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ACEC Winter Meeting 

February 9, 2018 



 

Provide Reasonable Assurance an overhead 

is prepared in accordance to the Federal 

Acquisition Regulation (FAR) 

2 

https://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwjvpN6D7Y7ZAhWF34MKHZARB9IQjRwIBw&url=https://www.canstockphoto.com/office-workers-holding-puzzles-33623041.html&psig=AOvVaw1HqIUIH16ZR8fmp3PLxMTf&ust=1517922642215512


3 

Not enough clear information to understand the accounting 

processes used by your firm. 
 

TIMESHEETS: 

For example, timesheets do not have enough detail to show 

how Direct (project related hours) or Indirect (non-project 

related hours) are recorded consistently. 

 

How do you take the information from the timesheet to the 

accounting process? 
 



• Review overhead rate schedules 
 

• Does the accounting system have the ability to: 
 

• Segregate direct (project related) and indirect costs (non-

project related)  

• Identify unallowable costs 

• Are those costs: 

• Reasonable, 

• Allocable to the A/E services 

• Allowable. 
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www.modot.org 
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MoDOT Consultant Website  
www.modot.org or www.modot.gov 

To access the Consultant Resource enter the site by  

 

1. Hover over “Doing Business with MoDOT” and select Consultant Services 

 

2.  OR select from the menu below. 



7 

Consultant Services Homepage 
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Consultant Prequalification List, as well as 

the LPA and MoDOT OnCall List 
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Consultant Prequalification List, as well as 

the LPA and MoDOT OnCall List 

To view listed MoDOT and Local Public Agency Solicitation – select Solicitations 

(RFQ) Opportunities. 

 

Prime consultants must be listed on the Consultant Prequalification list before the firm is 

eligible to provide design related services. 
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Solicitations (RFQ) Opportunities 

Take time to review 

& become familiar 

with this site and 

resources available 

to you and your 

firm. 
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Design Related Consultant Services 

Design 

Related 

Consultant 

Services 

includes a 

dropdown 

menu  
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Bridge Forms are located under Bridge Information 

MoDOT Bridge Consultants Only  

(Not required for LPA Consultants) 

 

All bridge plans for MoDOT projects must be signed and 

sealed by a professional engineer from a firm that is 

prequalified for bridge design (with the firm’s logo shown in 

the title block of the bridge plans). 
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CADD Environment 
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• FHWA Consultant Contracting Q/A 

 

• ACEC – American Council of Engineering 

Companies of Missouri 
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Consultant Prequalification Requirements 
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Qualifications & Certifications 

  

Step 1: Annual Statement of Qualifications 

Provide one of the following options to fulfill the Annual Statement of Qualifications 

requirement: 

 

Option 1: The document used by your firm for potential clients; 

 

Option 2: SF 254 Architect and Engineering Questionnaire - obsolete federal form 

SF 254 Architect-Engineer & Related Services Questionnaire 

 

Option 3: SF 330 Architect and Engineering Questionnaire - Part I and/or Part II 

SF 330 Architect-Engineer Questionnaire 

https://prod.modot.info/media/11928
https://prod.modot.info/media/11928
https://prod.modot.info/media/11928
https://prod.modot.info/media/11929
https://prod.modot.info/media/11929
https://prod.modot.info/media/11929
https://prod.modot.info/media/11929
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Step 3: E-Verify Requirements 

 

Your firm must participate in the Department of Homeland Security Worker Eligibility E-

Verify Program. 

 

PROVIDE: 

 

A copy of the Annual Worker Eligibility Affidavit and at a minimum, the 1st page and 

signature page(s) of the Memorandum of Understanding your firm has with 

the  Department of Homeland Security.   

 

 

Department of Homeland Security E-Verify 

Sole Proprietorship 

Annual Worker Eligibility Verification Affidavit 

https://www.e-verify.gov/
https://www.e-verify.gov/
https://www.e-verify.gov/
http://epg.modot.org/index.php?title=236.3_Administration236.3.11.1_Sole_Proprietors
https://prod.modot.info/media/12110


 

Required for contracts exceeding $5,000  

• E-verify MOU  

• Does not change and requires your firm’s signature and the 
signature of the DHS to be valid. (electronic signatures are 
accepted) 

• The affidavit is required annually and provides assurances that 
your firm is still in compliance of the E-Verify MOU. 

Sole Proprietors without an EIN cannot participate in the E-Verify 

Program 
 

Sole Proprietors will need to provide Affirmative Proof of 

Citizenship, that may be a document used when renewing or 

obtaining a license from the Dept. of Revenue. See EPG 236.3.11.2 
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MoDOT accepts financial information throughout year; however, firms 

are encouraged to submit their info, for the most recent completed 

fiscal year, no later than six months after the close of that fiscal year. 

MoDOT utilizes a risk based review process that provides a realistic 

assessment of A/E firm’s financial situation.  

MoDOT auditors review the firm’s Internal Control Questionnaire 

(ICQ) to determine if accounting processes and procedures are in 

place to segregate direct and indirect costs, as well as, identify and 

remove unallowable costs from the overhead rate schedule. 
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Consultants must use the most up-to-date forms on the MoDOT 

Consultant Prequalification Requirements website.  

 

MoDOT’s request for information should be responded to within 30 

days of receipt. 
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Prequal 
Process 

Cover 
Sheet 

OH 

FS 

ICQ 

Exec 

Comp 

Cert 

ITEM 1 – Prequalification Cover Sheet  

The prequal documents are inter-related and  

must be cohesive on to another. 
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Audited 

Auditors review the FAR compliant 

audit; 
 

Tax return and financial statements 

are not necessary. 
 

Remember: Item 2, 3 & 4 is still 

required. 

Not Audited 
 

Auditors reference overhead rate 

accounts and costs to supporting 

financial statements.  
 

The financial statements accounts and 

costs are then referenced to the tax 

return.  

The lower half of the Prequalification 

Cover Sheet shows the required 

documents 



Overhead Rate Schedule must 
demonstrate a firm’s fundamental 
understanding of the FAR. 
 

 

The overhead rate schedule must 
be:  

 

 

• Provided in the required format 
with FAR references;  
 

• Report actual costs;  
 

• Traceable to financial statements 
if not audited;  
 

• Be mathematically correct.  



Reasonable Cost 

A cost is  reasonable, if, in its 

nature and amount, it does not 

exceed that which would be 

incurred by a prudent person in 

the conduct of competitive 

business. 
 

Allocable Cost 

A Government contract cost that 

is necessary to the overall 

operation of the business.  
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Examples: 
 

A seminar is being held in your home town and also in New York. New York 

is more fun but is it reasonable to fly to New York with all of the other costs 

associated with the trip or stay in your home town to attend the seminar? 
 

You need to fly – do you purchase a first class ticket or business class? The 

FAR will reimburse for the airline ticket based on lowest price available.  If 

the lowest price is not available, provide documentation demonstrating no 

available seats. The documentation can be a print screen to show date time 

flight availability.   
 

Other unallowable costs include, but not limited to, early boarding 

privileges or costs above per diem rates. 
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It is important to have cohesion between the prequalification 

documents. The following table shows how the documents are inter-

related and must reference one to another.  



Additional FAR references can be 

found on Appendix C in the 

AASHTO Uniform Audit and 

Accounting Guide.  

High Risk Categories included 

but are not limited to: 

• Direct Selling, Marketing, 

Employee Morale;  

• Food, Lodging, Travel-Per 

Diem Rates 

• Mileage Reimbursement 

• Professional Services 

• Legal Cost 

Consultant Prequalification Requirements  
Step 4 - Financial Prequalification Documents 



Taken together, the cost principles at FAR 31.205-13, Employee 

Morale, and FAR 31.205-14, Entertainment, expressly disallow 

certain costs, including: 

• Entertainment provided as part of public relations employee 

relations, or company celebrations; 

• Costs of amusement, diversions, social activities, and any 

directly associated costs, including tickets, meals, and lodging; 

and 

• Employee social events, including company picnics, theme and  

holiday parties. 

Consultants often do not disallow all of the costs that should be 

disallowed for meals and entertainment. 
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Consultant Prequalification Requirements  
Step 4 - Financial Prequalification Documents 
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The Risk-Based Assessment includes but is not limited to the 

review of the firms:  
 

• Accounting, Timekeeping, Bonus & IT policies and procedures;  

• Examples: security of data, approval levels, etc… 
 

• Control environment of the accounting system;  
 

• Ability of the firm to demonstrate fundamental FAR knowledge;  
 

• The firm’s ability to segregate direct and indirect cost and identify 

unallowable cost;  
 

• Proper allocation of labor cost to direct and indirect costs; 
 

 

Prequalification information is also used during Final Invoice Audits.  
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If your firm does not have written policies, provide an explanation 
to demonstrate your firm’s ability to consistently track costs 
between direct and indirect labor and how unallowable costs are 
identified and removed from the overhead. 

 

 

 

 

 
 

 

 

No will trigger questions 

Recognize the impact staff has to the reported financial statement  

amounts and subsequent impact to direct and indirect costs at the time 

the transaction is recorded? 
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Policies and Procedures - If no written policies exists, comments should be 

provided to demonstrate a system is in place to identify edits & deletions 

that may occur to the firm’s business records. 



Total-Hour Accounting System 
 

 

A total-hour accounting system records all hours worked by all 

employees, regardless of whether the employees are exempt 

from overtime pay or whether all direct labor hours are billed to 

specific contracts. 
  

Over 40 hours worked in a week must be recorded and equitably 

allocated to all related activities, including Federal awards.  
 

Additional information is included as part of uncompensated 

overtime. 
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• Does my firm allow timesheet 

revision/adjustments without the 

employee’s approval?  
 

• Who in our firm can revise/adjust 

timesheets?  
 

• How are revisions/adjustments on 

timesheets approved and 

tracked?  
 

• Who is authorized to review and 

edit/adjust timesheets?  
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Uncompensated Overtime – the company  is required 

to have an all hours worked by all employees, 

including managers and principals, regardless of 

whether the employees are exempt from overtime pay 

or whether all direct labor hours are billed to specific 

contracts. 
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Contract labor is a High Risk 

Category.  

 

If not clear, MoDOT will ask for 

additional information to 

determine if costs are 

allowable.   

 

Provide a written explanation 

of the process, policies and 

procedures to identify, 

calculate, and track the labor 

costs to include taxes and 

fringe benefits that are paid to 

the contract/purchase labor.  
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Consistent methodology is necessary to account for overtime 

premium: 
 

22.103-2 Overtime Policy 

Contractors shall perform all contracts, so far as practicable, without 

using overtime, particularly as a regular employment practice, 

except when lower overall costs to the Government will result or 

when it is necessary to meet urgent program needs. Any approved 

overtime, extra-pay shifts, and multi-shifts should be scheduled to 

achieve these objectives. 
 

Reference 22.103 for additional guidance 

Consultant Prequalification Requirements  
Step 4 - Financial Prequalification Documents 
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Consultant Prequalification Requirements  
Step 4 - Financial Prequalification Documents 
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Consultant Prequalification Requirements  
Step 4 - Financial Prequalification Documents 



The cost of personal use of vehicles is unallowable.  

This includes the portion of cost related to commuting to and from work.  

• As indicated in FAR 31.205-6(m)(2), costs are unallowable regardless of 

whether the cost is reported as taxable income to the employees!  

If the Consultant owns and/or leases vehicles, there will almost always be some 

disallowance. A disallowance can only be completely avoided if: 

• Vehicles are not available for personal use and are not used to commute 

to work (i.e. they are left at the Consultant’s office). 

• Employees reimburse the company for any personal use. 

If there are luxury vehicles, costs must also be reviewed to ensure they are 

reasonable in accordance with FAR 31.201-3. 

 

43 

Consultant Prequalification Requirements  
Step 4 - Financial Prequalification Documents 



Support that may be requested to determine allowability of costs 

 

• Mileage logs; 
 

• Support for expenses; 
 

• Accounting procedures manual; 
 

• Executive compensation analysis work papers. 
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Policies and Procedures - If no written policies exist, provide an explanation to 

demonstrate a system is in place to consistently manage how you determine eligibility 

for bonuses. 

Consultant Prequalification Requirements  
Step 4 - Financial Prequalification Documents 
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Common Control 

Exists in related-party transactions when business 

is conducted at less than arm’s length between 

businesses and/or persons that have a family or 

business relationship. Examples are transactions 

between family members, transactions between 

subsidiaries of the same parent company, or 

transactions between companies owned by the 

same person or persons. Common control exists 

when a related party has effective control over 

the operating and financial policies of the 

related entity. Effective control may exist even if 

the related party owns less than 50 percent of 

the related entity.  

This is the most misunderstand question on the 

ICQ. If the answer is “Yes” the firm rents from an 

entity with no common interest in the firm.  

What is the process the firm follows to 

demonstrate rent paid to a related party has 

been adjusted to the owners actual costs? 
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Related Party Rent cannot be developed using fair market value. 

Firms must provide documentation showing their methodology in 

determining owners actual costs, such as depreciation, taxes, 

insurance, facilities capital cost of money, and maintenance, 

provided that no part of such cost is a duplicate of any other 

allowed cost.  

Consultant Prequalification Requirements  
Step 4 - Financial Prequalification Documents 
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Financial Prequalification Requirements include links for 

Related Party Rent Information. The information is in the 

form of a worksheet, MoDOT Policy and Facilities Cost of 

Capital Rates. 
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NOTE:  

If the Company or its 

partners are beneficiaries, 

these costs are unallowable 

(Key Man Life Insurance) and 

must be removed from the 

overhead schedule.  

Consultant Prequalification Requirements  
Step 4 - Financial Prequalification Documents 
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Signature and Date is required for the document to be valid 

Consultant Prequalification Requirements  
Step 4 - Financial Prequalification Documents 



51 



 

The AASHTO website includes the recorded NCM webinar with the 

following slide.   
 

I encourage you to take the time to listen to the presentation 

​​National Compensation Matrix Webinar    
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Consultant Prequalification Requirements  
Step 4 - Financial Prequalification Documents 

Choose 1 of the 3 Options to complete the Executive Compensation requirements:  

 

1.  Complete the National Compensation Matrix located on the AASHTO Committee of 

 Internal and External Audit website; or 

2.  Submit the work papers used to determine reasonableness of compensation using at least 

 three Salary Surveys; or 

3. Provide a table listing the executive titles, total wages paid including taxable benefits 

and any bonuses paid. 

 

• If providing the table, include notes to describe the bonus paid. For example, is the bonus 

based on performance or is it a distribution of profits? 

 

• Have the executive compensation identified and removed unallowable compensation. For 

example, does the compensation include personal use of company vehicle or marketing 

type activities? 
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Amount may be obtained from 

ICQ or Prequal Cover Sheet 



55 



56 

• Provide this document in same format 

and with same language 

 

• IDC rate must match the rate reported 

on the overhead 

 

• List separately the overhead rate and 

Facilities Capital Cost of Money Rate 

(FCCM). The FCCM is a calculation to 

claim an imputed interest amount to 

recuperate a firm’s capital costs 

employed when performing government 

contracts. FCCM is calculated on actual 

labor hours without overhead or fixed 

fee applied. 

 

• Fiscal Period Covered must be accurate 

 

• Document must be signed and dated to 

be valid 
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FAR regulations do not allow for an averaging of overhead rates.  
 

Reference  31.201-4, 31.203(f); CAS 401, 402, 403, & 405; 23 U.S.C. 

112(D) & 23 CFR 172.7(b). 
 

You may wish to use a voluntarily reduced, as long as, less than the actual rate. 

Firms may elect to use a voluntarily reduced overhead rate to bring the 

negotiated rate into a more competitive range, especially if the firm has 

experience significant fluctuations in their overhead rate from year to year. 
 

For example, the actual cost rate is 150% and is in effect in Year 1 of the 

contract, the parties can agree to lock this rate in, or extend it for some period 

of time beyond one year, if all the parties agree. This applies only on a 

contract-by-contract basis, not necessarily for general prequalification 

requirements. 

 

Is averaging overhead allowable? 
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The time spent to complete the financial prequal review is 

dependent on the quality and content of the documents 

provided by the firm. 

 

Audited OH rates are typically reviewed more quickly then 

unaudited OH rates. 
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How long does it take to complete a prequalification review? 
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Pro Bono 

• Records as direct labor same as non-billable costs 

• Could be considered a conflict of interest  

 

Chamber of Commerce & Other Civic Organizations 

• Allowable if the entity can demonstrate unallowable 

activities were identified and removed from 

overhead 
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Approved Consultant Prequalification List 
 

 

What does “pending” mean?  
 

Pending indicates the financial prequalification documents are 

adequate for a preliminary determination  
 

Is a consultant eligible to submit a letter of interest to a 

RFQ/RFP?   
 

Yes, the firm is eligible to respond to RFQ and RFP 

advertisements 
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ALLOWABLE 

• Internal Revenue Code (IRC) 

allows deductions for 

advertising; interest; 50% of 

entertainment costs, including 

alcoholic beverages; and full 

rental 

UNALLOWABLE 

• Federal Acquisition 

Regulation disallows 

marketing; advertising; 

interest, alcoholic, 

entertainment…  
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In Short, IRC is not the same as FAR 
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The AASHTO Guide provides criteria in selecting a CPA.  

Among other factors, the Guide indicates that the CPA should:  

• Experienced in GAGAS, the provisions of FAR Part 31, 

Cost Accounting Standards, related laws and 

regulations, and the guidelines and recommendations set 

forth in the Guide, and 

• Should have knowledge of the A/E industry and common 

operating practices. 
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How are reasonableness of cost determined? 

FAR 48 CFR 31.201-3, Determining Reasonableness 
 

Reasonable Cost - A cost is reasonable if, in its nature and 

amount, it does not exceed that which would be incurred by a 

prudent person in the conduct of competitive business. 
 

MoDOT & LPA will review Other Direct Cost. 
 

High Risk Categories include but are not limited to the following.   

• Food 

• Lodging 

• Travel & Mileage Reimbursement 
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Are sub-consultants required to be prequalified?  No 
 

MoDOT does not required sub-consultants however, it is strongly encouraged.  
 

Requirements: 
 

• Sub-consultants must be registered to do business in Missouri, 

• If applicable, registration through Missouri Professional Registration, 

• Participate in the DHS Program known as E-Verify 

• Provide a Certification of Final Indirect Costs 
 

Additional information provided on the MoDOT Consultant Services website - 

Sub-Consultant Requirements tab. 
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The FAR does not allow for Section 179 or bonus depreciation costs as an 

allowable expense on the overhead or in the related party rent 

calculations. 

 

Allowable depreciation is limited to what is acceptable to the financial 

statements. 

 

Financial Statements developed in accordance with Generally Accepted 

Accounting Practices. 
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Contact: 

Sandra Riley 

Missouri Department of Transportation 

Audits and Investigations Division 

573.522.2002 

sandra.riley@modot.mo.gov 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwjD7eLJiJLZAhWIzIMKHRgNCaoQjRwIBw&url=http://www.ky3.com/content/news/407222725.html&psig=AOvVaw0rSpStAKpDVYDtl9J_OxHG&ust=1518033175188412

