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ObjectivesObjectives

• Become familiar with Service Contract Act
• Define the basis for a contract modification on 

a change in the Department of Labor  Wage 
Determination

• Identify what are and are not allowable incurred 
costs and be able to calculate these costs

• Define the process and responsibility of 
“Conforming” wage rates.

• Identify some basic pitfalls or inappropriate 
reimbursable procedures 
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The Service Contract ActThe Service Contract Act

What’s That All About Anyway?

Find the Answer in the…

Guide to the Service Contract Act

U.S. Department of Labor
Employment Standards Administration

Wage and Hour Division

WH 1220
Revised October 1980

Allowable AdjustmentsAllowable Adjustments

Actual increases/decreases in the 
contractor's applicable:
Wages
Fringe Benefits
Labor Burden
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NonNon--Allowable AdjustmentsAllowable Adjustments

Those associated with administrative 
cost, overhead and profit…

Examples:
Cost of Fuel
Safety Equipment
Landfill Expenses
New Equipment
Uniforms
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Increased CostsIncreased Costs

07 Wage   07H/W        08 Wage   08H/W
$6.26           $.83 $7.83         $.90

TOTALS:    $7.O9                           $8.73

Increase   $1.64

Increased CostsIncreased Costs

07 Wage   07H/W     08 Wage   08/W
$6.26       $.83 $7.83         $.90

$7.09                          $8.73

Employee’s 07 wage = $8.00    H/W = $.83
Employee’s 08 wage = $           H/W = $
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Increased CostsIncreased Costs

07 Wage   01H/W     08 Wage   02H/W
$6.26       $.83 $7.83         $.90

$7.09                          $8.73
Employee’s 07 wage = $7.00    H/W = $.83
Employee’s 08 wage = $           H/W = $

Accompanying Increased CostAccompanying Increased Cost
$7.09 $8.73

Social Security 6.2% 6.2%
Medicare 1.45% 1.45%
State Unemployment 2.3% 2.3%
FUTA 0.8% 0.8%
Workers Comp. 4.0% 4.0%

14.75%   14.75%
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Accompanying Increased CostAccompanying Increased Cost

07 Wage, $7.09 X 14.75% = $1.05

08 Wage, $8.73 X 14.75% = $1.29

Increased Contractor Cost $1.29 – $1.05 =$.24

Contractor is due this $.24 per hr. since this is 
increased labor burden cost due to new wage rate.

Where to LookWhere to Look

Service Contract Act
Directory of Occupations
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PitfallsPitfalls
Purpose of adjustment is to reimburse contractor for 
actual expenses. Money passes through contractor to 
employee.
If employee makes a wage greater than old wage rate,
an adjustment can only be made for the                    
difference between employees’ actual pay                
and the new rate.
Don’t allow contractor to ask for a percent        
increase.
Contractor’s payroll should show                            
fringe benefit payment as separate                              
entries in addition to hourly wages.
Wage rates do not apply to the                                
contractor’s management employees.

Pitfalls cont.Pitfalls cont.
An apprentice program may be established.  Pay 
for a trainee may be lower than wage 
determination, but  must be approved by DOL.
Make sure wage rate modifications have COR 
input.
Fringe benefits don’t apply to overtime hours.
Contract clauses instruct a contractor not to 
include anticipated DOL wage increases in future 
year bids on multi-year contracts.



O&M Contracts
Advanced

Section 16:  Wage Rate Modifications

16-10

Summary/QuestionsSummary/Questions

That’s all 
FOLKS!


