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This report has been prepared t6 present the findings, recommendations, and questioned
costs as identified in the audit reports covering services performed for Georgia institute of
Technology/Georgia Tech Research Corporation as part of the OMB Circular A-133
Coordinated Audit for the year ended June 30, 2005. ,

The FY 2005 A-133 Coordinated Audit incorporated the work of two auditors as identified
below: - ‘ C

1. Grant Thornton, LLP, Certified Public Accountants
2. Department of Audits of the State of Georgla

Page three of this report describes the specific audit coverage provided by each auditor,
and the balance of the report describes the individual findings, recommendations, and
questioned costs identified in each report for the year ended June 30, 2005. In addition, the
report provides a description of the corrective action plans for FY 2005 findings and the
status of each corrective action plan for FY 2004.

by: /
arlés T. Duffy, Director
Grants & Contracts Accounting
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FY 2005 A-133 Coordinated Audits Performed

1. Financial Statements of Georgia Institute of Technology
- Audit performed by the Department of Audits of the State of Georgia
- See findings included in this report.

2. Financial Statements of Georgia Tech Research Corporation/Georgia Tech Applied
Research Corporation
- Audit performed by Grant Thornton, LLP, Certified Public Accountants
- See findings included in this report

3. A-133 Compliance Requirements
- Audit performed by Grant Thornton, LLP, Certified Public Accountants
- Compliance Requirements
A. Activities Allowed or Unallowed
B. Allowable Costs/Cost Principles
C. Cash Management
D. Davis-Bacon
E. Eligibility
G. Matching, Level of Effort, Earmarking
H. Period of Availability of Funds
J. Program Income
L. Reporting
M. Subrecipient Monitoring
N. Special Tests and Provisions
- See findings included in this report

4. A-133 Compliance Requirements
- Audit performed by the Department of Audits of the State of Georgia
- Compliance Requirements
F. Equipment and Real Property
I. Procurement and Suspension
K. Real Property Acquisition and Relocation
- See findings included in this report
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Summary Schedule of Findings, Recommendations and Questioned Costs
Current Year

Department of Audits of the State of Georgia Page
FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS
05-2 Failure to Monitor Sponsored Projects (Finding Number: FS-503-05-01).......ccccvviiiiiviiiinnenn. 5

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

EQUIPMENT AND REAL PROPERTY MANAGEMENT

05-12 Failure to Comply with Federal Property Management Standards (Finding Number:

FAD03-05-00) .. e ettt et et e et et e et e e e e e e e e e e e et e 7
Grant Thornton, LLP A-133 Compliance Requirements

FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS

GT 05-1 Failure to Monitor Sponsor/Grantor Receivables (Finding Number: FS-503-05-03)................. 9
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

REPORTING

GT 05-3 Progress/Special Reports Not Submitted, Not Submitted on Time, Or Submitted with Missing
Components (Finding Number: FA-503-05-04)........i it i e e e e e e e e, 10
GT 05-4 Financial Reports Not Submitted or Not Submitted on Time (Finding Number:

FAD03-05-05) . .. e ettt et et ee e et e e et e e e e e e e e e e e e aan e e 13
GT 05-5 Reports with Missing or Conflicting Information on Schedule of Deliverables

(Finding NUMBEr: FA-503-05-00)... ... ..ttt it e ee et et e e e et e et e e e e e e ren e eens 16
GT 05-7 Financial Reports Not in Agreement with General Ledger (Finding Number: FA-503-05-08)......22
SUBRECIPIENT MONITORING

GT 05-6 Subrecipients that were Not Adequately Monitored (Finding Number: FA-503-05-07)............. 19
SPECIAL TESTS AND PROVISIONS

GT 05-8 Lack of Adherence to Sponsor Invoice Instructions (Finding Number: FA-503-05-09).............. 24
MATCHING, LEVEL OF EFFORT, EARMARKING

GT 05-9 Matching Funds Not Timely Submitted to Sponsor (Finding Number: FA-503-05-10).............. 27
ALLOWABLE COSTS/COST PRINCIPLES

GT 05-10 Late Labor Cost Transfers (Finding Number: FA-503-05-11)........ccoviiiiiiiiiie i, 29
CASH MANAGEMENT

GT 05-11 Lack of Adherence to Requests for Reimbursement (Finding Number: FA-503-05-12)............ 31

EQUIPMENT AND REAL PROPERTY MANAGEMENT
GT 05-12 Failure to Comply with Federal Property Management Standards (Finding Number:

FAD03-05700) .. e eet et ettt e et e e e e e e e et e e e e e e e e s 33
Status of FY 2004 Prior Year Findings and Questioned Costs

Finding Audit Control

Number Number Status of Finding

Prior Year Findings — Corrective Action Plan Partially Resolved

04-1  Failure to Monitor Sponsored Projects: FS-503-04-01) Partially Resolved..................ooinie 35

Prior Year Findings — Corrective Action Plan Implemented

04-2 Finding Control Number: FS-503-04-02 Corrective Action Plan Implemented

GT 04-1 Finding Control Number: FA-503-04-03 Corrective Action Plan Implemented

GT 04-2  Finding Control Number: FA-503-04-04 Corrective Action Plan Implemented

GT 04-3  Finding Control Number: FA-503-04-05 Corrective Action Plan Implemented

GT 04-4 Finding Control Number: FA-503-04-06 Corrective Action Plan Implemented

GT 04-5  Finding Control Number: FA-503-04-07 Corrective Action Plan Implemented

DCAA 04-1 Finding Control Number: FA-503-04-07 Corrective Action Plan Implemented
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Current Year

Department of Audits of the State of Georgia

FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS
REVENUE/RECEIVABLES/RECEIPTS

Failure to Monitor Sponsored Projects

05-2 Finding Control Number: FS-503-05-01

Condition: Georgia Institute of Technology did not adequately monitor their Sponsored
Projects, which resulted in funds due the Institute becoming uncollectible. These
uncollectible amounts for certain Sponsored Projects in Restricted funds were
funded by General Operations (Resident Instruction Fund and Other Organized
Activities Fund).

Criteria: The, Board of Regents of the University System of Georgia's Business
Procedures Manual, Section 10.4.1 (4), as revised, requires that uncollectible
accounts must be identified by fund and that "fund integrity must be maintained
at all times with regard to the uncollectible accounts”. Section 10.4.3 also states
"federal receivables resulting from contract or grant activity are to be considered,
for write-off purposes, as disallowed charges. The funding source for disallowed
charges is indirect cost recoveries (revenue)."

Questioned Cost:  N/A

Information: An examination disclosed that $541,516.92 was reimbursed by the Resident
Instruction and Other Organized Funds to fund uncollectible Sponsored Project
accounts receivable.

Cause: Management at Georgia Institute of Technology failed to adequately monitor
charges to and collections of certain Sponsored Projects within the Restricted
Funds of the Institute.

Effect: As a result of the weaknesses identified, certain Sponsored Projects reflected
accounts receivable which were uncollectible due to inadequate collection
procedures and/or disallowed charges. These uncollectible amounts were funded
by the General Operations (Resident Instruction Fund and Other Organized
Activities Fund) of the Institute. However, the funding source for these
uncollectibles should be the Indirect Cost Recoveries Fund.
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Department of Audits of the State of Georgia
FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS

REVENUE/RECEIVABLES/RECEIPTS
Failure to Monitor Sponsored Projects
05-2 Finding Control Number: FS-503-05-01 (Continued)

Recommendation:

Institute management should strengthen controls to ensure that charges against
Sponsored Projects are made in a timely manner to facilitate prompt billing.
Also, accounts receivable related to these charges should be closely monitored to
ensure proper collection from Sponsors.

Management Response: Institute management concurs with the audit recommendation that the

Institute needs to strengthen controls to ensure that charges against Sponsored
Projects are made in a timely manner to facilitate prompt billing and collection
of funds from sponsors. In addition, additional improvements in Accounts
Receivable monitoring procedures need to be implemented. Specific action
steps to be taken to address these needs are described below:

1. Continue new activities implemented during the last year that included the
following three major actions:

- Increased reporting to campus units concerning sponsored projects that have
term dates during the next 90 days and 30 days to encourage corrective action
when needed to complete all sponsored activities and/or to complete all required
expenditures prior to the end of the agreements.

- New “Expenditure Rate Reporting” procedures with a “Burn Chart” that match
actual expenditures on Sponsored projects to estimated project budget by month.
- Sponsored Project Accounts Receivable quarterly monitoring procedures to
identify instances where action is needed to assure timely collection of funds.

2. Complete utilization of new procedures that prohibit salary cost transfers to
sponsored projects requested over 150 days after payment.

3. Enhance the information presented in Grants and Contracts Accounting Office
and Office of Sponsored Programs training programs about the importance of
recording charges against Sponsored Projects in a timely manner to facilitate
prompt billing and collection activities for sponsored Project.

Contact Person: Charles T. Duffy, Director, Grants and Contracts Accounting Office
Telephone: 404-894-1026; Fax 404-894-5519; E-Mail: chuck.duffy@business.gatech.edu
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Department of Audits of the State of Georgia

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
EQUIPMENT AND REAL PROPERTY MANAGEMENT
Failure to comply with Federal Property Management Standards
05-12 Finding Control Number: FA-503-05-01

Condition: Georgia Institute of Technology’s management did not follow Federal property
disposition guidelines with respect to disposition of property/equipment
purchased with Federal funds where title vests with the Institution, and when
required by the grant agreement or the Federal awarding agency.

Criteria: On property that the Institute is required to account for and dispose of in
accordance with specific grant agreements or Federal awarding agency
guidelines, the Institute’s equipment records must include, but not limited to, the
condition of the equipment and appropriate disposition data.

Questioned Cost:  N/A

Information: Our inquiry of the Institute’s management and examination of equipment records
revealed that controls were not in place to identify and assure compliance with
Federal regulations or terms of specific grant agreements related to the
disposition of equipment. Our testing of Federal awards noted that the Institute
purchases equipment that is considered exempt property (title vests with the
Institute) according to Federal regulations or terms of the agreement. This
relieved the Institute of Federal regulations in the disposal of property when
there are no additional conditions in the grant award at the conclusion of the
respective grant agreement. However, it was also noted that in some instances
the Federal regulations and/or the specific terms of grant agreements contain
additional conditions requiring the Institute to account for and dispose of such
equipment during and after the grant period in line with Federal regulations if so
directed by the Federal awarding agency.

Cause: Management failed to have an appropriate procedure in place to ensure that
dispositions of exempt property were properly handled in accordance with
Federal guidelines when required by Federal grant agreement or by the Federal
awarding agency.

Effect: The Institute did not properly account for and dispose of exempt property in
compliance with Federal guidelines when required to by terms of the grant or the
Federal awarding agency.
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Department of Audits of the State of Georgia

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
EQUIPMENT AND REAL PROPERTY MANAGEMENT
Failure to comply with Federal Property Management Standards
05-12 Finding Control Number: FA-503-05-01 (Continued)

Recommendation: Institute’s management should establish and implement controls to ensure that
inventory records for equipment acquired with Federal funds comply fully with
Federal regulations, conditions of specific grant agreements or Federal grantor
agency guidelines, whichever is applicable.

Management Response:

Management concurs that there is a need to establish and implement controls to ensure that
equipment acquired with Federal funds is managed in accordance with specific grant agreements or
Federal grantor agency guidelines, whichever is applicable.

While existing policies and procedures provide for proper accounting for equipment acquired with
Federal funds when title is to be retained by the sponsor and for equipment acquired with Federal
funds when title is to be held by the Institute under the exempt property standards, existing
procedures do not address instances when Federal agencies award title to the Institute, but retain
control over transfers and/or disposition of the equipment.

Prior to August 31, 2006, actions identified below will be taken to address the weaknesses identified
in this finding to help ensure that equipment acquired with Federal funds is accounted for in
accordance with applicable requirements.

1. Work will be initiated with the Office of Naval Research, the Institute’s cognizant Federal agency,
to determine if it would be acceptable for the Institute to establish procedures to have all equipment
classified as either sponsor owned equipment or Institute owned equipment and exempt property
upon acquisition, without further obligation to the Federal Government. The Institute would not
accept awards with proposed equipment acquisitions from Federal agencies with provisions that
require the recipient to take title to equipment subject to special provisions after purchase.

2. Should it not be possible to obtain Office of Naval Research approval of the procedure outlined
above, work will be outlined to provide for a new category of equipment with title held by the
Institute, subject to special sponsor requirements. Upon or prior to termination of all projects
identified with special equipment disposition instructions, GIT will forward a request to the
appropriate Federal agency requesting that title to all equipment purchased under the individual
agreement be retained by GIT without further obligation to the Federal Government. Final
disposition will be made in accordance with the approval or disapproval of these individual requests.

Contact Person: Henry Spinks, Controller
Telephone: 404-894-5143; Fax: 404-894-0136; E-Mail: henry.spinks@business.gatech.edu
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Grant Thornton, LLP A-133 Compliance Requirements
FINANCIAL STATEMENT FINDINGS AND QUESTONED COSTS
GT 05-1 Failure to Monitor Sponsor/Grantor Receivables (Finding Control Number: FA-503-05-03)

Finding No. GT 05-1 Failure to Monitor Sponsor/Grantor Receivables

Statement of Condition

While performing procedures related to accounts receivable, we observed that there are some receivables
where the sponsor/grantor cannot be identified. The discrepancy appears to be isolated to receivables related
to contracts transferred to the Research Corporation as part of the acquisition of the Institute of Paper Science
and Technology by Georgia Institute of Technology on July 1, 2004. The Research Corporation has an
allowance for doubtful accounts that is adequate to fully reserve these accounts.

Criteria

The Research Corporation should identify all sponsor/grantor receivables.

Effect

Unidentified sponsor/grantors could potentially affect the accuracy of the schedule of federal expenditures.
Cause

The unidentified sponsors/grantors result from incomplete information (i.e. grant assignment and project code)
relating to these costs being transferred to the Research Corporation.

Recommendation

We recommend that the Research Corporation continue its efforts to identify the sponsor/grantors and collect
the amounts due to the Research Corporation.

Questioned Cost

None.
Management Response

Management concurs with the recommendation that it should continue its efforts to identify the
sponsors/grantors and collect amounts due to the Georgia Tech Research Corporation. Action in this regard
will be completed on or before December 31, 2006.

Contact Person: Nicolas F. Perez, Director GTRC/GTARC Operations
Telephone: 404-894-1657; Fax 404-385-2078; E-Mail: nicolas.perez@gtrc.gatech.edu
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Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

REPORTING

GT 05-3 Progress/Special Reports Not Submitted, Not Submitted on Time, Or Submitted with Missing
Components (Finding Control Number: FA-503-05-04)

Finding No. GT 05-3 — Progress/Special Reports Not Submitted, Not Submitted on Time, Or Submitted
with Missing Components

See Exhibit 05-3 for a listing of agency names, contract numbers and CFDA numbers associated with this
finding.

Statement of Condition

Numerous progress/special reports required by grant and contractual agreements entered into by GTRC and
GIT with various Federal agencies were not submitted, not submitted on time, omitted certain components or
were not authorized by a proper official as specified in the grant and contractual agreements.

Criteria

The OMB Circular A-133 Compliance Supplement Section 3.L requires recipients to submit performance
reports at least annually but not more frequently than quarterly. Performance reports generally contain, for
each award, brief information on each of the following:

- A comparison of actual accomplishments with the goals and objectives established for the period.

- Reasons why established goals were not met, if appropriate.

- Other pertinent information including, when appropriate, analysis and explanation of cost overruns or

high unit costs.

In addition, the grant award may require additional performance reporting requirements.

Effect

The submission of inadequate, incomplete or untimely reports could result in the possible delay of other
projects which are related to GTRC and GIT grants and contracts.

Cause

The cause of inadequate, incomplete or untimely reports, as stated to us, was the unavailability of data at the
report due date necessary for the completion of the required reports.

Recommendation
Efforts should be made by GTRC and GIT to ensure that all contractual deliverables include the required
components, are authorized by the proper personnel, and are submitted to the contracting agencies by the

specified due dates.

Questioned Cost

None.
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Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

REPORTING

GT 05-3 Progress/Special Reports Not Submitted, Not Submitted on Time, Or Submitted with Missing
Components (Finding Control Number: FA-503-05-04) (Continued)

Management Response:

We concur with this finding and recommendation. Prior to August 31, 2006, actions identified below will be
taken to address the weaknesses identified in this finding to help ensure that all required contractual
deliverables are submitted to the contracting agencies in a timely fashion:

1. Study the findings identified in this report and notify each Project Director, Department Head and Unit
Financial Officer that their report was identified as a finding in the Annual A-133 Audit report as having been
Filed Late, Not Filed, or Not completed properly.

2. Publish information that OSP has expanded its capability to provide a list of all project deliverable
information to each PD/PI and all levels of management within a unit via a web-based query tool.

3. Publish information about the fact that the full grant/contract documents and associated terms & conditions
for each sponsored award are available as a scanned file using our web-based contract information system to
all Project Directors and Campus Officers.

4. Enhance the information presented in Office of Sponsored Programs training programs about the

importance of submitting all Project Deliverables accurately and on time.

5. Continue to make available Upcoming Deliverables Due and Overdue Deliverables Lists for all sponsored
research projects. This report is made available to members of upper administration, including Deans, School
Chairs and Lab/Center Directors, as well as all Project Directors.

Contact Person: G. Duane Hutchison, Director, Office of Sponsored Programs
Telephone: 404-894-4819; Fax 404-894-7002; E-Mail: duane.hutchison@osp.gatech.edu

11
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Grant Thornton, LLP A-133 Compliance Requirements
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

REPORTING

GT 05-3 Progress/Special Reports Not Submitted, Not Submitted on Time, Or Submitted with Missing

Components (Finding Control Number: FA-503-05-04) (Continued)

Exhibit 05-3 —L.isting of Progress/Special Reports Not Submitted, Not Submitted on Time, Or Submitted

with Missing Components

Chster /
CFDA Major Ref
Agency Number  Program Pass-Through Grantor / Program Title Contract Number Number Report Type Date Due Date Mailed
NASA 45.0FA R&D NAGS-13515 F4505 Sutnmaty of Reseatch 44303005 8292005
Defense 12.0FA R&D MDAUD03-C-0471 R4808 AD3 - Status Repotts 1f20/3005 Mot Subsnithed
NSF 47049 RED Mathermatize] and Physical Sotences DME-9733160 Ri043 N3F Foun 1328 - Anmaal Grant 3f1/a005 Mot Subenitted
Progress Report
Cotnrnes 11.460 RE&D Special Oreanic and Atmospheris Projects NANGOARS00100 N Serni-Atimaal Perfostnanee Repott 1f31/2005 Mot Submitted
N3F 47076 FHR Eduastion and Hugran Resouses DiEE0333411 R4855 Anrmal Report /312004 2,/152005
NSF 41076 EHR Eduastion and Husman Resouees DiE0333411 R4855 Anemal Repott 5/12/2005 Mot Submitted
NSF 47076 EHR Education and Humnan Resousmes DGE-0221600 Rdz54 Annual Project Report Bf30/2004  NotSubmitted
DOE 54.0FA R&D 115, Depattrrient of Edueation HiZ3A000405 T5017 Al Progtess Report 10431 f2004 2/38 2005
DoD 120FA RE&D Mission Res Casp SC-5P44-00-0003 ARRR Lnterien DD Fosn 832 litial [ntesten 1213004 Not Subsnithed
[nwention Repost
Tunsportation 20.0FA RED University of Michizan 3000389410 ATH4 Surnmary Project Report Final and 1/4f2005 Not Submitted
Functiona Requitement Final
Enetey 41.049 RED Oftice of Soience Financial Assistance Program DE-FGOZ-96ERS4350 RAR04 Technical Progress Repost 12/31a004 Mot Submitted
Enetry 81 COFA RED Oak Ridge National Laboratory 4500010071 RITL5 Progtess Report 5102005 Wt Subsnitted
NSF 47046 EHR Education and Hurnan Resowees HRD-9817632 5018 Annual Proggess Report 4f15 /2005 Not Submitted
Edusation 84.135 NDER National [nstitute on Disshility snd Rehabditation Research HIZ3E060035 Tsz4l Al Progtess Repott 1f31/2005 Mot Submitted
Fdusation 84133 NDER Unted Ceseheal Palsy AGMT 931001 TET43 Monthly Progeess Report Bf18/2004 Mot Subsmitted
Education 34133 NDER United Cetebeal Palsy AGMT 931001 TET4 Monthly Progtess Report 918/2004  NotSubsmitted
FRA 66.509 R&D Scieriee to Achieve Results (3TAR) Research Program RD-83107401 479 Anral Report 12/31 fa004 8/3 /2005
Enerry 1.049 RE&D Office of Jnienee Fitnacial Assistance Program DE-FG0Z-9TERL 4799 Jillig Contitmsetion Progyess Report 33 2005 41192005
N3F 4704 RE&D Engineeting Grants BES.0003530 2983 Anrmal Report 130 /2005 2/7/2005
Air Foue 12,800 RED Ait Fowe Defense Reseatch Soienes Program Fi3615-08-C-1341 Rilg2 ADE-Stetus Repott 11425 fa004 /142005
NIH 93856 R&D Microbiology end Infections Diseases Research 1001 AI56505-01 Ra971 Final Project Report 12/29/2004  Not Submtted
NIH 93 854 R&D Mictobiology end [nfections Diseases Reseath 1001 AI56503-01 R4971 Fortn HHS 568 Final [trention Stetement 12/29/2004  Not Submitted
w1d Cettifination
NSF 4704 RED Engineeting Grants DMI-0223364 R4001 Final Repott 5313005 Mot Submitted
DOE 84133 NDER Wational Institute on Disability and Rehabilitation Reseasch Hi33D010207 T507 Anral Report 1130 /2004 1223 {2004
N3F 47076 EHR Fdusation and Hutman Resouses EHE-0314953 o001 Anmal Proggess Report 7412004 /252004
NSF 47076 EHR Education and Hugnan Resouses DUE-0210644 B3R Antmal Project Report 5f31,f2005 Not Subsnitted
ERA £6.509 RED Seeriee to Achieve Results (STAR) Research Progpar RD-83107801 4709 EPA MBE /WEE Utilization Repost 10302004 Mot Submutted
DHHS 93.583 RED University of Pennsylvania 541352 R5145 Fin Performance Report 9302004  NotSubmitted
N3F 47070 RE&D Computer and [nformation Seience and Engineering CCR-0104494 E3183 Al Perforrnance Repott 5/31/2005 Mot Submitted
DoD 12,800 RE&D Antean Corp DATE52000 RI2R7 Final Repott 5312005 NotSubsitted
G5A 10.0FA RED General Service Adrninistrtion 0AT50000 ATLS0 Final Plan Repost 9/30/2004 Mot Submitted
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Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

REPORTING

GT 05-4 Financial Reports Not Submitted, Not Submitted on Time, Or Submitted With Missing Components
(Finding Control Number: FA-503-05-05)

Finding No. GT 05-4 — Financial Reports Not Submitted, Not Submitted on Time, Or Submitted With
Missing Component

See Exhibit 05-4 for a listing of agency names, contract numbers and CFDA numbers associated with this
finding.

Statement of Condition

Numerous financial reports required by grant and contractual agreements entered into by GTRC and GIT with
various Federal agencies were not submitted or not submitted on time as specified in the grant and contractual
agreements.

Criteria

The OMB Circular A-133 Compliance Supplement Section 3.1 requires recipients to use the standard financial
reporting forms or such forms as may be authorized by OMB (approval is indicated by an OMB paperwork
control number on the form). These other forms may include financial, performance, and special reporting.
Each recipient must report program outlays and program income on a cash or accrual basis as prescribed by
the Federal awarding agency. If Federal awarding agency requires accrual information and the recipient’s
accounting records are not normally maintained on the accrual basis, the recipient is not required to convert its
accounting system to an accrual basis but may develop such accrual information through analysis. The
awarding agency may accept identical information from the recipient in machine-readable format, computer
printouts, or electronic outputs in lieu of prescribed forms.

Effect

The submission of inadequate, incomplete or untimely reports could result in the possible delay of other
projects which are related to GTRC and GIT grants and contracts.

Cause

The cause of inadequate, incomplete or untimely filing, as stated to us, was the unavailability of data at the
report due date necessary for the completion of the required reports.

Recommendation

Efforts should be made by GTRC and GIT to ensure that all contractual deliverables include the required
components, are authorized by proper personnel, and are submitted to the contracting agencies by the specified
due dates.

Questioned Cost

None.
13
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Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

REPORTING

GT 05-4 Financial Reports Not Submitted, Not Submitted on Time, Or Submitted With Missing Components
(Finding Control Number: FA-503-05-05)

Management Response

We concur with this finding and recommendation. Prior to August 31, 2006, actions identified below will be
taken to address the weaknesses identified in this finding to help ensure that all required Financial
Reports are submitted in a timely fashion:

1. Study the findings identified above and notify each Project Accountant responsible for preparation and
completion of the report that this report was identified as a finding in the Annual A-133 Audit report as having
been Filed Late or Not Filed. This notification will indicate the need for improved performance.

2. If the report had been filed late due to transactions or other reports not being prepared and/or submitted by
the Project Director or Campus Financial Officer, notify each participant the report was identified as a finding
in the Annual A-133 Audit report as having been Filed Late or Not Filed. This notification will indicate the
need for improved performance.

3. Enhance the information presented in Grants and Contracts Accounting Office and Office of Sponsored
Programs training programs about the importance of submitting all information required for sponsored Project
Financial Reports in a timely manner.

Contact Person: Charles T. Duffy, Director, Office of Grants & Contracts Accounting
Telephone: 404-894-1026; Fax 404-894-5519; E-Mail: chuck.duffy@business.gatech.edu
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Grant Thornton, LLP A-133 Compliance Requirements
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

REPORTING

GT 05-4 Financial Reports Not Submitted, Not Submitted on Time, Or Submitted With Missing Components
(Finding Control Number: FA-503-05-05)

Finding No. GT 05-4 — Financial Reports Not Submitted, Not Submitted on Time, Or Submitted With
Missing Component

Cluster |
CFDA Major Reference

Agency  Number Program Pass-Through Grantor / Program Tide Coniract Number Number Report Type DateDue  Date Mailed

Dlefierise 12.0FA R&D Departrnent of the Defense MDAINL03-C0471L R4805 AN Funds & Man Hour  1/20/2005  Not Subsmitted
Enpenditue Report
NASA 43.0FA R&D Nationa Inst of Aetospas 1a-GT R54TL SFET 20102005 Mot Subsmitted
Enesy 81049 R&D Offioe of Soiense Finanaal Assistanse Program DE-FG02-96ERG4350 RA304 SF2T2 1f31fans 1172005
Energy 81084 RED Conservation Researsh and Development DE-FC3-00ID113870 Rég30 SFa6d 10/30/2004  6/15,/2005
EPA 66,509 RE&D Seiztuee to Achiswe Results (STAR) Reseasch Program RO-83107601 R0 SFaT2 1152005 3333005
Enesry 81049 R&D Office of Soiense Finanatal Assistanse Program DE-FGE02-O8ERG 4400 Ri143 SFa72 TiA0fa0s 117 a0
Enesy 81049 R&D Offioe of Soiense Finanaal Assistanse Program DE-FG02-9TERI 4700 RO&TE SF272 1152005 11/7/2005
At Fore 12,800 RED Air Fome Diefernse Re search Seiences Program F33615-98-C-1341 Rlled Funds and Man-HR 10/25/2004  12f13 2004
Enpendituee Repott

NIH o3 554 R&D Micrabiclogy and Infectiows Diseases Reseach 1001 Al5e503-01 R44T71 oF 269 (F5R) 12292004 2 22005
Diefierase 12.0FA R&D Fiote Industsies GIOT-002 (FL104-CCM-001) ATETA Expenditue Repott 1312005 Hot subsmitted
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Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

REPORTING

GT 05-5 Reports with Missing or Conflicting Information on Schedule of Deliverables (Finding Control
Number: FA-503-05-06)

See Exhibit 5-5 for Listing of Reports with Missing or Conflicting Information on the Schedule of
Deliverables

Statement of Condition

Required reports are logged and tracked by GTRC and GIT on a schedule of deliverables. GTRC and GIT did
not include the required reports or included inaccurate information regarding the reports listed in Exhibit 5-5 on
this schedule; therefore, submission of these reports is not being accurately monitored.

Criteria

The OMB Circular A-133 Compliance Supplement Section 6.1. Reporting Control Objective is to provide
reasonable assurance that reports of Federal awards submitted to Federal awarding agency or pass-through entity
include all the activity of the reporting period, are supported by underlying accounting or performance records,
and are fairly presented in accordance with program requirements.

Effect

GTRC and GIT’s system for ensuring timely and proper filing was not operating adequately with respect to these
reports. Required reports may not be submitted timely, if at all.

Cause
Human errors caused these reports to be omitted or inaccurately documented in the schedule of deliverables.

Recommendation

GTRC and GIT should improve controls to ensure all required reports are accurately input into the schedule of
deliverables.

Questioned Costs

None
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Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

REPORTING

GT 05-5 Reports with Missing or Conflicting Information on Schedule of Deliverables (Finding Control
Number: FA-503-05-06) (Continued)

Management Response

We concur with this finding and recommendation. Prior to August 31, 2006, actions identified below will be
taken to address the problems identified in this finding to help ensure that all required reports are accurately
input into the schedule of deliverables.

1. Study the findings identified in this report and the information provided with the award documents to
determine the possible reasons that these differences might have occurred. Where appropriate, make
modifications to Contracting Officer procedures to address the changes needed to help eliminate this type of
problem.

2. Schedule two special classes for Contracting Officers to review findings identified in this report and to
present the modified procedures developed.

3. Each Office of Sponsored Programs’ Manager and Supervisor will perform a random test of the information
presented on the Schedule of Deliverables for at least two new awards for each Contracting Officer every six
months. If problems are identified, corrections will be made to the Schedule of Deliverables, and the
Contracting Officer procedures will be updated as required.

Contact Person: G. Duane Hutchison, Director, Office of Sponsored Programs
Telephone: 404-894-4819; Fax 404-894-7002; E-Mail: duane.hutchison@osp.gatech.edu
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Georgia Institute of Technology/Georgia Tech Research Corporation

A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,

and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

REPORTING
GT 05-5 Reports with Missing or Conflicting Information on Schedule of Deliverables (Finding Control
Number: FA-503-05-06) (Continued)
Exhibit 5-5 - Listing of Reports with Missing or Conflicting Information on the Schedule of Deliverables

Agency

CFDA
MNumber

Cluster / Major
Program

Pass-Through Grantor / Program Title Contract Number

Reference
Number

Report

NSF

Commernse

NASA

NSF

Transportatio

DoD

DoD

DoD

Education

Education

Energy

Energy

DHHS

Air Fore

DoD

47.041

11 480

43.0FA

4T OF A

20.0FA

12.000

47076

12.000

1Z.0FA

84133

34133

581.049

31.049

93.533

12.300

12.0FA

66,509

RED

RED

RED

RED

lsing

RED

EHER

RED

RED

NDRE

NDERER

lsing

RED

RED

lsing

RED

RED

Engineering Grants CMS-0338445

Special Ooeanic and Atmospheric Projects NADZOAR4G00100

National Inst of Aerospace 1120-GT

Tniversity Corp for Atmospheric Research DME-9733160

Tniversity of Michigan 3000413443

Mission Res Cogp SC-SP46-00-0003

Education and Human Resousses DGE-0202757

Lockheed Martin TTOETE12E

Departrment of the Defense NRO000-04-C0200

Tnited Cesebral Palsy AGMT 931001

Mational Institute on Disability and Rehabilitation Rese HI133E030035

Oiffice of Seience Financial Assistance Program DE-F302-97TER14799

Oiffics of Solenice Financial Assistance Program DE-F302-93ER54499

University of Peninsylvaria 5-41352

Air Foroe Defenise Research Soiences Program F33615-95-C-1341

Fiore Industries

Soience to Achiewe Results (STAR) Research Prograrn RD-33107a01
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SIOT-002 (F1104-CCM-001

RATST

R4623

R5971

R1043

ATI4

AG43E

7180

ATTEL

R5760

TST43

TE241

ROATI

R1143

R5145

R1162

ATETI

RATI9

Performancee Report due date is incorrect on the Schedule of
Deliverables.

Final and sermi-annual SF-269 eports are dus; howuswer,
the Sche dule of Deliverables only indicates a final SF-269 is

requitad.

Federal Cash Transaction Reports, Anmad Peforrance Reports,
Subject Inverntions Find Repost, Suraraery of Researdy, and a
Fisnal Repoet of Federally- Ommed Property are soquiesd
deliverables per the Basic Crdering Ammerment, however, they
ass niot listsd o the Sche duls of Deliverables.

Al Progress Report for the ourment fiseal year is not induded or
the Sche dule of Deliverables.

The following Reports ars due in the masrent fiscal year but are
not listed on the Schedule of Deliverables: Task 64 - Usability
T st Plan Draft Final, due 7/28 /04, TA - User Quick Refersnioe
Guide Draft, dus 5,/9/04; 5C - Cormplete Softwrare Product for
Testing, due 9/7/04; 5D - Softwars Test Plan Final, dus
9/7/04; 64 - Usability T st Plan Fina, due 9/7/04,6C -
Usability Test Repost, due 11/5/04; 3 - Functional
Requiternents Final, due 1 /4/05; 4 - Softurars Requirements
Final, due 1/4/05; TA - User Quick Refersnios Guide Final, due
1/4/05; Annnal Repost of Governrnent Property in its
Passession and the Possession of its Subcontrastars, dus
09 /152004, Fucther, the taports ave not listed on the Sche dule
of Deliverables and do not indicate the periad coversd, due date
ot date raailed

Interitn DD Forna 332, Initial Interisn Invention Repostis a
Mission Research Corporation required deliverable; howewver, it
is not listed on the Scheduse of Deliverables.

Forn 961, Annual Graduate Fellowship Support Grant
Espenditues Report and Expenditurs Wosdisheet is 2 required
deliverable; howewes, it is not listad on the Scheduls of
Deliverables

Docunent defining the operational dosmain of the intennded
opetatives is 4 required deliverable; howeswer, it is not listed on
the Schedule of Delivables.

Intesin Technical Status Rewiews f Brisfings are due evesy fous
smonths, but this requiterment is not inchuded on the Schedule
of Deliverables.

Monthly Frogeess Repotts are due; however, they are not listed
on the Schedule of Deliverables for periods aftes 9/2003.

Anumaa Repotts are due befors the nesxt budgst period; howawe,
the Sche dule of Deliverables indicates a due date of 1,31 /2005

SF 272 is tequited to be subsmitted quarterly for this grant. Mo sud
sequiteraent is listed on the project header.

SF 272 is equited to be subsnaitte d quartesly for this grant. Mo suck
mequizernent is listed on the project header.

A final performancs taport and a final financial sap ot s due. Mo
such requirernents are listed on the dosument header Finansial
Data- Billing Details ox Deliverable Sche dule.

The Fesearsh Report Approval Sheet shows 2 2-14-05 submission
date for the Status Report for the period 6-01-04 to 10-31-04,
wwheteas, the Sdhedule of Deliverables has a 121404
subsaission date.

The Subcontractor Statement of Worl (SSO'W-4) requires the
submission of monthly expendituess to the sponsor. Ne such
report is listed on the docurment header

An FPA MBE/WEBE Utilization Repost was due to the sponsos
o1 10-30-04. Na such teport wras listed on the Schedule of
Dieliverables.



Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

SUBRECIPIENT MONITORING

GT 05-6 Subrecipients were not Adequately Monitored (Finding Control Number: FA-503-05-07)

Finding No. 05-6 Subrecipients were not Adequately Monitored

See Exhibit 05-6 for a listing of agency names, contract numbers and CFDA numbers associated with this
finding.

Statement of Condition

Several subrecipients were not being adequately monitored by the grant administrator/pass through entity.
Criteria

Pursuant to OMB Circular A-133 Compliance Supplement Section 3.M a pass-through entity is responsible

for:

- Award lIdentification - At the time of the award, identifying to the subrecipient the Federal award
information (e.g., CFDA title and number, award name, name of Federal agency) and applicable
compliance requirements.

- During-the-Award Monitoring - Monitoring the subrecipient’s use of Federal awards through
reporting, site visits, regular contact, or other means to provide reasonable assurance that the
subrecipient administers Federal awards in compliance with laws, regulations, and the provisions of
contracts or grant agreements and that performance goals are achieved.

- Subrecipient Audits - (1) Ensuring that subrecipients expending $300,000 ($500,000 for fiscal years
ending after December 31, 2003 as provided in OMB Circular A-133, as revised) or more in Federal
awards during the subrecipient’s fiscal year have met the audit requirements of OMB Circular A-133
(the revised circular is available on the Internet at
http://www.whitehouse.gov/omb/circulars/al33/a133.html) and that the required audits are completed
within 9 months of the end of the subrecipient’s audit period, (2) issuing a management decision on
audit findings within 6 months after receipt of the subrecipient’s audit report, and (3) ensuring that the
subrecipient takes timely and appropriate corrective action on all audit findings. In cases of continued
inability or unwillingness of a subrecipient to have the required audits, the pass-through entity shall
take appropriate action using sanctions.

- Pass-Through Entity Impact - Evaluating the impact of subrecipient activities on the pass-through
entity’s ability to comply with applicable Federal regulations.

Effect

GTRC’s and GIT’s system for ensuring timely receipt of the required information was not operating
effectively with respect to these monitoring procedures. Required communication from the subrecipients may
not be obtained timely, if at all.
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Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

SUBRECIPIENT MONITORING

GT 05-6 Subrecipients were not Adequately Monitored (Finding Control Number: FA-503-05-07)
(Continued)

Cause
All subrecipients are not properly coded in the database to properly generate the single audit request letters.

Recommendation

GTRC/GIT should consider generating a detailed report of all subrecipients on an annual basis and matching
the report to a master list of all subrecipients to ensure appropriate letters requesting A-133 audit report are
being sent to all subrecipients and all follow-up procedures are completed.

Questioned Cost

None.

Management Response

We concur with this finding and recommendation. Prior to August 31, 2006, actions identified below will be
taken to address the problems identified in this finding to help ensure that all required sub-recipient monitoring
procedures are performed in a timely manner.

1. Study the findings identified in this report and determine the possible reasons that these problems occurred.
2. Make updates to OSP’s sub-recipient database to address any changes required to correct these problems.
3. Initiate procedures to prepare a detailed report of all sub-recipients on an annual basis to ensure appropriate
letters are sent by GIT requesting certification that A-133 audits have been conducted at sub-recipient
organizations.

Contact Person: G. Duane Hutchison, Director, Office of Sponsored Programs
Telephone: 404-894-4819; Fax 404-894-7002; E-Mail: duane.hutchison@osp.gatech.edu
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Georgia Institute of Technology/Georgia Tech Research Corporation

A-133 Coordinated Audit

Schedule of Findings, Recommendations, Questioned Costs,

and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
SUBRECIPIENT MONITORING

GT 05-6 Subrecipients were not Adequately Monitored (Finding Control Number: FA-503-05-07)

Exhibit 05-6 Subrecipients were not Adequately Monitored

CFDA  Cluster / Major  Pass-Through Grantor / Program Ref Date  Sent
Agency Number Program Title Contract Number ~ Number Entity Date Received Status
Comtreteree 11.460 RE&ED NADGOAR4500100 Rdé2d  College of “William B Mary 2/a/2006 Not requested timely  Not seeerved.
Spedal Ooarne and Atmasphesic
Projects
Enerey 81.0FA RE&ED Ceneeal Electsiz Co. EP-2003-3-002 R4609  Uriversity of Arhansas 2/a/2006 Not requested timely  Not seeerved.
NIH 93,550 RE&ED Mictobiology and Infectious Diseases 1101 AI58503-01 BTl University of South Caroling 282006 Not requested timely  Not seeerved.
Research Research Fdn,
DOE §4.135 EHR National Institwte on Disshility snd H133D010207 T579  Center for Amessible Living | 282006 Mot tequested timely — Not seoefved.
Rehibilitation Research Totd
DOE 84133 EHR Hational Institute on Dissbility snd H1330010207 TS K Assistive Technolopy Service 2,/8/2008 ot tequested tirnely  Not recetved,
Rehsbiltstion Fiesearh Totd
DOE 54.133 EHR National Institute on Disshility snd HI33D010207 TS0 Univ of GA Totd 6742005 &/10 /2005 Contective action
Rehshilitaton Researh plan was not
tequested ot
obtained
NSF 47076 NDER Eduestion and Human Resousms HER-0314953 Y0001 Nosth Geotgia College & State 6,21 {2005 11,/16/2005 Diefinianies nated
Usniversity i1 esponse;
howewer, followr
up 1ot pugsued in
o timely manney
N3F 4707 NDER Education and Human Resoutes HEF-0314953 Y0001 University of Geotria Research 6,/7/2005 8/10/2005 Cogtective artinf
Foundation plan was not
tequested ot
obtained
NSF 47074 NDER Fduestion and Husnan Resousms DUE-0Z10544 R3TTE  Clath Atlants University /308 Nottequested timely Mot teceived.
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Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

REPORTING

GT 05-7 Financial Report Not in Agreement with General Ledger (Finding Control Number: FA-503-05-08)

Finding No. 05-7 Financial Report Not in Agreement with General Ledger

Cluster |/
CFDA Major Pass-Through Grantor | Contract Reference Unbilled
Agency Number Program Program Tide Number Number Report Type Source Document  Amount
NSF 47076 NDEE Education and Hutman Resoumes DGE-0202757 N7180 st gt SFaT2 Project Ledger (68,7300

Statement of Condition

Certain required financial reports did not agree to source documentation due to the omission of cost of
education charges.

Criteria

The OMB Circular A-133 Compliance Supplement Section 3.1 requires recipients to use standard financial
reporting forms or such other forms as may be authorized by OMB (approval is indicated by an OMB
paperwork control number on the form). These other forms may include financial, performance, and special
reporting. Each recipient must report program outlays and program income on a cash or accrual basis, as
prescribed by the Federal awarding agency. If the Federal awarding agency requires accrual information and
the recipient’s accounting records are not normally maintained on the accrual basis, the recipient is not
required to convert its accounting system to an accrual basis but may develop such accrual information
through analysis. The awarding agency may accept identical information from the recipient in machine-
readable format, computer printouts, or electronic outputs in lieu of the prescribed formats. These financial
reports should be traceable to source documentation without exception in order to assure accurate accounting
and billing procedures.

Effect

Omission of cost of education charge resulted in an understatement of charges for the quarter.
Cause

Cost of education charge was inadvertently not included in the required financial report.

Recommendation

GTRC and GIT should improve controls to ensure all costs incurred are included in the required financial
reports.

Questioned Cost
None.
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Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

REPORTING

GT 05-7 Financial Report Not in Agreement with General Ledger (Finding Control Number: FA-503-05-08)
(Continued)

Management Response

We concur with this finding and recommendation regarding the need to ensure all costs incurred are included
in the required financial reports. The special procedures required to determine this specific Cost of Education
Allowance for this Sponsored Project must be performed on a manual basis for each reporting period. Prior to
August 31, 2006, actions will be taken to improve the reporting instructions for this Sponsored Project to help
ensure that all required accounting procedures are completed prior to preparation and submission of this report.

Contact Person: Charles T. Duffy, Director, Office of Grants & Contracts Accounting
Telephone: 404-894-1026; Fax 404-894-5519; E-Mail: chuck.duffy@business.gatech.edu

23



Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

SPECIAL TESTS AND PROVISIONS

GT 05-8 Lack of Adherence to Sponsor Invoice Instructions and Pre-Approvals (Finding Control Number:
FA-503-05-9)

See Exhibit 05-8 for a listing of agency names, contract numbers and CFDA numbers associated with
this finding.

Statement of Condition

Grantor entities require billings in specific formats and/or pre-approval for certain expenditures. Adherence to
these requirements was not consistently achieved.

Criteria

The OMB Circular A-133 Compliance Supplement Section 3-N states that the specific requirements for
Special Tests and Provisions are unique to each Federal program and are found in the laws, regulations, and
the provisions of the contract or grant agreements pertaining to the program. The awards in Exhibit 05-8
required billings in certain formats with required information and required pre-approvals for certain expenses.
Effect

GTRC and GIT’s system for ensuring invoices include all contractually required information and pre-approval
was not operating adequately. As a result, reimbursement could be delayed and/or may be denied for
expenditures that were not listed in the initial budget.

Cause

The grantor’s specific billing instructions were not followed.

Recommendation

Efforts should be made by GTRC and GIT to ensure that all invoices are submitted to the grantor agencies in
accordance with the terms and conditions of the contract.

Questioned Cost

None
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Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

SPECIAL TESTS AND PROVISIONS

GT 05-8 Lack of Adherence to Sponsor Specific Invoice Instructions and Pre-Approvals (Finding Control
Number: FA-503-05-9) (Continued)

Management Response

We concur with this finding and recommendation. Prior to August 31, 2006, actions identified below will
be taken to address the weaknesses identified in this finding to help ensure that all special terms and
conditions of sponsored agreements related to the invoices to sponsors are completed in accordance with
Institute policies and procedures and the terms and conditions of the sponsored agreement.

1. Complete a review of the sponsored project files to identify the weaknesses identified in this finding, and
where necessary, complete all additional work required to obtain required approvals and assure compliance
the appropriate requirements.

2. Study the finding presented above and notify the Project Director, Campus Financial Officer, and Project
Accountant that all invoicing procedures were not completed in accordance with the terms and conditions of
the sponsored agreement and with Institute policies and procedures, and that these actions were identified in a
finding in the Annual A-133 Audit report as having no been managed properly. This notification will
indicate the need for improved performance.

3. Enhance the information presented in Grants and Contracts Accounting Office training programs about the
important of completing all invoicing in accordance the terms and condition of sponsored agreements and
Institute policies and procedures.

Contact Person: Charles T. Duffy, Director, Office of Grants & Contracts Accounting
Telephone: 404-894-1026; Fax 404-894-5519; E-Mail: chuck.duffy@business.gatech.edu

25



Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit

and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements
FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

SPECIAL TESTS AND PROVISIONS

Schedule of Findings, Recommendations, Questioned Costs,

GT 05-8 Lack of Adherence to Sponsor Invoice Instructions and Pre-Approvals (Finding Control Number: FA-

503-05-9)

Exhibit 05-8 Lack of Adherence to Sponsor Invoice Instructions and Pre-Approvals

Cluster /
CFDA Major Pass-Through Grantor / Program Reference
Agency Number Program Title Contract Number Number Issue
NSF 47.0FA R&D University Corp for Atmospheric DMR-9733160 R1043  Foreign travel expenditure required pre-
Research
approval, that was not obtained

Transportation 20.0FA R&D University of Michigan 3000418443 A7314  Invoice was not propetly certified or signed
as requited by the contract.

DOD 12.0FA R&D Lockheed Martin TT0678126 AT761  Invoice was not signed or stamped by the proper
authorizing personnel.

GSA 39.000 R&D General Service Administration GST0404DE0170 AT7415  'The grant agreement tequired invoices to include
specific data, and this information was not included on
the invoice and the invoice was signed or stamped as
required.

DOD 12.0FA R&D Mission Res Corp SC-SP46-00-0003 AG488  Invoice included the certification requited by the
contract, but the invoice was not signed or stamped by
the proper authorizing personnel.

Navy 12.300 R&D Basic and Applied Scientific Research ~ N00600-02-D-1056-0010  A6977  Special instructions may be contained in Basic
Ordering Agreement 461- Article G. Article G not
provided for audit.

Navy 12.300 R&D Basic and Applied Scientific Research ~ N00600-02-D-1056-0010 ~ AG977  Invoice was not signed or stamped by the proper
authorizing personnel.

Navy 12.300 R&D Basic and Applied Scientific Research N00014-03-C-0114 A7141  Invoice was not signed or stamped by the proper
authorizing personnel.

GSA 39.0FA R&D General Service Administration TOA02BF0245 A7150  'The grant agreement required invoices to include specific
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Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

MATCHING, LEVEL OF EFFORT, EARMARKING

GT 05-9 Matching Funds Not Timely Submitted to Sponsor (Finding Control Number: FA-503-05-10)

Finding No. GT 05-9 Matching Funds Not Timely Submitted to Sponsor

CFDA Cluster / Major  Pass-Through Grantor

Agency Number Program / Program Title Coniract Number  Reference Number Issue

Defense

NSF

12.300 RE&D Anteon Cotp 31089 R223T batch inchaded in badget proposal,
bt it wras not formally tracked by
the Offie of Sponsored Programs.

47.041 RE&D Engineering Grants BES-0095530 R2983 Request to extend orgina proposed
matching peiod not subsmitted i1
a titmely mater tesulting in 2
$50.45 shost fall in meeting match
tequiterent 0l al on-goiT

project.

Statement of Condition

In order to obtain certain awards, GTRC and GIT must provide matching funds. Documentation of the match
was not available for audit. Requests for an extension of time to contribute matching funds were not timely
submitted to grantor agency.

Criteria

The OMB Circular A-133 Compliance Supplement Section 5 Research and Development Programs 111.G.1.
Matching states non-Federal entities may be required to share in the cost of research either on an overall entity
or individual grant basis. The specific program regulations or individual Federal award will specify the
matching requirements if applicable. The matching requirement was included in the budget proposal for the
two grants noted in Exhibit 5-8

Effect
GTRC and GIT’s system for ensuring the matching requirement had been met was not operating effectively.

Not meeting the matching requirement, as stated in the contract, could lead to delayed or decreased funding for
GTRC and GIT grants and contracts.
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Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

MATCHING, LEVEL OF EFFORT, EARMARKING

GT 05-9 Matching Funds Not Timely Submitted to Sponsor (Finding Control Number: FA-503-05-10)
(Continued)

Cause

The matching requirement was not formally established for one grant, and the required matching levels for the
other grant were not consistently monitored.

Recommendation

GTRC and GIT should improve controls identifying matching obligations and progress.

Questioned Cost

The $50.47 remaining match requirement is a questioned cost.

Management Response

We concur with this finding and recommendation and existing Institute policies and procedures provide for
the accounting and reporting of all cost share obligations as described in the recommendation. Prior to
August 31, 2006, actions identified below will be taken to address the instances of non-compliance identified
in this finding.

1. Study the findings presented above and notify the Project Director, Campus Financial Officer, Project
Accountant and Contract Officers that the cost share obligations for these two sponsored projects were not
managed in accordance with Institute policies and procedures and that these actions were identified in a
finding in the Annual A-133 Audit report as having not been managed properly. This notification will
indicate the need for improved performance.

2. Complete sponsored project accounting for these two projects to assure compliance with all applicable
requirements.

3. Enhance the information presented in Grants and Contracts Accounting Office and Office of Sponsored
Programs training programs about the importance of identifying all cost share obligations included in
sponsored awards, establishing and managing cost share projects in the accounting records, and making
appropriate expenditures to assure the completion of cost share requirements in a timely manner.

Contact Person: Charles T. Duffy, Director, Office of Grants & Contracts Accounting
Telephone: 404-894-1026; Fax 404-894-5519; E-Mail: chuck.duffy@business.gatech.edu
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Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
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Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
ALLOWABLE COSTS/COST PRINCIPLES

GT 05-10 Late Labor Cost Transfers (Finding Control Number: FA-503-05-11)

Finding No. 05-10 Late Labor Cost Transfers

Late
CFDA  Cluster / Major  Pass-Through Grantoer / Reference  Billed
Agency Number Program Program Title Contract Number ~ Number  Amount
Enerry 81.0FA R&D Crenieral Flectric Co. EP-2003- 3002 R4a09 12,310

Statement of Condition

Grants and contracts has established a 30 and 60 day limit to transfer labor costs to the proper project. A fiscal
year 2004 transfer did not take place until fiscal year 2005.

Criteria

The Office of Management and Budget Circular A-21, section J.10.c.(1)(e), provides that at least annually, a
statement will be signed by the employee stating that salaries and wages charged to sponsored agreements are
reasonable in relation to the work performed. It is GIT/GTRC/GTARC policy that personnel under the Plan
Confirmation System sign an ASR on a yearly basis. In addition, Grants and Contracts Accounting (“G&C”)
has a separate procedure, 3.2 Personal Services Reporting Under the Plan Confirmation System, requiring
labor cost transfers to be made within 30 days and 60 days. The transfers must be justified. This procedure is
supported by Salary, Planning and Distribution department procedures and practices.

Effect

These transfers could result in misallocation of costs on government contracts and incorrect billings to the
government.

Cause

Personnel do not always transfer costs on a timely basis. The condition results from GTRC and GIT operating
on a budgeting system where work is planned a fiscal year in advance, so there will always be changes. G&C
monitors the late transfers on a monthly basis by evaluating the reasons for late transfers, following up with
department heads, and providing training to the personnel who continue to transfer labor cost past 60 days and
the fiscal year. Although the situation has improved as a result of G&C efforts, late transfers continue to
occur.

Recommendation

GTRC and GIT should continue to monitor, inform and train personnel who continue to transfer costs beyond
the 30 and 60 day limitations to ensure costs get properly allocated to contracts and to ensure correct billings
to the grantor agencies.

Questioned Cost

None.
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Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
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Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
ALLOWABLE COSTS/COST PRINCIPLES

GT 05-10 Late Labor Cost Transfers (Finding Control Number: FA-503-05-11)

Management Response

We concur with this finding and recommendation. During recent years, significant attention has been focused
on the development and implementation of improvements to the Plan Confirmation System procedures that are
designed to eliminate or reduce instances of late salary distribution changes, and these efforts will be
continued. Prior to August 31, 2006, actions identified below will be taken a address the problem identified in
this finding to help ensure that all required salary Cost Transfers are completed in a timely manner.

1. Study the finding identified above and notify the Project Director, Campus Financial Officer and Project
Accountant that the late salary cost transfer was identified as a finding in the Annual A-133 Audit report as
having been processed in a timely manner, within 60 days of payment. This notification will indicate the need
for improved performance.

2. Continue to use the new Web Based reporting procedures that identify the departments, project directors and
employees covered by late salary distribution changes. This report was implemented to help identify the
departments, project directors, and employees where additional training in the system requirements is needed.
3. Enhance the information presented in Grants and Contracts Accounting Office and Office of Sponsored
Programs training programs about the important of completing all salary cost transfers on a timely manner,
within 60 days after payment.

Contact Person: Charles T. Duffy, Director, Office of Grants & Contracts Accounting
Telephone: 404-894-1026; Fax 404-894-5519; E-Mail: chuck.duffy@business.gatech.edu
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and Corrective Action Plans
Year Ended June 30, 2005

Grant Thornton, LLP A-133 Compliance Requirements

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

CASH MANAGEMENT

GT 05-11 Lack of Adherence to Requests for Reimbursement (Finding Control Number: FA-503-05-12)
Finding No. GT 05-11 Lack of Adherence to Requests for Reimbursement

CFDA  Cluster;/  Pass-Through Grantor Contract Reference
Agency Number Major / Program Tite Number Number Issue

Enesy B1.0FA RED General Electrin Co. EP-2003-G3-002  ER4609  Finainvoice of $117,451 billed in Decesnber 2004
while wroth contitneed through June 2005
sesulting in $354 of overbillings to sponsor.

Statement of Condition

Certain grants and contracts entered into by GTRC and GIT are administered on a cost reimbursement basis,
therefore, requiring expenditures to be incurred prior to the request for reimbursement. Adherence to this
provision was not consistently followed.

Criteria

The OMB Circular A-133 Compliance Supplement Section 3-N states that when entities are funded on a
reimbursement basis, program costs must be paid by the grant recipient before reimbursement is requested
from the Federal Government. When funds are advanced, recipients must follow procedures to minimize the
time elapsing between the transfer of funds from the U.S. Treasury and disbursement.

Effect

GTRC and GIT’s system for ensuring reimbursement requests occur subsequent to expenditures is not
operating effectively, as evidenced by instances of reimbursement requests being submitted prior to
expenditures being incurred.

Cause

Formal documentation was not obtained to substantiate sponsor requested advance billing.

Recommendation

GTRC and GIT should increase efforts to improve controls to ensure that no reimbursements will be requested
without evidence of an expenditure being incurred.

Questioned Cost

The $117,451 of advance billing represents a questioned cost.
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FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

CASH MANAGEMENT

GT 05-11 Lack of Adherence to Requests or Reimbursement (Finding Control Number: FA-503-05-12)
(Continued)

Management Response

We concur with this finding and recommendation. Prior to August 31, 2006, actions identified below will

be taken to address the weaknesses identified in this finding to help ensure that all requirements related

to timing of the preparation and submission of invoices to sponsors be completed in accordance with Institute
policies and procedures and the terms and conditions of the sponsored agreement.

1. Complete project close-out procedures for the project identified in this finding and clear all open balances
due to or due from the sponsor. In certain instances, allowable charges to sponsored projects, which are
invoiced on a monthly basis, are subsequently reduced when goods are returned to a vendor or other cost
reduction are identified. These changes in costs are to be addressed in a timely manner.

2. Study the finding presented above and notify the Project Director, Campus Financial Officer, and Project
Accountant that all invoicing procedures were not completed in accordance with the terms and conditions of
the sponsored agreement and with Institute policies and procedures, and that these actions were identified in a
finding in the Annual A-133 Audit report as having not been managed properly. This notification will
indicate the need for improved performance.

3. Enhance the information presented in Grants and Contracts Accounting Office and Office of Sponsored
Programs training programs about the important of completing all charges to sponsored projects in a timely
manner to permit invoicing in accordance the terms and condition of sponsored agreements and Institute
policies and procedures.

Contact Person: Charles T. Duffy, Director, Office of Grants & Contracts Accounting
Telephone: 404-894-1026; Fax 404-894-5519; E-Mail: chuck.duffy@business.gatech.edu
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FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

EQUIPMENT AND REAL PROPERTY MANAGEMENT

GT 05-12 Failure to Comply with Federal Property Management Standards (Finding Number:
FA-503-05-01)

Statement of Condition

GIT and GTRC’s management did not follow Federal property disposition guidelines with respect to
disposition of property/equipment purchased with Federal funds where title vests with GIT/GTARC and when
required by grant agreements or the Federal awarding agency.

Criteria

The OMB Circular A-133 Compliance Supplement Section 3-F requires equipment records shall be
maintained, a physical inventory of equipment shall be taken once every two years and reconciled to the
equipment records, an appropriate control system shall be used to safeguard equipment, and equipment shall
be adequately maintained.

Effect

GTRC and GIT did not properly account for and dispose of exempt property in accordance with Federal
guidelines when required by terms of the grant or the Federal awarding agency.

Cause
Management failed to have appropriate procedures in place to ensure that dispositions of exempt property
were properly handled in accordance with Federal guidelines when required by the Federal grant agreement or

by the Federal awarding agency.

Recommendation

GTRC and GIT should establish and implement controls to ensure that inventory records for equipment
acquired with Federal funds comply fully with Federal regulations, conditions of specific grant agreements or
Federal grantor agency guidelines, whichever is applicable.

Questioned Cost

None
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FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

EQUIPMENT AND REAL PROPERTY MANAGEMENT

GT 05-12 Failure to Comply with Federal Property Management Standards (Finding Number:
FA-503-05-01) (Continued)

Management Response:

Management concurs that there is a need to establish and implement controls to ensure that
equipment acquired with Federal funds is managed in accordance with specific grant agreements or
Federal grantor agency guidelines, whichever is applicable.

While existing policies and procedures provide for proper accounting for equipment acquired with
Federal funds when title is to be retained by the sponsor and for equipment acquired with Federal
funds when title is to be held by the Institute under the exempt property standards, existing
procedures do not address instances when Federal agencies award title to the Institute, but retain
control over transfers and/or disposition of the equipment.

Prior to August 31, 2006, actions identified below will be taken to address the weaknesses identified
in this finding to help ensure that equipment acquired with Federal funds is accounted for in
accordance with applicable requirements.

1. Work will be initiated with the Office of Naval Research, the Institute’s cognizant Federal agency,
to determine if it would be acceptable for the Institute to establish procedures to have all equipment
classified as either sponsor owned equipment or Institute owned equipment and exempt property
upon acquisition, without further obligation to the Federal Government. The Institute would not
accept awards with proposed equipment acquisitions from Federal agencies with provisions that
require the recipient to take title to equipment subject to special provisions after purchase.

2. Should it not be possible to obtain Office of Naval Research approval of the procedure outlined
above, work will be outlined to provide for a new category of equipment with title held by the
Institute, subject to special sponsor requirements. Upon or prior to termination of all projects
identified with special equipment disposition instructions, GIT will forward a request to the
appropriate Federal agency requesting that title to all equipment purchased under the individual
agreement be retained by GIT without further obligation to the Federal Government. Final
disposition will be made in accordance with the approval or disapproval of these individual requests.

Contact Person: Henry Spinks, Controller
Telephone: 404-894-5143; Fax: 404-894-0136; E-Mail: henry.spinks@business.gatech.edu
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Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
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Status of FY 2004 Prior Year Findings and Questioned Costs

Department of Audits of the State of Georgia

FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS
REVENUE/RECEIVABLES/RECEIPTS

Failure to Monitor Sponsored Projects

Finding Control Number: FS-503-04-01

Condition: Georgia Institute of Technology did not adequately monitor the timeliness of
charges and collection efforts on their Sponsored Projects, which resulted in
funds due the Institute becoming uncollectible. These uncollectible amounts for
certain Sponsored Projects in Restricted funds were funded by General
Operations (Resident Instruction Fund).

Criteria: The, Board of Regents of the University System of Georgia's Business
Procedures Manual, Section 10.4.1 (4), as revised, requires that uncollectible
accounts must be identified by fund and that "fund integrity must be maintained
at all times with regard to the uncollectible accounts”. Section 10.4.3 also states
"federal receivables resulting from contract or grant activity are to be considered,
for write-off purposes, as disallowed charges. The funding source for disallowed
charges is indirect cost recoveries (revenue)."”

Questioned Cost:  N/A

Information: An examination of the uncollectible amounts funded by the Resident Instruction
fund disclosed the following:
1. Two expired project agreements had inadequate collection procedures.
2. On nine projects collection of membership dues was inadequate to support
research expenditures.
3. Two project agreements had inadequate collection procedures.
4. Two projects showed funds were due however the Sponsor stated that
payment had been made.
5. Thirty projects had costs rejected because they were incurred or identified
after the project termination date.
6. One project had expenses that were based on anticipated funding that was
not realized.

Cause: Management at Georgia Institute of Technology failed to adequately monitor

charges to and collections of certain Sponsored Projects within the Restricted
funds of the Institute.
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FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS

REVENUE/RECEIVABLES/RECEIPTS
Failure to Monitor Sponsored Projects
Finding Control Number: FS-503-04-01 (Continued)

Effect:

Recommendation:

As a result of the weaknesses identified, certain Sponsored Projects reflected
accounts receivable which were uncollectible due to inadequate collection
procedures and/or disallowed charges. These uncollectible amounts were funded
by the General Operations (Resident Instruction Fund) of the Institute. However,
the funding source for these uncollectibles should be the Indirect Cost
Recoveries Fund.

Institute management should strengthen controls to ensure that charges against
Sponsored Projects are made in a timely manner to facilitate prompt billing.
Also, accounts receivable related to these charges should be closely monitored to
ensure proper collection from Sponsors.

Management Response: Institute management concurs with the audit recommendation that the

Institute needs to strengthen controls to ensure that charges against Sponsored
Projects are made in a timely manner to facilitate prompt billing and collection
of funds from sponsors. In addition, improvements in Accounts Receivable
monitoring procedures need to be implemented. Specific action steps to be taken
to address these needs are described below:

1. Enhance current monthly reporting of sponsored projects that have term dates
during the next 90 days to encourage corrective action when needed to complete
all sponsored activities and/or to complete all required expenditures prior to the
end of the agreements. When necessary, revisions to contract terms should be
requested to assure timely completion of project activities on time. This task is
to be completed on or before December 31, 2005.

2. Implement new “Expenditure Rate Reporting” procedures that match actual
expenditures on Sponsored projects to estimated project budget by month. This
reporting is designed to highlight the need to change project activities and/or
change the project schedule to match the terms and condition of the agreements.
This task is to be completed on or before December 31, 2005.
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Department of Audits of the State of Georgia

FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS
REVENUE/RECEIVABLES/RECEIPTS

Failure to Monitor Sponsored Projects

Finding Control Number: FS-503-04-01 (Continued)

3. Implement new sponsored project Accounts Receivable Balances monitoring
procedures to identify instances where action is needed to assure timely
collection of funds. Where collections cannot be made within the required time
period, sponsored project costs will need to be adjusted to other appropriate fund
sources. This task is to be completed on or before December 31, 2005.

Contact Person: Charles T. Duffy, Director, Grants and Contracts Accounting Office
Telephone: 404-894-1026; Fax 404-894-5519; E-Mail: chuck.duffy@business.gatech.edu

Based on the work performed, the Corrective Action Plan is considered Partially Resolved.
The Corrective Action Plan includes three steps and the progress of each is presented below:

Management Response: Institute management concurs with the audit recommendation that the Institute
needs to strengthen controls to ensure that charges against Sponsored Projects are made in a timely manner to
facilitate prompt billing and collection of funds from sponsors. In addition, improvements in Accounts
Receivable monitoring procedures need to be implemented. Specific action steps to be taken to address these
needs are described below:

1. Enhance current monthly reporting of sponsored projects that have term dates during the next 90 days to
encourage corrective action when needed to complete all sponsored activities and/or to complete all required
expenditures prior to the end of the agreements. When necessary, revisions to contract terms should be
requested to assure timely completion of project activities on time. This task is to be completed on or before
December 31, 2005.

Status: Corrective Action Plan Implemented
Action was taken to highlight sponsored projects with term dates within 30 days. This reporting, which
supplements the 90 days to term reporting has produced improved results.

2. Implement new “Expenditure Rate Reporting” procedures that match actual expenditures on Sponsored
projects to estimated project budget by month. This reporting is designed to highlight the need to change
project activities and/or change the project schedule to match the terms and condition of the agreements. This
task is to be completed on or before December 31, 2005.

Status: Corrective Action Plan Implemented

The system design and programming work was been completed and the August 31, 2005 Expenditure Reports
were published on a test basis as of September 8, 2005. Since that time, revisions have been made and
monthly reports are now made available on the campus web site for the use of financial managers and project
directors as needed.

37


mailto:chuck.duffy@business.gatech.edu

Georgia Institute of Technology/Georgia Tech Research Corporation
A-133 Coordinated Audit
Schedule of Findings, Recommendations, Questioned Costs,
and Corrective Action Plans
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Department of Audits of the State of Georgia

FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS
REVENUE/RECEIVABLES/RECEIPTS

Failure to Monitor Sponsored Projects

Finding Control Number: FS-503-04-01 (Continued)

3. Implement new sponsored project Accounts Receivable Balances monitoring procedures to identify
instances where action is needed to assure timely collection of funds. Where collections cannot be made
within the required time period, sponsored project costs will need to be adjusted to other appropriate fund
sources. This task is to be completed on or before December 31, 2005.

Status: Partially Resolved

New accounting analysis work was completed to age the Accounts Receivable Balances as of June 30, 2005
and as of December 31, 2005. These results have been used to target sponsored projects that require corrective
actions. Plans have been made to analyze the Accounts Receivable balances on a quarterly basis to assure the
desired improvements. This work is to be completed by April 30, 2006.

Contact Person: Charles T. Duffy, Director, Grants and Contracts Accounting Office
Telephone: 404-894-1026; Fax 404-894-5519; E-Mail: chuck.duffy@business.gatech.edu

Status: Corrective Action Partially Resolved
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