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Presentation Topics

� What is a Cost Allocation Plan?

- Uses for a Cost Plan

- How the cost plan is developed

- What's included in your cost plan and what's 

not.

- Carry Forward
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What is a Cost Allocation Plan?

� The 2 CFR Part 225 states in Appendix C:

“Most governmental units provide certain services, such 
as motor pools, computer centers, purchasing, 
accounting, etc., to operating agencies on a centralized 
basis. Since federally-supported awards are performed 
within the individual operating agencies, there needs 
to be a process whereby these central services 
costs can be identified and assigned to benefited 
activities on a reasonable and consistent basis. 
The central service cost allocation plan provides 
that process. All costs and other data used to 
distribute the costs included in the plan should be 
supported by formal accounting and other records that 
will support the propriety of the costs assigned to 
Federal awards.”
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What is a Cost Allocation Plan? (continued)

� In general terms:

A cost plan is a tool used to calculate the indirect 

costs of such departments as Auditor, Human 

Resources, County Counsel, Facilities, etc. (central 

support departments) to distribute to the Receiving 

departments (receivers of the service) in order to 

get reimbursement to the General Fund for that 

service.
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What is a Cost Allocation Plan? (continued)

� Central Support Departments are those 

departments whose primary purpose is 

to support the other department/funds 

in the county, not to support the public.

� Receiving Departments are those 

departments who receive costs for 

services performed for their benefit. 
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Cost Allocations from Central Services to 
Receiving Departments

Auditor
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Human 
Resources

Purchasing

EDA - Energy

County-wide central 
support departments 
allocate to all receivers 

in the county.

Use multiple allocation 
bases to allocate the 
costs to the receiving 

departments based on a 
reasonable basis.
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Where did the cost allocation plan come 
from?

� The federal government came up with this process 40 

years ago in order to get every agency on the same 

track to receive benefit for services they performed. 

� Before then there was no way to equally give out 

reimbursement for services because the agencies 

that were more sophisticated in calculating the cost 

knew to add in the overhead costs of services and 

not just the direct cost where as the smaller less 

sophisticated agencies were left just getting back 

what they could determine. 

� There needed to be some guidelines put in place to 

make it fair for all agencies to receive reimbursement 

for the actual cost of services performed. 
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Uses for the Cost Allocation Plan

� Reimbursement for services from non-

General Fund operations within the 

agency. 

� Calculate the indirect cost for user fee 

related services so this cost can be 

included in the calculation of the user 

fees to the public. 

� Federal/State grant reimbursement. 
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Uses for the Cost Allocation Plan (continued)

� Section 1460 of the State Controller’s 
Handbook states:

“Non-grantee departments charging for their services can 
utilize the cost plan in determining their billing rate 
structures. If a department charges the public a fee for 
a service it provides, the board of supervisors should 
be aware of the total cost of providing that service, 
including all applicable indirect costs. This will allow the 
supervisors to establish fees at the appropriate levels to 
recover the true costs associated with the services 
provided. Even if the department is not charging a fee for 
the service, this concept can be employed as a management 
tool in identifying countywide overhead costs to all 
applicable departments. Non-grantee departments should 
note the cost recovery limits set by OMB A-87 and, if 
necessary, adjust their costs to recover as nearly as 
possible the total costs of doing business.”
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What Does OMB A-87 or 
2 CFR Part 225 Stand For?

� OMB Circular A-87 is the Office of Management 

and Budget’s Cost Principles for State, Local, 

and Indian Tribal Governments.

� 2 CFR Part 225 is the “New” OMB A-87.

� OMB A-87 has been moved to Title 2 in the 

Code of Federal Regulations (2 CFR), Subtitle  

A, Chapter II, part 225, as part of an initiative 

to provide the public with a central location for 

Federal government policies on grants and other 

financial assistance and non-procurement 

agreements.
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How the cost plan is developed.

� Initial meetings with the central support departments are 

held to discuss different functions performed by each 

department and the available allocation bases to spread the 

cost out to the people who receive the cost. (Sept.)

� Discuss reasonable allocation basis for each function. (i.e. 

for payroll function allocate on the number of paychecks and 

for county counsel allocate based on the number of hours 

worked.

� Spread each staff member to each function based on 

timesheets. 

� Information is collected such as expenditures, FTE counts, 

transaction counts, revenues and direct bill charges. (Sept.-

Oct.)

� Draft is developed (Oct-Nov)

� Initial review and corrections are made before draft goes 

out to departments (Nov)



How the cost plan is developed.(cont.)

� Departments review allocations for 

validity and ask questions. (Nov-Dec)

� Final changes made and re-run for 

delivery to the state. (Dec.)

� State controllers office audits plan and 

approves. (June, usually)

12



What is included in the cost plan and what is not? 

� Departments 

included in cost plan:

- Building Use 

Allowance (2% of original 

cost of General fund facilities)

- Equipment Use 

Allowance (6 2/3% of 

original cost of equipment. 

- County Exec 

Office

- Auditor Controller

- Internal Audit

- Payroll 

- County Counsel

- HR

- Purchasing

- EDA Facilities 

Administration

- Energy

- Parking
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What is included in the cost plan and what is not? 

� The cost related to the above 

mentioned departments are included in 

the cost plan and spread based on 

many different allocation bases

� Any direct bills that are paid throughout 

the year by any department is credited 

to that department and ONLY the 

remaining cost are spread in the cost 

plan. (ex. County Counsel is spread based on hours 
worked, then every department that has paid is credited 

and the remaining cost is what you see as an allocation. 

When you are billed for County Counsel it is just Salaries 

and Benefits and does not include any overhead associated 

with it.)14



What is included in the cost plan and what is not? 

�Direct Bills
� Credits are applied to each department that pays for 

service in the current year of service.

� For example if you receive service from County 

Counsel in FY 12/13 and you pay for that service in 

FY 12/13 then a direct bill credit is applied. 

� When it goes through the cost plan then your credit 

is given and ONLY the remaining indirect portion of 

cost is applied to the department. 

� There is NO double counting of cost. When you are 

direct billed in the year it covers salary and benefits 

only and not the indirect portion which is what flows 

through the cost plan. 
15



Carry Forward Calculation

� In the example to follow the 
following years apply: 

� FY1 = FY 09/10

� FY2 = FY 10/11

� FY3 = FY 11/12 

� FY4 = FY 12/13

� FY5 = FY 13/14

16



Carry Forward Calculation
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Carry Forward Calculation

-

- FY 11/12      FY 09/10
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Carry Forward Calculation
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FY 09/10actual FY 11/12 actual

for use in FY 11/12 for use in FY 13/14

Sheriff Support Department 1

Estimated $607,718 Actual $610,196

Estimate $607,718 collected by dept in FY 11/12

$2,478under estimated cost by 

So actual from FY 11/12 for use in FY 13/14 plan is:

Actual calculated of $610,196actual cost from FY 11/12

plus difference between estimate 

from 2 years ago and actual this year of $2,478under collected in FY 11/12

equals $612,674 Amount with carry forward adj

$18,809One time adjustments

$631,483
amount charged to dept in FY 13/14
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Thank you!
CAPITAL 

ACCOUNTING

PARTNERS, LLC

We give you a product we are PROUD to put our name on!

Nicky Cass Lettini, MBA
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Q & A



COWCAP Fluctuations

Rachelle Román, CRMA, MPA
Chief Accountant – Audits & Specialized Accounting Division

May 2, 2013



Why COWCAP Fluctuates

• Operational Changes

• Billable % (Expenditures/Revenue)
– Should not see great fluctuation with current 

methodology

• Carry-Forward



Operational Changes

County of Riverside
Sheriff Corrections Deptid2500400000 COWCAP Billings

Department/Description

FY2013/2014 CAP  
June 30, 2012 

Actual

FY2012/2013 CAP  
June 30, 2011  

Actual

FY2011/2012 CAP  
June 30, 2010  

Actual

FY2010/2011 CAP  
June 30, 2009  

Actual

FY2009/2010 CAP  
June 30, 2008  

Actual

Building Use Allowance $5,025,993 $5,045,744 $3,480,555 $3,315,602 $3,084,717

Equipment Use Allowance $237,703 $191,234 $284,090 $326,813 313,366

11001 County Executive Office $136,704 $153,341 $155,816 $92,390 136,044

13001 Auditor Controller $81,049 $93,636 $93,223 $266,891 222,336

13002 Internal Audit 47,305

13003 Payroll ($9,312) ($9,123) ($4,409)

230 Treasurer-Tax Collector

15001 County Counsel $5,137

11301 Human Resources $92,961 $74,372 $105,657 $158,060 181,122

73001 Purchasing $26,966 $21,385 $36,473 $55,529 50,468

72001 FM - Admin 1

72002 FM -  Custodial Housekeeping ($7,900) ($22,897) (95,298)

72003 FM -  Maintenance $542,959 $169,792 2,441,162

72004 FM -  Real Estate

72006 FM Energy $451,919 $1,394,273 $522,800 $1,119,222 1,089,253

72007 FM Parking $1 $54 $2,706 $314

12003 Records Mgt. & Archives

Actual Cost $6,049,121 $6,964,916 $5,211,970 $5,481,716 $7,470,476



Department/Description

FY2013/2014 CAP  
June 30,2012 

Actual

FY2012/2013 CAP  
June 30,2011  

Actual

FY2011/2012 CAP  
June 30,2010  

Actual

Building Use Allowance $5,025,993 $5,045,744 $3,480,555
Equipment Use Allowance $237,703 $191,234 $284,090
11001 County Executive Office $136,704 $153,341 $155,816
13001 Auditor Controller $81,049 $93,636 $93,223
13002 Internal Audit
13003 Payroll ($9,312) ($9,123) ($4,409)
230 Treasurer-Tax Collector
15001 County Counsel $5,137
11301 Human Resources $92,961 $74,372 $105,657
73001 Purchasing $26,966 $21,385 $36,473
72001 FM - Admin
72002 FM -  Custodial Housekeeping ($7,900)
72003 FM -  Maintenance $542,959
72004 FM -  Real Estate
72006 FM Energy $451,919 $1,394,273 $522,800
72007 FM Parking $1 $54 $2,706
12003 Records Mgt. & Archives

Actual Cost $6,049,121 $6,964,916 $5,211,970
Equipment Use Allowance ($237,703) ($191,234) ($284,090)
Other Adjustments

Adjusted Actual Cost $5,811,418 $6,773,682 $4,927,880

Estimated Cost $5,211,970 $5,481,716 $7,470,476
Equipment Use Allowance ($284,090) ($326,813) ($313,366)
Custodial/Maintenance/Real Estate 
Converted to ISF Department
Payroll ACO Allocation Due to Direct 
Billing ($131,487)
Other Adjustments 

Adjusted Estimated Cost $4,927,880 $5,154,903 $7,025,623

Difference Between Actual & Estimated 
Cost (Carry -  Forward) $883,538 $1,618,779 ($2,097,743)
Custodial/Maintenance/Real Estate 
Converted to ISF Department $535,059 $146,895 ($535,059)
Payroll ACO Allocation Due to Direct 
Billing
One Time Adjustments -

Total Claimable Cost $7,230,015 $8,539,356 $2,295,078

Billable % provided by County Executive 
Office 24.8% 24.8% 9.6%

COWCAP Billing (Charges) 1,793,044 2,117,760 220,327

1
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Billable %
County of Riverside

Sheriff Corrections Deptid2500400000 
COWCAP Billings

Department/Description

FY2013/2014 
CAP  June 30, 

2012 Actual

FY2012/2013 
CAP  June 30, 
2011  Actual

FY2011/2012 
CAP  June 30, 
2010  Actual

FY2010/2011 
CAP  June 30, 
2009  Actual

FY2009/2010 
CAP  June 30, 
2008  Actual

FY2008/2009 
CAP  June 30, 
2007  Actual

FY2007/2008 
CAP  June 30, 
2006  Actual

FY2006/2007 
CAP  June 30, 
2005  Actual

Total Claimable Cost $7,230,015 $8,539,356 $2,295,078 $4,930,989 $5,706,873 $7,112,444 $7,598,894 $9,688,402

Billable % 24.8% 24.8% 9.6% 9.6% 9.6% 9.6% 9.6% 37.0%

COWCAP Billing (Charges) 1,793,044 2,117,760 220,327 473,375 547,860 682,795 729,494 3,584,709 



Operational Changes
County of Riverside

Planning Deptid 3120100000 COWCAP Billings

Department/Descriptions
FY2013/2014 CAP  

June 30, 2012 Actual
FY2012/2013 CAP  

June 30, 2011  Actual
FY2011/2012 CAP  

June 30, 2010  Actual
FY2010/2011 CAP  

June 30, 2009  Actual
FY2009/2010 CAP  

June 30, 2008  Actual

Building Use Allowance $7,550 $7,550 $28,164 $26,427 $26,561
Equipment Use Allowance $5,064 $5,749 $7,718 $7,718 7,721
11001 County Executive Office $5,129 $6,230 $7,182 $7,004 13,695
13001 Auditor Controller $8,876 $10,506 $11,743 $36,563 24,081
230 Treasurer Tax Collector
13002 Internal Audit
13003 Payroll ($259) ($258) ($170)
15001 County Counsel $18,880 $61,026 $316,375 $115,379 125,805
11301 Human Resources $3,529 $1,390 $130 $9,514 12,310
73001 Purchasing $6,795 $15,230 $2,860 $4,760 3,038
73002 Central Mail
72001 FM - Admin
72002 FM - Custodial Housekeeping ($4,592) ($10,586) (7,321)
72003 FM - Maintenance $6,190 $5,424 (17,189)
72004 FM - Real Estate $3,660 $5,023 (18,833)
72006 FM Energy $26,429 $26,361 $39,732 $42,911 38,916
72007 FM Parking $425 $193 $4,021 $1,834
12003 Records Mgt. & Archives

Actual Cost $82,418 $133,977 $423,013 $251,971 $208,784



Billable %

County of Riverside

Planning Deptid 3120100000 COWCAP 
Billings

Department/Descriptions

FY2013/2014 
CAP  June 30, 

2012 Actual

FY2012/2013 
CAP  June 30, 
2011  Actual

FY2011/2012 
CAP  June 30, 
2010  Actual

FY2010/2011 
CAP  June 30, 
2009  Actual

FY2009/2010 
CAP  June 30, 
2008  Actual

Total Claimable Cost ($255,329) $12,064 $634,852 $297,099 $60,719

Billable % 64.9% 64.9% 88.7% 88.7% 88.7%

COWCAP Billing (Charges) (165,709) 7,830 563,114 263,527 53,858 



Options & Solutions

Frankie Ezzat, MPA
Assistant Auditor-Controller

May 2, 2013



Goals & Objectives

• Collaborate with Fiscal Managers of the 
County

• Explore the different options to smooth out the 
highs/lows of COWCAP costs
– Think outside the box . . . 
– No ‘one solution fits all’ 
– Combination of solutions
– Work with Departments one-on-one once solutions 

have been determined



Department Responsibilities

• Evaluate your Operational Factors carefully to 
ensure accuracy and consistency

• Compare your current year and prior year 
numbers to determine any material 
discrepancies and research the fluctuations 



County of Riverside ■ Office of the Auditor-Controller

• ACO is exploring options

• When there is a great fluctuation, submit a 
request for evaluation to the ACO
– ACO will collaborate with EO to discuss options 

available

Options



Contact Information

Audits & Specialized Accounting Division

Rachelle Román, Chief Accountant 5-6283

Russell Dominski, Principal Accountant 5-8136

Tess Soriano, Senior Accountant 5-8138


