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A second element of cost analysis is comparison of costs proposed by service providers with other
data. This data includes actual costs incurred by the same service provider in the past. Cost
analysis can also compare the current proposed costs with previous cost estimates from the same
service provider or from other service providers for the same or similar items. It is appropriate
and helpful to compare costs with those proposed by other service providers in the same
procurement process.

In addition, a cost analysis will be performed to verify that the service provider’'s submitted costs
are in accordance with applicable contract cost principles. These cost principles define and
describe the meanings and limits of a variety of costs. Costs that do not conform to these
meanings and limits are not allowable. State or local laws and regulations may make certain costs
unallowable or place limits on costs in addition to those cited in WIOA provisions or regulations.

2. ANALYSIS PROCEDURE

The cost analysis procedure may vary by program; the reviewer may require more justification
of some types of programs than other types in order to strengthen the capability to analyze costs.
However, common elements for the reviews of all programs include the following steps:

1. Check computations;

2. Review for completeness of information;

3. Review for proper cost categorization;

4. Determine the estimating base, and

5. Determine the allowability of the proposed estimate.

Allowability includes:

Necessity

Reasonableness

Terms of the contract

Cost principles

WIOA regulations or policies
State policies

LWDB policies

© 0O O C O 0 O

In addition to these guidelines, the LWDB may employ any or all of the following procedures to
determine cost reasonableness:

1. Development of an independent estimate for planning and comparison purposes;

2. Comparison of competitive bids, where available;

3. Comparison of prior quotations/contracts with current proposals for the same or
similar programs;

4. Comparison of prices on published price lists;
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5. Comparing the proposer’s estimated cost to actual costs incurred for former programs
of the same or similar nature (historical cost data should be adjusted for inflation and
any upward or downward price trends); and

6. Any other cost analysis available.

It is equally important that the contract reviewer have a technical understanding of the contract
requirements. In addition to the ability to determine excess costs, the reviewer should be
reasonably certain the proposer has requested enough funding to fulfill contract requirements.

3. CONTRACT

All contract applications will require detailed line item budgets.

4. MODIFICATION

Where contract modifications that affect the contract budget are justified and allowed in the
WIOA Administrative Entity’s procurement policy, another cost analysis must be performed.

5. OPTION YEAR(S)

Where solicitations seek second-year or third-year operations or option year cost proposals from
service providers, these proposals will be subject to the same detailed cost/price analysis as the
first year. The reviewer must examine how the subsequent year costs will change from the ones
in the first year. Unless the RFP calls for a reduced scope of work in the subsequent year, usually
~ the work will be the same.

However, in nearly all instances, costs may change. For example, inflation occurs, contractor
personnel usually receive pay raises, etc. Thus, the cost of labor and materials usually rise, but
they do not rise equally. Also, improvements in efficiency and the work experience level of
personnel can result in lower costs. The reviewer will have to analyze the second year costs in
the same manner as other costs.

6. DOCUMENTATION

Documentation is vital to the cost analysis process. It provides a record of the entire analysis and
will be used to justify actions taken. Documentation will be used to justify the rating given to a
particular offeror, to use as a basis for discussion and negotiation with the offeror, to use in the
event of a challenge of the award, and finally to use during contract monitoring and
administration.

XVI. Agreement / Modification / Proposal — Review Instrument —
Cost / Price Analysis / Conflict of Interest / Non-Disclosure Statement
— Attachment A (Pages 1 - 20).
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Attachment A

Review Instrument

Agreement / Modification or Proposal
Workforce Development Division

Distribution: (Original in Procurement File for New Procurement, if
Modification, Original goes into Agreement File)

L] Proposer [] Subrecipient
] Agreement (] Proposal
Name:

Name of Applicant Agency:

Location of Applicant Agency:

Phone Number:

Grant Type:
L] Planning (] Implementation L] Training Services
L] Other

Document being Reviewed:

L] Agreement L] Proposal [l Modification No.

Fund Source:
(] 5% WIOA ADM [] 10% WIOA Program Costs [ ] 2% Trans
L] NDWG (] cB [ ] Other

Date Received by Workforce Development Division :

Proposer / Applicant Agency Purpose:

U New Proposal and Purpose [] Modification and Reason for Modification
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Cost Category: (WIOA 15%)

Attachment A

Original Revised | Category
Increase | Decrease
Amount Amount Percents
Administration
Program Costs
Rapid Response
TOTAL COSTS
Match Cost Category:
Original
“RInA Revised | Category
Cash Increase | Decrease
Amount Percents
Match
Administration
Program Costs
TOTAL COSTS
Program:
Original In-
gfna : Revised | Category
Kind Increase | Decrease
Amount Percents
Match
Administration
Program Costs
TOTAL COSTS
Other Fund Sources:
L] NDWG [] other
Original i
gina Increase | Decrease Revised | Category
Amount Amount Percents
Administration
Program Costs
Supportive Services
Needs-Related Payment
Other Services
TOTAL COSTS
2 2/22/2016



Attachment A
Cover Sheet Budget Section:

1. Does the Document include a Signature Sheet? [0 Yes [J No [J N/A
2. Are all required signatures affixed to the
Document? O Yes O No 0O N/A
3. Does the Document being reviewed comply with
the maximum on administrative costs? O Yes OO No [ N/A
4, Does the Document being reviewed comply with
the minimum on program costs? [0 Yes [ No [ N/A
5. Comments on Revised Cost Categories:
6. Is the budget mathematically correct? [0 Yes [0 No [I N/A
Comments:
7. Are required itemizations / schedules
(budget back-up) included? 0 Yes OO No [ N/A
Comments:
8. Is there match where required? 0 Yes [ No [ N/A
9. Is Indirect Cost charged to the contract? [ Yes [ No [I N/A
If Yes, is there a copy of an approved
Cost Allocation Plan? 0 Yes O No [ N/A
10. Are there any costs duplicated (covered under
line item and Cost Allocation Plan)? O Yes OO No [ N/A
Comments:
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COST / PRICE ANALYSIS
For New Program or Programs in which the Budget is
Revised Upwards and/or Activities Conducted Revised

Attachment A

Part |  GENERAL

1. Proposer Computations Checked and Verified O Yes [ No
Problems and/or Comments:

y All Necessary Cost Elements Included [J Yes [0 No
Problems and/or Comments:

3. Proposer Supporting Documentation & Justification Complete (1 Yes [1 No
Problems and/or Comments:

4, Cost Categorization (Administrative and Program)
Correctly Categorized [0 Yes [ No
Need More Information [0 Yes [1 No

Problems and/or Comments:

Cost Categories Are:

Administrative, Program Costs, Rapid Response, Needs-Related Payments,

and Supportive Services.
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Attachment A

Part 1l SPECIFIC COSTS - ADMINISTRATIVE AND PROGRAM

Necessary / : Basis for Judgement
~ Reasonable f (Check One or More)

Cost Element

“Staff Costs

[0 Yes

[0 No [|Independent Agency Estimate
Compared / Other Current Offer:
Compared / Past Offers

Verified Market Price or Quote
“|Other (Specify)

00000

Comments / Concerns / Problems:

Cost Element

Necessary / ' Basis for Judgement

Reasonable | (Check One or More)

2. Staff Costs

(For tax-based elements, be
sure that rates and bases
are current)

[J No |Independent Agency Estimate

Compared / Other Current Offer:
Compared / Past Offers

Verified Market Price or Quote
~{Other (Specify)

OooooOono

Comments / Concerns / Problems:

Cost Element

Necessary / Basis for fudgemeht

3. Staff Travel

Reasonable . (Check One or More)

] Yes

[0 No [|Independent Agency Estimate

= Compared / Other Current Offer:
Compared / Past Offers

Verified Market Price or Quote
7| Other (Specify)

ooooao

2/22/2016



Part Il

Necessary /
Reasonable

Cost Element

Attachment A

Basis for Judge ment

SPECIFIC COSTS - ADMINISTRATIVE AND PROGRAM (continued)

4. Facilities
(Includes rent, utilities,
maintenance for rental
space and show cost per
square foot on back-up)

D Yes [0 No

_ ~_ (Check One or More)
Independent Agency Estimate
Compared / Other Current Offer:
Compared / Past Offers
Verified Market Price or Quote

=1Other (Specify)

ooood

Comments / Concerns / Problems

Necessary /

Cost Element
Reasonable

Basis for Judgement
(Check One or More)

5. Communications
(Telephone, internet, cell |
phones, etc.)

=|Other (Specify)

Independent Agency Estimate
~JCompared / Other Current Offer:

Compared / Past Offers
Verified Market Price or Quote

OoooOod

Comments / Concerns / Problems:

Necessary /

Cost Element

Basis for Judgement

. Reasonable
6. Office Supplies |0 Yes [ No
(Includes postage, software,

desktop supplies, etc.)

(Check One or More)

Independent Agency Estimate
‘|Compared / Other Current Offer:
{Compared / Past Offers
“|Verified Market Price or Quote
“|Other (Specify)

OoOoooo

Comments / Concerns / Problems:
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Part Il

7. Booksand
Training / Teaching Aids

Necessary /
Reasonable

Attachment A

SPECIFIC COSTS - ADMINISTRATIVE AND PROGRAM (continued)
Cost Element

Basis for Judgement

s (Check One or More)
Independent Agency Estimate

Compared / Other Current Offer:
Compared / Past Offers
Verified Market Price or Quote

=:10ther (Specify)

ogooog

Comments / Concerns / Problems:

Cost Element

8. Equiment
(Itemize on back-up)

Necessary /
Reasonable

Basis for Judgement
(Check One or More)
Independent Agency Estimate
Compared / Other Current Offers
Compared / Past Offers
Verified Market Price or Quote
Other (Specify)

ogoood

Comments / Concerns / Problems:

Cost Element

9. Other (Specify)

0 Yes

Necessary /

Reasonable
O Np_ _

Basis for Judgement
7 (Check One or More)
Independent Agency Estimate

~|Compared / Other Current Offer:

Compared / Past Offers
Verified Market Price or Quote
Other (Specify)

ooooan

Comme

nts / Concerns / Problems:
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Part |l

Necessary /
_Reasonable

Cost Element

Attachment A

Basis for Judgement

(Check One or More)

SPECIFIC COSTS - ADMINISTRATIVE AND PROGRAM (continued)

Other (Specify)

Yes

O No

={Other (Specify)

Independent Agency Estimate

Compared / Other Current Offers
Compared / Past Offers
Verified Market Price or Quote

0 ooooj

Comments / Concerns / Problems:

Cost Element Necessary /

Reasonable

~{Other (Specify)

Basis for Judgement
(Check One or More)

Independent Agency Estimate
“:|Compared / Other Current Offer:

Compared / Past Offers
Verified Market Price or Quote

Ooooogod

Comments / Concerns / Problems:

Cost Element

Necessary /

Basis for Judgement

Reasonable

Payment of ITAs |1 Yes

12

O No

(Check One or More)

Independent Agency Estimate
“1Compared / Other Current Offer:

Compared / Past Offers
Verified Market Price or Quote
Other (Specify)

i

blems:
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Part Il

Cost Element

13. Indirect Costs
(Review copy of indirect
document & copy o
cognizant Agency's approva
which should be attached)

Necessary /

~_ Reasonable
[0 Yes

0 No

Attachment A

Basis for Judgement
- (Check One or More)

SPECIFIC COSTS - ADMINISTRATIVE AND PROGRAM (continued)

Independent Agency Estimate
Compared / Other Current Offer:
Compared / Past Offers

Verified Market Price or Quote
“{Other (Specify)

ooooad

Comments / Concerns / Problems:

Necessary /
Reasonable

Basis for Judgement
(Check One or More)

Independent Agency Estimate
“1Compared / Other Current Offer:
Compared / Past Offers

Verified Market Price or Quote
~|Other (Specify)

OOooool

Comments / Concerns / Problems:

Cost Element

Necessary /

Basis for Judgement
(Check One or More)

15.  Work ExperienceJ

Reasonable

Independent Agency Estimate
Compared / Other Current Offer:
Compared / Past Offers
“|Verified Market Price or Quote

Oooooo

Comments / Concerns / Problems:
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Attachment A

SPECIFIC COSTS - ADMINISTRATIVE AND PROGRAM (continued)

Cost Element : Necessary / Basis for Judgement
. Reasonable (Check One or More)
[J Yes [ No |Independent Agency Estimate
"""""""""""" Compared / Other Current Offer:
Compared / Past Offers

Verified Market Price or Quote
“{Other (Specify)

Part Il

rk Experienc-

ooooOoo

Comments / Concerns / Problems:

Cost Element Necessary / Basis for Judgement

Reasonable ‘- (Check One or More)
o Independent Agency Estimate
“ICompared / Other Current Offer:
Compared / Past Offers

Verified Market Price or Quote
~{1Other (Specify)

17. Supportive
Services to Participants or
Needs-Related and
Supportive Services

OO0o0OoOoog

(':-omments / Concerns / Problems:
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Attachment A
Part 1ll PROFIT / FEE

1. Proposer is (Check One) [] For-Profit [J Non-Profit
2. If Non-Profit, No Profit Allowable.
3. If For-Profit, Amount of Profit Proposed. S
Profit as % of Total Other Costs %

Prior to completing Part IIl, please review the following information provided by the USDOL /
ETA's Division of Policy Review and Resolution.

The Uniform Guidance does not establish a specific percentage or dollar amount. The FAR at
48 CFR 15.404-4 states that it be less than 10 percent. The Department of Human Services
limits profit as a matter of practice to no more than 8 percent. The 10 percent maximum
amount does not mean that the negotiated profit should be 10 percent. The appropriate
amount of profit depends on the level of risk and the services provided.

When developing a policy, a State or Local Workforce Development Area must establish the
factors that one will gauge and calculate the level or percentage of profit. One of the most
common findings from onsite compliance reviews are weaknesses in the procurement process
that resulted in poor execution of a contract and miscalculation of profit. For instance,
payment of profit should be tied to the achievement of some performance, and it should not
be calculated on costs that are considered as pass through. For instance, if this company
simply cuts checks to training providers or for supportive services that are provided by a third
party; there is no risk or services being provided, so it would not make sense that the profit is
calculated on those expenses. In other words, profit should not be based on total expenses
incurred but performance achieved.

When determining the factors in which profit will be gauged, consider the costs principles and
reasonable costs that would consider the following:

e Complexity of the work performed. Less complex work should
reduce profit levels.

e The level of risk borne by recipient. If the recipient has very little
risk of not covering its costs, then the profit should be reduced
accordingly.

® Recipient's investment. If the recipient's investment is minimal,
then profit should be minimal as well.

e Amount of funding passed through to subrecipients. As more of
the work is being performed not by the recipient directly but by its
subrecipients, then the contractor should be "earning" less profit.

e Quality of past performance.
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Attachment A

e |ndustry profit rate in the surrounding area for similar work. This
factor is one way in which reasonableness of costs is measured. If
the level of profit exceeds the going rate of profit in the
surrounding area, then that profit is unreasonable by definition

and is, therefore, not an allowable cost.
e Market conditions in the surrounding geographical area.

® So what are the requirements applicable to establishing profit in
Federally-funded programs? The primary rule is that you must
negotiate profit as a separate element from price when there is no
price competition and in all cases where cost analysis is
performed. Cost analysis is required when the award exceeds the
simplified acquisition threshold. Under these circumstances, profit
cannot be hidden in an overall price, but must be separately
negotiated and identified in the agreement. Profit should be tied
to performance, and the amount or level must be specified in the
contracting instrument used to secure such services.

Determination of Reasonableness of Profit

Assign an overall rating of low, medium or high to each criterion, after analyzing each of the
elements.
e A Low rating indicates a low level of effort; low profit justified.
e A Medium rating indicates an ordinary effort, e.g., a standard
curriculum, some assistance in program delivery, etc.; medium

level of profit justified.

® A High rating indicates an extraordinary level of effort will be
needed for program delivery, e.g., innovative program, strong
service to groups with barriers, etc.; high profit justified.

4. Complexity of Work [0 Low [ Medium [J High

Will the offeror be responsible for the full range of services for program participants,
i.e., recruitment, certification, assessment, case management, training, placement,
follow-up through retention?

0 Yes 0[O No [J Somewhat

Will the offeror provide multiple training through several components, i.e., basic
skills, pre-employment skills, vocational skills, work-based training, job search?

LI Yes 0 No [ Somewhat
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Part Il

Attachment A

Will the training be in higher skills, and will the offeror be required to serve a high
number of individuals with multiple barriers?

O Yes [0 No [ Somewhat

Will the offeror be expected to achieve a high level of coordination in providing
training or services?

O Yes [0 No [ Somewhat

Will the offeror be required to have an accounting system capability to make direct
participant payments or reimburse employers directly?

0 Yes [ No [ Somewhat

PROFIT FEE

Contract Risk [0 Low [ Medium [J High

Will the offeror be reimbursed for all expenses incurred in program delivery?
L0 Yes [ No [ Somewhat
Is the program design new and/or innovative?
[l Yes [ No [ Somewhat
Will the offeror be required to achieve multiple program outcomes?
[0 Yes [ No [ Somewhat
Is a high level of service required for hard to serve groups?
[0 Yes [ No [J Somewhat
Are placement and retention goals high?

O Yes [0 No [0 Somewhat

Contractor Investment [0 Low [ Medium [ High

Was the offeror required to develop an innovative, complex program design?

[0 Yes [ No [ Somewhat

13 2/22/2016



Part Ill

Attachment A

Will the offeror be responsible for managing services at multiple sites?

O Yes [0 No [ Somewhat

Will the complexity of the program require complex accounting and participant
recordkeeping?

0 Yes [ No 0[O Somewhat

Will costs be reimbursed on a regular basis, or payments for performance made
intermittently?

O Yes [0 No 0O Somewhat

PROFIT FEE (continued)

Subcontracting [0 Low [ Medium [ High

Will the offeror rely on subcontracts for program delivery?

[0 Yes [ Ne [ Somewhat
Could the level of subcontracting impact negatively the offeror's performance, i.e.:

e |f OJT or customized training, the employer commits to hire prior
to subcontracting, therefore, any negative impact would more
likely be related to the offeror's inability to counsel and motivate

the participant.
o |f other types of training are subcontracted, with the offeror

responsible for placement, poor training could negatively impact

the offeror's ability to place the participant.
e If only support services are contracted, they would bear no impact

on performance.

O Yes [ No [ Somewhat

Past Performance O Low [ Medium [ High

Past performance should be rated in terms of rewarding high performance with
higher profit.

14 2/22/2016



Attachment A

Give a High rating if in the previous program year the offeror achieved all
performance goals at level of 90% - 100%.

Give a Medium rating if in the previous program year the offeror achieved all
performance goals at a level of 80% - 89%.

Give a Low rating if in the previous program year the offeror achieved only 70% -
79% of its performance goals.

If in the previous program vyear the offeror achieved less than 70% of its
performance goals, its past performance should be considered unsatisfactory and
negative consideration given to this criterion in determining reasonableness of
profit/program income.

If the offeror did not have a contract in the previous program year, the lack of rating
for this criterion should not negatively impact the determination of reasonable
profit.

Part Il PROFIT FEE (continued)
g Industry Profit Rates
10. Market Conditions
After a consideration of the aforementioned criteria, the rating schedule below will
be used to determine a reasonable level of profit.
® LOW Rating: A profit equal to 3% - 5% of proposed operating
costs is considered reasonable.
e MEDIUM Rating: A profit equal to 6% - 8% of proposed operating
costs is considered reasonable.
e HIGH Rating: A profit equal to 9% - 12% of proposed operating
costs is considered reasonable.
11. Profit is (Check One) [] Reasonable [J Not Reasonable (Excessive)
12. If Profit is Deemed Reasonable, Describe Basis for Judgement (e.g., Agency Profit

Guidelines; Application of Profit Guidelines; Other)
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Attachment A

13. If Profit is deemed Excessive, List Profit Objective (% or Dollar Amount) to be
Negotiated
PRICE ANALYSIS TOOL
PARTI:  Primary Comparison (with other proposer's to this RFP)
1. .Price Per
Positive

Outcomes (Job
Placement or
other positive)

2. Total Fixed
Price (Proposal
Total)

3. Price Per
Instruction
Hour*

4, Price per
participant**

*Total instructional hours divided into the total proposal amount.
**Total proposal amount divided by the total planned participants.

16
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Attachment A

PART Il: Cost Data Comparison (Reference Budget Sheets for each proposed program of this
type to obtain comparison information)

1. Number of
Planned
Participants

2. Total Staff
Hours

3. Total
Planned Staff
Cost

4. Proposed
Staff Costs Per
Participant

PART Ill: Secondary Comparison (with other proposer's to this RFP)

1. Price Per
Positive
Outcomes
{Based on
goals &
objectives as
stated in
proposal)

2. Total Fixed
Price (Proposal
Total)

PART IV

- NARRATIVE

Give a brief narrative judgement about reasonableness of proposer's prices. Justify
your judgement. If you developed an Independent Agency Cost Estimate, describe

how proposer's suggested prices compare to your estimate.

17
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Attachment A

2. If price suggested is too high, develop new price objectives for negotiations and
justify.
a. Suggested New Prices: § S
b. Rationale:

PART IV - CONCLUSIONS

= = EE FELLES S N Lt ]

Prepare a brief narrative citing:

1. Specific additional cost justifications needed;
2 Recommended adjustments to specific cost elements; and
3. Any other comments about cost / price proposal.

(Use another sheet of paper if additional writing space is needed.)

OFFEROR Overall Rating

Rating Completed By Date

18 2/22/2016



Attachment A

RECOMMENDATIONS:

Corrections Required

Proposer / Subrecipient Notified of Corrections? [0 Yes [0 No 0[O N/A

(Please do not notify until after Unit Supervisor(s) / Section Supervisor(s) authorizes to contact.)

Person Contacted:

Date Contacted:

Comments:

Date Corrected Document Received:

Corrected Document Approved: 0 Yes [0 No [ N/A

Note: See Succeeding Attachment(s) if Corrections Were Requested:

Comments:

19 2/22/2016



Signature Requirements:

Signature of 1st Reviewer

Approved: ] Yes [J No
Signature of 2nd Reviewer
Approved: 0 Yes [ No
Section Supervisor Review
Approved: J Yes [ No
WDD Manager Review

Approved: O Yes [O No

L1 N/A*

Acting Deputy Secretary for Workforce Development

& AIDT Director, Alabama Department of Commerce

Approved: 0 Yes

Comments:

O No

O N/A*

Attachment A

Date Review Completed

Date Review Completed

Date Review Completed

Date Review Completed

Date Review Completed

*Review Not Required

20
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Attachment A

[] RFP/Solicitationor [] Agreement No.

Title:

| acknowledge that | have been appointed to conduct reviews of proposals or agreement
modifications received under the solicitation cited above. | have been briefed about my
responsibilities relating to conflict of interest and non-disclosure of information obtained
during these reviews. | have also been briefed on the conflict of interest rules adopted by the
Workforce Development Division and currently in effect.

| do not have any conflict of interest, personal or organizational, real or apparent, in
participating in this procurement or modification of an agreement. If during the course of the
review, | become aware of an actual or possible conflict of interest, | will notify the unit and/or
section supervisor, and seek their advice on withdrawing from the review group.

Further, | will disclose no information obtained in reviewing proposals under this solicitation or
agreement modification to anyone not also participating in this review. Specifically, | will not
disclose the number of respondents to the solicitation; the names of individuals and
organizations that respond; nor will | disclose any information from technical or cost/pricing
submissions of these offerors, except to other reviewers officially assigned to this solicitation or
agreement modification review.

Finally, if anyone outside the official review chain seeks information about the procurement, |
will not supply any information but will refer them to the agency official heading this
procurement.

Printed Name Signature

Title Date

21 2/22/2016





