agreements GCRPC executed with these subcontractors contained all applicable Federal provisions
required by 2 Code of Federal Regulations (CFR) 200, Appendix II. GCRPC has an Internal Ethics and
Compliance Program that complies with 43 Texas Administrative Code, Part 1, Chapter 10, Subchapter
B, Rule 10.51. While GCRPC reviewed and approved subcontractor requests for reimbursement (RFR)
and performed some monitoring activities, control weaknesses were identified in these areas.
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Expenditures

According to 2 CFR 200.403, costs must be necessary and reasonable for the performance of the
Federal award and must be incurred during the approved budget period. Three of the thirty-one RFRs
tested contained unallowable costs. Two RFRs included advertising expenses for commemorative coins,
ceramic mugs, and a trunk or treat celebration. One RFR included a telephone services expense that
was outside of the project period. These unallowable costs total $1,971.21.

Subcontractors submit RFRs to GCRPC monthly for payment. Reimbursement methodologies differ
between programs, and between contracts and interlocal agreements. Reimbursements through
contracts are either 1) based on set fares with differing amounts for travel within the city or the
county and whether travel occurs during the week or on weekends, or 2) based on a set rate per
revenue vehicle mile minus any fares collected. Interlocal agreements reimburse subcontractors for all
eligible expenses.

All RFRs tested were supported, reviewed, and approved for payment in accordance with 2 CFR
200.400 and GCRPC procedures. However, the review process was not effective in identifying
unallowable costs. GCRPC complied with the Prompt Payment Act! by ensuring subcontractor
payments were made within 30 days of invoice receipt.

Recommendation: GCRPC must:

e Repay TxDOT for unallowable costs in the amount of $1,971.21.
e Strengthen its RFR review process to ensure all costs reimbursed to subcontractors are
allowable.

Subcontractor Monitoring

GCRPC did not comply with the requirement in executed agreements to ensure subcontractors
consistently submit information regarding vehicle maintenance, customer complaints, and revenues
and expenses. Master grant agreements and contracts between GCRPC and its subcontractors describe
requirements related to operator training, physical requirements, and drug testing as well as certain
information that must be submitted monthly to GCRPC. Five of the six subcontractors tested did not
regularly submit vehicle maintenance documentation. The documentation provided to GCRPC was
inconsistent and ranged from a history of maintenance activities per vehicle to individual invoices for
maintenance services. While none of the subcontractors tested submitted information on customer
complaints monthly, GCRPC verified the subcontractors didnt receive any complaints during the audit
period. Revenue and expense information was generally submitted monthly; however, four of the six
subcontractors tested did not consistently provide complete information to GCRPC. By not ensuring
subcontractors submit contractually required information monthly, GCRPC cannot effectively monitor
subcontractor program related activities and performance.

1 The Texas Prompt Payment Act is codified in Texas Government Code Chapter 2251.

Audit of Public Transportation Division Subrecipients June 2025 | 3



GCRPC performed semi-annual site visits for each subcontractor during the audited period. The first
site visit is announced, while the second is unannounced. GCRPC provided written reports to each
contractor detailing any concerns identified regarding operator safety training, safety files, background
checks, drug and alcohol screenings, as well as federal requirements related to Health Insurance
Portability and Accountability Act (HIPAA), Equal Employment Opportunity (EEO), and Civil Rights Title
VI. During the second visit, GCRPC followed-up on any issues identified during the first visit. GCRPC
also uses cameras on the inside and outside of the vehicles to monitor the operators' performance
while operating the vehicle.

GCRPC does not have documented procedures for monitoring subcontractors and requiring them to
submit contractually required information monthly. Without a written process for monitoring activities,
GCRPC may not appropriately perform subcontractor monitoring activities. Section 10.02 of the
Government Accountability Office’s Standards for Internal Control in the Federal Government states
management designs control activities to achieve an effective internal control system. Control
activities are the policies and procedures that enforce management'’s directives to achieve the entity’s
objectives and address related risks.

Recommendation: GCRPC must:

e Ensure its subcontractors submit contractually required information monthly.
e Develop and implement procedures for subcontractor monitoring activities.
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Appendix I

Project Information

This project was conducted for PTN, TxDOT Administration, and the Chief Audit and Compliance
Officer. The audit was completed in fiscal year 2025 and performed by Michael Boehme (Audit Lead),
Fran Niclas, and Judit Alphonse. Engagement fieldwork was conducted from February to May 2025.

This audit was conducted in accordance with Generally Accepted Government Auditing Standards and
in conformance with the Institute of Internal Auditors Global Internal Audit Standards. 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 a sample of expenditures 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
GCRPC expenditures. We believe the evidence obtained provides a reasonable basis for our findings
and conclusions on our audit objectives.

Methodology

e Interviewed TxDOT PTN personnel.

e Analyzed payments made to Rural Transit Districts.

e Interviewed key GCRPC personnel.

e Reviewed GCRPC Financial Policies and Procedures Manual.

¢ Tested GCRPC subcontractor’s expenditures for sufficient documentation, allowability,
approvals, review, authorization, and timely payment.

e Tested GCRPC contracts for compliance with applicable Federal provisions.

e Tested GCRPC subcontractor monitoring activities for compliance with contracts and master
grant agreements.

e Assessed the internal controls related to contract development, contractor monitoring, and
RFR review.

Criteria

e 2 Code of Federal Regulations (CFR) Part 200 - Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards

e Texas Government Code 2251.021 (Prompt Payment Act)

e 43 TAC Part 1, Chapter 10, Subchapter B, Rule 10.51

e Contractor Master Grant Agreements, Contracts, and Interlocal Agreements

e GCRPC Financial Policies and Procedures Manual
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Appendix II

GCRPC

FY 2025 EXECUTIVE COMMITTEE

President
Alice Jo Summers
Mayor, City of Hallettsvilie

1* Vice-President
Clinton Tegeler
Mayor, Gity of Ganado

2" Vice-President
Robin Alaniz
Alderwoman, City of Goliad

3™ Vice-President
Chris Jackson
Councilman, Clty of Edna

Secretary-Treasurer
Josephine E. Soliz

Directors-at-Large
Jullo Espinosa
Municipal judge, Edna

Raymond 8. Perez
Municipal judge, Port Lavaca

Executive Director
Michael Ada

Serving Calhoun, DeWitt, Goliad, Gonzales, Jackson, Lavaca, and Victoria counties

GOLDEN CRESCENT REGIONAL PLANNING COMMISSION
Golden Crescent Economic Development District

1908 N. Laurent, Suite 600A Victoria, Texas 77901 @

361.578.1587 = 361.578.8865 &

info@gcrpe.org

Texas Department of Transportation (TxDOT)
Compliance Division

External Audit and Advisory Services Section
Attn: Naima Hafeez, Section Director

125 E. 11%h Street

Austin, TX 78701

June 20, 2025

Re: Response to External Audit Report, Audit of Public Transportation Division
Subrecipient - Golden Crescent Regional Planning Commission.

This document serves as the Golden Crescent Regional Planning Commission's
(GCRPC) formal response to the draft External Audit Report received on june
11, 2025. Each of the four recommendations made by the TxDOT Audit team
are addressed below in the requested format.

GCRPC acknowledges all the deficiencies identified by the TxDOT Compliance
Division team and shall implement the following Management Action Plan
(MAP) to remedy each deficiency and prevent/mitigate the same issues from
occurring in the future.

Expenditures MAP
Issue #1. Repay TxDOT for unallowable costs in the amount of $1,971.21.

Project Oversight: Lindsey Mikulenka, Finance Director

1. Ensure all appropriate grants are open in the IGX system to inititate
refunds. [Kathrine Hill-Briones, TxDOT PT(]
a. Completed on 6/17/2025
2. Officially communicate need for repayment with relevant
subcontractors.
a. Deadline: June 23, 2025.
3. GCRPC invoices relevant subcontractors and inititates refund
payments to TxDOT.
a. Deadline: NLT July 3, 2025.
4, Respond to 1AP in IGX system.
a. Deadline: NLT July 3, 2025.
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GOLDEN CRESCENT REGIONAL PLANNING COMMISSION
Golden Crescent Economic Development District
1908 N. Laurent, Suite 600A Victoria, Texas 77901 b

G C R PC 361.578.1587 . 361.578.8865 &'

info@gcrpc.org

FR review process to ensure all costs reimbursed to subcontractors are allowable,

Project Oversight: Lindsey Mikulenka, Finance Director

1. Subcontractor allowable expense communication (i.e. letter or memo)
a. Deadline: June 27, 2025

2. Develop and finalize subcontractor RFR review process outline.
a. Deadline: July 11, 2025.

3. Embed revised subcontractor RFR review process in GCRPC Financial Management Manual.
a. Deadline: NLT August 1, 2025.

Subcontractor Monitoring MAP
Issue #3. Ensure its subcontractors submit contractually required information monthly.
Project Oversight: Michael Ada, Executive Director

1. Subcontractor reporting requirements reminder communication (i.e. Letter or memo).
a. Deadline: June 27, 2025

Issue #4, Develop and implement procedures for subcontractor monitoring activities.

Project Oversight: Michael Ada, Executive Director

1. Develop and finalize subcontractor monitoring manual.
a. Deadline: NLT July 25, 2025,

2. Implement procedures outlined in subcontractor monitoring manual.
a. Deadline: September 1, 2025,

Michael Ada
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