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(b) Labor surcharges. (1) Labor sur-
charges include worker compensation 
insurance, public liability and property 
damage insurance, and such fringe ben-
efits as the company has established 
for the benefit of its employees. The 
cost of labor surcharges will be reim-
bursed at actual cost to the company 
or a company may, at its option, use 
an additive rate or other similar tech-
nique in lieu of actual costs provided 
that (i) the rate is based on historical 
cost data of the company, (ii) such rate 
is representative of actual costs in-
curred, (iii) the rate is adjusted at least 
annually taking into consideration 
known anticipated changes and cor-
recting for any over or under applied 
costs for the preceding period, and (iv) 
the rate is approved by the SHA and 
FHWA. 

(2) Where the company is a self-in-
surer there may be reimbursement: 

(i) At experience rates properly de-
veloped from actual costs, not to ex-
ceed the rates of a regular insurance 
company for the class of employment 
covered, or 

(ii) At the option of the company, a 
fixed rate of 8 percent of direct labor 
costs for worker compensation and 
public liability and property damage 
insurance together. 

[40 FR 16057, Apr. 9, 1975, as amended at 47 
FR 33955, Aug. 5, 1982; 56 FR 56578, Nov. 6, 
1991] 

§ 140.907 Overhead and indirect con-
struction costs. 

(a) A State may elect to reimburse 
the railroad company for its overhead 
and indirect construction costs. 

(b) The FHWA will participate in 
these costs provided that: 

(1) The costs are distributed to all ap-
plicable work orders and other func-
tions on an equitable and uniform basis 
in accordance with generally accepted 
accounting principles; 

(2) The costs included in the distribu-
tion are limited to costs actually in-
curred by the railroad; 

(3) The costs are eligible in accord-
ance with the Federal Acquisition Reg-
ulation (48 CFR), part 31, Contract Cost 
Principles and Procedures, relating to 
contracts with commercial organiza-
tions; 

(4) The costs are considered reason-
able; 

(5) Records are readily available at a 
single location which adequately sup-
port the costs included in the distribu-
tion, the method used for distributing 
the costs, and the basis for determining 
additive rates; 

(6) The rates are adjusted at least an-
nually taking into consideration any 
overrecovery or underrecovery of costs; 
and 

(7) The railroad maintains written 
procedures which assure proper control 
and distribution of the overhead and 
indirect construction costs. 

[53 FR 18276, May 23, 1988] 

§ 140.908 Materials and supplies. 
(a) Procurement. Materials and sup-

plies, if available, are to be furnished 
from company stock, except they may 
be obtained from other sources near 
the project site when available at less 
cost. Where not available from com-
pany stock, they may be purchased ei-
ther under competitive bids or existing 
continuing contracts, under which the 
lowest available prices are developed. 
Minor quantities and proprietary prod-
ucts are excluded from these require-
ments. The company shall not be re-
quired to change its existing standards 
for materials used in permanent 
changes to its facilities. 

(b) Costs. (1) Materials and supplies 
furnished from company stock shall be 
billed at current stock price of such 
new or used material at time of issue. 

(2) Materials and supplies not fur-
nished from company stock shall be 
billed at actual costs to the company 
delivered to the point of entry on the 
railroad company’s line nearest the 
source of procurement. 

(3) A reasonable cost of plant inspec-
tion and testing may be included in the 
costs of materials and supplies where 
such expense has been incurred. The 
computation of actual costs of mate-
rials and supplies shall include the de-
duction of all offered discounts, rebates 
and allowances. 

(c) Materials recovered. (1) Materials 
recovered from temporary use and ac-
cepted for reuse by the company shall 
be credited to the project at prices 
charged to the job, less a consideration 
for loss in service life at 10 percent for 
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