DEPARTMENT OF THE INTERIOR

BUSINESS RULES FOR

ACTIVITY BASED COST/MANAGEMENT (ABC/M)
These business rules represent the accumulation of ABC/M guidance/procedures implemented from FY03-05.  The business rules will be updated/reissued during FY06 to address data validation/verification, extract file format/content (update based on data validation/verification procedures), reporting outputs for activities that produce a single output over several fiscal years, and other issues that may arise during FY06 when procedures addressing these issues are put in place.  These business rules will remain in effect until such time that FBMS ABC/M is implemented.

These business rules address the following topics:  coding to ABC work activities, aligning bureau work activities with DOI work activities, natural and man-made disaster relief/recovery, Cobell litigation, allocation of Sustain the Organization costs to direct ABC (program) work activities, leave, Reimbursable Agreements, Working Capital/ Franchise Funds, extract file format/content, and bureau/OS office ABC work activity definitions and crosswalks. 
Coding work to ABC work activities
· DOI employees will code the work they do against the ABC work activities that best describe that work.  Bureau employees will code work against bureau ABC work activities; OS employees will code work either against OS office-specific ABC work activities or against DOI ABC work activities directly.

· DOI employees will not code the work they do to the bureau, OS office, or DOI ABC work activity that benefits from, but does not directly describe the work done.  For example, a bureau employee working in a program office developing budget estimates for that program is doing budget work and should be coding his work against a bureau ABC work activity code for budget.  That employee should not code his work against the bureau ABC work activities representing the work done to execute that program.  The bureau ABC work activities representing the work done to execute that program benefit from the employee doing budget preparation work, but do not address the actual activity of preparing a budget.  However, the bureau ABC work activity for budget can be aligned with the bureau or DOI ABC work activities that benefit from the budget preparation work done, provided that bureaus and OS offices code the work done and not the benefiting ABC work activities.
· Time coded against ABC work activities will be entered directly into a bureau or departmental timekeeping system.  Surveys are not to be used to gather or estimate labor hours to code against ABC work activities.

Aligning bureau ABC work activities to DOI ABC work activities and the Department’s Strategic Plan
· Basic tenet – aligning with DOI ABC Work Activities.  Bureau and OS office ABC work activities will align either one-to-one or many-to-one with the DOI ABC work activities.  Bureau and OS office ABC work activities will not align one-to-many to the DOI ABC work activities.  In other words, a bureau or OS office ABC work activity should not be allocated to more than one DOI ABC work activity.
· Basic tenet – aligning with the Department’s Strategic Plan.  Every DOI ABC work activity will align against only one end outcome goal and intermediate strategy in the Department’s Strategic Plan.  The exceptions to this basic tenet are the DOI cross-cutting ABC work activities and the DOI Sustain the Organization ABC work activities that capture general and administrative-type work that sustains the organization as a whole.  These activities are budget, human resources, procurement, information technology, central leadership, etc.  The DOI Sustain the Organization ABC work activities will not align under any end outcome goal or intermediate strategy. 
· Treatment of DOI cross-cutting ABC work activities.  The Department has established several ABC work activities that can align under any end outcome goal in the Department’s Strategic Plan.  These DOI ABC work activities are referred to as “DOI cross cuts”.  DOI cross cuts are not the Program Management DOI work activities that have been established to capture overhead costs associated with program work relating to each end outcome goal in the Department’s Strategic Plan.  Bureaus and OS Offices aligning their ABC work activities against the DOI cross cuts must inform the Departmental ABC Program Office quarterly on how to align their costs collected under the DOI cross cuts to the end outcome goals in the Department’s Strategic Plan.
Treatment of natural and man-made disasters
· Departmental accounting system(s) (not ABC systems) will be the database of record for all financial reporting of reimbursable and non-reimbursable costs associated with disaster relief/recovery.

· Bureaus and OS offices will use their cost structure (e.g. project codes, job codes, project accounts, etc.) to separately identify/capture disaster relief/ recovery efforts for each event (i.e. Hurricane Katrina, Hurricane Rita, 9/11 terrorism, etc.)  The use of project codes, job codes etc. in combination with ABC work activity codes should provide sufficient identification of the work done for each disaster relief/recovery event.

· With the exception of the ABACIS bureaus, separate ABC work activities will not be established for each natural and/or man-made disaster for which DOI provides disaster relief/recovery efforts.  Bureaus and OS offices will use their existing ABC work activities to the maximum extent possible to reflect costs associated with the work they do.  

· DOI Work Activity T3 – Conduct Emergency Response Activities will be used to capture costs that are not part of DOI’s mission.  Such costs include feeding/ housing evacuees and Red Cross volunteers, laundry services, transportation of refugees, etc.  Costs accumulated under DOI Work Activity T3 for disaster relief/recovery efforts will align under the end outcome goal entitled “Protect Lives, Resources and Property” under the Serving Communities mission area in the Department’s Strategic Plan.
· Costs for disaster relief/recovery efforts will not factor into the determination of unit costs for DOI ABC work activities.

· The hierarchical relationship established between bureau/OS office ABC work activities and the DOI ABC work activities will be maintained – coding work for disaster relief/recovery efforts will not change the alignment between bureau/OS office ABC work activities and DOI ABC work activities.

· Bureaus/OS offices will periodically provide a listing of the project codes, job codes, etc. used for disaster relief/recovery efforts to the Departmental ABC/M Program Office, together with the DOI ABC work activities that these costs are aligned to, so that the costs captured in the Departmental ABC/M system for these events can be separated from the departmental ABC/M database for unit cost computation.

Cobell Litigation
· DOI Work Activity 70 – Process Litigation for Indian Trust is the work activity under which all Cobell-related litigation activities will be collected.  Bureaus and OS offices will align their ABC work activities for Cobell-related litigation to DOI Work Activity 70.
Allocation of Sustain the Organization work activity costs
· The DOI Sustain the Organization ABC work activities capture general and administrative-type work that sustains the organization as a whole.  These activities are budget, human resources, procurement, information technology, central leadership, etc.  

· All bureaus and OS offices should align their general and administrative-type work (both labor and purchases) to the appropriate DOI Sustain the Organization ABC work activities.  However, as noted under the business rules for coding work to ABC work activities above, general and administrative-type work can be aligned to the bureau and DOI ABC work activities that benefit from the general and administrative-type work done, provided that bureaus and OS offices code the work done and not the benefiting ABC work activity. 
· The Department uses a two-tiered approach to allocating costs captured under the Sustain the Organization ABC work activities against the direct, program-related ABC work activities based on direct labor costs accrued against each direct (excludes Program Management) ABC work activity.  The first tier allocates OS office generated Sustain the Organization ABC work activity costs to each bureau.  The allocation factor for the first tier allocation is the total bureau direct labor costs divided by the total department-wide direct labor costs.  This allocation factor is applied to the OS office generated Sustain the Organization ABC work activity costs to derive the bureau share of OS office Sustain the Organization ABC work activity costs, as shown below.
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This calculation is applied against each DOI Sustain the Organization ABC work activity separately.  (Note:  although the same result would be derived by applying the calculation to the total Sustain the Organization ABC work activity costs garnered by the OS offices as one lump sum, the calculation is applied to each DOI Sustain the Organization ABC work activity separately so that the bureaus can distinguish how much cost is derived from each DOI Sustain the Organization ABC work activity.)

For example, to spread the OS office generated costs for budgeting, which is DOI ABC Work Activity 60, the calculation would be:
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The second tier allocates bureau generated Sustain the Organization ABC work activity costs to each DOI ABC work activity that the bureau populates.  The allocation factor for the second tier is the bureau direct labor costs garnered against an individual DOI direct work activity that the bureau populates divided by the total bureau direct labor costs.  This allocation factor is applied to the bureau generated Sustain the Organization ABC work activity costs to assign the share of bureau Sustain the Organization ABC work activity costs to that DOI direct ABC work activity.  Each DOI direct ABC work activity that the bureau populates is assigned a share of bureau Sustain the Organization ABC work activity costs.  The calculation is shown below.
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For example, to spread bureau Sustain the Organization ABC work activity costs for budgeting to wildland fire suppression, the calculation would spread bureau costs collected against DOI ABC Work Activity 60 to DOI ABC Work Activity 8T – Suppress Wildland Fires, as shown below:
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· Bureaus will be held accountable for their bureau’s costs only.
· The methodology for allocating costs in the Sustain the Organization ABC work activities applies only to ABC.  It is not intended for use in cost recovery as noted below.

Recovery of Indirect Cost under Reimbursable and Pricing Agreements
· 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.

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 work activity that funded labor.

· Those bureaus/OS offices that do not surcharge 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 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 recorded on the time and attendance form in the same manner (budget activity/work activity) as an hour of regular time worked.
· Leave is not a recognized ABC work activity.
Franchise Funds and Working Capital Funds
· Franchise and working capital funds will be subject to ABC, 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 can be useful in this situation to establish recovery rates for contract award, vendor payment services, and billings to customer agencies.  ABC 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 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 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 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/OS 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 (i.e. Sustain the Organization) 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 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 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.

Extract files for the Departmental ABC/M System
· All bureaus will provide daily extract files from their accounting systems to NBC conforming to the file format that NBC specifies.  NBC will provide the daily extract file for OS offices.
· Extract files will contain data from General Ledger account types 46, 47, and 48 (commitments, obligations and expenditures) for bureau/DOI ABC work activities.
· Extract file data will crosswalk transactions from bureau ABC work activities to DOI ABC work activities.  The Department’s current ABC/M system will not assign DOI ABC work activity codes to the bureau/OS office extract file transactions; however, when FBMS ABC/M is in place, the bureaus/OS offices may discontinue crosswalking their ABC work activities to DOI ABC work activities in their extract file.
Bureau/OS Office ABC work activity definitions and crosswalks

· Bureaus and OS offices will forward copies of their ABC work activity definitions, outputs and crosswalks, showing how their ABC work activities link to the DOI ABC work activities, to the Departmental ABC/M Program Office by 31 October each year.  
· Updates to activity definitions, outputs, and crosswalks must be forwarded to the Departmental ABC/M Program Office also, as they occur.  
· The definitions, outputs, and crosswalks will be used for:  NBC data verification/validation processes; build/update of FBMS ABC/M lookup tables; reference for departmental offices to facilitate understanding of the work done by each bureau/OS office and how that is captured under the DOI ABC work activities. 
PAGE  
7

