ATTACHMENT B4-NOTES


LABOR RATE CALCULATION NOTES

For 

COMPOSITE/LOADED DIRECT LABOR BILLING RATE

The sample calculation page includes samples of how you would calculate cost and combine/add all these cost to obtain the Composite/Loaded Direct Labor Billing Rate.  This document is available for use on your computer if you have Microsoft Office 2000 with Excel 2000.  You can request this to be factory loaded if you currently don’t have a computer or need to update an older model.

NOTE-1   Number of Employees-  Number of employees is based on 2080 hour of work per year.  As this contract is covered by the Service Contract Act (SCA) and required a U.S Department of Labor (DOL) Wage Determination, the DOL has a requirement for holidays paid and vacation.  What this does is make the work year 1872 hours work time, and 208 non-productive hours for a total of 2,080 hours per year.  The sample is for a 30-day (one month) billing period.  Base labor rate is for a 40-hour week; therefore a 160-hour month can be worked.  Any more time would show up as overtime, and it is figured separately.  The sample starts with the estimate or actual hours worked for Contract Line item 0001a of 6200 hours.  To get the number of employees, divide 6200 hours by 160 hours per month = 38.75 ful- time equivalents.  The spreadsheet is set up so that for each labor category when either actual or estimated hours is input into each labor category, the calculations are made for all line items.  The number of full-time-equivalent positions is necessary to determine the allocation pool used to apply the non-productive hours.  (SEE Attachment E-1 and E-2)

NOTE-2—Wage Rate:  This is the actual rate that is paid the employee for the classification of work/job description.  You will need to show your actual rates paid for the period February 17, 2002 for each billing period that you have requested payment and it should match your invoice backup sheets.  If the actual rate paid to the employee has increased you will need to document and justify why the rate has increased.  In your cost proposal, for the month that you have billed, you will have to provide actual rate paid supporting information, and for the remaining time of the contract you will need to estimate that rate that will be paid.  If major increases have already happened, future increases should be flat or none.  You will have to support all increases in rates with documentation that supports the need for the increase.

NOTE-3—Production Hours:  This is the number of hours actually worked and being billed (Feb 17th through last billing cycle), or the estimated number of hours that are estimated to be worked for each billing period (this would be for Jun, Jul, Aug, Sep, Oct, through Nov 19th.)  It is the starting point for all proposal estimates.  Everything builds on this number.  

NOTE-4—Non-Productive hours:  These are cost required by the Service Contract Act.  The non-productive hours are based on the U.S. Department of Labor, Wage Determination for the specific sites and states the requirement as to what benefits the contractor is to provide employees for paid vacation/holidays/sick leave.  This is where paid vacation and holidays have to be addressed in the cost proposal.  This includes 80 hours of paid Federal Holidays, Vacation time in accordance with the DOL Wage Determination list of benefits based on the employees anniversery date (2wk after 1 yr, 3 wk after 5-yr, and 4 wk after 15-yrs of continuous service) for an estimated total of 208-hour non-productive time per year (year = 52 week X 40 hours = 2080 hours).  The attached sample is on a monthly basis and to calculate this figure divide 208 hours by 12 months to get a monthly hours earned of 17.3333 hours per month per full time equivalents.  To get the total non-productive hours multiply the number of employees 38.75 X 17.3333 = 671.7 hours non-productive hours.  The number of days for annual leave is a sample only.  (See Attachment E-1 and E-2 on how to determine the actual number of non-productive hours)  Our sample used 208 hours per full-time-equivalent position.

The actual number of non-productive hours will change based upon the length of service the individual screening personnel have with your company.  You will be required to establish the actual hire date for each employee currently working under these contracts.  The hire date is the date that an employee started working for your company.  This date must be without any break-in-service (break-in-service means that an employee has been on the payroll continuously and has not quit, been fired, or re-employed, left the company, or any voluntary separation-If the individual has a break-in-service the time starts all over on the date they begin continuous service.)  You will have to calculate how many years of service each employee has based on each employees actual hire date.  You will then calculate the number of day of annual leave/per employee for this year (Feb 17th through November 19th) based on the Department of Labor, Wage Determinations (2-wk after one-year: 3-wk after 5-years: and 4-wk after 15 years) based on the anniversary date for each employee.  You will then divide the number of annual leave days by the number of employees to obtain an average number of hours for Annual Leave.  You will use this number plus the number of federal paid holidays instead of the 208 hours used in the sample provided.   (SEE ATTACMENT E-1 and E-2)

NOTE-5—Total hours:  Total of non-producing and productive hours.  

NOTE-6-- Productive Wage:  Multiply hours actually worked by the actual hourly rate paid. 

(6,200 hours actual X  $10.00 = $62,000.00)

NOTE-7-  Non-productive Wages:  Multiply the non-productive hours by the actual hourly rate paid.  

( 671.7 hour X $10.00/hour = $6, 716.67) 

NOTE- 8--:  Total Wages:  cost of both productive and non-productive hours.  

($62, 000 + $6, 716.67 = $68,716.67)

NOTE-9—PILB –Pay-in-lieu-of-benefits:  This figure is taken from the U.S. Department of Labor, Wage Determination under HEALTH and WELFARE:  $2.02 per hour or $80.80 a week or $350.13 a month.  Because this is a labor hour contract being billed by the hour, the rate used is the $2.02 per hour.  This is paid only on the actual hours worked.  (6,200 actual hours X $2.02/hr = $12,524.00.)  NOTE-- If you do not provide the benefits listed in the DOL Wage Determination such as employer health insurance coverage to your employees, you must add these cost such as the $2.02 for health and welfare benefits to the base rate of pay covered under Note-2.  This is the same for Federal Holidays, Vacation, and uniform allowances.  If you do provide employees some of the benefits, such as health insurance coverage to your employees, you will need to provide supporting data to show that comparable funds in overhead dollars will generate cost that are the same as those that are required to be paid as PILB and were used to purchase/supplement the required health insurance.

Remember, also covered here is the Uniform Allowance benefit as set forth by the U.S. Department of Labor, Wage Determinations fringe benefit list.  The contractor is required to furnish all employees with an adequate number of uniforms without cost or to reimburse employees for the actual cost of the uniforms.  In addition, where uniform cleaning and maintenance is made the responsibility of the employee, all contractors shall reimburse all employees for such cleaning and maintenance at a rate of $3.35 per week or $.67 per day.  However, in those instances where the uniforms furnished are made from “wash and wear” materials that do not require special cleaning there is no requirement that the employee be reimbursed for uniform maintenance cost.  The sample does not address these costs.  If you do, you would divide the number of actual hours by 40 hours (standard work week) for CLIN 0001a, 6200 hours divided by 8 = 775 days X .67 per day = $519.25.

NOTE-10—Total wages + PILB:  This is a total of PILB cost  $12,534 + Total Wages $68,716.67 = $81,240.67.

NOTE-11—FICA= Federal Insurance Contributions Act    These are the Social Security payroll taxes.  These also have a cap but the cap is at a level that the employees covered under this contract will not meet this cap level of pay.  Currently this is 7.65 percent of total under Note 10.  or $81, 240.67 X .0765 =  $6,214.91

NOTE-12--FUTA=  Federal Unemployment Tax Act   (SEE NOTE 13 Below) 

NOTE 13, --SUTA=  State Unemployment Tax Act   FUTA and SUTA cost need to be developed directly off your payroll records as the Federal Unemployment Tax Act is a percentage rate that applies to an individual.  This rate is applied only to the first $7,000 of wages that the individual makes.  Once the individual has been taxed on the $7,000 it is not applied on any earning over this amount.  SUTA is applicable in some states and not in others.  It is just like FUTA in that most states set a cap or maximum and any wages over that are not taxed.

NOTE 14—Workers Compensation:  This is a State imposed payroll tax.  This tax rate will be different state by state and contractor to contractor.  Usually this rate is based on the Workers Compensation Insurance rate that is applicable to the specific contractor and that particular site/state that the services are being provided.  It is usually a percentage rate applied against Total Wages +PILB.

NOTE-15—Overhead Rate:   This is for any other direct labor allocable cost.  It may be a state payroll tax, 401K based on wages to screeners or other similar cost that are directly a cost incurred due to labor.  You will be required to show proof of these cost being paid to the employees through banking records, or account records that money collected has been allocated to the proper employee accounts.  If you cannot show this detail you cannot use this rate.

NOTE 16-G & A  General and Administrative expenses:  This is the general and administrative expenses applicable to the site where the services are being provided.  These cost include, management salaries, office equipment (non-screening related), rent, facilities, office staffing, and is applied to all cost for labor.   
NOTE 17—PROFIT   Under Government contracts profit is developed based on risk.  The greatest risk is found under Firm-fixed-price type contracts where the vendor is responsible for all risk of performance.  This type contract will be given the highest profit rates due to the risk; the contractor must perform for the fixed amount of the contract.  If it cost more than the agreed to price the contractor looses money, but if you were good at estimating and kept cost down, your cost will be less than the agreed to contract price with the difference being your earnings.  The contract type covered by this requirement is a Labor- hour type contract with a cost reimbursable line item for Other Direct Cost.  This type contract removes most of the risk of non-performance from the contract to the Government.  You are paid for the numbers of hours that you work.  The rate per hour is such that if you work more you get paid more, you have greatly reduced your risk.  To further reduce the risk, the contract will contain a line item for Other Direct Cost.  These cost are on a cost reimbursable line item, as long as they are allowable and reasonable they also will be paid.  Most Government Contracting Officers use a Weighted Guidelines Method for determining what is a reasonable profit.  For this type of contract that usually ranges from 6 to 10 percent.  Any contractor that is claiming profit rates in excess of this range must provide supporting documentation and written copies of prior contracts that clearly demonstrate that the profit rates being proposed are in line with those that were being paid prior to February 17, 2002.    

NOTE 18—HOURLY COMPOSITE BILLING RATE: This is the loaded labor rate.  All allocable cost has been applied to the initial direct hourly labor rate.  To determine what the hourly billing rate will be you will divide the total cost of labor including profit (in the sample for Line Item 0001a the total cost is

($129,022 divided by the actual hours worked of 6,200 = $20.81 per actual hour worked.)
NOTE-19R—OVERTIME AND HOLIDAY RATES:  As you can see from the sample, overtime and holiday rates do not carry the cost associated with the base rates.  The hours worked as overtime and holiday time are over and above the base hours and only are burdened with , FICA, other labor overhead, G & A, and Profit.  The overtime rate is 1-½ times the base rate as required by the Fair Labor Standards Act.  For holiday rates, the contractor must use the DOL Wage determination for each specific site that sets the number of paid Federal holidays and list them.  The DOL Wage Determination provide that the Contractor may substitute any of the named holidays for another day off with pay in accordance with a plan communicated to the employees involved.  If another paid day off is not provided, then the contractor will be required to add one days pay to the pay period of the holiday worked.  ALSO NOTE—holiday rate shown on Attachament B3 is for an example where another day off with pay IS NOT provided.  IF another day off is provided, the rate for this sample would be the same as the base rates shown under CLIN 0001. 
NOTE- PILB cost are not applied to any hours over 40 per per week or 80 hours per two week period.  As such, the sample under B3 and the Note 19 have been corrected to remove these cost from the cost pool for determining composite rates for overtime and holiday pay.
NOTE 20-  COMPOSITE RATES—These rates are your direct labor-billing rate for the specific site for which they were developed.  
