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Definitions 
As used in the City of Bainbridge Island Cost Allocation Plan– 

1.  “Accounting unit” refers to any segment of the coding used to track financial activity (fund, object, 

organization, department, etc.). 

2. “Admin” is synonymous with Administration. 

3. “Allocable Costs” are Indirect Costs that may be allocated.  In reference to the A-87 plan, allocable 

costs are indirect costs that are not prohibited from cost recovery. 

4. A “basis” is the best available answer to the question, “What drives the cost?”  It is therefore used to 

distribute costs on the basis of relative benefit received. 

5. “B&DS Fund” refers to the Building and Development Services Fund. 

6. “CAP” – Cost Allocation Plan 

7. “COBI” refers to the City of Bainbridge Island.  In this document, the term “the City” is also used to 

refer to COBI. 

8. A “cost objective” may be a specific task, program, activity, or project. 

9. The term “Direct costs” as used in this document is defined by OMB Circular A-87 as “those [costs] 

that can be identified specifically with a particular final cost objective.”  An example of a direct cost 

would be a professional service cost for design of a building. 

10. “Divisions” are segments within departments.  The CAP treats some divisions as departments, when 

division responsibilities and cost drivers vary widely enough to make such segregation appropriate.  

The use of the term “department” in terms of classification and allocation encompasses such 

divisions. 

11. “Enterprise Funds” are a type of Proprietary Fund, specifically used to report activities for which a fee 

is charged to external users for goods or services.   

12. “FTEs” refers to “Full-Time Equivalents”.  Rather than simply counting the number of people employed 

by the City, this figure takes into account employees who work less than full-time and assigns a portion 

of an FTE to each.  The number of FTEs does not always coincide with the number of approved 

positions (i.e., approved positions that are not filled are not reflected in the Number of FTEs.) 

13. The term “GAAP Guide” refers to the 2010 edition of the “Governmental GAAP Guide for State and 

Local Governments” published by CCH of Chicago, IL. 

14. “Governmental Funds” are non-Proprietary Funds. 

15. The term “Indirect costs” as used in this document is defined by OMB Circular A-87 as costs “a) 

incurred for a common or joint purpose benefiting more than one cost objective, and (b) not readily 

assignable to the cost objectives specifically benefitted, without effort disproportionate to the results 

achieved.” 

16. “MGT” refers to MGT of America, Inc., the external consultant hired by COBI to develop the cost 

allocation plan model. 

17. “PCD” refers to the Planning and Community Development department. 

18. “Proprietary Funds” are defined by the GAAP Guide as, “used to account for a state or local 

government’s activities that may be performed by a commercial enterprise…  Generally, the purpose of 

a proprietary fund is to provide a service or product to the public or other governmental entities at a 

reasonable cost.”  Proprietary Funds are either Enterprise Funds or Internal Service Funds (for 

services or activities provided to other funds or departments within the governmental agency).  COBI’s 

Proprietary Funds are all Enterprise Funds, and consist of the Water, Sewer, SSWM, and B&DS Funds.  
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19. “PW” refers to the Public Works department. 

20. “PRRs” are Public Records Requests. 

21. “RCW” refers to the Revised Code of Washington.  

22. Per the GAAP Guide, “Special Revenue Funds” refer to funds that account for proceeds of specific 

revenue sources that are legally restricted to expenditures of a specific purpose. 

23.  “SSWM” refers to the Storm and Surface Water Management fund or function. 

24. “Utility Funds” refers to the city-operated Water, Sewer, and SSWM services Funds.  The term 

“utilities” refers to the functions served by these funds. 
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Introduction: What is Cost 

Allocation? 
Simply put, Cost Allocation is a method to identify and distribute indirect costs.  Direct costs are costs 

assignable to a specific cost objective, whereas indirect costs are costs incurred for multiple cost objectives or 

not assignable to a specific cost objective without effort disproportionate to the benefit received.   

 

The benefits received through Cost Allocation follow the law of diminishing returns, represented by an S-Curve.  

In short, there comes a point where increased effort no longer results in a notable increase in precision. 

 

 
 

Goal 
The City of Bainbridge Island (hereinafter also referred to as “COBI” or “the City”) has eight strategic goals, 

including one of “Internal Efficiency: Improve efficiency, quality and productivity of services.” 1  In order to 

sufficiently measure and compare city activity in line with this goal, it is necessary to ensure that all COBI 

Funds and functions share indirect costs on the basis of relative benefits received.   

 

Additionally, the City’s budget guidelines, as outlined on page I-12 of the 2008 final budget, include the 

concept of full cost recovery: 

 The City will maintain utility rates adequate to ensure that each utility segment is fully self-supporting 

 The City shall maintain a structure for all fees and charges where the beneficiary of the service pays 

the cost of that service except to the extent that the City Council has determined that provision of the 

specific service in question provides a general public benefit  

In order to receive full cost recovery, the City must be able to measure the full cost of services provided, 

including indirect costs such as administration and other support services. 

 

The cost recovery method described herein complies with applicable guidance from State and Federal 

agencies. 

                                                           
1 

COBI 2008 Final Budget. 
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Applicable Guidance 
Washington State Auditor 
The Washington State Auditor’s office prescribes the accounting and reporting of local governments in the 

State of Washington under RCW 43.09.200.2  Washington State law provides, at RCW 43.09.210: 

 

All service rendered by, or property transferred from, one department, public improvement, 

undertaking, institution, or public service industry to another, shall be paid for at its true and full value 

by the department, public improvement, undertaking, institution, or public service industry receiving 

the same, and no department, public improvement, undertaking, institution, or public service industry 

shall benefit in any financial manner whatever by an appropriation or fund made for the support of 

another.  

 

The RCW does not specifically address how "full value" is to be determined.   

OMB Circular A-87 
OMB Circular A-873 establishes cost principles for State, Local, and Indian Tribal Governments for determining 

costs for Federal awards.  Item 5 of the Circular states that, “The principles are for determining allowable costs 

only.”  In defining allowable costs, the Circular provides a definition of allocable costs at Attachment A, 

paragraph C.3.a, “A cost is allocable to a particular cost objective if the goods or services involved are 

chargeable or assignable to such cost objective in accordance with relative benefits received.”  The Circular 

further outlines costs that are allowable for charging the Federal government and distinguishes those that are 

specifically excluded from recovery. 

Governmental Accounting Standards Board 

(GASB) 
GASB is the independent organization that establishes and improves standards of accounting and financial 

reporting for U.S. state and local governments.4  While the GASB is not a governmental agency and does not 

have enforcement authority, compliance with GASB is tested by the Washington State Auditor’s audit of COBI.  

 

GASB has not issued any specific guidance describing the method of cost allocation to be applied by 

government agencies.  The overarching principle applied by COBI is found in the GASB Summary of Concept 

Statement No. 1, “Financial reports are used primarily to compare actual financial results with the legally 

adopted budget; to assess financial condition and results of operations; to assist in determining compliance 

with finance-related laws, rules, and regulations; and to assist in evaluating efficiency and effectiveness.”  

Consultant 
In 2009, COBI elected to hire MGT of America, Inc. (hereinafter also referred to as “MGT” or “the Consultant”) 

to develop the Cost Allocation Plan (or, “CAP”).  MGT was selected as an industry leader in developing cost 

allocation plans for government agencies, with over 200 government agencies nationwide using their cost 

allocation plan software.  Additionally, A-87 plans for MGT’s clients have consistently been accepted by Federal 

agencies. 

                                                           
2
 “Budgeting, Accounting, and Reporting System (BARS)” Manual, published by the Washington State Auditor’s 

office and available online at www.sao.wa.gov.  “RCW” refers to the Revised Code of Washington. 
3 
Published by the Federal Office of Management and Budget and available online at www.whitehouse.gov; 

hereinafter also referred to as “the Circular” or “A-87”. 
4
 “Facts about GASB”, published by the Governmental Accounting Standards Board and available online at 

www.gasb.org/facts/facts_about_gasb_2009-2010. 

http://www.sao.wa.gov/
http://www.whitehouse.gov/
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MGT worked closely with the City’s Cost Accountant to obtain all necessary data, select appropriate bases for 

allocation, and input the data into their model.  The Cost Accountant reviewed results for accuracy and validity 

and worked with MGT to make revisions where appropriate. 

Methodology 
Two Plans – Full Cost and A-87 
The State guidance cited above permits and even requires full cost recovery, without defining how such “full 

cost” is calculated.  The Federal guidelines, however, make a distinction between costs that are allowable and 

those that are not.  The different treatments give rise to the need for two cost accounting plans – 1) a Full Cost 

plan in which all costs incurred are shared among benefitting departments and funds for compliance with RCW 

43.09.210, and 2) an A-87 compliant plan in which costs specifically disallowed from Federal reimbursement 

are removed.  The Full Cost plan will be applied to budget and accounting, whereas the A-87 plan will be used 

only in circumstances where Federal reimbursement of allocated costs is sought. 

Classification of Departments and Basis 

Determination 
A “basis” can be described as the best available answer to the question, “What drives the cost?”  It is therefore 

used to distribute costs on the basis of relative benefit received.  The cost allocation will not result in a per unit 

cost of a transaction, such as processing a voucher for payment or processing a request for bid; rather, it 

represents an appropriate allocation of all of the costs related to providing the support service. 

 

MGT and the Cost Accountant met with each department to discuss departmental responsibilities and 

determine which departments should allocate costs.  Departments were classified as “Support” and 

“Recipient”.  Recipient departments are those receiving a benefit from a support department.  Accordingly, 

support departments send allocations to recipient departments.  Support departments may also send or 

receive allocations to or from other support departments.5   

 

Work effort within each Support department was then segregated into different tasks (such as Cashiering and 

Budgeting).  The amount of departmental expenses assigned to each task was based on labor data when 

appropriate and available, or split evenly for different bases when such practice is industry standard and more 

equitable than labor.  An appropriate basis was then determined for each task. Descriptions and detail of 

bases by department are available in Appendix A. 

Allocated Costs 
Budgeted operating expenses by department were used as the starting point for determining allocable costs.  

Within each Support department, line items with the potential to contain significant direct costs (such as 

Professional Services) were individually reviewed, and direct costs were identified with and applied only to the 

benefitting cost objective whereas unallocable costs (costs that would be inappropriate to share) were 

excluded from allocation.  Any costs directly budgeted to a Proprietary Fund prior to this Cost Allocation Plan, 

such as labor (discussed further, below, in subsection “FTEs per dept/fund”, or, Labor) were credited so as not 

to duplicate-charge a Fund.6 

                                                           
5
 For example, Finance is initially designated as a support department.  Because the Finance department 

supports IT, another support department, Finance costs are allocated to IT and IT becomes a 

“Support/Recipient” department. 
6
 Please note the use of budgeted expenses or costs, rather than actual expenses or costs.  Such usage is 

common and is compliant with all applicable guidance.  
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Allocation Bases 
The bases used in the COBI Cost Allocation Plan can be categorized as: 

 Task-specific Data 

o Where task-specific data existed and was readily available, this data was used as the basis 

for allocation.  For example, to allocate the cost of the Accounts Payable (AP) function COBI 

used the number of AP transactions per Department and Fund.   

 Number of FTEs7 

 Operating Budget 

 Estimate of Data 

o In the absence of task-specific data, an estimate of data was used when 1) a data point that 

reflected a cost driver could be identified, and 2) the estimated data point was a more 

appropriate basis than Number of FTEs or Operating Budget.  For example, the Human 

Resources (HR) support of departments used an estimate of time spent for each department.  

This was chosen rather than Number of FTEs because the HR work related to a department is 

variable based on staff turnover, promotions, additions or deletions of positions,  etc., which 

may prove to be higher or lower for a department than it’s proportionate share of FTEs. 

 Blend of items above 

The bases used in the plan and where they have been applied are outlined in the Table of Contents section of 

Attachment A: Full Cost Allocation Plan. 

 

 “Number Of” 

Please note that basis descriptions using the term “Number of” do not indicate that a “cost-per-item” was 

applied.  Rather, the number of transactions or items considered was used to calculate a weighted average 

that was then applied to Recipients accordingly. 

 

“FTEs per dept/fund”, or, Labor 

The budgeted salary and FTE bases come from Payroll Allocations.  COBI has drafted and started implementing 

the attached Payroll Allocation Procedure (Attachment A).  Based on this Procedure, payroll allocations are to 

be estimated based on planned work effort, and all requested payroll allocations are to include three 

additional pieces of information to justify the percentages – narrative, calculation, and supporting 

documentation.  The narrative gives the answer of “why” a given fund is being charged for labor and the 

general “what” of the work that would apply to the fund.  The calculation gives the answer of “how” the figure 

was determined, and the supporting documentation (whether it be MUNIS data, project lists, etc.) supports the 

“how much” and specific “what”.  The information provided must be sufficiently detailed to pass potential 

scrutiny by an auditor or other external third party. 

 

For many departments, the support will vary based on the employee and his or her specific job duties.  For 

example, a position whose job duties are related to processing data may be supported by system-generated 

reports detailing number of items processed per fund, whereas a position whose job duties are project-driven 

may be supported by annual project lists. 

 

The Public Works department’s Operations and Maintenance division uses a Work Order system within MUNIS 

(the City’s Financial Management system) to track labor hours to direct effort as worked.  Beginning in 2009, 

portions of the Public Works department’s Engineering division also use a work order system.  The use of this 

work order system is an integral part of compliance with OMB Circular A-87 Attachment B, 11.h.  As additional 

divisions or departments begin to use the Work Order system, the precision of labor assignment will be 

increased.   

                                                           
7
 COBI has eight employees who work less than full-time.  These positions equate to 5.5 FTEs.  Use of FTEs is 

therefore not materially different from use of headcount. 
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OMB Circular A-87 Adjustments 
The A-87-compliant Cost Allocation Plan (for use with Federal funding) is currently in process. Upon completion 

of this plan, the City will revise this plan to discuss any adjustments and variances between the Full-Cost plan 

and the A-87 plan. 

Software 
As part of the contract with MGT, COBI will take possession of the database developed by MGT for creation of 

the CAP and use in annual updates to the CAP.  All future updates to the CAP will be done by COBI on an 

annual basis using budgeted figures.
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Appendix A:  
Department Description and Allocation Bases 
In the department analysis that follows, departments are designated as “support” and/or “recipient”.  

Recipient departments are those receiving a benefit from a support department.  Accordingly, support 

departments send allocations to recipient departments.  Support departments may also send or receive 

allocations to or from other support departments.  For example, IT is initially designated as a support 

department.  Because the IT department supports Finance, another support department, IT costs are allocated 

to Finance and Finance becomes a “Support/Recipient” department. 

 

For the purposes of the Cost Allocation Plan, where the first goal is to confirm that all Funds share in indirect 

costs appropriately, each non-General Fund is treated as a “department”.  Final costs for all non-Fund 

departments reflect the total General Fund operating costs of each department. 

 

The following section also describes departments that are unallowable and therefore excluded from the A-87 

plan.  To ensure that Proprietary Funds do not receive a disproportionate share of other operating costs, these 

non-A-87 departments are not excluded from the basis data (or, denominators in the formulas) within the A-87 

plan.  This inclusion is consistent with OMB Circular A-87, Attachment A, Item C.3.b, “All activities which benefit 

from the governmental unit's indirect cost… will receive an appropriate allocation of indirect costs.”  Failing to 

include them in the formulas would result in a disproportionate share being assigned to allowable departments 

and Funds. 

 

City Council – Support/Recipient 

Discussion: 

City Council (hereinafter also referred to as “Council”) is the legislative and policy-making branch of the City 

government, responsible for determining the City's policies and goals.  The Council is involved in decision-

making and policy-setting related to both Governmental and Proprietary Fund activities.  While the City 

Council would exist regardless of the Proprietary Fund activities, all City activities are considered by the 

Salary Commission in setting City Council salaries.8  Additionally, City Council’s involvement in Proprietary 

Fund activities drives staff labor related to the same.  The existence of and City Council’s involvement in 

Proprietary Fund activities therefore has an impact on the cost of each department and fund.   

 

Allocation Determination: 

The City allocates Council costs to all Departments and Funds.  It is standard practice among many 

governments to allocate Council costs on the basis of FTEs, Operating Budget, Council meeting Agenda 

Items, or a combination of the any of the three.  COBI elected to allocate Council costs using each of those 

three bases, weighted equally.   

  

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

Government costs, including those of a City Council, are not allowed for Federal awards per OMB Circular A-

87, Attachment B, No. 23.a.2.   Accordingly, all City Council costs are excluded from the A-87 Cost Allocation 

Plan, but are appropriate for inclusion in the Full Cost Allocation Plan. 

 

Municipal Court – Recipient 

Discussion: 

Operating a Municipal Court is a general government function, and any services provided that relate to 

Proprietary Funds are the same services provided to any private entity or member of the citizenry 

(misdemeanor, gross misdemeanor, traffic and non-traffic criminal cases).  The City treats itself as an 

external entity in the billing of utility rates, permit fees, and other City activity (i.e., the City is not exempted 

from paying for City services).  For consistency, it should likewise treat court costs related to City-owned 

                                                           
8
 The Salary Commission is a seven-member advisory committee comprised of Bainbridge Island citizens who 

are charged with reviewing the salaries of elected officials and recommending whether such salaries should be 

increased or decreased. 
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utilities like those of any external entity – paid by the General Fund.  Additionally, operation of the Municipal 

Court carries the same cost regardless of the existence of the Proprietary Fund activities. 

 

Allocation Determination: 

Court costs are not allocable to other departments or Proprietary Funds.   

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

Government costs, including those of a municipal court, are not allowed for Federal awards per OMB Circular 

A-87, Attachment B, No. 23.a.3.  Accordingly, all Municipal Court costs (direct and allocated) are excluded 

from the A-87 Cost Allocation Plan.   

 

Executive 

The Executive Department provides "direction, coordination, and oversight"9 for the City as a whole, including 

Proprietary Fund activities.  It is comprised of separate divisions with markedly different roles and 

responsibilities.  Accordingly, each division is separately discussed. 

Exec – Admin – Support/Recipient  

Discussion: 

The Exec – Admin division is responsible for the administration of city polices and, ultimately, the operation 

of all departments. 

 

Allocation Determination: 

The City allocates Exec – Admin costs to all Departments and Funds.  It is standard practice among many 

governments to allocate Exec-Admin costs in the same manner as City Council costs.  COBI elected to follow 

this standard practice. 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

Exec – Legal – Support/Recipient  

Discussion: 

The Exec – Legal division acts as the City’s general counsel.  In addition to overseeing all litigation, the Legal 

division provides legal support related to Contracts citywide; maintains the Real Property database, protects 

interests related to City-owned property, and is instrumental in surplusing City property; fulfills Public 

Records Requests (PRRs); and attends City Council and other public meetings. 

 

Allocation Determination: 

The City allocates Exec – Legal to all departments and funds.  The amount applied to each work effort 

category was based on staff estimates of time spent in each task.  Several bases were used according to the 

work effort.   

 

 Contracts – based on operating budget 

o Contracts with Legal involvement are not separately tracked.  The use of operating budget 

was chosen rather than FTEs because contracts are more closely related to expenditures 

than to employees.  

 Real Property – based on operating budget 

o The surplusing of property is beneficial to all operating departments, because it contributes 

to offsetting overall expenses or building reserves.  Additionally, the City owns property that 

is used solely for utility purposes.  In the absence of task-specific data, the operating 

budget was chosen because the benefit to other departments is more closely related to 

expenditures than to employees.  The relatively low total cost of the Real Property work 

effort reduces the benefit within cost allocation of maintaining additional task-specific data.  

(See Introduction section.) 

 Public Records Requests – based on number of PRRs 

                                                           
9
 COBI 2008 Final Budget. 
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 Council Support – based on number of City Council meeting agenda items 

 Litigation – unallocable – direct costs 

o Litigation costs are directly-attributable to specific lawsuits or other legal activity.  These 

costs should therefore not be shared with departments or funds not involved in the 

litigation, and are therefore unallocable. 

 Unallocable – Prosecutor and Public Defender costs 

o The Prosecutor and Public Defender fulfill a mandated general government function.  It 

would be inappropriate to share these costs with non-General Funds, or with other 

departments; they are unallocable. 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

Exec – Human Resources (HR) – Support/Recipient  

Discussion: 

The Exec – HR division is responsible for compliance with applicable federal and state rules and regulations, 

labor relations support, employee recruitment, and City-wide training. 

 

Allocation Determination: 

The City allocates Exec – HR to all departments and funds.  The amount applied to each work effort category 

was based on staff estimates of time spent in each task.  Several bases were used according to the work 

effort.   

 

 HR Citywide Projects – based on FTEs 

o Citywide Projects include tasks such as employee manual updates, required labor reporting, 

and other tasks that relate to the City as a whole.  The effort can be considered as equal for 

each employee.  Accordingly, the number of FTEs is the best data for allocation. 

 HR Support – based on estimate of time spent for each department 

o This estimated data was chosen rather than Number of FTEs because the HR Support work 

related to a department is variable based on staff turnover, promotions, additions or 

deletions of positions,  grievances, etc., which may prove to be higher or lower for a 

department than it’s proportionate share of FTEs. 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

Exec – Hearing Examiner – Support/Recipient  

Discussion: 

The Hearing Examiner is responsible for arbitration, primarily for issues arising from building and 

development services. 

 

Allocation Determination: 

The City allocates Hearing Examiner costs to those functions that benefit from the effort.  Because all 

Hearing Examiner costs are paid to contractors of the City (i.e., they are not employee “Salary and Benefits” 

for the City), the total amount billed for each case detail was applied to its related department or Fund and 

used as the basis for allocation.  Additionally, because the Hearing Examiner is an external position, the 

division does not participate in all City-wide costs.  Rather, it was deemed appropriate to only allocate costs 

related to PRRs to the Hearing Examiner, because many of the cases arise from what are initially PRRs. 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

Exec – City Clerk – Support/Recipient  

Discussion: 

The City Clerk is responsible for managing the City's official records.  This includes recording all proceedings 

of all public meetings, maintaining records of ordinances and resolutions passed by City Council, updating 
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the availability of the current municipal code, processing insurance claims, and responding to public records 

requests. 

 

Allocation Determination: 

The City allocates City Clerk costs to all departments and Funds.  The amount applied to each work effort 

category was based on staff estimates of time spent in each task.  Several bases were used according to the 

work effort.   

 

 Public Records – based on number of PRRs 

 Council support – based on number of agenda items 

 Insurance – based on operating budget 

o There is not an accurate way to predict where an insurance claim may be made in a given 

year.  Additionally, this work effort category reflects a total allocated cost that is immaterial 

to the CAP as a whole.  Accordingly, since insurance is a City-wide cost and the City Clerk’s 

efforts would include any such insurance claims, the use of operating budget was deemed 

to be the most reasonable basis.   

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

Exec – Community Services – Recipient  

Discussion: 

The Community Services division is used in the CAP to accumulate costs attributable to the Senior 

Center/Commons and City-maintained parks (equipment, maintenance, insurance, and utilities).  This 

division is not used for budgeting or actual expense recording purposes; rather, it is used only within the CAP 

to segregate and exclude the unallocable Community Services costs. 

 

Allocation Determination: 

Community Services costs are for services and locations provided for general community benefit.  They are 

therefore not allocable to other departments or Funds. 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

Finance and Administration – Support/Recipient 

Discussion: 

The Finance department provides support to all City departments.  In addition to all accounting functions, 

financial reporting, and budgeting, the Finance department manages all utility billings and serves as primary 

cashier and reception at City Hall.   

 

Allocation Determination: 

The City allocates Finance costs to all departments and Funds.  The amount applied to each work effort 

category was based on staff estimates of time spent in each task.  Several bases were used according to the 

work effort.   

 

 Budget and Financial Reporting – based on operating budget 

 Accounts Payable – based on number of AP transactions 

 Cashiering – based on number of cash receipts 

 Business License – not allocated 

 Council Support – based on staff estimate of time spent 

o The Finance Department Secretary prepares agendas for City Council meetings and staffs 

certain meetings, such as those related to budget and CFP, and in the absence of the City 

Clerk when necessary. 

 General Accounting – based on operating budget 
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 General City Support – based on operating budget 

o This work effort category refers to time spent by the Accounting Technician who serves as 

general receptionist for the City. 

 LIDs – based on staff estimate of time spent 

 Timesheet Entry – based on number of lines entered 

 Payroll Processing and Maintenance – based on number of FTEs 

 SSWM Support – based on staff estimate of time spent 

o The Senior Accounting Technician oversees all SSWM billing functions. 

 Utilities – based on number of utility accounts per utility 

 Cost Allocation – based on operating budget 

 Cash Management GF (General Fund) – based on operating budget 

 Cash Management non-GF – based on absolute value of average cash balances 

 Finance Committee – based on number of FPC agenda items 

o The Finance Committee meetings are staffed by the Finance Department Secretary, who 

prepares agendas and records minutes. 

 Records – based on number of records 

 Direct Fund Support – based on expenses budgeted directly to non-GF Funds 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

Public Safety – Recipient 

Discussion: 

The Public Safety (or Police) Department is the law-enforcement department within the City, and (like 

Municipal Court) the services it provides that relate to utilities are the same services provided to any private 

entity or member of the citizenry (maintain peace and order, protect life and property, etc.).   

 

Allocation Determination: 

Public Safety costs are not allocable to utilities or any other enterprise funds.   

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

Government costs, including those of a police department, are not allowed for Federal awards per OMB 

Circular A-87, Attachment B, No. 23.a.5.  Accordingly, all Public Safety costs are excluded from the A-87 Cost 

Allocation Plan. 

 

Planning and Community Development – Support/Recipient  

Discussion: 

The Planning & Community Development (PCD) department works with land use and construction activities 

on the Island; administers building, shoreline, environmental, and subdivision regulations; reviews 

development proposals; performs code enforcement; administers land use applications; prepares and 

updates long-range plans.  A significant portion of PCD effort is related to the B&DS Fund.  PCD is also 

involved in the development of utility projects in support of the Public Works department.   

 

Allocation Determination: 

The City allocates PCD – Admin costs to all other PCD divisions and to Funds supported by PCD.  All non-

Professional Service costs are allocated based on FTEs of supported divisions and Funds.  Professional 

Services costs are allocated directly based on the division or Fund for which the service is performed. 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

Public Works (PW) – Support/Recipient 
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“The Public Works Department is responsible for acquiring, constructing, operating and maintaining public 

infrastructure."10  This includes City-owned utilities.  The department is comprised of separate divisions with 

markedly different roles and responsibilities.  Accordingly, each division is separately discussed. 

 

PW – Admin – Support/Recipient  

Discussion: 

The PW – Admin division supports the other divisions within Public Works. 

 

Allocation Determination: 

The City allocates PW – Admin based on operating budget and number of FTEs of supported divisions, 

weighted equally. 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

PW – Engineering – Support/Recipient  

Discussion: 

The PW – Engineering division is primarily responsible for carrying out City infrastructure improvements and 

the review of public development projects. This includes various permit reviews of all development that 

affect public infrastructure. Engineering also carries out various City wide studies in order to implement 

improvements to infrastructure. The division provides survey services, capital and development engineering 

for utility and non-utility projects, and contains the Water resources function which oversees water quality 

testing and compliance for the Storm and Surface Water Management utility. 

 

Allocation Determination: 

The City allocates PW – Engineering costs to all non-General Fund funds supported by the division.  All non-

Professional Service costs are allocated based on number of FTEs, and Professional Services are allocated 

directly based on the division or Fund for which the service is performed.  The use of FTEs was chosen rather 

than operating budget because the labor effort is more closely related to distribution of cost than expenses. 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

PW – Operations and Maintenance (O&M) – Support/Recipient  

Discussion: 

The PW – O&M division is responsible for transportation, utility, and facilities operations and maintenance.  

This includes fleet, street, and building maintenance, as well as operation of the City-owned utilities.  Fleet 

and building maintenance is performed for all departments. 

 

Allocation Determination: 

The City allocates PW – O&M to all supported departments and Funds.  The amount applied to each work 

effort category was based on staff estimates of time spent in each task.  Several bases were used according 

to the work effort.  

 

 PW O&M Admin, PW O&M Transp & Fac, and PW Utilities – based on estimated support per 

department/fund, from estimates of staff effort 

 Facilities – City Hall – based on square footage per department 

 Facilities – PW Yard – based on FTEs 

 Facilities – PD – based on square footage 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

Information Technology – Support/Recipient 

Discussion: 

                                                           
10

 COBI 2008 Final Budget. 
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The IT department provides technical support and systems administration to all departments, as well as GIS 

and mapping maintenance.  Major platforms supported include the MUNIS financial system and Tidemark 

planning system.  The IT department sets up all workstations (phone and computer), responds to time-

sensitive technical issues, supports users with software-related questions, assists in the development of 

reports, and prepares the Council Chambers for public meetings. 

 

Allocation Determination: 

The City allocates IT costs to all departments and Funds.11  The bases for allocating IT were derived from 

position duties. 

 

 Director – average based on other IT employees 

 Senior IT Specialist – based on City-wide FTEs by department and Fund 

o The Senior IT Specialist position supports technical needs of all employees (computers, 

email addresses, phones, software, etc.).  Accordingly, the cost is shared relatively equally 

per employee. 

 Systems Administrator – based on financial system module and work order data 

 Engineering Tech II – based on estimated project work 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

General Government – Support/Recipient 

Discussion: 

The General Government department functions as a centralized service unit to pay for City-wide costs on 

behalf of the City and all of its departments.  This department allows for the allocation of costs to funds while 

removing from department reporting those costs that are centralized and outside of departmental control 

(insurance, rent, utilities, etc.).  The General Government department also holds costs that are not allocable 

to any other departments or Funds, such as Community Services costs. 

 

Allocation Determination: 

The City allocates General Government costs to all departments and Funds.  The amount to each category 

within General Government was determined based on review of budget line items.  Different allocation bases 

were applied to each as appropriate. 

 

 Citywide – based on operating budget 

 Direct – directly allocated to benefitting area 

o Includes Professional Services and legal settlement costs. 

 City Hall – Utilities – based on square footage per department 

o Utilities are budgeted by location.  This category includes only those utility costs associated 

with City Hall. 

 Court Bldg – Rent – based on budgeted rent costs 

 Utilities – based on utilities charges per department per budget 

 Unallocated Expenses – specifically identified items that are not allocable 

o Includes Community Services, ferry parking lot lease, pollution control, and detox taxes. 

 Records Storage – based on budgeted rent costs 

 CH & CY Rent – based on Depreciation and Debt charges per department and Fund 

                                                           
11

   In 2009, IT received compensation from the Fire Department for a service contract.  The costs allocated to 

that contract and its share in overhead are not allocated to other departments and Funds, because the 

associated revenue is not allocated.   
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o City Hall and Public Works Yard rent costs are calculated based on square footage and FTE 

data.  The basis for the rent cost is the annual depreciation expense and the interest paid 

on debt issued for purchase and construction of the facilities. 

 Taxes – based on budgeted expenses 

o Taxes on City-owned utilities are budgeted as a percentage of estimated revenues. 

 Insurance – Insurance is allocated based on the different factors within it.  The amount to each 

function is based on the most recent WCIA Invoice. 

o Ins – Liability – based on calculated risk using exposure based on loss history and worker 

hours 

o Ins – Assets – based on asset value per department/Fund 

o Ins – Assets, GF – based on operating budget 

o Ins – Crime – based on number of FTEs 

 This section of insurance covers all employees, so use of FTEs is most reasonable. 

o Ins – Direct – based on budget 

 Direct allocation for police boat insurance, which is separately billed 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 

 

All non-General Fund Funds – Recipient 

Discussion: 

Non-General Funds do not support operating departments or the General Fund. 

 

Allocation Determination: 

Non-General Funds are not allocated. 

 

A-87 Discussion:  This section to be revised upon completion of the A-87 CAP. 
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Appendix B:  
Instructions for Reading the Cost Allocation Plan 
The Cost Allocation Plan is a large document consisting of many spreadsheets.  The following presentation is 

intended to assist a reader in navigating the plan and understanding the relationship of the numbers therein. 

Basis 
This first section of the Cost Allocation Plan lists the bases used for each Support department or division task. 
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Summary Schedule 
The Summary Schedule summarizes the total amount allocated from each Support department to each 

Recipient department.12   

 

 
 

A. Department Costs 
Each Support department has a schedule A. Department Costs, which summarizes the budgeted costs for the 

department, and shows how the cost is shared among tasks. 

 

 
 

In this example, the costs are shared evenly among three tasks, which follows industry standard.  Example 2, 

which appears later in this report, shows when tasks are split based on labor. 

  

                                                           
12 Please note that the summary provided with the plan from MGT does not include totals allocated from 

Support departments to other Support departments.  COBI created such a summary, which is included at 

Appendix C. 
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B. Incoming Costs 
Each Support department has a schedule B. Incoming Costs, which summarizes the costs allocated to the 

Support department. 

 

 

 
 

Please note that the total of $34,878 from the Council A column of schedule A. Department Costs plus the 

$35,227 from the Council A column of this schedule B total $70,105.  The total of $70,105 is then allocated 

in the following section.  
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Allocation Detail 
Each Support department allocation task is supported by allocation detail.  This detail shows the application of 

the allocation base to the departmental costs and overhead previously allocated (“First Allocation” column) as 

well as the allocated costs allocated through the second pass (“Second Allocation” column).  This is known as 

a “double-step allocation”, and ensures that Support departments end with $0 of allocable costs remaining but 

not allocated.  Additionally, the “Direct Billed” column is used to give credit to departments for any allocable 

expenses previously charged.  This way, the CAP does not duplicate-charge costs to any departments. 

 

In this example, there are three allocation sections: Council A Allocations (based on FTE’s); Council B 

Allocations (based on operating budget); and, Council C Allocations (based on agenda items). 
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Note that in this example, our example Recipient (53 Police Patrol) is not represented in the Council C 

Allocations basis data, and therefore receives no Council C allocation. 
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Allocation Summary 
The Allocation Summary summarizes the costs allocated for the selected Support department.  The totals on 

this page will reflect the totals from the Allocation Detail sheets. 
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Example 2 
The following example was selected to show elements that did not exist in the first example, such as costs 

assigned to tasks based on labor and “direct billed” credit given. 
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City of Bainbridge Island   Cost Allocation Plan 

p. 26 of 29 

 

 
 

 
 

Note that the Totals in section B match the “Salary % Split” used in section A for assigning costs to the tasks. 
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Note the credit in the “Direct Billed” column.  This represents the amount previously charged to 401 Water 

Operating FD from 33 Exec – Human Resources.  Giving credit here results in only an additional $393 charge. 

 

 
 

Note that in this example, our example Recipient (401 Water Operating FD) is not represented in the HR 

Support Allocations basis data, and therefore receives no HR Support allocation. 
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Appendix C: 
Cost Allocation Results 
The following spreadsheet summarizes all charges to and from departments.   
 

Note: It is challenging to find a City or County against which to compare allocation percentage.  Readers are cautioned not to make a comparison of non-

like items, such as comparing COBI rates to governments that, for example: 

 

 Do not provide full-service utilities; 

 Direct-charge costs which are indirect at COBI; 

 Charge as indirect costs which are direct-charged at COBI; 

 Have other large enterprise funds; 

 Have fewer enterprise funds. 


