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Unit Cost

Basis of Payment



Contracting SummaryContracting Summary 
FY 2002 FY 2002 -- 20062006

FYFY
Total # Total # 

Contracts Contracts 
AwardedAwarded

20022002 247247

20032003 180180

20042004 293293

20052005 234234

20062006 305305

TotalTotal 12591259

Specific DeliverableSpecific Deliverable
Indefinite DeliverableIndefinite Deliverable

= 119  = 119  
= 1140= 1140

EngineeringEngineering
SurveyingSurveying
Materials Eng. (Lab)Materials Eng. (Lab)
Bridge InspectionBridge Inspection
ArchitectureArchitecture

(10%)(10%)
(90%)(90%)

= 723= 723
= 360= 360
= 122= 122
= 27= 27
= 27= 27

(57%)(57%)
(29%)(29%)
(10%)(10%)
(2%)(2%)
(2%)(2%)



Contract  Rate ScheduleContract  Rate Schedule

Labor RatesLabor Rates
Overhead RateOverhead Rate
Profit RateProfit Rate
Other Direct ExpensesOther Direct Expenses



Cost Plus Fixed FeeCost Plus Fixed Fee



Cost Plus Fixed FeeCost Plus Fixed Fee

Typically By ProviderTypically By Provider
Supplemental Supplemental 
Agreement Required Agreement Required 
to Changeto Change



Cost Plus Fixed FeeCost Plus Fixed Fee
Labor RatesLabor Rates
●●

 
Negotiate MaximumsNegotiate Maximums

●●
 

Reimburse Actual Hourly RatesReimburse Actual Hourly Rates
Staffing CategoriesStaffing Categories
●●

 
Provide for Expected StaffProvide for Expected Staff

●●
 

Consider the UnexpectedConsider the Unexpected



Staffing CategoriesStaffing Categories
Define According to the Project Organization Define According to the Project Organization ––
Not the ProviderNot the Provider’’s Organizations Organization
Define According to Project Role and Experience Define According to Project Role and Experience ––
Not Professional TitlesNot Professional Titles

The Staffing Categories Are Not Intended 
To Be Used as a Shopping List



Cost Plus Fixed FeeCost Plus Fixed Fee
Overhead RateOverhead Rate
●●

 
Accept the Audited Rate Accept the Audited Rate ––

 
OR OR ––

●●
 

Negotiate a Different RateNegotiate a Different Rate
Profit (%)Profit (%)
●●

 
Rate Based On Project CharacteristicsRate Based On Project Characteristics

●●
 

Not To Exceed 15%Not To Exceed 15%
●●

 
Used To Calculate Fixed Fee ($)Used To Calculate Fixed Fee ($)



Other Direct ExpensesOther Direct Expenses

Reimburse Actual CostReimburse Actual Cost
●●

 
Not To Exceed MaximumsNot To Exceed Maximums

●●
 

Receipts Required For Purchased ItemsReceipts Required For Purchased Items
Reimburse Fixed RateReimburse Fixed Rate
●●

 
Documentation of Use for Fixed Rate ItemsDocumentation of Use for Fixed Rate Items

Mileage LogMileage Log
Copier Usage LogCopier Usage Log
Proof of Overnight StayProof of Overnight Stay



Other Direct ExpensesOther Direct Expenses

Identify Anticipated/Possible ItemsIdentify Anticipated/Possible Items
Primary Responsibility Primary Responsibility -- ConsultantConsultant

An Item Cannot Be Identified in a 
Work Authorization if it Was 
Not Identified in the Contract



Other Direct Other Direct 
ExpensesExpenses

Guidance IssuedGuidance Issued
May 23, 2007May 23, 2007
Sample List Sample List –– 3 pgs3 pgs
Negotiate Fixed or Negotiate Fixed or 
Max CostMax Cost
Coordinate With the Coordinate With the 
Project Team to Project Team to 
Develop Complete ListDevelop Complete List



Miscellaneous Miscellaneous ODEsODEs
Limited Approval Limited Approval 
AuthorityAuthority
Applies to the ContractApplies to the Contract
Not Per Not Per 
Work AuthorizationWork Authorization
These Costs Are These Costs Are 
Absorbed Within the Absorbed Within the 
Max NTEMax NTE
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Basis for Maximum NTEBasis for Maximum NTE
Detailed Scope Of Work w/ DeliverablesDetailed Scope Of Work w/ Deliverables
Negotiated Level of Effort (Hours)Negotiated Level of Effort (Hours)
Approximate Rate Per Staffing CategoryApproximate Rate Per Staffing Category
●●

 
DonDon’’t Use Contract Maximums t Use Contract Maximums 

Overhead Rate Overhead Rate –– From ContractFrom Contract
Profit Rate Profit Rate –– From ContractFrom Contract
Quantities of Other DirectsQuantities of Other Directs
●●

 
Use Fixed Rate or Approximate Actual CostUse Fixed Rate or Approximate Actual Cost



Maximum NTE with Fixed FeeMaximum NTE with Fixed Fee

Fixed Fee ($)Fixed Fee ($)
●●

 
Percentage Of Percentage Of PrimePrime’’ss

 
Labor & OH CostsLabor & OH Costs

●●
 

SubproviderSubprovider
 

Profit is Not IncludedProfit is Not Included
Clearly Show Fixed Fee CalculationClearly Show Fixed Fee Calculation
Clearly Label the Fixed Fee ($)Clearly Label the Fixed Fee ($)



Prime Provider Staffing Categories 
 Hourly Rates by Category ($) 

      
 

Project Tasks  
Based On       

Scope of Work 

     

 Hours or Level of Effort 
Defined By  

Function Codes 
     

      
      
      
      
     Total Labor ($) 
    Overhead (%) + OH($) 
Other Directs Unit Costs   Profit (%) + Fixed Fee ($) 
Travel $/unit   Other Directs + OD Cost ($) 
Per diem $/unit    + Sub A ($)  
Other Items $/unit    + Sub B ($)  
    Maximum Amount 

Not to Exceed 
Fair and Reasonable 

Cost ($) 
 

Maximum NTE with Fixed FeeMaximum NTE with Fixed Fee



CPFF CPFF -- InvoiceInvoice
Detailed Progress ReportDetailed Progress Report
Table Identifying Staff, Hours, and Actual RatesTable Identifying Staff, Hours, and Actual Rates
TimesheetsTimesheets
OH Cost Per Contract RateOH Cost Per Contract Rate
Partial Fixed FeePartial Fixed Fee
Other Direct Expenses Other Direct Expenses -- With BackWith Back--UpUp
Subprovider Invoices In Similar FormatSubprovider Invoices In Similar Format
HH--FormsForms



Specified RateSpecified Rate



Specified Rate Specified Rate -- SurveyingSurveying

Typically By ProviderTypically By Provider
Supplemental Supplemental 
Agreement Required Agreement Required 
to Changeto Change



Specified Rate Specified Rate -- EngineeringEngineering

Typically By ProviderTypically By Provider
Supplemental Supplemental 
Agreement Required Agreement Required 
to Changeto Change



Specified RateSpecified Rate 
(Surveying)(Surveying)

LaborLabor
OverheadOverhead
ProfitProfit
Other Direct ExpensesOther Direct Expenses

Specified Rate

Information Is Not
 

Available To Evaluate 
Labor, Overhead, And Profit Rates Separately



Information Is
 

Available To Evaluate 
Labor, Overhead, And Profit Rates Separately

Specified RateSpecified Rate 
(Engineering)(Engineering)

LaborLabor
OverheadOverhead
ProfitProfit
Other Direct ExpensesOther Direct Expenses

Specified Rate



Labor RatesLabor Rates
●●

 
Negotiate Base RatesNegotiate Base Rates

●●
 

Used to Calculate the Loaded RateUsed to Calculate the Loaded Rate
Staffing CategoriesStaffing Categories
●●

 
Provide for Expected StaffProvide for Expected Staff

●●
 

Consider the UnexpectedConsider the Unexpected

Specified Rate Specified Rate –– EngineeringEngineering



Staffing CategoriesStaffing Categories
Define According to the Project Organization Define According to the Project Organization ––
Not the ProviderNot the Provider’’s Organizations Organization
Define According to Project Role and Experience Define According to Project Role and Experience ––
Not Professional TitlesNot Professional Titles

The Staffing Categories Are Not Intended 
To Be Used as a Shopping List



Specified RateSpecified Rate
Overhead RateOverhead Rate
●●

 
Accept the Audited Rate Accept the Audited Rate ––

 
OR OR ––

●●
 

Negotiate a Different RateNegotiate a Different Rate
●●

 
Used to Calculate the Loaded RateUsed to Calculate the Loaded Rate

Profit (%)Profit (%)
●●

 
Rate Based On Project CharacteristicsRate Based On Project Characteristics

●●
 

Not To Exceed 15%Not To Exceed 15%
●●

 
Used To Calculate the Loaded RateUsed To Calculate the Loaded Rate



Other Direct ExpensesOther Direct Expenses

Same as Cost Plus Fixed FeeSame as Cost Plus Fixed Fee



Basis for Maximum NTEBasis for Maximum NTE
Detailed Scope Of Work w/ DeliverablesDetailed Scope Of Work w/ Deliverables
Negotiated Level of Effort (Hours)Negotiated Level of Effort (Hours)
Loaded Contract RatesLoaded Contract Rates
Quantities of Other DirectsQuantities of Other Directs
●●

 
Use Fixed Rate or Approximate Actual CostUse Fixed Rate or Approximate Actual Cost



Prime Provider Staffing Categories 
 Specified (Contract) Rates by Category ($) 

      
 

Project Tasks  
Based On       

Scope of Work 

     

 Hours or Level of Effort 
Defined By  

Function Codes 
     

      
      
      
      
     Total Labor ($) 
      
Other Directs Unit Costs     
Travel $/unit   Other Directs + OD Cost ($) 
Per diem $/unit    + Sub A ($)  
Other Items $/unit    + Sub B ($)  
    Maximum Amount 

Not to Exceed 
Fair and Reasonable 

Cost ($) 
 

Maximum NTEMaximum NTE



Specified Rate Specified Rate -- InvoiceInvoice
Detailed Progress ReportDetailed Progress Report
Table Identifying Staff, Hours, and Loaded RatesTable Identifying Staff, Hours, and Loaded Rates
TimesheetsTimesheets
Other Direct Expenses Other Direct Expenses -- With BackWith Back--UpUp
Subprovider Invoices In Similar FormatSubprovider Invoices In Similar Format
HH--FormsForms



Lump SumLump Sum



Lump SumLump Sum
Requires Predictable, WellRequires Predictable, Well--Defined ScopeDefined Scope
Knowledge/Confidence in Level of EffortKnowledge/Confidence in Level of Effort
Fixed Cost To Be Paid For CompletionFixed Cost To Be Paid For Completion
Payment By Interim/Final DeliverablesPayment By Interim/Final Deliverables
Actual Hours/Cost IrrelevantActual Hours/Cost Irrelevant



TxDOTTxDOT’’ss Evaluation Of RiskEvaluation Of Risk

How Predictable Is Scope Of Work?How Predictable Is Scope Of Work?
Risk Of Paying More Than Necessary Risk Of Paying More Than Necessary 
Should Be Within Acceptable LimitsShould Be Within Acceptable Limits



ConsultantConsultant’’s Evaluation Of Risks Evaluation Of Risk

How Predictable Is Scope Of Work?How Predictable Is Scope Of Work?
Risk Of Losing Money Should Be Within Risk Of Losing Money Should Be Within 
Acceptable LimitsAcceptable Limits
Risk Of Loss is Balanced With Possibility Risk Of Loss is Balanced With Possibility 
of Increased Profitsof Increased Profits



Lump SumLump Sum

Identical to 
Specified Rate 



Other Direct ExpensesOther Direct Expenses

Basically the Same as CPFF & Specified RateBasically the Same as CPFF & Specified Rate



Miscellaneous Miscellaneous ODEsODEs

Page 3 of 3
Does Not Apply 
To Lump Sum



Basis for Maximum NTEBasis for Maximum NTE
Same as Specified RateSame as Specified Rate
Detailed Scope Of Work w/ DeliverablesDetailed Scope Of Work w/ Deliverables
Negotiated Level of Effort (Hours)Negotiated Level of Effort (Hours)
Loaded Contract RatesLoaded Contract Rates
Quantities of Other DirectsQuantities of Other Directs
●●

 
Use Fixed Rate or Approximate Actual CostUse Fixed Rate or Approximate Actual Cost



Prime Provider Staffing Categories 
 Specified (Contract) Rates by Category ($) 

      
 

Project Tasks  
Based On       

Scope of Work 

     

 Hours or Level of Effort 
Defined By  

Function Codes 
     

      
      
      
      
     Total Labor ($) 
      
Other Directs Unit Costs     
Travel $/unit   Other Directs + OD Cost ($) 
Per diem $/unit    + Sub A ($)  
Other Items $/unit    + Sub B ($)  
    Lump Sum Fair and Reasonable 

Cost ($) 
 

Maximum NTE = Lump SumMaximum NTE = Lump Sum



Maximum NTE = Lump Sum

When do we pay?

How much do we pay?



Lump Sum PaymentLump Sum Payment

TxDOT and the Consultant 
Need to Know What Triggers a 
Payment and for What Amount



Basis of PaymentBasis of Payment

Payment Type Basis

Cost Plus Fixed Fee Actual 
Plus OH & Profit

Specified Rate Specified 
(Loaded)

Lump Sum

Unit Cost Actual
Unit Unit Cost Actual

Quantities
Fixed or 
Actual

(*) Requires a table of deliverables that defines each deliverable and the corresponding percentage 
    or dollar amount that the deliverable represents.

Labor/OH/Profit Other Direct Expenses

Progress

Performance

Actual
Hours

Actual
Quantities

Fixed or  
Actual

Interim/Final Deliverables (*)



Table of DeliverablesTable of Deliverables
Identify Interim and Final DeliverablesIdentify Interim and Final Deliverables
Identify Corresponding Dollar AmountsIdentify Corresponding Dollar Amounts
Deliverables Should Correspond to the Deliverables Should Correspond to the 
Scope of WorkScope of Work
Each Deliverable Description Should Be Each Deliverable Description Should Be 
Distinguishable From AnotherDistinguishable From Another



Table of DeliverablesTable of Deliverables
Develop in Coordination With the ConsultantDevelop in Coordination With the Consultant
Provide for Acceptable Invoicing Frequency Provide for Acceptable Invoicing Frequency 
Dates Are Not Required Dates Are Not Required 
All Deliverables Are Not Expected to be All Deliverables Are Not Expected to be 
Useable/Final Work ProductsUseable/Final Work Products
Interim Deliverables Provide Proof of Work Interim Deliverables Provide Proof of Work 
PerformedPerformed



Best Example ToBest Example To--DateDate



Best Example ToBest Example To--DateDate



Best Example ToBest Example To--DateDate



Best Example ToBest Example To--DateDate



Could Be BetterCould Be Better



Lump Sum PaymentLump Sum Payment
May Not Be Exactly MonthlyMay Not Be Exactly Monthly
Invoicing/Payment is Based on DeliverablesInvoicing/Payment is Based on Deliverables
Amounts PreAmounts Pre--determined by Table of determined by Table of 
DeliverablesDeliverables
TxDOT Expected to Conduct Timely ReviewsTxDOT Expected to Conduct Timely Reviews



Lump SumLump Sum
Minimizes Risk of Paying Towards Minimizes Risk of Paying Towards 
Incomplete WorkIncomplete Work
Financial Percent Complete Financial Percent Complete -- Equals Equals --
Physical Percent CompletePhysical Percent Complete



Lump Sum Lump Sum -- InvoiceInvoice
Detailed Progress Report Detailed Progress Report 
Indication Of Work Completed As Defined Indication Of Work Completed As Defined 
In The Table of Deliverables And In The Table of Deliverables And 
Approved By TxDOTApproved By TxDOT
Percent Invoiced That Corresponds To Percent Invoiced That Corresponds To 
Work Completed/Submitted/ApprovedWork Completed/Submitted/Approved
HH--FormsForms



Unit CostUnit Cost



Unit Cost Unit Cost –– Materials EngMaterials Eng

Typically By ProviderTypically By Provider
Supplemental Supplemental 
Agreement Required Agreement Required 
to Changeto Change



Unit CostUnit Cost
Labor (hrs)Labor (hrs)
OverheadOverhead
ProfitProfit
Other Direct ExpensesOther Direct Expenses

Cost Per 
Unit Of Work

Information Is Not Available To Evaluate 
Labor, Overhead, And Profit Rates Separately



Unit Cost Unit Cost –– Materials EngMaterials Eng 
Labor Labor -- Overhead Overhead -- ProfitProfit

Unit Costs Come LoadedUnit Costs Come Loaded
Identify All Anticipated Work Items/TestsIdentify All Anticipated Work Items/Tests
Know What They Do and DonKnow What They Do and Don’’t Includet Include



Other Direct ExpensesOther Direct Expenses

Same as CPFF & Specified RateSame as CPFF & Specified Rate



Basis for Maximum NTEBasis for Maximum NTE
Detailed Scope Of Work w/ DeliverablesDetailed Scope Of Work w/ Deliverables
Number of UnitsNumber of Units
Loaded Unit CostsLoaded Unit Costs
Quantities of Other DirectsQuantities of Other Directs
●●

 
Use Fixed Rate or Approximate Actual CostUse Fixed Rate or Approximate Actual Cost



Unit Cost Unit Cost -- InvoiceInvoice

Detailed Progress ReportDetailed Progress Report
Summary Of Units Of Work With Unit CostsSummary Of Units Of Work With Unit Costs
Other Direct Expenses Other Direct Expenses -- With BackWith Back--UpUp
Subprovider Invoices In Similar FormatSubprovider Invoices In Similar Format
HH--FormsForms



Unit CostUnit Cost 

For Other Repetitive Tasks For Other Repetitive Tasks 



Payment Type DistributionPayment Type Distribution 
(2002(2002--2006 Contracts)2006 Contracts)

Cost Plus FFCost Plus FF 14%14%

Lump SumLump Sum 28%28%

Specified RateSpecified Rate 34%34%

Unit CostUnit Cost 12%12%

VariousVarious 12%12%

Payment Type
Percent of 
Contracts

Dollar-Value 
($Million)

Percent of 
Dollar-Value

$374$374 19%19%

$456$456 24%24%

$389$389 20%20%

$96$96 5%5%

$609$609 32%32%



Payment Type SelectionPayment Type Selection
Hundreds of Contracts Per YearHundreds of Contracts Per Year
Thousands of Work Authorizations Per YearThousands of Work Authorizations Per Year
No Two Projects Are The SameNo Two Projects Are The Same
No One Payment Type Is BestNo One Payment Type Is Best



Contact InformationContact Information
Camille ThomasonCamille Thomason

 Design Division Design Division ––
 

Consultant Contract OfficeConsultant Contract Office
 512512--416416--22632263

 cthoma1@dot.state.tx.uscthoma1@dot.state.tx.us

Dan NealDan Neal
 Design Division Design Division ––

 
Consultant Contract OfficeConsultant Contract Office

 512512--416416--26672667
 dneal@dot.state.tx.usdneal@dot.state.tx.us



Questions?Questions?
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