[image: image7.wmf]TOTAL DIRECT COSTS

Account

Amount

Direct Labor

40,000

     

 

Direct Fringe (35%)

14,000

     

 

Direct Travel

350

         

 

Equipment

1,500

       

 

Shipping

200

         

 

Supplies

350

         

 

Subcontracts

7,000

       

 

Consultants

2,000

       

 

Total Direct Costs

65,400
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	                                                          SAMPLE RATE PROPOSAL


Rate Proposal

The sample Indirect and Fringe Rate Proposal provided below represents a basic model intended to assist in compiling Annual Indirect and Fringe Rates.  The Federal government recognizes indirect costs by reimbursing reasonable, allowable, and allocable share of indirect costs based on rates. The information should include rates based on actual costs for the applicants most recently completed fiscal year if submitting a final year-end proposal, or adjusted to address anticipated costs if submitting a provisional proposal. The proposal shall include an explanation of the calculations.

Expenses and Costs

Provide a listing of all expense accounts, segregated between direct and indirect expense accounts, along with the total costs within each account.  The application of cost accounting practices used to estimate costs for proposals must be consistent with those used to collect and report actual costs.  Costs must be consistently treated and applied regardless of the source of funds supporting the activity and costs treated as indirect costs cannot be assigned or claimed as direct costs.  Indirect costs may be segregated into more than one pool. 

Direct Costs

Direct costs are those expenses that can be directly attributed to a specific activity or project.  The example below reflects total year- end direct costs by account for all projects and activities.
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Indirect Costs

Indirect costs are expenses that cannot be specifically identified with a specific activity or project, but identifiable with two or more activities or projects and must be allocated to all activities and projects for equitable reimbursement of indirect costs.  The example below reflects total year-end indirect costs by account.

[image: image2.wmf]TOTAL DIRECT COSTS

Account

Amount

Direct Labor

40,000

     

 

Direct Fringe (35%)

14,000

     

 

Direct Travel

350

         

 

Equipment

1,500

       

 

Shipping

200

         

 

Supplies

350

         

 

Subcontracts

7,000

       

 

Consultants

2,000

       

 

Total Direct Costs

65,400

     

 


Indirect Rates

Indirect rates are developed from actual or projected costs to equitably allocate indirect costs to direct projects and activities.  Indirect costs can be separated into multiple pools such as Overhead, General and Administrative (G&A), etc.  Each pool applies a different base for the resultant rate.  Examples of G&A Pool costs are labor and costs associated with executive officers, human resources, accounting, finance, and legal departments.  Examples of Overhead Pool costs are operating and facility expenses.  The base used to develop the rates is an equitable method to distribute indirect costs for reimbursement, and includes both allowable and unallowable costs to insure that unallowable costs receive their pro rata share of indirect costs.

Explain the cost elements of each allocation base used to develop each rate.  To compute indirect rates, divide the allowable indirect costs in a pool by a base which, when applied, allocates the indirect costs equitably to all activities and projects.  In the example the Indirect Rate is calculated by dividing the total Indirect costs (i.e., $29,875) by the total Direct Labor of all projects and activities (i.e., $40,000) for a resultant rate of 74.7%.  

Fringe Benefit Rates

Fringe Benefit Rates are allowable to the extent that they are reasonable and provided for by employer-employee agreements, an established contractor policy or otherwise required by law.  Examples include pension and savings plans, health and insurance, and compensated personal absences.

Compute the rate by dividing the total fringe benefits by the total labor cost excluding vacation, sick and holiday if they are included in the fringe benefits accounts.  The base used in the example below is total labor (direct and indirect) of $52,000 equitably allocated to all employees and expensed with the labor to the appropriate direct or indirect category.
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Account

Amount

Indirect Labor 

12,000

     

 

Indirect Fringe (35%)

4,200

       

 

Rent

12,000

     

 

Utilities

800

         

 

Supplies

200

         

 

Printing

150

         

 

Memberships/Subscriptions

275

         

 

Training

50

           

 

Depreciation

500

         

 

Entertainment (unallowable)

400

         

 

Classified Ads

300

         

 

Less reimbursements

(600)

        

 

Less unallowables

(400)

        

 

TOTAL INDIRECT COSTS

29,875

     

 

BASE (Direct Labor)

40,000

     

 

OVERHEAD RATE

74.7%


Total Direct Cost Summary by Projects

When submitting a final year-end proposal, a schedule of direct expenditures of Federal and non-Federal projects and activities, as indicated in the following example, is required.  The total direct project costs should equal the total direct costs of the year-end Financial Statements.

	ITEMIZED DIRECT COSTS BY PROJECT SAMPLE 
	 
	 
	 
	 

	 
	
	
	
	
	
	
	 

	Project
	Contract #
	Direct Labor
	Fringe
	Equip/Ship  

Supplies
	Subcontracts Consultants
	Other Direct Costs (Travel)
	PROJ

TOTALS

	DOE
	575
	           20,000 
	             7,000 
	        1,025 
	           4,900 
	           175 
	      33,100

	Ag
	10578
	             4,000 
	             1,400 
	           205 
	               900
	             35 
	        6,540 

	Tech Utility
	202
	             8,000 
	             2,800 
	           410 
	           1,800 
	             70 
	      13,080 

	Comm.
	          
	             8,000 
	             2,800 
	           410 
	           1,400 
	             70 
	      12,680 

	Direct Account Totals
	40,000 
	14,000
	2,050 
	9,000 
	           350
	65,400 


An Indirect Rate Sample and a Fringe Benefit Rate Sample worksheet are attached.
REFERENCE INFORMATION  

· For cost principles associated with Commercial Organizations refer to the Federal Acquisition Regulation (FAR), Part 31.

· A complete proposal sample is available at http://web2.deskbook.osd.mil/appfiles/RLIB1612.XLS.

· For DOE Financial Assistance Regulations refer to 10 CFR 600.  Part 600.120-128 and 220-226 address Financial Administration.

· For information associated with cost principles for different types of organizations refer to the OMB Circulars: 



For State, Local, & Indian Tribe Governments refer to OMB Circular A-87.



For Non-Profit Organizations refer to OMB Circular A-122.



For Educational Institutions refer to OMB Circular A-21.

· For audit requirements for States, Local Governments, and Non Profit Organizations including Institutions of Higher Education refer to OMB Circular A-133.

· For specific Department of Energy contractual arrangements, refer to the Department of Energy Acquisition Regulation (DEAR) as it supplements the FAR.

	FRINGE BENEFIT RATE SAMPLE WORKSHEET

	

	CATAGORIES/
	YEAR END EXPENSES 
	LESS ADJUSTMENTS 
	FINAL

	ACCOUNTS
	Or BUDGET EXPENSES
	UNALLOWABLES
	 EXPENSES

	Sick Time
	 
	 
	 

	Holiday
	
	 
	 

	Vacation
	 
	 
	 

	Admin. Leave
	 
	 
	 

	Workman's Comp.
	 
	 
	 

	Unemployment Insurance
	 
	 
	 

	FICA Tax
	 
	 
	 

	Group Insurance
	 
	 
	 

	401K Contribution
	 
	 
	 

	Bonus
	 
	 
	 

	Other (Specify)
	 
	 
	 

	 
	 
	 
	 

	Totals
	
	 
	 

	Distribution Base (usually Total Labor)

	Base Amount
	 
	 
	 

	Fringe Rate (Total/Base)
	 
	 
	 

	  

	INDIRECT RATE SAMPLE WORKSHEET

	

	CATAGORIES/
	YEAR END EXPENSES 
	LESS ADJUSTMENTS 
	FINAL

	ACCOUNTS
	Or BUDGET EXPENSES
	UNALLOWABLES
	 EXPENSES

	Salaries and Wages
	 
	 
	 

	   Indirect Labor
	 
	 
	 

	   B&P/IRD Labor
	
	 
	 

	   Fringe Rate Applied to Labor
	
	 
	 

	Supplies
	 
	 
	 

	Consulting 
	 
	 
	 

	Printing
	 
	 
	 

	Utilities
	 
	 
	 

	Independent R&D
	 
	 
	 

	Fixed Costs
	 
	 
	 

	   Office Rental
	 
	 
	 

	   Equipment Rental
	 
	 
	 

	   Depreciation
	 
	 
	 

	Travel
	 
	 
	 

	Other (Specify)
	 
	 
	 

	 
	 
	 
	 

	Totals
	 
	 
	 

	Distribution Base (such as Total Direct Expenses)

	Base Amount
	 
	 
	 

	G&A Rate (Total/Base)
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[image: image4.wmf]FRINGE BENEFIT COSTS AND RATE

Account

Amount

Vacation

2,000

       

 

Sick

2,000

       

 

Holiday

2,000

       

 

Medical

4,000

       

 

401K

6,000

       

 

Fica

2,200

       

 

TOTAL COSTS

18,200

     

 

BASE (Total Labor)

52,000

     

 

FRINGE BENEFIT RATE

35%

[image: image5.wmf]FRINGE BENEFIT COSTS AND RATE

Account

Amount

Vacation

2,000

       

 

Sick

2,000

       

 

Holiday

2,000

       

 

Medical

4,000

       

 

401K

6,000

       

 

Fica

2,200

       

 

TOTAL COSTS

18,200

     

 

BASE (Total Labor)

52,000

     

 

FRINGE BENEFIT RATE

35%

[image: image6.wmf]INDIRECT COSTS AND RATE

Account

Amount

Indirect Labor 

12,000

     

 

Indirect Fringe (35%)

4,200

       

 

Rent

12,000

     

 

Utilities

800

         

 

Supplies

200

         

 

Printing

150

         

 

Memberships/Subscriptions

275

         

 

Training

50

           

 

Depreciation

500

         

 

Entertainment (unallowable)

400

         

 

Classified Ads

300

         

 

Less reimbursements

(600)

        

 

Less unallowables

(400)

        

 

TOTAL INDIRECT COSTS

29,875

     

 

BASE (Direct Labor)

40,000

     

 

OVERHEAD RATE

74.7%
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		INDIRECT RATE PROPOSAL SAMPLE

		EXPENSES-separate into direct and indirect catagories

				DIRECT-expenses directly attributed to a specific project

								Amount		2000		2001

								40,000		20000		20000

						35%		14,000		7000		7000

								350		175		175

								1,500		750		750

								200		100		100

								350		175		175

								7,000		3500		3500

								2,000		1000		1000

								65,400		32700		32700

				INDIRECT-expenses not able to define by specific project

								Amount		2000		2001

								12,000		6,000		6,000		Usually covers administration, clerical,

						35%		4,200		2,100		2,100		legal, contracts, accounting

								12,000		6,000		6,000

								800		400		400

								200		100		100

								150		75		75

								275		138		138

								50		25		25

								500		250		250

								400		200		200		Promoting business is unallowable

								300		150		150		Classified for project

								(600)		(300)		(300)		Can be from other sources

								(400)

								29,875		14,938		14,938		Not include marketing ie unallowable

								40,000

								74.69%

		ITEMIZED PROJECT LISTING BREAKDOWN OF DIRECT EXPENSES BY DIRECT ACCOUNT

				Projecte		Direct Labor		Fringe		Equipment		Shipping		Supplies		Subcontracts		Consultants		Other Direct Costs		TOTALS

				DOE		20,000		7,000		750		100		175		3,500		1,000		175		32,700

				Ag		4,000		1,400		150		20		35		700		200		35		6,540

				Tech Utility		8,000		2,800		300		40		70		1,400		400		70		13,080

				Private		8,000		2,800		300		40		70		1,400		400		70		13,080

				Direct Account Totals		40,000		14,000		1,500		200		350		7,000		2,000		350		65,400

		BASES		Describe the base used to equitably spread the indirect costs over the direct projects for reimbursement

				G&A indirect cost totals divided by  = Rate						0.7469

				base of direct labor of 40,000

				Contract		Direct Labor		Rate		Amount Reimbursed

				DOE		20,000		0.7469		14,938

				Ag		4,000		0.7469		2,988

				Texas Utility		8,000		0.7469		5,975

				Private		8,000		0.7469		5,975

				Total		40,000				29,876

				Fringe cost totals divided by = Rate						0.35

				base of total labor of  52,000

				FRINGE BENEFIT COSTS AND RATE

				Account		Amount		Rate		Amount Reimbursed

				Vacation		2,000

				Sick		2,000

				Holiday		2,000

				Medical		4,000

				401K		6,000

				Fica		2,200

				TOTAL COSTS		18,200		0.35		18,200

				BASE (Total Labor)		52,000

				FRINGE BENEFIT RATE		35%
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		INDIRECT RATE PROPOSAL SAMPLE

		EXPENSES-separate into direct and indirect catagories

				DIRECT-expenses directly attributed to a specific project

						Account		Amount		2000		2001

						Direct Labor		40000		20000		20000

						Direct Fringe *		0		0		0

						Direct Travel		350		175		175

						Equipment		1500		750		750

						Shipping		200		100		100

						Supplies		350		175		175

						Subcontracts		7000		3500		3500

						Consultants		2000		1000		1000

								0		0		0

				INDIRECT-expenses not able to define by specific project

						INDIRECT COSTS AND RATE

						Account		Amount		2000		2001

						Indirect Labor		12,000		6,000		6,000		Usually covers administration, clerical,

						Indirect Fringe (35%)		4,200		2,100		2,100		legal, contracts, accounting

						Rent		12,000		6,000		6,000

						Utilities		800		400		400

						Supplies		200		100		100

						Printing		150		75		75

						Memberships/Subscriptions		275		138		138

						Training		50		25		25

						Depreciation		500		250		250

						Entertainment (unallowable)		400		200		200		Promoting business is unallowable

						Classified Ads		300		150		150		Classified for project

						Less reimbursements		(600)		(300)		(300)		Can be from other sources

						Less unallowables		(400)

						TOTAL INDIRECT COSTS		29,875		14,938		14,938		Not include marketing ie unallowable

						BASE (Direct Labor)		40,000

						OVERHEAD RATE		74.7%

		ITEMIZED PROJECT LISTING BREAKDOWN OF DIRECT EXPENSES BY DIRECT ACCOUNT

				Projecte		Contract #		Fringe		Equipment		Shipping		Supplies		Subcontracts		Consultants		Other Direct Costs		TOTALS

				DOE		575		- 0		750		100		175		3,500		1,000		175		- 0

				Ag		10578		- 0		150		20		35		700		200		35		- 0

				Tech Utility		202		- 0		300		40		70		1,400		400		70		- 0

				Private		other		- 0		300		40		70		1,400		400		70		- 0

				Direct Account Totals				- 0		1,500		200		350		7,000		2,000		350		- 0

		BASES		Describe the base used to equitably spread the indirect costs over the direct projects for reimbursement

				G&A indirect cost totals divided by  = Rate						0.7469

				base of direct labor of 40,000

				Contract				Rate		Amount Reimbursed

				DOE				0.7469		- 0

				Ag				0.7469		- 0

				Texas Utility				0.7469		- 0

				Private				0.7469		- 0

				Total						- 0

				Fringe cost totals divided by = Rate						0

				base of total labor of  52,000

				Account				Rate		Amount Reimbursed

				Vacation

				Sick

				Holiday

				Medical

				401K

				Fica

				Total				0		- 0
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		INDIRECT RATE PROPOSAL SAMPLE

		EXPENSES-separate into direct and indirect catagories

				DIRECT-expenses directly attributed to a specific project

						TOTAL DIRECT COSTS

						Account		Amount		2000		2001

						Direct Labor		40,000		20000		20000

						Direct Fringe (35%)		14,000		7000		7000

						Direct Travel		350

						Equipment		1,500		175		175

						Shipping		200		750		750

						Supplies		350		100		100

						Subcontracts		7,000		175		175

						Consultants		2,000		3500		3500

						Total Direct Costs		65,400		1000		1000

										32700		32700

				INDIRECT-expenses not able to define by specific project		Account		Amount

						Indirect Labor		12,000		2000		2001

						Indirect Fringe *		- 0		6,000		6,000		Usually covers administration, clerical,

						Rent		12,000		- 0		- 0		legal, contracts, accounting

						Utilities		800		6,000		6,000

						Supplies		200		400		400

						Printing		150		100		100

						Memberships/Subscriptions		275		75		75

						Training		50		138		138

						Depreciation		500		25		25

						Entertainment (unallowable)		400		250		250

						Classified Ads		300		200		200		Promoting business is unallowable

						Less reimbursements		(600)		150		150		Classified for project

						Less unallowables		(400)		(300)		(300)		Can be from other sources

						TOTAL		- 0

						BASE **		40,000		- 0		- 0		Not include marketing ie unallowable

						RATE		0.00%

		ITEMIZED PROJECT LISTING BREAKDOWN OF DIRECT EXPENSES BY DIRECT ACCOUNT

						Contract #		Fringe

				Projecte		575		7,000		Equipment		Shipping		Supplies		Subcontracts		Consultants		Other Direct Costs		TOTALS

				DOE		10578		1,400		750		100		175		3,500		1,000		175		7,100

				Ag		202		2,800		150		20		35		700		200		35		3,940

				Tech Utility		other		2,800		300		40		70		1,400		400		70		5,080

				Private				14,000		300		40		70		1,400		400		70		16,280

				Direct Account Totals						1,500		200		350		7,000		2,000		350		11,400

		BASES		Describe the base used to equitably spread the indirect costs over the direct projects for reimbursement

				G&A indirect cost totals divided by  = Rate						0.0000

				base of direct labor of 40,000				Rate

				Contract				0.7469		Amount Reimbursed

				DOE				0.7469		- 0

				Ag				0.7469		- 0

				Texas Utility				0.7469		- 0

				Private						- 0

				Total						- 0

				Fringe cost totals divided by = Rate						0

				base of total labor of  52,000				Rate

				Account						Amount Reimbursed

				Vacation

				Sick

				Holiday

				Medical

				401K

				Fica				0

				Total						- 0
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