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2.0 PURPOSE: To establish Policies and Procedures for the negotiation of cost, and cost
management of all King County Architectural & Engineering Contracts.

3.0 ORGANIZATIONS AFFECTED: All Executive Departments, Offices and Agencies.

4.0 REFERENCES: King County Ordinance 12224.

5.0 DEFINITIONS:

5.1 "Activity" means a single action or series of related actions within a project task.

5.2 "Contract" means a legal agreement between the A & E Consultant and King County.

5.3 "Cost Control" means the application of procedures to follow the progress of design
and construction projects in order to minimize cost and assure efficient operations of
the completed project.

5.4 "Cost (or Price) Index" means a number which relates the cost of an item at a specific
time to the corresponding cost at some arbitrarily specified time in the past or future.

5.5 "Cost Plus Fixed Fee Contract" means a form of contractual arrangement in which the
Client (King County) agrees to reimburse the Consultant's actual costs, and in addition
pay a negotiated fee independent of the amount of the actual costs.

5.6 "Costed Work Breakdown Structure" means a work breakdown structure in which the
costs corresponding to major elements of the work breakdown structure are also
shown.

5.7 "Department of Finance" or ".J2QE"means the King County Department of Finance.

5.8 "Direct Cost" means any cost that can be identified specifically with a single cost
objective, such as labor and other direct costs (ODCs).
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5.9 "Director" means the Implementing Agency's Director or Division or Section
Manager.

5.10 "Documentation" means any kind of written report, including such items as final
reports, accounting ledgers, receipts or record of purchases or payments, payroll
register, journals and financial statements.

-
5.11 "DOF" means "Department of Finance".

5.12 "Escalation" means the provision in actual or estimated costs for an increase in the
cost of labor, etc., over those specified in the contract due to continuing price level
changes over time.

5.13 "Estimate" means an evaluation of all the costs of the elements of the project or effort
as defined by the agreed upon scope.

5J 4 "Fee/profit" means -thecharge for the use of the Consultant.for the period and to 1he
extent specified in the contract.

5.15 "Field Locations" means construction sites, testing laboratories or offices of clients or
other Consultants.
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5.16 "Field Services" means resident engineering, resident observation, geologic and
hydrogeologic investigations, material testing and other work performed
predominantly at field locations.

5.17 "Fixed Price Contract" or Lump Sump Contracts mean a contract form in which price
and fee are predetermined. Such prices shall not be subject to adjustment on the basis
of the Consultant's cost experience performing the contract.

5.18 "IA" abbreviation for "Implementing Agency" means the Agency or Division directly
administering the contract.

5.19 "lAD" abbreviation for Implementing Agency's Director.
-

5.20 "Indirect Costs" or "Overhead Costs" means costs and expenses inherent in the
performance of an operation, which cannot be charged to or identified with a part of
the work and therefore must be allocated in some equitable but definable basis. An
indirect cost cannot directly identify with a single, final cost objective, but identify
with two or more final cost objectives or an intermediate cost objective. It is not
subject to treatment as a direct cost.

5.21 "Milestone" means a major event in a project.

5.22 "Price Cost Analyst" or "fCA" Depending on project, may be either from the
Implementing Agency or Department of Finance

5.23 "Professional and Construction Services Procurement Division" or "PCSPD" means
the division in the Department of Finance responsible for procuring architect, engineer
and construction services.
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5.24 "Progress Payments" means payments made to the Consultant by Client (King
County) during the course of the project at defined intervals, rather than at the end of
the project, the terms of which are specified in the contract.

"Project Cost Accounting System" means a cost accounting system that accumulates
actual costs for projects in such a way that total costs for all work in the organization
can be allocated to the appropriate projects, normally providing monthly cost
summaries; also used to summarize the detailed task cost estimates.

~~.

"Project Manager" or "Contract Administrator" means the person charged with the
day-to-day management of the project. The responsibilities include, technical
supervision, planning, organizing, directing, controlling and financial management of
the project.

5.27 "Scope of Work or Services" means the work as described when the services were
procured, including work not specifically defined in the scope but which is incidental
to and needs to be performed in order to complete the scope of work and work added
by fully authorized and executed Change Orders.

5.28 "Subconsultant" means a Consultant working for another Consultant, the latter being
under contract with the Client(King County).

5.29 "Task" means an identifiable work element. May be used interchangeably with
subtask or activity.

5.30 "Work Breakdown Structure" or "WBS" means a family tree, usually product
oriented, that organizes, defines, and graphically displays the services, and other work
tasks necessary to accomplish the project objectives.

6.0 POLICIES:

6.1 The Contract cost negotiating process, including all agreements, shall be documented
by the Implementing Agency. _0 ..

-

6.2 The Implementing Agency shall complete an independent estimate of the level of
effort required for each project prior to receiving the Consultant's proposal.

6.3 All Contract Cost negotiations shall include an explicit process of Cost/Price
Analysis. This process shall be documented by the Implementing Agency.

6.4 All A & E Consultants shall be required to furnish to the County, proper
documentation to enable a thorough cost analysis to be conducted by the County.

6.5 All A &E contracts shall include a provision for adequate Cost Control, Reporting,
and Invoicing.

6.6 All A & E contracts shall utilize a formal Project Cost Accounting System for cost
control.

6.7 Consultants shall not markup Subconsultant costs and Other Direct Costs (ODCs).
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6.8 Negotiated cost for Subconsultant management shall be segregated into a single cost
item and included as a separate task or subtask.

6.9 Negotiated Overhead rates, and Fee or Profit shall be established at a negotiated
figure. Overhead rates shall be subject to review annually and escalation may be
allowed based upon an appropriate cost index subject to a percentage cap.

6.10 Contract costs to be incurred in future years shall be capped at an amount obtained
after escalation by an appropriate cost index, selected by both parties.

6.11 All A & E contracts involving extended work at a field location shall be subject to
Field Overhead Rates. Such rates shall typically exclude elements of a Consultant's
basis overhead rate such as rent and phone service when such work is performed out of
a field office.

6.12 All A & E Consultants -shallsubmit a Progress Cost Report, including a Costed Work
Breakdown Structure with each Progress Payment Request or invoice.

6.13 All A & E contract Progress Payment Requests or invoices shall be submitted at
monthly intervals in a format approved by the County to the Implementing Agency.
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7.0 PROCEDURES:

PCA 7.2.1 Receives, through the IA or directly from the Consultant and Subconsultants,
all requisite supporting documentation to enable a complete price/cost analysis
of the proposed contract cost.

PCA 7.2.2 Documents the basis, results, and recommendation of a completed cost analysis
to the IA.

Action B: Action:

7.1 DOCUMENTAnON

IA 7.1.1 Record all contract negotiation meeting minutes, and telephone discussions.

IA 7.1.2 Document and file all items received from Consultant and subConsultant(s)
during contract negotiations. Cost related information to be requested from
Consultants include: Financial statements, Direct Overhead and Fringe benefit
Expense Account summaries and related detailed breakdown, Billing Rates,
Payroll registry, Cost Journals, Other Direct Costs, Existing CostAgreements
or Audited Overhead expense accounts by the County or others.

IA 7.1.3 At the conclusion of contract negotiations, summarize the negotiation process,
interim and [mal agreements reached, project scope, schedule, basis of price
agreements and projected amendments, if any.

IA 7.1.4 Compile and summarize level of effort estimates conducted by King County.

7.2 COST/PRICE ANALYSIS




