AASHTO Technology Implementation Group

Nomination of Technology Ready for Implementation

	Sponsor
	Nominations must be submitted by an AASHTO member DOT willing to help promote the technology.
	1. Sponsoring State DOT: Texas

	
	
	2. Name: Martin Rodin

	
	
	Title: Division Director

	
	
	Mailing Address: 125 E. 11th St.

	
	
	City: Austin
	State: Texas
	Zip Code: 78701

	
	
	E-mail: martin.rodin@txdot.gov
	Phone: 512-416-2038
	Fax: N/A

	
	
	3. Is the Sponsoring State DOT willing to promote this technology to other states by participating on a Lead States Team supported by the AASHTO Technology Implementation Group? 
Please check one:  FORMCHECKBOX 
 Yes     FORMCHECKBOX 
 No

	Technology Description (10 points)
	The term “technology” may include processes, products, techniques, procedures, and practices.
	4. Name the technology:
Federal Safe Harbor Indirect Cost Rate

	
	
	5. Please describe the technology: 
The Texas Department of Transportation (TxDOT) is one of ten state DOTs identified to participate in a Financial Management Improvement (FMI) initiative to test and evaluate the availability and utilization of a safe harbor indirect cost rate.  Texas submitted the proposal to the Federal Highway Administration (FHWA) as a proposal for the FMI Plan to explore and test financial management efficiencies, who in turn approved the plan for testing to evaluate the concept for consideration in future regulation, policy, and/or guidance.  The test ran for three years and was successful enough to extend to the rest of the state DOTs for implementation.  Official regulation changes are still pending.

	
	
	6. If appropriate, please attach photographs, diagrams, or other images illustrating the appearance or functionality of the technology. (If electronic, please provide a separate file.)

Please check one:   FORMCHECKBOX 
 Yes, images are attached.     FORMCHECKBOX 
 No images are attached.
      Please list your attachments here.

	State of  Development (30 points)
	Technologies must be successfully deployed in at least one State DOT. The AII selection process will favor technologies that have advanced beyond the research stage, at least to the pilot deployment stage, and preferably into routine use.
	7. Please describe the history of the technology’s development. 
Smaller firms, including many DBE firms, often lack the financial sophistication to produce an indirect cost rate, or they may not have the resources to hire a CPA to produce an audited Federal Acquisition Regulation (FAR) compliant indirect cost rate.  This proposal will greatly benefit new or start-up firms which generally do not have a contract cost history to use as a base for development of an indirect cost rate.  A lack of cost history often creates the necessity for a development and use of provisional indirect cost rate with follow-up audit and contract billing adjustment once they obtain sufficient cost history.  In addition to the additional audit resources needed for new and existing small firms, the current audit requirements can place an undue burden on some consultants and may create a barrier for otherwise eligible firms in competing for federally funded contracts.

	
	
	8. For how long and in approximately how many applications has your State DOT used this technology? 
The test began on July 1, 2013 and concluded on June 30, 2016.  FHWA has provided an extension on utilization of the Federal Safe Harbor Indirect Cost Rate for an additional six months, pending a formal adoption.

	
	
	9. What additional development is necessary to enable routine deployment of the technology? 
TxDOT was required to revise their rules in the Texas Administrative Code related to consultant services indirect cost rates.  TxDOT believes that the implementation of this idea will reduce the workload within their Professional Engineering Procurement Services Division and throughout the agency in the monitoring of this program.

	
	
	10. Have other organizations used this technology? Please check one:  FORMCHECKBOX 
 Yes     FORMCHECKBOX 
 No

If so, please list organizations and contacts.

	
	
	Organization
	Name
	Phone
	E-mail

	
	
	Alabama DOT
	Carissa Adams
	334-242-6366
	adamsca@dot.state.al.us

	
	
	California DOT
	Nancy Shaul
	916-323-7940
	nancy.shaul@dot.ca.gov

	
	
	Michigan DOT
	Carol Rademacher
	517-373-3382
	rademacherc@michigan.gov

	
	
	Ohio DOT
	Lyle Flower
	614-466-7618
	lyle.flower@dot.ohio.gov

	
	
	Washington State DOT
	Laura Trainer
	360-705-7020
	trainel@wsdot.wa.gov

	Payoff Potential (30 points)
	Payoff is defined as the combination of broad applicability and significant benefit or advantage over other currently available technologies.
	11. How does the technology meet customer or stakeholder needs in your State DOT or other organizations that have used it?
23 USC l 12(b)(2) requires architecture and engineering (A/E) firms to annually submit an indirect cost rate prepared in accordance  with the FAR Cost Principles.  This program will allow this requirement to be set-aside and enable states and consultants to use an established safe-harbor rate.  The use of a safe-harbor rate by A/E firms will be completely optional as each firm providing a FAR compliant rate based upon its actual indirect costs is still the preferred methodology.  The use of a very conservative safe­ harbor rate should encourage firms to work toward this preferred outcome.  This program provides a significant benefit for those firms that cannot produce a rate and broaden the pool of consultants competing for Federal contracts.

	
	
	12. What type and scale of benefits has your DOT realized from using this technology? Include cost savings, safety improvements, transportation efficiency or effectiveness, environmental benefits, or any other advantages over other existing technologies. 
The greatest reduction in overall costs will be to the individual consultant firms.  The cost of obtaining a CPA FAR audit and of implementing a relatively complex cost accounting system may be insurmountable to some smaller firms, and may prevent them from competing for state and local agency administered federally funded contracts.  FHWA and states should also see a significant cost reduction when contracting with firms that accept the safe-harbor rate since the rate will be lower than the industry average and will not necessitate use of extensive validation procedures.  This also provides an opportunity for smaller firms to participate on TxDOT contracts where they may not have otherwise been able to do so due to a lack of an overhead rate.
Use of an established indirect cost rate may, in some cases, decrease contracting times and eliminate the need for establishing a provisional rate thus reducing delays in commencing work on the project.
Accountability will improve as a number of A/E firms will be using a specific pre-determined indirect cost rate that will not be subject to errors or the need to recover funds due to large fluctuations in the rate.  The use of the safe-harbor rate will allow firms time to develop organizational procedures and establish a cost history that will better lend itself to the eventual development of an actual indirect rate.

	
	
	13. Please describe the potential extent of implementation in terms of geography, organization type (including other branches of government and private industry) and size, or other relevant factors. How broadly might the technology be deployed? 
The use of a safe harbor rate will greatly reduce the workload of the state DOT audit staff.  Newer and smaller firms will generally have fewer and/or smaller dollar contracts, but often require more scrutiny.  The safe harbor rate will allow states to better manage a risk-based audit approach by allowing them to focus on higher dollar, or otherwise higher risk firms.  The technology need only be deployed within the resident DOT’s Overhead Auditing Section.

	Market Readiness (30 points)
	The AII selection process will favor technologies that can be adopted with a reasonable amount of effort and cost, commensurate with the payoff potential.
	14. What actions would another organization need to take to adopt this technology? 
This program is an integral component of a state's risk based oversight framework related to A/E firm indirect cost rates.  Adoption of the safe harbor rate should then be incorporated into the written risk based oversight procedures developed by state DOTs.  A model of this framework is currently under development by the AASHTO Audit Guide Task Force.

	
	
	15. What is the estimated cost, effort, and length of time required to deploy the technology in another organization? 
This program can likely be acted upon almost immediately with little or no cost and minimal effort after receiving FHWA authorization; however, it may require several years to fully realize the benefits of implementation.  The potential of this program can be easily gauged by the number of A/E firms who decide to take advantage of this optional methodology and the corresponding shift in emphasis to higher risks within the state's audit workload.

	
	
	16. What resources—such as technical specifications, training materials, and user guides—are already available to assist deployment? 
TxDOT has information available on its web site with regard to the specific eligibility requirements, as well as the FHWA web site for implementation of the program.  A request to FHWA will provide more comprehensive guidance.

	
	
	17. What organizations currently supply and provide technical support for the technology? 
FHWA currently provides all support for the program.

	
	
	18. Please describe any legal, environmental, social, intellectual property, or other barriers that might affect ease of implementation.
The program requires FHWA authorization; however, there are no proprietary limitations for implementation currently. 

	
	
	



















