
Sample Budget Notes and Guidance – from the Global Sustainable Tourism Alliance Program
NAME OF ORGANIZATION

PROJECT NUMBER AND NAME OF GSTA COUNTRY PROGRAM
SAMPLE BUDGET NARRATIVE

TO BE ADAPTED TO SPECIFIC PROPOSAL SITUATION
Organization Name is pleased to provide its cost proposal in response to GSTA’s RfA…

The budget for the proposed period of support is estimated for xxx months with a projected period of performance through dates.

The following provides a detailed justification for the line items presented in the attached budget.

A. Personnel (Salaries and Wages):  Salaries and wages are based on the current annual salary rate for the proposed individual for the project year falling in 200x.  Each project salary is calculated by applying the annual salary rate of an individual to the level of effort proposed for the individual or position.  The daily rates are calculated by dividing the annual salary by………….[An annual escalation of xxx% has been applied to the salaries for Year 2…]
Salaries for full-time organization’s name staff are stated using a xxx-day base.

B. Fringe Benefits:  Fringe benefits of all full-time employees at organization’s name are calculated at xxx% of total salaries.  Percentage is assessed based on [organization’s] approved indirect cost rate agreement/actual costs and will be billed as a direct cost. Full-time means a person employed full-time at organization’s name, but not necessarily committed to full-time work under this project.  Fringe benefits include: health-related insurance (major medical, hospitalization, dental), employer retirement contribution, life insurance, long- and short-term disability insurance, accidental death and dismemberment insurance, educational and training benefits, employer contribution for Social Security and unemployment insurance, and workmen’s compensation (Other, please specify). [For part-time employees in excess of xxx% time, if any, we have included a partial fringe rate to cover benefits costs required by law for this classification of worker.]
The fringe benefit rate is based on the attached calculation and represents an estimate only.  Fringe benefits will be charged as a direct cost to this project.

OR

The fringe benefit rate has been reviewed and approved by the U.S. Agency…[specify which US Government agency] and the approved negotiated indirect rate agreement is attached.
C. Consultants:  These expenses are paid to staff who does not receive fringe benefits. Wages are based on the current annual salary rate for the proposed individual for the project year falling in 2005. Each project salary is calculated by applying the annual salary rate of an individual to the level of effort proposed for the individual or position.  The daily rates are calculated by dividing the annual salary by……………..  An escalation of xxx% has been applied to the salaries for Year 2….
C.5.2
D. Travel and Transportation:  All travel is budgeted for roundtrip, advance-purchase economy class airfare based on quotes received from…… Standard per diem (lodging and meals and incidental expenses) is estimated based on the US Department of State website effective…… Travel will be administered in accordance with US Government travel regulations and any additional limitations the local Mission may impose.  A modest amount for related ground transportation (airport transfers, taxis, parking, etc.) is also included.
DBA & MedEvac Insurance:  This line item covers travel related insurance for all US Nationals as required by USAID regulations.

OR – No air travel is anticipated.
E. Other Expenses:  Other expenses are those that are directly attributable to the project.  The estimates reflect organization’s name estimate of the volume of communications, reproduction, and other project support costs that this effort will require over the life of the project.  All estimates are based on organization’s name actual experience with costs for similar projects.  Costs are escalated at xxx% for 2005.  Details for the costs included in specific line items are as follows:
Other Direct Costs

1. Supplies:  These costs include xxx.  They typically run $xxx per month.  [Specify an discuss in detail all costs by line item, for instance:  organization proposes reproduction costs at $... per month to cover project specific copying estimated at 1000 copies for distribution of 3 reports to 10 organizations,….]

2. Equipment:  [Specify procurement plan and purpose and detail between expendable and non-expendable equipment.  Discuss each line item, for instance:  organization proposes to purchase one laptop for the regional manager to utilize during his/her field trips and at her/his workstation.  A laptop Dell model….is proposed at a total cost of $..... including the following accessories...specify cost of each;]

3. Communications (Long Distance): This line item includes estimated costs for domestic and international long distance phone and fax charges.  The monthly budget estimate for these costs is based on historical experience.

4. Postage, Deliveries, Courier: Monthly estimates are intended to cover the costs for regular postage, delivery/courier of materials, periodic DHL packages, dissemination of materials, and/or other postage costs as may be required.  

5. Passport/visa fees & Medical exam inoculations:  This line item covers miscellaneous international travel related expenses.
6. etc., etc., for each line item:

F. Subcontractors:  Discuss in detail lower tier subcontractors were procured, how cost/price was determined and agreed to, how responsibility was verified and other relevant information.  Please attach a detailed budget for your proposal.
OR

C.5.3
No subcontractors will be used for the implementation of this project.  Should such need arise in the future; [organization] will request prior approval and submit the necessary documentation.
G. Participant Costs:  [specify which costs, for what, and explain each line item in detail].
H. Pass-through Costs:  [specify and discuss].
I. Indirect Costs:

The organization’s name current Provisional/Predetermined (other-specify) indirect cost rates are as follows: 


Fringe:

xxx%
Base:
Total salaries (…Specify)

Overhead:

xxx%
Base:
Total direct costs (/….Specify)

G & A:

xxx%
Base:
Total…[specify]

Other (Specify):
xxx%
Base: 
Total…[specify]

Documentation (e.g. NICRA, forward pricing or last 3 years of financial records with actual indirect rates to support the proposed indirect rates) is attached as follows:  or sample available.

Note:  if no indirect cost rate agreement is available and offeror intends to charge such costs, then a detailed itemized schedule is required.  Indirect costs will not be approved without such documentation.
Guidance on the Preparation of Budget Notes
Budget notes are a narrative justification for each and every cost on a budget and need to accompany all budgets submitted to AED by our cost reimbursement subcontractors or where a cost analysis is necessary to determine reasonableness.  Budget notes should provide the layperson who possesses little knowledge of the elements of the proposed activity with sufficient detail in order to determine if the cost estimate is reasonable and based on supportable facts rather than guesswork.  Specifically, budget notes must identify, justify and/or explain:


· each type of unit used,

· the number of units proposed,

· the cost per unit, and

· how costs were derived (determined to be reasonable).

Costs need to be traceable to reality.  They need to be based on actual quotes, prices paid, or experience.  If costs are based on historical knowledge or recent experience, the justification should state by whom the information was provided, when the quoted experience occurred and under which project.  If based on quotes, provide the actual quote or summary of the discussion if an oral quote(s) was received.

Please make sure similar costs are consistent throughout a budget.  If, for example, a consultant  plans to fly round-trip from Washington, DC to Detroit and is scheduled for two or three trips in the course of project implementation, then the base cost for each ticket budgeted for this consultant’s identical trips must be the same, with out-year escalations (for inflation, see constants worksheet in budget) as add-ons as appropriate.  

When you can (time and understanding of the project permitting), link the costs to their project activity.  By that we mean rather than just saying “Consultant travel is based on 2 trips between Detroit and DC based on travel agent quotes”, add some programmatic tie in and say “Consultant A will make one trip in Year 1 to attend the implementation planning.  Another trip is scheduled for Year 2 to attend Year 1 performance review”.   

Explain calculations.  If you have created an average labor rate, for instance, explain your calculation.  “Mr. Smith’s rate for the 2 year project is presented as an average of his current rate of $200/day and his year 2 rate escalated at 5%.” Identify the effective date of the rate increase.  

The following is a list of budget questions and is provided as guidance only.  This list is not intended for partners to answer each question, but rather is offered to illustrate the types of questions which USAID may ask and which may be answered easily in advance via the budget notes. The key is to provide more information regarding items in the budget which may not be clearly understood simply by reading the budget.  Use the notes to explain special circumstances, assumptions regarding need, and/or unit rates used.

A. 
Labor Costs:
· Is the person an employee or consultant?

· How did you calculate the person's daily rate?

C.4.2
· If the person is scheduled to receive an increase, when will it become effective?

· Include/reference included 1420s when the base salary/rate needs to be supported. Other forms of salary justification/verification are acceptable if the person is not traveling outside of the US or is not key personnel. 

· What fringes are attached to the labor costs and are they set up as indirect rates (based on an established percent of an actual cost) or direct charged either through individual identification or allocation (and if allocation what is the methodology for assigning the allocation percentage)

B. 
Travel & Transportation Costs:

· Is each airfare cost based on quotes or recent experience?  If quotes, give source of quotes.

· Is the airfare based on round‑trip or one way?  Is the airfare based on unrestricted or restricted? 

· Cite use of State Dept Per Diem rates when applicable and, when not using those rates, why use of the rate quoted.

· Describe the pre-departure costs and how they were estimated, i.e., visas, inoculations, etc.

· Describe ground transportation costs and airport transfers, i.e., taxis, parking, etc.  How many trips are estimated per month and/or what are the estimated costs per trip?

C. 
Other Direct Costs:

Standard items
· Identify costs for communications (fax, telephone, and internet), office supplies, reproduction/printing, office rent and/or utilities, the unit for each type of cost and how each rate was calculated.

· Meeting costs and elements (room rental, equipment rental, supplies, refreshments, etc.) may be identified separately in the budget or a breakdown can be provided as a supporting table.

D.
Indirect/Overhead/Organization Costs

Indirect costs should be supported by a NICRA, if possible.  If not possible, indirect costs should be supported by an independent internal audit.  If your organization does not have an established methodology for determining indirect costs, a determination must be made based on accounting data for allowability and allocability of costs.  To do this, AED will need to review accounting data which will include historical costs, pooling methodology, and allocation methodology.   

If your indirect/organization costs are direct charged as a percent of an actual cost, then further documentation may be required.

E. 
Cost Share
The types and sources of anticipated cost share should be included in the budget notes.  AED will use this information to assist with development of templates for cost share recording and reporting.
Cost Share Guidelines – Sample for a USAID project
Cost sharing is an important element of the USAID-recipient relationship because it demonstrates an organization’s commitment to the program.  It also enables USAID to mobilize additional resources for a program where USAID funding is limited.  The ability to provide cost share enhances its partners’ image as sustainable organizations.  
Cost sharing offers the following advantages:

· Improves program sustainability by establishing secure funding mechanisms.

· Facilitates greater commitment by increasing partners’ stake in program outcomes.

· Promotes accountability on the part of program sponsors and implementing organizations for delivering real project benefits. 
· Helps build confidence in communities’ abilities to help themselves.

I- Definitions
Cost sharing or matching or cost-share contribution represents the portion of a funded program and its implementing partners must contribute for each country program in order to share the costs of meeting the objectives of the project.  This contribution may be in cash, goods, or services and may come from other non-US donors or from local partners.  For instance, the cost share may be in the form of funds from other (non-US Government) donors; it may be the labor of the lead organization’s/local or other partners’ employees or volunteers; or it may be the use of a local company/organization/partner’s meeting room to hold a workshop for the country program.  

Backup documentation is used to verify the source and value of the cost-share contributions.  The types of backup documentation required vary according to the type of cost share.  Examples of backup documentation include:

· Donation letter from a donor for cash or in-kind contributions and copy of bank statement (for cash contributions only)

· Time sheets

· Rate calculation

· Valuation of donated goods and use of space

· Independent appraisal (for donated equipment, building or land)

	Cost share templates

	a) Total program cost-share contribution summary*

	b) Worksheet for cash / co-funding contributions + Backup

	c) Worksheet for in-kind contributions + Backup

	d) Worksheet for labor/time contributions + Backup

	e) Verification letter for cash / co-funding contributions

	f) Verification letter for in-kind contributions

	g) Verification letter for labor/time contributions 

       (same format/template as item (f) above)


II- List of applicable regulations

The regulations regarding cost share can be found in 22CFR226.23 and ADS 303.5.10.  
The regulations regarding cost share for non-U.S. organizations may be found here: http://www.usaid.gov/policy/ads/300/303mab.pdf (pages 46-49).

Mandatory Standard Provisions for Non-U.S., Nongovernmental Recipients indicates that the following criteria must be met for cost-share contributions.

1. Cost-share contributions must be verifiable from the recipient's records.
2. Cost-share contributions may not be included as contributions for any other U.S. Government-assisted program.
3. Cost-share contributions must be necessary and reasonable for proper and efficient accomplishment of project objectives.
4. Cost-share contributions must be types of charges that would be allowable under the applicable Federal cost principles.
5. Cost-share contributions may not be paid by the U.S. Government under another grant or cooperative agreement.
6. Cost-share contributions must be provided for in the approved budget.
7. Cost-share contributions must conform to other provisions of USAID guidance.

The source, origin, and nationality requirements and the restricted goods provision do not apply to cost sharing expenditures.

III- Types of cost share

A. Cash contributions 
Cash contributions may include funding from other non-U.S. Government donors (public international organizations, foreign governments and institutions, private organizations or individuals) able and willing to fund a portion of the project or from partners that have fundraising activities and contribute funds raised to the accomplishment of the project.

B. Project co-funding …. Is LEVERAGE, NOT COST SHARE-per USAID
Grantee organizations usually carry out related activities funded by other donors.  These donors may contribute to the country program the same types of cost share as the ones described in this section.  The value of cost share calculated should reflect actual costs incurred to complete activities for which the co-funding was provided.

C. Donated supplies 
Donated supplies may include items such as expendable equipment, office supplies, software, contributed utilities (electric, telephone, computer network), or workshop and classroom supplies.
D. Donated equipment, building and land 
Donated or discounted equipment may include such items as loaned equipment, use of space (rent) or facilities, buildings and land.  
E. Volunteer services 
Volunteer services are provided by professional and technical personnel, consultants, and other skilled and unskilled labor.  The services must be an integral and necessary part of an approved project.  
Examples of specialized skills include: 

a. Accounting

b. Financial

c. Educational

d. Electrical

e. Legal

f. Medical

F. Volunteer employee time 


Volunteer employee time is the level of effort provided by an employee of another organization, or an employee of the country program organization, not remunerated by the program’s funds. 

Example: A person volunteers to assist the organization by helping in the office as a typist.  The office has three other typists.  The volunteer’s time should be valued at the average rate of the other three typists/local rates (estimates documented).

IV- List of documentation or backup required to report on cost share, in addition to the required worksheets provided in the Implementer’s Notebook:
	Type of cost-share contribution
	Valuation
	Backup documentation

	1- Cash contributions 
	Cash value
	· Letter from the donor documenting the amount of cash donated and the name of the program or individual project activity supported, and 

· A bank statement showing the date and the amount received by the country program.

	2- Project co-funding-LEVERAGE

NO COST SHARE
	Actual cost incurred 
	· Letter from donor stating what was donated, or copy of agreement or contract, and

· Copy of invoice paid by the other donor.

	3- Donated supplies
	Fair market value of the supplies at the time of the donation
	· Letter of donation being made, and 

· Valuation of the donated supplies from catalogue or internet prices, bills or quotes for same supplies.

	4- Donated equipment, building and land 
	Fair market or rental value at the time of the donation as established by an independent appraisal
	· Letter stating what was donated, and 

· Comparable catalogue or market survey prices, or

· Independent appraisal of the value 

	5- Volunteer services
	Rates for volunteer services shall be consistent with those paid for similar work 
	· Signed time sheet showing the hours worked, and 
· A rate calculation of how the time should be valued

	6- Donated employee time
	Employee’s regular rate of pay 
	· Signed time sheet showing the hours worked, and 
· A rate calculation of how the time should be valued (e.g. pay stub)
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