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What are cost allocationse

Cost allocations fairly spread the administrative functions cost to the
benefitting entity; internal and external. This is completed through the
indirect cost model or direct cost allocation.

Cost allocation is then used as a factor in developing internal and
external rate models (Fleet, Development Fee, etc).

Laws and requirements applicable to cost allocations

3.9.5.20 RCW 43.09.210 indicates that when one fund is charging another, the fund being charged must only pay for the actual costs
of the services it receives. Governments are expected to document those services and the costs of providing them to demonstrate
these charges are fair, equitable and valid and reflect services provided.

Source: Excerpt from Washington State Auditors Office (SAO) BARS (Budgeting, Accounting, and Reporting System) GAAP (Generally Accepted Accounting Principles) Manual on Interfund Activities & Overhead Cost Allocation.




Types of Cost Allocation

Indirect cost allocation is a method to systematically and rationally distribute the costs
for administrative functions to the receiving department.

Some examples of administrative functions:
e Legislative and City Manager’s Office
Legal Services
Human Resources
Information Technologies

Finance




City Clerk, $596,511 | | Legislative, $330,740
‘ S Total administrative costs: $17.85M
ity Manager's Office,

$1,018,312
CPED Mail/Front Counter,
$1,143,255 Information Services
45,665,152 Allocation Factors:
* FTE count
* Number of
Other, $1,178,477 * Agenda ltems
* Legal Requests
* Union Employees

* Recruitments
. .
Strategic Communications, DEVI.CES
$1,201,246 * Invoices Processed
* Percentage of Time
* Expenditure Budget

Human Resources,
$1,313,594

Total eligible costs allocated: S 5.69M

Legal-General Council, _
$1,337,017 Finance Department,

$4,062,189




Types of Cost Allocation

Direct cost allocation is sharing the cost on the basis of benefit received from the
services.

Some examples are:
City Hall and Maintenance Rent
Engineering Rate
Fleet: Capital Replacement, Operating & Maintenance, Fuel
PC User Rate and Replacement Rate
Property and Liability Insurance

Workday Subscription and Workiva License




Other General Fund Contributions

Development Fee Fund
e Community Planning and Development General Fund Services

e Balance of recovery rate

Facilities Fund — City buildings not occupied by City personnel
e Library
108 State Ave NW

Workers Compensation Fund — historically used fund balance above reserve to support
the fund.




Questions?e




