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Learning Objectives
After reading this chapter, you will be able to:
· List the following five core components of the standardized Annex B-2 form:

· Program/Service;
· Unit of Service;
· Rate per Unit of Service;
· Type of Rate (fixed, installment); and
· Effective Period of Rate.

· Describe the following general concepts for completing a cost-related budget:

· what operating budgets consist of;

· budget periods;  and
· budgeting on agency’s fiscal year.

· Describe the funded and non-funded components of an agency’s total operating budget.

· Complete the Annex B form for a cost-related contract.

Annex B-2 – Non Cost-Related Contract

Contract Reimbursement Manual: Section 5.2
Section 5.2 of the Contract Reimbursement Manual (CRM) provides instructions for the Department’s standard fiscal annexes for non cost-related contracts.  These types of contracts can be used when the Department is assured that the provider is fiscally sound, and can deliver the quality and quantity of service specified in the contract.
The Annex B-2 Contract Rate Information Summary is used for non-cost related contracts to indicate the fixed payment rate per unit of service delivered. It is always prepared by the Departmental Component prior to contract execution and forwarded with the contract package to the provider agency.

The Annex B-2 is a standardized fiscal document that allows the contract administrator to fill in specific information about the rates and general contract stipulations.  Under Section I: Rates of the Annex B-2, the following information must be written in:

· Program/Service

· Unit of Service

· Rate per Unit of Service

· Type of Rate (fixed, installment)

· Effective period of Rate
Section II: Contract Stipulations of the Annex B-2 contains three standardized statements with fill-in blanks, and an “Other” space for adding in an additional stipulation.  The fill-in sections establish the service capacity (if applicable) and the frequency of fiscal reporting (if applicable).

Annex B – Cost-Related Contracts

Introduction
Information on the Annex B: Contract Budget Package is covered in Section 5.3 of the Contract Reimbursement Manual.  This Budget Package has been developed for Department of Human Services’ cost-related third party social service and training contracts.  These forms are to be used for all cost-related contracts regardless of the payment method used.

The forms provide for uniformity in the preparation of contract budgets and expenditure reports while allowing for variations which occur across contracts and individual provider agency books and records.

Use of the Department's budget forms does not mandate Departmental Component participation in the financing of a particular program or activity, even if the cost is an "allowable cost."  Participation is a decision by the Departmental Component based on appropriations available, mission of the Departmental Component and other intrinsic factors.
Cost Issues (CRM Section 5.3, pg.1)

The Annex B must be completed to reflect the provider agency's total financial activities, including Department funded and non-funded components, unless: 
· The Department is charged only for direct costs and not charged for any indirect or General and Administrative (G&A) costs; and

· The department is not being charged for any allocated costs of any kind.

The DHS does not want to pay for any expenditure that they should not be supporting.  
A provider agency’s total operating budget can be funded by many different sources, some of which may disallow the payment of indirect costs.  If indirect costs are charged to the DHS contract, they must be allocated appropriately so that the indirect costs paid by the DHS do not include the share of indirect costs for programs funded by other sources.  Consequently, if the provider agency's total financial activities are not reflected on the Annex B, the provider may only charge the Department for "direct costs" as defined in the CRM manual under Section 4.3, “Cost Objectives - Direct Costs.”  
The provider agency’s total operating budget could include:
· endowment funding; 

· fees charged for specific programs that do not include the Department’s clients;
· funding from other forms of government (county funding, other states, etc.);
· funding from organizations like the United Way, Salvation Army and Red Cross; and
· corporation grants, etc.

Budget Periods (Section 5.3)

A budget period must be completed for every period of 12 months or less for which services are provided.  Budgets should be on the agency's fiscal year cycle so that they are consistent with the agency's annual audit. Depending on (1) the length of proposed contract term and (2) whether or not the contract term and the provider's fiscal year begin on the same date, it may be necessary to prepare and submit to the Departmental Component only one or as many as three budgets to cover an entire contract term. 
Multi-year contracts may have one budget per year or one per multi-year contract. Currently, there is no specific recommendation or policy specifying which is required. 
Figure 1:  Provides some examples of how the budget periods relate to agency fiscal year.

Figure 1. Illustration of Budget Periods
	Contract Term
	Provider Fiscal Year
	Number of Budgets
	Budget Periods Covered

	7/1/02 – 6/30/03

(1year)
	July 1 – June 30
	1
	7/1/02 – 6/30/03

	7/1/02 – 6/30/03
(1 year)
	January 1 – December 31
	2
	7/1/02 – 12/31/02
(6 months)

1/1/03 – 6/30/03

(6 months)

	7/1/02 – 6/30/04
(2 years)
	July 1 – June 30
	2
	7/1/02 – 6/30/03
(12 months)

7/1/03 – 6/30/04)

(12 months)

	7/1/02 – 6/30/04
(2 years)
	January 1 – December 31
	3
	7/1/02 – 12/31/02
(6 months)

1/1/03 – 21/31/03

(12 months)

1/1/04 – 6/30/04

(6 months)


Completing the Contract Budget: Budget Forms (see if this changes after the Annex B CD is done)

Budget requirements for a cost-related contract generally include the following budget forms:

· Annex B: Contract Information Form

· Annex B: Contract Expense Summary 

· Annex B: Contact Expense Detail-Personnel

· Annex B: Contract Expense Detail-Other than Personnel

The following schedules support the expense items detailed in the budget forms:
· Schedule 1:  Cost Allocation Data

· Schedule 2:  Revenue

· Schedule 3:  Applicable Credits

· Schedule 4:  Related Organization

· Schedule 5:  Depreciation/Use Allowance

· Schedule 6:  Cost of Equipment

Annex B: Contract Information Form (Cover Form)

The Purpose of the Annex B Contract Information Form is to provide general information about the provider agency, the contracts it has with the Department and other organizations and agencies, and the services it provides.  Detailed information about what to enter in the different boxes on the form is provided in the CRM, Section 5.3, in pages 4 through 6.
Annex B: Contract Expense Summary 
The Contract Expense Summary form totals all of the six major Budget Categories.  The Annex B Contract Expense Detail forms and applicable Schedules 1-6 should be completed before the Annex B: Contract Expense Summary Form. 
Annex B: Contract Expense Detail Forms

The Contract Expense Detail Forms serve a dual purpose.  They are used to provide the projected expense detail that appears in the Annex B. Contract Expense Summary; and they show the actual expense detail needed to satisfy expenditure reporting requirements.

There are two versions of the Contract Expense Detail forms: the first, entitled Personnel, is to be used only for Budget Category A: Personnel; the second, entitled Other than Personnel, is to be used for all other budget categories.
The 6 major budget Categories to be included in the Contract Expense Detail Forms are:

· Line A. Personnel;
· Line B. Consultant Fees;
· Line C. Materials and Supplies;
· Line D. Facility Costs;
· Line E. Specific Assistance to Clients; and
· Line F. Other.
Column 1 on the Contract Expense Detail forms should contain the provider agency’s total costs.  Columns 2 through 9 should reflect the allocation of Column 1 expenses to the various provider agency programs/activities.  Separate columns must be used to identify costs applicable to each program/activity. 

It might be necessary to account separately for the costs of a particular component of a contracted program.  If this is required, a separate column should be used to show these costs.  An agency operating more than six separate program/service components should use additional budget forms to list the additional program/service components and include the costs in Column 1 under “Total”.

Contract Expense Detail Form: Personnel
Line A. Personnel (CRM pp. 7-8)
· It is to be used only for Budget Category A: Personnel.
· It shows cost detail for salaries, wages and fringe benefits.
The salaries and wages of all full-time or part-time employees of the provider must be entered in this section under the appropriate programs or activities.  (An exception exists in the Division of Developmental Disabilities where collapsing of direct care positions allows grouping of positions to facilitate administrative processing.)
Itemize all supplementary compensation and fringe benefits, such as FICA (Social Security), State Unemployment and Disability Insurance, Pension, Life Insurance, Retirement Benefits and Workers' Compensation.  If the provider has a fringe benefits rate approved by the U.S. Department of Health and Human Services or another governmental agency, this rate may be utilized for budgeting and expenditure reporting. Counties usually publish a fringe benefits rate.  There is an Office of Management and Budget Circular available on the Internet where you can access information about current benefit costs.

Contract Expense Detail – Other Than Personnel  
Line B. Consultant Fees (CRM pg. 9)

These costs represent service agreements or fees for services rendered by professional organizations or by members of a profession who are not employees of the provider agency.  The costs may be for Medical, Education, Psychiatric, Psychological, Legal, Accounting, Employment, Data Processing, Payroll Preparation or Management Services.  A copy of any agreement for these services must be attached to the contract.

Line C. Materials and Supplies (CRM pg. 9)

These costs include materials and supplies to carry out the objectives of a particular program/activity stipulated in the contract.  Other costs such as laundry, housekeeping, and office supplies not for a specific program or activity purpose and expenses are General & Administrative (G&A) in nature.

Line D. Facility Costs (CRM pp. 9-10)

These costs represent all expenses associated with the usage and maintenance of buildings and equipment utilized by the provider agency.  Facility costs constitute a significant portion of the total provider agency budget and must be allocated on a logical and equitable basis (usually square footage), so as to charge all functions of the provider agency with their fair and appropriate share of the costs.

Facility costs may include:

· Depreciation/Use Allowance

· Rental of Space

· Maintenance and Repair

· Utilities (electricity, telephone, gas, oil, water)

· Insurance (applicable to facilities)

· Miscellaneous Costs

Line E. Specific Assistance to Clients (CRM pg. 10)

These costs include cash given to clients and purchases of personal items for client use.  Allowances given to clients must be consistent with program objectives.  Personal items may be hygiene, health and beauty aids, clothing, and medications.  Other types of assistance to clients, such as rental assistance for example, would also be included in Line E.
Line F. Other (CRM pp. 10-11)
Line F. includes all costs not covered in the previous categories.  These costs should be related to the enhancement of client services or to those enhancements to the agency that provide service to the clients.  They are costs such as:

· Travel and Transportation:  Itemize costs for transporting clients, staff travel, vehicle operating costs and vehicle/travel related insurance, depreciation of vehicles and vehicle rental costs.
· Training, Conferences and Meetings:  Include training costs and expenses for meetings and conferences which are for the dissemination of technical information relative to the provider agency's program and activities.

· Dues and Subscriptions:  Include costs for memberships in trade, business, professional or technical organizations and for subscriptions to professional periodicals.

· Insurance:  List insurance costs not previously included.

· Miscellaneous:  Itemize all specific costs not provided for in the other budget and subcategories discussed.

· Indirect Cost Rate:  Government approved indirect cost rate approved by the U.S. Department of Health and Human Services or another governmental agency.  It may be an approved rate, or a provisional, fixed, pre-determined or final rate.  If an approved indirect cost rate is used, any expense item included in the indirect pool must not be included in any other part of the budget as a direct program cost.

Line G: General and Administrative (G&A) Costs (CRM pp. 12-13)
General and Administrative Costs or indirect costs of the provider agency represent costs which are incurred for common or joint objectives and which are not readily subject to treatment as direct costs.  The purpose of the G&A line in the budget is to distribute the G&A costs from Budget Categories A through F to the various programs and activities.  Such distributions must be based on the relative benefits provided to those programs and activities.  The calculation for the distribution of G&A costs is shown on Schedule 1. 

Schedules

Schedule 1: Cost Allocation Data (CRM Section 5.3 pg. 14)

Proper cost allocation requires that the distribution base used to allocate items or groupings of indirect costs be the best suited for assigning these costs to the cost objective (e.g., contract, program or activity) in proportion to the relative benefit derived.  There must be a traceable cause and effect relationship between the distribution base and the costs being allocated.

Schedule 2: Revenue (CRM Section 5.3 pp. 15-16)

Itemize revenues, whether generated by client fees for providing services or contributed to the provider agency for the support of its budgeted costs, by program/activity.  The various types of revenue must be grouped into the following categories to facilitate the review process:

· Department Contract Generated Revenue  which could include 
· Department client rental payments;
· Client fees; 

· Interest; 

· Any income/dividends earned on Department funds; and 

· Income from third party insurance.

· Provider Agency Revenue Used as Cost Sharing, which can be subdivided into two (2) subcategories: required cost sharing and voluntary cost sharing.
· Required Cost Sharing: When the Department provides funding for less than 100 percent of the program, the provider must identify the other funding sources and the total amount of each source.  Verification must be provided to ensure that the other funding sources are being charged their proportionate share of the costs of the program.  When the Department requires “Match” for certain contracts, the providers must meet certain matching requirements, such as SSBG; 

· Voluntary/Negotiated Cost Sharing: Other Resources (income from endowments, fund raising, gifts) are available to reduce the cost of services delivered to contract clients; the amount of provider agency participation in the programs will be based on any agreement between the Department and provider, as well as, the provider's ability to generate the needed revenues; and
· Provider Agency Revenue Not Used as Cost Sharing: List other revenues received or generated by the provider agency which will not be used to reduce the cost of Department funded programs, but which will be used to fund other budgeted costs.

Schedule 3: Applicable Credits (CRM Section 5.3 pg. 17)

Applicable credits means the receipts or reductions of expenditures which operate to offset or reduce expense items allocable to the contract as direct or indirect costs, including any rental incomes, planned sales of scrap, incidental services, equipment rebates or other recoveries of expenditures.
Schedule 4: Related Organizations (CRM Section 5.3 pg. 18)

Report on Schedule 4 any budgeted or actual purchases from related organizations.  A related organization is one under which one party is able to control or substantially influence the actions of the other.  Costs of services, facilities and supplies furnished by organizations related to the provider agency must not exceed the competitive price of comparable services, facilities or supplies purchased elsewhere.

Schedule 5: Depreciation/Use Allowance (CRM Section 5.3 pg. 19)

Depreciable Capital Asset Items include buildings (excluding land), equipment, furniture, fixtures, and capital asset improvements and renovations, all of which materially increase the value or useful life of an asset and are entered on Schedule 5.

Schedule 6: Cost of Equipment (CRM Section 5.3 pg. 21)

On  Schedule 6, detail the purchase of equipment, i.e., items of non-expendable tangible personal property having a useful life of more than two (2) years and an acquisition cost of $5,000 or more per unit.  Such purchases must be in compliance with the CRM, Section 4,  Principles for Determining Costs; the Department Policy Circular P4.05, Equipment; and with Departmental Component discretion.  Department participation in the purchase of equipment will preclude Department participation in Depreciation and/or Use Allowance for these items in current or any future contracts.

General Comments About Forms I through 4


· All figures should be rounded off to the nearest whole dollar for each Item and Category.

· Separate columns must be used to identify costs applicable to each program/activity.

· It might be necessary to account separately for the costs of a particular component of a contracted program. An example might be a requirement to identify the room and board cost of a residential treatment program. If this is required, a separate column should be used to show these costs. 
· An agency using more than 6 separate programs/service components should use additional budget forms to list the additional program/service components.



Case Study Application Activity:
Completing the Annex B Form
General Problem

You are a new contract administrator (program coordinator, fiscal analyst, etc.) with a Departmental Component assigned to assist in developing and reviewing a provider budget for a cost related contract.  Your assignment will also include the monitoring of budget expenditures at different intervals during the contract year.  However, since you have never been given any formal training regarding how budgets are developed, reconciled or monitored; you must teach yourself using the Department's contracting manuals and your own ingenuity.

Specific Problem

The provider agency was previously awarded a contract from your Departmental Component with a term of July 1, 2000 to June 30, 2001.  The current renewal contract (July 1, 2001 to June 30, 2002) is for $935,000 to provide Day Treatment services to 75 clients under a social services program.  The provider agency sent you a laundry list of its projected yearly expenses in the following categories: 
· Personnel: $525,000; Consultant & Professional Fees: $35,000; Materials & Supplies: $25,000; Facility Costs: $210,000; Other: $15,000; General and Administrative (G&A): $85,000 (Personnel $40,000, C & P Fees $10,000, M & S $5,000, Facility Cost $15,000 and Other $15,000) and Equipment: $40,000.

You also note after speaking to a fellow contract administrator from another Departmental Component that their division also has a contract with the same provider agency for the same term as your Departmental Component's contract.  The provider will renovate and provide shelter structures under its homeless program for the other Departmental Component.  The fellow contract administrator provides you with the following expense information about their Departmental Component's contract: 
· Personnel: $275,000; Consultant & Professional Fees: $25,000; Materials & Supplies: $20,000; Facility Costs: $185,000; Specific Assistance to Clients $10,000; Other: $10,000; General and Administrative (G&A): $42,000 (Personnel $20,000, M & S $5,000, Facility Cost $10,000 and Other $7,000) and Equipment: $26,000.  The Total Reimbursable Ceiling for this contract is $553,000.  The Homeless Program also has cost sharing funds in the amount of $20,000 through fundraising efforts and $20,000 of United Way funds awarded to the provider.

The program also has a fund raising program that supports the following projected budget costs: $5000 in the Consultant Category; $3,000 in the Salary and Fringe Category and $4,500 in Materials & Supplies Costs.

Using the above information, download (or use a blank copy) and complete the Annex B: Contract Expense Summary on the next page. 
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Scenario Questions


You review the budget submitted to you prior to the contract term, and for comparison purposes you look at the previous contract between your Departmental Component and the provider agency.  This gathering of additional information reveals areas of concern, but you are not sure what to do.  What should you do as a contract administrator in the following situations as a result of your review? 

Question #1 – Payment of Fuel Bill (Facility Cost Category)

The provider has told you of intentions to pay a fuel bill with funding from the renewal contract within the 90-day accrual period that ends September 30, 2001 for the previous contract regarding a fuel delivery on May 11, 2001.  Since the Department supports the modified accrual basis of cost accounting, the provider states that as long as the expenditure is paid for within the 90-day accrual period that the requirements of the contracting manuals have been met.

A.
Is this an allowable cost?

B.
Is it a questioned cost?

C.
If it is allowable and it is truly an accrual situation, does this transaction have to be indicated in any particular place on the budget forms?

Question #2 – Purchase of Recreational Activity (Other Category)
During a discussion with a representative of the provider agency the representative states that the provider agency purchased 25 baseball game tickets costing $500 and has projected another $500 in expenses for hot dogs, sodas, peanuts and souvenirs for a baseball game on August 30, 2001 between the Philadelphia Phillies and Atlanta Braves.  The tickets were purchased on May 22, 2001.  You inform the representative that you believe that the ticket purchase is not an allowable cost of the previous contract.  The representative comments that the expenditure was made during the previous contract and had the tickets for the game mailed to her and in her possession on June 5, 2001 and shows you the tickets  The representative states possession is nine tenths of the law and further argues that the tickets are in effect the receipts for the purchase and therefore represent a bona fide expenditure of the previous contract.

A.
Is the representative’s assertion right?

B.
Is this an allowable expense of the previous contract or should it be attributable to the current contract?

Question #3 - Purchase of Equipment (Equipment Category)

You also become aware that a computer and associated peripherals purchased with Department funds in the last contract at a cost of $6,275, with a current depreciated value of $4,500, were traded-in to a "Computers R US" store for a newer turbo-charged computer costing $6,000.  The provider received a trade in rebate of $350 for the depreciated computer making the bottom line cost of the new computer to be $5,650.  A little research on your part shows that a new comparable computer with the same peripherals costs $3,725.  This means that the provider has spent $11,925 for a computer system that retails for much less.  You also find out that the owner of the computer store is the brother-in-law of the provider CEO.  The same computer store sold both computers to the Provider Agency.

A.
Is there a problem here?  Or is this just the cost of doing business?

B.
Is the cost of the computers in this example a legitimate contract cost?

C.
An allowable cost?

D.
A questioned cost?

Question #4 - Mandatory Religious Service Attendance (Specific Assistance to Clients Category)

In reviewing the Homeless Program you discover that the provider agency has been requiring clients to attend the provider's religious affiliated services as a prerequisite for obtaining Department funded hot meals from the provider.  Although this doesn't seem right to you, you cannot find any information that this practice is prohibited by any of the Department's policies or publications.

A.
Is there a prohibition of this practice in the Department's Contracting manuals?

B.
If so, exactly where is it located?

C.
If not, is it something that should be discouraged, should something be fictionalized by the contract administrator in order to justify the exclusion of this practice?

D.
Finally, can you allow this as an expenditure on the budget?
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Department Position - Answer to Question #1

This is an allowable cost.  But it should be paid with funding from the previous contract, not funds from the current contract.  The 90-day accrual period permits payments to be made with funding from the contract that has ended; it does not permit current contract funding being utilized for the 90-day accrual period of the previous contract.  
The Department recognizes that certain expenditures can not be paid until after a contract expires or terminates.  The fuel scenario is a good example of this issue.      The fuel was purchased during the first contract year, but the bill for the fuel was not received until the successor contract had already begun.

This is why the Department advocates the modified basis of cost accounting. It allows up to 90 days after a contract ends to pay any legitimate bills for the contract term that has already ended.  However, a provider agency has to be aware that a particular expense will be coming due after the contract ends and put aside funding for that expense.

An interesting side note to this issue would be insurance billing.  The Department does allow an insurance bill to be paid when due, even if the period covered is yet to come and may entirely or partially overlap a successor contract.  The Department uses the due date of the bill as the determining factor, it may be a subtle difference, but it is the defining distinction in this case.  It may be possible to pay the first insurance bill for only a few months period and try to establish the coverage period to coincide with future contract terms this would make for a cleaner situation, but not necessarily imperative.

RULING:  The usual ruling is that an event or purchase can be paid only with funds from the same contract term as the event or purchase, although as noted above there are a few exceptions.  The key to the decision is one of control, can we control the timing of the payment or is it beyond the Department's control.  If we can control the situation, we should pay for the expense during the appropriate contract term.

Department Position - Answer to Question #2


The provider did purchase the tickets during the previous contract and did have the tickets in their possession during the previous contract, but when did the event occur?  That is the defining rationale in this situation.  The funding for the tickets, refreshments and souvenirs must come out of the current (renewal) contract (July 1, 2001 to June 30, 2002).  Having the tickets does not allow the provider to transfer the cost from one contract to another.  Again, control is a factor; can we control when the tickets are purchased?  Yes we can!  It is an allowable cost, but it is also a questioned cost, as the expense did not occur during the same contract term as the funding to pay for the expense.

RULING: Same as Question #1. (The usual ruling is that an event or purchase can be paid only with funds from the same contract term as the event or purchase, although as noted above there are a few exceptions.  The key to the decision is one of control, can we control the timing of the payment or is it beyond the Department's control.  If we can control the situation, we should pay for the expense during the appropriate contract term.)
Department Position - Answer to Question #3


Again this is an allowable item of cost; but first and foremost you should realize that paying $11,925 for a computer system is an excessive cost for a computer and associated peripherals.  $5,500 of the cost is allowable, the balance $6,425 is an unallowable or questioned cost.  Chapter 4.2, page 1 of the Contract Reimbursement Manual states that a cost is acceptable if it is reasonable.  Obviously, $11,925 for a $3,725 computer system is not reasonable.  "A cost is reasonable if, in its nature or amount, it does not exceed that which would be incurred by an ordinarily prudent person in the conduct of competitive business.”
A number of factors should be considered when evaluating the purchase of a service or product:

1.
Is the cost ordinary and necessary?

2.
Are sound business practices being used in the transaction?

3.
Is there less-than-arm's length bargaining involved?

4.
Are the requirements of federal and State laws and regulations being followed?

5.
Are there any deviations from established practices of the provider agency, which may unjustifiably increase, contract costs?

6.
Is the cost in excess of what would have occurred in the absence of a Department contract?
In addition, the fact that the brother-in-law to the provider CEO owns the computer business that is retailing the computer system casts some doubt on the reliability and integrity of the sale.  There obviously is a Less-Than-Arms length transaction taking place.  This type of arrangement involving any close family members is always frowned upon and should be avoided and discouraged.

RULING: The Department should not pay an excessive cost for any equipment or service.  The Department is willing to pay whatever expense would be charged to the Provider's most favored customer.  Furthermore, it is best if a provider agency deals with organizations and individuals where there is no direct or indirect familial relationship with the organization or individual.  In addition, it is best that there be "no appearance" of any "Conflict of Interest" whether direct or indirect with the seller of any service or product to the provider agency.

Department Position - Answer to Question #4


There is no specific Department Policy Circular or Information Memorandum dealing exclusively with this situation, that is, making clients attend or listen to any religious services in order to receive social services.  However, section 3.03, Compliance with Laws of the Department's Standard Language Document states that providers must comply with all applicable federal, State and local laws,).  Failure to comply with the laws, rules and regulations (collectively "laws")… shall be grounds for termination of the Department's contract for cause.

RULING: Generally, the practice of requiring religious participation in exchange for services mandated by any provider agency is prohibited according to the New Jersey Constitution, Article I, paragraph 4, which states, "There shall be no establishment of one religious sect in preference to another."  Furthermore, the Federal Constitution, U.S.C.A. Const. Amends 1 provides that Congress shall make no law respecting establishment of religion or prohibiting free exercise thereof.  This is known as the "Establishment Clause".
Pursuant to Attorney General advice given February 1, 1996, which provides guidelines in determining whether a particular governmental practice violates the establishment clause of the United States Constitution, the Department has been advised to utilize the following criteria: (1) Whether the program has a secular purpose; (2) whether a principal or primary effect of the program will be to either advance or inhibit religion; and (3) whether the program will foster excessive governmental entanglement with religion.

As the last part of the question #4, a contract administrator is not authorized to write or determine contracting policy.  All policy matters that are not explicitly clear should be forwarded through the chain of command of the Departmental Component.  Additionally, the Department's Office of Contract Policy and Management (OCP&M) Contract Policy and Management Unit (OCPM) is available for technical support on any contracting issue.  However, it is recommended that you go through the Departmental Component's chain of command first, before an issue is brought to the attention of OCPM.  This is because it may not exactly be a contracting issue, but rather a Departmental Component operational practice that needs to be clarified.  However, OCPM is available to any contract administrator directly, should the need arise. 



Application Activity: What should I Do?





Directions:


In order to tie the distinctions and information we’ve just discussed to real world applications, try completing an Annex B Contract Expense Summary form the information presented in the case scenario which follows. Once you have completed the Annex B form, read the additional information and answer the questions about the case. Solutions are provided at the end of these materials.
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