DEPARTMENT OF THE INTERIOR

FISCAL YEAR 2004 BUSINESS RULES FOR

ACTIVITY BASED COST/MANAGEMENT

≈ Mapping of Bureau Activities to DOI Cross-Cutting Activities, ≈ Indirect Cost, 

≈ Leave, ≈ Reimbursable Agreements, and ≈ Working Capital/Franchise Funds

Mapping of Bureau Activities to DOI Cross-Cutting Activities – Basic Tenet:
· Because of time constraints during the fiscal year 2003 ABC/M implementation cycle, a compromise position relating to direct charging the DOI work activities was granted for fiscal year 2004 only.  This compromise position allows bureaus to use various techniques to map their work activities to the DOI work activities.

· The basic tenet of this compromise is that bureau activities will map either one-to-one or many-to-one to the DOI activities. But, no bureau work activity will map one-to-many to the DOI activities.  In other words, a bureau activity cannot be allocated to more than one DOI activity.

Recovery of Indirect Cost under Reimbursable and Pricing Agreements:

· For fiscal year 2004, bureaus will continue to calculate indirect cost for cost recovery purposes in a manner commensurate with their past practice.

· Bureaus will also continue to recover (charge/allocate) indirect cost to agencies for which work is performed under reimbursable authorities and/or customers who purchase goods/services in a manner commensurate with their past practice.

Allocation of Indirect Work Activity Cost to Direct Work Activity Outputs:
· All bureaus will charge indirect cost (both labor and purchases) to the indirect cost work activities defined for DOI ABC/M implementation.

· Costs contained in the indirect work activities at the bureau level will be allocated by the DOI ABC/M system to that bureau’s direct work activity outputs.  

· This allocation will be based on the ratio of labor cost contained in each direct work activity to the total labor cost in all direct work activities.

· Bureaus will be held accountable for their bureau’s costs only.

· Costs contained in Departmental Offices indirect work activities will also be allocated by the DOI ABC/M system to all bureaus’ direct work activity outputs.

· The basis of allocation will be the same as that described above for each bureau’s individual allocation.

Costs Associated with Employee Benefits including all Types of Leave:
· Employee benefits are an integral part of labor costs and must be coded to the same budget activity/funding source and ABC/M work activity that funded the direct labor.

· Those bureau’s/offices which do not surcharge direct labor to cover the cost of leave will need to directly charge leave taken in a manner that directs the cost of such leave to the benefiting funding source and ABC/M work activity in as accurate a manner as is reasonably possible.  The term “direct charge” does not mean “allocate”, i.e., an hour of leave taken will be charged on the time and attendance form in the same manner (budget activity/work activity) as an hour of regular time worked.

Franchise Funds and Working Capital Funds:
· Franchise and working capital funds will be subject to ABC/M, but from a different perspective than the bureaus’ traditional operating programs.

· Interior’s franchise fund is largely operated as a contracting agent that allows other Federal agencies to take advantage of existing Interior awarded contracts, makes payment to the contractor, and recovers the cost of the contracting and payment functions as well as the actual vendor payment from the customer agency.  In theory at the end of the day, inflows equal outflows and the fund balance is zero.

· ABC/M can be useful in this situation to establish recovery rates for contract award, vendor payment services, and billings to customer agencies.  ABC/M work activity codes can be established within the franchise fund operating arena to capture operational cost and used to establish cost recovery rates.

· Likewise, for bureaus’ that operate working capital funds to manage such assets as vehicles, large equipment, and other assets can assign ABC/M work activity codes within the management purview of the fund to manage administrative costs of the fund, help establish use rates, fixed ownership rates, and other activities as applicable.

· The DOI NBC working capital fund is still another example where a perspective different from operating programs is appropriate.  ABC/M can certainly be useful to NBC managers by allowing them to analyze cost and better manage their resources so that they remain competitive with private sector firms providing like or similar services.  ABC/M can also be very useful in establishing pricing policies and estimating the cost of new ventures.

· Franchise and working capital funds will not be considered in arriving at a bureau’s cost of outputs.  

· For bureaus/offices who utilize franchise and/or working capital funds, the costs associated with these funds will be a reconciling item between “total bureau cost” and “total cost of outputs”.

· Billings/assessments to bureaus from the DOI NBC will be treated as a cost to the paying bureau and treated as if it were any other contract-type cost.  Much of these costs is of an indirect nature and would be included in bureau indirect cost.  If the service provided is of a direct nature and can be identified to a direct (output producing) work activity, the appropriate work activity or activities should be charged when recording the payment to the DOI NBC.

Reimbursable Agreements with Interior or Other Federal Agencies:
· For ABC/M purposes, work (outputs and the cost thereof) among Interior bureaus and with other Federal agencies will be counted as follows:

· Outputs produced by the providing bureau will be counted and reported by the buying bureau/agency.  

· The bureau buying the service has essentially entered in to a contract—only with another bureau/agency in lieu of the private sector.

· For example, the NPS engaged the USGS to produce a scientific study on the burn rate of various types of vegetative fuels.  The USGS has maintained the staff and physical infrastructure to conduct the study, and it is their basic mission to provide that type of service.  USGS has incurred cost and have produced an output for the NPS.  By the same token, the NPS has incurred a “contractual-type” cost and has paid for or purchased an output.

· The buying bureau counts both the output and the cost

· The providing bureau will not count the outputs or the cost.

· The cost of producing outputs for other bureaus/agencies will not be considered in arriving at the providing bureau’s cost of outputs.

· The cost of providing reimbursable services to other bureaus/agencies will be treated as a reconciling item between “total bureau cost” and “total cost of outputs”.

· For accounting purposes, there is no change from current accounting practice.
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