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1

Cost allocation systems of federally-funded R&D activities

1.1
3 FAR( )
$25.9B/FY1999 $173B/1998
SBIR Small Business Innovation Research Program $1.05B/FY1998
($204M/1999)
Procurement Acquisition
Federal Acquisition Regulation
FAR35 Research And Development Contract
<Cast coverage scheme of the three R&D funding systems>
(8]
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=
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= ?ii Federal
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2 9 Procurement
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Ceiling Sharing ratio None
Funding limitation in amount/ratio
SBIR  ATP
1.1.1 SBIR ATP
3
SBIR ATP
( P.5 )
<>
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< SBIR
1 $100k 6 2 $750k

< ATP
<$2.9B
$2M 3 >$2.9B
60% $2M 3
50%

SBIR ATP 6

1. Cost-reimbursement

2. Fixed-price incentive

3. Cost-plus-incentive-fee

4. Short-duration fixed-price

5. Fixed-price /
)
6. Cost sharing ATP  SBIR 1. Cost-reimbursement
) 1
1.1.3 GAAP/CAS/FAR
3
Federal cost principles GAAP
CAS Cost Accounting Standards CAS
FAR 1992 CASB Cost Accounting Standards Board
CAS GAAP
GAAP  CAS p.6
CAS GAAP GAAP

1930
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GAAP

Statement 4 Accounting Principles Board 1958-1972
p.7 GAAP
CAS

US* GAAP

*US” GAAP of course means that there are also “UK GAAP” and “Japan GAAP”, etc. GAAP
reflects the different history of each country.

1.2

0K

1.2.1

CAS C )
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FAR/CAS

Direct cost

Indirect cost

G&A
Credits
Discount
Cost of Money
Appendix B
/
Disclosure Statement
GAAP CAS
Disclosure Statement
Statement Statement
Proposal Contracting Officers
Reasonableness
Allocability CAS/FAR
Allowability

Reasonableness




Allocability

G&A

1.2.2

CAS/FAR

Cost-reimbursement

CAS/FAR

Gamd
dlowahility

Artiderumba inFAR-Named oot itars

dlowade

312066

dlowvade

312613

dlovade

3120618
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3206521 -
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3120624
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dlowade

dlowade

3265

31 2065-29-

3206533

dlowade

3L2A6-A-

dlovade

3. 2065-3H-
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31206543
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31206544 -

dlowvade

3120646
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3120538~
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General Compensation for personal services
allow ability

Allowahle |12 « B

alowahle | BiEa. F— F A w2 — 0 SRE

allowahle |[(IAEFTEFESE

Allowanle |[EGHOMERECHEE L ZEFRITFEDS

allowable |HE3E B (R

alowahle |FTMead (HiaftiR, BHEEE. 5 - g . BEEFRESE

allowahle |BEit S = o] 7 & Egi e & -2l fs+ = (Hardship pay)

alowahle | ERECR BIEEI_ T S HMEs

alowahle |EEET BERAIE CEah L 7= EmMis (Incentive pay)

alowable [T OMERRGRNT EBERR. TaRBE. EFRAEN. 7775

allowahle |FHxEHR B TEHI U EERBER»EEINETF)

conditional |-+ 2 (FAMSICLEFR—-F 2 E ke
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allowable [ReEBE A v F T g o

allowable |TE ok B i bf s 2

Appendix A
CAS9904.415
1

FAR31.205-6
1.2.3 Tangible assets
CAS/FAR

) Cost of money

( ) FAR31.205-10

FAR31.205-11
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CAS9904.409-40(b) (1)  (3)

@

&)

® (ON0)

1.2.4

FAR

FAR27.204-3
@)

(b)
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P SFAS No.2

Pilot
project
?

To be
marketed _#

Any
alternative
use?

SOP 98-1

»| SFAS No.86

Source: CPA Journal February 1999

SFAS No. 2, Accounting for Research and Development Costs by FASB

1) /

2) /

SFAS No. 86, Accounting for the Costs of Computer Software to Be Sold, Leased, or
Otherwise Marketed by FASB

( p.18 )

/ National
Association of Accountants FASB
FASB
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SOP 98-1, Accounting for the Costs of Computer Software Developed or Obtained for
Internal Use by AcSEC (AICPA's Accounting Standards Executive Committee)

SFASNO0.86 /

1 modify

2 / modify

Ex. Recently, some consulting firms have proposed that, once a project is completed for its
client, the consulting firm would then try to market the completed software and would, if

successful, share revenues with the original client. SOP 98-1 observes the following:

Arrangements providing for the joint development of software for mutual internal use ... are not
substantive plans to market software. ... Similarly, routine market feasibility studies are not

substantive plans to market software. As such, this type of arrangement would not constitute a

marketing plan, and the provisions of SOP 98-1 would be applicable.

CAS GAAP IRS Code
FASB
IRS( ) Code Any license, permit,
or other right granted by a governmental unit or agency or instrumentality of such an
organization, any covenant ( ) not to compete, and any franchise, trademark, or trade
name, even if self-created (USCODE TITLE 26 - INTERNAL

REVENUE CODE, Subtitle A - Income Taxes

CHAPTER 1 - NORMAL TAXES AND SURTAXES, Subchapter B - Computation of Taxable Income, PART
VI - ITEMIZED DEDUCTIONS FOR INDIVIDUALS AND CORPORATIONS, Sec. 197. Amortization of goodwill
and certain other intangibles)

IRS Code Self-createdintagibles
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IRS 1997

IRS Proposed Regulations Relating to Amortization of Certain Intellectual Property, 1997
This proposed regulations are to implement section 197 of the Omnibus Budget Reconciliation Act ("OBRA") of
1993
36

Sec. 167. Depreciation.
(a)General rule
There shall be allowed as a depreciation deduction a reasonable allowance for the exhaustion, wear

and tear (including a reasonable allowance for obsolescence) -

(1)of property used in the trade or business, or

(2)of property held for the production of income.

() Treatment of certain property excluded from section 197

(L)Computer software

(A)In general

If a depreciation deduction is allowable under subsection (a) with respect to any computer software,

such deduction shall be computed by using the straight line method and a useful life of 36 months.

AT&T
CAS/FAR
CAS/FAR
AT&T SOP98-1
SFAS No.86
AT&T SOP98-1 /
3
AT&T 0S
0S
AT&T SFAS No.86 capitalize

Property 3
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Source: AT&T 1998 annual report Financial highlights, Notes on Consolidated Financial
Statements, Summary of Significant Accounting Principles

1.2.5
CAS/FAR Direct labor cost Labor rate
Disclosure Statement
Contracting officers
500 Average labor rate
(
p.23 )
1.2.6 Subcontracting
disincentive
SBIR  Phase | 3 2 ( ) research and/or analytical
work Phase I 2 1
( )
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ATP Proposal Preparation Kit: EXHIBIT 6. FORM NIST-1262 Subcontracts

ATP
FAR35.007 — Solicitations
scientific or technical work
FAR35.009 — Subcontracting Research and Development Effort.
Source
Approval
FAR52.244-2
ATP

ATP Proposal Preparation Kit:EXHIBIT 6. FORM NIST-1262 Subcontracts
ATP ATP

ATP
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1.2.7

FAR31.205-32
( P.26 )

FAR 31.205-32 -- Precontract Costs.

1.2.8
Disclosure Statement
/
Penalties
FAR 42.709-1 — General

(a) The following penalties apply to contracts covered by this section:
Q) FAR

(i)
(ii)
(2)

CAS/FAR

CAS/FAR
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FAR 30.602-3 — Voluntary Changes

(a) General
(1)
(2)
3 GPRA FAR
FAR Subpart 1.4 — FAR (Deviations From the FAR)
1.402 — Policy
FAR granted

FAR
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1.3

CAS/FAR

FAR /

FAR - Part 35
Research and Development Contracting
35.002 - General
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1.4

MUSE 1999 3 “

Executive Order No. 12591,
“Facilitating Access to Science and Technology”, April 10, 1987
“Each agency head shall ... cooperate, under policy guidance provided by the Office of Federal

Procurement Policy, with the heads of the other affected departments and aencies, in the

development of a uniform policy permitting federal contractors to retain rights in_software,
engineering drawings and other technical data generated by federal grants and contracts, in

exchange for royalty fee use by or on behalf of the government.”

FAR

FAR 27.406 -- Acquisition of Data.

(b) Additional data requirements

(3) Agencies not having an established program for dissemination of computer software shall give
consideration to not ordering additional computer software under the clause at 52.227-16,
Additional Data Requirements, for the sole purpose of disseminating or marketing of the software
to the public especially if this will provide the contractor additional incentive to make
improvements to the software at its own expense and disseminate or market it. This should not
preclude an agency from including a summary description of computer software available from a
contractor in any data dissemination programs which it operates, with a statement as to how the
potential user can obtain it through the contractor, licensee, or assignee. In cases where the

contracting officer orders software for internal purposes. consideration shall be given, consistent

with the Government's needs, to not ordering particular source codes. algorithms, processes,

formulae or flow charts of the software if the contractor shows that this aids its efforts to

disseminate or market the software.
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2
The role of GPRA

1993 GPRA
National Performance Review

Partnership for Reinventing Government
NPR

NPR/GPRA 21

NPR

NPR
National
GPRA

2.1.2 Performance Budgeting

Performance Budgeting

NPR
Accountability System

Performance Result
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Performance Budgeting 3
“MISSION DRIVEN, RESULTS ORIENTED BUDGETING’ (Accompanying Report of the Nationa

Performance Review Office of the Vice President, Washington, DC), September 1993
1

2,

2-1

2-2 1

1
3,
2 2
2.1.3 NPR
NPR 1993 ($3008 )
5,0008 1993
( )
1992

-300 Federal Deficits ..

B[ S —————————— |
=100
% Billiors 4

1970 1975 1980 1985 19490

Mationzl Debt: -5,711 % Billions
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2.1.4 NPR

American citizen

“Customers”

American industry

i 3

R

- The Administration
(Democrat)

Federal agencies

NPR: National
Partnership for
Reinventing
Government

The Congress

(Republican majority)

The Senate

The House

The US Federal Government (excluding jurisdiction)

2.1.5 NPR
NPR 4
NPR (
p.39 ) NPR

1. 1949 1 ( ) 2
2. 1965 ( ) Planning-Programming-Budgeting-System (PPBS)
3. 1973 ( ) Management by Objectives (MBO)
4, 1977 ( ) Zero-Base Budgeting (ZBB)
2.1.6 NPR

NPR
2000 3 1993 NPR FY1999

MUSE Asociates




NPR 1993-2000  ( )

1990 March President Clinton created NPR with Al Gore as its leader.

1993 June "Reinventing Government Summit” led by Al Gore.

1993 Sept. 1993 Report, “Creating a Government That Works Better and Costs Less”, made 384 recommendations. It as based on 33
"accompanying" reports which detailed 1,250 specific actions intended to save $108 hilion, reduce the number of "overhead"
positions (management, procurement, financial management, etc.), and improve govemment operations.

1993 Sept. Government Performance Results Act (GPRA) enacted.

1994 March Federal Workforce Restructuring Act (Public Law 103-226) that mandated a civilian workforce reduction of 272,900 fulime
equivalents (FTEs) by FY1999.

1994 March Federal Acquisition Streamlining Act (Public Law 103-355) that incorporates many of the recommendations by the NPRs
Phase | Report.

1994 Sept. 1994 Status Report, “Creating a Government That Works Better and Cost Less’, sets out the status of implementation of the]
recommendations in the 1993 Report.

1995 Sept. 1995 Annual Report, “Common Sense Government”, made 200 recommendations and reports $58B savings.

1996 March Background Paper, “NPRs Next Steps: Governing in a Balanced Budget World”

1996 April Federal Acquisition Reform Act (Contained in PL 104-106)

1996 April Information Technology Management Reform Act (Also contained in PL 104-106) that enhances the infroduction of leading
edge information technology by shifting the authority from GSA to OMB.

1996 Sept. 1996 Annual Report, “The Best Kept Secrets In Government”

1997 Sept. The Strategic Plans submitted by all agencies.

1998 Feb Thefirst Performance Plans for FY 1999 submitted by all agencies.

1999 Feb The Performance Plans for FY2000 submitted by all agencies.

2000 March 31 _ The first Program Performance Reports of FY1999to be submitted by all agencies.
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2.2

2.2.1 NPR Performance Budgeting

NPR
Planning

Strategic Plan: 5 year strategic mission statement
with outcome-related goals and objectives. To be
revised every 3 years.
Performance Plan: Annual plan on how to
implement strategies. Quantifiable and measurable
objectives.

Evaluation/Reporting Implementation
Customer Satisfaction Survey Governmentwide: Performance
based on ACSI < Budgeting with PBOs, procurement
Annual Performance Report to including IT, personnel,
the Congress by the Agency level: Reinvention Labs,
Administration and Agencies Hammer Awards

2.2.2 Planning

1993 StrategicPlan Performance
Plan

Strategic Plan
OMB 5 3

(1)

(2)

(3)

(4)

(5)

(6)
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Performance Plan
OMB @ 2 )

() ( Subsection (b)

3)
(4)
(5)
(6)
Subsection (b):

2.2.3 Implementation

2.2.3.1 Reinvention Laboratory

Performance Budgeting Reinvention Laboratory
1998 325
QC
QC FAR
Waiver P.28 P.29 P.50-52

NPR “Partnership’

National Partnership for é ;

(Actually, NPR

Agency
Directors

Reinventing Government

(Al Gore/The Clinton
Administration)

is the leader.) Agency Officers

“Reinvention Labs”
= selected teams of employees
with “Hammer Awards ” as an incentive

NPR Reinvention Lab
Lab NPR
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1999 GPRA FY1999
Lab 1998 Reinvention Lab
Reinvention Lab FY1999
Andersen Consulting
0C
2.2.3.2 High Impact Agencies
Relenvention Lab NPR 1998
High Impact Agencies G to C) G toB
32 High Impact Agencies NPR

Department of Agriculture
1. Animal and Plant Health Inspection Service
2. Food Safety and Inspection Service
3. Food and Nutrition Service
4. Forest Service
Department of Commerce
5. Bureau of the Census
6. U.S. & Foreign Commercial Service/ITA
7. Patent and Trademark Office
8. National Weather Service
Department of Defense
9. Acquisition Reform
Department of Education
10. Office of Financial Assistance
Department of Health and Human Services
11. Food and Drug Administration
12. Administration for Children and Families
13. Health Care Financing Administration
Department of the Interior
14. National Park Service
15. Bureau of Land Management
Department of Justice
16. Immigration and Naturalization Service

Department of Labor
17. Occupational Safety and Health Administration
Department of State
18. Bureau of Consular Affairs
Department of Transportation
19. Federal Aviation Administration
Department of Treasury
20. Customs Service
21. Internal Revenue Service
22. Office of Domestic Finance
/Financial Management Service
Department of Veterans Affairs
23. Veterans Health Administration
24, Veterans Benefits Administration
25. U.S. Postal Service
Independent Agencies
26. Environmental Protection Agency
27. Federal Emergency Management Agency
28. General Services Administration
29. National Aeronautics and Space Administration
30. Office of Personnel Management
31. Small Business Administration
32. Social Security Administration

2.2.3.3 Performance-Based Organizations PBO:
PBO 1996 NPR
PBO
FY2000 PBO 2000
FY2000 PBO ( )

ePatent and Trademark Office
*Defense Commissary Agency

*U.S. Mint

*Seafood Inspection Service
*Rural Telephone Bank

*Federal Lands Highway Program

FY2000 Candidates of PBOs that applied for the Congressional approval this year

*St. Lawrence Seaway Development Corp.

*Air traffic services division of the Federal Aviation Administration

*National Technical Information Service

MUSE Asociates
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2.2.3.4 Information Technology Management Reform Act 0f1996 ITMRA

D

2)
3)
4)
5)
6)
)

8)

9
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ITMRA

GSA OomB

CI0 Chief Information Officer

FAR Councill

Modular Contracting

Administrator of Federal Procurement Policy OMB

25
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GPRA
OomB

2.2.4.1
12862 1993 9

12862: Setting Customer Service Standards.
The White House, 11 Sept. 1993
Section 1. Customer Service Standards.

NPR

High Impact Agencies

2. 1994 3

4, / Benchmark

2.2.4.2 American Customer Satisfaction Initiative ACSI

1994
ACSI P.48
www.acsi.asq.org/results.html /
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1994-1999 / ACSI

1994]1995]1996]1997{1998[1999

Manufacturing/Nondurables 81.6] 81.2] 79.0] 78.5] 78.8] 80.0

Manufacturing Durables 79.21 79.8] 78.8| 78.4] 77.9| 77.3

Transportation/Communications/Utilities | 75.1] 75.1] 75.5] 71.6] 71.2] 70.3

Retail 75.7) 73.6] 74.6] 73.2| 70.8] 74.7
Finance/Insurance 75.4| 74.8] 74.1] 745]| 74.6] 74.4
Services 7441 7421 71.2] 67.7] 72.2] 70.4

Public Administration/Government 64.3161.9 |59.2 |62.4 |64.6 |68.7

Federal Agencies n.a. |n.a. fna. |n.a.|n.a. |68.6

ACSI
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2.3 Performance Budgeting

2.3.1 Waiver( )
Waiver Policy /
Waiver Performance Budgeting
/
1998 Waiver /
Waiver

MEMORANDUM FOR THE HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES
THE WHITE HOUSE, April 21, 1998

Subject: Streamlining the Granting of Waivers Waiver
()
Waiver
Waiver
Waiver 30 30
Waiver
2. Waiver
GPRA Waiver

1993 GPRA SEC. 5. MANAGERIAL ACCOUNTABILITY AND FLEXIBILITY.
Chapter 97 of title 31, United States Code, Sec. 9703. Managerial accountability and flexibility a
FY1999 GPRA
Waiver
Waiver
20 11,12, 31,32
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GPRA

Object Class Code 20: Contractual Services and Object subclass in 10. Personal services and benefits:
Supplies

21.0 Travel and transportation of persons 11.1 Full-time permanent

22.0 Transportation of things 11.3 Other than full-time permanent

23.1 Rental payments to GSA 11.5 Other personnel compensation

23.2 Rental payments to others 11.7 Military personnel

23.3 Communications, utilities, and miscellaneous 11.8 Special personal services payments

charges 12.1 Civilian personnel benefits

24.0 Printing and reproduction 12.2 Mllltary personnel benefits

25.1 Advisory and assistance services . _ o )

25 2 Other services Object subclass in 30. Acquisition of Capital Assets:
25.3 Purchase of goods and services from 31.0 Equipment

Government accounts 32.0 Land and structures

25.4 Operation and maintenance of facilities
25.5 Research and development contracts
25.6 Medical care

25.7 Operation and maintenance of equipment
25.8 Subsistence and support of persons

26.0 Supplies and materials

25.5

FAR Waiver
FAR/DFARS Waiver

NPR Waiver Clearinghouse Information
Department of Defense, Defense Logistics Agency
Authority to Deviate from the FAR and DFARS
Synopsis: Defense Procurement has granted contracting activities participating as designated
National Performance Review Reinvention Laboratories authority to deviate from the FAR and
DFARS

Description: The FARS and DFARS authority applies only to those deviations necessary to support a
reinvention objective. It does not apply to those deviations which require publication in accordance
with the requirements of FAR 1.501 (the solicitation of agency and public views, those reserved for
the Director, Defense Procurement in accordance with DFARS 201.402 (1) (i), requirements imposed

by statute, or requirements that implement the regulations or directives of other agencies.

Anticipated Results: Provide authority to deviate from the Federal Acquisition Regulations (FAR or the

Defense Federal Acquisition Regulation Supplement (DFARS)

Progress and Accomplishments: Waiver approved
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2.3.2 Performance Budgeting

Waiver FY1998/1999
Waiver Waiver

OMB
Waiver

Deidre Lee, OMB's acting Deputy Director for Management

FY2001

Paul Posner, GAO'’s Director of Budget Issues

Performance Budgeting

OmB 2001 3 Performance
Budgeting
2.4 NPR/GPRA
Performance Budgeting NPR/GPRA
2 4
NPR/GPRA

Performance Budgeting
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Performance Budgeting
NPR/GPRA
NPR

General Accounting Office
Performance Budgeting Past Initiatives Offer Insights for GPRA Implementation

« )

GPRA

3. GPRA

5. GPRA
GPRA
GPRA

MUSE Asociates 31



2.5 NPR

NPR 4

Performance

Budgeting  FY1999
2000 3 Annual Performance Report

1993
Performance Budgeting

1992

T T [ — Federal Deficits
] 1 1 RS T | - |

)
|
REN
-100
% Billions | | | | | | | | | | | | | | |

1970 1375 1980 1985 1940 1945
Mational Debt: -5,711 % Billions

2000
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3
Implications

CAS/FAR/GAAP
GPRA
1.
2.
3 /
/
4.
3

1.
2.
3.
4.
5.

MUSE Asociates 33



