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 Appendix XVII: Texas 

 
The following summarizes GAO’s work on the third of its bimonthly 
reviews of American Recovery and Reinvestment Act (Recovery Act) 1 
spending in Texas. The full report covering all of our work at 16 states and 
the District of Columbia is available at www.gao.gov/recovery. 

Overview 

Use of Funds: We reviewed three programs in Texas funded under the 
Recovery Act Highway Infrastructure Investment funds, Workforce 
Investment Act (WIA) Youth Program, and Weatherization Assistance 
Program. We selected these programs for different reasons. The Highway 
Infrastructure Investment fund was selected because highway projects 
have been underway in Texas for several months, and provided an 
opportunity to review contracts. The WIA Youth Program was selected 
because Texas received a large increase in funding, the program was in 
full operation, and it provided an opportunity to review contracts. We 
selected the Weatherization Assistance Program because the Recovery Act 
provided a 25-fold increase in Texas’s funding. With these programs we 
focused on how funds were being used; how safeguards were being 
implemented, including those related to procurement of goods and 
services; and how results were being assessed. We reviewed contracting 
procedures and examined two specific contracts under both the Recovery 
Act Highway Infrastructure Investment fund and the WIA Youth Program. 
In addition to these three programs, we also updated funding information 
on the use of Recovery Act funding in Texas’s budget, including the use of 
the U.S. Department of Education (Education) State Fiscal Stabilization 
Fund (SFSF). Consistent with the purposes of the Recovery Act, funds 
from the programs we reviewed are being directed to help Texas and local 
governments stabilize their budgets and to stimulate infrastructure 
development and expand existing programs—thereby providing needed 
services and potential jobs. The following provides highlights of our 
review of these funds: 

• U.S. Department of Education State Fiscal Stabilization Fund. 
Education approved Texas’s application making more than $2 billion 
available for education programs, including public schools and higher 
education. As of September 8, 2009, the state has received 287 
applications from school districts for these funds. 

 

Page TX-1 GAO-09-1017SP 

                                                                                                                                    
1Pub. L. No. 111-5, 123 Stat. 115 (Feb. 17, 2009). 

 Recovery Act 

http://www.gao.gov/recovery


 

Appendix XVII: Texas 

 

 

• Highway Infrastructure Investment Program. The U.S. 
Department of Transportation’s Federal Highway Administration 
(FHWA) apportioned $2.25 billion in Recovery Act funds to Texas. As 
of September 1, 2009, the federal government has obligated $1.19 
billion for 287 projects to Texas and $47 million has been reimbursed 
by the federal government. Seventy-eight percent of highway 
obligations have been for pavement improvements and roadway 
widening. 

 
• Workforce Investment Act (WIA) Youth Program. The Texas 

Workforce Commission has allocated approximately $70 million of the 
WIA Youth Recovery Act funds, received from the Department of 
Labor, to 28 workforce development boards within the state. The goal 
is to expend at least 70 percent of these funds by September 30, 2009. 
As of August 15, 2009, local workforce development boards had 
expended approximately $31.5 million and enrolled over 19,500 youth 
in summer employment activities throughout Texas. Texas is 
exceeding its target goal of summer employment for 14,420 youth. 

 
• Weatherization Assistance Program. On July 10, 2009, the U.S. 

Department of Energy provided the Texas Department of Housing and 
Community Affairs (TDHCA) access to $163.5 million of the state’s 
$327 million Recovery Act funding allocation. On September 11, 2009, 
TDHCA entered into contracts totaling $145.5 million with 
subrecipients. The remaining $17.8 million will be used for TDHCA 
administration and technical assistance and training for subrecipients 
and grantees. 

 
On September 1, 2009, Texas began a new 2-year budget cycle, formally 
called the 2010-2011 biennium, making available about $12 billion in 
Recovery Act funding for several programs, including Medicaid, public 
schools, higher education, and transportation.2 However, Texas officials 
would like the federal government to clarify the process for recouping 
administrative costs and provide specific guidance on which Recovery Act 
programs are subject to the 0.5 percent administrative cap. In the longer 
term, the effect of the Recovery Act on the state’s fiscal position remains 
uncertain. 

Use of Recovery Act 
Funding in the Texas 
State Budget 

 

                                                                                                                                    
2Texas budgets on a biennial basis. The 2010-2011 biennium will run through August 31, 
2011.  
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As Texas implements its budget for the 2010-2011 biennium, state officials 
provided updated information on the use of Recovery Act funds, including 
the State Fiscal Stabilization Fund (SFSF), to support state programs. As 
the state begins to receive more Recovery Act funds, officials with the 
Governor’s office indicated that they would like more federal guidance 
concerning administrative costs related to the Recovery Act. Texas 
officials have participated in conference calls with OMB officials, but did 
not receive requested guidance on what Recovery Act funded programs 
are subject to the 0.5 percent administrative cap. 

On July 24, 2009, the U.S. Department of Education (Education) approved 
Texas’s application for the Recovery Act State Fiscal Stabilization Fund 
(SFSF), making available more than $2 billion.3 According to an 
assessment by the Texas Legislative Budget Board (LBB),4 the 2010-2011 
biennial budget uses SFSF funds to provide funding for education 
programs, including public schools, higher education and to the Texas 
Education Agency (TEA) for textbooks. Officials in the Governor’s office 
told us that the TEA is accepting applications from school districts seeking 
SFSF funds. As of September 8, 2009, TEA reports that the agency has 
received 287 applications for SFSF funds.5 The Governor’s staff 
anticipated that school districts would begin receiving SFSF funds in 
September 2009, and this would include retroactive funding for cost 
incurred for the period between the enactment date of the Recovery Act 
(February 17, 2009) and the effective date of th

Texas Is Using Recovery 
Act Funds, but Seeks to 
Clarify Administrative Cost 
Issues 

Texas Preparing to Use State 
Fiscal Stabilization Fund 

e application. 

                                                                                                                                    
3Education also noted that Texas would be eligible to apply for additional SFSF funds this 
fall. 

4In Texas, the LBB is a permanent joint committee of the Texas legislature that develops 
budget and policy recommendations for legislative appropriations for all agencies of state 
government, as well as completes fiscal analyses for proposed legislation. 

5TEA reports an additional 606 local education agencies (LEA) of the approximately 1,200 
school districts and charters in the state have started a draft of the application in TEA’s 
eGrants system, but have not finalized and submitted the application.  
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The state legislature’s conference committee report for the 2010-2011 
budget identifies two sources of funding for administrative costs.6 The 
legislature appropriated $10 million to the Governor’s office from the 
Recovery Act’s government services fund for administrative costs.7 State 
officials told us that the Governor’s office may provide this funding to 
other state agencies with oversight responsibilities. The second source is 
money recovered from the State-wide Cost Allocation Plans (SWCAP) for 
administrative costs. On May 11, the Office of Management and Budget 
(OMB) issued a memo describing how states could recover central 
administrative costs related to carrying out Recovery Act programs and 
activities.8 However, officials with the Governor’s office indicated that this 
guidance does not fully address their concerns. 

Texas Has Appropriated Funds 
to Pay Administrative Costs, 
but Seeks Clarification on 
Federal Guidance 

The OMB memo gives the states the option to recoup costs for central 
administrative costs through SWCAP, which states submit to the U.S. 
Department of Health and Human Services annually. The guidance states 
that any estimated cost amount should not exceed 0.5 percent of the total 
Recovery Act funds received by the state. However, the Governor’s staff 
said they were concerned about OMB’s decision to use the SWCAP as a 
mechanism for states to recover administrative costs. The officials believe 
that using the SWCAP to recoup Recovery Act administrative costs could 
require duplicate reporting by the Texas state government—once for the 
Recovery Act and once for already established federal programs. 

The Governor’s staff also stated they needed more guidance on what 
programs were to be included in the total dollar amount that the 0.5 
percent would be based on. For example, the Governor’s staff said that if 
Recovery Act funds Texas received for Medicaid were included; the 
amount Texas could recoup in administrative costs would increase. For 
the 2010-2011 biennium, the Texas LBB estimated that the Recovery Act 
would increase federal funds for Medicaid by $2.513 billion, of which 0.5 
percent is approximately $12.6 million. Texas officials told us they 
participated in conference calls with OMB officials where they requested 

                                                                                                                                    
6Conference Committee Report for S.B. No. 1 General Appropriations Bill, 81st Leg. Sess., at 
XII-9.  

7The conference report indicated that $10 million would be available for administrative 
costs, provided that Texas receives more than $700 million from the government services 
fund of the SFSF. 

8Office of Management and Budget Memorandum M-09-18, Payments to State Grantees for 

Administrative Costs of Recovery Act Activities (May 11, 2009). 
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guidance on this matter. Officials added that OMB has issued clarifying 
questions and answers. However, Texas officials thought further guidance 
is needed from OMB, including a listing of programs that are subject to the 
0.5 percent administrative cap. 

 
State Is Assessing Future 
Budget Funding 

Our July and April reports noted that both the Governor and legislature 
have provided extensive guidance to state agencies indicating that much 
of the Recovery Act funding is temporary and should be used for 
nonrecurring expenditures, such as onetime costs. The conference 
committee report for the 2010-2011 appropriations bill directs state 
agencies to “give priority to expenditures that do not recur beyond the 
2010-2011 biennium.”9 Similarly, the Governor in his proclamation 
concerning the state budget reiterated that “state agencies and 
organizations receiving these funds should not expect them to be renewed 
by the state in the next biennium.”10 

The LBB is asking state agencies to report on their uses of Recovery Act 
funds, with the first report due in September 2009. LBB staff told us that 
these reports will allow them to monitor spending on an ongoing basis. A 
state legislative official noted that the LBB reports will be sent to key 
leaders in the legislature. Moreover, the Texas legislature’s House Select 
Committee on Federal Economic Stabilization Funding held a hearing in 
August to monitor how state agencies were using Recovery Act funding. 

LBB staff said that the Recovery Act had helped fill gaps in funding 
education and Medicaid programs in the 2010-2011 budget. For example, 
LBB staff anticipate SFSF funds being used to address what likely would 
have been a gap in education funding for 2010-2011. More specifically, the 
staff expected SFSF funds would be used to replace funding the state 
usually receives from the state’s Permanent School Fund,11 which has been 
adversely affected by financial market turmoil. However, LBB staff 
indicated that financial market turmoil may prevent the state from 
transferring Permanent School Fund money to support education in 2010-

                                                                                                                                    
9Conference Committee Report for S.B. No. 1 General Appropriations Bill, 81st Leg. Sess., 
at XII-9. 

10Proclamation by the Governor of the State of Texas Concerning the General 
Appropriation Act.  

11The Permanent School Fund earns proceeds from the sale of state lands and mineral-
related revenue from these lands.  
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2011. The 2010-2011 biennial budget uses SFSF funds to support 
education. A senior official with the Governor’s office reiterated the state’s 
commitment to fund education regardless of the performance of the 
Permanent School Fund.12 

In our recent discussions, LBB staff noted the importance of identifying 
revenue to support education spending as well as the state’s Medicaid 
program,13 when Recovery Act funding ends. In the case of education, LBB 
officials reported that there is uncertainty about whether the Permanent 
School Fund would provide a distribution that could fund education in the 
2012-2013 biennium. Moreover, officials from two legislative offices told us 
that it may be challenging for some state agencies to scale back, once the 
Recovery Act funding ends. However, officials in the Governor’s office 
reported that they continue to provide guidance indicating that Recovery 
Act funding is temporary. For example, a senior official said that the 
application for school districts to use in applying for SFSF funds makes 
clear that the SFSF funding is onetime. 

 
Growth in Texas’s Tax 
Revenue Has Declined 

The Texas Comptroller has certified that sufficient funding exists to 
support the 2010-2011 biennium budget. However, in January 2009, the 
Comptroller projected that Texas may have 10.5 percent less revenue 
available for general purpose spending for the 2010-2011 biennium than 
was available in 2008-2009. Specifically, the Comptroller’s Biennial 

Revenue Estimate anticipated that Texas would have $77.1 billion 
available for general purpose spending in the 2010-2011 biennium, 
compared to $86.2 billion in the previous 2008-2009 biennium. The 
Comptroller’s revenue estimate has important implications. According to a 
report by the Texas legislature’s House Research Organization, for an 
appropriations bill to be valid, the Comptroller must certify that there is 
enough revenue to cover the approved spending.14 

                                                                                                                                    
12We were told by LBB staff that there is a constitutional requirement that fund returns over 
a 10-year period must exceed payouts over the same period in order for there to be a 
distribution. 

13Recovery Act funds used in the state’s fiscal year 2010-2011 budget include Federal 
Medical Assistance Percentage funds (discussed in GAO-09-1016).  

14Texas House of Representatives, House Research Organization, Writing the State Budget 

81st Legislature, Report No. 81-1 (Feb. 2, 2009). 
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Of particular importance for Texas is the outlook for sales tax revenue. 
For the past two decades, state sales tax revenues have accounted for 
more than half of the state’s general revenue related tax collections.15 The 
Comptroller’s projections suggest that sales tax collections will slightly 
increase in 2009 and 2010. For example, in fiscal year 2010, the 
Comptroller projects sales tax revenue will increase by 0.5 percent. 
According to this report, this slight increase expected in fiscal year 2010 
would come after strong revenue growth in fiscal year 2008. In fiscal year 
2008, sales tax receipts increased 6.6 percent from the previous year. The 
Comptroller’s report notes that, “loss of jobs, tighter credit, and 
uncertainty about the economy are likely to keep consumers at home.” 
Moreover, figure 1 shows that the projected trend in sales tax collections 
for 2010-2011 would contrast with more rapid growth in sales tax 
collections in 2006 and 2007. Looking ahead, the Comptroller anticipates 
that sales tax revenue will grow at a faster pace in 2011.16 

                                                                                                                                    
15Texas does not have a state income tax. 

16Between 2010 and 2011, sales tax collections in Texas are expected to increase 4.2 
percent. This rate of increase will likely exceed the rate of inflation, resulting in a real 
increase in sales tax revenue collected by the state. 
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Figure 1: Texas Sales Tax Collections: 2006-2011 
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State officials had different perspectives concerning the potential need in 
the future to use money from the state’s rainy day fund, the Texas 
Economic Stabilization Fund.17 Officials from several legislative offices 
indicated it was likely that the state would need to use rainy day funds in 
the 2012-2013 biennium. For example, one of the officials noted that the 
state may face a “funding cliff,” as Recovery Act funding ends. 
Furthermore, the official pointed to 2003 when the state used money from 
the rainy day fund to address a budget deficit. According to a report by the 
Texas legislature’s House Research Organization,18 rainy day funds were 
used in fiscal 2003 to support several state programs, including $460.3 
million for Medicaid acute care as well as $295 million for the Texas 

State Officials’ Perspectives on 
the Rainy Day Fund 

                                                                                                                                    
17The state’s economic stabilization fund is commonly referred to as the “rainy day fund.”  

18Texas House of Representatives, House Research Organization, State Finance Report, 
Report No. 78-3 (Nov. 17, 2003). 
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Enterprise Fund to support economic development.19 A senior official in 
the Governor’s office did not anticipate the need to use money from the 
rainy day fund in the 2010-2011 budget. Moreover, the Governor’s advisor 
noted that appropriating funds from the rainy day funds would require a 
supermajority vote in the legislature.20 

There has been recent discussion in the Texas legislature regarding the 
projected future balance of the rainy day fund. In an August hearing, the 
chairman of the Texas legislature’s House Select Committee on Federal 
Economic Stabilization Funding requested updated information 
concerning the balance in the rainy day fund. An official from the 
Comptroller’s office reported that the rainy day fund currently had a 
balance of approximately $6.7 billion. In January 2009, the Comptroller 
had anticipated that money would be transferred into the rainy day fund in 
2010-2011 and consequently the rainy day balance would reach $9.1 billion. 
According to a report by the Comptroller’s office, the state is required to 
transfer half of any General Revenue Fund surplus in each biennium and 
75 percent of any oil and natural gas production taxes exceeding 1987 
levels into the rainy day fund. In the Comptroller office’s August 
statement, officials continued to expect that the state would transfer 
money into the rainy day fund in 2010-2011. Specifically, the official 
estimated that $852 million would be transferred in fiscal 2010 and $740 
million in fiscal 2011. Oil and gas production taxes continue to be an 
important source of revenue for the rainy day fund. According to the 
Comptroller’s office, $852 million from oil and gas production taxes is 
anticipated to be transferred into the rainy day fund in fiscal 2010. Figure 2 
shows recent trends in the rainy day fund’s ending balance. 

 

                                                                                                                                    
19According to a description on the Governor’s Web page, the Texas Enterprise Fund is 
used primarily to attract new business to the state or assist with the substantial expansion 
of an existing business as part of competitive recruitment. The fund can be used for a 
variety of economic development projects including infrastructure and community 
development, job training programs, and business incentives. 

20A report by the House Research Organization indicates that more than a majority of 
members of the legislature must approve the use of rainy day funds. The report explains 
that, “generally, money in the rainy day fund can be spent only as approved by at least 
three-fifths of the members present in each house. Spending from the fund generally may 
not exceed the amount of any unanticipated deficit or revenue shortfall, but any amount 
from the fund may be spent for any purpose if at least two-thirds of the members present in 
each house approve it.” 
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Figure 2: Texas Economic Stabilization Fund, Ending Balances (1990-2009) 

Ending balance (in billions of dollars)

Source: GAO analysis of data from Texas Comptroller’s office.
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The Recovery Act provides funding to the states for restoration, repair, 
and construction of highways and other activities allowed under the 
Federal-Aid Highway Surface Transportation Program and for other 
eligible surface transportation projects. The Recovery Act requires that 30 
percent of these funds be suballocated, primarily based on population, for 
metropolitan, regional, and local use. Highway funds are apportioned to 
the states through federal-aid highway program mechanisms, and states 
must follow the requirements of the existing program, which include 
ensuring the project meets all environmental requirements associated with 
the National Environmental Policy Act (NEPA), paying a prevailing wage 
in accordance with federal Davis-Bacon requirements, complying with 
goals to ensure disadvantaged businesses are not discriminated against in 
the awarding of construction contracts, and using American-made iron 
and steel in accordance with Buy America program requirements. While 
the maximum federal fund share of highway infrastructure investment 

Texas Is Proceeding 
with Highway 
Infrastructure 
Investment Projects 
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projects under the existing federal-aid highway program is generally 80 
percent, under the Recovery Act, it is 100 percent. 

As we reported in July 2009, $2.25 billion was apportioned to Texas in 
March 2009 for highway infrastructure and other eligible projects, as 
shown in figure 3. As of September 1, 2009, $1.19 billion had been 
obligated for 287 projects. As of September 1, 2009, $47 million had been 
reimbursed by FHWA. The U.S. Department of Transportation has 
interpreted the term “obligation of funds” to mean the federal 
government’s contractual commitment to pay for the federal share of the 
project. This commitment occurs at the time the federal government signs 
a project agreement. States request reimbursement from FHWA as 
payments are made to contractors working on approved projects. Actual 
payments to contractors by Texas totaled about $47 million. 

Figure 3: Flow of Texas Recovery Act Highway Funds as of September 1, 2009 

Dollars (in billions)

Source: GAO analysis of U.S. Department of Transportation and Texas Department of Transportation data.
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Spending Continues on 
Planned Projects 

Seventy-eight percent of Recovery Act highway obligations for Texas have 
been for pavement improvements and widening. Specifically, $933.5 
million of the $1.19 billion obligated, as of September 1, 2009, is being used 
for projects such as resurfacing, repairing, and widening roadways, 
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including $513.5 million for pavement improvements and $420 million for 
roadway widening. Texas primarily selected highway preservation 
projects, such as resurfacing, repair and widening, which can be quickly 
started and completed. Figure 4 shows obligations by the types of road 
and bridge improvements being made as of September 1, 2009. 

Figure 4: Highway Obligations for Texas by Project Improvement Type as of 
September 1, 2009 

1%
Bridge improvement ($13.4 million)

Other ($82.2 million)

Pavement widening ($420 million)

Source: GAO analysis of FHWA data.
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Note: “Other” includes safety projects, such as improving safety at railroad grade crossings, and 
transportation enhancement projects, such as pedestrian and bicycle facilities, engineering, and right-
of-way purchases. 
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In August 2009, we returned to two Recovery Act–funded projects we 
visited for our July report.21 One project site was within the Texas 
Department of Transportation’s Fort Worth district office and the other 
site was within the Dallas district office. For this report, we revisited these 
two projects and observed work that was underway using Recovery Act 
funds. 

Construction at Two Sites 
Is Ongoing and, According 
to State Officials, Based on 
Competitively Awarded 
Fixed-Price Contracts 

Figure 5 shows the Fort Worth district office project before construction 
work started. This project is located in Tarrant County and involves 
resurfacing a 5-mile section of Interstate 820 to improve safety and 
maintain the roadway by performing pavement and bridge repairs. Figure 
6 shows the work in progress. 

pairs. Figure 
6 shows the work in progress. 

Figure 5: Fort Worth, Texas, Interstate 820 Roadway Deterioration Prior to Figure 5: Fort Worth, Texas, Interstate 820 Roadway Deterioration Prior to 
Resurfacing Using Recovery Act Funds 

Source: Texas Department of Transportation.

 

                                                                                                                                    
21GAO, Recovery Act: States’ and Localities’ Current and Planned Uses of Funds While 

Facing Fiscal Stresses (Appendixes), GAO-09-830SP (Washington, D.C.: July 2009).  
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Figure 6: Fort Worth, Texas, Interstate 820 Resurfacing in Process to Repair 
Roadway Deterioration Using Recovery Act Funds 

Source: Texas Department of Transportation.

 
The Dallas district project is located in Cedar Hill, Texas, and involves the 
construction of intersection improvements including widening of the 
intersection, signal upgrades, and the addition of turn lanes at Farm-to-
Market Road 1382 and Straus Road. Figure 7 shows the intersection prior 
to the start of construction and figure 8 shows the work site during our 
review. 
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Figure 7: Cedar Hill, Texas, Intersection at Farm-to-Market Road 1382 and Straus 
Road before Recovery Act–Funded Improvements 

Source: GAO.
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Figure 8: Cedar Hill, Texas, Intersection at Farm-to-Market Road 1382 and Straus 
Road, Temporary Turn Lane Constructed as Recovery Act–Funded Improvements 
Advance 

Source: GAO.

 
According to Texas Department of Transportation officials, the two 
projects were initiated through competitively awarded contracts. 
According to state officials, after soliciting proposals for the projects, 
Texas received and evaluated 6 proposals for the Fort Worth district 
project and 10 proposals for the Dallas district project. Texas officials 
stated they followed the practice of awarding contracts to the lowest 
responsive bidder, and awarded fixed-price contracts for both projects.22 
The Fort Worth and Dallas district contracts were awarded to the low 
bidder for approximately $3.97 million and $1.38 million respectively. 

 

                                                                                                                                    
22According to Texas Department of Transportation officials, highway construction 
contracts are awarded to the lowest responsible and responsive bidder.  
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Funds appropriated for highway infrastructure spending must be used as 
required by the Recovery Act. States are required to do the following: 

• Ensure that 50 percent of apportioned Recovery Act funds were 
obligated within 120 days of apportionment (before June 30, 2009). The 
50 percent rule applies only to funds apportioned to the state and not 
to the 30 percent of funds required by the Recovery Act to be 
suballocated, primarily based on population, for metropolitan, 
regional, and local use. In addition, states are required to ensure that 
all apportioned funds—including suballocated funds—are obligated 
within 1 year. The Secretary of Transportation is to withdraw and 
redistribute to other states any amount that is not obligated within 
these time frames.23 As of September 1, 2009, approximately $1.2 
billion for highway projects has been obligated using Recovery Act 
funds. Included is approximately $197 million obligated from the 30 
percent of funds suballocated. The rate of obligation for suballocated 
funds is about 29 percent compared to a 53 percent obligation rate for 
Texas Recovery Act highway funds in general. Although the obligation 
of suballocated funds has been slower, Texas officials anticipate that 
suballocated funds will be obligated within the 1-year time frame 
required. 

Texas Is Meeting Recovery 
Act Highway 
Infrastructure Spending 
Requirements, and 
Maintenance-of-Effort 
Certification Has Been 
Accepted 

 
• Certify that the state will maintain the level of spending for the types of 

transportation projects funded by the Recovery Act that it planned to 
spend the day the Recovery Act was enacted. As part of this 
certification, the governor of each state is required to identify the 
amount of funds the state plans to expend from state sources from 
February 17, 2009, through September 30, 2010.24 Following an initial 
certification by Texas dated March 17, 2009, the U.S. Secretary of 
Transportation informed Texas on April 20, 2009, that conditional and 
explanatory certifications were not permitted, and provided guidance. 
Subsequent to the Secretary’s guidance, Texas resubmitted 
certifications on May 22, 2009, and July 9, 2009. The Office of the 
Secretary of Transportation accepted the Texas certification, as of 
August 13, 2009. 

 

                                                                                                                                    
23Pub. L. No. 111-5, 123 Stat. 115, 206 (Feb. 17, 2009). 

24Pub. L. No. 111-5, § 1201, 123 Stat. 115, 212 (Feb. 17, 2009). 
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According to Texas Department of Transportation officials, highway 
construction project management includes daily oversight of both 
contractors and subcontractors by on-site inspectors. Resident engineers 
for each work site keep a daily log of the quantity of materials delivered 
and installed. The engineers take measurements to verify the quantity of 
materials used (e.g., loads of asphalt) and whether those quantities 
conform to established specifications. As an additional check, state 
officials told us that independent record keepers verify the inspectors’ 
calculations before payment to contractors or subcontractors is 
authorized. 

 
The Recovery Act provides an additional $1.2 billion in funds for the 
Workforce Investment Act (WIA) Youth program, including summer 
employment. Administered by the Department of Labor (Labor), the WIA 
Youth Program is designed to provide low-income in-school and out-of-
school youth 14 to 21 years old, who have additional barriers to success, 
with services that lead to educational achievement and successful 
employment, among other goals. Funds for the program are distributed to 
states based on a statutory formula; states, in turn, distribute at least 85 
percent of the funds to local areas, reserving as much as 15 percent for 
statewide activities. The local areas, through their local workforce 
investment boards, have the flexibility to decide how they will use the 
funds to provide required services. 

Texas Transportation 
Agency Providing 
Monitoring and Oversight 
of Highway Contracts 

Workforce Investment 
Act (WIA) Youth 
Program 

While the Recovery Act does not require all funds to be used for summer 
employment, in the conference report accompanying the bill that became 
the Recovery Act,25 the conferees stated they were particularly interested 
in states using these funds to create summer employment opportunities 
for youth. While the WIA Youth Program requires a summer employment 
component to be included in its year-round program, Labor has issued 
guidance indicating that local areas have the flexibility to implement 
stand-alone summer youth employment activities with Recovery Act 
funds.26 Local areas may design summer employment opportunities to 
include any set of allowable WIA Youth activities—such as tutoring and 
study skills training, occupational skills training, and supportive 
services—as long as it also includes a work experience component. A key 

                                                                                                                                    
25H.R. Rep. No. 111-16, at 448 (2009).  

26Department of Labor, Training and Employment Guidance Letter No. 14-08 (Mar. 18, 
2009).  
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goal of a summer employment program, according to Labor’s guidance, is 
to provide participants with the opportunity to (1) experience the rigors, 
demands, rewards, and sanctions associated with holding a job, (2) learn 
work-readiness skills on the job, and (3) acquire measurable 
communication, interpersonal, decision-making, and learning skills. Labor 
has also encouraged states and local areas to develop work experiences 
that introduce youth to opportunities in “green” educational and career 
pathways. Work experience may be provided at public sector, private 
sector, or nonprofit work sites. The work sites must meet safety 
guidelines, as well as federal and state wage laws.27 Labor’s guidance 
requires that each state and local area conduct regular oversight and 
monitoring of the program to determine compliance with programmatic, 
accountability, and transparency provisions of the Recovery Act and 
Labor’s guidance. Each state’s plan must discuss specific provisions for 
conducting its monitoring and oversight requirements. 

The Recovery Act made several changes to the WIA Youth Program when 
youth are served using these funds. It extended eligibility through age 24 
for youth receiving services funded by the act, and it made changes to the 
performance measures, requiring that only the measurement of work 
readiness gains will be required to assess the effectiveness of summer-only 
employment for youth served with Recovery Act funds. Labor’s guidance 
allows states and local areas to determine the methodology for measuring 
work readiness gains within certain parameters. States are required to 
report to Labor monthly on the number of youth participating and on the 
services provided, including the work-readiness attainment rate and the 
summer-employment completion rate. States must also meet quarterly 
performance and financial reporting requirements. 

 
Texas Expects to Meet 
Expenditure and 
Participant Targets of WIA 
Youth Recovery Act Funds 

Texas expects that it will meet its WIA Youth program expenditure and 
participant targets for Recovery Act funds. Texas was awarded 
approximately $82 million in WIA Youth Recovery Act funds. Labor issued 
guidance stating that these funds are to be expended by June 30, 2011. The 
Texas Workforce Commission (TWC), the agency responsible for 
overseeing the state’s WIA Youth Program, has allocated about $70 million 
of the WIA Youth Recovery Act funds to 28 workforce development boards 

                                                                                                                                    
27Current federal wage law specifies a minimum wage of $7.25 per hour. Where federal and 
state laws have different minimum wage rates, the higher rate applies.  
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within the state.28 TWC’s target is to expend at least 70 percent of these 
funds by September 30, 2009, and the remainder by September 30, 2010. 
Each workforce board receiving Recovery Act funds is also expected to 
meet these targets. As of August 15, 2009, Texas had expended about $31.5 
million, or 38.5 percent, and state officials expect to fully meet their 
expenditure target. As of August 15, 2009, over 19,500 youth had been 
enrolled in summer employment activities throughout Texas, exceeding 
TWC’s state-wide participation target of 14,420 youth. Almost 25 percent of 
enrollees were out-of-school youth and 74 percent were youth between the 
ages of 14 and 18. Approximately 6.5 percent of youth enrolled by Texas as 
of August 15, 2009, were between the ages of 22 and 24. 

 
Local Boards We Visited 
Faced Challenges 

In July and August 2009, we revisited the two boards that we reported on 
in our July 2009 report. The Gulf Coast Development area, which covers 13 
counties29 and includes the cities of Houston and Galveston, was allocated 
$14.8 million for its WIA youth program and given a target of 3,054 
participants for summer employment activities by TWC. The local area 
exceeded its target and had placed 5,128 youth to work sites and expended 
approximately $11.3 million, or 76 percent of its allocation as of 
September 3, 2009. The North Central Texas development area consists of 
14 counties30 and received an allocation of $4.5 million in WIA Youth 
Recovery Act funds and a participant target of 927 youth. As of September 
9, 2009, the board had recruited 1,090 summer youth participants for 
summer employment activities. Officials told us that as of August 31, 2009, 
it had expended 41 percent of its allocation. 

The North Central Workforce Development Board covers a predominately 
rural area, and officials attributed their difficulty recruiting youth to the 
lack of public transportation in its region and the distances that must be 
traveled to work sites. Board officials have encouraged car pools to 
facilitate youth mobility. The board also sought to overcome recruiting 

                                                                                                                                    
28TWC used a portion of its 15 percent WIA youth state set-aside funds to fund employment 
opportunities for blind and deaf youth. 

29The Gulf Coast Workforce Development Board administers the WIA program throughout 
the following 13 counties: Austin, Brazoria, Chambers, Colorado, Galveston, Fort Bend, 
Harris, Liberty, Matagorda, Montgomery, Walker, Waller, and Wharton. 

30The North Central Workforce Development Board administers the WIA program 
throughout the following 14 counties: Collin, Denton, Ellis, Erath, Hood, Hunt, Johnson, 
Kaufman, Navarro, Palo Pinto, Parker, Rockwall, Somervell, and Wise. 
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challenges by targeting rural areas with various types of media 
advertisements and on-site recruiting efforts. 

Officials from both boards also cited challenges in dealing with program 
eligibility requirements and income limits that they believe are too low. 
Officials from one board said that they received 5-7 ineligible applications 
for every eligible youth recruited, creating a backlog of files and 
consuming staff resources. Further, youth participants and their parents 
do not always submit required eligibility documentation in a timely 
manner, which forces local officials to use their resources to obtain that 
documentation. Although officials we spoke with did not express 
difficulties recruiting work sites, they found it challenging to identify work 
sites that would hire participants who were between 14 and 16 years old. 

 
Local Boards Used 
Contractors to Place 
Youths at a Variety of Work 
Sites 

According to officials, to implement Recovery Act–funded summer 
employment activities, the Gulf Coast and North Central Workforce 
Development Boards awarded contracts to a variety of organizations to 
recruit youth, determine participant eligibility, identify potential 
employers, and process payroll. According to officials, these organizations 
were also responsible for conducting youth and supervisor orientation 
sessions, assessing work sites’ safety requirements, and verifying that 
youth were performing meaningful work. Local workforce officials from 
both boards relied on existing relationships with community-based 
organizations, schools, and businesses that existed through other 
workforce programs to quickly identify work sites and recruit youth 
participants. In situations where additional work sites were needed, North 
Central board contractors scheduled presentations with business 
organizations and conducted outreach phone calls. 

In order to recruit youth within the time frames for summer employment 
activities prescribed by Labor, both boards and their contractors 
purchased radio advertisements and distributed flyers and posters. 
Program presentations were also made to youth at schools and community 
colleges to notify them of the program. The North Central board officials 
informed us that because their area included several rural areas with 
declining populations they initiated media recruitment efforts by 
purchasing radio and billboard advertisements to meet this challenge. 
These efforts led, in part, to an influx of applicants, including many that 
were not eligible for the program. 
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Boards Provided a Variety 
of Employment 
Opportunities 

TWC recommended to boards that they establish summer employment 
opportunities that were linked, to the extent possible, with education and 
training, and credential attainment. In addition to the work experience 
component of its summer youth program, the Gulf Coast board included 
computer technology occupational skills training and workshops designed 
to prepare youth for work. North Central board officials stated that their 
participants attended leadership and work training seminars before 
beginning work and were given the opportunity to attend a computer 
training class. Along with software training, the curriculum emphasizes 
presentation skills, professionalism, and personal responsibility. 

Summer youth program participants in the 27 Texas counties covered by 
the two workforce areas we visited have been engaged in work activities 
offered by a variety of employers, including city and county governments, 
community colleges, school districts, and private companies. For example, 
one of the Gulf Coast Workforce board’s contractors was a charter school 
that enrolled 50 youth between the ages of 14 and 16 for a 7-week 
entrepreneurship program. The program’s goal was to provide hands-on 
projects to youth in order to prepare them for school and for the 
workforce. Youth were to learn various skills by attending workshops and 
presentations by speakers who overcame economic disadvantages while 
growing up. The youth had several responsibilities that had to be 
completed before successfully completing the program. For example, 
participants were required to create and market business plans to a panel 
of judges. 

 
Employers and Youth at 
Sites We Visited Cited 
Program Benefits 

We conducted work-site visits in order to observe work being performed 
and to speak with youth and employers participating in the program. The 
five employers we visited generally believed that program participants 
were performing good work and recognized the importance of utilizing 
youth for meaningful work activities. We spoke with a 23- year-old 
program participant who had been placed at a glass distribution company 
and who was offered permanent employment after 1 month in the 
program. Representatives of the company were pleased with the youth’s 
work and stated their desire to hire additional program participants. Other 
employers we spoke with stated that they would permanently hire youth if 
their budgets allowed it. Seven program participants we spoke to felt that 
the program was beneficial for them and allowed them to gain necessary 
skills to enter the workforce. For example: 

• A high-school senior placed as a teacher’s assistant at Houston 
learning academy attributed her new-found interest in becoming a 
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teacher to her summer youth work experience. While at the academy, 
the high-school senior worked with students, prepared transcripts, and 
marketed the school’s services to various media outlets. The academy 
owner stated that her goal was to teach her youth employees how to 
behave at a work place and teach them interpersonal and computer 
skills. 

 
• Ten participants working for the City of Houston Human Resources 

Department performed a variety of clerical work. One program 
participant we spoke with added that he was responsible for helping 
City of Houston job applicants without computer skills apply for jobs 
online. 

 
• A youth working at a city animal shelter was happy that the program 

took her preferences into account when placing her at a work site. Her 
goal is to become a veterinarian and she was able to gain first-hand 
experience about what would be required of her. Her experience 
included working with veterinarians, taking care of animals, cleaning 
kennels, and completing intake paperwork. 

 
TWC and Local Boards 
Oversee Compliance with 
WIA Youth Program 
Requirements 

According to officials, procedures have been put in place to ensure (1) 
youth are performing meaningful work activities with adequate 
supervision; (2) work sites meet safety requirements; and (3) youth payroll 
is accurate. TWC officials monitor the performance and the financial 
expenditure of funding allocated to the local workforce boards and meet 
monthly to discuss them. Technical assistance is provided to boards that 
do not appear to be on track to meet their participant or expenditure 
targets. According to officials, TWC also used established monitoring 
procedures intended to ensure compliance with Recovery Act 
requirements and the requirements established through the contracts with 
boards. TWC’s Subrecipient Monitoring Department conducted nine board 
reviews during the summer and three Recovery Act–specific reviews at 
boards receiving the largest youth allocation amounts. 

According to officials, workforce board officials and their contractors 
employ monitors to ensure compliance with program requirements. 
Contract monitors for the Gulf Coast board make unannounced visits to 
select work sites at least twice a week to determine program compliance. 
The local boards also employ their own monitors to conduct additional 
reviews. For example, monitors from the Gulf Coast Workforce board also 
conduct work site visits. The monitors interview youth and their 
supervisors to determine whether youth are performing meaningful work, 
whether all safety requirements are being met, and whether supervisors 
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require additional training. The monitors issue reports for each work site 
with observations and recommendations. Although issues have been 
reported by monitors, such as lack of supervisor training and too many 
youth per supervisor, board employees have worked with their 
contractors to rectify these problems. Officials from one contractor we 
visited told us that work-site orientation sessions have been held to 
confirm that employers are aware of program requirements. 

 
Boards Are Using Different 
Work-Readiness Measures 
to Assess WIA Youth 
Summer Employment 
Success 

The Recovery Act provided that, of the WIA Youth Program measures, 
only the work-readiness measure is required to assess the effectiveness of 
the summer-only employment for youth served with Recovery Act funds. 
Within the parameters set forth in federal agency guidance, local boards 
may determine the methodology they use to measure work readiness 
gains. The Gulf Coast and North Central boards have developed different 
tools to measure work readiness. The Gulf Coast board will, for example, 
use a tool that assesses each youth on 12 factors with a four-point system 
based on the frequency with which each factor is demonstrated.31 Officials 
from the North Central board have developed a Work Readiness Policy to 
identify the methodology for determining a measurable gain of work-
readiness skills. 

TWC officials informed us that boards will encourage older out-of-school 
youth to use workforce services for permanent employment options. 
Automation systems will allow TWC to track summer youth participants 
who continue to receive workforce services. This enables TWC to track 
and report on their employment and retention experience. 

 
Contracts Awarded to 
Administer Recovery WIA 
Summer Youth 
Employment Activities 

We selected one contract from each of the boards we visited. In April 2009, 
the Gulf Coast board issued a request for proposals from entities 
interested in providing the requested services. According to agency 
officials, the board received 37 proposals from this request and evaluated 
each one based on (1) experience performing the requested services, (2) 
management approach; and (3) financial stability of the bidding 
organization. According to officials, evaluation scores ranged from 93 to 

                                                                                                                                    
31The factors include attendance, appearance, productivity, interpersonal relationships, 
work habits and attitudes, motivation and initiative, accepting direction, communication, 
and four additional factors the work-site supervisors identify. 
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21, and the highest 13 scores with a range of 93 to 81 were awarded fixed-
price contracts. 

The Gulf Coast Workforce Development Board contract we selected had a 
score of 89 and was ranked seventh. We reviewed contract documentation 
and spoke with agency officials, who explained the following; that the 
contract was awarded to a nonprofit organization on April 21, 2009, at a 
total value of $2.7 million with a project start date of May 1, 2009, and a 
projected completion date of September 30, 2009; and that this contract 
was awarded competitively. The contract requires the organization to 
recruit young people from low-income families for subsidized summer 
jobs, develop work sites or activities or both, prepare participants for 
work, match participants to work sites, counsel young people, and oversee 
work sites. 

According to officials, the North Central Workforce Development Board 
awarded only one new contract for its 2009 summer youth activities, and 
the remainder of the work was performed by extending an existing 
contract. We selected the board’s new contract for our review and 
reviewed contract documents. On March 17, 2009, the board issued a 
request for proposals from entities interested in providing the requested 
services. Officials told us the following: that the board received five 
proposals from this request and had a panel of evaluators review each one; 
that the contract was awarded to a nonprofit organization on May 4, 2009, 
at a total value of $740,000, and a completion date of November 30, 2009; 
and that this contract was awarded competitively. The contract requires 
the organization to recruit young people from low-income families for 
subsidized summer jobs, prepare participants for work, match participants 
to work sites, counsel young people, and oversee work sites. 

 
The Recovery Act appropriated $5 billion over a 3-year period for the 
Weatherization Assistance Program, which the Department of Energy 
(DOE) administers through each of the states, and the District of Columbia 
and seven territories and Indian tribes. The Weatherization Assistance 
Program enables low-income families to reduce their utility bills by 
making long-term energy efficiency improvements to their homes by, for 
example, installing insulation; sealing leaks; and modernizing heating 
equipment, air circulations fans, or air conditioning equipment. Over the 
past 32 years, DOE’s Weatherization Assistance Program has assisted 
more than 6.2 million low-income families. By reducing the energy bills of 
low-income families, the program allows these households to spend their 
money on other needs, according to DOE. The $5 billion provided to the 

Texas Expands the 
Weatherization 
Assistance Program 
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Weatherization Assistance Program in the Recovery Act represents a 
significant increase for a program that has received about $225 million per 
year in recent years. 

As of September 14, 2009, DOE had approved all but two of the 
weatherization plans of the states, the District of Columbia, and the 
territories, and Indian tribes—including all 16 states and the District of 
Columbia in our review. DOE has provided to the states almost $2.3 billion 
of the $5 billion in weatherization funding under the Recovery Act. Use of 
the Recovery Act weatherization funds is subject to Section 1606 of the 
act, which requires all laborers and mechanics employed by contractors 
and subcontractors on Recovery Act projects to be paid at least the 
prevailing wage, including fringe benefits, as determined under the Davis-
Bacon Act.32 Because the Davis-Bacon Act had not previously applied to 
weatherization, the Department of Labor (Labor) had not established a 
prevailing wage rate for weatherization work. In July 2009, DOE and Labor 
issued a joint memorandum to Weatherization Assistance Program 
grantees authorizing them to begin weatherizing homes using Recovery 
Act funds, provided they pay construction workers at least Labor’s wage 
rates for residential construction, or an appropriate alternative category, 
and compensate workers for any differences if Labor establishes a higher 
local prevailing wage rate for weatherization activities. Labor then 
surveyed five types of “interested parties” about labor rates for 
weatherization work. 33 The department completed establishing prevailing 
wage rates in all of the 50 states and the District of Columbia by 
September 3, 2009. 

 
State Fund Allocations to 
Texas Subrecipients Are 
Underway 

On June 26, 2009, DOE approved the weatherization plan developed by the 
Texas Department of Housing and Community Affairs (TDHCA) and 
allocated Recovery Act funding amounting to about $327 million for the 
weatherization program. Funds are available over a 3-year period from 
April 2009 through March 2012. On July 10, 2009, DOE provided 50 percent 
or $163.5 million of the funding allocation. As shown in figure 9, on July 
30, 2009, the TDHCA Governing Board34 authorized allocation of $145.7 

                                                                                                                                    
32Weatherization Assistance Program funded through annual appropriations are not subject 
to the Davis-Bacon Act. 

33The five types of “interested parties” are state weatherization agencies, local community-
action agencies, unions, contractors, and congressional offices.  

34The TDHCA Governing Board is the policy-making body of TDHCA. 
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million to subrecipients. TDHCA executed contracts to subrecipients35 on 
September 11, 2009. The remaining $17.8 million will be used for TDHCA 
administration and technical assistance and training for the grantee and 
subrecipients. As of August 31 2009, TDHCA spent approximately $36,000 
of the $17.8 million allocated for TDHCA administration and training. 

0 
of the $17.8 million allocated for TDHCA administration and training. 

Figure 9: Allocation of Recovery Act Weatherization Program Funds Figure 9: Allocation of Recovery Act Weatherization Program Funds 

$7,200,000
Amount allocated for TDHCA
administration 

$10,600,000
Amount allocated for training 

$145,700,000$163,500,000

Source: GAO analysis of Texas Department of Housing and Community Affairs data.

Amount allocated for subrecipient 
contracts 

Not allocated by DOE 

 

 

                                                                                                                                    
35TDHCA subrecipients in three categories will receive Recovery Act funds to provide 
weatherization services:  (1) the existing subrecipient network (Community Action 
Agencies, Regional Councils of Government, and other nonprofit entities), who receive 
funds allocated by county based proportionately on low-income, elderly poverty 
population, median household income and climate data; (2) cities with populations over 
75,000, where allocations were based on low-income households; and (3) competitively 
awarded grants to small cities and nonprofits for populations in rural areas that may not 
otherwise be served under the other two subrecipient categories.  
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TDHCA officials and some existing subrecipients believe that Davis-Bacon 
requirements that contractors must meet may create delays and increase 
costs. For example, a potential effect of the Davis-Bacon Act is increased 
payroll and administrative costs to subcontractors, according to TDHCA 
officials. Under Davis-Bacon, workers are paid weekly based on an hourly 
rate. TDHCA officials told us that subcontractors often pay employees a 
set amount for a construction job rather than an hourly wage. Additionally, 
wage rates frequently differ by county. One subcontractor may conduct 
weatherization work in several counties and be required to pay different 
hourly wage rates depending on the county in which the work is 
conducted. As a result, TDHCA officials told us that the subcontractor may 
need to pay for changes in the payroll structure due to these Davis-Bacon 
requirements. Texas officials added that they believe Davis-Bacon 
requirements work against finding the most economical and efficient way 
to attain the program goals. 

TDHCA Officials and Some 
Subrecipients Believe 
Davis-Bacon Requirements 
May Delay Spending and 
Increase Administrative 
Costs 

 
Risk-Assessment and 
Mitigation Approaches 
Exist or Are Under 
Development to Monitor 
the Use of Funds 

As of August 2009, TDHCA officials told us that their internal audit 
division is developing its annual risk assessment and is likely to include 
audits of Recovery Act programs in the fiscal year 2010 audit plan. To 
handle the increase of Recovery Act funds, TDHCA has hired one new 
auditor and will be hiring two additional auditors with Recovery Act funds 
this fall, increasing TDHCA’s internal audit staff from three to six. Internal 
audit staff will attend TDHCA Recovery Act meetings and training, and 
serve in an advisory capacity to review and comment on internal controls 
as Recovery Act funds are spent. 

TDHCA also performs an annual risk assessment which includes existing 
providers and takes into account funding levels, time elapsed since last 
monitoring visit, number of monitoring findings, and the status of any 
Single Audit issues.36 The risk-assessment process is being modified to 
consider the expanded network of providers and potential new risk 
factors. Additionally, TDHCA is taking the following actions to mitigate 
risks: 

• As part of the application process a review is conducted to ensure the 
entity requesting funds does not have unaddressed compliance issues 
under any TDHCA program. The previous participation review is 

                                                                                                                                    
36The Single Audit Act of 1984, as amended (31 U.S.C. ch.75). 
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required by the Texas Government Code,37 and helps ensure the ability 
of the applicant to administer TDHCA programs and to comply with 
program rules. As a result of these Recovery Act reviews for 
weatherization fund awards, five subrecipients were found to have 
noncompliance issues associated with their administration of other 
TDHCA housing programs. These five subrecipients were originally 
allocated $27.3 million in weatherization funds before noncompliance 
issues surfaced. TDHCA is in the process of reviewing alternatives to 
disburse these funds to the affected communities. 

 
• To mitigate risks associated with noncompliance and lack of 

weatherization construction expertise, TDHCA is developing a new 
training approach. A Request for Proposal was released asking 
potential vendors to bid on establishing a training and technical 
assistance academy. Submissions were due by August 7, 2009 and as of 
September 8, 2009, TDHCA was in process of selecting a vendor. The 
academy will offer a range of weatherization, energy efficiency, and 
administrative instruction through a combination of classroom 
teaching, online instruction, and field work. The administrative portion 
will include TDHCA regulations and reporting as well as financial 
accountability. The courses are intended for weatherization 
subrecipients, subcontractors, subcontractor employees, and TDHCA 
staff. 

The financial status of Recovery Act funds at the local program level will 
be monitored by TDHCA staff. According to TDHCA’s DOE-approved 
weatherization plan, the monitoring approach will be twofold, consisting 
of a fiscal review, as well as a review of the quality and scope of the work 
performed on dwellings. Monitoring will include procurement, financial 
procedures, compliance, personnel policies, site inspections, assessments, 
and staff procedures. 

TDHCA is in the process of hiring 14 additional staff in its Energy 
Assistance Section, including 7 staff to monitor subrecipient 
weatherization of dwellings. The other new positions consist of four 
weatherization trainers, one contract specialist, one administrative 
assistant, and one Davis-Bacon specialist. Other monitoring steps include 
the following: 

                                                                                                                                    
37Texas Government Code, § 2306.057.  
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• An Office of Accountability and Oversight Project Manager position 
was created by TDHCA. This project manager helps develop and 
manage performance, compliance, and expenditures systems, with a 
goal of producing timely and accurate Recovery Act data. 

 
• Work is underway on two major database systems to track and report 

on Recovery Act weatherization funds: (1) modification of the Central 
Database—the main information system for all TDHCA programs and 
activities—to conform to the Recovery Act data-collection and 
reporting requirements for subrecipients; and (2) development of the 
Consolidated Recovery Act Reporting System—a database to track 
information received from the Central Database and local programs 
such as contracts awarded, funds awarded and expended, and 
households and individuals served. 

 
Plans Are Underway to 
Measure the Effect of 
Funds 

As the prime recipient of Recovery Act weatherization funds, TDHCA told 
us it is in the process of modifying existing monitoring protocols to 
address job reporting and other monitoring needs. They expect that 
guidance from DOE will further define subrecipient reporting protocols 
and facilitate monitoring. When this guidance is issued, TDHCA will 
distribute it to the subrecipient network and incorporate reporting 
requirements into its training curriculum. TDHCA officials told us that 
training on the new and unfamiliar reporting requirements will be 
necessary for all subrecipients and subcontractors. Officials added that the 
new DOE reporting requirements are expected to include jobs created or 
retained at the TDHCA, subrecipient, local agency, and local contractor 
levels and on-site monitoring visits of dwellings where weatherization has 
been completed. 

TDHCA plans to calculate projected savings from the installation of 
materials designed to reduce home energy consumption by using the DOE 
methodology developed at the Oak Ridge National Laboratory. Measures 
to be tracked and reported include the number of units weatherized, the 
average cost per home served, and the percentage of eligible low-income 
households that receive weatherization assistance. 
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The Recovery Act established several reporting requirements, and OMB 
issued guidance for meeting those requirements. Each recipient of 
Recovery Act funds is required to periodically report on a number of 
things including: (1) the total amount of Recovery Act funds received, (2) 
the amount of Recovery Act funds that were expended or obligated to 
projects or activities, and (3) an estimated number of jobs created and 
retained by projects or activities.38 The first reporting deadline is October 
10, 2009, with quarterly reports due 10 days after the end of each calendar 
quarter thereafter. OMB issued guidance on meeting those reporting 
requirements in February 2009 and updated the guidance in April and June 
2009.39 The guidance established that the reporting requirements apply to 
the prime nonfederal recipients of the federal funding. The prime recipient 
is responsible for reporting on how it used the funds as well as any 
subawards it made. To train federal agencies and recipients of Recovery 
Act funding on complying with their reporting responsibilities, OMB 
conducted a series of “webinars” in July 2009 on topics such as developing 
job creation estimates, prime and subrecipient reporting, and data quality 
requirements. Texas officials commented that OMB guidance related to 
Section 1512 reporting requirements continues to change. As an example, 
they said that as recently as August 2009, programs covered and data 
elements had changed. Texas officials believe these ongoing revisions 
create additional administrative burdens for the state in designing and 
maintaining Recovery Act reporting processes and systems. 

Texas Efforts to Meet 
Recovery Act Section 
1512 Reporting 
Requirements 

 
Texas’s Plans for Reporting 
Have Been Finalized 

Texas officials in the Office of the Governor told us in August 2009 that 
each state agency and institution would report directly to the designated 
federal Web site,40 and the State Comptroller’s Office was establishing a 
process to receive copies of the report submissions to perform a quality 
assurance role for accuracy, completeness, and timeliness. Consistent 
with this quality assurance role, the State Comptroller’s Office also plans 
to perform field audits beginning in August 2009 to help ensure 

                                                                                                                                    
38Pub. L. No. 111-5, Sec. 1512(c), 123 Stat. 115, 287 (Feb. 17, 2009).  

39OMB Memorandums M-09-10, Initial Implementing Guidance for the American 

Recovery and Reinvestment Act of 2009 (Feb. 18, 2009); M-09-15, Updating Implementing 

Guidance for the American Recovery and Reinvestment Act of 2009 (Apr. 3, 2009); and M-
09-21 Implementing Guidance for the Reports on Use of Funds Pursuant to the American 

Recovery and Reinvestment Act of 2009 (June 22, 2009). 

40www.FederalReporting.gov. 
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appropriate policies and processes are established for Section 1512 
reporting. 

 
Texas Has Issued 
Guidance and Conducted a 
Pilot Project to Prepare for 
the Reporting Deadline 

In April 2009, the State Comptroller’s Office issued guidance to state 
agencies and institutions of higher learning related to the use and 
subsequent reporting on Recovery Act funds.41 In May 2009, the State 
Comptroller’s Office, in conjunction with the Office of the Governor and 
LBB, began requiring state agencies and 4-year institutions of higher 
education to report weekly on all Recovery Act funds allocated or 
requested. Additional guidance for the weekly reporting was issued by the 
State Comptroller’s Office in July 2009.42 As of August 7, 2009, 42 state 
agencies reported about $11.5 billion in Recovery Act awards and over 
$2.1 billion in expenditures in the state’s weekly activity reporting. The 
State Comptroller’s Office makes information, such as the amount of 
federal awards received, available to the public on a Web site it 
maintains.43 

To allow Texas agencies and institutions the opportunity to better 
understand and fine-tune the recipient reporting requirements before the 
October 2009 deadline, the State Comptroller’s Office required all state 
agencies and 4-year institutions of higher education that received a 
Notification of Award for Recovery Act funds and had a federal program 
subject to Section 1512 recipient reporting to participate in a pilot project 
of reporting information to the State Comptroller’s Office by July 10, 2009. 
Guidance for this pilot process was issued by the State Comptroller’s 
Office in June 2009.44 Using this pilot process, the State Comptroller’s 
Office compiled all questions and concerns related to the federal reporting 
for resolution with the appropriate state or federal oversight entity, and 
convened a Recovery Act working group on July 31, 2009. The State 
Comptroller’s Office reported that 27 of the 33 state agencies filed Section 
1512 recipient reports for the pilot project. 

                                                                                                                                    
41Texas Comptroller of Public Accounts, “Fiscal Policies and Procedures, J.004” (Apr. 20, 
2009). This guidance was superseded by the State Comptroller’s Office in August 2009. 

42Texas Comptroller of Public Accounts, “Fiscal Policies and Procedures, B.008” (July 15, 
2009). 

43www.window.state.tx.us/recovery/follow/received.php. 

44Texas Comptroller of Public Accounts, “Fiscal Policies and Procedures, B.009” (June 30, 
2009). 
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We provided the Governor of Texas with a draft of this appendix on 
September 8, 2009. A Senior Advisor, designated as the state’s point of 
contact for the Recovery Act, responded for the Governor on September 
10, 2009. In general, the Senior Advisor agreed with the information in this 
appendix, but expressed concern that our discussion on the future of 
Texas’s budget was outside the scope of our work and that we did not 
acknowledge what the Office of the Governor has relayed to us in 
numerous discussions, that Texas has a track record of living within its 
means by cutting spending when necessary. We explained that the purpose 
of the discussion in this section was to provide a perspective on Texas’s 
budget, beyond the current biennium, with the expiration of Recovery Act 
funding. This particular section of the appendix reflects the views and data 
provided by staff from the Governor’s Office, Comptroller’s Office, the 
Legislative Budget Board, and the legislature’s House Select Committee on 
Federal Economic Stabilization Funding. In discussing this section of the 
appendix with the Senior Advisor, we made revisions to reflect the varied 
views of the State’s budget beyond the current biennium.  In addition, 
more contextual perspective was added to the appendix on how the state 
views the guidance and directives received from the federal government 
on what is expected on reporting and monitoring of Recovery Act funds. 
The Senior Advisor also provided technical suggestions that we 
incorporated, where appropriate. 

 
Carol Anderson-Guthrie, (214) 777-5700 or andersonguthriec@gao.gov 

Lorelei St. James, (214) 777-5719 or stjamesl@gao.gov 

 
In addition to the contacts named above, Ron Berteotti, K. Eric Essig, Fred 
Berry, Victoria De Leon, Wendy Dye, Ken Howard, Michael O’Neill, and 
Daniel Silva made major contributions to this report. 
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	 U.S. Department of Education State Fiscal Stabilization Fund. Education approved Texas’s application making more than $2 billion available for education programs, including public schools and higher education. As of September 8, 2009, the state has received 287 applications from school districts for these funds.
	 Highway Infrastructure Investment Program. The U.S. Department of Transportation’s Federal Highway Administration (FHWA) apportioned $2.25 billion in Recovery Act funds to Texas. As of September 1, 2009, the federal government has obligated $1.19 billion for 287 projects to Texas and $47 million has been reimbursed by the federal government. Seventy-eight percent of highway obligations have been for pavement improvements and roadway widening.
	 Workforce Investment Act (WIA) Youth Program. The Texas Workforce Commission has allocated approximately $70 million of the WIA Youth Recovery Act funds, received from the Department of Labor, to 28 workforce development boards within the state. The goal is to expend at least 70 percent of these funds by September 30, 2009. As of August 15, 2009, local workforce development boards had expended approximately $31.5 million and enrolled over 19,500 youth in summer employment activities throughout Texas. Texas is exceeding its target goal of summer employment for 14,420 youth.
	 Weatherization Assistance Program. On July 10, 2009, the U.S. Department of Energy provided the Texas Department of Housing and Community Affairs (TDHCA) access to $163.5 million of the state’s $327 million Recovery Act funding allocation. On September 11, 2009, TDHCA entered into contracts totaling $145.5 million with subrecipients. The remaining $17.8 million will be used for TDHCA administration and technical assistance and training for subrecipients and grantees.
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	 Ensure that 50 percent of apportioned Recovery Act funds were obligated within 120 days of apportionment (before June 30, 2009). The 50 percent rule applies only to funds apportioned to the state and not to the 30 percent of funds required by the Recovery Act to be suballocated, primarily based on population, for metropolitan, regional, and local use. In addition, states are required to ensure that all apportioned funds—including suballocated funds—are obligated within 1 year. The Secretary of Transportation is to withdraw and redistribute to other states any amount that is not obligated within these time frames. As of September 1, 2009, approximately $1.2 billion for highway projects has been obligated using Recovery Act funds. Included is approximately $197 million obligated from the 30 percent of funds suballocated. The rate of obligation for suballocated funds is about 29 percent compared to a 53 percent obligation rate for Texas Recovery Act highway funds in general. Although the obligation of suballocated funds has been slower, Texas officials anticipate that suballocated funds will be obligated within the 1-year time frame required.
	 Certify that the state will maintain the level of spending for the types of transportation projects funded by the Recovery Act that it planned to spend the day the Recovery Act was enacted. As part of this certification, the governor of each state is required to identify the amount of funds the state plans to expend from state sources from February 17, 2009, through September 30, 2010. Following an initial certification by Texas dated March 17, 2009, the U.S. Secretary of Transportation informed Texas on April 20, 2009, that conditional and explanatory certifications were not permitted, and provided guidance. Subsequent to the Secretary’s guidance, Texas resubmitted certifications on May 22, 2009, and July 9, 2009. The Office of the Secretary of Transportation accepted the Texas certification, as of August 13, 2009.
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	 A high-school senior placed as a teacher’s assistant at Houston learning academy attributed her new-found interest in becoming a teacher to her summer youth work experience. While at the academy, the high-school senior worked with students, prepared transcripts, and marketed the school’s services to various media outlets. The academy owner stated that her goal was to teach her youth employees how to behave at a work place and teach them interpersonal and computer skills.
	 Ten participants working for the City of Houston Human Resources Department performed a variety of clerical work. One program participant we spoke with added that he was responsible for helping City of Houston job applicants without computer skills apply for jobs online.
	 A youth working at a city animal shelter was happy that the program took her preferences into account when placing her at a work site. Her goal is to become a veterinarian and she was able to gain first-hand experience about what would be required of her. Her experience included working with veterinarians, taking care of animals, cleaning kennels, and completing intake paperwork.
	TWC and Local Boards Oversee Compliance with WIA Youth Program Requirements
	Boards Are Using Different Work-Readiness Measures to Assess WIA Youth Summer Employment Success
	Contracts Awarded to Administer Recovery WIA Summer Youth Employment Activities

	Texas Expands the Weatherization Assistance Program
	State Fund Allocations to Texas Subrecipients Are Underway
	TDHCA Officials and Some Subrecipients Believe Davis-Bacon Requirements May Delay Spending and Increase Administrative Costs
	Risk-Assessment and Mitigation Approaches Exist or Are Under Development to Monitor the Use of Funds

	 As part of the application process a review is conducted to ensure the entity requesting funds does not have unaddressed compliance issues under any TDHCA program. The previous participation review is required by the Texas Government Code, and helps ensure the ability of the applicant to administer TDHCA programs and to comply with program rules. As a result of these Recovery Act reviews for weatherization fund awards, five subrecipients were found to have noncompliance issues associated with their administration of other TDHCA housing programs. These five subrecipients were originally allocated $27.3 million in weatherization funds before noncompliance issues surfaced. TDHCA is in the process of reviewing alternatives to disburse these funds to the affected communities.
	 To mitigate risks associated with noncompliance and lack of weatherization construction expertise, TDHCA is developing a new training approach. A Request for Proposal was released asking potential vendors to bid on establishing a training and technical assistance academy. Submissions were due by August 7, 2009 and as of September 8, 2009, TDHCA was in process of selecting a vendor. The academy will offer a range of weatherization, energy efficiency, and administrative instruction through a combination of classroom teaching, online instruction, and field work. The administrative portion will include TDHCA regulations and reporting as well as financial accountability. The courses are intended for weatherization subrecipients, subcontractors, subcontractor employees, and TDHCA staff.
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