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Sources of Info for Today’s 
Presentation…Granting Agencies 

• TXDOT - Local Government Project Procedures Manual 

• Texas Uniform Grant  Management Standards 
• Code of Federal Regulations (e-CFR) 
• US Code (USC) - Title 23 Highways, Title 41 Public Contracts  

• FHWA – FHWA 1273, Federal Requirements for Construction Projects,  

• EPA - Operating Procedures for “Monitoring Construction Activities” at Projects Funded 
Under the Environmental Protection Agency’s Construction Grant Programs, A Guide for 
Grantees 

• FTA – Managing Federally Funded projects 

• City of Austin Administrative Bulletin 08-04 – Grants 
Application and Acceptance Process 

• COA projects – AFA reviews, Audit Findings, etc. 
• And many many others… 
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Today’s Agenda and Objectives 
1. Recognize what is a grant 
2. Understand COA responsibilities as a 

grantee 
3. Explore ways to enhance and improve 

current practices 
 
 

Construction Grants Essentials – Your COA 
CIP is going to be Funded with a Grant… 
Now What? 



Objective #1 
Understand  

What is a Grant 
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What is a Grant? 

(A) (B) (C) 

(D) (E) (F) 

Presenter
Presentation Notes
Group Exercise…. Which of these pictures best illustrates what is a grant?  And why?



What is a Grant? 
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Will you marry me? 

And pay my mortgage 
 

My student loan 

My child support 

Presenter
Presentation Notes




What is a Grant? 
• Non-payable funds 
• For a specific scope/project 
• Fixed time or period 
• Terms and Conditions 
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Presenter
Presentation Notes
Grants are non-repayable funds disbursed by one party (grant makers), often a government department, corporation, foundation or trust, to a recipient , often (but not always) a nonprofit entity, educational institution, business or an individual. Project grants are funded for specific projects to be completed within a fixed or known period of time. Project grants are sometimes awarded competitively and are typified by a specific end product or duration.   They can include grants for research, training, evaluation, planning, technical assistance, survey work, and construction.Non-payable element is what makes a grant different than a loan…



The grantee is the entire legal 
entity even if only a particular 
component of the entity is 
designated in the grant award 
document.  
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If the City fails to comply with any 
term or condition of a grant or rule, 
the granting agency may: 

o Disallow all or part of the cost of the 
activity or action that is not in 
compliance, and seek return of the 
cost; 

o Withhold payments pending 
correction of the deficiencies; 

o Withhold future grants from the 
grantee - not only for a specific 
department but for other city 
departments as well; 

o Terminate the grant in whole or in part.  
10 



The Big Grant Picture 
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In 1950, 
Federal grants 
to states 
totaled  
$2.5 billion 

Source: Federal Bureau of the 
Budget, 1950 
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Trends in Federal Grants  

to State and Local Governments 

Other

General Government

Administration of Justice

Income Security

Health

Education, Training, Employment and Social
Services

Community and Regional Development

Transportation

Agriculture

Natural Resources and Environment
$7B 

$24B 

$91B 

$600B 

$612B 

12 Sources: US Census Bureau 2012 Statistical Abstract;  and White 
House Office of  Management and Budget (OMB) 



Federal Grants Funds  
in Texas 

TEXAS 
Obligations in Thousands of Dollars 

FY 2011 Actual 
FY 2012 

Estimated 
FY 2013 

Estimated 

Airport Improvement Program  
     (DOT, Federal Aviation Administration) 237,804 358,571 157,030 

Highway Planning and Construction 
     (DOT, Federal Highway Administration) 2,882,935 2,909,878 3,050,880 

Transit Formula Grants 
     (DOT, Federal Transit Administration) 450,018 518,887 551,444 

Capitalization Grants for Clean Water 
     (EPA, Office of Water) 68,175 65,301 52,631 

Capitalization Grants for Drinking Water 
     (EPA, Office of  Water) ----- 57,038 52,810 

13 

Sources: US Census Bureau 2012 Statistical Abstract;  and  
White House Office of  Management and Budget (OMB) 

 



Grants Funds at Work in 
Austin CIPs 

Project Funding Sources through Fiscal Year 2012 

10% 

74% 

4% 

12% 

General Government 
(Approx. $36.5M in grants) 

Cash

Debt

Grant

Other

31% 

50% 

4% 

15% 

Enterprise Departments 
(Approx. $79.5M in grants) 

Cash

Debt

Grant

Other

14 
Source: Austin Texas, Capital Improvements Program 2012-13 Five Year Plan 



Grant Needs Identified 
• During Capital Improvement Plan development 
• During budget development discussions with 

departments 
• During performance management reviews 
• Outside organizations contacting the City for 

assistance 
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Grant Funds Utilization 
• Crime Reduction 
• Capital Improvements 
• Neighborhood Revitalization 
• Citizen Support (Homelessness) 
• Community Capacity Building 
• Departmental Peformance Enhancement 
• Special Projects 
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COA CIPs Funded by Grants: 
• Planning and Development Review (PDR) 

o Streetscape and Mobility Improvements – 
construction of sidewalks, bike facilities and 
transit facilities 

o Transportation, Planning and Engineering 
Studies 

• Public Works & Austin Transportation 
o Bikeway Improvements 
o Cesar Chavez Street Improvements 
o Lance Armstrong / Crosstown Bikeway 
o School Safety Sidewalk Project 
o Sidewalk Improvements 
o Traffic Signals 

• Parks & Recreation Department (PARD) 
o Duncan Park – BMX Park Fencing 
o Gus Garcia District Park – new park 

development, including a recreation center 
o Emma Long Metro Park – construction of 

motorcycle trail 
o Walnut Creek Greenbelts – development of 

trail system along Walnut Creek and vicinity 
• Watershed Protection Department (WPD) 

o Flood Control Buyouts 
 

Source: Austin Texas, Capital Improvements Program 2012-13 Five Year Plan 

 

 

• Austin Energy (AE) 
o Alternate Energy – non-traditional 

production of energy such as solar 
and charging stations for electric 
vehicles 

• Aviation 
o Terminal Improvements 
o ABIA Airside Improvements (civil 

projects inside the airfield security 
fence) 

o ABIA Landside Facility Improvements 
o Noise Mitigation 
o Other Improvements – Security 

Upgrades, etc. 
o Funds for airport operations and 

development 
• Economic Growth & Redevelopment 

Services (EGRS) 
o Downtown Austin Alliance AIPP Bike 

Rack 
• Fleet 

o Fuel Facilities Improvements 
• Financial and Administrative Services 

o African American Heritage and 
Cultural facility 

o Asian American Resource Center 
 17 



Objective #2 
Understand COA 

Responsibilities as a 
Grantee 

18 



19 

COA  Responsibilities as a 
Grantee 

 

1.Understand the requirements 
2.Ensure requirements are met 



Departments are responsible for complying with grant 
conditions and program goals, as well as maintaining 
the proper documentation to demonstrate 
compliance.    
 
Departments are also responsible for assuring that 
grants standards are met related to grants 
management, including properly documenting 
procedures, including the identification and 
assessment of internal controls applicable to grants.  

 
COA Administrative Bulleting 08-04  

Grants Application and Acceptance Process  

20 
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When What Who How 

Before initiating 
the procurement 

process.  

Identify if grant 
funding is part of the 

project. 

CMD Lead: Contract 
Procurement DM, CRC 

&/or Buyer.   

Support: Contract 
Manager (CM) & Grants 

Liaison (GL) 

Grant Agreement 
Review. Project 

Initiation Briefing. 
CMD Contract 

Compliance 
Checklists. 

Bid Document 
Preparation 

Ensure grant requirements are 
clearly spelled out in the 
solicitation documents  and 
that bidders are educated on 
the impacts to their price 

CMD Lead: CRC &/or 
Buyer.  

Support: CM & GL 

CMD Contract 
Compliance Checklists 
and  Contract Guide as 

reference 

Letting and 
Award 

Determine Responsive / 
Non-responsiveness 

requirements for grant 
funded projects 

CMD Lead: Contract 
Procurement DM, 
CRC &/or Buyer.  

Support: CM & GL 

Pre-response 
Mtg., CMD 

Contract 
Compliance 
Checklists, 

Contract Guide as 
reference 

Contract 
Execution 

Ensure contractor's  grant 
requirements are clearly 
spelled out in contract, 

including timelines and 
specific deliverables 

CMD Lead: Contract 
Development CRC / CDA or 

CM.   

Support: CM & GL 

CMD Contract 
Compliance 

Checklists and  
Contract Guide as 

reference 

Contract 
Management 

and 
Administration 

Ensure compliance 
with grant 

requirements 

CMD Lead: Contract 
Management. 

  Support: Contract 
Administration & GL 

Post-Award Mtg., 
CMD Contract 

Compliance 
Checklists and  

Contract Guide as 
reference 



Tasks  / Roles & Responsibilities 

City of Austin (Grantee) 

Funding Agency 
(Grantor) Sponsor Dept. 

Project 
Manager 
(or CID) 

CMD 
Team 

• Funding Guidance / Develop Grant RFP       X 
• Solicit Grant Applications       X 

• Write / Submit Grant Proposals and Applications *** Lead Support Support   
• Review Proposals and Grant Applications   X 

• Detailed Scope of Work & Budget(for Grant) *** Writes Support Support Review / Approve 
• Communicate Funding Allocation       X 
• Set Up Grant Agreement Packet       X 

• Execute Grant Agreement X Support Support X 

• Design Consultant RFQ Support Support Lead Review / Approve 

• DESIGN - Contract Execution & NTP  
Review / 
Approve 

Review / 
Approve Lead Review / Approve 

• DESIGN Support Lead Support Review / Approve 

• BID & AWARD Support Support Lead Review / Approve 

• CONSTRUCTION - Contract Execution & NTP  
Review / 
Approve 

Review / 
Approve Lead Review / Approve 

• Perform Site Inspections / Status Evaluations Support Lead Support Spot Checks 

• Submit Progress  & Final Reports Support Lead Support Spot Checks 

• Reports - Progress and Final Support Lead Support Review / Approve 

• Amend Budgets Review Request Support Review / Approve 

• Grant Extensions or Scope Revisions Review Request Support Review / Approve 

• Operation and Maintenance Plans Review Lead Support Spot Checks 

       
         

22 



Regulations & Requirements 
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Code of Federal 
Regulations (CFR) 

Office of Management 
and Budget (OMB) 

Circulars 

State* & Local 
Regulations 

Grant Provisions 
Certifications and 

Assurances 

Notice of 
Grant Award 

Proposal
& Budget 

Notice of 
Funding  

Opportunity 

State & Local  

Regulations 

CIP 
Project 

* Plus…Texas’ Uniform Management 
Act & Standards (UGMS) , etc.  



The Pyramid of Grant Requirements 
 

 

Suspension 
Debarment  
Regulations 

Drug Free 
Workplace 
Regulations 

Lobbying 

Act 

Guidance Policy 
Manuals  

 Davis 

 Bacon Act  

Terms and 
Conditions 

Program 
Regulations 

 

Statutes  

OMB Circulars 

Program  
Statutes 

Appropriations 

Govt. –wide public 
policy requirements 

Agency 
programs and 
administrative 
regulations 

Govt.-wide guidance 
adopted by agencies in 
their regulations 

Authorizations & 
Appropriations 

Grant Agreements, Terms and Conditions 



DBA?...Breakfast at IHOP? 

Sen. James J. Davis (R-PA) and Rep. Robert L. Bacon 
Co-sponsors of the Davis Bacon Act of 1931. 
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TXDOT Requirements  
COA shall: 
• Complete training in Local Government (LG) 

Project Procedures before federal spending 
authority is obligated, and  

• Provide the certificate of qualification to the State. 
 
Training is complete when at least one individual who 
is working actively and directly on the project 
successfully completes and receives a certificate for 
the course entitled Local Government Project 
Procedures Qualification for the TXDOT.   
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TXDOT Requirements…  
COA shall: 
• Obtain copies of contracts between the Prime and 

Subs to ensure: 
o All federal required attachments are included 
o Subs are not debarred 
o Prime performs at least 30% of the work (25% if a HUB) 

• Ensure materials adhere to TXDOT material specs 
and “Buy America” guidelines 

• Obtain project schedule from Prime. Receive 
monthly updates.  

• Employ a TXDOT certified laboratory for project 
material testing.  Contractor test results are not 
acceptable. 

• Obtain certifications for commercial materials 
(concrete plants, scales and trucks) 
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COA shall: 
• Ensure bulletin board contains the required bulletins 

and posters in view of the public. 
• Retrieve payroll documentation from both Prime 

and all Subs weekly.  Review payrolls to ensure 
compliance w/ contract wage rates. 

• Perform Labor Interviews. 
• Project Diaries should be kept.  
• Inspect traffic controls and erosion control devices. 
• Obtain copies of DBE reports and check for 

accuracy. 
• Maintain site plan showing location of erosion 

control devices with date of installation, date of 
replacement, date of removal and measured 
quantity. 
 

28 

TXDOT Requirements…  

Presenter
Presentation Notes




Group Activity 
 

***Jeopardy***  

29 



Objective #3  
Explore Ways to 

Enhance and Improve 
Current Practices 

30 

SUCCESS! 



CMD’s Construction Grants Program 

Program Work 
Plan 

Background, Purpose & 
Objectives Construction Grants 

Essentials  - Training  
Sessions 

1) Your COA CIP is Going to be Funded 
with a  Grant… Now  What?  

2) Common Pitfalls and Strategies for 
Success 

3) Key Area Highlights 
 

Process 
Enhancements 

Construction Grants Essentials 
- Construction Contract Guide  

Checklists, requirements, and reference 
materials for the following four contract 
stages: 
 Bid Document Preparation 

 Letting and Award 

 Contract Execution, and 

 Contract Administration & 
 Management 

CMD’s Discipline 
Experts and Grants 

Liaison  (GL) 
Solutions Providers 

Other Resources - as 
needed (Customized  AFA 

Reviews,  website , 
Professional Services Guides, 

Procedures, etc.) 

31 

Improving grants management and oversight can help ensure that 
resources are used effectively and continue to be available.  

 



CMD Contract Compliance 
Checklists & Construction 

Contract Guide 
1. Bid Document Preparation 
2. Letting and Award 
3. Contract Execution 
4. Contract Administration / 

Management 

32 



33 

  

A.  Bid Document Preparation – Federal and State   Requirements 
  

  

Requirement Reference City Responsibility (Check if Applicable) √   

Bonding & 
Insurance 

  

23 CFR 635.110 
Licensing and Qualification of Contractors 

Submit qualifying / licensing procedures to 
TXDOT/Grantor for approval.  
  
Include approved provisions in bid document. 

    

Government Code 
§2253.021 

  
Transportation Code 

§223.006 
  

Performance bonds required if the contract is in excess of $100,000. 
  
Payment bonds required if the contract is in excess of $25,000 ($50,000 for municipalities). 
  
COA Standard Documents: 
o 00610 - Performance Bond 
o 00620 - Payment Bond 

    

Grant Specific – per state & federal laws, Grant Agreement, Grantor’s rules and policies, etc. 

Confirm with granting agency. Some grantors (like Capital Metro, Travis County and others)  may require they be named 
as additional insured / in the certificate of insurance (COI); or other special requirements associated with bonding and 
insurance.   
  
o _____________________________________ 

    

Railroad Insurance 
Provision 

  
23 CFR 646.107 

Include requirement for railroad insurance in bid 
document when work is in the railroad right-of-way (ROW). 

    

Buy America 
  

23 CFR 635.410 
Buy America Requirements 

Include provisions in bid document . 
  
COA Standard Documents: 
o 00810A  - Standard federal-Aid 

Assurances 
o 00686 – Buy American Preferences 

    

Transportation Code 
223.045 

  

If TXDOT/Grantor awards the contract and/or  
the work is on the state highway system 
without federal aid; bid docs. must contain the 
same preference provisions for steel and steel 
products that are required under federal law for 
a federally funded project. 

    

Change Orders 
23 CFR 635.120 

Changes and extra work 

Develop procedures outlining the conditions under which a change order is allowed and include in bid document.     

Child Support 
Documentation 

Family Code §231.006 

Include language required by state statute 
verbatim in bid document. 

    

Claims 23 CFR 635.124 Participation in contract claim awards and settlements 

Develop procedures outlining the conditions under which a claim is allowed and include in bid document.     

Contract Time 
23 CFR 635.121 

Contract time and contract time extensions 
  

Grant recipients should have adequate procedures for determining contract time.   (And per change orders requirements; 
develop procedures outlining the conditions under which a change order is allowed and include in bid document.) 
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Buy America 
General. All steel and iron products must be of domestic origin. All manufacturing processes must take 
place domestically. Current regulations require the use of domestic steel and iron in federally funded 
highway construction. All foreign steel and iron materials and products are covered by Buy America 
regulations regardless of the percentage they comprise in a manufactured product or the form they 
may take. The regulations allow bidders and the City some latitude through minimum use, waivers and 
alternate bids.   
  
As previously mentioned, all manufacturing processes must take place domestically. Manufacturing 
begins with the initial melting and mixing, and continues through the coating stage. Any process that 
modifies the chemical content, the physical size or shape, or the final finish is considered a 
manufacturing process. These processes include rolling, extruding, machining, bending, grinding, 
drilling and coating. Coating includes epoxy coating, galvanizing, painting, or any other coating that 
protects or enhances the value of the material. 
  
Buy America does not apply to raw materials (iron ore and alloys), scrap, pig iron or processed, 
pelletized, and reduced iron ore. Insufficient domestic supplies of raw materials caused FHWA to issue 
a nationwide waiver allowing foreign source supplies of these items.  If domestically produced steel 
billets or iron ingots are shipped overseas for any manufacturing process, and then returned to the 
U.S., the resulting product does not conform to the Buy America requirements.   
  
The manufacturing process for a steel/iron product is considered complete when the product is ready 
for use as an item (e.g., fencing, posts, girders, pipe, manhole cover, etc.) or could be incorporated as a 
component of a more complex product through a further manufacturing process (e.g., the case for a 
traffic signal head). The final assembly process does not need to be accomplished domestically so long 
as the steel/iron component is only installed and no manufacturing process is performed on the 
steel/iron component. 
  

              
                  

  
                

         
  

                  
                  

               
              

               
               



Making the Project a Success 
This is YOUR project! 
Granting Agency staff is available to give advice and 
guidance, but ultimately COA staff is in control and 
responsible for COA projects’ success. 
 
COA Staff is responsible for managing  
the day-to-day operations of COA  projects. 
 

Responsible Charge means: 
• Aware of the day-to-day operations on the project 
• Aware of and involved in decisions about changed conditions which require 

change orders or supplemental amendments 
• Aware of the qualifications, assignments, on-the job performance, etc. of the 

consultant staff at all stages of the project, and 
• Visiting the project on a frequency that is commensurate with the magnitude 

and complexity of the project  
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Accepting the Grant Award 
Receiving the Award 
Agreement 
After the Grantor finalizes your award, 
you will receive a Grant Award 
Agreement, which will 
include the following: 

1. Your application 
2. The Award document 

(including project budget) 
3. Terms & Conditions of the award 
4. Additional documentation 

 
Before you sign the award 
agreement, it’s important that 
you review and understand the 
award document completely. 
 

YOU DID IT!!! 
CONGRATULATIONS! 
The Grantor has selected COA to 
receive a Grant Award 

 
Finalizing the Grant 
Award 
After your selection, the Grantor 
will work with City staff to finalize 
the specifics of the award. A 
number of items may need to be 
addressed during this time, such 
as: 

- Budget costs 
- Work Plan specifics 
- Pre-award issues 
- and more…  
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Reviewing the Grant Award 
The Budget Summary  
The budget summary should appear 
as it does in your application. 
Though, occasionally, Grantors 
negotiate budget changes 
with applicants during the award 
phase. 
 
The award document reflects these 
negotiations, so differences can 
appear between your proposed 
budget and the awarded budget. 

 

Reviewing the Grant 
Award 
When you receive the grant award, 
double check the following to 
ensure the same information 
appears on both the award and 
your application: 
1. The Grant Award Amount 
2. The Project Time Period 
3. Budget Summary Review (including 

indirect costs) 
4. Cost-Share (if applicable) 

37 



Elements included in a 
Typical Grant Agreement 

• Purpose 
• Term – start & end dates 
• Conditions of the Award 
• Grantee Responsibility 
• Project / Budget Modifications 
• Recordkeeping 
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Terms & Conditions Review 
Recipient’s Accounting 
Requirements 
Many of grant recipients manage 
multiple grant awards simultaneously. 
Ensure that your accounting system 
can perform the following functions: 
1. For organizations with multiple federal 

grants, funding form each grant should 
be kept separate from all other grants 
in the system. 

2. For each grant, the system should 
show the total amount received and 
the total amount spent at any given 
point in time.  
 

Terms & Conditions Review 
Your Grant Award will include at least 
two types of Terms & Conditions: 

Administrative Conditions: 
Explains payment procedures, 
applicable regulations, legal 
requirements, and required 
administrative reports. 
Programmatic Conditions: 
Details reporting and special 
performance requirements. 

 
The Terms & Conditions section can 
be several pages long, but it 
contains essential information that 
warrants your thorough review. 
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Project Initiation 
Briefing 

• Once an executed grant agreement is obtained 
and reviewed by the PM and CMD staff, a project 
initiation briefing meeting will be conducted.   

• The meeting will be a chance for CMD staff and the 
PMs to discuss the basics of the grant agreement 
including timeline, reporting expectations, financial 
management, and procurement strategy to ensure 
grant requirements are properly addressed on a 
timely basis -  before requirements become a last 
minute crises and/or expose COA to the potential 
risk of losing grant funding. 
 
 40 



Carrying Out Grant Activities 
Allowable Costs 
Before using federal funds for any 
expense, recipients should ask 
themselves the following 3 Cost  
Questions: 

1. Is the cost within the project’s  
approved scope? 
2. Is the cost PERMISSIBLE under 
Federal Regulations? 

-Does it meet Federal Cost Principles? 

3. Is the cost REASONABLE and 
NECESSARY? 

-Does the cost reflect what a 
reasonable person might pay, AND is 
it needed to achieve the project’s 
objective? 

 

Monitoring 
COA Staff is responsible 
for managing the day-to-
day operations of COA  
projects. 
 
Grantors will monitor our progress 
through the use of status reports, 
correspondence (phone & email), 
audits, and site visits.  
 

Grantors monitor grant projects to  
ensure terms and conditions are  
being met and to identify 
potential problem areas and 
provide technical assistance if 
necessary.  
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Carrying Out Grant Activities 

Don’t make a questionable 
expenditure first and ask later, 
because you may have to 
reimburse the Grantor for those 
unallowable costs. 

ALLOWABLE COSTS  
VS. 
UN-ALLOWABLE COSTS 
All grant funding should ONLY be 
used for the purposes outlined in 
the approved work plan. 
(Follow this guiding principle and 
you will avoid most accounting 
pitfalls) 
 
Examples of Unallowable Costs: 

• Alcohol 
• Entertainment 
• Lobbying 
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Complying with the  
Terms & Conditions 

 
Regularly review Terms & 
Conditions throughout the 
duration of the project.  
 
It’s the best way to ensure that we 
stay in compliance with project’s 
requirements. 

 

Grants will include several 
of the following topics in 
the Terms and Conditions 
section: 
• Filing Financial Reports 
• Contracting with MBE/WBE/DBEs 
• Submitting Progress Reports 
• Submitting Technical Reports 
• Compliance w/ Lobbying 

Restrictions 
• Avoid contracting w/ Excluded 

Parties (see www.epls.gov) 
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Reporting 
 

COA is required to submit to the 
Grantor DBE forms on a semi-
annual or quarterly basis 
depending on the grant award. 

Grantors require that 
recipients periodically 
submit financial and 
progress reports. 
 
Financial reports require 
disclosure of: 
• Total award dollars 
• Award dollars used to date 
• Program income earned to date 
• Cost-share contributions to date 

44 



Requesting Payments 
If you or your contractors regularly 
request more funds than 
necessary, grantors may place 
COA on a more restrictive 
payment plan and monitoring 
schedule. 

Be aware Grantors require and 
monitor that recipients only 
request the amount necessary 
to cover immediate project 
costs.  Therefore, we should 
request payment on an “as 
needed” basis.  
 
Additionally, COA must monitor 
our contractors and make sure 
that they only request enough 
money to cover their 
immediate costs. 
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Changes to the Grant 
Examples of changes: 
• A change in a key person 

identified in the application 
or award document (i.e. 
Project Manager). 

• The transfer of funds from 
one expense category to 
another. 
 

If significant changes become 
necessary for our COA project to 
be successful, you should discuss 
these with your Grantor.  
 
Lack of prior notice may result in a 
recipient having to reimburse the 
Grantor for the subsequent costs. 
 
Any changes must be within the 
scope of the grant award and 
approved by the Grantor. 
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Solutions for Project 
Difficulties 

If your COA project happens to fall short of its 
objectives, but our organization has followed the work 
plan and made a strong effort to complete the 
project, Grantors will likely do everything they 
reasonably can to help us solve our project problems.  
 
Keep your Grantor informed of your progress, and 
work together to find an appropriate solution. 
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Let’s Recap 
 • COA staff is in charge of the project. The grant funding is 

available to help us achieve our project goals. 
• As recipients, we must review each cost before using 

federal funds to ensure it is allowable. 
• Grantors monitor grant progress through several recipient-

submitted reports (e.g. progress, financial, DBE). 
• The Terms & Conditions specify how and when we must 

submit the grantors’ required reports. 
• We must request payment amounts only covering 

immediate project costs.  
• As recipients, we must notify Grantor if we plan to make 

changes in scope and/or budget. 
o Lack of prior notice may result in COA having to 

reimburse the grantor for the subsequent costs.  
48 



Wrap-Up 
Objectives 
1. Recognize what is a grant 
2. Understand COA responsibilities as a grantee 
3. Explore ways to enhance and improve current 

practices 
 

Strategies For Success… 
• Understand COA Responsibilities.  Make sure you 

know what is required of you from the beginning 
• Conduct grant – required tasks / activities 

according to the established requirements 
 49 



Final Thoughts 
Since the capital improvement project process is on-
going, as are our city needs, it is most likely that COA 
will continue to seek grant funding for other projects in 
the future.   
 
With the growth of grant funding over the past few 
decades, the increasing role of grants in achieving 
the City’s objectives, and constrained resources 
available to meet diverse needs, attention to 
improving grants management and oversight can 
help ensure that resources are used effectively and 
continue to be available.  

50 
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Bonus Lesson… 

52 



CMD Contract Compliance 
Checklists & Construction 

Contract Guide 
1. Bid Document Preparation 
2. Letting and Award 
3. Contract Execution 
4. Contract Administration / 

Management 

53 
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A.  Bid Document Preparation – Federal and State   Requirements 
  

  

Requirement Reference City Responsibility (Check if Applicable) √   

Bonding & Insurance 
  

23 CFR 635.110 
Licensing and Qualification of Contractors 

Submit qualifying / licensing procedures to 
TXDOT/Grantor for approval.  
  
Include approved provisions in bid document. 

    

Government Code 
§2253.021 

  
Transportation Code 

§223.006 
  

Performance bonds required if the contract is in excess of $100,000. 
  
Payment bonds required if the contract is in excess of $25,000 ($50,000 for municipalities). 
  
COA Standard Documents: 
o 00610 - Performance Bond 
o 00620 - Payment Bond 

    

Grant Specific – per state & federal laws, Grant Agreement, Grantor’s rules and policies, etc. 

Confirm with granting agency. Some grantors (like Capital Metro, Travis County and others)  may require they be named 
as additional insured / in the certificate of insurance (COI); or other special requirements associated with bonding and 
insurance.   
  
o _____________________________________ 

    

Railroad Insurance 
Provision 

  
23 CFR 646.107 

Include requirement for railroad insurance in bid 
document when work is in the railroad right-of-way (ROW). 

    

Buy America 
  

23 CFR 635.410 
Buy America requirements 

Include provisions in bid document . 
  
COA Standard Documents: 
o 00810A  - Standard federal-Aid Assurances 
o 00686 – Buy American Preferences 

    

Transportation Code 
223.045 

  

If TXDOT/Grantor awards the contract and/or  
the work is on the state highway system without 
federal aid; bid docs. must contain the same 
preference provisions for steel and steel products 
that are required under federal law for a 
federally funded project. 

    

Change Orders 
23 CFR 635.120 

Changes and extra work 

Develop procedures outlining the conditions under which a change order is allowed and include in bid document.     

Child Support 
Documentation 

Family Code §231.006 

Include language required by state statute 
verbatim in bid document. 

    

Claims 23 CFR 635.124 Participation in contract claim awards and settlements 

Develop procedures outlining the conditions under which a claim is allowed and include in bid document.     

Contract Time 
23 CFR 635.121 

Contract time and contract time extensions 
  

Grant recipients should have adequate procedures for determining contract time.   (And per change orders requirements; 
develop procedures outlining the conditions under which a change order is allowed and include in bid document.) 
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B. Letting and Award - Federal and State Requirements 
Requirement Reference City Responsibility (Check if Applicable)   

Addenda 23 CFR 635.112 
  

Obtain the approval of TXDOT / Grantor prior to 
issuing addenda which result in major changes to 
the solicitation  document.   
  
Provide assurance that all offerers have received all 
issued addenda.  
  
NOTES: 
Minor addenda need not receive prior approval but 
may be identified by the grantee at the time of or 
prior to requesting the grantor’s concurrence in 
award.   TXDOT’s definition of “Minor” addenda 
includes minor quantity changes and correction of 
obvious errors, but does not include changes to 
geometric features, approved specifications or 
safety appurtenances.     (*** Advising 
TXDOT/Grantor of any proposed addenda before 
release to prospective bidders/offerers is 
recommended to  avoid potential participation 
issues. ***) 

  

Advertising 23 CFR 635.112 
  
Government Code 
§2155.083 
  
Transportation Code 
§223.002 
  
Local Government 
Code 252.041 
(municipalities) 
  
Local Government 
Code 262.025 

 
  

Must be after TXDOT/Grantor authorization.  No 
work shall be undertaken on any federal-aid 
project, nor shall any project be advertised for bids 
prior to authorization by TXDOT/Grantor. 
  
Minimum 3 weeks in advance of bid opening.  The advertisement and approved plans and specifications 
shall be available to bidders a minimum of 3 weeks prior to opening bids except that shorter periods 
may be approved by the grantor in special cases when justified.  
  
Advertise the place and time bids are to be opened and  read.  
  
Cities and counties should consider placing a notice on the Comptroller’s internet site (Electronic State 
Business Daily) a minimum of 21 days prior to bid opening. 
  
Newspaper advertisements must be placed at least two weeks prior to bid opening and run each week. 
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C. Contract Execution - Federal and State Requirements 
Requirement Reference City Responsibility (Check if Applicable)   

Federal-Aid 
Assurances 

Form FHWA 1273 
  

23 CFR 633 

Must be included verbatim in all contracts and 
subcontracts. 
  
o COA Section 00630 Nondiscrimination 

Certificate (all projects); 
  
o COA Section 00631 Title VI Assurances 

Appendix A  (all projects);  
  
o COA Section 00810A Standard Federal-

Aid Assurances w/ latest form FHWA 
1273 (federally-funded projects only) 

  

Bonding & 
Insurance 

  

Government Code 
§2253.021 

  
Transportation Code 

§223.006 

Performance bonds required if the contract is 
in excess of $100,000. 
  
Payment bonds required if the contract is in 
excess of $25,000 ($50,000 for municipalities) 
  
Other: Granting agency as additional insured? 

  

Workers’ Compensation 
Insurance 

Labor Code §406.096 

Ensure the contractor has filed the required certificate of insurance prior to contract execution. 

  

Railroad Insurance 
Provisions 

23 CFR 646.107 
23 CFR 646.216 

Ensure that contractor has submitted the required insurance. 
  
Ensure that railroad agreement has been executed prior to contract execution. 

  

Child Support 
Documentation 

  

Family Code 
§231.006. 

  

Collect names and social security numbers of all individuals owning 25% or more of company awarded 
the contract.   

Disadvantaged 
Business Enterprises 
(DBE), Historically 

Underutilized 
Businesses (HUB), and 

Small Business 
Enterprises (SBE) 

49 CFR 26 
  

Review DBE participation to ensure contract goals are satisfied in accordance with provisions 
contained in the bid document prior to contract execution. 
  
***Secure SMBR approval.***   

Texas Administrative 
C d  §9 55 

  

Review SBE participation to ensure contract goals are satisfied in accordance with provisions contained 
in the bid document prior to contract execution. 
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D. Contract Administration / Management - Federal and State Requirements 
  

Requirement Reference City Responsibility (Check if Applicable) √   

Americans with 
Disabilities Act (ADA) 

  
49 CFR 37 

Ensure all facilities are in compliance.  
  
Secure TDLR reviews and inspections. 

    

Change Orders 23 CFR 635.120 
  

Develop definition of major / non-major change 
orders.  Secure granting agency approval of 
definition. (Preferably taken care of before bid) 
Administer in accordance with approved 
procedure. 
  
Gain approval of major changes before starting 
work. 
  
Approval of non-major changes can be given 
later if definition developed and approved by 
granting agency.  
  
Have documented cost analysis of negotiated 
prices. 

    

Claims 23 CFR 635.124 
  

Develop claims procedure as required and administer in accordance with procedures developed.     

Contractor Purchase of 
Equipment for City 

  

23 CFR 140 
OMB Circular A-87 

  

When a city must purchase equipment to adequately meet the construction engineering 
requirements of a Federal-aid project, participation in purchase cannot be direct, but must be 
amortized. 

    

Convict (Inmate) Labor 23 CFR 635.117 
Ensure that the contractor does not use convict labor.     

Differing Site 
Conditions 

23 CFR 635.109 

Should such a condition exist, handle in accordance with provisions contained in contract 
document. 
  

    

Disadvantaged 
Business Enterprises 
(DBE), Historically 

Underutilized 
   

  
  

49 CFR 26 
  

Monitor progress / good faith efforts through monthly DBE progress reports submitted by the 
contractor. 
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Change Orders 
General.  Grantor must approve all changes to the contract. The construction industry recognizes that it is unrealistic to expect that a 
construction project could be built without deviating from the project plans. Project designers should be diligent and exercise due care 
in developing the plans. However, there are many peculiarities (e.g., unforeseen site conditions, utility conflicts, changes in the 
geology, etc.) that can arise during construction and virtually every project should expect changes. Only the construction engineer is in 
a position to judge the adequacy of project designs and respond to needed changes. 
  
Grantors like TXDOT must formally approve proposed major extra work or major changes in the contract plans and provisions before 
work begins. However, when emergency or unusual conditions justify, the grantor may give advance verbal approval and confirm such 
approval with formal approval as soon as practical. Non-major changes and non-major extra work also require formal approval. 
However, such approval may be given retroactively at Grantor’s discretion. 
  
The City, with Grantor concurrence, should establish and document specific parameters for non-major change and non-major extra 
work.  For example, according to TXDOT the definition of a major change is a change that: 

• reduces the geometric design or structural capacity below project design criteria (any reduction in geometric design which 
would normally have required a design exception) 

• increases the contract by 25% of the original contract or by $300,000 whichever is less 
• changes project limits 
• any change in the Traffic Control Plan (TCP), which reduces the capacity as shown on the plans for the through traffic or the 

traffic on major cross streets 
• settlement of a dispute or 
• changes the access on a controlled access highway 
  

Early coordination between the City and Grantor is essential in the review of change orders. 
There are at least five basic components that Grantors consider during their review of change orders. These considerations are: 
a. Impact on the Original "Scope of the Work".  Typically, if the proposed change falls within the previously authorized scope of work, 
then Federal and State participation follows. 
b. Eligibility. Granting agencies are often asked to approve change orders to correct work because of a design or construction 
engineering error.  Federal-aid participation in errors that may reasonably be expected to occasionally occur (despite the exercise of 
normal diligence) may be justified, as long as the City's carelessness, negligence, incompetence or under-staffing were not contributing 
factors. 
c. Consultant Design Errors. Federal policy regarding participation in consultant design errors is that the consultant should pay for the 
cost of the new design, but is generally not held responsible for additional construction costs resulting from such errors, as long as the 
errors are not a result of gross negligence or carelessness. If gross negligence or carelessness is determined, neither State nor Federal 
funds can be used to pay for needed design or construction. 
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d. Basis of Payment. The City must perform and suitably document the cost analysis for each negotiated work change order. The method 
and degree of analysis are the City's decision; however, the process should be acceptable to the Grantor. Force account procedures 
should only be used as a last resort when agreement cannot be reached on the price of a new work item, or when the extent of the 
work is unknown or of such character that a price cannot be determined to a reasonable degree of accuracy. 
e. Time Extensions. The change order should also provide the time needed to accomplish the work. Contract time extensions granted by 
the City that affect project costs or liquidated damages shall be subject to the concurrence of the Grantor and will be considered in 
determining the amount of Federal participation. 
  
Federal Regulations 
a. 23 CFR 635.120 Design-bid-build – All changes to projects on the National Highway System must be approved by the FHWA.  TXDOT 
assumes this responsibility for projects administered under the provisions of the TXDOT//FHWA Stewardship/Oversight Agreement for 
Design and Construction. The bid documents should include language describing administration of change orders. 
b. Design-build – Since design and construction are performed under the same contract it is not anticipated that change orders for plan 
errors or omissions would be approved.   However, if the Grantor directs changes to a design-build contract after work begins, a change 
order may be appropriate. 
  
State Regulations 
a. Local Government Code 252.048 
i. The governing body of the municipality may approve changes. 
ii. The total contact price may not be increased unless there are available funds. 
iii. The original contract price may not be increased by more than 25%. 
iv. The original contract price may not be decreased by more than 25% without the consent of the contractor. 
b. Local Government Code 262.031 – County Commissioner’s Court has authority to make changes. The total contract cost may not be 
increased unless there are available funds. 
c. Local Government Code 271.060 – A governing body may approve change orders if there are available funds. 
  
Required Practices 
a. For all projects on the state system, TXDOT must approve all changes to the types of safety appurtenances, geometric design criteria, 
and structural design of pavements and structures (including drainage structures) before the City gives the contractor authority to 
proceed with the change. This policy applies regardless of whether there are state funds in the project. 
b. Changes on all projects with state or federal funds must be approved by Grantor. Failure to coordinate with Grantor before issuing a 
change order may jeopardize Grantor participation. 
c. For all projects with state or federal funds, Grantor approval of changes will be governed by the type and extent of Grantor funding.  
Details will be covered in the funding agreement. There are several possible scenarios: 
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i. Grantor participates in a fixed amount based on a percentage of the estimated contract cost and additional Grantor funding is not 
sought. 
1. If the contract price as awarded is less than the fixed amount, Grantor will approve all change orders for participation until their 
fixed amount is reached. The change orders must be within the scope of the agreement with Grantor. The City should not consider 
additional work just to “use up” the available funds. Subsequent change orders do not require Grantor approval except as outlined in 
3.a. 
2. If the contract price is equal to or greater than estimated, change orders do not require Grantor approval except as outlined in 3.a. 
ii. Grantor participates in a percentage of the contract and there is an upper limit to Grantor financial participation. 
1. Change orders will require Grantor approval for participation until the upper limit is reached. Subsequent change orders do not 
require Grantor approval except as outlined in 3.a. 
iii. Grantor participates in a percentage of the contract and there is no upper limit to Grantor financial participation. 
1. All change orders will require Grantor approval for participation. 
d. For projects with state and/or federal funds, TXDOT follows FHWA Texas Division policy guidance for participation. Participation in 
change orders is NOT permitted for additional costs for delays in purchasing right-of-way, adjusting utilities, and other delays that 
are not the responsibility of the contractor.  Participation is also not permitted for the cost to correct design errors. 
e. Change orders on projects that are either not on the state system or anticipated to be on the state system and do not have state 
or federal funds do not need to be submitted to Grantor for approval. 
f. Design-build – Since design and construction are performed under the same contract it is not anticipated that change orders for 
plan errors or omissions would be approved. However, TXDOT/Grantor may direct changes to a design-build contract after work 
begins, in which case a change order may be appropriate. 
  
City Responsibilities 
a. TXDOT/Grantor retains approval authority over all change orders and time extensions. This authority also determines Federal 
participation limits. 
b. The City must submit changes for TXDOT/Grantor approval in accordance with “Required Practices”. 
  



End to End Process for Grant Oversight – Red Flag Areas 

Solicitation Proposals Pre-Award 
Review Award Cash 

Request 
Pay / 

Entitlement 
Cash 

Disbursement Post Award Award 
Close-Out 

PRE-AWARD RISKS ACTIVE AWARD RISKS AWARD END RISKS 
○ Funding Over Time ○ Unallowable, Unallocable, Unreasonable Costs ○ No / Late Reports 
○ Conflict of Interest ○ Inadequate Documentation ○ Cost Transfers 
○ False Statements ○ General Ledger Differs from Draw Amount ○ Spend-Out 
○ False Certifications ○ Burn Rate 

○ No / Late / Inadequate Reports 
○ Financial Adjustments 

○ Duplicate Funding ○ Unmet Cost Share 
○ Inflated Budgets ○ Sub-Awards, Contracts, Consultants   
○ Candidate Suspended / 
Debarred ○ Duplicate Payments 

○ Excess Cash on Hand / Cost Transfers 
  

○ New Awardee   

○ Unreported Program Income   
  

  
Anomalies:   
Cost Transfers to Other Projects or Contracts   

Multiple Payments of Same Invoice   

Excessive Costs / Large Budget Reallocations   

Multiple Adjusting Entries   

Unallowable Charges for Interest, Travel, Excess Salary   

Break in drawdown trend: 25% increase in drawdowns over the past 6 
months   

History of Incomplete, inadequate and untimely project reports   

Class 2 preview…. 

Presenter
Presentation Notes
Unallowable costsMisallocation of costsExcessive cost transfersInaccurate effort reportingInadequate sub-recipient monitoringAdministrative & Clerical CostsNoncompliance with Assurances and special terms and conditions of awardDelinquent closeout reporting
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