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Agenda

ÅIntroduction

ÅHistory

ÅThe Development Process

ÅFederal Requirements ςThe Basics

ÅThe Circulars (lunch break 12:15-1:15PM)

ïCircular Content

ïSupporting Documentation

ïPreparing Overhead Schedules

ÅCommon Audit Findings

ÅConducting an Audit

ÅClosing
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Questions Answered Today

1. What are Circulars?

2. Why did ODOT choose to develop the Circulars?

3. What process was used in developing the Circulars?

4. What are the key elements of the Circulars?

5. What common audit findings are addressed in the 
Circulars?

6. How can I properly document my costs to be 
reimbursed and avoid these findings and cost 
recovery?
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History

ÅOver the past few years, there has been 
minimal railroad billing oversight provided by 
the Office of Audits.

ÅThe focus of Governor Strickland and ODOT 
Director Molitoris on multi-modal 
transportation has greatly enhanced the need 
for financial oversight.
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History

ÅAudits has observed billing errors, inconsistent 
treatment of costs, and other railroad and 
subcontractor practices that may unfairly 
burden the State.

ÅTherefore, a need for concrete ODOT/ORDC 
policy has been established.
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What Are Circulars?

ÅCirculars are official ODOT policy on the treatment of 
costs on State- and Federally-funded projects.

ïA compilation from multiple sources into a single 
set of documents.

ïInterpretation and amplification.

ÅCirculars were previously developed for Consultants 
and MPOs.

ÅCirculars go through an extensive vetting process, 
which culminates in approval by Executive 
Management and official implementation.
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Circular Development

ÅOngoing ςReview of all applicable rules, 
regulations, and standards relating to railroad 
reimbursement.

Å2007-2008 ςExtensive review of >50 railroad 
projects of varying types to identify billing 
practices, trends, common themes, and 
adherence to applicable regulations.

ÅApril 2007 ςTook part in multi-state reduction 
rate auditof Class I railroad.
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Circular Development

ÅMarch 2008 ςConducted national survey of 
State DOT billing/auditing policies.

ïResponses from 20 States.

ÅApril 2008 ςBegan first drafts of Circulars.  
Continuous revisions made through 
September, based on feedback from internal 
customers (ORDC and ODOT Rail).
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Circular Development

Å8/29/08 through 10/31/08 ςReleased 
Circulars to the railroad community for 
comment.  Solicited comments from:

ïAll Ohio Class I, II, and III railroads

ïLocal entities owning/operating track

ïMajor railroad subcontractors

ïPublic Utilities Commission of Ohio

ïOther State DOTs

ïInternal customers
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Circular Development

ÅReceived comments from seven of the 50+ 
entities from which we solicited comments.

ÅDrafted additional revisions to address 
comments provided by railroad community. 

ÅDiscussed specific major issues with 
ODOT/ORDC Executive Management.

ÅSolicited Federal guidance regarding two 
major issues.

ïUnworkedlabor and procurement card reports.
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Circular Development

Å10/14/09 through 11/13/09 ςReleased 
Circulars to railroad community for second 
and final comment period.

ÅReceived comments from three entities.

ïSimilar responses to initial comment period.

ÅNo additional changes made to the Circulars 
after second comment period.
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Circular Development

ÅOn 12/21/09, Office of Audits conducted final 
meeting with Executive Management of ODOT 
and the ORDC.

ÅAll parties were in agreement on the policies 
proposed and vetted in the Circulars.

ÅODOT Executive Management gave final 
approval to implement the Circulars on 
January 1, 2010.
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Implementation

ÅThe Circulars are located on the ODOT website 
at: 
http://www.dot.state.oh.us/Divisions/Finance
/Auditing/Pages/RailUtilities.aspx.aspx

ÅThe Circulars are in effect for all projects
authorizedon or after January 1, 2010.

ÅMost policies in the Circulars are 
amplifications of Federal regulations, and thus 
apply to all projects, regardless of 
authorization date.

http://www.dot.state.oh.us/Divisions/Finance/Auditing/Pages/RailUtilities.aspx.aspx
http://www.dot.state.oh.us/Divisions/Finance/Auditing/Pages/RailUtilities.aspx.aspx
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!ǳǘƘƻǊƛȊŀǘƛƻƴ aŜŀƴǎΧ

ODOT Authorization Letter PUCO Order
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Federal Requirements ςThe 
Basics
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Lƴ ŀ ƴǳǘǎƘŜƭƭΧ
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The FAR

ÅSubpart 31.2 of Title 48 of the Code of Federal 
Regulations, the Federal Acquisition Regulation
(FAR), governs contracts with commercial 
organizations.  This is the primary regulation dealing 
with composition of total cost, allowability, 
reasonableness, allocability, assignment of costs as 
direct or indirect, and selected areas of cost. 

ÅRailroads and their subcontractors are subject to the 
FAR, as a recipient of Federal funds. 
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¢ƘŜ C!w {ǘŀǘŜǎΧ

ά¢ƘŜ ǘƻǘŀƭ ŎƻǎǘΧƻŦ ŀ ŎƻƴǘǊŀŎǘΣ ƛǎ ǘƘŜ ǎǳƳ ƻŦ ǘƘŜ 
direct and indirect costs allocable to the 
ŎƻƴǘǊŀŎǘΣ ƛƴŎǳǊǊŜŘ ƻǊ ǘƻ ōŜ ƛƴŎǳǊǊŜŘΧƭŜǎǎ ŀƴȅ 

ŀƭƭƻŎŀōƭŜ ŎǊŜŘƛǘǎΦέ

FAR §31.201-1: Total Composition of Cost
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Direct and Indirect Costs

Direct Costs

Indirect 
Costs

Overhead
(Burden, Additive, 
Surcharge, etc.)

Direct Labor

Non-Salary Direct Costs
(Other Direct Costs)
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3 Types of Costs

ÅDirect Labor

ïLabor costs incurred by the railroad specifically for 
the project.

ïCannot benefit other projects.

ïIncludes actual labor costs for engineering, 
construction, inspection, project management, 
and billing. 
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3 Types of Costs

ÅNon-Salary Direct Costs (Other Direct Costs)

ïDirect costs attributable to the project other than 
labor. (not necessarily billable)

ïCannot benefit other projects, unless allocated to 
multiple projects.

ïIncludes employee travel costs, materials from 
railroad stores and company-owned equipment.

ïLƴŎƭǳŘŜǎ άǇŀǎǎ-ǘƘǊƻǳƎƘέ ŎƻǎǘǎΣ ǎǳŎƘ ŀǎ 
subconsultants, subcontractors,  material 
purchases, equipment rentals, etc.



23

Billable vs. Direct Costs

ÅDirect project costs must be 
allocated/costed/assigned directly to the project, 
regardless of whether it is billable.

ÅDirect does not necessarily mean billable.

ÅWhether a cost is direct is primarily determined by 
ǘƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ǇƻƭƛŎƛŜǎΦ

ÅWhether a cost is billable is determined by the terms 
of the contract and applicable regulations.



24

Billable vs. Direct Costs

ÅUnbillabledirect costs cannot be moved to 
another project or shifted to overhead.

ÅLosses on projects cannot be shifted to 
overhead.

ÅDirect project costs must be 
allocated/costed/assigned to lump sum 
projects in the same manner as actual cost 
projects.
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Examples of UnbillableDirect Costs

ÅCosts that do not comply with the contract ς

ïActual labor rates in excess of negotiated labor 
rates.

ïCosts in excess of a negotiated maximum fee.

ïBetterments not approved for reimbursement by 
ODOT/ORDC.

ÅCosts that do not comply with Regulations ς

ïCosts in excess of the Federal Travel Regulation.

ïAlcohol.
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3 Types of Costs

ÅIndirect Costs (Overhead)

ïSynonymous with burden, surcharge, additive.

ïCosts benefitting multiple (or all) projects, but 
cannot be specifically linked to a single project.

ïFringe Benefits (eligible for reimbursement).

ïLiability Insurance (eligible).

ïGeneral and Administrative (G&A) Overhead.

ÅIn accordance with 23 CFR 140.907(a), ODOT has 
elected not to reimburse railroadsfor these costs.
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The FAR!ƭǎƻ {ǘŀǘŜǎΧ

ÅCosts claimed must be incurred and allowable.  
In order to be allowable, the cost must also 
be: 

ïAllocable,

ïReasonable,

ïWithin the terms of the contract, and

ïWithin any limitations established in Part 31 of the 
FAR.
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Application of Federal Guidance

ÅAre transactions supported by source 
documents (incurred/exist)?

ïTimesheets, expense reports, vendor invoices

ÅAre costs allocable to the project?

ïCausal/beneficial relationship

ïDirect, indirect, neither?



29

More on Allocability

Å²ƘŜƴ ŀ Ŏƻǎǘ ƛǎ ƛƴŎǳǊǊŜŘΣ ŘƻŜǎ ƛǘ ōŜƴŜŦƛǘΧ

ïA single project?

ÅDirect project cost, 100% applied to that project.

ïMultiple projects?

ÅAllocated to each benefitting project in proportion to 
the benefit received.

ïAll projects?

ÅOverhead
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Allocation Examples

ÅSingle project (direct) allocation

ïBob works 8 hours on project X

ïJeff is a paid a meal per diem associated with work 
performed solely on project X

ïABC Railroad purchases materials used solely on 
project X

ïConsultant Y prepares plans for project X

ïContractor Z install new lights and gates on project 
X
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Allocation Examples

ÅMultiple project (direct) allocation

ïABC Railroad rents a backhoe for a month, in 
which the backhoe was used on 4 projects.

ïConsultant Y performs general engineering 
services for the month of January, and invoices 
ABC railroad for work performed on 12 projects.

ïStacie works 4 hours each on two projects today.

ïCrew X is paid a weekly per diem for travel costs.  
Crew X works on 3 different projects during the 
week.
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Allocation Examples

ÅOverhead (indirect) allocation

ïThe CEO of ABC Railroad is paid a $150,000 salary 
for 20XX.

ïABC Railroad pays rent for its corporate 
headquarters.

ï! ƭŜŀǎŜŘ CƻǊŜƳŀƴΩǎ ǘǊǳŎƪ ƛǎ ŘŜƭƛǾŜǊŜŘ ǘƻ !./ 
Railroad.

ïABC Railroad pays corporate taxes.

ïABC Railroad contracts with a marketing firm to 
conduct an ad campaign.
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Unallocable Costs

ÅExamples of costs which do not benefit 
government contracts in any way.

ï.ƻō ǿƻǊƪǎ ƻƴ tǊƻƧŜŎǘ ¸Φ  !ŎŎƻǊŘƛƴƎƭȅΣ .ƻōΩǎ ƭŀōƻǊ ƛǎ 
not allocable to project X.

ï/ƻǎǘǎ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ !./ wŀƛƭǊƻŀŘΩǎ ƻǿƴŜǊǎƘƛǇ ƻŦ 
a trucking company.

ïA $20 late fee for past due payment of vendor 
invoice.
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Application of Federal Guidance

ÅAre the costs allowable?

ï23 CFR 140 and 646

ïFAR Part 31

ïRailroad Audit Circulars

ÅAre the costs reasonable?

ïPrudent person test

ÅAre costs equitably assigned to individual 
projects, or public vs. private?

ÅHave the costs been properly valued?
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The Circulars
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The Circulars

ÅNo. 1 ςDefinitions, Audit Authority, and 
Guidance on Computing Overhead Rates

ÅNo. 2 ςTravel, Meal and Lodging Costs

ÅNo. 3 ςLabor Costs

ÅNo. 4 ςSubcontracted Costs

ÅNo. 5 ςFinal Invoicing Procedures

ÅNo. 6 ςEquipment

ÅNo. 7 ςMaterials
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Circular No. 1 ςDefinitions, Audit 
Authority, and Guidance on 
Computing Overhead Rates
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General Premise

ÅProvides definitions and general concepts 
used throughout the Circulars.

Å9ǎǘŀōƭƛǎƘŜǎ h5h¢Ωǎ ŀǳǘƘƻǊƛǘȅ ǘƻ ŎƻƴŘǳŎǘ 
audits.

ÅProvides guidance on developing an overhead 
rate and establishes relevant regulations 
applicable to those rates.

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead



39

Important Regulations

ÅTitle 23 of the Code of Federal Regulations: 
Highways

ï23 CFR 140, Subpart I: Railroad Reimbursement

ÅOutlines how railroads are reimbursed on Federal-Aid 
projects.

ï23 CFR 646, Subpart B: Railroads

ÅOutlines policies and procedures for advancing Federal-
Aid railroad projects.

ÅIncorporates 23 CFR 140 by reference.  

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Important Regulations

ÅTitle 48 of the Code of Federal Regulations: 
¢ƘŜ CŜŘŜǊŀƭ !Ŏǉǳƛǎƛǘƛƻƴ wŜƎǳƭŀǘƛƻƴ όάC!wέύ

ï48 CFR 31: Contract Cost Principles and 
tǊƻŎŜŘǳǊŜǎ όάC!w tŀǊǘ омέύ

ÅDiscusses allowability, allocability, and reasonableness 
of cost; proper charging of costs as direct or indirect; 
and specific elements of cost.

ÅApplies to all Federal-Aid contracts when reimbursing 
commercial (for-profit) entities.

ÅIncorporated by reference into 23 CFR 140.

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Important Regulations

ÅCost Accounting Standards (CAS)

ïCodified in 48 CFR 99.

ïIncluded in FAR Appendix.

ïIncorporated by reference into FAR Part 31.

ÅSome contracts subject to full CAS coverage, and some 
to partial CAS coverage.

ïAllocating Costs.

ïhǾŜǊƘŜŀŘκ/ƻǎǘ άŘǊƛǾŜǊǎΦέ

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Important Regulations

ÅFederal Travel Regulation (FTR)

ïά¢ƘŜ C¢w ƛǎ ǘƘŜ ǊŜƎǳƭŀǘƛƻƴ ŎƻƴǘŀƛƴŜŘ ƛƴ пм /ƻŘŜ ƻŦ 
Federal Regulations (CFR), Chapters 300 through 
304, that implements statutory requirements and 
Executive branch policies for travel by federal 
civilian employees and others authorized to travel 
ŀǘ ƎƻǾŜǊƴƳŜƴǘ ŜȄǇŜƴǎŜΦέ

ïIncorporated in FAR Part 31.

ÅFAR 31.205-46(a)(2)(i)

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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The DCAA

ÅDefense Contract Audit Agency (DCAA)

ïThe preeminent Federal agency that conducts 
audits and provides interpretive guidance of 
Federal regulations.

ïContract Audit Manual (CAM)

ÅInterprets provisions in the FAR, including 48 CFR 31.

ïDCAA Pamphlet (DCAAP) 7641.90: Information for 
Contractors

ÅIncludes guidance on proper timekeeping procedures 
(Chapter 2-302).

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Additional Concepts

ÅFor the purposes of the Circulars, all costs are 
treated the same, regardless of funding 
source.  

ÅTherefore, State- and Federal-Aid projects 
must comply with the same standards.

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Ohio Rail Structure

ÅODOT ςGrade separations and rail-related 
work incidental to highway projects.

ÅORDC ςEconomic development and safety.

ïGrants, loans, other assistance to promote 
economic development.

ïSafety (Crossbucks, signs/signals, closures, 
resurfacing).

ÅSection 130 and other Federal highway funds.

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Ohio Rail Structure

ÅPublic Utilities Commission of Ohio (PUCO)

ïRegulation.

ïState-funded safety projects.

ÅFunded by Excise Taxes.

ÅWork in conjunction with local agencies.

ïOrders grade crossing modifications, as required 
by the Ohio Revised Code.

ÅOther (Local)

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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ODOT, ORDC, and the MOU

ÅThe Ohio Rail Development Commission (ORDC) is an 
independent commission within ODOT, created in 
1994 under Ohio Revised Code Chapter 4981.

ÅThe Commission'smission is to plan, promote, and 
implement the improved movement of goods and 
people faster and safer on a rail transportation 
network connecting Ohio to the nation and the 
world.

ïGrant, loans and other assistance to facilitate economic 
development.

ïSafety projects/Federal Funds.

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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ODOT, ORDC, and the MOU

ÅThrough a Memorandum of Understanding 
(MOU), ODOT conducts certain services for 
the ORDC, including conducting audits.

ÅAccordingly, ODOT conducts audits of ORDC 
andODOT projects, including  Section 130and 
other Federally-funded projects, grade 
separations, resurfacing, bridge 
rehabilitations, and others. 

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Audit Authority

ÅODOT is granted the authority to conduct 
railroad audits in accordance with 23 CFR 
140.900(c).

Å23 CFR 140 also establishes an audit period of
three yearsafter receipt of final payment by 
the railroad.  Therefore, the railroad must 
maintain adequate records to support any 
claimed costs for that period of time.

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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General Overhead Concepts

ÅODOT/ORDC does not pay G&A Overhead to 
railroads.

ÅCosts included in overhead must be actually 
incurred.

ÅOverhead costs are subject to the cost principles in 
FAR Part 31.

ÅRecords relating to overhead must be made available 
at a single location for auditor review.

ÅRates must be adjusted annually.

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Eligible Overhead (for Railroads)

ÅPublic Liability and Property Damage 
Insurance.

Å²ƻǊƪŜǊǎΩ /ƻƳǇŜƴǎŀǘƛƻƴΦ

ÅPayroll Taxes (FICA, FUTA, SUTA, Medicare, 
etc.).

ÅRetirement.

ÅOther fringe benefits provided by company 
policy or union agreement.

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Calculating Overhead (Railroads)

ÅCapture the account balances of all allowable 
fringe benefits and insurance from your 
ǊŀƛƭǊƻŀŘΩǎ ƎŜƴŜǊŀƭ ōƻƻƪǎ ƻŦ ŀŎŎƻǳƴǘΦ

ïGeneral ledger

ïTrial Balance

ïIncome Statement (Detailed)

ÅCapture the total labor costs of the railroad or 
specific labor class.

ïAbove Financial Document

ïPayroll Reports

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Calculating Overhead (Railroads)

ÅReview indirect costs to determine compliance 
with Cost Principles in the FAR.

ïAllocable to Government work

ïAllowable under the FAR

ïReasonable

ÅRemove costs which do not meet the above 
criteria.

ÅGenerally, fringe benefits are allowable, with 
minor exceptions.

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Account 

No. Account Description

 Total Costs Per 

General 

Ledger/Income 

Statement 

 Unallowable 

Costs Note(s)  Allowable Costs 

Percentage 

of Direct 

Labor

1000 Total Labor: Maintenance of Way 5,300,000         -              5,300,000         100.00%

Allocable Fringe Benefits and Other Allowable Overhead: Maintenance of Way

2001 Vacation and Other Paid Leave 237,500            -              237,500            4.48%

2002 Holiday Pay 165,300            -              165,300            3.12%

2003 Supplemental Sickness 47,000              -              47,000              0.89%

3001 FICA 397,500            -              397,500            7.50%

3002 Workers' Compensation 565,000            -              565,000            10.66%

3003 FUTA 51,000              -              51,000              0.96%

3004 SUTA 371,000            -              371,000            7.00%

4001 Health and Welfare Insurance 1,015,000         -              1,015,000         19.15%

4002 Railroad Retirement and Unemployment Insurance 1,130,000         (200,000)      1 930,000            17.55%

5001 Small Tools 61,150              (1,350)          2 59,800              1.13%

5002 Training and Safety 72,350              -              72,350              1.37%

Total Fringe Benefits 4,112,800         (201,350)      3,911,450         73.80%

Allocable Liability Insurance: Maintenance of Way

5001 Liability Insurance Expense 848,000            -              848,000            16.00%

Overhead Rates (as a percentage of total labor cost)

Fringe Benefits 73.80%

Liability Insurance 16.00%

Notes:

ODOT Railroad Audit Circular Attachment 1-1: Sample Overhead Schedule

Sample Railroad Company, Inc.

Statement of Labor, Fringe Benefits, and Liability Insurance: Maintenance of Way

For the Year Ended December 31, 2008

(1) Pension costs assigned to the accounting period but not funded during the same accounting period are disallowed per FAR 31.205-

6(J)(2)(i).

(2) Small tools charged directly to projects are disallowed per FAR 31.202.

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Calculating Overhead (Railroads)

ÅThe railroad should always use rates based on 
actual costs developed from the most recently 
closed fiscal year.

ÅRates should be update annually.

ÅOnce a new rate has been developed and 
accepted, the rate should immediately be in 
effect.

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Calculating Overhead (Railroads)

ÅClass I Railroads are audited by their home 
state DOTs.

ïNo requirement to prepare or submit overhead 
rate(s) for ODOT approval.

ïODOT should be informed timely of rates 
approved by home state DOTs.

ÅAlternative overhead method to be discussed 
with Circular No. 4 material.

ïOnly to be used when a railroad or subcontractor 
cannot support its overhead rate(s).

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Vehicles and Equipment Additives

ÅA railroad may elect to charge vehicle and/or 
equipment usage as an additive rate in lieu of 
actual cost.

ÅTo be discussed further in Circular No. 6.

ODOT Railroad Audit Circular No. 1 ïDefinitions, Audit Authority, and Overhead
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Circular No. 2 ςMeals, Lodging, 
and Transportation Costs
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Circ. 2 ςGeneral Premise

ÅDiscusses allowabilityof costs for meals, 
lodging, vehicle mileage, and airfare.

ÅCosts must be reasonable.

ÅCosts must be in compliance with internal 
railroad policy, union agreement, or FTR 
(when applicable).

ÅCosts claimed must be equitable on all 
projects, public and private.

ÅAlcohol and tobacco are non-reimbursable.

ODOT Railroad Audit Circular No. 2 ïMeals, Lodging and Transportation
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Railroad/Union Policies

ÅGenerally, ODOT will accept railroad/union 
policies for meals and lodging, however ς

ïCosts must be reasonable.

ïEmployees must be in travel status.

ïPolicies lacking explicit cost limitations will be 
limited to the FTR CONUS rates.

ïFor audit purposes, receipts are required in 
conformance to the RR/union policy.

ïReceipts are required for all transactions 
exceeding $75.00.

ODOT Railroad Audit Circular No. 2 ïMeals, Lodging and Transportation
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FAR 31.205-46(a)(2)

άΧcosts incurred for lodging, meals, and
incidentalexpensesΧshall be consideredto be
reasonableand allowable only to the extent
that they do not exceedon a daily basisthe
maximumper diem rates in effect at the time
of travelassetforth in the --

(i) FederalTravelRegulation,prescribedby the
GeneralServicesAdministrationΧέ

ODOT Railroad Audit Circular No. 2 ïMeals, Lodging and Transportation
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No Railroad/Union Policies

ÅWhere the railroad has no formal travel policy 
for travel costs, ODOT will audit to the explicit 
requirements of the FTR. 

ïMust be in travel status.

ïLodging and meals are limited to the applicable 
CONUS rates.

ïAdjustments are necessary for first and last day.

ïPer diems may be fixed or actual cost.

ïReceipts are required for any actualcost or 
amounts exceeding $75.00.

ODOT Railroad Audit Circular No. 2 ïMeals, Lodging and Transportation
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Ohio Per Diem Rates

        

Akron  Summit   91   51   142 38.25 

Cant on  St ark  93   51   144 38.25 

Cincinnat i  Hamilt on and Clermont   115   56   171 42.0 

Cleveland  Cuyahoga  109   56   165 42.0 

Columbus  Franklin  101   56   157 42.0 

Dayt on /  Fairborn  Greene, Darke and Mont gomery  82   56   138 42.0 

Hamilt on  But ler and Warren  91   51   142 38.25 

Ment or  Lake  92   46   138 34.5 

Rit t man  Wayne and Medina  86   51   137 38.25 

Sandusky /  Bellevue  Erie and Huron  100   46   146 34.5 

Toledo  Lucas  81   51   132 38.25 

Youngst own  Mahoning and Trumbull  85   51   136 38.25 

 

NOTE: If neither the city nor the county is listed, the location is a 

standard CONUS destination with a rate of $70.00 for lodging and 

$46.00 for meals and incidental expenses (M&IE).

ODOT Railroad Audit Circular No. 2 ïMeals, Lodging and Transportation
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Meal Reimbursement Flowchart

ODOT Railroad Audit Circular No. 2 ïMeals, Lodging and Transportation
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Vehicle Mileage

ÅReimbursement of vehicle mileage is limited 
to ς

ïThe IRS/GSA mileage rate in effect at the time the 
travel took place.

Å$0.50/mile effective January 1, 2010.

ïThe actual cost to own, operate, and maintain the 
vehicle(s).

ÅRequires documentation of costs and miles driven to 
support the costs.

ïThe terms of the Contract (if applicable).

ODOT Railroad Audit Circular No. 2 ïMeals, Lodging and Transportation
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Airfare

ÅAirfare costs claimed must be the lowest 
available coach-class fare.

ïFirst/Business Class is not permitted.

ODOT Railroad Audit Circular No. 2 ïMeals, Lodging and Transportation
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Supporting Costs

ÅSigned and approved expense reports.

ïDates of travel.

ïName(s) of employees.

ïPurpose of travel.

ïMiles driven and rates.

ÅSource receipts.

ïSummary receipts are not acceptable.

ÅItineraries, e-tickets, boarding passes.
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ODOT Railroad Audit Circular No. 2 ïMeals, Lodging and Transportation
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Shows tip and 
total amount 

paid.

Shows items 
purchased.

Bad Example Good Example
ODOT Railroad Audit Circular No. 2 ïMeals, Lodging and Transportation
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Circular No. 3 ςLabor Costs
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! [ƛǘǘƭŜ aƻǊŜ !ǳŘƛǘƻǊ IǳƳƻǊΧ
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Circ. 3 ςGeneral Premise

ÅInterprets language of 23 CFR 140.906(a).

ÅDiscusses types of labor reimbursable on 
railroad projects.

ÅDiscusses development and allowabilityof 
labor additives (overhead).

ÅAddresses additional audit scrutiny of labor 
costs and upchargesby ODOT.

ÅProvides guidance on proper timekeeping 
procedures.
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23 CFR 140.906(a)

ά{ŀƭŀǊƛŜǎ ŀƴŘ ǿŀƎŜǎΣ ŀǘ ŀŎǘǳŀƭ ƻǊ ŀǾŜǊŀƎŜ ǊŀǘŜǎΣ 
and related expenses paid by a company to 
individuals, for the time they are working on 

the project, are reimbursable when supported 
ōȅ ŀŘŜǉǳŀǘŜ ǊŜŎƻǊŘǎΦέ
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{ŀƭŀǊƛŜǎ ŀƴŘ ǿŀƎŜǎΣ ŀǘ ŀŎǘǳŀƭ ƻǊ ŀǾŜǊŀƎŜ ǊŀǘŜǎΧ

ÅRailroad/subcontractor employees may be 
paid salaries (salaried personnel) or wages 
όƘƻǳǊƭȅ ǇŜǊǎƻƴƴŜƭύ ŀǘ ǘƘŜ ŜƳǇƭƻȅŜŜΩǎ ŀŎǘǳŀƭ 
pay rate at the time the labor was incurred, or 
an average rate, representative of wages paid 
to all employees within a job classification.
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Example ςSalaried Personnel

ÅAssume Bob Smith, railroad supervisor, is paid 
an annual salary of $62,400/year, and Bob is 
paid bi-weekly (26 pay periods).

Å.ƻōΩǎ ōƛ-weekly salary is $2,400 ($62,400 ÷ 26 
bi-weekly pay periods).

ÅDuring the current pay period, Bob works 100 
hours.

Å¢ƘŜǊŜŦƻǊŜΣ .ƻōΩǎ ŜŦŦŜŎǘƛǾŜ ƘƻǳǊƭȅ ǊŀǘŜ ƛǎ 
$24/hour ($2,400 ÷ 100 hours).
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Example ςAverage Rates

ÅAssume ABC Railroad employs 4 signalmen.

ïSignalman A works full time (2,080 hours per year) 
and earns $25/hour.

ïSignalman B works full time and earns $26/hour.

ïSignalman C works full time and earns $23/hour.

ïSignalman D works part time (1,040 hours per 
year) and earns $20/hour.
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Example ςAverage Rates

ÅSignalman A: 2,080 x $25 = $52,000

ÅSignalman B: 2,080 x $26 = $54,080

ÅSignalman C: 2,080 x $23 = $47,840

ÅSignalman D: 1,040 x $20 = $20,800

ÅTotal hours worked = 7,280

ÅTotal wages paid = $174,720

ÅAverage Rate = $24/hour ($174,720 ÷ 7,280)

ÅTherefore, ABC Railroad charges $24/hour for all 
signalman labor on all projects.
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ΧŀƴŘ ǊŜƭŀǘŜŘ ŜȄǇŜƴǎŜǎΧ

ÅRelated expenses include ς

ïTravel costs necessitated by the project.

ÅMeals, lodging, vehicle mileage, airfare, as provided by 
union agreement or formal company policy.

ïOther labor-related payments made to employees 
directly related to time worked on the project, per 
union agreement or formal company policy.

ÅLabor differentials, calamity pay, etc.

ÅaƻǊŜ ŘƛǎŎǳǎǎƛƻƴ ǘƻ ŎƻƳŜΧ
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ΧŦƻǊ ǘƛƳŜ ǘƘŜȅ ŀǊŜ ǿƻǊƪƛƴƎ ƻƴ ǘƘŜ ǇǊƻƧŜŎǘΧ

ÅGenerally, the following types of labor are 
reimbursable ς

ïEngineering labor

ïField labor (signalmen, flaggers, etc.)

ïSupervisory labor

ïInspection

ïProject management

ïBilling labor
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ΧŦƻǊ ǘƛƳŜ ǘƘŜȅ ŀǊŜ ǿƻǊƪƛƴƎ ƻƴ ǘƘŜ ǇǊƻƧŜŎǘΧ

ÅNote that any labor charged should be 
included in project estimates and/or pre-
approved by ODOT/ORDC.

ÅODOT Audits places additional scrutiny on 
types of labor not included in the estimate, 
unexplained deviations in expected hours 
worked, or unanticipated overtime.
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ΧŦƻǊ ǘƛƳŜ ǘƘŜȅ ŀǊŜ ǿƻǊƪƛƴƎ ƻƴ ǘƘŜ ǇǊƻƧŜŎǘΧ

ÅMinimum Shift Pay

ïMinimum number of labor hours paid in a day, 
regardless of actual number of hours worked on 
project.

ïPaid in accordance with Union-negotiated 
agreement or formal company policy.

ÅFor example, signalmen are paid a minimum of 8 hours 
per day, even if the project was completed in 4 hours.
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ΧŦƻǊ ǘƛƳŜ ǘƘŜȅ ŀǊŜ ǿƻǊƪƛƴƎ ƻƴ ǘƘŜ ǇǊƻƧŜŎǘΧ

ÅMinimum Shift Pay

ïGenerally, these costs are allowable, if the 
ŎƻƳǇŜƴǎŀǘƛƻƴ ƛǎ ŜǎǘŀōƭƛǎƘŜŘ ǳƴŘŜǊ ŀƴ ŀǊƳΩǎ 
length labor-management agreement.

ïHowever, because these labor hours were not 
worked directly on the project, they do not meet 
the standards of a direct cost, per FAR Part 31 and 
23 CFR 140.

ïAccordingly, these costs must be classified as 
indirect labor, and placed in general and 
administrative overhead.
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ΧǿƘŜƴ ǎǳǇǇƻǊǘŜŘ ōȅ ŀŘŜǉǳŀǘŜ ǊŜŎƻǊŘǎΦ

ÅTimesheets, timesheets, timesheets!

ïLabor without supporting timesheets cannot be 
reimbursed.

ïTimesheets may be completed manually or 
electronically.

ïDaily diaries do not supplant the need for 
timesheets.  The source document that should be 
ǳǎŜŘ ōȅ ǇŀȅǊƻƭƭ ƛǎ ǘƘŜ ŜƳǇƭƻȅŜŜΩǎ ǎƛƎƴŜŘ ŀƴŘ 
approved timesheet.
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Timekeeping Guidance

ÅDCAAP 7641.90: Information for Contractors

Åhttp://www.dcaa.mil/dcaap7641.90.pdf

ÅChapter 2-302: Labor Charging System

ïThe definitive Federal guidance on timekeeping 
procedures and controls on labor charges.

ïAddresses issues such as timecard preparation 
and recommended timekeeping policies.  
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DCAAP 7641.90 Highlights

ÅOrganizations should always have formal 
timekeeping procedures.

ÅTime should be recorded daily in ink (manual 
timesheets).

ÅTime should be distributed to specific projects 
or activities (general office, marketing, sick 
leave, etc.).

ÅThe organization should make these project or 
activity numbers available to employees.
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DCAAP 7641.90 Highlights

ÅWhen correcting timesheets, errors should be 
ƭƛƴŜŘ ǘƘǊƻǳƎƘΣ ǿƛǘƘ ǘƘŜ ŜƳǇƭƻȅŜŜΩǎ ƛƴƛǘƛŀƭǎ 
next to the correction.

ïThe employee must make his/her own 
corrections.

ÅAll hours worked, whether paid, must be 
recorded.

ïNot recording all hours can adversely affect pay 
rates and overhead.
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DCAAP 7641.90 Highlights

ÅTimesheets should be signed by the employee 
and cosigned (approved) by his/her 
supervisor.

ÅSupervisors should not complete employee 
timesheets unless the employee is on a 
prolonged absence.

ïThe employee should submit a timesheet upon 
return to work.
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Sample Timesheet

ODOT Railroad Audit Circular No. 3 ïLabor Costs

Employee ID#:  307295

Employee Name:  Tom Smith

Pay Period Ending:  3/12/2010

Project Work Wed Thu Fri Sat Sun Mon Tue Wed Thu Fri Sat Sun Mon Tue Wed Project

Project #Description Code 4/1/09 4/2/09 4/3/09 4/4/09 4/5/09 4/6/09 4/7/09 4/8/09 4/9/09 4/10/09 4/11/09 4/12/09 4/13/09 4/14/09 4/15/09 Subtotal

1234-56 FRA-270 3000 1.5 3.25 1.75 6.25 8.5 11 4.5 1 6 43.75

2345-67 GRE-675 3000 0.5 1.25 1.75 1.5 1 3.5 9.5

4987-52 CUY-71 3000 0.25 6 4.5 1.25 12

ADMIN Meeting 1001 4 0.5 4.5

2245-78 MOT-Main 3000 5 0.75 5.75

ADMIN Other 1002 0.5 2 2.5

LEAVE Sick 1101 8 8

2258-41 AUG-SR 10 3000 3 0.25 1.5 1.25 4 0.5 10.5

9 8.5 8 0.5 1.25 8 7.75 8.5 8 11 0 0 8 8 10 96.5

Timesheet Signed By: Tom Smith Date: 4/16/09

Timesheet Approved By:Brooke Hill Date: 4/17/09

Timesheet Processed By:Adam Johnson Date: 4/19/09

Daily Subtotal

ABC Railroad

Bi-Monthly Timesheet
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Evaluating Labor Costs

ÅWas the use of labor the most cost-efficient 
method to complete the project?

ÅWere labor costs necessary to complete the 
projects?

ÅIs the use of labor hours/overtime equitable, 
when comparing public and private projects?

ÅAre overtime costs equitably assigned to 
multiple projects during the week?
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Circular No. 4 ςSubcontracted 
Costs
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Synonymous Terms

ÅFor the purpose of this Circular, the following 
terms refer to organizations performing work 
on behalf of the railroad ς

ï(Sub)Contractor

ï(Sub)Consultant

ïVendor
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Circ. 4 ςGeneral Premise

ÅSelection and procurement of subcontracted 
engineering and construction services.

ÅAlternative methods for labor rates and 
overhead (including examples).

ÅGeneral audit considerations ςlow bids and 
continuing contracts.

ÅFixed Fees ςReasonableness.
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Engineering Services

Å23 CFR 646.216(b) requires that engineering 
be accomplished by one of the following:

ïUse of State or Railroad engineering forces;

ïUse of a consultant selected by the State (with 
railroad concurrence) in which the contract is 
administered by the State; or

ïUse of a consultant selected by the Railroad (with 
State concurrence) in which the contract is 
administered by the Railroad.
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Engineering Services

ÅWhen the railroad selects a consultant to perform 
engineering services on its behalf, it is important that 
the State approves the consultant because ς

ïThe consultant may be barred from working on State-
or Federally-funded contracts.

ïThe rates proposed by the consultant may be 
unreasonable or in excess of Federal regulations.

ÅWhen the Railroad selects a consultant without 
State approval, the Railroad runs the risk of not 
being reimbursed for certain costs.
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Engineering Services

ÅAmounts paid to consultants must mirror what the 
State would pay the consultant, as if it was under 
contract directly with the State.

ÅPre-qualified consultants must use ODOT accepted 
overhead rates or loadedlabor rates that produce 
similar results.

ÅConsultants who are not pre-qualified with ODOT 
must use overhead rates in compliance with the cost 
principles in FAR Part 31, as required by 23 USC 112.
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Construction

Å23 CFR 646.216(f) requires that engineering 
be accomplished by one of the following:

ïRailroad forces;

ïContracting with the lowest qualified bidder;

ïExisting continuing contract, at reasonable cost; or

ïContract without competitive bidding, for minor 
work, at reasonable cost.

ÅMinor work = $5,000 per vendor per project
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Low Bids

ÅLow bids must be for a lump sum amount.

ïNo actual cost or unit rates are permitted.

ÅThe railroad may select a bidder other than the 
lowest bidder; however, the reimbursable amount is 
limited to the lowest bid cost. Any cost in excess of 
the low bid amount will be borne by the Railroad.

ÅA minimum of three qualified bidders is required.

ÅA template with cost detail should be used by the 
railroad.
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Low Bids

ÅIneligible costs cannot be included in the bid 
package.

ÅThe subcontractor to whom the contract is 
awarded should perform a majority of the 
work.
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Continuing Contracts

Åaǳǎǘ ōŜ ōƛƭƭŜŘ ŀǎ άŎƻǎǘ-plus fixed-ŦŜŜέ ƻǊ ǳƴƛǘ 
rate agreement.

ÅODOT will hold the Railroad to the explicit 
terms of the contract.

ÅIneligible costs incurred by the subcontractor 
will not be reimbursed by ODOT.

ÅSubcontractors, as a for-profit recipient of 
Federal-Aid, are subject to FAR Part 31.
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Continuing Contracts

ÅCopies of continuing contracts may be 
requested by ODOT or ORDC and kept on file, 
as needed.

ïTo determine compliance with terms of the 
contract.

ïTo ensure unreasonable and/or ineligible costs are 
not included in the contract.
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Fixed Fees

ÅAs a general premise, fees (profit) earned 
under unit rate/cost-plus contracts must be 
reasonable.

ÅODOT has determined that fees on actual cost 
contracts should not exceed 10% of direct 
labor and overhead.

ÅThis policy is in alignment with fees paid to 
consultants, as stated in the Specifications for 
Consultant Services.
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Sample Approved Estimate
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Sample Final Invoice

Note ï

Assume 

one final 

invoice 

reflecting 

all project 

costs.

The fixed fee is pre-

determined at the 

estimating stage.  This 

fee is a guaranteed, 

fixed amount paid to 

the subcontractor 

pending completion of 

the project. If the 

subcontractor 

completes the project 

under budget, its 

effective rate of profit 

will exceed 10%.
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FAR Part 31

ÅTitle 48 of the Code of Federal Regulations: 
¢ƘŜ CŜŘŜǊŀƭ !Ŏǉǳƛǎƛǘƛƻƴ wŜƎǳƭŀǘƛƻƴ όάC!wέύ

ï48 CFR 31: Contract Cost Principles and 
tǊƻŎŜŘǳǊŜǎ όάC!w tŀǊǘ омέύΦ

ÅDiscusses allowability, allocability, and reasonableness 
of cost; proper charging of costs as direct or indirect; 
and specific elements of cost.

ÅApplies to all Federal-Aid contracts when reimbursing 
commercial (for-profit) entities.

ÅIncorporated by reference into 23 CFR 140.
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FAR Part 31

ÅIndirect (Overhead Costs) Include:

ïFringe Benefits (see Circular No. 1)

ÅPayroll taxes, retirement, paid leave, etc.

ïPublic Liability Insurance

ïGeneral and Administrative (G&A) Overhead

ÅCosts incurred that are necessary to the overall 
operation of the organization

ÅManagement labor

ÅOccupancy Costs

ÅOthers
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Circ. 4 ςCalculating Overhead (Sub)

ÅCapture the account balances of all allowable 
ƛƴŘƛǊŜŎǘ Ŏƻǎǘǎ ŦǊƻƳ ǘƘŜ ǎǳōŎƻƴǘǊŀŎǘƻǊΩǎ ƎŜƴŜǊŀƭ 
books of account.

ïGeneral ledger

ïTrial Balance

ïIncome Statement

ÅCapture the total direct labor costs of the 
company.

ïAbove Financial Document

ïPayroll Reports
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Circ. 4 ςCalculating Overhead (Sub)

ÅReview indirect costs to determine compliance 
with Cost Principles in the FAR.

ïAllocable to Government work

ïAllowable under the FAR

ïReasonable

ÅRemove costs which do not meet the above 
criteria.

ÅMost unallowable costs are within General 
and Administrative (G&A) Overhead.
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Account 

No. Account Description

 Total Costs Per 

General 

Ledger/Income 

Statement 

 Unallowable 

Costs Note(s)  Allowable Costs 

Percentage 

of Direct 

Labor

1000 Direct Labor 7,150,000          -              7,150,000          100.00%

Fringe Benefits and Other Allowable Overhead

2001 Vacation and Other Paid Leave 235,000            -              235,000            3.29%

2002 Holiday Pay 146,000            -              146,000            2.04%

2003 Supplemental Sickness 43,000              -              43,000              0.60%

3001 Health and Welfare Insurance 685,000            -              685,000            9.58%

3002 Retirement and Unemployment Insurance 525,000            -              525,000            7.34%

3500 FICA 397,500            -              397,500            5.56%

3600 Workers' Compensation 565,000            -              565,000            7.90%

3700 FUTA 51,000              -              51,000              0.71%

3800 SUTA 371,000            -              371,000            5.19%

4001 Small Tools 511,150            -              511,150            7.15%

4002 Training and Safety 62,350              -              62,350              0.87%

Total Fringe Benefits 3,592,000          -              3,592,000          50.24%

Liability Insurance

5001 Liability Insurance Expense 875,750            -              875,750            12.25%

General and Administrative Overhead (Note: Only subcontractors are eligible for reimbursement)

6001 Indirect Labor Expense 2,365,000          (118,000)      1 2,247,000          31.43%

6002 Rent Expense 412,590            -              412,590            5.77%

6003 Maintenance and Repairs Expense 108,400            -              108,400            1.52%

6004 Travel Expense 97,465              -              97,465              1.36%

6005 Telephone Expense 119,785            (3,000)         2 116,785            1.63%

6006 Other Utility Expense 178,000            -              178,000            2.49%

6007 Printing Expense 165,000            -              165,000            2.31%

6008 Tax Expense 179,645            (150,000)      3 29,645              0.41%

6009 Depreciation and Amortization Expense 216,000            (15,000)        4 201,000            2.81%

6010 Advertising Expense 88,650              (67,500)        5 21,150              0.30%

7001 Employee Training and Recruiting 117,500            -              117,500            1.64%

7002 Professional Development Expense 38,900              -              38,900              0.54%

7003 Interest Expense 900,000            (900,000)      6 -                   0.00%

7004 Bad Debt Expense 47,500              (47,500)        7 -                   0.00%

7005 Legal Fees 112,300            (78,000)        8 34,300              0.48%

7006 CADD Expense 675,250            (50,000)        9 625,250            8.74%

7007 Automobile Expense 170,600            (11,850)        4 158,750            2.22%

7008 Fuel Expense 89,250              (6,200)         4 83,050              1.16%

7009 Office Supplies Expense 600,000            (18,000)        10 582,000            8.14%

7010 Miscellaneous Expense 375,450            (75,000)        11 300,450            4.20%

Total General and Administrative Overhead 7,057,285          (1,540,050)   12 5,517,235          77.16%

Overhead Rates (as a percentage of direct labor cost)

Fringe Benefits 50.24%

Liability Insurance 12.25%

General and Administrative Overhead (Railroad Ineligible) 77.16%

Notes:

(9) Direct CADD expenses are disallowed per FAR 31.202.

(10) Direct office supplies expenses are disallowed per FAR 31.202.

(11) Miscellaneous expenses associated with employee entertainment are disallowed per FAR 31.205-14.

(12) Per 23 CFR 140.907(a), ODOT has elected not to reimburse the railroad for G&A overhead.  However, if the railroad 

contracts with a subcontractor to perform necessary railroad work, subcontractor G&A overhead is permitted if included in 

the provisions of the railroad-subcontractor agreement.  All applicable regulations still apply.

(3) Federal income tax expense is disallowed per FAR 31.205-41(b)(1).

(4) Costs associated with personal use of vehicles is disallowed per FAR 31.205-6(m)(2).

(5) Advertising costs associated with the image enhancement of the corporation is disallowed per FAR 31.205-1(f).

(6) Interest costs are disallowed per FAR 31.205-20.

(7) All costs associated with bad debt expense are disallowed per FAR 31.205-3.

(8) Costs associated with settlements are disallowed per FAR 31.205-47.

ODOT Railroad Audit Circular Attachment 4-8: Sample Overhead Schedule

Sample Subcontractor/Subconsultant Company, Inc.

Statement of Direct Labor, Fringe Benefits, Liability Insurance, and General and Administrative Overhead

For the Year Ended December 31, 2008

(1) Executive salaries in excess of the $612,196 benchmark compensation amount are disallowed per FAR 31.205-6(p).

(2) Direct telephone expenses are disallowed from the indirect cost pool per FAR 31.202.

Direct Labor

General & 
Administrative 

Overhead
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General Issues

ÅIndirect costs cannot be included in multiple 
indirect cost pools.

ïVehicle maintenance costs cannot be included in 
the General and Administrative overhead rate and
vehicle cost-per-mile rate.

ïWarehouse management salaries cannot be 
included in the handling/stores rate and General 
and Administrative overhead.
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Common Unallowable Costs

Å31.205-1: Public Relations and Advertising

ïAny costs incurred related to enhancement of the 
ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ƛƳŀƎŜ ŀǊŜ ǳƴŀƭƭƻǿŀōƭŜΦ

ïAllowable: Help-wanted ads to fill specific 
positions, direct selling, bid and proposal costs.

Å31.205-3: Bad Debts (Unallowable)

Å31.205-6: Compensation

ïExecutive compensation in excess of the 
Benchmark Compensation Amount (BCA).
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Common Unallowable Costs

Å31.205-7: Contingencies (Unallowable)

Å31.205-8: Contributions/Donations 
(Unallowable)

Å31.205-13: Employee Morale/Gifts

ïGifts, company-paid recreation, parties, tickets to 
events, are unallowable.

Å31.205-14: Entertainment (Unallowable)
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Common Unallowable Costs

Å31.205-15: Fines and Penalties (Unallowable)

Å31.205-20: Interest (Unallowable)

Å31.205-27: Organization Costs

ïCosts associated with reorganization, 
restructuring, mergers and acquisitions are 
unallowable.
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Common Unallowable Costs

Å31.205-36 Rental Costs

ïRent paid under common control may  only be 
claimed at actual cost of ownership.

Å31.205-41 Taxes

ïFederal and excess profits taxes are unallowable.

Å31.205-46 Travel

ïInvokes limitations of Federal Travel Regulation.
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Common Unallowable Costs

Å31.205-47: Legal Costs

ïCosts associated with unsuccessful defenses of 
lawsuits, settlements, personal legal costs, 
reorganization, mergers and acquisitions, and 
defense of antitrust lawsuits are unallowable.

Å31.205-49: Goodwill (unallowable)

Å31.205-51: Alcoholic Beverages (unallowable)

ÅDirectly associated costs

ODOT Railroad Audit Circular No. 4 ïSubcontracted Costs



115

Circs. 1/4 ςOverhead Alternative

ÅIf the railroad (or subcontractor) is unable to 
support its actual fringe benefits, ODOT will 
apply the rates used in the ODOT Construction 
and Material Specifications Manual.

ïStill required the railroad to support actual fringes 
for non-payroll tax items, such as leave pay, health 
and welfare, and retirement.

ïPre-determines rates paid for payroll taxes (22%).

ïMay result in less fringes than amount actually 
paid.
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Name Hours Rate Amount Note

John Smith 40 25.50     1,020.00 A

April Flowers 35 27.00     945.00    B

Tom Johnson 30 23.40     702.00    C

Jessica Anderson 40 18.25     730.00    D

Total Direct Labor Cost 3,397.00 E = A + B + C + D

Fringes* 30% 1,019.10 F = 30% x E

Subtotal: Labor and Fringes 4,416.10 G = E + F

FICA 7.65% 337.83    H = 7.65% x G

Workers' Compensation 10% 441.61    I = 10% x G

FUTA 0.80% 35.33     J = 0.80% x G

SUTA 9% 397.45    K = 9% x G

Subtotal: Payroll Taxes 1,212.22 L = H + I + J +K

Overhead (Railroad Ineligible) 38% 1,678.12 M = 38% x G

Total Labor and Overhead 7,306.44 N = G + L + M

Sample Application of C&MS 109.05(C)(2)

Example 1: Using Actual FICA, Workers' Compensation, FUTA, and SUTA

*Note:  Actual incurred Fringe Benefits costs including union mandated benefits 

such as leave pay, health and welfare, and retirement.
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Name Hours Rate Amount Note

John Smith 40 25.50      1,020.00    P

April Flowers 35 27.00      945.00       Q

Tom Johnson 30 23.40      702.00       R

Jessica Anderson 40 18.25      730.00       S

Total Direct Labor Cost 3,397.00    T = P + Q + R + S

Fringes* 30% 1,019.10    U = 30% x T

Subtotal: Labor and Fringes 4,416.10    V = T + U

FICA

Workers' Compensation

FUTA

SUTA

Overhead (Railroad Ineligible) 38% 1,678.12    X = 38% x V

Total Labor and Overhead 7,065.76    Y = V + W + X

22.00% 971.54       W = 22% x V

Sample Application of C&MS 109.05(C)(2)

Example 2: Using 22% for FICA, Workers' Compensation, FUTA, and SUTA

*Note:  Actual incurred Fringe Benefits costs including union mandated 

benefits such as leave pay, health and welfare, and retirement.
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Cost Category Estimate Actual (Invoiced)

Construction Labor 30,000                      28,000                      

Engineering Labor 8,000                        7,500                        

Administrative Labor 300                            280                            

Purchased Materials 68,000                      70,000                      

Stock Materials 13,000                      3,000                        

Company-Owned Equipment 250                            -                            

Equipment Rentals 3,500                        3,000                        

Travel/Per Diem 1,000                        1,200                        

Subcontracted Costs 500                            500                            

Freight 1,200                        800                            

Material Handling (5%) 650                            150                            

G&A Overhead (70%) 26,810                      25,046                      

Fringe Benefits (45%) 17,235                      16,101                      

Liability Insurance (15%) 5,745                        5,367                        

Subtotal 176,190                   160,944                   

Fixed Fee 8,809                        24,055                      

Total Costs 184,999                   184,999                   

Quoted Fee (per estimate) 10.00%

Actual Fee 29.23%

An Example of What Not to Do - Estimate 

Becomes Lump Sum
In this example, the 

actual costs were less 

than the estimated 

amount. The 

subcontractor increased 

its fee such that the 

actual invoiced costs 

matched the estimate, 

effectively tripling its 

profit.  The continuing 

contract between the 

Railroad and 

subcontractor called for 

ñactual cost plus a fixed 

fee.ò  Thus, the terms of 

the contract were 

violated.
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In this example, the 

fixed fee from the 

estimate carries 

through to the invoice, 

per the terms of the 

continuing contract.  

Because the 

subcontractor was able 

to complete the project 

under budget, the 

actual fee earned (as a 

percentage of direct 

labor and overhead) 

increased from 10% to 

10.7% due to project 

efficiencies.
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Cost Category Estimate Actual (Invoiced)

Construction Labor 30,000                      28,000                      

Engineering Labor 8,000                        7,500                        

Administrative Labor 300                            280                            

Purchased Materials 68,000                      70,000                      

Stock Materials 13,000                      3,000                        

Company-Owned Equipment 250                            -                            

Equipment Rentals 3,500                        3,000                        

Travel/Per Diem 1,000                        1,200                        

Subcontracted Costs 500                            500                            

Freight 1,200                        800                            

Material Handling (5%) 650                            150                            

G&A Overhead (70%) 26,810                      25,046                      

Fringe Benefits (45%) 17,235                      16,101                      

Liability Insurance (15%) 5,745                        5,367                        

Subtotal 176,190                   160,944                   

Fixed Fee 8,809                        8,809                        

Total Costs 184,999                   169,753                   

Quoted Fee (per estimate) 10.00%

Actual Fee 10.70%

An Example of What to Do - Proper 

Application of the Fixed Fee
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Circular No. 5 ςFinal Invoicing 
Procedures
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Circ. 5 ςGeneral Premise

ÅEstablishes requirement to submit an audit 
packet directly to ODOT audits for ODOT and 
ORDC projects with total invoiced project 
costs exceeding $200,000.

ÅDiscusses and provides examples of adequate 
documentation to support various types of 
costs.

ODOT Railroad Audit Circular No. 5 ïFinal Invoicing Procedures



122

Audit Packet

ÅNo audit packet is necessary for projects 
under $200,000.

ÅSubmission of partial invoices to ODOT 
5ƛǎǘǊƛŎǘǎ ƻǊ hw5/ ƛǎ άōǳǎƛƴŜǎǎ ŀǎ ǳǎǳŀƭΦέ

ÅORDC or ODOT District reviewers may request 
additional documentation, as needed.
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Audit Packet Components

ÅJob Cost Report

ÅLabor Details

ÅOverhead Rates

ïAdditional detail may be required for rates not previously 
approved.

ÅSource documents to support non-salary direct costs 
(travel, subcontractors, materials, rentals, etc.)

ÅCopies of continuing contracts or bids, if necessary.
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Job Cost Report

Å¢ȅǇƛŎŀƭƭȅ ƎŜƴŜǊŀǘŜŘ ōȅ ǘƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ 
accounting system.

ÅOutlines all costs incurred on the project.

ïTransaction level (not summarized data).
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! Wƻō /ƻǎǘ wŜǇƻǊǘ {ƘƻǳƭŘ {ƘƻǿΧ

ÅLabor details, by employee and day.

ÅIndividual materials requisitioned from stores.

ÅCompany-owned equipment usage, by day.

ÅPer diems, by employee and day.

ÅIndividual transactions for pass-through costs.

ïSubcontracted work, purchased materials, rented 
equipment, travel costs, freight, etc.

ÅApplication of overhead to labor or materials.
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Job Cost Report ςA Bad Example

Summary Report ïDoes not show individual 

transactions assigned to the project.

Labor 920.00$       

Stock Materials 12,212.50$ 

Construction Subcontractors 60,500.00$ 

Total 73,632.50$ 

ABC Job Cost Report (Simplified Example)

Project: #12345
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Job Cost Report ςA Good Example

Detailed Report 

ïShows 

individual 

transactions 

assigned to 

project.  Each 

transaction can 

be vouched to 

supporting 

documentation, 

such as an 

invoice or 

timesheet.

Labor Qty. Invoice Units Rate Ext.

3/1/10 Eddie Van Halen 10 Hours 25.00$          250.00$          

3/1/10 David Lee Roth 10 Hours 24.00$          240.00$          

3/1/10 Michael Anthony 10 Hours 20.00$          200.00$          

3/1/10 Alex Van Halen 10 Hours 23.00$          230.00$          

Subtotal: Labor 920.00$          

Stock Materials

3/8/10 6' X 6' Signal House 1 Each 8,000.00$    8,000.00$      

3/8/10 GCP 1 Each 4,000.00$    4,000.00$      

3/8/10 Conduit 250 Feet 0.85$            212.50$          

Subtotal: Stock Materials 12,212.50$    

Construction Subcontractors

3/15/10 DB Construction 1 123JAD Each 18,000.00$    

3/16/10 SF Construction 1 456DFW Each 40,000.00$    

3/17/10 MW Trenching 1 789AJF Each 2,500.00$      

Subtotal: Construction Subcontractors 60,500.00$    

Total Project Costs - Project #12345 73,632.50$    

ABC Job Cost Report (Simplified Example)

Project: #12345
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Labor Details

ÅIf not already provided on the job cost report, 
the Railroad must provide records to show the 
daily hours worked by employee, including 
pay rate.

ÅSummaries of hours worked is not sufficient.

ÅIt is NOT necessary to provide timesheets in 
an audit packet.
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Labor Details - Example

For the Week of 3/8/2010

Name Hours Amount

Bob Smith 45 950.00$  

Date Name Hours ST/OT Rate Amount

3/8/10 Bob Smith 8 ST 20.00$    160.00$  

3/9/10 Bob Smith 8 ST 20.00$    160.00$  

3/10/10 Bob Smith 8 ST 20.00$    160.00$  

3/10/10 Bob Smith 2 OT 30.00$    60.00$    

3/11/10 Bob Smith 8 ST 20.00$    160.00$  

3/11/10 Bob Smith 3 OT 30.00$    90.00$    

3/12/10 Bob Smith 8 ST 20.00$    160.00$  

Totals 45 950.00$  

Labor Details - Bad Example

Labor Details - Good Example
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Overhead Rates

ÅOverhead rates charged by Class I Railroads 
are audited by their home state DOTs.

ïA copy of approved rate(s) should be made 
available to ODOT Audits.

ÅOverhead rates charged by Class II and III 
Railroads should be submitted for review to 
ODOT Audits and approval prior to invoicing 
ODOT or ORDC.

ï¢Ƙƛǎ ƛƴŎƭǳŘŜǎ ƭŀōƻǊ ǊŀǘŜǎ ǘƘŀǘ ŀǊŜ άƭƻŀŘŜŘέ ǿƛǘƘ 
overhead.
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Loaded Labor Rates - Example

ÅAssume:

ï.ƻō {ƳƛǘƘΩǎ Ǉŀȅ ǊŀǘŜ ƛǎ ϷнрκƘƻǳǊΦ

ï!./ wŀƛƭǊƻŀŘΩǎ ŀŎŎŜǇǘŜŘ ƻǾŜǊƘŜŀŘ ǊŀǘŜ ƛǎ сл҈Φ

Å.ƻōΩǎ [ƻŀŘŜŘ wŀǘŜ Ґ ϷплκƘƻǳǊ

ï$25 * 60% = $15/hour for overhead.

ï$25 (wages) + $15 (overhead) = $40/hour.
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ά5ǊƛƭƭƛƴƎ 5ƻǿƴέ

Source Documents
Material invoices, subcontractor invoices, expense reports, etc.

Job Cost Report
Individual transactions, whose totals match invoice

Project Invoice(s) to ODOT/ORDC
Total Costs, by Category (labor, materials, equipment, etc.)
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Detailed Records

ÅSource documents for non-salary direct costs 
that demonstrate the what, when, and where, 
and amount of the purchase.

ïCopies of original, detailed vendor invoices.

ïSigned and approved detailed expense reports.

ïElectronic Data Interchange (EDI).

ÅAcceptable provided that an audit trail exists within the 
wŀƛƭǊƻŀŘΩǎ ŀŎŎƻǳƴǘƛƴƎ ǎȅǎǘŜƳΦ
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Examples of Inadequate Documentation

ÅUnsupported Costs.

ÅSummary Invoices.

ïDo not detail what was purchased or what 
services were provided.

ÅConsolidated Labor Charges.

ÅTimesheets or Expense Reports that were not 
signed by the employee and approved by 
management.
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Examples of Inadequate Documentation

ÅInternally created documents.

ïRequests for payment

ïTransaction Reports

ÅScreen shots from an accounting system.

ÅAsk yourself ςά²Ƙŀǘ ŘƻŎǳƳŜƴǘŀǘƛƻƴ ŜȄƛǎǘǎ 
that leads me to conclude that we should pay 
ǘƘŜǎŜ ŎƻǎǘǎΚέ

ïThatis the source document.
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¢ƘŜ ά{ŎǊŜŜƴ {Ƙƻǘέ

EDI transaction 

printed from the 

auditeeôs

accounting 

system.  Does not 

establish 

business purpose 

of transaction.  

Also does not 

establish 

allocability to a 

project.
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Unsupported Allocation

Invoice in which costs 

were allocated to multiple 

projects.  Does not show ï

ÅAllocability to project.

ÅMethodology used to 

allocate costs.

ÅSupport  for correct 

allocation based on 

methodology.
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Internally Created Reports

Transactions manually entered into auditeeôsaccounting 

system based on review of credit card statement.  Does not 

establish existence, allocability to the project, allowability, or 

reasonableness.
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Unsupported Rental Allocation

Allocation of rental costs to 

multiple projects. Does not 

show ï

ÅAllocability to project.

ÅMethodology used to 

allocate costs.

ÅSupport  for correct 

allocation based on 

methodology.
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Supported Allocation

Similar to previous example; 

however, provides an analysis 

to support the amount allocated 

to various projects.  Although 

the actual days used on the 

project were not shown, ODOT 

auditors were able to establish 

that the allocation was 

reasonable based on number of 

days worked by railroad 

employees during the billing 

cycle.
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