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Consultant Overhead Rates

Who is responsible for verifying O.H. Rates?

What is an Overhead Rate? 

Example of How O.H. Rates are Calculated

National Peer Reviews

Federal Rules and Guidance

NDOT’s Process for Auditing O.H. Rates



NDOT Audit Services Division



Audit Services Duties



What is an Overhead Rate?
• Direct Labor Costs – Any Cost Identified With a Single Project 

or Cost Objective.  

• Indirect Cost – Costs not directly identified with a single 
project or cost objective.
– Fringe Benefits
– General Overhead 
– Allowable 
– Unallowable

Overhead Rate  =    Total Indirect Costs   
(Percentage)       Total Direct Labor Costs



National Rules & Guidance

• Code of Federal Regulations (48 CFR 12)
• CAS – Cost Accounting Standards
• FAR – Federal Acquisition Regulation, Part 31
• GAAP – Generally Accepted Accounting Principles
• GAAS – Generally Accepted Auditing Standards  
• GAGAS – Government Auditing Standards
• AASHTO Uniform Audit & Accounting Guide
• State DOT Peer Reviews



GUIDE



National Peer Review



1. The name of the Division is changed to “Audit Services” from “Internal Audit 
Division”;

2. Audit responsibilities are grouped as “Internal Audit Activity” and “External Audit 
Activity” (minimum requirement per GAGAS 3.31 and 3.32 is “Internal Audit 
Activity”);

3. NDOT TP 1-1-8, Audits will be revised in such a way that it will suffice as “Audit 
Charter”;

4. There will be a dashed line between Chief Auditor position and NDOT Board of 
Directors of the Department Organization Chart; and

5. The Audit Services Annual Management Report consisting of an annual audit plan, 
resources and its applications, responsibilities and accomplishments will be reported to 
the NDOT Board of Directors (audit organizations that conduct audits in accordance with 
GAGAS are encouraged to use the IIA standards in conjunction with GAGAS – in order to 
use the IIA standards, auditors may need additional trainings to improve their 
knowledge, skills, and abilities.  As such, it is not necessary to follow guidelines stated in 
the model internal audit activity charter as provided by the Peer Review Team.)

Peer Review Recommendations







Overhead Rate Process

• Mail Survey Packet to Consultant
• Send Internal Controls Questionnaire 
• Verify Expense Accounts/Timesheets
• Analyze Consultant’s Accounting System
• Verify Executive Compensation Schedule
• Prepare Audit Report & Send to Project Mgr.
• Project Manager Negotiates Contract



National Overhead Rates

University O.H. Rates 
Nat’l Ave. = 152%

UNR & UNLV = 123%

NDOT Consultants = 110%-185%
Average = 159%



Key Takeaways

Follow National Federal Rules & Guidance Docs 

Participate in National Peer Reviews 

Tremendous Consistency Among State DOTs

NDOT’s Rates Compare Favorably with National Rates
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