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Compliance Division
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Compliance Division consists of three sections: 

▪ External Audit and Advisory Services – Audit entities that do business with TxDOT and perform advisory services for 

TxDOT’s senior management. 

▪ Investigations – Perform investigations of potential fraud, waste, abuse, and violations of Department policies.

▪ Compliance Section – Promote a commitment to compliance with applicable laws and regulations by raising 

awareness of risks and policies and processes to reduce those risks.
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Objectives

▪ To provide an overview of the importance of adequate documentation for the 

expenditure of federal funds.

▪ To conduct a walk through of the documentation requirements in 23 Code of 

Federal Regulations (CFR) 645 and provide specific examples of adequate 

documentation for adjustment and relocation of utility facilities on Federal-

aid and direct Federal projects.
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Audits & Documentation

▪ Why is adequate & accurate documentation important?

– It is the foundation used to support accounting and cost records.

– It is central to making sure funds are obligated and spent as they were intended by 
the Federal award.

– Failure to adequately maintain supporting documentation for expenditure of 
federal funds can result in forfeiture of those funds.

▪ Generally adequate source documentation includes the following elements:

1) Who spent the funds and who authorized the spending?

2) What were the funds spent on?

3) Where, that is, what award should be charged for the spending?

4) When the spending was authorized and when was it spent?
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Reimbursements – Guidance

23 CFR 645.101 prescribes the policies, procedures, and reimbursement 
provisions for the adjustment and relocation of utility facilities on Federal-aid and 
direct Federal projects.

23 CFR 645.117 cost categories include:

▪ Direct Labor

▪ Labor Surcharges 

▪ Overhead and Indirect Construction Costs

▪ Material and Supply Costs

▪ Equipment Costs

▪ Transportation Costs

▪ Credits

▪ Billings
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Reimbursements - Direct Labor

23 CFR 645.117 (b) Actual or average rates paid by the utility to individuals for 

time worked directly on projects are reimbursable when supported by adequate 

records. 

▪ Adequate records:

– Agreed upon rate documentation.

– Legible certified timesheets showing hours charged directly to the project 

and within project period.

– Paystubs showing amounts paid to employees.
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Reimbursements - Direct Labor - Example
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Timesheet:

▪ Pay period and hours included 

for each project.

▪ Certified.
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Reimbursements - Direct Labor - Example

Paystub:

▪ Salary and pay 

period.

▪ Fringe benefits 

covered by 

employee vs 

employer.
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Reimbursements - Direct Labor - Example
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▪ Illegible document.
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Reimbursements - Direct Labor - Example
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▪ Document is too high-level.
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Reimbursements - Labor Surcharges

23 CFR 645.117 (c)

▪ Fringe benefits utility established for the benefit of its employees. 

▪ Cost of labor surcharges is reimbursed at actual cost or average rates which 

are representative of actual costs if approved by TxDOT and FHWA. 
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Reimbursements - Labor Surcharges

▪ Adequate support:

– Actual Cost:

• Insurance documents as applicable.

• Certified timesheets showing hours charged directly to the project.

• Paystubs showing amounts allocated to employee vs employer.

– TxDOT only reimburses amount paid by employer.

– Average Rate:

• Agreed upon rate documentation.

• Approval of TxDOT and FHWA.
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Reimbursements - Overhead and Indirect Construction

23 CFR 645.117 (d) 

▪ Costs not charged directly may be allocated provided allocation is made on 

an equitable basis, is reasonable, and cost was actually incurred. 

▪ Records supporting costs should show total amount, rate, and allocation 

basis for each additive.

▪ Costs not eligible include advertising, sales promotion, interest on 

borrowings, issuance of stock, bad debts, uncollectible accounts receivable, 

contributions, donations, entertainment, fines, penalties, lobbying, and 

research programs. 
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Reimbursements - Overhead and Indirect Construction

▪ Adequate support:

– Agreed upon rate documentation.

– Invoices as applicable showing total amount was incurred, cost 

description is sufficient to ensure cost is eligible, and cost was incurred 

within project period.

– Calculation documentation showing allocation basis for each additive is 

equitable and reasonable for the project.

15



November 3, 2022

Reimbursements - Material and Supply Costs

23 CFR 645.117 (e) 

▪ Furnished from company stock. 

▪ Purchased under competitive bids or existing continuing contracts under 

lowest available prices. 

▪ Utility is not required to change its existing standards for materials used in 

permanent changes to its facilities. 
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Reimbursements - Material and Supply Costs - Buy America

▪ Per FHWA guidance, Buy America requirement takes precedence over:

– Company stock materials.

– Utility existing standards for materials.

Source: Buy America Issues to Consider for Utility Work on Projects
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https://www.fhwa.dot.gov/utilities/buyam.cfm
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Reimbursements - Material and Supply Costs

▪ Adequate support:

– Existing standards for material and supply costs.

– Procurement documentation if competitive bidding was used.

– Existing continuing contract.

– Documentation showing Buy America requirement was met.

– Invoices as applicable.

– Proof of payment that cost was paid prior to reimbursement request.
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Reimbursements - Material and Supply Costs - Example
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▪ Invoice shows project, rates, and 

total amount.
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Reimbursements - Material and Supply Costs - Example
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▪ Document isn’t legible.
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Reimbursements - Material and Supply Costs - Example

▪ Document is too 

high-level.
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Buy America - Material Test Report - Example
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Buy America - Certification - Example
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▪ Prior certification from 

subcontractor.
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Buy America – Foreign Country - Example
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▪ Material testing for 

Buy America was 

done in India.
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Reimbursements - Equipment Costs

23 CFR 645.117 (f) 

▪ Average or actual costs of operation, minor maintenance, and depreciation 

of utility-owned equipment may be reimbursed. 

▪ When utility-owned equipment is not available, reimbursement will be limited 

to the amount of rent cost paid to the lowest qualified bidder or under 

existing continuing contracts at reasonable costs.
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Reimbursements - Equipment Costs 

▪ Adequate support:

– Utility-owned equipment:

• Agreed upon rate documentation.

• Documentation showing costs are directly attributable to the project.

– Utility-owned equipment is unavailable:

• Bids received and lowest selected or existing contract.

• Invoices as applicable.

• Proof of payment.
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Reimbursements - Transportation Costs

23 CFR 645.117 (g) 

▪ Cost consistent with overall policy, of necessary employee transportation, 

and directly attributable to the project is reimbursable. 

▪ Reasonable cost for movement of materials, supplies, and equipment to the 

project and necessary return to storage including the associated cost of 

loading and unloading equipment is reimbursable.
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Reimbursements - Transportation Costs

Adequate support:

▪ Agreed upon rate documentation such as mileage rates.

▪ Invoices as applicable.

▪ Documentation showing cost is directly attributable to the project.

▪ Proof of payment.
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Reimbursements - Transportation Costs

▪ Shipping Method.

▪ Freight is charged as 

a flat fee.
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Reimbursements - Credits

23 CFR 645.117 (h) 

▪ Credit is required for cost of any betterments to the facility being replaced or 

adjusted, and for the salvage value of the materials removed. 

▪ Credit is required for accrued depreciation of a utility facility being replaced, 

such as a building, pumping station, filtration plant, power plant, substation, 

or any other similar operational unit. Accrued depreciation is amount based 

on the ratio between the period of actual length of service and total life 

expectancy applied to the original cost. 
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Reimbursements - Credits

Assessed when assets such as materials or buildings are bought to replace old ones.

▪ Entities are required to keep records of Original Costs and Depreciation. 

▪ Ensure to follow the same process for federal awards as established process.

Formulas:

▪ Salvage Value = Original Cost – (Depreciation x Total Life Expectancy)

▪ Accrued Depreciation = (Original Cost – Salvage Value)  x Years Passed

Total Life Expectancy

Adequate support:

▪ Original Cost based on Invoice.

▪ Depreciation and Total Life Expectancy based on entity established process and 
accounting documents.

▪ Years passed is time between original purchase date and sale date.
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Reimbursements - Final Billings

23 CFR 645.117 (i) 

▪ Utility provides one final and complete billing of all costs incurred within one 

year following completion of the utility relocation work.

▪ All cost records and accounts relating to the project are subject to audit by 

representatives of the State and Federal Government for a period of 3 years 

from date of final payment to utility.
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Reimbursements - Conclusion

▪ Follow same process for federal awards as established process.

▪ Cost documentation should be legible, show amount incurred, provide cost 

description sufficient to ensure cost is eligible for project, and cost was 

incurred within project period.

▪ Proof of payment to ensure cost was paid prior to reimbursement request.

▪ Rate based costs should be supported by agreed upon rates. 

▪ Special care to ensure Buy America requirements are met. 

▪ Appropriate approvals are obtained prior to installation.

▪ All records are subject to audit by TxDOT and Federal Government for a 

period of 3 years from date of final payment to utility.
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Remedies for Noncompliance

2 CFR 200.339 Remedies for noncompliance

▪ Temporarily withhold cash payments pending correction of the deficiency by the 

non-Federal entity.

▪ Disallow (that is, deny use of funds) all or part of the cost of the activity or action 

not in compliance. 

▪ Wholly or partly suspend or terminate the Federal award. 

▪ Initiate suspension or debarment proceedings.

▪ Withhold further Federal awards for the project or program. 

▪ Take other remedies that may be legally available.

– Request audit of entity.

– Change advance payment to reimbursement basis.
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Questions and Contact information
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Cheryl Durkop

External Audit & Advisory Services, Section 
Director

Compliance Division

Cheryl.Durkop@txdot.gov

(512) 463-3156

Naima Hafeez

External Audit & Advisory Services, Senior 
Auditor

Compliance Division

Naima.Hafeez@txdot.gov

(512) 463-3155


