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1. PURPOSE. This manual supersedes DCAA Pamphlet 7641.90, Information for Contractors,
dated January 2005. The manual is designed to assist contractors in understanding applicable
requirements and to help ease the contract audit process. It describes what contractors should
expect when doing business with the U.S. Government and interacting with DCAA auditors.
The examples in this manual are presented to illustrate some of the more frequent requirements
that contractors encounter when working with DCAA auditors, and in responding to the
Government procurement and administrative process. These examples are intended solely to
provide better insight into the procurement process and should not be construed as uniform
guides. Nor should this manual be considered a substitute for the applicable rules and
regulations, as not all requirements are contained herein. Each contractor must tailor its
responses to its individual situation.

2. APPLICABILITY. This manual applies to all contractors interacting with DCAA auditors, as
a result of doing business with the U.S. Government.

3. PROCEDURES. See Enclosures 1 through 6.

4. RELEASABILITY. Unlimited. This manual is approved for public release and is available
on the Internet from the DCAA’s web site at www.dcaa.mil.

5. EFFECTIVE DATE. This manual is effective immediately.
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ENCLOSURE 1

INTRODUCTION TO THE DEFENSE CONTRACT AUDIT AGENCY (DCAA)

1. DCAA History. In December 1964, then Secretary of Defense Robert S. McNamara decided
that DoD contract audits would be more effective and efficient if performed by a single
organization. Accordingly, the Defense Contract Audit Agency (DCAA) was established as a
separate Agency of the Department of Defense, effective July 1965.

2. DCAA Organization.

a. DCAA Organizational Overview.

(1) The Agency operates under the direction, authority, and control of the Under
Secretary of Defense (Comptroller) (USD(C))/Chief Financial Officer (CFO). The DCAA
Director is a civilian selected by the Secretary of Defense. Organizationally, DCAA includes a
Headquarters, Field Detachment, and five regions: Central, Eastern, Mid-Atlantic, Northeastern,
and Western (refer to Figure 1 for Regional Boundaries). Within each region are resident and
branch offices (refer to Figure 2 for DCAA organization chart). Resident offices are established
at large defense contractor locations, and branches are established in major metropolitan areas to
audit all other contractors on a mobile basis. Suboffices may be established at a geographic
location distant from the main resident or branch office if a concentrated workload of audits
exists.

(2) The DCAA Contract Audit Manual (DCAAM 7640.1), referred to as the "CAM,”
prescribes auditing policies and procedures for personnel engaged in the performance of the
DCAA mission. The electronic version of the CAM is updated on a continual basis and
represents the most current version. Printed editions of the CAM are published once a year.
Copies of the printed edition of the CAM are available for purchase from the Superintendent of
Documents, U.S. Government Printing Office (GPO), P.O. Box 979050, St. Louis, MO 63197-
9000. Refer to Order Processing Code *3509, Stock Number 708-077-00000-3, ISBN 0-16-
010384-3. The electronic version of the CAM and other DCAA documents are located under
Publications at www.dcaa.mil.

(3) Current audit guidance (not incorporated into CAM) are available on DCAA’s web
site at www.dcaa.mil.

(4) Other acquisition reference materials can be found on the Defense Acquisition
University’s (DAU’s) Acquisition, Technology and Logistics’ Knowledge Sharing System
(AKSS) web site at https://dap.dau.mil/Pages/Default.aspx.

b. Field Audit Office Organization.

(1) Whether the Field Audit Office (FAO) is a resident or branch, with or without
suboffices, the office is led by a manager and the office is organized into teams. Each team is
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led by a supervisory auditor who supervises a number of auditors. Field audit offices may also
have one or several assigned technical specialists. Technical specialists are subject matter
experts available to assist the audit teams as the need arises. A contractor will most likely have
direct contact primarily with the audit team. Should questions arise during the audit, the
contractor may elevate its concerns to the FAO manager, Regional Audit Manager (RAM), or
Deputy Regional Director (DRD).

(2) A supervisor’s responsibilities may be assigned on the basis of: (1) contractor, (2)
location, or (3) audit function (i.e., one supervisor may be responsible for evaluating all
proposals for several contractors). This means that a contractor may see one or several auditors,
depending upon the timing and/or type of audit(s) being conducted.

3. DCAA Responsibilities and Duties.

a. While serving the public interest as its primary customer, DCAA performs all necessary
contract audits for the Department of Defense and provides accounting and financial advisory
services regarding contracts and subcontracts to all DoD Components responsible for
procurement and contract administration. DCAA provides these services in connection with
negotiation, administration, and settlement of contracts and subcontracts to ensure taxpayer
dollars are spent on fair and reasonable contract prices. DCAA also provides contract audit
services to other Federal agencies as appropriate

b. DCAA furnishes professional accounting and financial advice to Government
procurement personnel at all points of the procurement process including: (1) pre-negotiation,
(2) negotiation, (3) administration, and (4) settlement (contract closing).

c. By Reference, DoD Instruction 7600.2, Audit Policies, incorporates the Generally
Accepted Government Auditing Standards (GAGAS). These standards, commonly referred to as
the “Yellow Book™ are developed and published by the Comptroller General and incorporate
certain standards from the American Institute of Certified Public Accountants (AICPA). For the
attestation engagements DCAA performs, GAGAS incorporates the general standards on criteria,
fieldwork and reporting standards and the related Statement on Standards for Attestation
Engagements. These standards and guidance are applicable to DCAA for all audits of funds
received by contractors, nonprofit organizations, and other external organizations.

d. The Federal Acquisition Regulation (FAR) is the primary regulation for use by most
Federal agencies in their acquisition of supplies and services with appropriated funds. The FAR,
together with agency supplemental regulations (e.g., the Department of Defense Federal
Acquisition Regulation Supplement [DFARS], which applies to all Defense components), Cost
Accounting Standards (CAS), as well as specific contractual provisions, should be the primary
guidelines for contractors’ conduct in administering contracts. The FAR, DFARS and other
agency supplements, and CAS can be found in Title 48 of the Code of Federal Regulations
(CFR) which is normally available in the reference section of most major public libraries. FAR
and DFARS can also be found on the DAU’s AKSS at https://dap.dau.mil/Pages/Default.aspx.

4. DCAA General Audit Interests.
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a. DCAA is concerned with identifying and evaluating all activities that either contribute to,
or have an impact on, proposed or incurred costs of Government contracts.

b. DCAA evaluates contractors' financial policies, procedures, and internal controls.
c. DCAA also performs audits that identify opportunities for contractors to reduce or avoid

costs (operations audits).

5. DCAA Major Areas of Emphasis.

a. DCAA's major areas of emphasis include: (1) business systems, (2) management policies
and procedures, (3) accuracy and reasonableness of contractors’ forward pricing and incurred
cost representations, (4) adequacy and reliability of records and accounting systems, and (5)
contractor compliance with contractual provisions having accounting or financial significance
such as the Cost Principles (FAR Part 31), the Cost Accounting Standards (CAS) Clause (FAR
52.230-2), and the clauses pertaining to the Truth in Negotiations Act (TINA) (FAR 52.215-10, -
11,-12, and -13).

b. DCAA’s audits are generally limited to pricing actions and contracts that fall under FAR
Part 15, Contracting by Negotiation. The extent of DCAA's involvement is determined by the
type of contract that will be awarded. Generally, most DCAA efforts on firm-fixed price type
contracts take place during the proposal stage rather than in the incurred cost stage. The reverse
is true for cost reimbursable contracts. The allowable costs properly included in the final pricing
of flexibly priced contracts are generally determined after they are incurred and audited. For
additional details on the types of Government contracts reference FAR Part 16.

6. Contractor Records Retention.

a. DCAA performs all needed contract audits through evaluation of contractor records. FAR
Subpart 4.7 generally describes records retention requirements. Specific retention periods for the
differing types of records are addressed as well as how to calculate the retention periods. The
full text of the Federal Acquisition Regulation (FAR) and Defense Federal Acquisition
Regulation Supplement (DFARS) is available on the Defense Acquisition University’s
Acquisition Knowledge Sharing System at https://dap.dau.mil/Pages/Default.aspx

b. Subpart 4.7 requires contractors to make available records, which includes books,
documents, accounting procedures and practices, and other data, regardless of type and
regardless of whether such items are in written form, in the form of computer data, or in any
other form, and other supporting evidence to satisfy contract negotiation, administration, and
audit requirements of the contracting agencies and the Comptroller General.

c. This subpart applies to records generated under contracts that contain one of the following
clauses:
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(1) Audit and Records-Sealed Bidding (52.214-26).
(2) Audit and Records-Negotiation (52.215-2).

7. Other Information.

a. The Department of Defense has mandated that defense agencies move towards a paperless
environment (Management Reform Memorandum #2, dated May 21, 1997). Accordingly,
DCAA auditors are required to obtain and develop their audit documentation electronically in
order to capture the efficiencies that Information Technology (IT)offers us. This necessitates
obtaining source information in an electronic format. Therefore, contractors are encouraged to
submit information electronically. Submitting information electronically will aid in reducing
disruption to your staff during the audit, allow you to transmit information instantaneously,
increase the accuracy of submissions and updates, automatically record events for later retrieval,
and increase the overall productivity of all involved in the procurement cycle.

b. All inquiries for additional information should be directed to the local DCAA field audit
office, the address and telephone number of which can be found using the Audit Office Locator
on the DCAA public web site at http://www.dcaa.mil. The contractor’s business location where
the accounting records are maintained should be used for determining the appropriate DCAA
office. If assistance is needed in determining the cognizant DCAA office, contractors may call
DCAA Headquarters at (703) 767-3274.

c. Individuals having concerns or suggestions about the contract audit process should first
bring these to local DCAA management's attention. Concerns not resolved at the local level
should be elevated to the DCAA regional office. Each Deputy Regional Director (DRD) serves
as the DCAA Director's primary regional point of contact to work with a company in resolving
issues that cannot be settled at the local level. The DRDs may be contacted at the following
numbers:

Table 1. Regional Telephone Numbers.

Region Telephone Number
Central Region (Irving, TX) (972) 753-2513
Eastern Region (Smyrna, GA) (770) 319-4400
Mid-Atlantic Region (Philadelphia, PA) (215) 597-7453
Northeastern Region (Lowell, MA) (978) 551-9710
Western Region (La Mirada, CA) (714) 228-7003
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d. DCAA encourages the use of this manual by all individuals interested in increasing their
knowledge of audits by the Defense Contract Audit Agency. User comments and suggestions
are welcome. All such correspondence should be addressed to:

Defense Contract Audit Agency
ATTN: Publications and Systems Division (PPS)
8725 John J. Kingman Rd., Suite 2135
Fort Belvoir, VA 22060-6219
(703) 767-3234 (FAX)
e-mail: DCAA-PPS@dcaa.mil

Figure 1. Regional Boundaries.

DCAA Regional Boundaries

NORTHEASTERN

Western Region includes Alaska, Hawaii, the Pacific and the Far East

Eastern Region includes the Caribbean, Central and South America
Northeast Region includes Africa, Europe, the Middle East, and Afghanistan
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Figure 2. Defense Contract Audit Agency Organizational Chart.
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ENCLOSURE 2

PREAWARD SURVEYS OF PROSPECTIVE CONTRACTOR ACCOUNTING SYSTEMS

1. Preaward Survey Overview. A preaward survey is an evaluation, usually made by the
cognizant contract administration office, of a prospective contractor's ability to perform a
proposed contract. Such surveys may cover technical, production, quality assurance, financial
capability, accounting system, and other considerations. Normally, DCAA may be requested to
furnish information regarding the adequacy of the contractor’s accounting system to accumulate
the type of cost information required by the contract.

2. Financial Condition Risk Assessments. Financial condition risk assessments or financial
capability audits are performed to determine if the contractor is financially capable of performing
on Government contracts. These risk assessments/analysis are generally conducted by the
Defense Contract Management Agency (DCMA). DCAA may perform these services at the
request of DCMA when there are unique circumstances requiring DCAA audit assistance.
However, DCAA will, in all audit situations, be alert to conditions which may indicate
unfavorable or adverse financial conditions or other circumstances which could impede a
contractor’s ability to perform on Government contracts. If indicators of financial distress are
identified, the auditor will inform the Contracting Officer (CO) immediately.

3. Accounting System.

a. Accounting System Surveys — General.

(1) Prior to the contracting officer requesting a DCAA audit of your accounting system,
the contracting officer will ask you to complete the “Preaward Survey of Prospective Accounting
System Checklist”

(http://www.dcaa.mil/Preaward_Survey of Prospective Contractor Accounting_System_Check
list.pdf). The checklist provides documentation to the auditor on how your accounting system
meets the criteria in the SF 1408, Preaward Survey of Prospective Contractor Accounting
System. The contracting officer will provide the checklist to DCAA when they request an audit
of your accounting system.

(2) The preaward accounting system survey is an examination before contract award to
determine the acceptability of a contractor's accounting system for accumulating costs under a
prospective Government contract. The audit scope should be limited to obtaining an
understanding of the design of the prospective accounting system so as to appropriately complete
the SF 1408, “Preaward Survey of Prospective Contractor Accounting System” (see Figure 3 and
refer to paragraph b below for additional discussion), and those procedures essential to reach an
informed opinion as to whether or not the design of the prospective accounting system is
acceptable for accumulating costs under a Government contract and has the ability to generate
the specific cost information required under the anticipated contract.
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(3) Contractors should recognize that an operable accounting system that is under
general ledger control is of paramount importance when performing Government contracts.
However, prospective contractors may have no work that requires the same type of accounting
system required for Government work. A prospective contractor may not want to install a new,
more detailed accounting system unless awarded a contract. In this case, if the potential
Government contractor anticipates a contract award, it must have developed a system that is
operable, though not necessarily in use. It must be in a position to demonstrate this new system
to the auditor and be ready to implement the system prior to incurring any costs on the
Government contract.

(4) If the auditor determines the accounting system is not acceptable for accumulating
costs under a prospective Government contract, the auditor will promptly notify both the
contractor and the procurement official of the deficiencies, and will usually identify
recommendations for correcting the deficiencies. DCAA will not develop the new system, since
this is the contractor's responsibility. Once the required corrective actions have been taken by
the contractor to correct the deficiencies, DCAA, if requested by the CO, will perform a follow-
up audit of the revised system and/or corrected deficiencies.

(5) An accounting system audit may be performed after contract award. The major
objective is to determine if the contractor’s accounting system is adequate for accumulating and
billing costs on Government contracts. It is usually performed at the request of the CO when (1)
a follow-up to a preaward survey is recommended, or (2) a preaward survey was not conducted
prior to contract award, and the CO determines that an audit is now required to support contract
requirements. Auditors may self-initiate a post contract award accounting system audit based on
audit risk at a contractor location.

b. Detailed Provisions of SF 1408 (Reference Figure 3, Page 2 of 2).

(1) Proper segregation of direct costs from indirect costs. DCAA will review the
accounting system to determine if direct costs are segregated from indirect costs. Direct costs
are defined in FAR 31.202 as any cost that can be identified specifically with a particular final
cost objective (e.g., a contract). An example would be labor specifically identified to the
contract or materials purchased specifically for the contract. At times, contractors may find it
impractical to identify costs specifically to a contract. FAR 31.202 states that a direct cost can
be treated as an indirect cost if the dollar amount is minor, it is treated the same way for all
contracts in a contractor's accounting system, and that treatment produces substantially the same
results as treating the cost as a direct cost. Indirect costs are defined in FAR 31.203 as any cost
not directly identified with a single, final cost objective, but identified with two or more final
cost objectives or an intermediate cost objective. An example of an indirect cost would be the
lighting in a manufacturing area that houses the work of several contracts. The lighting benefits
all contracts, but cannot practically be identified to a specific contract. These types of costs are
normally placed in an overhead or General and Administrative (G&A) expense pool and
allocated to contracts on some equitable basis. The cost accounting system must identify what
costs are considered direct and what costs are considered indirect. Once these criteria are
defined, they must be consistently applied.
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(2) ldentification and accumulation of direct costs by contract. DCAA will determine if
the accounting system can accumulate costs by contract (commonly referred to as a job order
cost accounting system).

(3) A logical and consistent method for the allocation of indirect costs to intermediate
and final cost objectives. DCAA will determine if indirect costs are allocated to cost objectives
based upon relative benefits received or other equitable relationship, as required by FAR 31-201-
4, "Determining allocability,” and FAR 31-203, "Indirect costs.” Fundamentally, this means that
a cost may not be allocated as an indirect cost to a final cost objective if other costs incurred for
the same purpose have been included as direct costs of that or any other cost objective. For
example, if a contractor wishes to perform a contract that requires three firemen on 24-hour duty
at a fixed-post to provide protection against damage to highly flammable materials used on the
contract, but the contractor already has a firefighting force for general protection of the plant,
which is treated as an indirect cost and allocated to all contracts, the contractor may charge the
cost of three of the post firemen directly to the particular contract requiring them. In this
example, the contractor may also allocate a portion of the remaining cost of the general
firefighting force to the same contract only if the separate classes of firemen can be shown to
serve different purposes consistently (that is: (a) costs charged directly to the contract are only
costs of three contract-required firemen at a fixed post who are protecting contract materials, and
(b) no costs of these firemen are ever included in the indirect cost pool).

(4) Accumulation of costs under general ledger control. DCAA will determine if the job
cost ledger and other books of account can be reconciled with the general ledger, and that the
company accounting system is controlled by the general ledger.

(5) A timekeeping system that identifies employees' labor by intermediate or final cost
objectives. DCAA will determine whether a contractor's timekeeping system has the ability to
track employees' time spent on each work activity. (See Section 2-302 for further information on
timekeeping procedures and controls.)

(6) A labor distribution system that charges direct and indirect labor to the appropriate
cost objectives. This is interconnected with the discussion of timekeeping. Once an employee's
time is segregated as described in paragraph 2-301.2e, the costs must be allocated to the
appropriate cost objective(s).

(7) Interim (at least monthly) determination of costs charged to a contract through
routine posting to books of account. DCAA will determine if the accounting system produces
appropriate reports that show the results of charges to contracts. These reports should be
produced at least monthly.

(8) Exclusion from costs charged to Government contracts of amounts that are not
allowable pursuant to FAR Part 31, Contract Cost Principles and Procedures, or other contract
provisions. The FAR identifies some costs as expressly unallowable: e.g., bad debts (FAR
31.205-3); contingencies (FAR 31.205-7); contributions or donations (FAR 31-205-8); and
entertainment (FAR 31.205-14), and requires that they be excluded from proposals and billings.
Costs mutually agreed to be unallowable between the contractor and the CO also may not be
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proposed or billed. DCAA will determine if the accounting system identifies these unallowable
costs and segregates them in the books and records (or on some alternate acceptable informal
basis that readily reconciles with the books and records). While these costs may be legitimate
business expenses, they will not be accepted by the U.S. Government as allowable contract costs.
FAR 42.709 authorizes CO to assess a penalty if a contractor claims an expressly unallowable
cost in (1) the final indirect cost rate proposal or (2) the final statement of costs incurred or
estimated to be incurred under a fixed-price incentive contract.

(9) Identification of costs by contract line item and units (as if each unit or line item was
a separate contract) if required by the proposed contract. Some contracts require that the cost of
certain items be readily identifiable. In such cases, DCAA will review a contractor's accounting
system to determine if a contractor can comply with such requirements.

(10) Segregation of preproduction costs from production costs. DCAA will review a
contractor's accounting system to determine that the costs can be identified in this manner.

4. Labor Charging System.

a. Timekeeping Procedures. Timekeeping procedures and controls on labor charges are
areas of utmost concern. Unlike other costs, labor is not supported by external documentation or
physical evidence to provide an independent check or balance. The key link in any sound labor
time charging system is the individual employee. It is critical to labor charging internal control
systems that management indoctrinates employees on their independent responsibility for
accurately recording time charges. This is the single most important feature management can
emphasize in recognizing its responsibility to owners, creditors, and customers to guard against
fraud and waste in the labor charging function. To be effective, the internal controls over labor
charging should meet the following criteria:

(1) There should be a segregation of responsibilities for labor-related activities; for
example, the responsibility for timekeeping and payroll accounting should be separated. In
addition, supervisors who are accountable for meeting contract budgets should not have the
opportunity to initiate employee time charges. It is recognized that, for a very small company,
this type of segregation may not be possible, whereas for a larger company, this type of
segregation would be required in order to have good internal controls over labor costs.

(a) Procedures must be evident, clear-cut, and reasonable so there is no confusion
concerning the reason for controls or misunderstanding as to what is and what is not permissible.

(b) Maintenance of controls must be continually verified and violations must be
remedied through prompt and effective action, which serves as a deterrent to prospective
violations.

(2) Individual employees must be constantly, although unobtrusively, made aware of

controls that act as an effective deterrent against violations. Many businesses accomplish this by
emphasizing the importance of timesheet preparation in staff meetings, employee orientation,
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and through the posting of signs throughout the workplace that remind employees of the
importance of accurate and current timesheets.

b. Timesheet Preparation. Detailed instructions for timesheet preparation should be
established through a timekeeping manual and/or company procedure. Those Instructions should
indicate that the employee is personally responsible for:

(1) Recording his/her time on a daily basis.
(2) Recording time on the timesheet

(3) The correct distribution of time by project numbers, contract number or name, or
other identifiers for a particular assignment. To ensure accuracy, a listing of project numbers
and their descriptions should be provided to the employee and maintained in the work
authorization system electronically or in a hard copy for the employee to refer to it as needed.

(4) Changes to the timesheet. Procedures should be in place that identify the original
time charge, the corrected time charge, and documentation from the employee indicating his/her
concurrence with the change.

(5) Recording all hours worked whether they are paid or not. This is necessary because
labor costs and associated overheads are affected by total hours worked, not just paid hours
worked. Therefore, labor rate computations and labor overhead costs should reflect all hours
worked. Unpaid hours worked are termed "uncompensated overtime.”" Solicitations over the
simplified acquisition threshold contain the provision at FAR 52.237-10, Identification of
Uncompensated Overtime, which details disclosure requirements for uncompensated overtime.

(6) Certifying the hours on the timesheet reflect the hours worked and the appropriate
cost objective at the end of each work period.

¢. Recommended Timekeeping Policy.

(1) The supervisor should approve and cosign, all timesheets.

(2) The supervisor is prohibited from completing an employee's timesheet unless the
employee is absent for a prolonged period of time on some form of authorized leave. If the
employee is on travel status, the supervisor for the employee may prepare a timesheet. Upon his
or her return, the employee should turn in his/her timesheet and attach it to the one prepared by
the supervisor.

(3) The guidance should state that the nature of the work determines the proper
distribution of time, not availability of funding, type of contract, or other factors.

(4) The company policy should state that the accurate and complete preparation of

timesheet the employee's responsibility. Careless or improper preparation may lead to
disciplinary actions under company policies, as well as applicable Federal statutes.
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d. Labor Floor Checks or Interviews. DCAA auditors periodically perform physical
observations of work areas and interviews of employees to determine if: (1) employees are
actually at work, (2) employees are performing in their assigned job classification, and (3)
employee time is charged to the appropriate job or indirect account. These types of audits are
referred to as labor floor checks or interviews. DCAA will perform unannounced floor checks to
determine the adequacy and accuracy of the timekeeping system for reimbursement of labor
costs under cost reimbursable, time and material (T&M), and labor hour contracts.

e. Penalties for Labor Mischarging.

(1) The manipulation of charges to a contract may be subject to criminal charges under
18 United States Code (U.S.C.) 1001.

(2) Subject to the facts surrounding participation, the following individuals can be held
liable for the violation:

(@) Employees who fill in and sign the timesheets with the false information.

(b) Supervisors who approve the timesheets with the knowledge that they contain the
false information.

(c) Managers and officers who know those facts and make the claim anyway by
submitting the invoice based upon the false timesheet.

(d) The company, in a case where the falsification is known by individuals who
submit or who have authority to submit or disapprove the submission of invoices, or who are of a
sufficiently high enough level in the company that the court will impute their knowledge to the
corporation.

(3) There does not have to be a direct contractual relationship between the Government
and the employee who submitted the false timesheet for the employee to be liable. A person may
be liable even though he or she did not submit the fraudulent claim presented to the U.S.
Government.
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Figure 3. Preaward Survey of Prospective Contractor Accounting System (SF 1408).

SERAL NO. (For swvsying ety Lse) OME No - S000-0011
PREAWARD SURVEY OF PROSPECTIVE CONTRACTOR Expies 077210070
ACCOUNTING SYSTEM PROGPECTIVE CONTRACTOR
Pubic for™is or Is 0 average 24 Rours per response, nciuding e time forr g nstructions, = rl
dats sources, gathering and ing the data and he of Information. Send comments regarding this burden estmale or any

other azpect of this coliection of information. Send comments regarding this burden esfmate or any ofher aspect of this collecsion of Rformation, including
sugpestions for reducing ™is burden, 1o FAR Secretariat (VRES), O®ice of Federal Acquizition and Regulatory Foiicy, G3A, Waznngion, DC 20405; and % the
Ofce of Management ana Budget, Faperwors. Reduction Project (S000-D31 1), Washington, OC 20503

SECTION | - RECOMMENDATION
1 PROEFECTIVE CONTRACTOR'S ACCOUNTING EYSTEM IS ACCEFTABLE FOR AWARD OF PROSFECTIVE CONTRACT

0 ves [ no Exlain in 2 NaRRATIVE)

D YEE WITH A RECOMMENDATION THAT A FOLLOW ON ACCOUNTING SYSTEN REVIEW BE PERFORMED AFTER CONTRACT AWARD (Egsse
2 NARRATIVE)

2. NARRATIVE ¢ Soation of Sefion - oty & [/ AP000 IS roguied, cortinue On piast shealy of Daper )

IF CONTINUATION EHEETS
ATTACHED - MARA HERE [
& SIGNATURE AND CFFICE fviciude, fyped of [vinded nane) b, TELER-ONE NO & DATE S3GNED

3 SURVEY (inokude srne code)

MADE 8Y

4 SURVEY  |F POVATLIRE AND OFFIGE (ko frped of (ried nuns) b TELEF=ONE MO, = DATE REVIEWED

REVIEWNG (inciude erae code)

OFFICIAL

AUTHORIZED FOR LOCAL REFRODUCTION STANDARD FORM 1408 (REV. 3-88)

Previous edfion usabie Prescribed by GSA

FAR (48 CFR} 53.209 -1(f)
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Figure 3. Preaward Survey of Prospective Contractor Accounting System (SF 1408), continued.

SECTION Il - EVALUATION CHECKLIST

MARK "X IN THE APPROPRIATE COLUMM (Explain any deficlencies i SECTION | NMARRATIVE)

YEZ

NOT
NO  |AFPLIC-
GCAELE

1. EXCEPT A2 BTATED N SECTION | NARRATIVE, 2 THE ACCOUNTING 3YITEM IN ACCORD WITH GEMNERALLY ACCEPTED

ACCOUNTING PRINCIFLES APPLICABLE IN THE CIRCUMETANCERT

o]

ACCOUNTING 5YSTEM PROVIDES FOR:

4. Proper segregation of direct costs from Indirect costs.

b. ldeniffication and accumulafion of direct costs by confract.

©. A lpgical and conslstent method for the allocation of Indirect costs 1o Intermeadiate and final cost objecives. (A
contract i final cost objective. )

d. Accumuliation of costs under genaral leager contral.

&. A imekeeping system that ldentifies employees’ abor by Intemediate or final cos! objectives.

1. A labor distribution system ihat changes direct and Indirect Iabar to the appropriate cost objecives.

g. Intedim {at least monthiy) determination of costs charged to a contract through routine posting of books of account.

n. Exciusion from costs charged to govemment conbracts of amownts which are not aliowable In terms of FAR 31,
Coniract Cost Principles and Procedures, ar otiver contract provisions.

. Kenificaton of costs by contract ine ihem and oy uniis (35 If each unit or INg Rem were @ separate contract) If
required by the proposed contract

. Segregation of preproduciion costs from produciion costs.

o

ACCOUNTING 3YETEM PROVIDES FINANCIAL INFORMATION:

3. Required by coniract Gauses conceming ImitEion of cost [FAR 32-232-20 and 21 or Imitaton on paymenis
[FAR 52 216-16)

0. Required 1o SWDPOt reguests for progress payments.

B

- I3 THE ACCOUNTING SYSTEM DESIGNED, AND ARE THE RECORDS MAINTAINED IM SUCH A MANMER

THAT ADEQUATE, RELIAELE DATA ARE DEVELOPED FOR USE IN PRICING FOLLOW-ON ACQUISITIONET

£n

15 THE ACCOUNTING SYSTEM CURRENTLY IN FULL OPERATIONT
(If not, deseribe In Sechon | Mamative which porions are

(1) In cperation, (2) sat up, but not yet In operation,

{2] anticipated, o {4) nonaxstant )

G3A FORM 1408 (REV. 3-22) BACK
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ENCLOSURE 3

PRICE PROPOSALS

1. Requirements for Submission.

a. Prior to submitting your proposal to the contracting officer, you should perform a self
assessment of the adequacy of your proposal using the Adequacy of a Contractor’s Pricing
Proposal Checklist (http://www.dcaa.mil/Adequacy.pdf).

b. Cost or Pricing Data Required: The Truth in Negotiations Act (TINA) requires contractors
to submit cost or pricing data if the procurement is above the TINA threshold ($700,000) and
none of the exceptions to cost or pricing data requirements applies. Under TINA, the CO obtains
accurate, complete and current data from the contractor to establish a fair and reasonable price
(FAR 15.403).

c. C O may require: (1) proposal submission of cost or pricing data in the format prescribed
in FAR 15.408, Table 15-2, (2) specify an alternative format, or (3) permit submission in the
contractor’s own format. FAR 15.408, Table 15-2, provides instructions on preparing a
proposal, the supporting documentation required, and other information when cost or pricing
data are required. An example of a completed proposal cover sheet (the first page of the
proposal) as required by FAR 15.408, Table 15-2, and the associated proposal support, are found
in the price proposal model (paragraph 3-501 and at Figure 4). It is extremely important to
prepare proposals in accordance with these instructions unless the CO specified an alternate
format or approved the contractor’s own format. FAR 15.408, Table 15-2, . General
Instructions, requires that specific information appear on the first page of the proposal.

d. Information Other Than Cost or Pricing Data Required: Even when an exception to cost
or pricing data applies (FAR 15.403-1), the CO is still required to establish a fair and reasonable
price. In order to make this determination the CO may require information other than cost or
pricing data, including information related to prices and cost information that would otherwise be
defined as cost or pricing data if certified. Obtaining sufficient data or information from the
contractor is particularly critical in situations where an item is determined to be a commercial
item in accordance with FAR 2.101 and the contract is being awarded on a sole source basis.
Information other than cost or pricing data may be submitted in the offeror’s own format, unless
the CO decides that use of a specific format is essential and the format has been described in the
solicitation (FAR 15.403-5(b)(2). When DCAA is asked to audit information other than cost or
pricing data, the scope of the engagement will vary. DCAA participation and the amount of
support provided will be at the discretion of the CO. Since the audit process will vary, it is not
practical to describe the possible scenarios. Therefore, a discussion of the audit of cost or pricing
data will be used to provide an understanding of the full audit process.

2. DCAA Forward Pricing Services. DCAA provides a number of forward pricing services to
meet the needs of COs from requests for specific rate and cost data, to a full proposal audit.
When DCAA comes in to audit, the auditor will let the contractor know the scope of their audit.
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3. DCAA Audit.

a. The auditor initiates an audit when the Procuring Contracting Officer (PCO) or the
Administrative Contracting Officer (ACO) submits a request to the cognizant DCAA office. The
auditor will identify the type of data required of the contractor and review the proposal package
for adequacy. DCAA will then contact a company representative and coordinate with the
contractor to obtain a walk-through of the proposal to gain an understanding of the basis of the
proposal and related supporting documentation.

b. The actual audit time at a contractor location will vary depending on the size and
complexity of the audit and availability of data. The auditor will first review the contractor's
proposal assertions to determine if it has been adequately prepared (in accordance with the
instructions in FAR 15.408, Table 15-2 or the format specified by the CO). If the proposal has
not been adequately prepared, the auditor will recommend to the PCO/ACO that the proposal be
returned to the contractor without audit until such time as an adequate proposal is received. If
the proposal is adequate, the auditor will proceed with the audit.

c. The responsibility for providing adequate supporting data lies solely with the contractor.
The contractor bears the burden of proof in establishing reasonableness of proposed costs;
therefore, it is in the contractor’s best interest to submit a fully supportable and well-prepared
cost proposal. The basis and rationale for all proposed costs should be provided as part of the
proposal so that the government can place reliance on the information as current, complete, and
accurate.

d. When an auditor requests supporting documentation from a contractor (either verbally or
in writing), the request will clearly state what support is needed and when it should be provided.
The contractor will be provided a reasonable time period to provide the data given the specific
circumstances. Generally, documentation supporting the contractor’s assertion (e.g., the
contractor’s proposal) should be readily available. Unless the request requires analysis by the
contractor or there are extenuating circumstances (e.g., the request is for a voluminous amount of
data or for data stored at an offsite location), the contractor should provide the documentation
upon request. Support includes access to personnel, in addition to the documentation/data
supporting the contractor’s assertion (e.g., cost records, policies and procedures, management
reports). Auditors will generally need to obtain supporting documentation directly from the
person responsible for the information.

e. If the contractor does not provide the requested information by the requested due date, and
the contractor has not provided an appropriate explanation for the delay, the auditor will prepare
a formal written request to the appropriate high-level contractor management official stating that
the information must be provided by a specific date (not to exceed one week) with a copy to the
CO. This written request is normally initiated as soon as the due date is missed. If the
information, or an appropriate explanation for the delay, is not provided within one week, the
auditor will notify the contractor that a formal denial of access to records exists and is being
reported to appropriate Government personnel.
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f. Also, whenever possible, the proposal and supporting data should be provided in an
electronic format unless there are extenuating circumstances, in which case the contractor should
explain the reasons that the data cannot be furnished digitally.

g. When the price of a contract or contract modification exceeds $700,000 and is to be
negotiated on the basis of cost or pricing data (e.g., historical accounting data, purchase orders,
etc.), the contractor is required to certify that the data in support of its proposal are accurate,
complete, and current (refer to FAR 15.403-4). In addition, FAR 15.404-1(c)(2)(iv) states that
cost analysis also shall include appropriate verification that the offeror's cost submissions are in
accordance with contract cost principles and, when applicable, the CAS. FAR 31.201-2 states
that the factors to be considered in determining whether a cost is allowable include the
following: (i) reasonableness, (ii) allocability, (iii) standards promulgated by the Cost
Accounting Standards Board (CASB), if applicable, otherwise, generally accepted accounting
principles and practices appropriate to the particular circumstances, (iv) terms of the contract,
and (v) any limitations set forth in this subpart of FAR.

h. Upon completion of the audit, the auditor will hold an exit conference with a designated
company representative. The exit conference will address all factual aspects of the proposal
audit. If exceptions are taken to the judgmental aspects of the proposal, the auditor will not
disclose detailed conclusions relative to the reasons or amounts that may be questioned. These
judgmental differences are subject to negotiation by the CO.

4. Examples of Data That DCAA May Request.

a. In order for DCAA to perform an evaluation, and to provide a timely, adequate, and fair
evaluation of the contractor's proposal, the contractor should have available detailed schedules of
the labor and overhead rates used in the proposal. The schedules should show computations and
tie into the existing accounting system. The schedules should also present the historical data, the
rationale used in deriving future projections, and exclude all unallowable costs (refer to
paragraph 2-301.2h and FAR 31.201 6). Further, the accounting method used in estimating
proposed costs should be the same as the method used to accumulate costs.

b. Examples of the type of data DCAA may request to support the contractor’s assertions in
its proposal may include:

(1) The basis of proposed labor rates and classifications including any proposed
escalation factors.

(a) DCAA will want to understand how proposed labor rates were estimated and will
need to audit any data that support these estimates.

(b) DCAA will want to understand and evaluate the basis of labor categories (labor
grades) proposed and the hours assigned to each labor category.

21 ENCLOSURE 3



DCAAM 7641.90

(2) The basis of proposed labor hours, including staff-loading charts, comparisons of
proposed hours to experienced hours for the production of similar items; and any learning curve
applications.

(3) The basis of proposed material costs. This support should include a consolidated
priced summary of individual material quantities included in the various tasks, orders, or contract
line items being proposed and the basis for pricing (vendor quotes, invoice prices, competitive
bids, etc.). Include raw materials, parts, components, assemblies, and services to be produced or
performed by others. For all items proposed, identify the item and show the source, quantity,
and price.

(4) The basis of proposed subcontract costs. Include documented support of the prime
contractor’s price analyses of all subcontractor proposals. In addition, if cost or pricing data is
required per FAR 15.403-4 and not otherwise exempt, in accordance with FAR 15.403-1(b),
submit the subcontractor’s cost or pricing data as part of your own cost or pricing data, as well as
your analyses of the subcontractor’s cost or pricing data.

(5) Data showing the degree of competition and the basis for establishing the source and
reasonableness of price for acquisitions (such as subcontracts, purchase orders, material order,
etc.) exceeding, or expected to exceed, the appropriate threshold set forth at FAR 15.403-4
priced on the basis of adequate price competition.

(6) Explanation of the pricing method for interorganizational transfers priced at other
than the cost of comparable competitive commercial work of the division, subsidiary, or affiliate
of the contractor.

(7) The basis of the proposed indirect expense rates including overhead, general and
administrative, material handling, and fringe benefits. Cost associated with direct and/or indirect
rates are generally a very significant portion of the proposal. Required support for all companies
is at least the current year detailed operating budget and a long range forecast/strategic plan
covering all the periods of performance. The operating budget should be at the departments/pool
level with expense item detail supporting anticipated contract performance. The budget should
detail indirect expenses and show the relationship of direct labor (or other indirect expense
allocation bases) to sales projections. Support also includes comparisons by year of projected
overhead expenses by account to prior years’ incurred amounts. Out-year projections should be
supported by the contractor’s analysis of the impact on its rates based on its long range
forecast/strategic plan.

(8) The contractor is responsible for justifying and fully supporting all items in the
proposal so that the audit will not be prolonged or negotiations delayed. All significant problems
related to factual aspects of the proposal will be fully discussed with the company's
representative. The auditor is required to notify the CO of unsupported costs and to explain what
is needed from the contractor to support the costs. Unsupported costs are those items for which
the contractor does not furnish sufficient documentation to enable the auditor to reach a
definitive conclusion. The CO generally will request the contractor to develop appropriate
support for any estimates upon which DCAA cannot develop an adequate audit opinion.
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(9) Data requested by DCAA to evaluate information other than cost or pricing data will
be based on the DCAA assistance requested by the CO and the type of information (other than
cost or pricing data) the contractor has submitted. When the CO requests that the auditor
perform an examination of a proposal supported by cost information (other than cost or pricing
data), then the auditor will request the type of data described in paragraphs a. through e. If the
CO has requested that the auditor perform specific procedures on submitted cost information,
paragraphs a. through e. above give an idea of the types of data that could be requested on a
limited basis depending on the circumstances of the procurement and the cost information
submitted by the contractor.

(10) Sometimes, the auditor may be asked to assist the CO in making his/her
determination as to whether an item meets the commercial item definition in FAR 2.101 and/or
as to whether the price is reasonable. Examples of data that may be requested when assisting a
CO in evaluating offered commercial items include:

(a) Source documents supporting sales history, quantities, and prices;
(b) Documents identifying special terms and conditions;

(c) Documents identifying customarily offered discounts for an item;
(d) Sources of financial data such as surveys, financial studies, etc.;

(e) Catalogs and price lists;

(f) Historical data for an item previously not determined commercial that the offeror
is now trying to qualify as a commercial item; or

(9) Information other than cost or pricing data as discussed in f. above.

5. Model Proposal - Advanced Tank Technologies (ATT). Background information, similar to
the following, should be provided:

a. ATT was incorporated in the State of Maryland in 1985. ATT is a research and
development concern specializing in engineering feasibility studies and surface vehicle design.
In 1995, ATT developed a small manufacturing capability that enables it to manufacture
prototypes of its basic designs. ATT had to borrow funds from a local lending institution to
establish this capability. ATT provides services primarily to major DoD contractors on a firm-
fixed price (FFP) basis.

b. This procurement, solicited by Request for Proposal (RFP) number DAAHO01-09-R-0001,
calls for the production of 50 prototypes of a new heavy-duty shock absorber. ATT designed
this part under another Army contract for the Armored Personnel Carrier Program.

c. The period of performance is February 28, 2010 to September 30, 2012.
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Figure 4. Model Proposal.

PROPOSAL COVER SHEET
{Cost or Pricing Data Required)

1. Solicitation/ContractModification No.: DAAHOI-00-F-0001

=]

Advanced Tank Technologies
500 East Highway
Washmgton, DC 20001

3. Pointof Contact
JanzDios
Contracts Manager
(202)335-1212

4. Contract Administration Office Aundit Office
DChA Baltimore ABC Branch Office
200 Towmsontown Blvd., West 2181 hiam Strest
Towson, MD 21204-3250 Landowver, MDD 20785-2218
(30133304800 (301)436-2000
3. Typeof Contract Action: New Contract
&,
Proposed + Profitor = Total:
Cost Fee
5038241 + 803,824 = 51032065

7. Government Property

We will not require the use of sny Govemment property in the performanee of this
work.

3. Cost Accounting Standards (CAS) and Estimating & Accounting Compliance

& Our organization is WOT subject to the CASE Regulations (Public Law (PL) 91-
37%) 25 amended znd FAR Part 30, We have 2 Small Business Exemption.

b....This contrzet z2ction iz NOT subject to CAS. We have 2 Small Busmess
Exemption.

£, 0). we have not submitted 2 CASE Disclosurs Statement (CASE D5-1 or 2).

4., We have NOT besn notified that we ar2 or may be in noncomplizncs with our
Disclosure Statement or CAS.
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Figure 4. Model Proposal, continued.

£, W0 zspect of this propesal 13 mconsistent with owr disclesed practices or
applicable CAS.

f. YES, this proposal is consistent with our established estimating and accounting
practices and procedures and FAR Part 51, Cost Principles.

0. Thiz proposal reflects our estimates and'or actual costs 2s of thiz date and conforms
wtﬂ:tﬂ:te mstructions i FAR 15.403- :u{'b}{i} and FHR 15. -11}3 Table 13-4, By submitting

Jamuary 21, 2010

M-;fu,r*.ud{
Jﬂ-}m Smith, President
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Figure 4. Model Proposal, continued.

Advanced Tank Technologies
Washmgton, DC
Proposal Submitted in Fesponse To EFP DAAT01-09-R-0001

Element of Cost

Amount Reference
Enginesring Labor §432.151 Schedule 1
hi=nufacturmg Labor 26412 Schedule1
DirectLabor Overhead @ 36.7% 271,545 Schedules 14 3
Daterial 113,173 Schedule2
Dizterial Handling Owverheed @ 5.0% 3.659 Schedule 3
Subtotzl 368,742
GEA@8.0% _62.460 Schedule 4
Estimated Cost 938241
Profit @ 10.0% 03.824%
Totzl Price 51,032 065

* Contractors can negotizte profit with the CO. Typically, COs use criteria in
FAPF. 15 404-4 for stzblishing 2 profit ehjective. DoD COs mayusethe
weighted puidelines pelicy described m DFARS 215 404-4
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Advanced Tank Technologies Figure 3-5-1
Washington, DC
Proposal Submitted In Responsg to RFP DAAH01-09-R-0001 SCHEDULE 1
2010 201 212 Total

Enginegring Labor Cost

Enginegring Labor Cost

Engineering Labor Cost

Enginegring Labor

Labor Category Rate/Hr Hours  Total Rate/Hr Hours  Total Rate/Hr Hours  Total Hours  Total
Program Manager $3393 683 § 23174 $3H63 760 § 27079 $3141 507 $ 18967 1950 § 69,220
Senior Enginegr 2639 1200 $ 31,668 70 90 $ 24939 2910 700 $ 20370 2800 76977
Junior Engineer 212 1800 § 39816 2323 1500 § 34845 2439900 § 21,951 4200 96,612
Engingering Aide 1450 1,800 $ 26,100 1523 550§ 8317 5599 508% 80 2400 3217
Technical Writer 60 - § - 16.80 0% - 1764 900 $ 15876 900 15876
Metallurgist 1885 1900 $ 35815 1979 1200 § 23748 2078 700 $ 14546 3800 74,109
Draftsman 1895 2200 $ 41690 1990 1500 $ 29,850 2090 600 $ 12540 4300 84,080
Total Direct Labor - Engingering 9563 § 198263 6410 $ 143838 4357 § 105,00 20350 §$ 452,151

2010 011 12 Total

Manufacturing Labor Cost

Manufacturing Labor Cost

Manufacturing Labor Cost

Manufacturing Labor

Labor Category ReteHr Hours  Total RatelHr Hours  Totel ReteHr Hours  Totel Hours - Total
Fabrication $1085 400 § 4340 $1139 600 § 6834 $1196 600§ 7176 1600 § 18350
Assembly 95 08 208 194 1020600 § 6120 800 8062
Total Direct Labor - Manufacturing _o ﬂ _8o ﬂ 1200 $ 1329 2400 § 26412

Total Direct Labor $ 202603 $ 157614 § 118346 $ 478563
Direct Labor Overhead @ 56.7% (Sched. 3) $ 114,876 $ 89,367 $ 67,102 %

Al hours proposed are based on historical costs, reference contract DAAHO1-08-C-0001, account 9271

The supporting data showing the historical hours and the development of the proposed hours are in file
"DAAHO1-09-R-0001, Hours" and is available immediately upon request.

The direct labor rates are based on actual average rates as of 31 October 2009 and escalated 5 percent each year.
The supporting data and rate calculations are located in file "DAAH01-09-R-0001, Direct Labor Rates" and is
available immediately upon request.
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Advanced Tank Technologies

Washmgton, DC

SCHEDULE2

Propesal Submitted m Besponse to BFP DAAHG-00-R-0001

Shock Absorber
Eill of Material
Oty

Support (MNot= 4)

Shesthdetal 1,600 sq. vd

Casings 730 pes.

Plastic 7,300 pes.

Springs 1700 pes.

Bolts 7500 pcs.

Total Material

Material Overhead 2t 5.0%%

lanatory Notes

Lnit Price

25.00

8.50

15

o [
g 3

[
[
h

Total
§ 40,000
6375
43,125

6800

Motes

4y
2
(1
@
2

)

DCAAM 7641.90

(1) These prices zre supported by multiple vendor quotes. The proposed prices are those
provided by the low bidder whe was the ACME Corporation in their quotation dated

December 21, 200%. The gquotations zre mcuded m file "DAAHOI-00-R-0001,

Vendor Quotations” that are avalable mmedistely upon request.

(2) These prices are supported by the Hallowsen edition of the Springs B Us Catzleg.

This catzlog is availzble for audit m the pricmg office.

(3) See Schedule 3.

(4) The proposed quantities are from the engmeermg drawmgs for the shock zhsorber.
Thiz drawing iz located i file "DAAHOL-02-E-0001, Engineering Drawing” and iz

mmediately availzble upon request.
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Figure 4. Model Proposal, continued.

Advanced Tank Technologies

Budegst for Fiseal Year 2010 Labor Overhead

Washington, DC

DCAAM 7641.90

SCHEDULES

Actual Overhead Expenses for Fiscal Years 2007 through 2009

Budgat Actual Expensas (Note 1)
Owerhsad Fxpensas (ots I 2010 2005 2008 2007
| IndirzctFayroll 5I60.000
Pavroll Taxas IR 000
Wacation 120000
Helidaw 110,000
sick Leave 30,000
Pansions TTT, 000
Emploves homla 3,000
Entartaimmeant 30,000
Office Equipmant 7,000
Dizpraciation 3,000
subscriptions 1,200
Traval 22000
Tliscellan=cus 2,000
Stationery 6,000
Feproduction 17,000
Llsintsnance 2,000
Flant 0000
Telephome 11,000
Insurancs 102000
TotalFool 2374500
Lass Unallowrabls Costs
Entertainment 5 50.000
Hat Allowablz Expanses 513124 500
Allocation Base
Dhirzct Labor TRETYEEF Laber 22,336,000 Mota3)
Flata ob % Hotad)
Explanziony Mokss

(1) Providethe prior dwee veas" actme] avarhesd expanse and allocation basa in the same format a5 thebudsst for 2010. For
the vezr 2002, 2omals to dete 22 provided and 2nmelizd (A1l valuss 2= not shown in this sxzmpls for brevity of

presentation)
{23 Tha projeced ovarhead sopanses are hesed an

=xp s operating budeet for 2010. The gperatine hudz=t ppartina
data is bhated i file "TAAHDI-0S-R-0001, Otaﬂ&gamp&lzm_ Budset" and is maead imiehr availzble upon reques

o
i

(31 Includs IREDYBEP Labor of 35,000, IF.&D and BEP lshor is included in the overhead base in order to allomte a
propantionate share of averhead to the 1abor, 25 required by FAR 31 205-18

{4} The saMme= rats is estmaed for fiscal yees 3011204 2012 W anficipete minims] inflsfion and 2 5&hlzbusiness bass zs
illusraed n our lons-tenm stetemic plan. The detaand anshsis supporting this assartim i located in fil= "DAARD])S-
R-0001, ﬂ\-l'flEidFﬂ"":ﬂ' ad & immediztdy avzilale won

avarh=ad rat= af 56.7

e 15 basad on the removal of
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Figure 4. Model Proposal, continued.

Advancad Tank Tachnologiss
Washington, DC
Budgst for Fizcal Year 2010 GEA
Actual GfA Expeneas for Fizcal Yaars 2007 through 200

DCAAM 7641.90

SCHEDULE4

Mat Allowahla

Auctual Expeness (Mota 1)

2010 Projactad Gf A Expenza: Laz: Unallowsblas 122 {00 0E T

{Motad)

Paproll Taxes ¥ 16 3

Oifficars’ Salariss 1651

Indiract 5alaries 21,1

Intarast 141 ¥ 14,000

Vacation 114

Holiday X

Sick Leava

Contributions 2.0

Penzions

(iffica Equipmant

Disprecigtion

Traval

Nlizcallameons

Lagzal Fasz

Avccounting Fass

Computsr

F.ant ]

Advertising 1500 [1]

Talaphoma 3,000

Insurance T
Total Ponl ¥ 30,500 3 311,000

IF.&DVE &P Labot 5,000

IR &DVE &P Creathead 3105 FLE3F | Mota3)

58. 8%

IF.&DVE &P Traval i i
Total [R&DVE SR 38,605 $105 38,500
Grand Total ¥ 0000 ¥ 0500 LD D]

Allocation

Ease

Diirect Labog 32331 000
Orvathead 1,374,500
Laz: IR&EDVEEP (2,240) | Motz d)
Orrathoad @)

58.8%

Orthar Diigact Costs 20 0
(0D

Nlaterials

Mlaterial Onverhaad

Total Baza
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Figure 4. Model Proposal, continued.

Faat= | L |{h’ma:'-j | | |

{1} Provida the prior thres years" actus]l G& A expenses and the allecation base in the zams format a= tha 2010
budgst. For the year 2000, acteals are provided to date and spoualized (All valuss a2 not shown in this
example for brevity of presentation).

{2) Theprojected GfcA expaness are based on the company's operating budest for 2010, The operating budeat
supporting dafa iz locatsd in fila "DAAHDI{P-F-0001, GEA Opaating Budzst” and iz availabla
immeadiataly upon =guast.

{3) The3105 adjustment r=flacts the differenca betwean the totsl overhead rate of 58. 8% and the proposed ate
of 58.7%.

{4) Orverhead on IR.&DVE &P labor at the totsl overhead rate of 58 8% iz addad tothe & A pool and daductad
fom the GieA basa.

{5) Thezamarataiz sstimatad for fizcal years 2011 and 20121, Wa anticipats mirimal inflation and a stabla
bzsiness base as illustrated in owr lone-temm strateric plan. The data and anslysis suppoting this ass=rtion
iz includad in fila "DAAHD]-00-F-000], GEA" and iz availabla immadiataly upon reguest. The total cost
input bass consists of comtract dirsct costs plus total overhead costs (incdueding mnallowabls cost) lazs
ovarhead on [R&TVE &P transfomad to the G A popl.  Tha basa doos pot includa IREDVES&D diract labor
of other IRETVE &P ditect costs, which are wsually racoverad thaoush the G&A pool.
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Figure 4. Model Proposal, continued.

Advanced Tank Technologies
Washmgton, DC

Budget for Fiseal Tear 2010 hMateris]l Handling
Actuzl Overhead Expenses for Fiscal Tears 2009 through 2007

SCHEDULES

DCAAM 7641.90

Budgst Actuzl Expenses (Note 1)

RMaterial Handling Fxpenszes (Note?) 2010 2009 2008 2007
Purchasmg Department 5 10,000
Fecetving Department 2300
Totzl Expenszes 5 12500
Less Unallowable Costs 5 1]
Net Allowable Expenses 5 12500

| Allocation Base

Direct Material 5 230,000
holaterial Overhead Fate (Mot 35 105

Explenatory Notes

(1} Provide the prior three years’ zctual materizl overhead expenses and allocation base in
the same format as the budget for 20010F or the year 2009, actuzls zre provided to date
and snnuzlized (All values are not shown m this example for brevity of presentation).

(2} The projected materizl overhezd sxpenses zre based on the company's operating budget
for 2010. The operatmg budgst supportmg datz is located m fil= "DAAHOL-G2-R-0001,
Material Handling-Operating Budget" and iz immediately available upon request.

(3} The samerate is estimated for fiscal vears 2011 and 2012, We anticipate minimal
mflztion and 2 stzble business base 2s lustrated in ourlong-term strategic plan. The
datz end anzlysis supperting this assertion is located i file "DAAHOL-03-E-0001,

Materiz]l Handling-F orecast” and is availzble immediately upon request.

6. Negotiations. In the process of negotiating the contract terms and price, the PCO or ACO
will meet with the contractor. Depending upon the significance and complexity of the
procurement, this meeting may be face to face or by telephone. The PCO or ACO is assisted in
the negotiations by the auditor’s report. The auditor may also attend negotiation meetings to

provide support to the PCO or ACO.

7. Truth in Negotiations Act (TINA).

a. Procurements by DoD, National Aeronautics and Space Administration (NASA) and the
U.S. Coast Guard are subject to the Truth in Negotiations provisions of the Armed Services
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Procurement Act, as modified by the Federal Acquisition Streamlining Act (FASA) of 1994 and
the Clinger-Cohen Act of 1996 [also known as the Federal Acquisition Reform Act of 1996
(FARA)], and as codified at 10 USC 2306a. Under FASA, procurements by civilian agencies are
subject to parallel requirements effective December 5, 1994. These requirements appear at 41
USC 254b. The purpose of these statutes is to put the Government on equal footing with
contractors when negotiating non-competitive or sole source contracts. FAR Parts 15 and 52
contain uniform implementing regulations and contract clauses.

b. The statutes require the submission and certification of cost or pricing data in conjunction
with the pricing of negotiated prime contracts and subcontracts exceeding $700,000. This
threshold is subject to adjustment every five years. However, if a fair and reasonable price
cannot be determined, the head of the contracting activity may require cost or pricing data for
procurements below the cost or pricing data threshold, but not for those at or below the
simplified acquisition threshold [FAR 15.403-4(a)(2)]. Cost or pricing data is not obtained for
acquisitions at or below the simplified acquisition threshold of $100,000. There are, however,
exceptions to cost or pricing data requirements, specifically, when prices are based on adequate
price competition, set by law or regulations, or when a commercial item is being acquired. The
head of the contracting activity may also grant waivers for submission of cost or pricing data in
exceptional cases. FAR 15.403-1 discusses these exceptions. The statutory requirements also
apply to modifications of negotiated or advertised contracts or subcontracts, contract termination
actions, and final pricing actions under price redeterminable contracts that exceed $700,000.
Contract and subcontract changes or modifications are subject to the requirements if the total
amount of both the related increases and decreases exceeds $700,000, even though the net
change in price is less than $700,000 [FAR 15.403-4(a)(1)].

c. If none of the exceptions are applicable, the CO is required to obtain cost or pricing data
before the award of negotiated contracts exceeding the $700,000 threshold (FAR 15.403-4(a)).
The contractor must submit, either actually or by specific identification in writing, the cost or
pricing data with its proposal submission. Merely making available books, records, and other
documents without identification does not constitute submission of cost or pricing data. To meet
the statutory requirement for meaningful disclosure of current, accurate, and complete data, the
contractor must provide any new or revised data obtained after the date of the original cost
proposal, but before negotiations are complete. The data should be promptly submitted in a
manner that clearly shows how the information relates to the offeror’s price proposal.

d. DCAA selects negotiated pricing actions (prime contracts, subcontracts, modifications,
final price redeterminations, equitable adjustments, and terminations) for audit on a systematic
basis to determine compliance with the statutes. Selection considers such factors as contract type
and dollar value of the contract, adequacy of accounting and estimating systems, and the number
of instances and amount of defective pricing found in prior audits. Selection of a contract for
this type of audit (commonly referred to as a postaward audit) is not an indicator of any
impropriety on the part of the contractor.
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ENCLOSURE 4

COST ACCOUNTING STANDARDS

1. Cost Accounting Standards (PL 100-679).

a. The CASB was established as an agency of Congress in accordance with a provision of
Public Law 91-379. It was authorized to promulgate CAS designed to achieve uniformity and
consistency in the cost accounting principles to be followed by defense contractors and
subcontractors under Federal contracts as a condition of contracting. Contractors subject to full
CAS coverage are required to disclose, in writing, their cost accounting practices, to follow the
disclosed practices consistently, and to comply with duly promulgated CAS. The CASB went
out of existence on September 30, 1980 as a result of Congress’ decision not to provide
additional funding.

b. In December 1988, Congress passed legislation to re-establish the CASB. That legislation
(PL 100-679) expressly continued in effect all then-existing standards, waivers, exemptions,
interpretations, modifications, rules and regulations issued by the original CASB. The
legislation expanded the applicability of CAS to all executive agencies and their contractors and
subcontractors. The CASB is located in the Office of Federal Procurement Policy (OFPP),
which is under the Office of Management and Budget (OMB). The CASB consists of five
members: the Administrator of OFPP, who is the Chairman, and one member each from DoD,
General Services Administration (GSA), industry, and the private sector (generally expected to
be from the accounting profession). On April 17, 1992 the CASB’s rules and regulations,
previously found at both FAR Part 30 and 4 CFR Parts 331 through 420, were re-codified at 48
CFR Chapter 99.

c. Regulations implementing CAS appear in 48 CFR Part 9903 and in FAR Part 30.

d. The official rules, regulations, and standards issued by the CASB are binding on all
executive agencies, their contractors, and subcontractors. Therefore, in pricing, administering,
and settling contracts covered by this legislation, CASB standards, and associated CASB rules
and regulations, must be used to estimate, accumulate, and report the associated costs.

2. Cost Accounting Standards (CAS) Applicability. A flowchart for determining CAS
applicability and Disclosure Statement submission (see 4-105) is shown in Figure 5.
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Figure 5. CAS Coverage and Disclosure Statement Determination.

@ CAS Exemptions — 48 CFR 9003.201-1(b)
Negotisted Government
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a. The CASB has issued 19 CAS that have the full effect of law. CASB rules, regulations,
and standards apply to negotiated contracts that are not exempt in accordance with 48 CFR
9903.201-1. Full CAS coverage applies to a contractor business unit that:

(1) Receives asingle CAS-covered contract award of $50 million or more; or
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(2) Receives $50 million or more in net CAS-covered awards during its preceding cost
accounting period.

b. Modified CAS coverage requires only that the contractor comply with CAS 401, 402, 405
and 406 (Disclosure and Consistency of Cost Accounting Practices clause, FAR 52.2303).
Modified CAS applies to a covered contract of less than $50 million, but more than $700,000
awarded to a business unit that received less than $50 million in net CAS-covered awards during
its preceding cost accounting period.

3. CAS Exemptions. The following categories of contracts and subcontracts are exempt from all
CAS requirements (48 CFR 9903.201-1(b)).

a. Sealed bid contracts.

b. Negotiated contracts and subcontracts not in excess of $700,000. For purposes of this
exemption, an order issued by one segment to another segment shall be treated as a subcontract.

c. Contracts and subcontracts with small businesses. FAR Subpart 19.3 addresses
determination of status as a small business. A small business (offeror) is one that represents,
through a written self certification, that it is a small business concern in connection with a
specific solicitation and has not been determined by the Small Business Administration (SBA) to
be other than a small business. The CO accepts an offeror’s representation unless that
representation is challenged or questioned. If the status is challenged, the SBA will evaluate the
status of the concern and make a determination. (Specific standards appear in Part 121 of Title
13 of the Code of Federal Regulations.)

d. Contracts and subcontracts with foreign governments or their agents or instrumentalities
or, insofar as the requirements of CAS other than CAS 9904.401 and 9904.402 are concerned,
any contract or subcontract awarded to a foreign concern.

e. Contracts and subcontracts in which the price is set by law or regulation.

f. Firm fixed-price and fixed-price with economic price adjustment (provided that price
adjustment is not based on actual costs incurred), T&M, and labor hour contracts and
subcontracts for the acquisition of commercial items.

g. Contracts or subcontracts of less than $7.5 million, provided that, at the time of the award,
the business unit of the contractor or subcontractor is not currently performing any CAS-covered
contracts or subcontracts valued at $7.5 million or greater.

h. Subcontracts under the NATO PHM Ship program to be performed outside the United
States by a foreign concern.

I. Firm-fixed-price contracts or subcontracts awarded on the basis of adequate price
competition without submission of cost or pricing data.
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4. Flowdown of CAS Clauses (FAR 52.230-2 3 and 4). The prime contract CAS clauses at FAR
52.230-2, FAR 52.230-3 and FAR 52.230-4 require that contractors flow the CAS requirements
down to subcontractors and require subcontractors to flow them down to lower tier
subcontractors. Subcontractors must comply with any applicable standards in effect at the time
the subcontract is awarded plus any new standards that become applicable to the subcontractor.

5. Submission of Disclosure Statement Form No. CASB DS-1 (48 CFR 9903.202). Contractors
must use a disclosure statement format prescribed by the CASB when describing their cost
accounting practices. Completed disclosure statements are required in the following
circumstances:

a. Any business unit that is selected to receive a CAS-covered contract or subcontract of $50
million or more shall submit a disclosure statement before award.

b. Any company which, together with its segments, received net awards of negotiated prime
contracts and subcontracts subject to CAS totaling $50 million or more in its most recent cost
accounting period must submit a disclosure statement before award of its first CAS-covered
contract in the immediately following cost accounting period.

c. When a disclosure statement is required, a separate disclosure statement must be
submitted for each segment whose costs are included in the total price of any CAS-covered
contract or subcontract exceeding $700,000, unless: (1) the contract or subcontract is of the type
or value exempted by 9903.201-1, or (2) in the most recently completed cost accounting period
the segment’s CAS-covered awards are less than 30 percent of total segment sales for the period
and less than $10 million.

d. Each segment or business unit required to disclose its cost accounting practices should
complete the Cover Sheet, the Certification and Parts | through VII.

e. Each corporate or other home office that allocates costs to one or more disclosing
segments performing CAS-covered contracts shall complete the Cover Sheet, the Certification,
Parts I and V111 of the disclosure statement. The home office that allocated applicable costs to
segments may complete Parts V, VI and VI to be included in the Disclosure Statement
submitted by its segments.

6. Adjustment of Contracts. CASB regulations provide for equitable adjustment of the price of
existing contracts if a new standard, modification to an existing standard or an interpretation
requires a change in a contractor’s cost accounting practices. Equitable adjustment is also
provided for changes that the cognizant Federal agency official (CFAOQ) finds to be desirable and
not detrimental to the Government. Contract price adjustments also may be required to protect
the Government from any increased costs caused by contractor-initiated unilateral accounting
changes, contractor noncompliance with existing standards, or contractor failure to follow any
cost accounting practice consistently.
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7. DCAA Audit Responsibility. FAR 30.202-6, 30.202-7, and 30.601 outline the basic functions
of the contract auditor in the implementation and administration of the CASB rules, regulations
and standards. DCAA is responsible for recommendations to the CFAO regarding whether:

a. A contractor’s disclosure statement adequately describes the actual or proposed cost
accounting practices;

b. A contractor’s described and actual practices comply with the applicable requirements of
FAR and the CAS.

C. A contractor’s changed cost accounting practice is adequately described and compliant
with the applicable requirements of FAR and CAS;

d. A contractor’s cost impact proposal is adequate and reflects the proper amount of contract
price adjustments.
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ENCLOSURE 5

CONTRACT FINANCING AND INTERIM AND FINAL VOUCHERS

1. Introduction.

a. Contract financing involves certain FAR specified arrangements for infusing money to a
contractor as work progresses and in advance of payment for delivered end products or services.
In most business settings, it is customary for the work to be performed and completed in a
satisfactory manner prior to invoicing the customer. However, in Government contracting, the
work may take several months or even years of effort before the service has been rendered or
items delivered. Therefore, the Government often uses contract financing methods to help offset
costs incurred by the contractor in its performance of the contract.

b. The Government's approach to satisfying contractor cash needs varies with the type of
contract. Cost-type contracts provide for interim payments for costs vouchered on a Standard
Form (SF) 1034 public voucher. Fixed-price contracts are subject to FAR Part 32 financing
methods, the most common of which has been cost-based progress payments. Cost-based
progress payments are requested on a SF 1443 progress payment request form. The contract will
designate an address to which these forms are submitted (the billing address) and the
distribution, number of copies, etc. Electronic submission of cost vouchers and progress
payments, can be made through Wide Area Workflow (WAWF). Refer to 5-302, Electronic
Submission of Interim VVouchers, for the requirements for submitting electronic payment
requests.

c. When the contract financing is cost-based, such as interim cost reimbursement (interim
vouchers) or cost based progress payments, the billing system and the contract costs are subject
to periodic audits by DCAA. When the costs are audited, DCAA will, at a minimum, verify that
the costs billed have been incurred in performance of the contract, that they are in agreement
with the accounting records, and that they are in accordance with the contract terms. Billed
direct costs generally represent costs recorded at the time of the request for reimbursement paid
by cash, check, or other form of payment for items or services purchased directly for the
contract. Additionally, when the contractor is not delinquent in paying its bills, it may bill costs
incurred, but not necessarily paid for supplies and services purchased directly for the contract
and associated financing payments to subcontractors, provided payments will be made in
accordance with the terms and conditions of a subcontract or invoice; and ordinarily within 30
days of the submission of the Contractor’s payment request to the Government. Accrued cOSts
for contributions under employee pension plans shall be excluded until actually paid unless the
contractor’s practice is to make contributions to the retirement fund quarterly or more frequently;
and the contribution does not remain unpaid 30 days after the end of the applicable quarter or
shorter payment period. Billed indirect expenses are based on the application of estimated
allowable expense rates for the fiscal year and adjusted at the end of the fiscal year to represent
the actual allowable year end rates. The estimated allowable rates should be based on the current
operating budgets for the fiscal year. Refer to 5-301, Provisional Billing Rates. The contractor
may be required to submit schedules of estimated and actual indirect expenses to the local
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DCAA office as soon as this information is known. These schedules should be similar to the
Schedules 3, 4, and 5 shown in the model contractor proposal included in Chapter 3-501.

2. Public Vouchers Under Cost-Type Contracts - Responsibility for Preparation.

a. The contractor is responsible for preparing and submitting claims for reimbursement
according to the terms of the contract, including any special billing or payment instructions, such
as a requirement to bill by contract line item (CLIN) or accounting classification reference
number (ACRN). For contract payments, FAR and DFARS require electronic processing of
payment requests. The WAWF Receipts and Acceptance System was initiated to eliminate paper
transactions from contract processing. DFARS requires the use of WAWF as the only
acceptable system for submission and processing of payment requests. All vouchers should be
submitted through WAWEF unless contract terms require hard copy vouchers to be submitted.
These submissions should not contain any classified information and should not be made more
than once every two weeks, unless other arrangements are made with the CO.

b. Public voucher claims for reimbursement must be prepared on the prescribed Government
forms (refer to paragraph 5-302). The first voucher on a contract is effectively an interim
voucher, as are all subsequent vouchers prior to the final or completion voucher. A final
"completion™ voucher will not be submitted until all contract work is completed. The auditor
may provide advice concerning the format for preparing public vouchers and financial
representations.

3. Provisional Billing Rates.

a. FAR 42.704 provides the CO (or cognizant Federal agency official) or auditor responsible
for establishing the final indirect cost rates also shall be responsible for determining the billing
rates. The Government allows interim payments, if authorized by the contract, during contract
performance by progress payments for fixed-price contracts, or by public voucher for cost-type
contracts. Reimbursement of indirect costs for these payments is generally made through billing
rates that are established to approximately equal the expected final indirect cost rates for the
contractor’s fiscal period, as adjusted for any unallowable costs. These billing rates are used for
interim reimbursement purposes until settlement is reached on final rates after the end of the
contractor’s fiscal year. Billing rates may be prospectively or retroactively revised by mutual
agreement, at either the Government’s or contractor’s request, to prevent substantial
overpayment or underpayment. Once the final rates are established, an adjustment is made for
any variance between the billing and final rates.

b. Upon receipt of the certified final indirect cost rate proposal, FAR 42.704(e) provides that
the Government and the contractor may mutually agree to revise billing rates to reflect the
certified proposed indirect cost rates. The proposed indirect rates will be adjusted to reflect
historically disallowed amounts from prior audits until the proposal has been audited and settled.
The historical decrement will be determined by either the CO or the auditor responsible for
determining final indirect cost rates. If billed costs exceed claimed costs, the contractor must
appropriately adjust the next voucher or remit or otherwise credit the Government for the
difference.
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4. Electronic Submission of Interim VVouchers.

a. DFARS Clause 252.232-7003, Electronic Submission of Payment Requests, require
contractors to submit payment requests electronically unless certain exceptions apply. DFARS
requires the use of WAWF as the only acceptable system for submission and processing of
payment requests. All vouchers should be submitted through WAWEF unless contract terms
require hard copy vouchers to be submitted.

b. For further information regarding electronic submission of payment requests contact the
cognizant CO or DFAS, Headquarters, Electronic Commerce Program Office, or visit the DFAS
electronic commerce home page at http://www.dfas.mil/dfas/contractorsvendors.htmi.

c. Cost reimbursement type contracts provide that the contractor may submit periodic claims
for reimbursement of costs and fee on Government public voucher forms SF 1034 and SF 1035
or their equivalent. For contractors utilizing WAWF for the submission of interim payment
requests on cost-type, T&M and labor hour contracts, the “Cost Voucher” is the equivalent of the
SF 1034. Data equivalent to the SF 1035 must be included in a separate electronic file and
attached to the cost voucher in WAWF, unless the contractor has been authorized to submit
interim vouchers directly to the payment office under the direct bill program. Guidance and
training for completing a cost voucher invoice can be obtained from the WAWF website at
https://wawf.eb.mil. As discussed in 5-201a., contractors should also ensure vouchers are
prepared and submitted in accordance with the terms of the contract, including any special
billing or payment instructions, such as a requirement to bill by contract line item (CLIN) or
accounting classification reference number (ACRN). SF 1034 and 1035 information will be
periodically reviewed by COs and auditors as part of their continued oversight of contractors’
billings including audits of billing systems, contractor preparation of interim vouchers, and status
of Government contract funding.

5. Guidance for Preparing Interim Public VVouchers (SF 1034).

a. All vouchers should be submitted through WAWEF unless contract terms require hard copy
vouchers. The information required on interim public vouchers is provided in the various fields
contained in WAWF when creating a voucher for electronic submission. If contract terms require
hard copy vouchers, the contractor must use SF 1034 (original) and 1034A (copies), "Public
Voucher for Purchases and Services Other Than Personal,” to show the amount claimed for
reimbursement. Contractor submittal of a public voucher through WAWF provides data
equivalent to the SF 1034. The information required on interim public vouchers is explained
below. The lettered items correspond to entries on Figure 6.
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Table 2. Information Required on Interim VVouchers.

Figure

Reference | SF 1034 Caption Description of Data To Be Inserted

@) U.S. DEPARTMENT, BUREAU, | The name and address of the military

OR ESTABLISHMENT AND department or agency that negotiated
LOCATION the contract.

(b) DATE VOUCHER PREPARED | The date that the public voucher is
submitted.

(© CONTRACT NUMBER AND The number and date of the contract

DATE and task order (when applicable).

(d) REQUISITION NUMBER AND | Requisition number if available;

DATE otherwise leave blank.

(e) VOUCHER NO. Serial number of the voucher. Use a
separate series of consecutive numbers
beginning with 1 for each new contract
or task order (when applicable) for
which separate public vouchers are
required.

()] SCHEDULE NO.; PAID BY; Leave blank. The payer will complete

DATE INVOICE RECEIVED; these fields.
DISCOUNT TERMS

(9) PAYEE’S ACCOUNT NUMBER | Enter the number (if known) or leave
blank.

(h) PAYEE’S NAME AND Firm’s name as it appears in the

ADDRESS contract and its address, except when
another party (e.g., a bank) has been
given the right to receive payment
(called an assignment) or the right to
receive payment has been restricted, as
in the case of an advance account

(i) SHIPPED FROM; TO; Leave blank

WEIGHT; GOVERNMENT B/L
NUMBER
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Table 2. Information Required on Interim Vouchers, continued.

() NUMBER AND DATE OF Leave blank
ORDER
(K) DATE OF DELIVERY OR The month and year or beginning and
SERVICE ending dates of incurred costs claimed
for reimbursement (e.g., 4/1/2012 -
4/30/2012).
() ARTICLES OR SERVICES Insert the following: “For detail, see

SF 1035 -- total amount of claim
transferred from page xx of xx SF
1035.” [The xx represents the
appropriate page number(s).] One
space below this line, insert “COST
REIMBURSABLE -- PROVISIONAL

PAYMENT”
(m) QUANTITY; UNIT PRICE Leave blank.
(n) AMOUNT The total amount claimed for the time

period indicated under “Date of
Delivery or Services.” This should be
the amount transferred from the SF
1035 -- Continuation Sheet.

b. Although the instructions on the form read “(Payee must NOT use the space below),”
DCAA requests that contractors follow the instructions below when completing the SF 1034:
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Table 2. Information Required on Interim Vouchers, continued.

Figure
Reference Description of Data To Be Inserted
SF 1034 Caption

(o) PAYMENT Leave blank.

(p) APPROVED FOR Insert “Provisional payment subject to
later audit.”

(a) EXCHANGE RATE; =$1.00 Mark out with X’s the words
“Exchange Rate” and the equal and
dollar sign in this block.

(9] BY Insert the name, mailing address, and
telephone number of the auditor who
will sign the public voucher in blocks
(r) and (s), if required. The contractor
can get this information by contacting
its cognizant DCAA office.

(s) TITLE See reference (r) above.
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[Slmmrd Form 1034 Verscher No.
Revised Oclober 1987 PUBLIC VOUCHER FOR PURCHASES AND 12) 10
Department of the Treasury
TFM 4-2000 SERVICES OTHER THAN PERSONAL
M-
LS DEPARTMENT, BUREAL, OR ESTABLISHMENT AND LOCATION DATE VOUCHER PREPARED {SCHEDULE NO
(Y (b} 182007 (f)
USA Rocky Meountain Arsem) CONTRACT NUMBER AND DATE PAID BY:
Denves, CO BI240 (3] DAAAQSO7.C.0001 22007
(f)
()
th) _l
l_—
ABC Corporation
PAYEES 100 Main Street
NAME New Yook, NY DATE INVOICE RECEIVED
AND "OR (if applicable)” i)
ADDRESS The National Bank, New York. NY DISCOUNT TERMS
Assigned for ABC Corpocatson f)
] New Yark, NY | PAYEES ACCOUNT NUMBER
2)
SHIPFED FROM TO WEIGHT [GOVERNMENT B/l NUMBER
{3) Ul
NUMBER DATE OF ARTICLES OR SERVICES
AND DATE DELIVERY s description, iress mumber of conrruct of Federal «f  QUAN- LUNIT PRICE AMOUNT
OF ORDER OR SERVICE Jschedule, and other information deewed necessarv|  TITY COST PER
0 (k) (1) Foe detail. see SF 1035 - imp (m) (m) (n}
Penod: total smount of claim traesfered $5.3712
/12007 |froes pegge 1 of | SF 1035
Cherough
42007
COST REIMBURSABLE - PROVISIONAL
PAYMENT
(lise ¢ sheet(s) )l pecessary) (Pavee must NOT use the space below) TOTAL
PAYME (oifApproved for Provisiceal Payment EXCHANGE RATE DIFFERENCES
PROVISIONAL  |Subject to kater 3 audil ip)
COMPLETE BY
PARTIAL ir)  Joel ). Hunt, Auditor
FINAL [ Defesse Contract Audit Agency Amcant venified coerect for
PROGRESS TITLE 123 Anyplace (Ni3) 555-1111 | Sipmaature or inifiols)
+ ADVANCE Any City, Aay State 00000
Pursuam 16 the authonly vested in me, 1 ceruly that this voecher is comect and proper for paymest
(Date) (Asthorized Certifying Officer) Tirle)
ACCOUNTING CLASSIFICATION
P (CHECK NUMBER ON ACCOUNT OF LS TREASURY CHECK NUMBER  ON (Numie of fani)
AR
Iy CASH PFAYEE
3] $ DATE
| When staled infeeeagn cursescy, insen name of carrency. |PER
2 1f the atility o centify and authority to appenve 2 comined sn ane persin 0ne signatune only 1S secessary. oiherwise the
sppeonng officer will sign im L space provided over s olfical tle
1 When a voocher i recexpied @ the name of a COMPagy o corporatin, the name of the person writing the coopq TITLE
name. 3 well 38 e capacity in which he signgs, mest appear. For exaspe, “Jobas Do Company, per John Saeh, Secretany” or
Treasurer as the case may be
Provicus editzon osable — NSN 7540.0C-634 4206
PRIVACY ACT STATEMENT
The infoematson roqeesiod on this form is required under the proviswes of 31 US.C. 82b and 82¢. for the purpose of

dispursing Federal maney.. the informatsom reguested s 1o detafy the paricular credseor and the ameuats s be paid. Fadae
10 Farnisls es information will hander discharge of the gayment obligation.

LS. Government Printing Office 1980-201 76900014
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6. Guidance for Preparing SF 1035. The SFs 1035 and 1035A, "Public Voucher for Purchases
and Services Other Than Personal Continuation Sheet,” will be used for additional information
required by the CO and/or the auditor. The SFs 1035 and 1035A should be assembled separately
in original and copy sets and submitted with the SF 1034 and 1034A. Suitable self-designed
forms may be submitted instead of the SF 1035 and 1035A, as long as they contain the
information required by the CO and/or auditor. Contractors submitting public vouchers via
WAWEF must attach an electronic file containing SF 1035 equivalent data to their electronic
voucher submission in WAWEF. Depending on the type of cost contract (cost plus fixed fee, cost-
sharing no fee, etc.) the information required on the SF 1035 may differ in format and content.
Figures 7 and 8 represent examples of a SF 1035 for a cost plus fixed fee and a cost-sharing no
fee contracts, respectively.

a. Interim Public Voucher — Cost Plus Fixed Fee Contract.

(1) The lettered items correspond to entries on Figure 7.

Table 3. Information Required on SF 1035 for Cost Plus Fixed Fee Contract.

Figure

Reference | SF 1035 Caption Description of Data To Be Inserted

@ U.S. DEPARTMENT, The name and address of the military

BUREAU, OR department or agency that negotiated the
ESTABLISHMENT contract.

(b) VOUCHER NO. The appropriate serial number of the
voucher, as shown on the SF 1034.

(© SCHEDULE NO. Leave blank.

(d) SHEET NO. The sheet number, in numerical sequence
if more than one sheet is used. Use as
many sheets as necessary to show the
information required by the CO or the
auditor.

(2) The following items are generally entered below the line with Number and Date of
Order; Date of Delivery or Service; Articles or Services; Quantity; Unit Price; and Amount, but
do not necessarily tie to these captions. The items entered are what most auditors and COs
require on the SF 1035. Discuss any SF 1035 requirements with the local DCAA office to be
sure that there are no unique local requirements that could impact preparation of the SF 1035.
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Table 3. Information Required on SF 1035 for Cost Plus Fixed Fee Contract, continued.

Figure Reference | Description of Data To Be Inserted

(e) Payee's name and address, as shown on SF 1034.
() The contract number and the task order number, when applicable.
) Target or estimated costs, target or fixed-fee, total contract value,

and amount of fee payable. FAR 52.216-8(b) states that "...after
payment of 85 percent of the fixed fee, the CO may withhold
further payment of fee until a reserve is set aside in an amount that
the CO considers necessary to protect the Government's interest.
This reserve shall not exceed 15 percent of the total fixed fee or
$100,000, whichever is less."

(h) Insert: "Analysis of Claimed Current and Cumulative Costs and
Fee Earned."”
(i) The major cost elements. Use additional SF 1035s, if necessary,

to show the detail of direct transportation charges and the
computations of overhead adjustments from provisional rates to
final audited rates (allowable actual rates). The provisional
indirect rates used (overhead and general and administrative) to
calculate the indirect expenses should be reflected on the SF
1035s.

) The amount billed by the major cost elements, contract reserves
and adjustments, and adjusted amounts claimed for the current
period.

(k) The cumulative amounts billed by the major cost elements,
contract reserves, and adjusted amounts claimed to date of this
billing.

() The total costs for current and cumulative periods.

(m) The target or fixed-fee earned and due for the current and
cumulative periods, and the formula for the computation
(percentage of costs, percentage of completion, etc.).

(n) The total costs claimed and the target or fixed-fee due for the
current and cumulative periods.
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Table 3. Information Required on SF 1035 for Cost Plus Fixed Fee Contract, continued.

(0) The details of the contract reserves withheld in the current period
and for the cumulative period. The contractor is responsible for
reducing its claims for contract reserves. There may be several
contract clauses that address the CO's authority to establish
contract reserves and under what circumstances these reserves can
be established. The CO will notify the contractor of any
applicable reserves. This is not to be confused with the clause at
FAR 52.216-8 that gives the CO authority to withhold 15 percent
of the fee payable (refer to (g) above).

(p) Show the status of all outstanding DCAA Forms 1, "Notice of
Contract Costs Suspended and/or Disapproved.” NOTE: This
instruction will not be applicable to the majority of contractors.
When not applicable, this item should be omitted. The DCAA
Form 1 is the form used to effect suspension and disapproval of
costs or fees claimed for payment on a contractor's reimbursement
vouchers. In general, an item of cost, either direct or indirect, that
lacks adequate explanation or documentary support for definitive
audit approval or disapproval will be suspended until the required
data are received and a determination can be made as to the
allowability of the item. Costs for which audit action has been
completed and are not considered allowable will be disapproved.
When amounts on an outstanding DCAA Form 1 are resubmitted,
they will be shown in the current period column, and the
corresponding cumulative total of outstanding suspensions or
disapprovals will be reduced to cover the resubmission so that the
cumulative amounts will be "net."

Q) Net reserves and adjustments.

(n Show the costs and fee subject to reimbursement for the current
and cumulative periods.

(s) Amount to be carried forward to the SF 1034,
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Figure 7. Sample of SF1035 Interim Voucher.

VOUCHER NO.
Standard Form 1035 PUBLIC VOUCHER FOR PURCHASES AND (b) 10
September 1973 SERVICES OTHER THAN PERSONAL SCHEDULE NO
o o
CONTINUATION SHEET T
U3, DEPARTMENT, BUREAL. OR ESTABLISHMEN T
(a) USA Rocky Mountain Arsenal, Denver, CO 80240
NUMBER DATE OF . UNIT FRICE AMOUNT
AND DATE | DELIVERY ,m&whff.w(ﬁff,:mﬁww,
OF ORDER OR SERVICE wohndsie oad aiker aformsiiae deemad Aecesssny | QUANTITY | COST PER
(e) ABC Corpotatin (f) Contract No. DAAAO5-07-C- (%) Tagget/Egtimatdd Costs
100{Main Strept 0001 $250,000
New| York, NY (g) Tay get/qxed Fge
15,000
(g) Togal $265.000
{g) BSi of Fixed
Fee | _12,230
(h) Analysis of Claimed Current
and Cumulative Costs and Fee | (i) Amdunt fdr (k) Cumulative
Earned Curaent Pi riod [Amount from
illed Inception to
Date of This
Billing
(i) Majbr Cost Elpments:
Direct Materipls $ 700 $ 25,000
Subgontracts ¥Cost & Redeterminable 14500 8,140
Interplant Chprges 200 1,250
Speg¢ial Toolipg 200 3,750
Direct Transpprtation Costs 175 520
D£r1ct labor = (Manufacturing, Engineering, etcd) 630 602000
Ovethead 925 90,000
Gengral & Admfinistrative Expenses 835 18,860
1) Total Copts $53785 $207,520
(m) Fixed Fee Earhed (Toral Costs x 6%) _ {287 12,451
(n) Total Ampunts Claimed §34072 $219,971
Contract Resefves and Adjustments:
(o) Congtract Resefpves Withheld $ (500) $(15,000)
- (Identify)
(o) Congract Resefves Cleared 700 11,000
(§:3) DCN} Form | -] Resubmittal (Voucher No.) 100 -
(p) DCAA Form 1 -|Conceded by Contractor (1,600)
(p) DCM; Form 1 -|Outstanding Suspensions (1,700)
(p) DCAA Form 1 -| Disapprovals Subject to Appeal _(2,000)
(qQ) N¢t - Reser:‘rea and Adjustments $_£9,300)
(r) Adjdsted Amoupts Claimed:
Cdrrent and| Cumulative Costs $198,220
Fixed Fee 12,451
Total (s) $3.3 $210,671

b. Interim Public Voucher — Cost-Sharing No Fee Contract.
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(1) The following is an example of a SF 1035 for a cost-sharing no fee contract. This
example (Figure 8) is separate and distinct from the preceding SF 1034 (Figure 6) and SF 1035

(Figure 7).

Table 4. Information Required on SF 1035 for Cost Sharing No-Fee Contracts.

Figure

Reference | SF 1035 Caption Description of Data To Be Inserted

@ U.S. DEPARTMENT, The name and address of the military

BUREAU, OR department or agency that negotiated the
ESTABLISHMENT contract.

(b) VOUCHER NO. The appropriate serial number of the
voucher as shown on the SF 1034.

(©) SCHEDULE NO. Leave blank.

(d) SHEET NO. The sheet number, in numerical sequence
if more than one sheet is used. Use as
many sheets as necessary to show the
information required by the CO or the
auditor.

(2) The following items are generally entered below the line under Number and Date of
Order; Date of Delivery or Service; Articles or Services; Quantity; Unit Price; and Amount, but
do not necessarily tie to these captions. The items entered are what most auditors and COs
require on the SF 1035. Discuss any SF 1035 requirements with the local DCAA office to be
sure that there are no unique local requirements that could impact preparation of the SF 1035.
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Table 4. Information Required on SF 1035 for Cost Sharing No-Fee Contracts, continued.

Figure

Reference o
Description of Data To Be Inserted

(e) Payee's name and address, as shown on SF 1034.

() The contract number and the task order number, when applicable.

(9) Total estimated costs, contractor’s share of costs, Government’s
share of costs and one percent of Government share of costs. FAR
52.216-12(b) states that "After paying 80 percent of the
Government’s share of the total estimated cost of performance shown
on the schedule, the CO may withhold further payment of allowable
cost until a reserve is set aside in an amount that the CO considers
necessary to protect the Government's interest. This reserve shall not
exceed one percent of the total estimated cost shown in the schedule
or $100,000 whichever is less." Therefore, a contract reserve of one
percent of incurred costs is normally withheld after 80 percent of the
Government share of total estimated costs is paid.

(h) Insert: "Analysis of Claimed Current and Cumulative Costs and Fee
Earned."

Q) The major cost elements. Use additional SF 1035s, if necessary, to
show the detail of direct travel charges and the computations of
overhead adjustments from provisional rates to final audited rates
(allowable actual rates). The provisional indirect rates used (overhead
and general and administrative) to calculate the indirect expenses
should be reflected on the SF 1035s.

() The amount billed for the current period and cumulative amount from
contract inception to date of this billing.

(K) The Government’s share of the amount billed for the current period
and the Government’s share of the cumulative amount billed from
contract inception to the date of this billing.

() The contractor’s share of the amount billed for the current period and
the contractor’s share of the cumulative amount billed from contract
inception to the date of this billing.

(m) The total costs incurred, summarized by contract, by Government
share, and by contractor share.

(n) The one percent contract withholding required by FAR 52.216-12(b).
(0) The total amount claimed by the contractor for the current period and
the cumulative amount claimed from contract inception to the date of
this billing. The current period amount is to be carried forward to the
SF 1034.
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Figure 8. Sample of SF 1035 Interim Voucher.

VOUCHER NO

PUBLIC VOUCHER FOR PURCHASES AND {by 10
aemrember 1975 SERVIGES OTHER THAN PERSONAL SEREGULE NO-
4 Treasury FRM 2000 (c)
10356-110
CONTINUATION SHEET SHEET NO @

U5 DEPARTMENT, BUREAU, OR ESTABLISHMENT

{a) US Army Material Command, Atlanta, GA 30080

NUMBER DATE QF ARTICLES QR SERVICES QUAN- UNIT PRICE AMOUNT
AND DATE DELIVERY [Enter description, item mumber of contract or Federal supply g
OF GRDER OR SERVICE heduls, and orher inf ion deemed y) cosT PER

(f) Contract No. DAAAO0S-96-C-0002

PerfFORM (DLA)
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7. Completion VVoucher.

a. The completion voucher is the last voucher submitted on a contract or task order. A
separate completion voucher will be submitted for each individual project or task order for which
a separate series of public vouchers has been submitted.

b. FAR 52.216-7(d)(5) requires the contractor to submit the completion voucher within 120
days after settlement of the final indirect cost rates covering the year in which the contract is
physically complete, or longer if approved in writing by the CO. The completion voucher must
include settled subcontract amounts and rates. The prime contractor is responsible for settling
subcontractor amounts and rates included in the completion voucher and providing status of
subcontractor audits to the CO upon request. However, prior to submitting the completion
voucher, DCAA may be required to complete an audit of the contractor's incurred costs relating
to the contract. Within six months after the end of the contractor’s fiscal year, the contractor
shall submit to the CO and to the cognizant DCAA office a proposed final incurred cost proposal
for the period (reference FAR 52.216-7). It should be based on the actual cost experienced
during that period and submitted with supporting cost data specifying the contracts and
subcontracts to which the rates apply. A sample format of this incurred cost proposal is
contained in Chapter 6 of this manual.

c. After the incurred cost proposal is submitted, the contractor's costs will be audited.
Normally, a contract cannot be closed out unless the applicable costs have been audited.
Therefore, the contractor should not prepare or submit the completion invoice until the DCAA
audit of the contractor's fiscal years during which costs have been incurred under the contract has
been completed.

d. The SF 1034 that is submitted on the final voucher is identical to that for the interim
voucher except for the following items (refer to Figure 9):
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Table 5. Information Required on Final VVoucher (SF1034).

Figure
Reference | SF 1034 Caption Description of Data To Be Inserted

(e) VOUCHER NO. Serial number of the voucher with the letter
“Z” after it. Use a separate series of
consecutive numbers beginning with 1 for
each new contract or task order (when
applicable) for which separate public
vouchers are required.

() ARTICLES OR Insert the following: “For detail, see SF
SERVICES 1035 -- total amount of claim transferred
from page xx of xx SF 1035”. [The “xx”
represents the appropriate page numbers.]
One space below this line insert “COST
REIMBURSABLE -- COMPLETION
VOUCHER”

(0) PAYMENT The box identified “FINAL” should be
marked.

(p) APPROVED FOR Insert “Final Payment.”

(n BY Leave this box blank. (Auditor name should
NOT be inserted.)

(s) TITLE “Auditor, Defense Contract Audit Agency”
should NOT be inserted since DCAA does
not sign the final voucher. This is done by
theCO, based on DCAA’s final report.

e. Completion VVoucher.

(1) The following is a sample SF 1035 for a completion invoice. Delays in processing
completion invoices can be avoided if these instructions are followed. Note: The example of the
SF 1035 (Figure 9) for the completion voucher is separate and distinct from the preceding SF
1034 (Figure 6) and SFs 1035 (Figure 7 and Figure 8) examples.
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Table 6. Information Required on Final VVoucher (SF1035).

Figure

Reference | SF 1034 Caption Description of Data To Be Inserted

@ U.S. DEPARTMENT, The name and address of the military

BUREAU, OR department or agency that negotiated the
ESTABLISHMENT contract.

(b) VOUCHER NO. The appropriate serial number of the
voucher, as shown on SF 1034 (with the
letter “Z” after it).

(© SCHEDULE NO. Leave blank.

(d) SHEET NO. The sheet number, in numerical sequence, if
more than one sheet is used. Use as many
sheets as necessary to show the information
required by the CO or the auditor.

(2) The following items are generally entered below the line under Number and Date of
Order; Date of Delivery or Service; Articles or Services; Quantity; Unit Price; and Amount, but
do not necessarily tie to these captions.
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Table 6. Information Required on Final VVouchers (SF1035), continued.

Figure

Reference | Description of Data To Be Inserted

(e) Payee's name and address, as shown on the SF 1034.

() The contract number and the task order number, when applicable.

(9) The latest target or estimated costs, target or fixed-fee, and total contract
value.

(h) Type: "Contractor's Cumulative Claim and Reconciliation Statement.”

(1) The major cost elements. Use additional SF 1035s, if necessary, to show

the detail of certain charges or computations. A separate column should
be prepared for each of the contractor's fiscal years. The amounts shown
for direct costs should always tie in to the costs shown on the submission
prepared for audit, as explained in paragraph 5-304.1. Any direct costs
questioned during our audit of costs should be excluded from the
applicable contractor's fiscal year. Fringe, overhead, and G&A should be
computed using the rates as explained in reference (j). The total costs
being billed cannot exceed the estimated cost of the contract. Unless the
contract has been modified, cost overruns cannot be claimed. Any
amount in excess of the contract value should be subtracted from the total.

() The final audit determined or negotiated fringe, overhead, and G&A rates
should be listed by contractor's fiscal year as shown. However, if the
contract specifies ceiling rates, the rates shown cannot exceed the
ceiling(s) in the contract.

(k) The cumulative amounts billed, by the major cost elements, less previous
payments.

() The total costs claimed. This should not exceed the estimated contract
costs.

(m) Bill for any portion of the fee not previously billed. If the contract

provides for an incentive fee, show the computations of the total fee
claimed. Use separate sheets if necessary.

(n) The total costs claimed and the target or fixed-fee due. This should not
exceed the total contract amount.

(0) The amount of total previous payments received on interim vouchers.

(p) The amount due should be the amount that appears on the SF 1034.
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Figure 9. Sample of SF 1035 Completion VVoucher.

adard Form 100N
e % PUBLIC VOUCHER FOR PURCHASES AND

b o SERVICES OTHER THAN PIRSONAL
CONTINUATION SHEET

T.?"ﬁ:Jg‘!?LTMsc.x Center, San Diego, CA
A R L

[e) XYZ Cprporatipn (f) Contract No.N66818-91-C-
200 Epeclid St 0091

Tampal Floridp 20005

(g) Tprget Estimated
400,000
(h)| Contractor's Qumulative Claim 36,000
Reconciliation Statement 36,000
6} FY Y [fotal
efit Rafe 10.93% 12.15%
te 112.99 92.30
2.91 14.97
(1) Elements
$115,572.17 § 16,068.11 $134,673.72
efits 12,632.04 1,952.28 | _14,988,68
ct la 3!25.204.2[ § 18,020,139 §149,/62.40
§144 BS7.94 § 16,632.82 $164 ,657.66
2,262.16 2,242,156
62,351.00 62,351.00
4,193.94 297.76 4,491,70
T 1,071.76 1,071.76
t Costs 770.10 8,34 787,44
$343,691.11  § 34,959.31 §IR9,264.12
GEA 10,001,41 5,233.41 16,059.29
Total Codts Incurred$353,692.52 § 40,192.72 $401,314.41
Amount il Excess pf Contract Amount (1,314.41)
(1) |Total Codt Claim $400,000.00
(m) |[Fixed Fed 36,000.00
(n) |Total $436,00.00
(o) |Less Preyious Payments (433,871.23)
Amount Dye (P |F LIIETN
—_—— e

8. Submission Requirements.

a. General.
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(1) Unless otherwise notified or specified differently in the contract (refer to 5-302 for
electronic invoicing requirements), public vouchers must be submitted according to the
following requirements.

(2) In WAWEF, selected vouchers will be routed to DCAA for review and approval and
once approved by DCAA are forwarded to DFAS for provisional payment. For hard copy
vouchers:

(a) Original SF 1034, SF 1035, or equivalent contractor's attachment.
(b) For those contractors submitting interim vouchers to any of the following four

addresses, there is no need to submit any copies of the voucher. The original SF 1034 and SF
1035 is sufficient.

DFAS — Columbus DFAS — Columbus

PO Box 369016 PO Box 369020

Attn: Columbus CP Attn: Limestone VP
Columbus, Ohio 43213-1152 Columbus, Ohio 43213-1152
DFAS — Columbus DFAS — Columbus

PO Box 369023 PO Box 369024

Attn: Indianapolis VP Attn: Dayton VP

Columbus, Ohio 43213-1152 Columbus, Ohio 43123-1152

(c) For contractors submitting interim vouchers to other than the four addresses listed

(d) above, six copies of SF 1034A, SF 1035A, or equivalent contractor's attachment
are required.

b. Completion Voucher.

(1) Upon completion of the contract, the contractor is required to submit a voucher
designated as "completion voucher" together with such other documents as are prescribed by the
contract. Approval and payment by the Government of the contractor's completion vouchers
constitutes complete and final payment to the contractor, except for any items reserved by
qualification of the contractor's Release of Claims. When a voucher is identified as the
"Completion Voucher,” the voucher should be submitted to DCAA. DFARS 242.803(b)(i)(D)
authorizes the contract auditor to review completion vouchers and send them to the CO. An
additional copy should be submitted to the ACO. In WAWEF, when a contractor submits a
completion voucher, it is routed directly to the ACO for action and a copy is placed in the DCAA
“History” folder within WAWEF. Refer to 5-302 for electronic invoicing requirements.

(2) In addition to the SF 1034s and 1035s, the contractor is required to submit the
following documents to DCAA:
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(a) Contractor's release of claims, and, if applicable, an Assignee's release of claims
in a form acceptable to the CO. The amount listed on this release should be the total allowable
cost plus allowable fee. It should tie in to the total amount claimed on the SF 1035.

(b) Contractor's assignment of refunds, rebates, credits, and other amounts and, if
applicable, an Assignee's assignment of refunds, rebates, credits, and other amounts in a form
acceptable to the CO.

c. Separate Public Voucher Submission Requirements. A separate public voucher (or if
appropriate, a separate series of public vouchers) should be submitted for:

(1) Each line item, sub line item, project, or portion of a multiple funded contract for
which separate funding is provided under the contract. A contractor who believes that this would
create additional work and expense by requiring maintenance of records over and above that
which the accounting system provides should refer the matter to the CO for resolution.

(2) Each portion of a contract which is payable by a different disbursing office.

(3) Costs claimed under a qualification in the final release on a completed contract or in
the settlement agreement under a terminated contract.

(4) On contracts administered by the DCMA, separate public vouchers are required
where the claim is for:

(a) Settlement expenses on a partially or completely terminated contract.

(b) Subcontractor settlement on a partially or completely terminated contract. In this
case, the proposed subcontract termination settlement must be submitted to the Termination
Contracting Officer (TCO) for approval, except for those settlements concluded under FAR
49.108-4. Evidence of the approval must accompany the voucher when it is submitted to the
auditor for processing.

(c) In cases where the settlement of a subcontract is the basis of a claim, the
contractor must submit the voucher for the subcontract settlement amount directly to the ACO
who will forward the voucher to the appropriate office. The voucher, together with a letter
indicating the amount of the settlement approved for payment, will be returned to the contractor.
The contractor will then submit the voucher, with a copy of the approval letter, to the auditor for
processing.

9. Requirements for Supporting Fee Claims. Each SF 1035 (or contractor equivalent form)
should include the basis of the claim for earned fee.

10. Resubmission of Costs Previously Suspended or Disapproved. Resubmissions of any
previously claimed amounts that were suspended or disapproved by a DCAA Form 1 should be
shown as a separate line item on public vouchers. Cite the number of the public voucher on
which the deduction was made and the number of the DCAA Form 1. Suspensions and
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disapprovals that have been successfully appealed should be identified by citing the final
decision of the ACO, the Board of Contract Appeals, or the Court of Federal Claims.

11. Maintenance of Reimbursement Claim Data. Maintain adequate records to show, by major
cost element and fee, the amounts claimed for reimbursement for each applicable contract or task
order covered by a separate series of public vouchers. The records should contain, by fiscal year,
a reconciliation of any differences between the costs incurred under the contract or task order
and the amounts claimed for reimbursement.

12. Withholding and Release of Contract Reserves. Contractual provisions covering fees,
patents, royalties, etc., usually provide for the accumulation of a withholding reserve until certain
contract requirements are met to the CO's satisfaction (e.g., Patent Rights - Retention by the
Contractor (Long Form), FAR 52.227-13). Include appropriate adjustments in reimbursement
claims to cover the required accumulation and release of contract withholding reserves. Resolve
any questions about these reserves with the ACO.

13. Progress Payments Based on Costs - General (FAR 32.5). Progress payments are a form of
Government furnished interest-free financing applicable to undelivered and uninvoiced items.
Progress payments shall be made to the contractor when requested as work progresses, but not
more frequently than monthly. The amount of each progress payment is computed by (i)
applying the rate stipulated in the progress payment clause of the contract (DFARS 252.232-
7004) to the cumulative total allowable booked costs under the contract; (ii) plus financing
payments to subcontractors or other company divisions of the contractor’s corporate office; (iii)
less the sum of all previous progress payments. The CO is responsible for approving progress
payment requests.

14. Processing Progress Payments.

a. If the auditor has determined that the accounting and billing systems are reliable, progress
payment preparation, submission, and review is normally a straightforward process. Contractors
may include the following costs in progress payment requests, under the conditions noted:

(1) Total costs incurred under the contract whether or not actually paid, plus financing
payments to subcontractors.

(2) Financing and other payments for the costs of supplies and services purchased
directly for the contract if the costs are (i) paid in accordance with the terms of the subcontract or
invoice and (ii) ordinarily paid within 30 days of the contractor's payment request to the
Government.

(3) Properly allocable and allowable indirect costs.

(4) Cost of Money that would be allowable under FAR 31.205-10 as an incurred cost for
progress payment purposes (FAR 52.232-16(a)(1).
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b. Estimated additional costs to complete the contract (item 12.b. of SF 1443, Request for
Progress Payment) require the contractor to make technical and financial estimates to complete
(ETC) every six months. The contractor must support this estimate with an analysis that shows
how the amount was derived. It must be a realistic estimate and not simply a mathematical
computation between contract value and the cost incurred. The ETC must be supported with
current, accurate, and complete information. The estimate may be the last estimate made,
adjusted for costs incurred since the last estimate; however, estimates shall be updated at least
every six months.

c. The request for progress payments (SF 1443) is submitted to the office designated in the
contract (usually the ACO) for approval. The instructions for preparing the SF 1443 are found
on the back of the form (Figure 11). Refer to Figure 11 for an example of a completed form.
Progress payment requests may be submitted electronically using WAWF.

15. Treatment of Contract Overruns on Progress Payments.

a. If the sum of the ETC and the incurred cost exceed the contract price, the contract is in a
loss position. In this case, costs eligible for progress payments may be discounted by a loss ratio
factor, resulting in a smaller progress payment. The progress payment request submitted by the
contractor should not be adjusted for the loss ratio. A supplementary analysis should be prepared
by the contractor (reference FAR 32.503-6) and attached to the progress payment request. (Refer
to Figure 12 for an example of this analysis. This example is separate and distinct from example

Figure 11).
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CONTRACTOR'S REQUEST FOR PROGRESS PAYMENT

IMPORTANT: This form is to be completed in aceordance with instructions on reverse.

1. TO: MName and Address of Contracting Office
DCMAO, Baltimaore

200 Towsontown Blvd., West

Towson, Maryland 21204-5299

500 East highway

Washingten, DC 20001

FICATION INFORMATION
2. FROM: Mame and Address of Contracior (including Zip Coda}
Advance Tank Technology

Faying (iice

DPSC-DCMA, PHILADELPHIA
2800 South 20" Street
Philadelphia, PA 19101-4178

3. Business Type

YES NO

4. Contract Mo,
DAAHO1-07-C-0001

5. Contract Price
$5,000,000

6. Rales 7. Date of Initial Award Ba. Progress Payment Fequest No. #b. Date of This Reguest
A Prog Pymis B. Liguidaticn A Year B. Month
B & B8 5 % 2007 1 3 May 15, 2007
SECTION Il - STATEMENT OF COSTS UNDER THIS CONTRACT THROUGH April 30, 2007
4. Paid costs eligible under progress payment clause B
10.  Incurred costs eligible under progress payment clause 2,293 500
11, Tolal costs eligible for progress payments (ltam 9 plus 10) 2,293 500
12, a_Total costs incurred to date % | 2.263.500 A ki o
b. Estimated additional cost to complete | 2,080,730 S T s A
13, l%em 11 multiplied by item Ba. 1,948 475
14 a Progress payments paid 1o subcontractars 5 = i
b Liguidated progress payments to subcontractors i
c. Unliquidated progress payments to subcontractors (irem 74a less 14b) =5
d Subcontract progress billings approved for current payment
& Eligible subcontractor progress payments {ltem {4c plus 144)
15, Total dollar amount (lterm 13 plus 14g) 1,849,475
16 llem 5 multiplied by item 6o 5 [ 4,250,000 e
_17. Lesserofitem 15 or item 16 1,949,475
18, Tatal amount of previous progress payments requested 1,702,300
19, Maximum balance eligible for progress payments (ltem 17 lass 18) 247 175
SECTION Il - COMPUTATION OF LIMITS FOR OUTSTANDING PROGRESS PAYMENT "sze special instructions on back for use under the FAR
20, Cormputation of progress payment clause (a(3)() or afd i)} Limitation® 1,732,060 o ST
a, Costs moheded in tem 11, applicabla to items deliverad, invoiced, and accepted to the
data in_heading of Section 11
b. Costs igible for progress payments, applicable to undeliverad items and to delivered 561,440 %
iems nol involced and accepted (itgm 17 less 20a) - Hoa
¢, ltam 20b multiplied by itemn 6a 5 477,224
d. Eligible subcontractor progress payments (ltem f4a)
e Limitation a{3){i) or a{4){i) (tem 20c plus 20d)* 477,224
21 Cdmpblﬂ.tlﬂn of pmg-ress. paymant clauae (arﬂ}[u) nra(4jrrJJ} L1m|1at|nn % | 2,053,580 = b
b. Contract price of |t9ms Nt oellu\ered :I.D.".,Qp!aﬂ and |nw:.||:ed r.r:am 5 Jess 20a) 2,946,420 i
o ltem 21b muitiplied by Item 6b 2,504 457
d. Unliquidated advance payments plus accrued interest
e Limitation (2/3)(i} or af4)(i)) (Nem 21c plus 21d)r 2,504,457
22 Maomum unliguidated progress payments (Lesser of lfem 20e or 212)° 477,224
23, Tatal amount applied and to be applied to reduce progress payment $ | 1,662,180 e
24 Unliquidated progress paymants (Jtem 18 less 23)° 40120
T25 Maximum permissibie progress paymenis (ftem 2 less 24)° 437,104
26, Amount of current invoice for progress payment (Lesser of ltem 25 or 19)° 247,175
27.  Amount approved by contracting officer

CERTIFICATION

| canify that the above statement (with attachments) has been prepared from the books and records of the above-names contracior in accordance wilh ihe
contract and the instructions nereon, and 1o Ine best of my knowledge and belied, that it is correct, that all the costs of contract performance (except as herewith
reported in writing) have been paid to the extent shown herein, or where not shown as paid have been paid or will be paid currently, by the contractor, whan due,
in the ordinary course of business, thal the work refliected above has been performed, that the guantifies and amounts involved are consistent with the
requiraments of the contract. That there are no encumbrances (except a5 reported in writing herewith, or on previous progress payment request Mo }
against Ihe property acquired or produced for, and allocated or property chargeable to the contract which would affect or impair the Government's title, that there
has been no materially adverse change in the financial condition of the contracior since the submission of the most recent written information dated by the
contractor 1o the Govemment in connection with the contract, that to the extent of any contract provisions limiting progress payments pending first anicle
approval, such provision has been complied with, and that after the making of the requested progress payment the unliquidated progress payments will not

excecd the maximum unliguidated progress payments permitted by the contract.

Mame and Title of Contractor Representative signing this form

Signature

Name and Title of confracting officer

Signature
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Figure 10. Sample Standard Form 1443, continued.

INSTRUCTIONS

GENERAL - All entries on this form must be typewritten - alf
doliaramounts must be shown in whaole dollars, roundadup to
the next whole dollar. All line item numbers not includedin
the instructions below are self-explanatory.

SECTION | - IDENTIFICATION INFORMATION. Complete
Itams 1 through Bc in accordance with the following
instructians:

Item 1. TO - Entar the name and addrass of the cognizant
Contract Administrator Office. PAYING OFFICE- Entar the
designationof the paying office, as indicatadin the contract.

ftam 2 FROM- CONTRACTOR'SNAME AND ADDRESS/ZIP
CODE - Enterthe name and mailing addressof the contractor.
If applicable, the division of the company performing the
centract should be entered immediately following the
contractor'sname,

{tem 3. Enter an "X" in the appropriate block to indicate
whether or not the contractoris a small business concern.

Item 6. Enter the total contract prica. as amended. If the
contractprovidesfor escalationor price redeterminationgnier
the initial price until changed and not the ceiling price; if the
contract is of the incentive type. enter the target or billing
price, as amended until final pricing. For letter contracts,
enter the maximum axpenditureauthorizedby the contract,as
amended.

ltem 6A. PROGRESS PAYMENT RATES - Enter the 2-digit
progress payment parcentage rate shown in paragraph [a)}(1)
of the progresspayment clause.

Item BB. LIQUIDATION RATE - Entar the progress payment
liguidation rate shown in paragraph {b) of the progress
payment clausa, using three digits - Example: show BO% as
800- show 72.3%ar 723

ftern 7. DATE OF INITIAL AWARD- Enter the last two digits
of the calendarvear. Use two digits to indicatethe manth.
Example: show January 19820+ 82/01.

Iltem BA. PROGRESS PAYMENT REQUEST NO. - Enter the
numbes assigned to this request. All requests under a single
contract must be numberad consecutively, baginning with 71,
Each subsequent request under the same contract must
continue in sequence, using tha ssme series of numbers
without omission,

Item 8B. Enter the date of the request.

SECTION il - GENERAL INSTRUCTIONS. DATE. In the space
provided in the heading enter the date through which costs
have been accumulated from inception for inclusion in this
request. This date is applicableto item entries in Sections||
and |l

Caost Basls, For all contracts with Small Business concerns,
the base for progress payments is total costs incurred, For
contracts with concerns other than Small Business, the
progress payment base will be the total recordedpaid caosts,
together with the incurred costs per the Computation of
Amounts paragraph of the progress payment clause in FPR
1-30.510-1(alor FAR52.232-16,as appropriate. Total costs
include all expenses paid and incurred, including applicable
manufacturing and production expense, general and
administrativeexpanse for performanceo! contract, which are
reasanable, allocable to the contract, consistent with sound
and generally accepted accounting principles and practices.
and which are not otherwisaexcludedby the cantract.

Manufacturing and Production Expense, General and
AdministrativeExpensa. In connectionwith the first progress
payment request on a contract, attach an explanation of the
method, bases and period used in determing the amount of
each of these two types of expanses, If the method, bases or
periods used for computing these expenses differ in
subsequent raquests for progress payments under this
contract, attach an explanation of such charges toc the
progresspayment request invoived.

Incurred Costs Involving Subcontractorsfor Contracts with
Small Business Concerns. If the incurred costs eligible for
progress payments under the contractinclude costs shown in
invoices of subcontractors,suppliers and others, that portion
of the costs computedon such invoicescan only include casts
for: {1) completed work to which the prime contractorhas
acquired title; {2) materials dalivered to which the prime
contracior has acquired title: (3) services rendered: and 14)
costs billed under cest reimbursement or time and material
subcontracts for work to which tha prime contractor has
acquiredtitle.

SECTIONII - SPECIFIC INSTRUCTIONS
Item 9. PAID COSTS ELIGIBLE UNDER PROGRESS

PAYMENT CLAUSE - Line 9 will not be used for Smal
Business Contracts.
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Item 9 shall include only those recordedcosts which have
resulted at time of request in payment made by cash, check. or
other form of actual payment for items or services purchased
directly for the contract. This includes items delivered,
accepted and paid for, rasulting in liquidation of subcantractor
Progress payments.

Costs 1© be shown n iiem 2 are nol o include advance
payments, downpayments, or deposits, all of which are not
aligible for reimbursement; or progress payments made to
subcontractors,suppliers or others, which are to be includedin
Item 14. See "Cost Basis" above.

Itemn 10. INCURRED COSTS ELIGIBLE UNDER PROGRESS
PAYMENT CLAUSE- For all Small Business Contracts,ltem 10
will show total costs incurredfor the contract.

Costs to be shown in {tem 10 are not 1o include advance
payments, downpayments, qeposits, of progress payments
made 10 subcontractors suppliers or others.

For large business contracts,costs tu be shown in Item 10 shall
include all costs incurred (see "Cost Basis” above) for:
materials which have beenissued from the storesinvantaryand
placedinto productionprocessfor use on the cantract; for direct
labor; far other direct in-house costs; and for properly allocated
and allowable indirect costs as set forth under "Cost Basis"
above.

Item 12a. Enter the total contractcostsincurredto data; if the
actual amount is not known, enter the best possible estimate.
If an estimateis used, enter {E) after the amount.

Item 12b. Enter the estimated cost to completatha contract.
The estimate may be the |ast estimate made, adjusiegfor costs
incurred since the last estimate; however, estimates shall be
made not less frequently than gvary six manths.

Items 14a through 14e. Include only progress payments on
subcontractswhich conformto progress payment provisions of
the prime contract.

Item 14a. Enter only progresspayments actually paid.

Item 14b. Enter total progress payments recouped from
subcentractors,

Item 14d. For Small Business prime contracts, include the
amaunt of unpaid subcontractprograss payment billings which
have been approved by the cantractorfor the current payment
in the ordinary course of business, For other contracts, enter
0" amount.

SECTION lll - SPECIFIC INSTRUCTIONS. This Sectionmust be
completed only if the contrector has received advance
payments against this contractor, or if items nave been
delivered,invoicedand acceptedas of the date indicatedin the
heading ot Sectian Il above. EXCEPTION: item 27 must be
tilled in by the ContractingOfiicer.

Item 20a. Of the costs reportedin ftam 11, compute and entar
only costs which are propetly allocable to itams delivered,
invoiced and acceptod to the applicable date. in order of
preference,these costs ara to be computed on the basis of ane
of the following: (a) The actual unit cost of items delivered,
giving proper considerationto the defermentof the starting load
costs or, (b} projected unit costs (based on experiencedcosts
plus the estimated cost to complete the contract), where the
contractormaintains eost data which will clearly establish tha
reliabilityof such estimates.

Item 20d, Enter amount from 14e.

Iteam 21a. Enter the total billing price, as adjusted, of itams
dediverad,accepledand invoicedto the applicabledate.

Item 23. Enter total progress payments liguidatedand those to
be liquidatedfrom billings submitted but not yet paid.

ftem 25. SeH-explanatary, INOTE: If the entry in this itemis a
negative amount, there has besn an overpayment which
requires adjustmant.)

Item 26. Self-explanatery,but if a lesser amount is requested,
enter the lesser amount.

SPECIAL INSTRUCTIONS FOR USE
ACQUISITION REGULATION {FAR)

UNDER FEDERAL

Item 20 and 208, Deleta the references to a{3)(i) of the
pregress payment clause.

Items 21 and 21e. Delete the refarences ta ai(3}(ii) of the
progress paymsent clause.

STANDARD FORM 1443 (10.82 BACK
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Figure 11. Loss Ratio Factor Analysis.

XYZ Company
Loss Ratio Factor Analysis
Section I:
Contract price §2,850,000
Not-to-Exceed Amounts on Unpriced Moedificztions

150,000
Fevized Contract Price 53000000
Section IT:
Total costs meowrred to date §2. 700,000
Estimated additional costs to complete G00,000
Total costs to complets 53600000

53000000 83.3%
Loss ratio factor- = §3.600.000
Totzl costs eligible for progress payments 2,700,000
Loss rano factor x83.3%
Fecopnized costs for progress payments 52249 100
Progress payment rate x30.0%
Alternate amount to be used 51,796 280
Section IT:
Factored costs of items delivered * § 730,000
Fecognized costs appliczble to undelivered items
(52,249,100 - §750,000) 51,499 100
#  This zmount shzll be the same 2s the contract price of the ttems delivered.

b. The 5F 1443 should not be adjusted for the loss ratio. Adjustments for the loss ratic
zre shown in the Loss Ratio Factor Anzlysis, which should be submitted with the SF
1443, In the Loss Batic Factor Analysis the 8F 1443 amounts are changed as follows:
{1) Lme 5 changes from 52,350,000 to 53,000,000

(2) Lme 11 changes from 52,700,000 to 52240 100

{3} Lme 13 will ke 51,799.230

(4) Lme 202 will be 5750.000

(5) Line 20b will be $1,492 100

16. Performance-Based Payments — General. Performance-based payments are a form of
Government financing for fixed-price contracts when the CO finds them practical and the
contractor agrees to their use. They are not payments for accepted items. Since performance-
based payments are contract financing payments, they are not subject to the interest-penalty
provisions for prompt payment. Payments are to be submitted in a form and manner acceptable
to the CO. The contractor may not submit requests for payment more frequently than monthly
(FAR 52.232-32(b)). Performance-based payments may be made on the basis of:

a. performance measured by objective, quantifiable methods;
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b. accomplishment of defined events; or

c. other quantifiable measures of results.

17. Processing Performance-Based Payments.

a. The CO responsible for administering the contract is responsible for the review and
approval of performance-based payments. Generally, the ACO is responsible for receiving,
approving, and transmitting the performance-based payment request to the appropriate payment
office. Each approval will specify the amount to be paid, the necessary contractual information,
and the appropriate account. The CO cannot approve a payment until the specified event or
performance criterion has been successfully accomplished.

b. The CO is responsible for determining what reviews are needed to protect the
Government’s interests. In determining the need for reviews, the CO will consider the
contractor’s experience, performance record, reliability, financial strength, and the adequacy of
contractor controls over performance-based payments. The CO can request both pre-payment
and post-payment reviews. The CO may reduce payment when the contractor fails to comply
with a material requirement of the contract, fails to progress on the contract, is in an
unsatisfactory financial condition, or is delinquent in payment of any subcontractor.

c. The contractor must maintain records and controls to adequately administer performance-
based payments. This includes furnishing reports, certificates, financial statements, and other
pertinent information requested by the CO to either administer the payment or to determine that
an event or other criterion has been successfully accomplished.

d. Auditors will provide assistance to COs as requested. Prepayment assistance may be
sought in negotiating and structuring the contract financing template, which addresses topics
such as a description of the event, the contract line items to which the event applies, a statement
as to whether the event is severable or cumulative, funding information, the event’s value, and
the estimated dates when the events are expected to occur. Post-payment reviews may include
verification of the accomplishment or incurred cost associated with the completion of a
performance-based event or criterion. For a detailed discussion of performance-based payments,
contractors should go to FAR 32.10 — Performance-Based Payments, and FAR 52.232-32 —
Performance-Based Payments.
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ENCLOSURE 6

INCURRED COST PROPOSALS

1. Introduction.

a. This chapter covers the submission of incurred cost proposals. These would include the
direct and various indirect fringe, overhead, and G&A rates incurred by the contractor during its
fiscal year. The incurred cost proposal includes the indirect cost pool and base costs used to
calculate indirect cost rates, a summary of costs incurred by contract by contract type, supporting
schedules, supplemental information and the Certificate of Final Indirect Costs.

b. Because of their size and the nature of their operations, some non-profit organizations are
treated similarly to commercial concerns. Consequently, these non-profit organizations operate
under the FAR cost principles applicable to commercial concerns rather than 2 CFR, Part 230
(Formerly OMB Circular A-122), Cost Principles for Non-Profit Organizations. While these
non-profit organizations use the FAR as their primary regulation for administration of contracts,
they also use applicable OMB Circulars as guidelines for administering federal financial
assistance (grants and agreements). A listing of non-profit organizations subject to the FAR Cost
Principles is contained in Attachment C to 2 CFR, Part 230 (Formerly OMB Circular A-122).
The nonprofit organizations listed in Attachment C should follow the examples in this manual, as
well as satisfying the audit and reporting requirements of OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations.

2. Contractor Proposal.

a. Contractors may have both DoD and non-DoD contracts. Audits of incurred costs
applicable to non-DoD Federal agencies are performed by DCAA on a reimbursable basis and
only upon request of the cognizant agency. Some agencies do not request audits from DCAA for
various reasons, including funding considerations and the materiality of small dollar contracts. It
is the contracting agency’s responsibility to audit contract costs or otherwise close the contracts.
DCAA is available to assist the contractor in coordinating with other agencies.

b. The Allowable Cost and Payment clause (FAR 52.216-7) requires that the contractor
submit an adequate final incurred cost proposal together with supporting data, within six months
after the end of its fiscal year. An illustration of a Model Incurred Cost Proposal is included in
section 6-801 of this manual. The receipt of an adequate proposal by the audit office starts the
audit process. This proposal should include a signed "Certificate of Indirect Costs" in
accordance with FAR 42.703-2. A copy of this certificate may be found at FAR 52.242-4. (See
Schedule N of the model incurred cost proposal under section 6-801.) An adequate proposal
should reduce the time required to perform the audit because numerous preliminary steps can be
performed before the auditor arrives at the contractor location. Prior to submitting your incurred
cost proposal to DCAA, you should perform a self assessment of the adequacy of your proposal
using the Guide for Determining Adequacy of Contractor Incurred Cost Proposal
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(http://www.dcaa.mil/Guide for Determining Adequacy of Contractor Incurred Cost Propos
al.pdf).

c. Failure to comply with FAR 52.216-7 the Allowable Cost and Payment clause
requirement to provide an adequate proposal will result in a DCAA recommendation for the CO
to make a unilateral determination on the contractor’s final indirect cost rates or contract costs.
The DCAA auditor will send several reminder letters to the contractor, but when the submission
becomes six months overdue (one year after the end of the fiscal year) and no extension has been
granted by the ACO, the auditor will provide the CO with unilateral rate recommendations. The
unilateral recommendation will be based on either a decrement factor applied to indirect rates
using relevant contractor historical data or a company-wide decrement factor based on
questioned costs at high risk contractors applied to total contract costs, if no relevant historical
data exists. Relevant historical data exists when all of the following criteria are met:

(1) The prior fiscal year has been audited.
(2) All contractor proposals received have been audited and settled.

(3) The indirect cost pool and base data for the overdue fiscal year is readily available in
the contractor’s books and records.

(4) There have been no significant changes in the contractor’s business base between the
last audited fiscal year and the overdue fiscal year.

(5) There has been no significant reorganization of the contractor between the last
audited fiscal year and the overdue fiscal year.

(6) There have been no changes in the indirect cost rate structure between the last
audited fiscal year and the overdue fiscal year.

d. The recommendation will apply to active contracts, as well as physically complete
contracts for the overdue fiscal year. FAR 42.703-2(c)(1) and FAR 42.705(c)(1) provide the CO
with the authority to unilaterally establish indirect cost rates or total contract costs.

3. Penalties for Mischarqging.

a. The manipulation of charges to a contract may be subject to criminal penalties under
18U.S.C. 1001, which reads as follows:

“Whoever, in any matter within the jurisdiction of the executive,
legislative, or judicial branch of the Government of the United
States knowingly and willfully (1) falsifies, conceals or covers up
by any trick, scheme, or device a material fact; (2) makes any
materially false, fictitious or fraudulent statement or
representation; or (3) makes or uses any false writing or document
knowing the same to contain any materially false, fictitious or

67 ENCLOSURE 6


http://www.dcaa.mil/Guide_for_Determining_Adequacy_of_Contractor_Incurred_Cost_Proposal.pdf
http://www.dcaa.mil/Guide_for_Determining_Adequacy_of_Contractor_Incurred_Cost_Proposal.pdf

DCAAM 7641.90

fraudulent statement or entry; shall be fined under this title or
imprisoned not more than five years, or both.”

b. Penalties may be assessed against contractors who include expressly unallowable costs or
costs previously determined to be unallowable for that contractor in a final indirect cost rate
proposal pursuant to 10 U.S.C. 2324 (a) through (d) and 41 U.S.C. 256 (a) through (d).
Implementing guidance for these statutes is provided in FAR 42.709 and was effective for all
contracts on October 1, 1995.

4. Audit Evaluation.

a. After receipt of an adequate proposal, the auditor will contact the contractor’s
representative and set up an entrance conference. If the proposal is inadequate (e.g., missing the
information listed in 6-801), the auditor will notify the contractor and CO in writing of the
deficiency as required by FAR 42.705-1(b)(iii)(A). Absent a mutually agreeable arrangement,
the audit will likely be delayed pending receipt of the necessary documents.

b. The audit will include an evaluation of both direct and indirect costs. The audit objective
is to examine contractor cost representations identified in the incurred cost proposal to determine
whether such costs are: reasonable, allowable and allocable to the contract(s), in accordance
with Generally Accepted Accounting Principles (GAAP) and CAS, and not prohibited by the
contract, Government statute, or regulation (FAR part 31). The auditor may have performed
certain analyses and tests of the books and records and internal controls during the fiscal year the
costs were actually being incurred. Real-time testing supplements the audit work performed
after receipt of the proposal. During the course of the audit of the incurred cost proposal, the
auditor will discuss audit findings with the contractor as they arise. The contractor is expected to
provide feedback on these findings on a timely basis. Continued coordination between the
contractor and the auditor will ensure the timely resolution of audit findings and facilitate an
efficient and effective audit process.

c. The criteria for the allowability of costs on government contracts is discussed in FAR
31.201-2. In accordance with FAR 31.201-2 (d) “A contractor is responsible for accounting for
... maintaining records, including supporting documentation, adequate to demonstrate that costs
claimed have been incurred, are allocable to the contract, and comply with applicable cost
principles in this subpart and agency supplements.

d. After completing the audit, the auditor will provide the contractor with the results of the
audit in writing and seek the contractor’s agreement. Since significant audit findings have been
discussed during the audit process, this exit conference should merely be a summary of issues
and resolutions. The contractor will be given the opportunity to respond to the audit findings and
any contractor comments will be included in the final report.

e. FAR 42.705 discusses the conditions that determine whether the final indirect cost rates
will be negotiated or audit determined. If the rates are auditor determined, once agreement is
reached on the indirect rates, the contractor will be asked to sign an audit-furnished indirect rate
agreement. A Cumulative Allowable Cost Worksheet (CACWS) will be included as an
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attachment to the rate agreement letter. Signing the rate agreement letter also indicates
concurrence with cumulative costs and other information (e.g., contract limitations) shown on
the attachment and that the data on the CACWS will be used to close out contracts (see Section
6-802). If agreement with the contractor is not reached, DCAA will forward its audit report to
the cognizant CO who will then resolve the disagreement. The auditor will also issue a DCAA
Form 1 to recover any reimbursement of unallowable costs that has occurred. The contractor
may appeal the Form 1 disallowance to the CO or file a claim under the contract “Disputes”
clause (FAR 52.233-1). If rates are to be negotiated by theCO, the audit report and contractor
comments will be forwarded to the CO for action.

5. Contract Costs.

a. Costs must be accumulated by contract in the same level used for billing costs (e.g. by
delivery order, etc.) in order to determine their allowability per Government regulations. All
costs (both direct and indirect) of producing goods or providing services should be identified to a
final cost objective. FAR 31.001 defines a final cost objective as a cost objective that has
allocated to it both direct and indirect costs and, in the contractor’s accumulation system, is one
of the final accumulation points. Generally, a final cost objective is a contract. Accordingly,
costs of a contract are comprised of direct costs and the contract’s allocable share of indirect
Costs.

b. A major part of accounting for costs by contract is the classification of costs as either
direct costs or indirect costs.

6. Direct Costs.
a. FAR 2.101 defines direct costs as “any cost that can be identified specifically with a
particular final cost objective” (i.e., cost incurred for a specific contract). FAR 31.202 also

supplements this broad definition with the following:

(1) Costs identified specifically with a contract are direct costs of the contract and are to
be charged directly to the contract.

(2) All costs specifically identified with other final cost objectives of the contractor are
direct costs of those cost objectives.

(3) No final cost objectives shall have allocated to it as a direct cost any cost, if other
costs incurred for the same purpose in like circumstances have been included in any indirect cost
pool to be allocated to that or any other final cost objective.

b. Contractors should make every effort to identify all costs that are direct, and by default,
what remains is indirect.

7. Responsibility of Prime Contractors Over Subcontracts.
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a. Prime contractor should obtain consent to subcontract from the CO and notify the CO
reasonably in advance of placing any subcontract or modification thereof for which consent is
required in accordance with FAR 44.201.

b. The responsibility of the prime contractor for managing its subcontracts is stated in FAR
42.202(e)(2). The prime contractor is primarily responsible for subcontract award, technical and
financial performance monitoring, ensuring that indirect rate proposals and annual rate
adjustments are submitted on a timely basis, and payment to the subcontractor for the work
accomplished under subcontract terms. To accomplish this responsibility, the prime contractor
should have adequate internal controls to identify and notify the Government of auditable type
subcontracts and intracompany orders under auditable type Government contracts to assure that
subcontract/intracompany costs are allowable, allocable, and reasonable.

c. The prime contractor's internal control system over subcontracts and intracompany orders
should also provide for including appropriate flow down clauses into the
subcontract/intracompany order, such as clauses that:

(1) provide either the Government or the contractor access to the
subcontractor's/intracompany books and records for the purposes of performing the annual
incurred cost audit,

(2) require that billings include only allowable costs pursuant to FAR 52.216-7, and

(3) require the subcontractor/intracompany entity to submit annual incurred cost
proposals pursuant to FAR 42.7.

8. Indirect Costs.

a. FAR 2.101 defines an indirect cost as “any cost not directly identified with a single, final
cost objective, but identified with two or more final cost objectives or an intermediate cost
objective. It is not subject to treatment as a direct cost.” Further, an indirect cost shall not be
allocated to a final cost objective if other costs incurred for the same purpose in like
circumstances have been included as a direct cost of that or any other final cost objective.

b. Because of their nature, indirect costs cannot be charged to final cost objectives on an
individual basis. Therefore, indirect costs must be classified and grouped together into indirect
cost pools, typically either an overhead cost pool or the G&A cost pool. The pools in turn are
allocated to final cost objectives in reasonable proportion to the beneficial or causal relationship
of the pooled costs to the cost objectives.

c. FAR 31.203 (e) states: “The method of allocating indirect costs may require revision
when there is a significant change in the nature of the business, the extent of subcontracting,
fixed-asset improvement programs, inventories, the volume of sales and production,
manufacturing processes, the contractor’s products or other relevant circumstances.” Contractors
must continually evaluate their allocation pools and bases to determine if change is required.
Contractors must notify the CO and the cognizant DCAA auditor of planned changes prior to
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implementation. Contractors should consider pursuing an advance agreement with the CO when
changing allocation methods.

9. Overhead Costs.

a. Costs incurred for, or that only benefit, an identifiable unit or activity of the contractor
internal organization, such as an engineering or manufacturing department, are considered
overhead costs. It is common to have separate overhead pools for engineering, manufacturing,
material handling, and for certain off-site activities. A very small contractor could have only one
overhead pool.

b. Examples of overhead pool costs are:
(1) Department supervision
(2) Depreciation of department buildings and equipment
(3) Training of department employees
(4) Fringe benefits of department employees

c. Overhead rates are developed by dividing the overhead pool costs by the selected
allocation base (e.g., direct labor dollars or direct labor hours).

d. To “allocate” means to distribute overhead pool costs to contracts. In order to distribute
overhead pool costs, the contractor must select an allocation base. There must be a beneficial or
causal relationship between the selected allocation base and the pool of costs to be allocated to
contracts. For example, an engineering overhead pool would logically be allocated over total
engineering direct labor dollars or engineering direct labor hours. Additional information
regarding the allocation of indirect costs to contracts can be found at FAR 31.203, Indirect costs.

10. G&A Expenses.

a. G&A expenses represent the cost of activities that are necessary to the overall operation of
the business as a whole, but for which a direct relationship to any particular cost objective cannot
be shown. G&A includes the top management functions for executive control and direction over
all personnel, departments, facilities, and activities of the contractor. Typically, it includes
human resources, accounting, finance, public relations, contract administration, legal, and an
expense allocation from the corporate home office.

b. The G&A rate is developed by dividing total general and administrative expenses by the
selected allocation base, e.g., total cost input (i.e., total direct and indirect costs, except G&A),
value added cost input (i.e., total cost input except G&A, material and subcontract costs), or
single element cost input (e.g., direct labor dollars, direct labor hours, direct materials costs).

11. Facilities Capital Cost of Money (FAR 31.205-10).
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a. Facilities Capital Cost of Money (cost of capital committed to facilities) is an imputed
cost determined by applying a cost of money rate to facilities capital employed in contract
performance. It is allowable whether or not the contract is otherwise subject to CAS (reference
48 CFR Chapter 99) if:

(1) the contractor’s capital investment is measured, assigned, and allocated to contracts
in accordance with CAS 414 or measured and added to the cost of capital assets under
construction in accordance with CAS 417. If the contract is not subject to CAS, FAR 31.205-10
requires COM to be calculated in accordance with CAS 414 and 417.

(2) the contractor maintains adequate records to demonstrate compliance with this
standard;

(3) the estimated facilities capital cost of money was specifically identified or proposed
in cost proposals relating to the contract under which this cost is to be claimed; and

(4) the requirements of FAR 31.205-52, which limit the allowability of facilities capital
cost of money, are observed.

b. The facilities capital cost of money need not be entered on the contractor’s books of
account. However, the contractor shall make a memorandum entry of the cost and maintain, in a
manner that permits audit and verification, all relevant schedules, cost data, and other data
necessary to fully support the memorandum entry. An example of a facilities capital cost of
money submission can be found in Section 6-801 (Schedule F).

c. There is no requirement for a contractor to propose facilities capital cost of money in
pricing and performing a contract. If it chooses not to propose this cost during contract pricing,
then the contractor waives any right to claim it during contract performance. (See FAR 15.408(1)
and FAR 52.215-17 for more information.)

12. Model Incurred Cost Proposal.

a. This section of the manual presents DCAA’s Model Incurred Cost Proposal (Figure 12) to
assist a contractor in meeting its requirement for submitting an adequate final indirect cost rate
proposals as required by FAR 52.216-7(d). The model includes example schedules on the
following pages. These example schedules present the minimum information needed to begin an
audit. If a contractor generates internal formal reports that identify the needed information, these
internal reports can be submitted in lieu of the example schedules. However, the basic data
contained in the schedules is required to complete the audit in a timely manner. The use of
internal reports as a substitute for the example schedule formats shown should first be discussed
with the contractor’s cognizant DCAA field audit office.

b. An adequate indirect cost rate proposal shall include all data required by FAR 52.216-7(d)

unless otherwise specified by the cognizant Federal agency official. The required content of the
proposal and the supporting data will vary depending upon the size of the firm, complexity of the
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accounting system, and type of business. Specific requirements should be coordinated with the
cognizant DCAA field audit office and ACO.

c. This model incurred cost proposal illustrates an occupancy rate, a single final overhead
rate, and a G&A rate. Some operations may have additional rates, such as: fringe benefits rate,
engineering overhead rate, manufacturing overhead rate, off-site rate, etc. A separate schedule
should be prepared for each final or intermediate indirect expense pool. If expenses are available
by department (e.g., President’s Office, Marketing Department for G&A; Fabrication,
Assembly/Test for overhead), a breakout by expense for each department should also be
provided.

d. DCAA prefers that contractors include an index, similar to that used in the model incurred
cost proposal, for each year submitted. If certain schedules are not applicable, the contractor
should make a note on the index. At the time of submission of incurred cost proposal the
contractor should provide their General Ledger detail and copies of quarterly 941°s to facilitate
review of submission and audit.

e. In addition to the data presented in the schedules, there is additional information that the
auditor typically needs to facilitate timely completion of the audit in accordance with generally
accepted government auditing standards. A list of this information is presented on the page
entitled "Supplemental Model Incurred Cost Proposal Information.” Having this information
available at or prior to the entrance conference will make the audit process as efficient as
possible.

f. The company name and fiscal period should be included on all schedules submitted.

g. Contractors are encouraged to submit their proposals in electronic format. The Incurred
Cost Electronically (ICE) Model, available from the DCAA web site (http://dcaa-
stg.dtic.mil/ice_model.html), provides contractors with a standard electronic user-friendly
incurred cost submission package that will assist them in preparing adequate incurred cost
proposals in accordance with FAR 52.216-7(d). Downloading and execution instructions are
provided on the web site. The ICE Model is updated periodically, so contractors electing to use
it should check the web site periodically for changes. While the ICE model is intended to aid the
contractor in providing an adequate submission, its use does not guarantee that the submission
will be judged adequate. Contractors should discuss the ICE model and its requirements with
their local DCAA Office before preparing the proposal.

13. Cumulative Allowable Cost Worksheet (CACWS).

a. Inaccordance with FAR 52.216-7(d)(2)(v), the contractor shall update the billings on all
contracts to reflect the final settled rates (see 5-301), and update the schedule of cumulative
direct and indirect costs claimed and billed, as required in paragraph (d)(2)(iii)(l), within sixty
days after settlement of final indirect cost rates. This schedule will be used by the contractor as a
basis for updating the CACWS.
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b. The Cumulative Allowable Cost Worksheet (CACWS) is a summary schedule of
cumulative allowable contractor costs for each open flexibly priced contract through the last
contractor fiscal year for which indirect cost rates have been settled. The CACWS also notes
which contracts are physically complete and other key information needed for closing contracts.
The worksheet should contain sufficient detail so that the ACO can use it to close contracts in
lieu of individual evaluation of the final voucher. An electronic CACWS or comparable
summary report should be prepared by the contractor. The contractor is encouraged to submit a
CACWS with its indirect cost rate proposal using claimed rates, which will be updated after
settlement of rates, or agree to provide a CACWS within 60 days of rate agreement, because of
the benefits and efficiencies gained in closing contracts timely. The ACO, in coordination with
DCAA, may determine that an evaluation is not required on a final voucher because the
allowable costs were already audited and included on the CACWS.
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Figure 12. Model Incurred Cost Proposal.

MODEL INCURRED COST PROPOSAL FISCAL YEAR ENDED 3/31/2009

Schedule A Summary of all Claimed Indirect Expense Rates

Schedule B General and Administrative (G&A) Expenses (Final Indirect Cost Pool)

Schedule C Overhead Expenses (Final Indirect Cost Pool)

Schedule D Occupancy Expenses (Intermediate Indirect Cost Pool)

Schedule E Claimed Allocation Bases by element of cost used to distribute indirect
costs.

Schedule F Facilities Capital Cost of Money Factors Computation

Schedule G Reconciliation of Books of Account and Claimed Direct Costs by major
cost element

Schedule H Schedule of Direct Costs by Contract/Subcontract and Indirect Expense
Applied At Claimed Rates, as well as a subsidiary schedule of
Government participation percentage in each of the allocation base
amounts

Schedule | Schedule of Cumulative Direct and Indirect Costs Claimed and Billed by
Contract and Subcontract

Schedule J Subcontract Information

Schedule K Summary of each time-and-materials and labor-hours contract, including
labor categories, labor rates, hours, costs and indirect expenses applied at
claimed rates.

Schedule L Reconciliation of Total Payroll per IRS Form 941 to Total Labor costs
Distribution

Schedule M Listing of Decisions/Agreements/Approvals and Description of
Accounting/Organizational Changes

Schedule N Certificate of Final Indirect Costs

Schedule O Contract Closing Information for Contracts Completed in this Fiscal

Year (include contract number, period of performance, contract ceiling
amounts, contract fee computations, level of effort, and indicate if the
contract is ready to close).
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Figure 12. Model Incurred Cost Proposal, continued.

SUPPLEMENTAL INCURRED COST PROPOSAL INFORMATION

Comparative analysis of indirect expense pools detailed by account with prior fiscal
year and budgetary data

General organization and executive compensation information (see attached form)

Identification of prime contracts under which the contractor performs as a
subcontractor.

Description of accounting system

Procedures for identifying and excluding unallowable costs from the costs claimed and
billed.

Certified financial statements and other financial data.

Management letter from outside Certified Public Accountants (CPA)s concerning any
internal control weaknesses.

Actions that have been and/or will be implemented to correct the weaknesses described
in the management letter

List of all internal audit reports issued since the last disclosure of internal audit reports
to the Government.

Annual internal audit plan of scheduled audits to be performed in the fiscal year when
the final indirect cost rate submission is made.

Federal and State income tax returns.

Securities and Exchange Commission 10-K annual report.

Minutes from board of directors meetings.

Listing of delay claims and termination claims submitted which contain costs relating
to the subject fiscal year.

Contract briefings, which generally include a synopsis of all pertinent contract
provisions, such as: Contract type, contract amount, product or service(s) to be
provided, contract performance period, rate ceilings, advance approval requirements,
pre-contract cost allowability limitations, and billing limitations.
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Figure 12. Model Incurred Cost Proposal, continued.

HTZCORPORATION
AMNYWHERE, TS A

SCHEDUILE A

SURDAARTY OF ALL CLATWVED INDIREECT EXPENSE B ATES
FISCAT YEAR ENDED 3/31/2000

Descnption

General and Admdinistrative:
Pool

Bazs
Claimed G& A Bat=

Orerhead:
Pool
Baze
Claimed O/H Eat=

Occupanc v Ex pense (Intermediate):
Poal
Basze (Sguare Footags)
Claimed Eate (per Sq. Ft)

Cost of honey Owverhead:
COMAFer period
Allocation Basze

CO/YH OOM Factor

Cost of MMoney GRA
COMAFer period
Allocation Basze
GEe A CObI Factor

77

Aumount Reference
5271022 Schadnle B
53,151,320 Schedul= E
8.60%:
53100610 Schedule C
5656824 Schedul= E

T 74%

5178,083 Schedule T
134092 Schedule T
39 63

510235 Schednle F
= T
001558
52,101 Schedule F
53151 320
0U0GT
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Figure 12. Model Incurred Cost Proposal, continued.

S HEDULES |
ANYWHERE USa
GENERAL AND ADMINISTRATIVE (G & A) EXPENSES
FISCAL YEARENDED 3312009
ACCT ACCT “DEPI- A DIFTE | DEPI.C | EXPINSES | ADJOST- | CLATHMED
NGO DESCRIPTION MARKETING | CONTROLLER | PRESIDENT PERCL MENTS COSTS  [NOTES
[TEOOI0T | Salszoe: ssd I N T A0 | &2 302 W7 | 5 b O ¢ )]
Wazes
K2t = T T =
EOOIUT | Ao Faet 381 T35 3I38T
[EO0I08 | Travel 3855 108X T8 TISET | (L% | 11L& | (O
[TSO0I0Y | Eosermsnment B 1% T3 L) =1 )
[TEOUI08 | Advermig 5.2 3 [9i 23] | &
Bromosion
SO0I0T | Bad Debe TUIS TOIE [£X )1 9) o )
[TSOUIUS | Permdnas P 3 >3 oS TSs (K55 EE S5
[TENITE | Coovesoms T T8 -3 I -3 1)) ) 3
Seminacs
[TEO0IT0 | Imeress Expense T.001 T001 [ K2 ) = )
EADER:C-T (344 ’ 15 1321 pE>} |
EXA2PEREET T0a" 150 T SB13 b 3§ P
[TEOTIS | Sk Leave il % g i T
[TSOUTIS | Dersomal Absasce i 5% L 391 TO8X 108X
[TSOUIIY | Emplover TICA T.08% 1.5 1350 p% 3 53 EX 3 B
[TSOUIIE | TOT b2 | [ ™ TES pE &3
[T&OITT | SCT pas) = 25 B2 oI
[TSOOTIY | Workers prr e oF b3 5 0y
Compecsason
[TEUTTS | Hears lecwaccs P T =y L) T
[FOUIT0 | Ld= Iesocancs R 30 T 08T T.OET
[ SOUIIT | Dectios Pias T T TIIT T 85T TIIIX [§ 5.3 5%) WS O
[ SOUIIT | Mocelasecns 2 P55 (2] 355 &S
Sotaoml 55 - R ] -3 W1 31028 | SiEaty RS
Ccoopancy bR [ ] TS 135,131 150351 | Scbed
Allocasos D
Sobeona] e psw ey ——— SO OSEZET T ORI
TRED BED
TRZD Martl, Travel ULws V. 2% I e
TRED Labor 4.3 131857
W—; = TS [k ] 11108 [£5]
cavel ODCs 5. 45% X3 4]
B2cP Labos [ B y3] (278
BaP Cherbead i e 3 €y % S [£3)
‘ e | S | e
Grand Tosai

(1) ExzcutiveCompansation claimad {5 1253 than limitations establishad per FAR 31 205-6§ and DFARS 231 205-6
2y Expenze of Prazident, Vice President, and wives on 2 parsonal trip not claimad

{3) Unallowablz cost per FAR 31 205-14

(4) Unallowzblecost per FAR 31205 1

{5) Unallowablz cost per FAR 31 205-3

(6) Unallowable cost per FAR 31 205-20

({73 Emplover contributions 10 pension plan in excess of that approvad and considerad allowable by the ACO

(8 Adjustments raflact the diffarence batwaen the G/L overhaad rate2 0f 82 75% and the claimad rate of 77 74%

NOTE:

Although IR&D and B&P are technically not G&A expenses, they are normally allocated
using the same cost input base as used for G&A. The termm G&A used in this model
includes IR&D and B&P. In the event that the base used to allocate IR&D and B&P is
different than the base used to allocate G&A, a separate schedule for IR&D and B&P
would be required.
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Figure 12. Model Incurred Cost Proposal, continued.

XTZ CORPORATION
ANYTWHEERE, UUSA
SCHEDULE C
OVERHEAD EXPEMNSES
FISCAL YEAR EMDED 3/31/2009
ACCT ACCT FAERI- ASSEMELY. L ERFENSE ADILET- CLATMED
L DESCRIFTION CATION TEST EXNG 5 FER &L MEXTS COSTS WOTES
TOD 101 Salari=z and T13,BEB5 $13.224 55,051 333,060 333,00
Wazes
TOD123 Postaza & 1,818 2,404 1,122 6,235 5,235
Handling
TO0124 Office Suppliss 21714 1 5B4 1163 & 461 & 461
T 125 Small 348L 351 158 B7E BT
Eguipment
TOD 126 Temp. Halp 763 7 327 1,816 1.E16
D127 Orthver Onatzida 12,718 12112 3451 30,281 30,281
Servicas
TOD12E F.alocation 311 488 112 1,216 {77 43 {1
TO012D Buzinzzs Mlsals 1,135 1,DEL 486 2 T2 N
R ED] Talaphons 12152 18221 B 120 2 43
TOD131 Talacopiar 1,022 o774 438 4 2
TO132 Eguwipmeant 11,403 10, B0 4 BRT 1] 27
Foemtsl
700133 Facroitment 120 114 51 2B5 21B5
TOD134 Drezaz B lambarzh 587 545 B 2,112 {5000 1,612 {2
ips
TOD135 Tmzuramcs 310 123 133 T3E T3E
TOD136 Dhepgeciation 1,186 1,130 508 21,824 2 B24
Amodtization
TOD13T Fapairs & T 7. 303 1,681 1,681
IIzintemamoa
TOO111 Holiday B.476 B O7T2 3,833 20,181 20,181
TOD112 Wacation 10, 6B5 10,176 4 570 215,440 23 440
TOD113 Sick Laava & 014 5, TXT 2577 14.51E 14,318
e ER] Severance Pay 13,8146 12 258 5,835 32,41% {23,023) o508 EN]
TOD115 Emplovar FIC A B o445 4,250 13,4612 213,612
TOD11E FLI F0B 484 218 1,210 1,210
TOD11T 5UI 2,441 2325 1,046 5,812 5,812
TOD11E Wotdmen's 1,381 1,324 308 3,511 3,511
Compamzation
TOD11E Haslth 13,061 12,432 5,587 31,087 31,087
Imsteramos
T 120 Lif=2 Insurancs 2870 2,733 1,230 6 B33 & B33
TOD121 Panzion Plan 24 484 213 528 10 428 SB.320 B, 8612 42 TLE {42
122 Mlizcallanepus 257 243 110 12 G132
Subtotal 3162 010 | %155,135 70545 | 33BE 300 | 352,817 | 355,678
Oroouparcy B0 565 46 428 27041 154 832 154 932 | Bchad
Allecation D
Crand Total ] = E'I."‘\.] -L.-a.] E{:-E EE.-; AT =TT Ef"i'l -::.]'u:l = E
Notes Fxplaining Ad jus ety
{13 Moving sxpanzasz in excass of thosa sllowsd by FAF 31.205-35.
{2) Memborzhip fea: and tenmds duss for one individueal-not allowabls per FAF. 31.205-14.
{3) Boverancs pay in sooess of allowsbls costs par FAF. 31.203-8.
{4) Emplover contributions to pension plan in excass of theat appooved and considersd allowabla by the ACO.
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Figure 12. Model Incurred Cost Proposal, continued.

RYZCOPRPOPATION SCHEDULED
ANYWHERE, USA
OCCUPANCY EXPENSES
{IOTE 1)
FISCAL ¥YEAF ENDED 3/31.2002
ACCT CLAINED
0. ACCT DESCFIPTION EXPENEEEL PEF. GL | ADJUSRTARIENTS COETS
200101 | Salarias & Wames 23,280 5~ 25 280
200130 | F.zal Extate Fant 122 858 122 858
2300135 | Insursncs 2048 2048
200140 | Propsrty Taxes 1,761 1,761
300141 | Permit & Liconsss EL EL
200138 | Depreciation’ Amortization 23,417 25417
2300137 | Pepairs & hsintsneamcs 1.681 - 1.681
CGFAND TOTAL 208 i Ll
AT TOCATION OF EXPENSES BASED O SQUARE FEET UTILIFED {3M0TE 1)
Expanzs
5g. Footaza % of Totsl Allpcation
G A Departments:
hlarkating wr PR 35,003
Controller 51 3.52 5, 268
Dyzzidant's Offica 1,215 .61 11, 7EE
Mapufacnerine Departmeonts:
Fabrication 3365 432 0565
Azzsmbly Tast 4 811 26.07 46426
hlanofactering Enginssring 2002 15 88 27.841
TOTAL JRIEL) L0000 alllll
Explanatory Notes:
{1} This example would be applicable to any mtermediate pool that is allocated to other final
pools.
(2) tmay benecessary to modify the square feet allocation base if the resultmg allocation 13
notequitzble. For example, the cost per square foot for executive offices or clean rooms
may be greater than for warehouse space.
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YT SCHEDULEE
CORPOEA
TIOM
ANYTWHERE, USA
CLAINMED ALLOCATION BASES BY ELEMENT OF COST
FISCAL YEAR EMDED 3/31/2009
CENEFRAL CLATWED
DESCEIPTION LEDCER ADJUSTMENTS CO5TS NOTES
Crverhead Dasa: Sched. H
Contract Labor 633012 - 633012
TFED Labor T4 ZE7T T4 ZE7T 1)
E&F Labor b.323 _ b.323 [N
Total Labor 2600 5.4 2= 2600 5.4

Orhvarhead Basa: Straight timediract Iabor do
[E&D/B&P projects.®

5 of all contracts and projects including Iabor costs of

NOTE 1: Describe in detail the coszt elements in the allocation bases that gre ysed to distribute

indirect costs,

L&A Base:
Contract direct costs ached. H
Labor 3633 012
Travel 34,263
IIatarial 242 981
ODCs T7I 10>
Subcontracts 344,541
Total Direct Costs B2 02T M2
Crrerhead 5343 327 | Gehad. T, (2
Lass: [RED/BER
transfermdio G A:
TE&D Orverhead (T (11,825 | Gchad. B, (3]
/L Bate 0f B2.75%
B&F Chverhead @ (/.EEZ sched. B, {3)
/L. Fate of B2.75%%
Total Cost Input 2001 30 4]

L&A Base: lotal cost input [axcludas |

L, B&F, and Cost of Money).

*NDTE: Describe in detail the cost elements in the allocation bases that are used to distribute

indirect costs.

Explanatory Notes:

(1) The IE.&D and B&F labor is ncluded in the overhead base in order to allocate a
proportionate share of overhead to the labor as required by FAF. 31 203-18.

(2} The claimed G&A base must include both the Schedule C claimed overhead
(3510,610) plus overhead costs mcwred but not claimed (332,912

(3) Crverhead onthe IE&D/B&Plabor at the General Ledger rate of 82.73% 1z added to
the G&A pool (Schedule B) and deducted from the G&A base.

(4) In surmmary, the total cost input basze consists of contract direct costs plus overhead

(claimed and undammed)less overhead on IR&D/B&P transfared to the G&A pool. The

base doesnot include IE&DVE&P direct labor or other IR &D/B&FP direct costs which are

usually recovered through the G&A pool.
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XYZ CORPORATION FACILITIES CAPITAL SCHEDULE F
ANYWHERE, USA COST OF MONEY FACTORS COMPUTATION
FISCAL YEAR ENDED 3/31709
Period Rate Months COM
Apr-June 08 4.75 3/12 1188
Jul - Dec 08 5.125 6/ F 2563
Jan-Mar 09 5.625 3/12 1406
5.156
CONTRACTOR: XYZ CORPORATION ADDRESS: ANYWHERE, USA
BUSINESS UNIT:
1 Applicable Costo| 2.Accumulation 3. Allocation of 4.TotalNet |5.COM for Cost| 6. Allocation 7. Facilities
COST ACCOUNTING PERIOD: Money Rate 5.156%| & Distribution of Undistributed Book Value Accounting Base For Capital COM
NBV Period Period Factors
Recorded 69,761 | (Basis Of Allocatio|(Column 2+3) |(Column ¥4) In units (Column 5/6)
Business Leased Property 162,290 of measure
Unit Corporate/Group
Facilities Total 232,051
Capital Undistributed 193,290
Distributed 38,761
A 4
Overhead 30,345 168,162 198,507 10,235 656,824 0.01558
LESS: COM on IR&D/B&P Labor: - (37]) 23,812 0.01558
Overhead Pools - - -
G&A 8416 25,128 33,544 1730 -
5&A Expense Pool ADD:COM onIR&D/B&P Labor - 371
Subtotal: - 2,101 3,151,320 0.00067
TOTAL 38,761 193,290 232,051 1,964 [

Note 1 Allocation Bases

(Refer to Schedule E for details)

Overhead COM: Straight time direct labor dollars of all contracts and projects including labor costs of IR&D/B&P projects.
G&A COM: Total cost input (excluding G&A,B&P,and Cost of Money

NOTE: The interest rates to be used are those determined by the Secretary of the Treasury under P ublic Law 92-41, 85 Statute 97.
This rate is published semiannually in the Federal Register. Your Proposal should use the applicable actual Treasury Rates in effect during your fiscal year.
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Figure 12. Model Incurred Cost Proposal, continued.

XYZ CORPORATION SCHEDULE G
ANYWHEERE USA
EECOMCILIATION OF BOOKS OF ACCOUNT
AND CLAIMED DIRECT COSTS BY MATOR COST ELEMENT
FISCAL YEAR 3/31/2009

AMOUNTS AMOUNT

DESCRIPTION PERG/L ADJUSTMENTS CLAIMED NOTES
*Direct Costs:

Direct Labor 5636,824 5- 5636,824

Trawvel 35,173 (1687 33,486 (1)

Material 243,192 243,192

ODCs 187,493 (3.18%) 184,310 (2

Subcontracts 044 841 - 044 841
Total Direct Costs 266752 4,270 266265

(Sched. H)

*Includes IE&D/B&P divect costs.

Notes Explaining Adjustments:

(13 Travel — Costs of first class airfare in excess of coach on contract NO0039-035-C-0873 that are
unallowable per FAR 31 20346,
(27 ODCs — Overtime premitm not allowable by tenms of contract N00039-05-C-0873.
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XVZI CORPORATICN
ANYWHERE, U3A
SCHEDULE GF DIRECT CCO&ETS BY CONTRACT SUBDONTRACT SCHEDULE H
AND INDIRECT EXFENEE APPLIED AT CLAIMED RATES
FISCAL YEARENDED 3312009
COST OF MONEY
(NCOTE
KB TOTAL DIRECT 4 GEA
ORDER SUBCONTRACT DIRECT SUBCCOHTRACTE DIRECT (WOTEHOHE COETE bie] TOTAL CHE GEA D TOTAL GRAND
KO CONTRACT KO Ko LABOR TRAVEL  MATERIAL [eire ] INTERCCOMPANTY DDETS TT.74% PLOSOH 600 OO3TS 001338 000067 DOM TOTAL
(Weode 5)
Comt Twpe (Hose 3)
1301 NEEe-05-C-08T2 -
Claimed 811113 8115088 4,931 40,314 314 310424
Not Clasmed {node 1) a 419 3 319%
113 NONM0-02-C-0874 iz 15341 11,739 4017 il 51,141
114 Sohbcomtract Chack Inc. 7 2, T.3EE 17,16 5978 1045 (Hode 1)
Toml Com Trpe: 87541 3113067 3110141 3440173 B114.646 83451 7,713 8349
Crber Flaxfbly Priced (Mode 3)
1X RO0060-05-C-0913 116312 £931 35,613 88,732 47132 163,457 IT0,TH 453,083 519511 382 £13.468
Time & Materiak
1201 Rooii-06-0-0111
Tazz Crder Na 1 3300 38 L0 .14 410 919 11731 £3 T 0 11,511
Tazk Order Na 1 1E8I 411 00 3,502 L0 sl 5562 43 4 42 5612
FEETTT-07-0-
1303 o1z
Tazhk Order Na 1 a1l 171 T30 e &0 4 609 45 4 42 E560
‘Varioss Finm Froed Price e Ele 16,74 11914 47318 I5L113 T8 3871 30935 390,648 1554 41 1,733 39T 443
Varioos Commercial Woek 11478 660,297 30911 I96,650 117,738 1611389 138580 1] a 1] 1,745,980
TOTAL DORTRACT COSTS 134,563 $i41981  S17LIOS 544,341 S49LI4 3109606  1I6EIE6 17138 2533 85143 23,396,057
RE&ED 3366 £116 9 152 140011 1107
EED 4 15 6156 15,010 TSI
TOTALIR&EDE &P E13.511 2510 gI11 £15338 0 8400021 £15.511
GRAND TOTAL TE56,5D: £35,172 TE4I182 E1ET4EC 044,541 1667513 £310,513
(Sched H- (Bobed A w
1} somndiog)

Explacatory Nodss

I} Dénec comts oot cladmed as exghiined 3o Schedale &
1) Cost of momey &5 ootapphcable 1o dhis sehoomnact by terms of e soboominact
(3 Com and Rexdbly priced comtracts ghould be somed and oobioals by Faderal Agency i vou parfoem work forbod

Dol axd ofher mon-Doly (oivilian) agencies. Provide deadls in dhe same Jeved wsed for billing costs (e.g by ey

onder, exc) In additon, amy Jevel of effoa horers regoined should be peonided 0 2 foomnons o soboidiany sohedule
(4} Chimad sndinect expence rates ane spnbcabis 10 com-tupe and Sexihh-priced affory, 2x well ax IRED BEP

projects. Indirect recoveny o fived poiced and commexial wodk &5 oo necazswrily himited 1o e chimed rates.

(5} Sobcomnact, imescompany, of ikacompasny coxt docmned shondd be docdeded 20 s colama.

NOTE: Asmy sndirect costs which axceed comrac callings shonld bhe iermified srpmrehy ax “nod claimed *
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Figure 12. Model Incurred Cost Proposal, continued.

XYZ CORPOFRATION SCHEDULE H
ANYWHERE, USA continuation

GOVERNMENT PARTICIPATION PERCEMTAGES
FISCAL YEAR ENDED 3/31/2009

OVERHEAD G&A
ATLLOCATION ATTOCATION
CONTEACT TYPE BASE Y EBASE %
AMOUNT OF BASE AMOUNT OF BASE
Cost Type $147473 223 5534823 178
Flexibly Priced 210312 320 370,720 123
Time and Matenal 11,093 1.7 22941 0.7
Firm Fixed Prce 00810 152 330,712 115
Corumercial 164,313 230 1611399 517
[E&D/B&P 23.812 36 _
TOTAL 2636 874 1000 23,110,606 1000
(Schedule H) (Schedule H)

NOTE: The purpose of this schedule is to show the extent that cost-tvpe and flexibly
priced contracts participate in the allocation bases.

Forusers of this model incurred cost proposal, the schedule should reflect the
circumstances at vour own operation. For example, if vou use more than one overhead

pool, there should be a separate calculation of Government participation for each
overhead pool
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XYZO0FPOFATION
ANYWHERE, USA

Contract Wa. Subcontract Wa.

Zost Tvpe & Flexibly Priced: (Mote 13
NOQ039-05-C0873
WOQ040-05-C0874
WOQ041-06-C0777 45085
WOQ0060-05-C4013

Eubtotzl - Cost Type

Tims & Mlaterial
N00022-06-D-0111  SC4B73
N00022-06-D-0111  SC4B75
F66777407-D-0112

Sabtotzl-Time & Material

TOTAL
Explanatory Motes:

Order Na.

1201
1203
1204
1205

DCAAM 7641.90

SCHEDULEI

Cumulative Costs billed
Owver Phvsiczllv
{Under’ complets
PV Na Thm Amount billinz (Mate 7Y

Figure 12. Model Incurred Cost Proposal, continued.
SCHEDULE OF CUMULATIVE DIRECT AND INDIRECT COSTS
CLAMED AND BILLED COSTEY CONTRACT AND SUBCONTRACT
FI3CAL YEAR ENDED (FYE) 3/31/2008
Ulnsettlsd ‘Claimed Dirsct and
Indir=ct Costs
Priog Lazss:
Subject g Tatzl Contract Nt
ta Battled Comulative  Limitations Cumulative
Penzliy Totzl Zettlad or Behates, Zattled or
Clanss Costs FYESGL0E FYE3GEL0E  Claimed Cradits Claimad
Mote(2) Note(3)  Note{d) Mate (4) Mate (53 Mate ()
Yas 0 §126,821 3311424 3638243 $638.245
Yas 382,595 2,867,500 51,141 3301236 33012346
350626 535311 37,187 052,124 952124
Yas 591,362 443016 623 468 1.658,746 1.658,746
{Sched. H)
36550351 $6.550351
$10.500 $10.600 $10.600
5050 5050 5050
6,004 6,000 6,000
(Sched E)
$22.550 $22.550
§6.572.801 §6.572.901

{1} Cost and flexibly priced contracts should be sonted and subtotzled by Faderal Assncy, if you perform work for both Dol? and oter non-Drol} {oivilian) as=ncies. Provide
detzils in the same level used for billing costs {2 2 by delivery order stc)

{2} Indicate those contracts coversd by the penalty clause required by FAR 42,709,

(3]} Thesa totzls, by contract, should be computed nsins the nesotiztion of rate aeresment docnment for the sespactive year
{4} Thasa totals, by contract, should be the sams 25 shownin the overhead submissions using the claimed indirect rates. Clzimed amounts for Cost Type conracts shonld coms from
Schedule H and clzimed amonnts for TEM contracts shonld coms from Schedul= E.
{3} Contract limitations includs costs that 22 incloded in the column entitled * Totzl Cumuolative Settled or Clzimed” andare sither (i) in excess of contract cxiling rates,
(i) unallowabls per contract tenms, (111} ontsids the period of performance, or (iv) in excess of contract cziling amounts.

{6} The cumulative mounts in this colwmn should not excesd the conwact ceiline. If smounts exceeding the ceilingare in dispue, or if you have raquested that the contracting

agency incrsass the contract cailing, pleass includs the amounts in the " Conract Limietins” column and provide am explanationin a footmots.
{7} Indicats those contracts for which work effont was physiczlly completed during the fiscal year clzimed. {(Complete Schadule O for these contracts )
Shontly after the finzl agrssment on rates, vou will nesd to submit finzl vouchers on thess completad contracts.

86

272872008
373172009
13172009
373172009

120a
120a
12000

b L
[EUR TR

3640,110 (31865}

3295110 -5,126
250,100 7976 Tes
1540426 -18.320 Yes

56535746 (314405}

510,848 5247 Tas
5000 950
5750 250

521598 (39533

5655734 (315558
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Figure 12. Model Incurred Cost Proposal, continued.

DCAAM 7641.90

X¥Z Corporation Subcontract Information SCHEDULE T
ANYWHERE, USA FISCAL YEAR ENDED 3/31/2009
Cost tvpe subcontracts issued under flexiblv priced prime contracts: Yes X No
SUBCONTEACT PRIME SUBCONTEACTORS | POINT OF CONTACT | SUBCONTEACT Parformanca Pariod INCURRED AWARD
MO, CONTEACT NO. MNAME & ADDERESS tm PHOME MNO. VALUE From To IN FY 2009 TYPE
Subcontracts Issuad:
PO #XYZ099ER NO0038-05C-0873 Small Company Ms. DonnaCharleston 5110,500 3/16/2006 6/30/2009 587,912 CPFF
1445 Southpark Blvd hlarketing hanasar
Buffalo, NY 14206 {T16) BEI-ET00 X317
P.O.£XYZ0TTER 10004 0-05-C-0874 Tanzs Entarprisas Mr. Wiks Tanza $895,000 4/20/2006 | 12242010 §15,341 CEFF
E7B Executive Patk Prasident
Fairfax, VA 22033 (70379835640
PO #XYZ01032E Subcontract to Clark Inc. Argonautics, Inc. Mr. Ted Kessal 5152500 Ti25/2008 10/16/2011 57,888 CPFF
Prime NO003905-C-0875 | 555 Ocean Parlowray Mlarksting Manassr
Amnsheim, CA 92803 {7147 9952000 X12
PO #XYZ1213K NO0060-05C-0913 DSK Corporation his. Jans hatthews $236,135 10/12/2008 3/15/2009 549 732 CPFF
3339 Vaulting Eoad Marksting
Vork, PA 17405 (7171992-7800
PO 4XYZOEXIR MNO0060-05C0913 Aristzo Associates W Vinea Aristao 100,000 5142007 5/14/2008 540,000 CEFF
546 Arrovo Diriva Prasidant
Carlsbad, NAME7112 {3047 335-1600
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DCAAM 7641.90

T&MLH subcontracts issued under flexibly priced prime contracts: Yes No X
SUBCONTRACT PRIME SUBCONTRACTORS | POINT OF CONTACT | SUBCONTRACT Performanea Pariod INCURRED | AWARD
MO, CONTEACT HO. NAME & ADDEESS AND PHONE NO. VALUE From To INFY 2009 TYPE
Incentive subcontracts under flexibly priced prime contracts: Yes No X
SUBCONTRACT FRIME SUBCONTRACTORS | POINT OF CONTACT | SUBCONTRACT Parformancs Pariod INCUEEED | AWARD
NO. CONTRACT NO. NAME & ADDRESS | AND FHONE NO. VALUE From To INFY 2009 | TYPE
Subcontract orders based on costissued under IDIQ prime contracts: Yes No X
SUBCONTRACT PRIME SUBCONTRACTORS | POINT OF CONTACT | SUBCONTRACT Performancs Period INCURFED | AWARD
MO, CONTEACT HO. MNAME & ADDEESS AND PHONE NO. VALUE From Te IN FY 2009 TYFPE
Inter-divisional/intercompany and FFP effort issued under flexibly priced prime contracts: Yes No_ X
SUBCONTRACT FRIME SUBCONTRACTORS | POINT OF CONTACT | SUBCONTRACT Parformancs Pariod INCUEEED | AWARD
NO. CONTRACT NO. NAME & ADDRESS | AND FHONE NO. VALUE From To INFY 2009 | TYPE

Note: Subject schedule is to provide identification of subcontracts vou have awarded to companies for which vou are the prime or
upper-tier contractor, including inter-divisional effort. This information is required at the pricing action level (e.g. deliverv order,
CLIN) for all subcontract awards (e.g. cost-type, incentive contracts, T&M/LH, FFP etc.) issued under flexibly-priced and IDIQ prime

contracts.
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Figure 12. Model Incurred Cost Proposal, continued.

XYZ COFPORATION SCHEDULEEK
ANYWHERE, USA
SULMDIARTY OF HOURS AND AMOUNTS ON TIME AND MATERIAL/LABOR HOUR CONTRACTS
FISCAL YEAR ENDED 3/31,2009
CONTRACT =N000Z1-06-D-0111 CONTRACT =Fe6777-07-D-0112
CONTERACT
LABOE
CATEGOEY TASE 01 TASK 02 TASKE 01
HOTE 1)
EATE HOURS | AMOUNT EATE HOURS | AMOUNT EATE HOURS | AMOUNT
@ @ 1]
Progrsm $25.00 100 $21.500 [ $325.00 30 $1.150 $12.530 100 2,130
Manager
Senior Enginzar 20.00 100 2,000 17.50 100 1,730 17.50 100 1,730
Enginzer 15.00 200 3,000 12.50 100 1,250 16.00 30 800
Analwvst 11.50 100 L.250 11.50 - 10.00 pli] 200
Tachnical Tvpist 700 ] 50 700 100 700 — —
;\_;\_:I_ EE ] g E:_]: 2'7.'1 ::_:I_ E'T a04
TOTAL
Material Costs 51,000 5500 5730
(Mota 3)
Trawvel Motz 3) 382 421 171
CEA@EE% 118 75 75
Motz d4)
S0 SR SE.00
TOTAL
CEILING
Explanatory Notes:
(1) Represents effort perfonmed by the company. Any subcontract effort should be identified separately.
(2) Represents rates specified in the contract, which may be higher orlower thanactualratesincurred.
(3) Bepresents actual costsrecorded in the costrecords.
(4) G&A applied atthe claimed rate to MMaterial and Travel Costs.
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Figure 12. Model Incurred Cost Proposal, continued.

KYZ COFPOFATION
ANYWHERE, USA

FECOMCILIATION OF TOTAL PAYROLL DPEFE.IFS FOFRM 241TO TOTAL LABOFR. DISTRIBUTION
FISCAL YEAF. ENDED 3/31/20{%

SCHEDULE L

DESCFIPTION EXPENRES PEF. &L
Dr=ct Labog $656, 824 Schadula H
Cenorsl and Admimistrativa:
Wagaz 00, 0T Schedulz B
Heliday Wagas 2321 Schadula B
“acation Wazes 5,812 Schadula B
Sick Leave QET Scheduls B
Porzomal Abzsncs 1,082 Scheduls B
Oroerhead:
Wagzs 33,040 Scheduls C
Heliday Wazas 20,181 Schedula
“acation 23,440 Schedula
Sick Leave 14,518 Schedula C
Severance Pay (in full) 31.41% Scheduls C
Doozpancy Wagas 23280 Schadulz D
Oreartims Pramivm 270
(included in ODCs)
TOTAL LABOF. S0
DISTRIEUTION
PEF. [F.5 FORMI 241
1™ Cruarter F12R 470
2°° Cruarter 2128 236
3™ Qarter 137,206
4= Quarter 00, 167
Plus: Curramt Year Accresl 15,128 Joumsl Entry =62
Laszs: Prios Yaar's Accresl 33,2143 Jowmal Entry =52
Crthear Adjustmenits o000 *
TOTAL PAYROLL RN

*Pafstanca the sowrce for any items wead in this reconciliation.
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Figure 12. Model Incurred Cost Proposal, continued.

XYZ SCHEDULE M
CORPORATION
ANYWHERE, USA

LISTING OF DECISIONS, AGEEEMENTS OR APPROVALS AFFECTING
DIRECTINDIRECT COST AND DESCRIPTION OF ACCOUNTING OR
ORGANIZATIONAL CHANGES
FISCAL YEAR ENDED 3/31,2000

A Decizons' Armements or Approvals
1. Pen=ion Plan (Schednlez B&C) reference ACO memomndum  of
negotiations (2008 Overhead) of August 10, 2008 which sets
forth pension plan rates, vacation approvals, and certamn

other matters.

2. Billing Rates. ACO letter of March 3, 2008 seting forth approved hilling
rates for FY 2000

3. Salary Approval. See ACO letter of June 19, 2008 approving salanes to top
maragement.

4. Ceiling Bates. Contract NO003905-C-0873 provides for a ceilng on

overhead and G&A rates of 80% and 10%:, eepechvely. Our
claimed rates for FY 2009 are less than the ceiling mtes.

B. Accounfing or Omganization Changes.
1. Dunng the period of January 2008, a mdirection of contract NOODG0-03-C-0913
occurred  The PCO directed us to streich this program into the future. This action
necesstated a sipnificant redoction in our staff. From a total of 25 full-tme emp oyees

on January 1, 2008, the staff was reduced to a total of 13 full-ime employees by May
30,2008

2. Effective Apnl 1, 2008, we deleted our secondary overhead pool for finge benefit
expenses. We electzd o -:]:arge the fringe benefits expenses directly to the benefiting
overhead pool. This change was made =0 that we could be more pecise m our fringe
costs related to the wages and salanes of each pool. All fange costs of direct personnel
are charged to the overhead expense — Schedule C. We have made a study for the vear
under audit which reflects that there is no adverse cost impact on Government
contracts. That study is available for your review.

3. Other than 1 and 2 above, we have no other major accounting or organizational
changes during the penod. However, we are currently considering adding a matenal
handling pool effective April 1, 2009, Our matenal and subcontract effort has
mereased sipnficantly during the last vear and we feel that a pool of this mature 1s
appropriate. DCAA will be kept advised of our status and we will discuss this matter
with you during the andit of this claim.
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Figure 12. Model Incurred Cost Proposal, continued.

AYZCORPORATION SCHEDULE N
ANYWHERE, U5A

CERTIFICATE OF FINAL INDIRECT COST35
FISCAL YEAR ENDED 3/31/2009

This iz to certifythat I have mviewed this proposal to establish final indirect cost rates and to
the best of my knowledge and belie £

1. All costz mcluded mn this propoesal, (1dentify proposal and date), to establish
final indirect cost mies for (identify period covered by rate) are allewable mn
accordance wath the cost principles of the FAF. and 1ts supd ements applicable
to the contracts to which the final indirect cost mtes wall apply; and

b

Thiz proposal does not include any costz which are expiessly unallowable
under apicable cost principles of the FAR orits supplements.

Firm;

Sigma hure:

Mame of Certifiing Official:
Title:

Diate of Execufion:

MOTE: The Certificate of Final lndirect Costs iz contained in FAR 522424

Az prescribed in 42.703-2(f), insert the following clanse:

Certification of Final Indirect Costs (Jan 1997)

(@) The Contractor shall —

(1) Certifvany proposal to establish or modify final indirect cost rates;

(2) Use the format in paragraph (c) of this clause to certify; and

(3) Hawve the cerfificate signed by an individual of the Contractor's organiztion
at a level no lower than a vice president or chief financial officer of the business
serment of the Contractor that submits the propozal.

(b) Failure by the Conftractor to submit a signed certificate, az described in this
clanse, may result in final indirect costs at rates unilaterallyestablished by the
Co.

() The certificate of final indirect costs shall mad a= follows: (z2e abowve)
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Figure 12. Model Incurred Cost Proposal, continued.

XYZ SCHEDULE O
CORPORATION
ANYWHERE,
USA
SCHEDULE OF CONTRACT CLOSING INFORMATION FOR. THOSE CONTRACTS
FOR. WHICH WORK EFFORT WAS COMPLETED
DURDNG FISCAL YEAR ENDED 3/31/2008

Z0M- Order Feady Contract Level of Effont MHaotes
TRACT HMa Performamcs Period Ta Zeiling Contract | Cumulative Hours
NGO Close | Amounnt {2 Fzz
From Ta (1 3 Fequired | Actmal

Cast Type:
Snbcontraa 216705 | 2028/09 Tes 31000000 | 560000 15000 | 14,558
~Zlagk Inc
MOD080-40- 10016458 | 12/28/08 Tes 3750000 | 5112000 27,500 | 28950
20813
Tims &
Alzterizl:
MO0022406 | 0001 TG | 12731708 Tz 525,000
0111

Explanatory MNotes:

{11 Indicats wheathar the contract is ready to cloes basad om all information svailsbla. If the comtract i3 mot
r=ady to closa {a.g. a contract modification iz being pursuad, waiting for subcontract final killing), tha
r=aspns why should be statad in a footnota.

{2) Provida the ovarsll contract ceiling amoumt, befogs f2a, for the type of contract.

3) Provide fee amount as provided by the contract. Include details of the fee computation for
2ll flexibly priced mcentive fee and level of effort type contracts, along with the contract
modification nused. m 2 foomote.
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Fiqure 12. Model Incurred Cost Proposal, continued.

CONTRACTOR DATA FORM

DCAAM 7641.90

[Fao: JCONTRACTOR:
[FAO ASSIGNMENT #: JCFYE (Month and Year) :
JAUDITOR: IDATE RESULTS NEEDED BY:
CONTRACTOR DATA: Y% % it
SIC/NAICS CODE: CODE  [DESCRIPTION YEAR SALES GOVT ADV EMPLYS.,
PRIMARY 20
[SECONDARY 20
EXECUTIVE DATA |
CFY EXEC SALES | % TIME BASE BONUS [PENSION [ HEALTH/| AUTO |DEFERREDy LTV VOL. CLAIMED]
POSITION SCOPE | DIRECT | SALARY LIFE INS, COMP. | OTHER* DELS, COMP,

20 1

2

3

4

3

6

7

8

9
20 |

2

3

4

5

6

8

9
*Detail of "Other" compensation:
Mandatory data fields are shaded. Mandatory data includes assignment number, CFYE including both month and wear, primary SIC/NAICS code, sales and material
compensation elements claimed, Mandatory data not provided may result in return of this form,
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Supplemental Schedule O

Figure 12. Model Incurred Cost Proposal, continued.

Contract Brigf

Bt

in

. Contractors Mamea:

. Contract Mumbsr

Contractor Tob Mo,

. Brisfad throush

Wlod T,

. Estimatad

Cost 3

Paripd of
Parformancs

A, Generdl Information

0 CPAF

O FFP

Estimatad Faa

. Iz thiz a Subcontract?

. Prima

Contractor

Prima Contract Mo,

Avddrass

Podnt of Contact

e mamit
D AMN Oifics

Yoz (o toTtem &) T

DCAAM 7641.90

Pagelogfd

Dhata of Avward:
FY Fumds:
Dhatad:
O C5 O CE O
O IDIQ C Orthear O
(3pacifi)
Totsl Prica 3
Tao
Mo {Go toItem 9 O
Contract Typs
Phon=
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Figure 12. Model Incurred Cost Proposal, continued.

Page2of4
Contract Brief
. Acguizition
Amancy
Addrazs:
Point of
Contact: Phona
10. Adminiztrativa
Contract Offica
Addrazz
Porint of Contact: Phons
11. Prooemant Fesulations: Chack All that Apply.
Far. 0O DFARS O rKAazAa O Othar B {Spacify)
12, Cost Acoounting 5 tandands Idantify tha CAS clauze: containad in the contract.
{CAS)
FAR 72.230-1 1 FAR 522302 [ FAR 52.230-3 [
FAR 522304 [0 FAR 322305 O FAR 52.230-6 O
13. Truth In Nagotiation Act Idantify tha TINA clanza: contsinad in the contract.
(TIHA)
FAR 52.215-22 (FAR 52.215-10, sffactive 10010027 O
FAF. 52.115-13 (FAF. 52.213-11, =ffactive 1001047 E
FAR 52.215-24 (FAR 52.213-12, =ffactive 1001047
FAR 52.215-25 (FAFR 52.215-13, affactive 10010087 E
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Figure 12. Model Incurred Cost Proposal, continued.

Pagz3oid
Contract Brief

14. Eamad Value hanazsment Idamtifiy the EWVM and othsr reporting requirsments contsined in the
(EVM) and Othor Program = contract.

hlmmazsment Svstem Eamad Valus hmmarsment (DFAFRS 252.234-T001, DFAFS
Feporting Faquirements 252.242-T02, affactive March 23, 2003) |

Contract Performance Feeport (CPE) (DD Form 2734) o
aqivalant O

Cost/ Schedula Btatus Fapert (C/55R) (DD Form 2735) of
aguivalant

Contract Fund Status Reaport {CFSR) (DD Fomm 1586) ar
aquivalant O

Contractor Cost Data Rapert {CCDE) (DD Fomms 1821,
1921-1 amd 1921-2) of aguivalont 0

15. Brisf 5 tatement of Soops of
Wodk:

B. Contract Clauses and Special Provisions

16, Identify the contract clause: incorporated by reforenca.

17. Ifthiz iz 2 Tims and Material {T&M) or fixad unit price contract,
gttaph the scheduls of nemotiated fates.

1B.  Ifthiz is a cost shoring comtract, identify the terms of the cost

zhafine smangsmant.
Yo Ko

12, Dz the contract contain a lavel of effort claes?

Ifvaz, idantify tha limitations spacifiad in the contract. | |
20. Dwpas the contract contain czilings on the indirsct rates?

Ifyas, identify the ceiling ratas (attach rel=vant portions of the comtract). O |
21. Iz Facilities Capital Cost of Monsy (FCCM) allowabla on this contract? O O

(FAF. 52.215-30) (FAF. 52.215-16 affactive 1W1050T)
22, Dipes the contract contsin the FAR Panalty Clapsa {52.242-377 O O
23, Dwpaz the contract contsin pracontract of cost allowsbility rastrictions?

Ifyas, idantify the relavant portions of the contract. | 0O
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Figure 12. Model Incurred Cost Proposal, continued.
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agedof4d
Contract Brief
Yo ko
24,  Dioess the coptract contsin restrictions on overtima (FAR 52.222-277 | |
15 Dipaz the contract contain restrictions or spacial eguirements for
subcontracts? If vas, idantify the relavant portions of the contract. | (|
26, Identifiy amy cost: mada spacifically unallowsble by the terms of the contract.
T Id=ntifi any profit or fea provizions in the contract.
28 Idantifi other spacifil provizions limitations spacifiad in the contract.
C. Summary of Contract Modifications
MMoedification Change m Total
Number Date Fundmg Funding Cost ProfitFea| Total
Drigimal
Contract
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GLOSSARY

ABRREVATIONS AND ACRONYMS

ACO — Administrative Contracting Officer

AICPA — American Institute of Certified Public Accountants
B&P — Bid & Proposal

CAM — Contract Audit Manual (DCAA)

CAS — Cost Accounting Standard(s)

CO — Contracting Officer

CPA — Certified Public Accountant(s)

CPAF — Cost-Plus-Award-Fee (Contract)

CPFF — Cost-Plus-Fixed-Fee (Contract)

CPIF — Cost-Plus-Incentive-Fee (Contract)

DCAAM — Defense Contract Audit Agency Manual
DCMA — Defense Contract Management Agency
DFARS — Defense Federal Acquisition Regulation Supplement
DRD — Deputy Regional Director

ETC — Estimate to Complete (Cost)

FAR — Federal Acquisition Regulation

FFP — Firm-Fixed Price (Contract)

FPI — Fixed-Price Incentive (Contract)

FPR — Fixed-Price Redeterminable (Contract)
FPRA — Forward Pricing Rate Agreement(s)

FPRR — Forward Pricing Rate Recommendations

FY — Fiscal Year

G&A — General & Administrative (Expense)

GAAP — Generally Accepted Accounting Principles
GPO — Government Printing Office

GSA — General Services Administration

IR&D — Independent Research & Development (Cost)
IT — Information Technology

NASA — National Aeronautics and Space Administration
OoDC — Other Direct Cost

OFPP — Office of Federal Procurement Policy (OMB)
OMB — Office of Management and Budget
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PCO
PL

RFP

SF

T&M
TCO

U.S.C.

WAWEF

— Procuring Contracting Officer

— Public Law

— Request(s) for Proposal(s)

— Standard Form

— Time and Material (Contract)
— Termination Contracting Officer

— United States Code

— Wide Area Workflow
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