
COWCAP Overview 

 

Page 1 of 33 

 

 
In this video, we will review the City and County of San Francisco’s Countywide Cost Allocation 
Plan, otherwise known as COWCAP. 
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The purpose of the COWCAP is to allocate central service costs to benefiting departments on a fair 
and equitable basis.  Central service departments provide necessary support services to benefiting 
departments.  Examples of central service departments are Payroll, Health Services, Human 
Resources, and Purchasing. 
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Each year, the Controller’s Office prepares two indirect cost plans which serve different purposes.  
The table shown here compares the two cost plans and we will go through the major differences 
one by one. 
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The first plan is required by the Federal Office of Management and Budget in the OMB Circular A-
87, “Cost Principles for State and Local and Indian Tribal Governments”.  
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This plan is only used for justification of indirect cost recovery for grant programs.  The other plan is 
known as a Full Cost Allocation Plan, which is used for management and budgetary purposes and 
includes additional indirect costs not allowable under the OMB Circular A-87. 
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Both of these plans can be found on the Controller’s Office intranet page. 

 
 

 



COWCAP Overview 

 

Page 7 of 33 

 
Let’s take a look at the 08-09 A-87 Cost Allocation Plan. 
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<No notes for this slide> 
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The cover letter of the report summarizes the purpose of the cost plan, which is to provide amounts 
needed for Indirect Cost Rate Proposals for grants and subventions.  Note that the A-87 plan for FY 
08-09 is based on 06-07 costs.   
 
The cover letter of the report summarizes the purpose of the cost plan, which is to provide amounts 
needed for Indirect Cost Rate Proposals for grants and subventions.  Note that the A-87 plan for FY 
08-09 is based on 06-07 costs. 
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Both the A-87 plan and the Full Cost plan are based on the most currently available financial 
information.  For the A-87 plan, actual costs are used and the most current information happen to 
be that from two years prior to the plan year.  In this example, the 08-09 plan was prepared in 07-08 
and the most recent actual data available was from 06-07.   Note that the difference between this 
estimated 08-09 indirect costs and the actual costs for 08-09 will be recognized in a future plan 
when the 08-09 actual costs are available. 
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The Full Cost plan, on the other hand, is based on original budgeted costs.  The most recent budget 
information would come from one year prior to the plan year.  The budget used to prepare the plan 
is not the actual budget for the plan year, so any differences are again recognized in future plans.  
In other words, the 08-09 full cost plan would be prepared based on 07-08 original budgeted costs, 
and the differences between the two budgets would be recognized in the 09-10 full cost plan. 
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As mentioned earlier, certain costs are prohibited by the OMB Circular... 
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…and are therefore excluded from the A-87 plan.  One example of the prohibited costs is the 
General Government costs such as those for the judiciary branch. 
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The Full Cost plan allocates ALL countywide overhead costs to appropriate departments.  It 
includes the central service department costs not allowed to be allocated to benefiting departments 
under A-87. 
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For additional information on grant indirect cost recovery, you can review the “SF Cost Allocation 
101” PowerPoint presentation available on the Controller’s Office intranet page under “Cost 
Allocation Plans”.  OMB Circular A-87 is available on the OMB public website.  You can also refer to 
the Handbook of Cost Plan Procedures for California Counties. 
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Now let’s take a look at one of these cost allocation plans.  For our illustration, we will use the 08-09 
A-87 Cost Allocation Plan. 
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We will start with the Summary Schedule.  Central service departments are listed along the left of 
the page.  Benefiting departments are listed on the top.  The amounts in the table represent the 
benefitting department’s share of the central service department cost.  The calculation of each of 
these amounts is listed later in the plan and we will go over an example. 
The amounts from each central service department are totaled under “Total Current Allocations” for 
each benefiting department.  Total Current Allocations refers to both the “2 Year Prior Actual Cost” 
and the “Plan Year Plan Cost”, because the A-87 Plan is based on actual costs from 2 years prior to 
the plan year.  In other words, the actual costs from 2 years ago is the plan costs for the current 
year.   
“Fixed Costs (& Adjustments)” is subtracted from “Total Current Allocations”  or “2 Year Prior Actual 
Cost” to come to “Carry-forward”.  “Fixed Costs (and Adjustments)” is simply the plan costs from the 
year used in the current plan, or the plan costs from two years prior which is 06-07.  Using Trial 
Court as an example, the Fixed Cost (and Adjustments) is $2 million which should be its plan cost 
amount for 06-07. 
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Let’s take a quick look at the page from the 06-07 A-87 Plan to verify.  There it is. 
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So this is where the “Carry-forward” amount comes from.  Since the costs were not recognized 
during the plan year, it will be recognized in the current year.  Now we add “Total Current 
Allocations”, which acts as the current year plan cost, to arrive at the “Proposed Costs”, as shown in 
the equation here.  
Here’s another way to look at it.  In the format of a formula, it reads “2 Year Prior Actual Cost” 
minus “2 Year Prior Plan Cost” equals “2 Year Prior Variance”.  “Plan Year Plan Cost” plus “2 Year 
Prior Variance” is the “Plan Year Proposed Cost”.   
If 08-09 is the plan year, which is the case in our example, the formula would read “06-07 Actual 
Cost” minus “06-07 Plan Cost” equals the “06-07 Variance”.  “08-09 Plan Cost” plus “06-07 
Variance” equals the “08-09 Proposed Cost”.   
Let’s apply the formula using the data from Trial Courts.  “Total Current Allocations” or “06-07 
Actual Cost” is 3.5 million and “Fixed Costs (& Adjustments)” or “06-07 Plan Cost” is 2 million.  The 
difference or the “Variance” is 1.5 million, which is the “Carry-Forward” amount.  “Carry-Forward” is 
then added back to “Total Current Allocations” or “08-09 Plan Cost” to come to the “Proposed 
Costs” of 5.1 million. 
The Proposed Costs is the final allocation of the A-87 indirect costs from all central service 
departments.  This amount, together with your department’s own indirect costs, should be included 
in your Indirect Cost Rate Proposals for grants in order to maximize grant recoveries. 
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As you can see in the Table of Contents, allocation of the indirect costs are explained through the 
following sections for each central service department: Department Cost, Incoming Cost, cost 
allocations by function, and Allocation Summary.  Let’s take “Human Resources” as an example. 
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The department title page describes the major functions of the central service department as well 
as the allocation methods for the cost incurred by each function. 
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The next page is section A, Department Cost.  Included is the department costs of the central 
service department by character and function.  If there were “General Government” costs, they 
would not be allowable under OMB A-87 and would not be allocated to benefiting departments in 
the A-87 plan. 
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The next part of the schedule is section B, a listing of Incoming Costs.  These are the costs that are 
allocated to Human Resources from other central service departments.  This section is to recognize 
central service departments’ share of other central service costs.  Theoretically, these costs could 
be reallocated to all departments an infinite number of times, but for the purpose of the report, the 
incoming costs are reallocated only twice.   
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Going back to the Human Resources Incoming Costs section, section C is the total amount of 
central service costs for Human Resources to allocate to benefiting departments for each function. 
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The next portion is the cost allocations by function to each benefiting department according to the 
allocation base.  Since Department 14-Human Resources only has one function for the purpose of 
the cost allocation plan, which is City Personnel, we’ll use that function as our example for 
illustration.  Again, these allocations involve all departments, including other central service 
departments.   
As described on the department title page, the cost allocation for Human Resources is based on the 
average number of employees per department.  So that’s what you see in the first column.  The 
next column, “Allocation Percent”,  represents the percentage of employees for each department in 
relation to the City as a whole.   
“First Allocation” for the function is the Department Costs in section A plus the First Incoming costs 
in Section B.  In our example, 
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…the total First Allocation for Human Resources is 9.3 million, which is … 
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… the sum of the total Department Costs (8.9 million)… 
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… and the total First Incoming costs (342,000). 
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Let’s go back to the section for City Personnel allocations.  The next column is “Direct Bills”, 
otherwise known as work order billings, and it is subtracted from “First Allocation” to come to the 
“Department Allocation”.  Finally, we arrive at the “Total” costs for each benefiting department by 
adding the Department Allocation  to the “Second Allocation” which is based on the Second 
Incoming costs for the function in section B. 
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Notice that the “Total” cost at the bottom of the Human Resources Allocation…  
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…matches the “Total Allocated” in section C for Human Resources. 
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Now we can find these indirect costs for each departments listed back in the Summary Schedule.  
Using the Fire Department as an example, its share of the Human Resources A-87 indirect costs is 
$350,000. 
You will notice that some of the department indirect costs are negative.  This is usually a result of a 
central service department recovering more costs from a benefiting department than identified by 
the indirect cost plan.  This does not at all necessarily mean that the central service department is 
overbilling.  Direct billings are generally based on actual services provided and can differ from the 
amounts provided in the cost plan, which is to provide an unbiased measurement of central service 
costs per department. 
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In conclusion, the Controller’s Office is responsible for compiling two versions of COWCAP, 
Countywide Cost Allocation Plan.  The OMB A-87 version is for determining central service costs 
allowable for grant recovery, while the Full Cost version is used for management and budgetary 
purposes. 

 

 


