Instructions from Mn/DOT Audit for:

Preparing Pre-Award Responses and Cost Proposals

Pre-Award Information Packets are available via the web by calling up Consultants Services, Documents, etc., using the following web address, which includes requests for accounting information, other than Cost Proposals which are explained below.
www.dot.state.mn.us/consult/files/internal/preaward.pdf
For Cost Proposals, we have developed the following written instructions about how to prepare Cost Proposals.  This writeup may not be all-inclusive, but it should include most issues for developing Cost Proposals.  Please read this information more than once if needed, to absorb all of the content.
****Bruce Kalland (651-296-3097) and Randy Stallkamp (651-296-6712) of Mn/DOT Audit ARE ALWAYS AVAILABLE by phone/email to guide you through the Pre-Award/Cost Proposal process.

****Consultant Services (specifically Brad Hamilton) is available to train groups/individuals of Contract Administrators/PM's about how to prepare RFP's, Contracts, etc.

****Determine the Cost Format that the Consultant has used for other Mn/DOT Contracts, or for similar clients, or for their clients as a whole (Cost Plus Fixed Fee (CPFF), Fixed Hourly Rates (FHR), Unit Prices, Lump Sum, etc.).  If they propose FHR, but they should be using CPFF, then the Cost Proposal will need to be reworked.

****Cost Detail is always required, no matter if the contract is CPFF or Lump Sum.  Consultants probably utilized Cost Details to determine the Final Cost Proposed using one or many sources.  We suggest that people try to evaluate Cost Proposals by correlating this process similar to financial matters in their personal lives: for example, if you need to replace a transmission for your vehicle, or build a new house, estimates with Cost Detail are very useful to help decide what cost items are included, and therefore, which vendor to select; none of us should accept one, final number, without knowing the Cost Detail.  If the Governor/Legislature/Mn/DOT Commissioner/FHWA, etc. were to ask for Cost Detail, think about what they might like to see, so that Total Costs are justified, without anyone needing to explain it to them.

****Please submit an Electronic Cost Proposal (using an Excel spreadsheet when possible) to the Mn/DOT Administrator/Mn/DOT Audit, which helps greatly in verifying math.  It is important to show all calculations out in the open (DL times OH% equals OH Estimated, etc.), and include formulas in cells (not just insert numbers in cells, when a calculation is being done).  See attached examples of Cost Proposals for CPFF and for FHR.

****A separate Cost Proposal Detail page must be provided for Each Prime and for Each Subconsultant.  Each page should be labeled with a heading including that company's name.

****For Direct Labor (DL), we request appropriate Classifications that will be invoiced, including Pay Rates or FHR, Hours, extended totals for each Class, and a Grand Total for Direct Labor.  If CPFF, then Labor should be split between Direct Labor, Overhead (OH) and Fixed Fee (FF).   Overhead Rates are usually Provisional (adjusted annually), but they can be Fixed (not adjusted for the life of the contract, or at closeout audit).  Overhead rates can only be invoiced by Consultants who have an OH rate available that has been (or could be) Approved by Mn/DOT Audit (need to provide an OH rate to Mn/DOT Audit that has been developed by the Consultant, a CPA firm, or other Governmental Entity). If anyone is in doubt, please call Bruce/Randy.  As of 1/31/05, OH is Capped by Mn/DOT at 155% of DL, but we still want to receive their Overhead Proposal/Audit Report to get a comfort level that their OH Rate supports a rate as high as 155%.  Mn/DOT does not need to accept the FF proposed by the Consultant, and in fact, Consultant Services has developed a new form to assist in this calculation.  If the consultant is approved 
by Audit to use FHR, the initial FHR or any changes must be stipulated in contracts/amendments and the same FHR must be invoiced.
****For Direct Expenses (Other Direct Costs--ODC), showing $5,000 is not enough.  Provide Cost Detail,
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such as 1,000 miles at $.405 per mile, 5 days of meals at $31 per day, hotel at $100 per night, etc., with extended totals for each item, and a Total for ODC.  If there are ODC for the Prime and Each Subconsultant, these need to be split between each consultant, so that Total Costs Proposed for Each Consultant can be developed.

****Showing a Total for Equipment (or any other Cost Item) at $80,000, or $80,169.72 is not enough.  For $80,000, that's maybe a rough estimate, and if so, then explain how the estimate was derived, such as a verbal quote via phone, fax, email, etc. and provide any copies of documents that have been provided by/requested from those vendors.  For $80,169.72, someone must have prepared Cost Detail to be that specific.  

****For Subconsultants (on the Prime Contractor's Cost Proposal), show a Total for Each Subconsultant, and a Total for All Subconsultants.
**Then continue to prepare Individual Cost Proposals for Each Subconsultant, and show very similar Cost Detail as explained above.
**Subconsultant Cost Proposals/Contracts are always required, if the costs for each Subconsultant will exceed $10,000.
**Payment Sections for Subconsultant Contracts must almost exactly mirror the Mn/DOT Contract Payment Section.
**The Subconsultant Contract must include thorough Contract Language, Basis of Payment and Cost Detail.  Contract language must include Basis of Payment specifying Cost Plus Fixed Fee, the Provisional or Fixed OH Rate, the Fixed Fee Percent and its Total;     or Fixed Hourly Rates.
**A Cost Exhibit must exist in each Subconsultant Contract showing Cost Detail (Subconsultant Cost Detail can be shown in the Prime Contract, but this is not necessary).
**Also, Subconsultant dollar totals must match between the Prime Contract and the Subconsultant Contract.  If the Suconsultant Contract is revised and/or Amended, and the dollars do not match, please request that an amendment of the Mn/DOT Contract be executed, or for the Subconsultant, or both, so that problems can be minimized at Project Closeout Audit.
****Finally show Total Costs Proposed for the Project (dollars and cents, not a rounded number, unless the Cost Detail has been provided as rounded dollars in the Cost Proposal).  They should submit Cost Detail very similar to what they will be invoicing, and if that's dollars and cents, then the Cost Proposal should be consistent with invoicing.

****As an overview thought, please do NOT hesitate to ask for more Cost Detail.  Consultants must justify to Administrators and PM's, etc. (and to Audit), that their Total Costs Proposed are based on specific, thorough Cost Detail.  If they cannot provide the Detail, or will not, then we highly recommend that you consider whether or not to select them.  Therefore, if the Consultant does not understand the necessity of Cost Detail through the selection/negotiation process, it could be a concern whether they will understand the need for Cost Detail throughout the life of the project, as they prepare invoices, or for project closeout audits.

****We truly enjoy working with Administrators, PM's and Consultants.  All of us have a job to do, and the Pre-Award process can go more smoothly and timely if everyone does their part to help keep the process moving.  If Cost Detail is missing for the Pre-Award Audit, we cannot complete the Pre-Award Audit Report until the Cost Detail is provided (required prior to contract execution).  Once we receive complete Pre-Award Responses for each Consultant, and Cost Proposals with adequate Cost Detail, we usually finish the Pre-Award Reports within 0-3 business days (and a maximum of 5 days).  If any submittal is incomplete, delays can occur.
Thanks for all of your efforts in helping the Pre-Award process to go as smooth and timely as possible.

Randy and Bruce
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