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Objective and Scope

To determine whether costs reimbursed for selected TxDOT research projects are in
compliance with federal direct and indirect cost allocation requirements, and are allowable
and adequately documented per the Cooperative Research and Implementation Agreement,
and applicable federal and state requirements.

The scope of this audit included research project agreements between TxDOT’s Research
and Technology Implementation Division (RTI) and The University of Texas at Austin’s Center
for Transportation Research active between September 1, 2016 and April 1, 2018.

Overall Conclusion

The University of Texas at Austin’s (UT) Center for Transportation Research (CTR) charged
indirect administrative personnel and vehicle mileage costs as direct costs to TxDOT
research contracts. These costs are unallowable as direct costs per federal and state
requirements and the federal award agreements. Unallowable administrative personnel
costs and vehicle mileage costs totaled $298,661 and $4,002, respectively.

Other costs reimbursed to CTR for the three TxDOT research projects audited met federal
cost allocation requirements and were allowable and adequately documented per federal
and state requirements and the federal award agreements.

UT’s management responses and action plans are included in Appendix Il beginning on page
8 of this report.

Background

The CTR, founded in 1963, is a multidisciplinary and multimodal research institute
organized within The University of Texas at Austin’s Cockrell School of Engineering. CTR’s
mission is to “provide transportation research, education, and public service to travelers
from around the globe and particularly within the state of Texas.” According to CTR’s
website, CTR administers between 150 and 200 research projects and interagency
contracts annually, with approximately $16 million in annual revenue. CTR had 46 active
RTI projects between September 1, 2016 and March 31, 2018.

TxDOT funds transportation research conducted by Texas state-supported universities
through its Research and Technology Implementation Program (Program). The Program is
financed in part through grants from the Federal Highway Administration, U. S. Department
of Transportation, under the State Planning and Research Program (SPR), Part Il (Research),
Section 505 of Title 23, U.S. Code, to improve transportation in Texas.

TxDOT executes contracts with universities or university systems through Cooperative

Research and Implementation Agreements (CRIA), providing the uniform terms and
conditions of conducting research projects. TxDOT RTI manages and oversees the Program
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and annually executes contracts with universities through research project agreements. RTI
typically provides the research project objective and scope, budget, completion dates and
deliverables. Supplemental to the CRIA, the TxDOT Research Manual and University
Handbook provides the policies and procedures of the Program.

For fiscal years 2017 and 2018, RTlI awarded CTR 45 research project agreements and
reimbursed approximately $9.3 million to CTR for research costs incurred from September
1, 2016 through April 1, 2018.

Results

Unallowable costs identified totaled $302,663.

e 56 of 57 reimbursements tested included administrative personnel and/or certain
vehicle mileage costs that are unallowable as direct costs per federal
requirements and the federal award agreements.

Unallowable Administrative Personnel Costs

Unallowable administrative personnel costs totaled $298,661.

e 55 of 57 reimbursements tested included unallowable administrative personnel
costs.

In reviewing the responsibility descriptions and certified effort reports of administrative
personnel allocating effort directly to TxDOT, we determined the charges were not allowable
as direct costs due to the following factors:

e Administrative personnel perform general and routine tasks expected of a
department or research unit to administratively support multiple sponsored projects
or other direct cost objectives, and cannot be identified specifically with and for the
sole benefit of a particular research project. Examples include procurement and
contract monitoring, accounting, billing, purchasing and inventory, human resources,
payroll, monthly vehicle usage, travel authorization requests and reimbursements,
project account reconciliations, deliverables production, and communication.

¢ Administrative personnel costs were inconsistently and inequitably allocated to
TxDOT. Eight CTR administrative personnel allocated an average of 86% of their
combined total effort to 23 of 70 TxDOT projects active between September 1, 2016
and April 1, 2018. On average, 92% of the effort directly charged to TxDOT was
allocated to 18 of 48 RTI research projects, although similar administrative activities
are performed for all sponsored projects and/or operations of CTR. One project
supervisor’'s administrative assistant charged 100% of his effort to an RTI project;
however, he was also conducting activities on other sponsored programs.

Uniform Guidance §200.413 defines a direct cost as those costs that can be directly

assigned to a federal award relatively easily, with a high degree of accuracy, and are treated
consistently for the same purpose in like circumstances. Furthermore, Uniform Guidance
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§200.413 states “administrative personnel costs should normally be treated as an indirect
cost and direct charging of those costs may be appropriate only if they are integral to a
project or activity, individuals involved can be specifically identified with the project or
activity, and the costs are not also recovered as indirect costs.”

Unallowable Vehicle Mileage Costs

Unallowable vehicle mileage costs totaled $4,002.
e 46 of 57 reimbursements tested included unallowable vehicle mileage costs.

Unallowable Project Vehicle Mileage

Nine of 57 reimbursements tested included vehicle mileage costs for vehicles for which
TxDOT also reimbursed vehicle operations and maintenance costs, resulting in $3,229 in
duplicate charges for the operation and maintenance of the vehicles. Per Title 41 Code
of Federal Regulations §301-10.304, vehicle operation and maintenance costs are
inclusive of mileage allowance and therefore non-reimbursable.

Additionally, one reimbursement included $88 of duplicate mileage billing. We identified
monthly vehicle reports and vehicle usage logs that did not always accurately reflect the
correct beginning and ending odometer readings, which led to mileage billed twice to
TxDOT. CTR does not have an internal review process to ensure the accuracy of monthly
vehicle reports and billings prior to submittal to TxDOT.

Unallowable Administrative Mileage Costs

39 of 57 reimbursements tested included general administration mileage totaling $409
that is unallowable as a direct cost per Uniform Guidance §200.413. The administrative
vehicle mileage was for general and routine tasks expected of a department or research
unit and cannot be identified specifically with and for the sole benefit of a particular
research project as required for direct costs. Examples include mail pickup, transporting
general material and supplies, transporting personnel to airport, meetings, and trainings,
and taking vehicle for repairs and maintenance.

Allowable Mileage Rate Exceeded

The mileage rate charged for use of CTR vehicles exceeded the maximum rate allowed
by state law and restricted by the CRIA. TxDOT was charged between 65 cents and 75
cents per mile; however, the maximum mileage rate allowed when the mileage was
incurred ranged between 53.5 cents and 54.5 cents per mile. The mileage rate
differences totaled $1,035 and are included in the unallowable costs associated with
operations and maintenance costs and general administrative duties.

The maximum mileage rate allowed by state law is announced by the Texas Comptroller

of Public Accounts as established by the legislature in the travel provisions of the
General Appropriations Act. CRIA, Article 11 requires “reimbursement for travel
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expenditures not to exceed the limits reimbursable under state law at the time the travel
is undertaken.” CRIA, Article 13 requires “the University bill TXDOT for actual travel
expenses, not to exceed the limits reimbursable under the Texas state law.”

Testing of Select Reimbursements and Cost Items

For the three research projects audited, we reviewed a sample of 123 cost items, excluding
mileage and administrative personnel costs, from a sample of 31 reimbursements totaling
$1,772,693. All cost items, totaling $621,901, and reimbursements reviewed met federal
cost allocation requirements, and were allowable and adequately documented per the
federal award agreements and federal and state requirements.

Recommendations

CTR should:

e Reimburse TxDOT for $302,663 in costs identified as unallowable per Uniform
Guidance and the CRIA.

e Renegotiate an indirect cost rate with RTI that ensures a maximum level of research
and covers applicable indirect costs.

e Establish a process to consistently treat administrative personnel and mileage costs
as an indirect cost and ensure they are not directly charged to federal sponsored
projects in accordance with Uniform Guidance.

e Establish an internal review process to ensure monthly vehicle mileage reports are
accurate.

Recommendations have been communicated to TxDOT management and personnel
responsible for CTR oversight and reimbursement approval.

Auditor Note: In its response, UT asserted certain costs totaling $24,901 should be

considered allowable. RTI and CTR should work together on a final determination of
allowability for the referenced cost items.
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Appendix 1

Methodology

The methodology used to complete this audit included:

e Gaining an understanding of CTR’s procedures and operating processes.

e Conducting interviews with UT’s Office of Sponsored Projects and Office of
Accounting personnel, CTR personnel, the research supervisor for selected projects,
and UT’s federal indirect cost rate negotiation consultant.

e Conducting interviews with TxDOT RTI personnel.

e Reviewing the TxDOT Cooperative Research and Implementation Agreement with the
University of Texas System (UTS), executed November 17, 2017, the TxDOT Research
Project Agreements (federal awards) with CTR, TxDOT Research Manual, and RTI's
University Handbook.

e Reviewing Title 2 Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance), Texas Transportation Code, and Texas Administrative Code.

e Reviewing UTS, UT and CTR’s policies, procedures, and memorandums related to
cost allocation requirements and expenditures of federal awards.

e Reviewing and analyzing administrative personnel position descriptions and reported
effort on TxDOT research projects.

e |dentifying all indirect personnel and mileage costs, plus applied overhead, charged
to the selected projects during the scope period.

Sampling Methodology

Judgmentally selected the following research projects for testing:

Contract Award TxDOT
Term Amount Reimbursed?!

Project Title

Communications and Radar-Supported 3/27/2015 -

Transportation Operations and Planning (CAR-STOP) 8/31/2018 $2,885,167 $2,142,398

Bringing Smart Transport to Texans: Ensuring the

Benefit of a Connected and Autonomous Transport 12//1268//22%11% $2,977,889 $2,293,786
System in Texas

True Road Surface Deflection Measuring Device g;gg?géig $3,185,490 $996,155
1 Cost incurred from project commencement to March 31, 2018 $9,048,546 $5,432,339

During the scope period, TXDOT made 57 reimbursements, totaling $2,686,111 on the
selected projects.
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Tested administrative personnel salary and benefit costs, and vehicle mileage and fuel costs
on all 57 reimbursements for the following requirements:
e Costs were reasonable, necessary and allocable to the project
e Adequate supporting documentation to confirm costs were valid and accurately
calculated and allocated
e Costs were not charged to TxDOT more than once.

Judgmentally sampled 31 of 57 reimbursements, totaling $1,772,693, and tested for
required University and TxDOT approval and required deliverables. Judgmentally sampled
123 individual cost items totaling $621,901 from the 31 reimbursements and tested for the
following requirements:
e Costs were reasonable, necessary and allocable to the project
e Adequate supporting documentation to confirm costs were valid and accurately
calculated and allocated
e Costs were incurred during the award agreement period
e Costs were authorized and approved by required stakeholders (i.e., responsible
University personnel, responsible TxXDOT personnel), as required
e Equipment purchased for TXDOT projects was used solely for the project purpose or
was approved for use on another project.

Data Reliability

Auditors assessed the reliability of project reimbursement data generated from TxDOT’s
PeopleSoft Financials accounting system by comparing the data to project expenditure data
generated from UT’s DEFINE accounting system and project expenditure data provided by
RTI. Auditors also compared active project listings from CTR and RTI to verify all active
projects during the scope period were identified. The project reimbursement data and CTR’s
list of TXDOT projects were determined to be reliable for the purposes of this audit.

Project Information

This audit was conducted for RTI, TXDOT Administration, and the Chief Audit and Compliance
Officer. The audit was included in the fiscal year 2018 Compliance Division External Audit
Plan. Audit fieldwork was conducted from May 2017 through September 2017.

We conducted this audit in accordance with Generally Accepted Government Auditing
Standards and in conformance with the International Standards for the Professional Practice
of Internal Auditing. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. We believe that the evidence obtained provides
a reasonable basis for our findings and conclusions on our audit objectives.
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Appendix 2

OFFICE OF SPONSORED PROJECTS
THE UNIVERSITY OF TEXAS AT AUSTIN

Suite 3.11072 = Building 156 + 3925 West Braker Lane = Austin, Texas 78759

December 20, 2018

Patrick McKinney, CIA

Section Director, External Audit and Advisory Services
Texas Department of Transportation

Compliance Division

RE:  Management Response to Draft Audit Report on the University of Texas at Austin’s
Center for Transportation Research

Dear Mr. McKinney,

Please find below UT Austin’s Management Responses to the four recommendations enumerated
on page five of TxDOT’s subject draft report.

We look forward to continuing the conversation about disposition of the issues identified with
TxDOT management and personnel.

Best regards,

P 4

David Dockwiller, Assistant Director for Sponsored Projects
on behalf of

Renee K. Gonzales

Asst. Vice President for Research

Office of Sponsored Projects

Office of the Vice President for Research
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Recommendation 1: CTR should reimburse TxDOT for $302,663 in costs identified as
unallowable per Uniform Guidance and the CRIA.

Management Response to Recommendation 1:

Regarding Unallowable Administrative Personnel Costs:

The University partially concurs with the majority of the disallowed administrative personnel costs.
The disallowed administrative costs include costs associated with administrative functions unique to
the TxDOT RTI program that are above and beyond the functions performed by administrative
staff in like circumstances on other federally funded projects. We agree that due to the issue of
allocability the aforementioned costs are not readily distinguishable from other costs that were also
direct charged and associated with functions normally petformed by administrative staff in like
circumstances. CIR will work with the Office of Accounting and Financial Management to develop
a service center (see additional information in the response to the third recommendation below).

However, CTR defends as allowable the $23,865.95 (of $298,661 total) associated with Maureen
Kelly. Ms. Kelly’s title is Technical Writer/Editor IV and her role is technical rathet than
administrative in nature. Ms. Kelly’s effort contributions to the three selected awards were
substantive and generally accurately reflected in the charges to each of the three. Ms. Kelly’s effort
has been direct charged to awards, therefore, her effort was excluded in the calculation of the
University’s Facilities and Administrative rate proposal and not charged both direct and indirect.

Regarding Unallowable Vehicle Mileage Costs:

Unallowable Project V' ehicle Mileage

The University concurs with the duplicate mileage billing finding, totaling $88, and agrees to return
the associated funds.

The University provisionally agrees with the finding of duplicate charges for vehicle maintenance
and operations, totaling $3,229. However, moving forward, CTR would prefer—with TxDOT
understanding and approval—to direct charge all costs associated with TxDOT-funded vehicles, as
opposed to use of the previously-used mileage reimbursement.

Unallowable Admpinistrative Mileage Costs
‘The University concurs with this finding, totaling $409, and agrees to return the associated funds.
Allowable Mileage Rate Eixceeded

The University defends as allowable the mileage rate as billed, and thus the cited $1,035 total. 'The
mileage rate is established through the service center process which allows the calculation of a rate
to recover expenses directly associated with providing a good or service in support of the
University’s academic and research missions. While the service center rates exceeded the cited
maximum mileage rate established by state law at between 53.5 and 54.5 cents, the state rate is
applicable to reimbursement for employee mileage in a personal vehicle, rather than as a cap to a
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rate established per University policy to be inclusive of costs associated with supporting research
functions.

Recommendation 2: CTR should renegotiate an indirect cost rate with RTI that ensures a
maximum level of research and covers applicable indirect costs.

Management Response to Recommendation 2:

The University concurs, and welcomes the opportunity to renegotiate an indirect cost rate with RTT.
Current communications from RTT regarding the rate applicable to the next round of project
proposals have been unclear on this point—and the University looks forward to greater clarity.

Recommendation 3: CTR should establish a process to consistently treat administrative
personnel and mileage costs as an indirect cost and ensure they are not directly charged to
federal sponsored projects in accordance with Uniform Guidance.

Management Response to Recommendation 3:

Regarding Administrative Personnel Costs:

The University concurs with this finding, except it retains the right to claim direct costs as outlined
in Uniform Guidance §200.413(a): namely, those assigned to a project relatively easily, with a high
degree of accuracy, and treated consistently for the same purpose in like circumstances. Mote
specifically, CTR retains the right to claim direct administrative personnel costs as outlined in
§200.413(c): those integral to a project, specifically identified with it, explicitly budgeted or
approved, and not also recovered as indirect costs.

Towatd the points of section (c), CTR will work with the University’s Office of Accounting and
Financial Management to develop an Administrative Service Center for salary and fringe personnel
costs, only applicable to those awards which do not reimburse the University’s full rate. The
development of such a center would remove these costs from the negotiated rate’s base, thus
ensuring expenses are not charged both directly and indirectly. Implementation of such a center
would enable ready identification and allocation of those personnel specifically related to (and
budgeted or approved on) a project.

Regarding Mileage Costs:

As described in our response to the first recommendation above, CTR plans to direct charge costs
associated with TxDO'T-funded vehicles. The University concurs with the finding as it relates to
CTR-funded vehicles, and has thus discontinued chatging general mileage to projccts.

Recommendation 4: CTR should establish an internal review process to ensure monthly
vehicle mileage reports are accurate.

Management Response to Recommendation 4:
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The University concurs with this recommendation. CTR will develop an internal process to capture
mileage charges for project-specific travel.
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