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Nola Ricci

From: Timothy Loucks <tploucks@gmail.com>

Sent: Thursday, July 29, 2021 10:40 PM

To: Sarah Reeves; Nola Ricci

Cc: Leslie Nulty

Subject: True Cost Allocation

Attachments: True Cost 2022.xlsx

Follow Up Flag: Follow up

Flag Status: Completed

Sarah and Nola: 
 
Sorry for not sending sooner.  I found the file which I have attached. 
 
Here is a quick summary of my methodology - which I hope the 
spreadsheet adheres to! 

 CSWD spending can be separated into two categories - Admin and 
Operating programs. 

 I believe to date, staff has based the Admin vs Operating decision 
largely on whether or not the function generates revenue.  I 
recommend modifying that approach. 

 Operating Programs are "what we do" and material.  Based on this 
approach - I view the Operating Programs as follows: MRF, ODF, ENV 
(I roll Paint into ENV), DOC and O&C (Outreach and Communication). 
I exclude Property Management. The Paint and Property 
Management changes are driven by the "materiality" condition. 

 The Administrative costs which need to be allocated to the 
Operating Programs to determine the true cost of each program 
consist of Adminstration, Compliance, Engineering, Finance and 
Special.   

 How we allocate these costs to each program is arbitrary - and 
completely up to us.  There is no "right" answer.  But there are a lot 
of good guesses. I took a quick swag based on my limited 



2

experience.  My gut tells me if the staff came up with two different 
methodologies and then applied them, we would find that the 
bottom line doesn't change much. In other words, overhead 
allocation should be relatively insensitive to the methodology 
chosen - as long as the methodology is based on a reasonable 
understanding of how the district works. 

Feel free to reach out if you have any questions.  This isn't necessarily the 
answer - but I think it is directionally correct. 
 
Tim 


