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Administrative Qualifications Overview 

 PEPS AQ Section and Audit Office

 Overhead Audit (OHA) Review

 Full Audit

 12 Month Cycle Beginning 6 Months After Close of Financial 
Year

 When To Submit for Review

 95% of firms AQ expire June 30th
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What’s New in AQ
Roy Gonzales
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What’s New in AQ

 AQ Review Queue

 First In First Out

 Incomplete submissions in pending status

 Cognizant Letters processed immediately

 Preliminary AQ Approved Status

 Response required within 5 business days

 AQ status remains during rate discussion

 Bonuses 

 DCAA Ruling

 Written Bonus Plan per AASHTO Audit Guidelines required
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OHA Review Submittal 
Requirements

Bruce Reed
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OHA Review Submittal Requirements

 Cognizant Letter

 Safe Harbor

 Self Certification

 Certified Public Accountant (CPA) Audit
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Purpose of reviewing expenses is to determine 
which expenses are allowable as to cost under 

Federal Acquisition Regulation (FAR) 31
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Cost Accounting Standards

CAS of OMB-A-87(Federal Timekeeping 
Requirements); A-133(Cost Accounting)

Generally Accepted Auditing Standards

GAGAS (Yellow Book)

The expenses must comply to these standards in order to be 
allowable as a cost for the overhead rate.
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General Expenses

AASHTO Audit and Accounting Guide has established a potential list 
that must be reviewed 100% for allowable cost. These accounts are 
considered High Risk Accounts:

Printing and Reproduction

Employee Morale

Professional and Consultant 
Services Costs

Insurance (Purchased and Self 
Insurance)

Rent

Dues and Subscriptions

Travel Costs and Airfare

Seminars and Conventions

Depreciation
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Indirect Labor Cost

Most Important Expense

Did the company overcharge this account?  Is indirect labor greater than 
direct labor?

Need to conduct testing for reasonable assurance that the indirect labor 
cost was correct.

Testing consists of the following:

• Was labor properly calculated and assigned to cost objectives based on 
hours recorded?

• Were hours properly recorded and allocated to indirect cost objectives?
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Most Important Expense (continued)

• Were total labor costs recorded in payroll system (payroll ledger)?

• Was payroll properly reconciled to job cost accounting system?

• Was payroll recorded in the General Ledger (GL)?

• Was payroll reconciled to GL, 940, 941 and W-2s?

• Were labor costs incurred for unallowable activities properly         
identified and segregated from labor costs incurred for allowable 
activities?
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Other Expenses

Other expenses that are tested for allowable cost are:

Advertising

Maintenance and Repairs

Marketing

Taxes

Automotive Expenses
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Large Dollar Amount

AASHTO audit and accounting guide requires a review of all 
Large Dollar Amount expenses for reasonableness and to 
ensure there is adequate documentation and explanation to 
support the expenses.



2018 PEPS Conference November 27, 2018 16

Closing Comments
Roy Gonzales
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Closing Comments
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 Going Forward

 Proposed Changes to AQ Process

 Texas Administrative Code (TAC) Revisions
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Questions and Discussion
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Administrative Qualifications Contacts
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AQ Process Box
PEPS_Admin_Quals@txdot.gov

Roy Gonzales
(512) 416-2304 Roy.Gonzales@txdot.gov

Angie Yokie
(512) 416-2726 Angela.Yokie@txdot.gov

Arturo Salinas
(512) 416-3046 Arturo.Salinas@txdot.gov



 

Sample Expenses/Receipts 


















































