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-.,, ou have recently received the Cost Allowability Guidelines (CCAGP) and Advance Agreement Checklist 
,AACL). These documents were sent as a result of the National Highway System Act of 1995, Quality 
Through Competition. It states that indirect cost for engineering and design contracts can no longer be 
capped. This provision of the law went into effect on November 28, 1996. Without overhead caps, it became 
necessary to establish a method of determining allowable overhead costs. An ADOT business improvement 
team with representatives from Audit and Analysis, Engineering Consultants Section, Valley Project 
Management, and the State Engineers Office was created for this purpose. The documents you received were 
the result of this effort 

These documents will provide guidance to both ADOT and the Consultants in the development of overhead 
rates. The CCAGP are based on the Federal Acquisition Regulations (FAR) and will be used to determine the 
allowability of costs to be included in cost proposals submitted for ADOT contracts. The AACL identifies 
specific items that have been problems in the past and must be resolved when negotiating a contract. 

In addition to following the new guidelines, new contracts are now audited prior to Notice to Proceed. The 
purpose of the prenegotiation audit is to reach agreement on overhead costs when negotiating the contract 
This allows the determination of an accurate overall contract cost and minimizes disputes at contract close­
out. In order to achieve this goal, Consultants must submit their prenegotiation information to Engineering 
Consultants Services in a timely manner. 

If you have any questions, please contact John Klein, Office of Audit and Analysis at 25 5-7734 or Ron 
Thomas, Engineering Consultant Section at 255-7525. 






