
Welcome to Developing DCAA-Compliant
Indirect Rates

Presented by: Gelman, Rosenberg & Freedman CPAs and
Aldebaron, Inc. (SYMPAQ)

The program will start promptly at 12:00 PM ET

Please note: Use the “Question” panel to speak with the administrator if you experience any technical issues while 

logging into GoToWebinar. For the best audio quality, please call-in by phone vs. connecting via your computer.

Call: +1 (562) 247-8422 | Access code/event number: 676-883-358
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Housekeeping
General Information/Technical Questions

We strongly recommend that you connect by phone instead of your computer for the best 

audio quality. Call +1 (562) 247-8422. The event number is 676-883-358.

Please use the “Question” panel for any technical questions, or you may contact Dominic 

Acosta at dacosta@grfcpa.com. 

This presentation will be recorded and made available to download at 

www.grfcpa.com/webinars/.

mailto:dacosta@grfcpa.com
http://www.grfcpa.com/webinars/
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• Important: Three (3) CPE words will be provided during the presentation. Please write them down 

– we will not provide them again via GoToWebinar or email (no exceptions).

• Please complete the electronic survey that will appear automatically at the end of the webinar. 

Turn off your pop-up blocker (leaving it on could block the survey).

• Attendees seeking CPE for this presentation must complete the survey and enter all three CPE 

words. You cannot claim CPE unless we receive a completed evaluation with the correct words.

• Technical questions about the survey can be addressed to Dominic Acosta at dacosta@grfcpa.com.

3

Housekeeping
CPE Credit

mailto:dacosta@grfcpa.com
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Webinar Objectives

Learning Objective
To understand the developing DCAA-Compliant Indirect Rates

Instructional Delivery Methods
Group Internet-based

Recommended CPE
1.5 CPE Credit

Recommended Fields of Study
Accounting

Prerequisites
None required

Advance Preparation
None

Program Level
Basic

Course Registration Requirements
None

Refund Policy
No fee is required to participate in this session.

Cancellation Policy
In the event that the presentation is cancelled or rescheduled, participants will 

be contacted immediately with details.

Complaint Resolution Policy
Gelman, Rosenberg & Freedman CPAs is committed to our seminar participants’ 100% satisfaction and will make every reasonable effort to resolve complaints as 

quickly as possible. Please contact kdavis@grfcpa.com with any concerns.

Disclaimer
This webinar is not intended as, and should not be taken as, financial, tax, accounting, legal, consulting or any other type of advice. Readers and users of this 

webinar information are advised not to act upon this information without seeking the service of a professional accountant.

Housekeeping

mailto:kdavis@grfcpa.com
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Meet Your Instructors

G. Chris Brown

President

Aldebaron, Inc. (SYMPAQ)
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Source

7

• DCAA ICE Template: www.dcaa.mil

• Output reports from SYMPAQ job cost software

o Fringe Benefits slide 18

o Overhead report slide 24

o G&A report slide 32

http://www.dcaa.mil/
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Overview

8

• Single Burden Rate

• Multi-Tired Indirect Rates

o Service Centers: Fringe, Occupancy

o Overhead, G&A, Subcontract Administration

• Uniqueness of Bid & Proposal (B&P) and IR&D

• What does the FAR say about rates

• Order in allocations (step-down)

• Analysis of Indirect Rates



Poll Question #1

My level of understanding regarding FAR Part 31, CAS, OMB Circulars and special 
contract requirements is __________.

A) excellent

B) good

C) fair

D) in need of improvement
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150

1,000 = 15%

Basic Indirect Rate Model

10

What are indirect rates? The fraction is a

mathematical expression of your

administrative infrastructure at the

contract level oversight (overhead),

overall entity (G&A), or specialized self-

liquidating pools for fringe benefits on

labor or occupancy on square feet, or IT

on hours (not discussed in this

presentation).



Single Burden Rate
The Uniqueness of One Indirect Rate
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Single Burden Structure

12

• 1 cost pool with components of fringe and G&A (General & Administrative) – type expenses

• Allocation base includes only direct labor dollars

• Presented indirect rate for negotiation
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Single Overhead – Pool & Base Summary 

13
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Single Overhead Cost Pool – Detail
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Single Overhead Cost Pool – Detail (continued)
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Multiple-Tier Indirect Rates
Typically Used by Government Contractors
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Level 1 – Direct costs

Level 2 – Fringe Allocated to Direct and Indirect Labor (O/H and G&A)

Level 3 – Occupancy Allocated to O/H and G&A sq/ft

Level 4 – Overhead (O/H) to (D/L + Fringe)

Level 5 – G&A Applied to Total Cost Input

Multi-Tiered Indirect Rates
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Presentation of Typical Negotiated Rates
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Service Centers
Fringe and Occupancy
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Definitions

20

• Service Centers are intermediate cost objectives since they are indirect cost pools that retain cost 

to be further allocated to both direct and indirect components within a final cost objective until 

there are zero dollars remaining in the pool.

• Types of Service Centers

o Fringe benefits allocated to productive labor: direct, overhead and G&A

o Occupancy is apportioned to both G&A and overhead cost pools based on the cost centers’ square footage or labor dollars.

o Human resources is apportioned to both G&A and overhead cost pools based on the number of employees (headcount) 

assigned to those particular cost centers. (No example provided in this session.)
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Definitions (continued)

21

• Benefits Provided To Employees

• Paid Absence (Vacation, Holiday & Sick Leave)

• Payroll Taxes

• Pension Plan

• Group Ins (Health, Life & Disability)

• Tuition Assistance

• Public transportation
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Fringe Benefits Report
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Fringe Cost Pool Detail
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Fringe Allocation Base Detail
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Occupancy Pool & Base Detail
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Poll Question #2

We have assessed our indirect cost rate structure and identified areas of potential non-
compliance _______________.

A) within the last month

B) within the last year

C) not yet but we anticipate the need soon



Overhead 
Under a Multi-Tired Rate Structure
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Overhead

28

• Overhead is a cost pool often predicated on a direct labor plus B&P labor allocation base including 

applied fringe benefits to both.  

• A local overhead relates to smaller segments of the company based on: 

o Business line or type of contractual services, 

o Manufacturing or engineering,

o On-site or off-site overheads, or 

o Geographic rates

• Presented indirect rate for negotiation
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Overhead Report
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Overhead Cost Pool - Detail

30



GELMAN, ROSENBERG 

& FREEDMAN Certified Public Accountants
www.grfcpa.com

www.sympaq.com |

Overhead Cost Pool – Detail (continued)
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Components of Overhead Base
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General & Administration (G&A)
Benefits the Entire Company
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G&A Cost Pool

34

• Overall general executive and administrative 

offices that do not solely relate to any major 

function of contractor.

• Include allocable portion of fringe on indirect 

labor

• Executive staff (CEO, COO, VPs)

• Finance (CFO, Controller)

• HR, safety and risk management

• Budget and planning, bid & proposal, facilities

• Legal/General counsel

• Information Technology

• Sometimes fringe, occupancy resides in G&A
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G&A Allocation Base
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• G&A Total Cost Input Base:

• Direct labor + applied fringe 

• Other Direct Cost (travel, supplies, misc.)

o Subcontracts

o Material & Consultants

• Value added G&A Base may exclude:

• Subcontracts/Material/Consultants

• Presented indirect rate for negotiation
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Level 1 – Direct Labor

Level 2 – Fringe Applied to Direct Labor (D/L)

Level 3 – Overhead (O/H) to (D/L + Fringe)

Level 4 – Other Direct Cost (ODC)

Level 5  - G&A Applied to Total Cost Input Base

G&A Allocation to TCI
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G&A Report
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G&A Cost Pool Detail
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B&P/IR&D Detail within G&A Cost Pool
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G&A Allocation Base (TCI)
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Poll Question #3

Does your organization have appropriate accounting practices for identifying and 
removing unallowable costs from indirect cost proposals?

A) Yes

B) No

C) I am not sure



The Uniqueness of Bid & 
Proposal Cost

As a Part of the G&A Cost Pool
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Bid & Proposal (B&P)
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• Treated like a direct project, i.e. an intermediate cost objective per CAS 420

• Establish a special job or project number for each B&P project, if applicable.

• B&P direct labor receives an application of the fringe and overhead.

• B&P ODC’s are also tracked by B&P job no.

• Independent Research & Development (IR&D) cost is treated the same as B&P
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Bid & Proposal (B&P) (continued)

44

• Total B&P project cost is comprised of: 

o Direct labor

o Applied fringe to direct labor

o Applied overhead to [direct labor + fringe]

o Other Direct Costs

• B&P is transferred in total to G&A pool 

• Allocated over the TCI or G&A base
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Bid & Proposal (B&P) (continued)
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• B&P is incurred after a bid/no-bid decision has been made by management.

• Up to the bid/no-bid decision, the initial effort is considered direct selling assigned to overhead 

and/or G&A.

• Idea: define business development as direct selling

• B&P includes technical volume of a proposal. 

• Usually the effort to prepare the cost volume requires G&A personnel and as such, since B&P will 

reside in G&A, G&A personnel do not track their labor to a B&P job number.
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Bid & Proposal (B&P) (continued)
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• Includes the cost in preparing, submitting, or supporting any bid or proposal which effort is 

neither sponsored by a grant, nor required in the performance of a contract.
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Bid & Proposal (B&P) (continued)
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Material Handling
& Subcontract Administration



GELMAN, ROSENBERG 

& FREEDMAN Certified Public Accountants
www.grfcpa.com

www.sympaq.com |

Subcontract/Material Handling

49

• Subcontract Administration is the administration of subcontractors and consultants where the 

direct subcontract and consultant costs are the allocation base.

• Material Handling pool pertains to the administration of the distribution and receipt of product

o Handling pool includes distribution, purchasing, receiving, inspection, packaging, freight in/out

o Material or products allocation base

• Presented indirect rate for negotiation
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Subcontract/Material Handling Rate
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FAR on Indirect Cost
What are the Rules
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FAR 31.203

52

• Logical cost groupings 203(c)

o Select an allocation base that is common for all cost objectives (contracts) 

o The base selected shall allocate the grouping basis of the benefits accruing to intermediate and final cost objectives

o When the outcome can be achieved by less precise methods, the number and composition of cost groupings should not 

unduly complicate the allocation
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FAR 31.203 (continued)
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• Do not fragment the base 203(d)

• Once the appropriate base for allocating indirect costs has been accepted

• The contractor shall not fragment the base by removing individual elements

o TCI vs. Value-Added

o If Total Cost Input Base is used to allocate G&A costs, the base shall include all items that bear a pro rata share of G&A cost,

whether allowable or unallowable, commercial or federal work
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FAR 31.203 (continued)
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• Separate cost groupings for offsite locations may be necessary 203(f)

• Base period for allocating indirect costs is their fiscal period for incurring and accumulating costs 

to be allocated to work performed in that period 203(g)

• Indirect costs that meet the definition of excessive pass-through charge in 52.215-53 are 

unallowable 203(i), i.e. subcontractor costs



Order of Allocating Cost
Step-Down Method
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FAR 31.203

56

• Allocation order 203(b)

• After direct costs have been charged directly to the contract

• Indirect costs are those remaining to be allocated to 

• Intermediate cost objectives: fringe, occupancy

• 2 or more final cost objectives via overhead, G&A

• No final cost objective will have indirect costs allocated if other costs for the same purpose have 

been included as a direct cost
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FAR 31.201-4 – Allocation Order
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• Incurred specifically for the contract

• Benefits both the contract and other work

• Can be distributed to them in a reasonable proportion to the benefits received

• Necessary to the overall operation of the business

• Though a direct relationship to any particular cost objective cannot be shown
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XYZ GovCon Multiple Rate Structure (FYE 12/31/15)
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Analysis of Indirect Cost
Final Thoughts
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Percent of Base Analysis – Fringe Pool Example

60

FY 2017 FY2018 Account

$1,500 15% $1,500 20% Leave

1,500 15% 2,500 33% Medical

500 5% 500 7% Payroll

$3,500 35% $4,500 60% Fringe Pool

$10,000 $7,500 Total Labor Base



GELMAN, ROSENBERG 

& FREEDMAN Certified Public Accountants
www.grfcpa.com

www.sympaq.com |

Indirect Rate Multiplier
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• Indirect Rate Loading Factor:

• Fringe (1.35) x Overhead (1.25) x G&A (1.12)  = 1.89

• For every D/L $1.00 spent, there will be an additional cost of 89¢ in burden cost.
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Final Thoughts

62

• Emerging structures

o Single overhead

o Fringe and G&A, too small for overhead

• Secrets, tips and tricks: competitiveness

o Low multipliers – drive cost direct

o Consultant market driven > actual wrap rates

• Proper design & set up per FAR 31.2 

o Full cost recovery – cost buildup

o Best model – DCAA ICE template



Questions?
We would like to hear from you!



Get in Touch

Paul H. Calabrese

Outsourced Accounting & Advisory Services Principal

pcalabrese@grfcpa.com

4550 Montgomery Avenue, Suite 650 N

Bethesda, MD 20814

301-951-9090 | www.grfcpa.com

G Chris Brown

President

cbrown@sympaq.com

15839 Crabbs Branch Way

Rockville, MD 20855

301-670-0858 | www.sympaq.com

mailto:mmusser@grfcpa.com
mailto:cbrown@sympaq.com


Join us again
February 20, 2019 | 12:00 pm – 1:30 pm

GovCon Webinar Series: Part 2 – Projecting Indirect 

Rates for Proposals and Forward Pricing

More information and registration at www.grfcpa.com/resources/webinars. 

http://www.grfcpa.com/resources/webinars


Disclaimer
This webinar is not intended as, and should not be taken as, financial, tax, accounting, legal, consulting or any other type of 

advice. While we use reasonable efforts to furnish accurate and up-to-date information, we do not warrant that any 

information contained in or made available in this webinar is accurate, complete, reliable, current or error-free. We assume no 

liability or responsibility for any errors or omissions in the content of this webinar.

The use of the information provided in this webinar does not establish any contractual or other form of client engagement 

between Gelman, Rosenberg & Freedman P.C., Aldebaron, Inc. (SYMPAQ) and the reader or user. Any U.S. federal tax advice 

contained in this webinar is not intended to be used for the purpose of avoiding penalties under U.S. federal tax law. Readers 

and users of this webinar information are advised not to act upon this information without seeking the service of a professional

accountant.


