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Objective and Scope 
To determine whether the Houston-Galveston Area Council (H-GAC) has implemented 
necessary controls to ensure appropriate grant management and to determine whether 
payments to H-GAC are supported by sufficient documentation and are allowable per 
applicable agreements. To perform follow-up work on H-GAC’s implementation of prior audit 
recommendations. 

The scope of this audit included H-GAC current operations, services, procedures, 
subcontracts, and requests for reimbursement submitted to TxDOT from January 2022 to 
December 2022. 

Overall Conclusion 
H-GAC has implemented financial controls to ensure grant funds are managed in 
accordance with applicable funding agreements. However, some processes, procedures and 
internal controls could be strengthened to ensure processes are consistently performed in 
compliance with H-GAC’s internal procedures and contracts with vendors.

H-GAC’s internal control system could be strengthened by performing and documenting sub-
recipient risk assessments, obtaining and performing desk reviews of contractor single audit 
financial reporting packages in a timely manner, and ensuring procedures contain sufficient 
detail to guide processes.

H-GAC’s reimbursement requests submitted to TxDOT complied with Federal requirements, 
were supported by sufficient documentation and were allowable per applicable agreements; 
however, H-GAC did not consistently pay vendors within 30 days of invoice receipt.

H-GAC’s procurement contracts included Federally required provisions, were approved, 
competitively bid, when required, and appropriately advertised. However, H-GAC did not 
obtain TxDOT concurrence for one sole source procurement over $50,000.

In addition, H-GAC has fully implemented four and partially implemented two of six prior 
audit recommendations.  

Background 
The Houston-Galveston Area Council is the regional organization through which local 
governments consider issues and cooperate in solving area wide problems. In September 
1988, the Governor of Texas designated H-GAC to be responsible, together with the State, to 
carry out metropolitan transportation planning and programming. H-GAC serves as the 
Metropolitan Planning Organization (MPO) for the eight-county Houston-Galveston area. H-
GAC’s Transportation Policy Council (TPC) provides policy guidance and overall coordination 
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of the transportation planning activities within the region. The TPC consists of 28 members 
representing cities and counties and transportation agency officials. The TxDOT Houston and 
Beaumont District Engineers are part of the TPC. 

TxDOT distributes funds to H-GAC on a reimbursement basis. H-GAC receives Federal funds 
passed through TxDOT’s Houston District using Advanced Funding Agreements (AFAs). They 
also receive Federal Planning Funds passed through TxDOT’s Transportation Planning & 
Programming Division (TPP) to plan and manage transportation planning projects within the 
MPO boundaries. H-GAC is responsible for developing a Unified Planning Work Program 
(UPWP) to describe how they will use planning funds, a Transportation Improvement Plan, 
and a Metropolitan Transportation Plan. In fiscal year 2022, H-GAC received 
reimbursements of approximately $15.2 million through the Houston District and $9.7 
million through TPP. 

Results 

Internal Audit 
H-GAC’s Internal Audit Department performs various reviews of H-GAC contractors and
subrecipients including pre-award reviews, desk reviews and site visits. Per the Internal
Audit annual report for fiscal year 2022, 14 site visits, 31 desk reviews and 65 pre-award
reviews were performed. Of the reviews performed during fiscal year 2022, four pre-award
reviews and three desk reviews were associated with entities that received grant funds
through TxDOT.

The Internal Audit Department completed reviews and provided required deliverables; 
however, timelines required by internal procedures were not consistently met: 

 For 1 of 2 subrecipients tested, H-GAC did not obtain the single audit financial
reporting package within 9 months of their fiscal year end. It was obtained 12
months after the end of the fiscal year.

 For both subrecipients tested, H-GAC did not complete desk reviews within 90 days
of receipt of the single audit financial reporting package. Desk reviews were
completed 146 and 286 days after receipt of the financial reporting packages.

 For 1 of 2 subrecipient tested, H-GAC did not issue a letter of acceptance to the
subrecipient within 6 months of receipt of the single audit financial reporting
package. The letter of acceptance, which informs the sub-recipient that the desk
review is complete, was issued in 9.5 months.

The Internal Audit Department has increased monitoring activities to include pre-award 
reviews for 100% of potential H-GAC contractors. The increased workload has affected the 
Internal Audit Department’s ability to perform desk reviews of potential contractors in a 
timely manner. By not completing desk reviews timely, H-GAC may not be aware of potential 
issues with subrecipients and contractors. 
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The GAO Green Book states policies and procedures are control activities that enforce 
management’s directives to achieve the entity’s objectives and address related risks. H-
GAC's Internal Audit Department has procedures for internal processes; however, the 
procedures do not contain sufficient detail to serve as an effective control. The Green Book 
also states that periodically reviewing policies and procedures for continued relevance and 
effectiveness in achieving the entity’s objectives is management’s responsibility. H-GAC has 
not updated Internal Audit procedures since 2014. 

When procedures are not current and do not adequately describe how to perform a process, 
they are not an effective control over that process. The two pre-award reviews tested lacked 
consistency in both the documentation used to perform the review, and the documentation 
evaluated during the review.  

Internal Audit procedures refer to a pre-award checklist; however, auditors identified three 
different questionnaire formats used to perform the two pre-award reviews. If H-GAC does 
not use consistent documentation to perform reviews, subrecipients and contractors may 
not be measured against the same standard. 

Recommendation: H-GAC should: 
 Ensure compliance with internal procedures to obtain financial reporting packages from

sub-recipients, perform desk reviews, and issue deliverables in a timely manner.

 Update Internal Audit procedures and documentation to ensure processes are described

in sufficient detail and consistent documentation is used.

Expenditures 
H-GAC receives planning grant funds from TxDOT’s TPP Division, as well as funding through
AFAs with the Houston District. Auditors tested expenditures in two requests for
reimbursement (RFRs) from TPP and eight RFRs from the Houston District. All expenditures
tested were allowable, approved, supported, and complied with federal requirements and
applicable grant agreements.

H-GAC accurately applied their Federally approved indirect cost rate and fringe benefits rate
to their grant expenditures. Costs tested from H-GAC’s indirect cost pool were valid and did
not overlap with direct costs or other central services allocated costs.

H-GAC did not consistently pay vendors in a timely manner. Twelve of the 35 invoices tested
were not paid within 30 days of invoice receipt as required by Texas Government Code.1 H-
GAC paid the 12 invoices between 43 and 112 days after invoice receipt. Not paying

1 Texas Government Code 2251.021(a) states a payment by a governmental entity under a contract is overdue on the 31st 

day after the date the governmental entity receives an invoice for the goods or service. 
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invoices timely could negatively impact the services provided by affected vendors. The 12 
invoices were paid after receiving reimbursement from TxDOT.  

Recommendation: H-GAC should ensure vendor invoices are paid within 30 days of receipt. 

Contracts and Procurement  
H-GAC executed contracts with vendors to conduct four programs funded through AFAs with 
TxDOT’s Houston District. The four vendor contracts tested aligned with the associated AFA, 
and any subsequent amendments to those AFAs, regarding project descriptions, 
deliverables, period of performance and budget.

When H-GAC and TxDOT executed AFA amendments, they did so to extend the period of 
performance and adjust project scope and budget. Amendments were reasonable 
considering effects of the pandemic on transportation studies, commuter solutions and 
safety outreach to the public. In addition, H-GAC’s contracts complied with Federal 
requirements to include provisions from Appendix II of 2 Code of Federal Regulations 200. 

H-GAC procured contractors in compliance with Federal and State requirements and 
approved those procurements in accordance with the TxDOT Planning Agreement. However, 
for one sole source procurement, H-GAC did not comply with their internal procurement 
policy to obtain written TxDOT concurrence for sole source procurements over $50,000. 
Testing determined that sole source was an appropriate and reasonable method for 
procurement; however, not obtaining concurrence from TxDOT could result in sole source 
procurements over $50,000 being disallowed.

Recommendation: H-GAC should obtain prior written concurrence from TxDOT for all 
sole source procurements over $50,000 made using grant funds received from 
TxDOT.

Subrecipient Monitoring 
H-GAC complied with 2 Code of Federal Regulations (CFR) 200.332(d)2 requirements to
monitor their subrecipients by performing pre-award reviews, desk reviews and site visits. In
addition, H-GAC contractually requires subrecipients to submit monthly reports detailing
performance information.

For the two subrecipients tested, performance reports did not contain all information 
required by their respective contracts for the Tow and Go program. H-GAC did not ensure 
that subrecipients reported year-to-date totals of qualifying tows for which the subrecipients 

2 2 CFR 200.332(d) states, all pass-through entities must monitor the activities of the subrecipient as necessary to ensure 

that the subaward is used for authorized purposes, in compliance with Federal statutes, regulations, and the terms 

and conditions of the subaward; and that subaward performance goals are achieved. 
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were reimbursed. These subrecipients also did not report the number of complaints they 
received or the number of investigations they conducted, including the incident number from 
the Regional Incident Management System (RIMS). If subrecipients do not submit the 
contractually required information in their performance reports, H-GAC may not be able to 
effectively monitor their performance and ensure the subrecipients are spending grant 
funds appropriately. 

Recommendation: H-GAC should ensure subrecipients submit all contractually required 
performance information in their monthly reporting. 

Prior Audit Recommendations  
TxDOT performed an audit of H-GAC in August 2018 which resulted in six findings and 
corresponding recommendations. TxDOT performed tests to determine whether H-GAC had 
implemented those recommendations. 

Recommendation Status 
Ensure all key project personnel complete required 
Local Government Projects training every three years. 

Fully Implemented 

Ensure costs are submitted for reimbursement within 
required time periods after costs are incurred (90 
days). 

Fully Implemented 

Update contract templates to include accurate 
provisions and develop procedures to ensure periodic 
review. 

Fully Implemented 

Implement a Board approved Internal Control Program. Fully Implemented 
Document subrecipient risk assessment and 
determination of monitoring activities. 

Partially Implemented 

Ensure subrecipient agreements include all required 
Federal award information. 

Partially Implemented 

H-GAC has developed procedures for subrecipient and contractor risk assessment. 
However, H-GAC has not developed a tool to perform those procedures to allow program 
staff to provide documented input to Internal Audit.

H-GAC is not consistently complying with 2 CFR 200 subrecipient agreement requirements. 
While H-GAC included some Federal requirements, three agreements tested did not include 
the Federal Award Identification Number, the Assistance Listings Title, the name of the 
Federal awarding agency, the name and contact information for the pass-through entity, or 
closeout terms and conditions.
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Recommendation: H-GAC should: 
 Develop and implement a tool to assess risk associated with subrecipients and 

contractors and to determine appropriate monitoring activities.
 Ensure subrecipient agreements include all required Federal award information.
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Appendix I 

Project Information 
This audit was conducted for the Houston District, the Transportation Planning & 
Programming Division, TxDOT Administration, and the Chief Audit and Compliance Officer. 
The audit was included in the fiscal year 2023 Compliance division work plan and performed 
by Michael Boehme (Engagement Lead), Tasha Foote, Margarita Vasquez, and Judit 
Alphonse. Engagement fieldwork was conducted from April 2023 to July 2023. 
 
The audit was conducted 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 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 project, expenditure, 
purchase, and contract sample items 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 H-GAC projects, expenditures, purchases, and contracts. We 
believe the evidence obtained provides a reasonable basis for our findings and conclusions 
on our audit objectives. 

Methodology 
 Gained an understanding of H-GAC’s operating and control structure. 

 Interviewed key H-GAC personnel. 

 Reviewed TxDOT Agreements and Amendments. 

 Reviewed H-GAC’s financial, audit, and procurement policies. 

 Reviewed H-GAC’s indirect cost and cost allocation methodology. 

 Reviewed H-GAC’s subrecipient monitoring processes for compliance with applicable 

requirements. 

 Reviewed H-GAC’s project performance for compliance with applicable agreements. 

 Tested H-GAC’s expenditures for sufficient documentation, allowability, approvals, 

and timely payment.  

 Tested H-GAC’s procurements and contracts for compliance with applicable 

requirements. 

Criteria 
 Uniform Grant Guidance - 2 CFR, Part 200 – Uniform Administrative Requirements, 

Cost Principles, and Audit Requirements for Federal Awards 

 Texas Government Code, Section 2251 

 23 CFR 450 – Planning Assistance and Standards 

 23 United States Code 134 – Metropolitan Transportation Planning 
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 Standards for Internal Control in the Federal Government (Green Book) 

 COSO Internal Control — Integrated Framework 

 Funding agreements and amendments between TxDOT and H-GAC 

 Local Government Projects Policy Manual 

 H-GAC Policies and Procedures
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August 17, 2023 
 

Texas Department of Transportation 
Compliance Division 
125 East 11th Street 
Austin, Texas 78701 

 
Via Email To: Michael.Boehme@txdot.gov 

 

RE: Audit of Houston-Galveston Area Council 
 

Dear Mr. Boehme, 
 

The Houston-Galveston Area Council (H-GAC) is in receipt of the draft external audit 
report dated August 2023. We thank you for the opportunity to respond and provide comments to 
your office prior to the release of the report. 

 
Please see below for H-GAC’s formal response to the draft report. Responses are listed in 

order of the report’s recommendations. 
 

Internal Audit: 
Internal Audit written procedures covering subrecipient/contractor monitoring will be 

updated and completed by September 30, 2023. Internal Audit has updated its controls over 
documenting the required deadlines for financial reporting packages and issuing of required 
management decision by H-GAC. Although Internal Audit management believes documentation 
supporting all its pre-awards are adequate, given the nature, scope, dollar amount, and entity 
involved in the proposed contracts; we will use standard questionnaires and forms for all pre- 
awards as we update our internal procedures that will be completed by September 30, 2023. 

 
Expenditures: 

H-GAC will reexamine our internal process on reviewing and processing the vendor 
invoices to be more efficient and to shorten the review time. We will also provide a training at the 
beginning of the contract and as needed to vendors on preparing accurate billings with accurate 
support documents. Additionally, we will be more proactive on communicating with TxDOT on 
the reimbursement status so we can manage the payment in a timely manner. 

 
Contracts and Procurement: 

H-GAC will clarify the internal process with staff to obtain prior written concurrence from 
TxDOT for all sole source procurements over $50,000 made using grant funds received from 
TxDOT. This clarified process will be documented within existing internal operating 
procedures/checklists of the procurement and contracts department. 

 

Street: 3555 Timmons Lane, Suite 120, Houston, TX 77027  Mail: P.O. Box 22777, Houston, Texas 77227-
2777 Phone: (713) 627-3200  Fax: (713) 993-2414  Web: h-gac.com  Social: HouGalvAreaCog 
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Subrecipient Monitoring: 

H-GAC will ensure all performance report are submitted monthly according to the contract. 
We will develop a check list by the fourth quarter for all future reporting. 

 
Prior Audit Recommendations: 

H-GAC will use the contracts management system (i.e., Agiloft) and Internal Audit staff 
will assist the programming staff in developing a tool to determine a risk assessment for each of 
their subrecipients. Programming staff will upload their risk assessment into the contracts 
management system. This new procedure will be implemented by August 31, 2023. 

 
To Fully Implement the prior recommendation, H-GAC has updated the contracts 

management system to require staff to enter the required information when creating a contract 
entry and as a result the agreement will contain the required Federal Award Information in the 
header section of the General Provisions template for all Transportation subrecipient agreements. 
H-GAC will also develop a new provision that will detail the terms and conditions of contract 
closeout. 

 
We look forward to receiving the final audit report and implementing our action plans in a 

timely manner. 
 

Sincerely, 
 

Chuck Wemple (Aug 17, 2023 21:13 CDT) 
 

Chuck Wemple 
Executive Director 

 
 

cc: Parsons.Townsend@txdot.gov 
cc: Cheryl.Durkop@txdot.gov 
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