Agreement Closeout and Invoices
(October 26, 2018)

In the previous Update, we began discussion of the agreement closeout process by introducing the new
NDOT Form 39. In this issue we will wrap-up this discussion by reviewing other aspects of the closeout
process, namely overhead adjustments and invoices.
Overhead adjustments and “True-up Invoices”
As the most common payment method used by NDOT for Consultant agreements is Cost Plus Fixed Fee
(CPFF), overhead adjustments are often necessary to reconcile a Consultant’s invoices prior to NDOT
closing out the agreement. The CPFF payment method allows Consultants to bill approved labor costs
and overhead costs for each invoicing period. Overhead costs are calculated as a percentage of direct
labor costs based on the approved overhead rate established for the prior fiscal year. Because the
overhead rate used for invoicing current services is based on a prior fiscal year, it is called a “provisional”
rate. As soon as the actual overhead rate is calculated and approved for the period of time the services
actually took place, the Consultant should submit an invoice to reconcile any difference in what was
billed using the provisional rate and what is allowed to be billed using the actual rate. NDOT calls this an
“overhead adjustment” and the resulting invoice a “true-up” invoice.
True-up invoice:
In its simplest form, a true-up invoice is an invoice that reconciles
overhead costs billed during the past fiscal year. If the actual overhead
rate applicable to the dates of service is lower than the provisional
overhead rate used when invoicing for those services, the Consultant
must pay back the difference. If it is higher, the Consultant may bill the
additional amount subject to any limits in the agreement.
NDOT requests that the overhead adjustments be made on a separate
invoice. Use the begin date and end date to which the adjustment
applies for the dates of service. When uploading this invoice to
OnBase, append “(OH ADJ)” to the invoice number when populating the
invoice number keyword in OnBase (see figure at right). Note that
Consultant's invoice for underbilled amounts is subject to any
Agreement limitations (such as fixed fee) and must be reduced
appropriately, if needed.
NDOT Form 162-Cost Breakdown forms have been updated to provide a
space where adjustments can be documented. An example overhead
adjustment and related Cost Breakdown Form can be viewed here.
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