
(Special Budget Committee--Information) 
(Finance and Insurance Committee--Information) 

To: Board of Directors (Engineering and Operations Committee--Info.) 

From: General Manager 

Subject. Accounting for Overhead and Contingency Allocations 

Report 

In response to a request by the Board of Directors 
for a review of Metropolitan's contingency and administrative 
overhead costs, this report provides a summary of each 
component based on current methods and calculations. The 
current method of calculating administrative overhead expense 
is based on a consultant-assisted study of the District's 
overhead costs conducted in 1987, which was reported to your 
Board in October of that year (copy attached). 

Administrative overhead expense is defined as costs 
not directly associated with and chargeable to a specific 
capital improvement, reimbursable, or O&M activity. They are 
centralized support services that benefit the District as a 
whole; which include personnel, finance, administrative 
services, portions of information systems and environmental 
compliance, legal and audit functions, 
of Directors, 

expenses of the Board 
Office of the General Manager, and the 

Executive Secretary. These expenses are also referred to as 
"General and Administrative" costs because of their nature. 
Overhead expense is allocated to capital, reimbursable, and 
O&M activities in order to properly account for both the 
direct and indirect costs of these activities. 

There is a base overhead rate and an engineering 
overhead rate which combine to make up the total overhead 
rate. The total of these costs is allocated to capital, 
reimbursable, and O&M accounts in proportion to the non- 
overhead labor charged to these categories. This is 
accomplished by multiplying the labor costs in these 
categories by an overhead rate. The specific method of 
calculating the District's overhead rate with illustration is 
contained in Attachment A. 
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Initial planning cost estimates are considered to 
be order of magnitude estimates and are based on cost- 
capacity curves, scale-up or scale-down factors, and 
approximate ratios. These estimates include contingencies of 
20 to 30 percent. When the preliminary design is complete, 
which includes.preliminary layouts and equipment 
requirements, a contingency of 15 percent is applied to all 
budget cost estimates. This contingency is used to cover 
inaccuracies in estimating due to preliminary information 
available. After the project is better defined, the 
contingency is usually reduced to 10 percent to cover 
unforeseen design and construction problems. The actual 
contingency for an appropriation varies from lo-15 percent 
depending on the complexity of the projects, the amount of 
detail available when making the estimates, and the number of 
projects under that appropriation. 

On the O&M side of the budget the contingency 
account usually varies between one and two percent of the 
total O&M budget. This amount is set aside to meet any 
unknown new requirements that occur during the year. 

Board Committee Assignments 

This report is referred for information to: 

The Special Budget Committee pursuant to its 
authority to review budgets under Administrative Code Section 
2531. 

The Finance and Insurance Committee pursuant to its 
authority to study, advise, and make recommendations with 
regard to preparation of budgets under Administrative Code 
Section 2441(a). 

The Engineering and Operations Committee pursuant 
to its authority to study, advise, and make recommendations 
with regard to the initiation, scheduling, contracting, and 
performance of construction programs and work, and the 
equipment or materials to be used, replaced, disposed of, or 
salvaged. 

Recommendation 

For information only. 

MCF/AMA:jg 

Attachment 

ovrhead 



Attachment A 

The total of all centralized support services is 
allocated to capital, reimbursable, and operation and maintenance 
accounts in proportion to the non-overhead labor charged to these 
categories. This is accomplished by multiplying the labor costs 
in these categories by an overhead rate which is computed as 
follows: 

Overhead Rate = Overhead Expense 
District Payroll less Overhead Payroll 

To alleviate any large fluctuations in the rate, a 12- 
month moving average of overhead expense and payroll costs is 
used. 

Added to the base overhead rate shown above, is a rate 
(Engineering overhead rate) for charges associated with capital 
and reimbursable accounts. This component includes costs 
associated with engineering management (the Chief Engineer, the 
Assistants, and branch managers) attributable to capital and 
reimbursable projects. The cost allocation is handled in the 
same way as the base overhead expense. The calculation is as 
follows: 

Engineering = Capital Portion of Engineering Management Payroll 
Overhead Rate Capital and Reimbursable Payroll 

Here again, a Pa-month moving average is used to 
alleviate any large fluctuations in the rate. Shown below is an 
illustration of the above calculations for November 1993, based 
on the financial data for the twelve months ended October 31, 
1993. The current overhead rate is 65.51 percent and the 
engineering overhead rate is 10.30 percent. 

Overhead Rate = la-Months of District Overhead Expense 
12-Months of District Payroll less Overhead Payroll 

Overhead Rate = $55,274,082 = 65.51% 
$84,369,246 

Engineering = 12-Months of Capital Portion of Ensr. Mgt. Payroll 
Overhead Rate 12-Months of Capital and Reimbursable Payroll 

Engineering = $ 2,409,411 = 10.30% 
Overhead Rate $23,398,605 

Total Overhead Rate = 75.81% 
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October 26, 1987 

(Finance and Insurance Committee--Action) 
27: Board of Directors (Audit Subcommittee--Action) 

,%m: General Manager 

Yffqircr. Accounting For Overhead Costs 

Summary 

A study of the District’s procedures for determining 
and allocating overhead costs has been completed. As a result, 
revisions are being proposed which, if approved and implemented, 
will affect the classification of certain costs between overhead 
and capital or operations and maintenance (O&M), and, 
accordingly, the amount of overhead expense which is ultimately 
charged to capital and reimbursable projects. 

It is proposed that the costs of the Public Affairs 
Division, a portion of the costs of the Planning and Resources 
Divisions, lobbying expense, and association dues be excluded 
from the overhead cost pool. Instead, these costs would be 
charged directly to capital or O&M accounts in the future. 

The proposed changes to the overhead cost pool will 
result in a reduction in the overhead rate applied to capital 
and reimbursable projects of approximately 27 percent (from the 
current rate of 108 percent to a proposed rate of about 81 
percent). As a result, it is estimated that approximately $1.3 
to $1.5 million will be charged to ObM expense this year which 
otherwise would have been charged to capital and reimbursable 
projects. 

Staff has also determined that no useful benefit is 
served by allocating the undistributed overhead to O&M work 
orders. It is proposed that this practice be discontinued. The 
overhead costs not allocated to capital or reimbursable accounts 
will instead be reflected in the District’s accounting records 
and financial reports as a separate line item, in aggregate. 

Although the Board has delegated to the General Manager 
discretion as to methods of accounting, your Board’s concurrence 
with these changes is being sought due to the interest expressed 
by Directors in the overhead rate applied to reimbursable 
projects. 
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The proposed changes vere revieved by the Auditor and 
the external auditor, Ernst and Whinney, vho found them to be 
acceptable. Implementation of the changes vould be effectfve 
July 1, 1988. 

Recommendation 

That the Board of Directors approve the revisions to 
the method of accounting for overhead, as outlined in this 
letter. 

Detailed Report 

Background 

In response to questions raised by Directors concerning 
the District's overhead rates, as veil as staff's belief that 
this area warranted analysis, a study of this subject was 
initiated. The historical and current accounting policies were 
examined as veil as the procedures used in calculating and 
applying indirect costs (overhead) to capital, reimbursable, and 
operations and maintenance accounts. Background on the 
historical and current overhead practices is contained in 
Attachment A. 

To assist in the study, a consultant was employed who 
is experienced in developing overhead cost allocation plans for 
public agencies. The consultant conducted extensive interviews 
with staff throughout the District regarding the nature and 
scbpe of each function or activity for the purpose of 
classifying and allocating costs. 

Using the data gathered by the consultant as a guide, 
st~aff evaluated the work functions currently included in the 
pool of overhead costs. This evaluation disclosed that the, 
nature of several units’ work assignments had changed over time, 
and that it would be preferable from an accounting standpoint to 
charge such costs directly to 0683 or capital accounts instead of 
including them in the overhead pool. Specifically, staff 
believes that the costs of the Public Affairs Division, portions 
of the costs ‘of the Planning and Resources Divisions, lobbying 
expenses, and association dues should be excluded from the 
overhead category, and that these costs should be directly 
charged to O&M or capital. The reasons for these changes are 
described in the folloving paragraphs. 
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Revisions to the Overhead Cost Pool 

The general work effort in the Public Affairs Division 
has changed substantially in the areas of community and 
governmental relations, with more emphasis being placed on 
communicating the need for qdditional future water supplies as 
well as conservation of current resources. Since these 
activities are of an ongoing operational nature, staff believes 
the costs of these programs should be charged directly to O&M. 

The Planning Division's functions have evolved from 
primarily providing support to the Engineering Division to-, 
among other things, reviewing oatet service standards and 
objectives, preparing capital facility requirements studi&, 
evaluating the treatment needs of various8 communities in the 
service area, developing long-range demand models, examining 
groundwater quality, preparing environmental documentation, and 
implementing conservation programs. With the expanded scope and 
reorganization of work performed by the Planning Division, staff 
believes that the identified programs should be charged directly 
to capital or O&M accounts. 

With the increased emphasis on managing existing 
resources, the activities of the Resources Division have 
gradually changed and now include on-going analysis of Colorado 
River and State Water Project supplies, negotiating water 
transfer and exchange agreements, and the monitoring of local 
and regional Water supplies. Since these functions are 
operational in nature, staff believes these costs should be 
charged to O&M instead of the overhead pool. 

The minor costs associated with lobbying expense and 
association dues are currently part of the overhead base. 
However, these functions primarily support operational 
objectives of the District, and. accordingly, should be expensed 
as O&M. 

The expenses of the Board of Directors, and the offices 
of the General Manager, General Counsel, Auditor, and Executive 
Secretary, and the Personnel, Finance, and Administrative 
Services divisions would continue to be included in the 
Dis,trict's overhead pool. These functions generally benefit all 
District activities, including capital and reimbursable projects. 
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Overall, staff considers the proposed changes to be 
preferable to the current classification of overhead,. ObM, and 
capital costs. Attachment B shows- the proposed changes to the 
classification of costs, and an explanation for each change. 

Cost Effects of Overhead Revisions .̂ 

A reduction in overhead costs, accompanied by 
offsetting charges directly to applicable O&M or capital 
accounts will result in a somewhat faster recognition of costs 
each year, since less cost will be deferred to capital and 
reimbursable ‘accounts through the allocation of the reduced 
overhead pool. The cost shift to O&M expense is estimated to- be 
approximately $1.3 to $1.5 million this year. The effect on 
water rates would be less than one dollar per acre-foot. Tax 
rates would be unaffected. The revenue reduction for 
reimbursables due to the reduced overhead burden is estimated at 
approximately $300,000 per year. Most of this amount is 
attributable to work for member agencies, with only a small 
portion of the amount attributable to other entities. The 
impact of the reduced revenues on the District’s water rate is 
negligible. 

Attachment C shows the recalculated overhead burden 
based on budgeted costs and the proposed reclassification of 
costs described herein for fiscal year 1987-88. The revised 
overhead rate chargeable to capital and reimbursable projects 
would be approximately 81 percent, as compared to the current 
rate of 108 percent shown on Attachment A. This revised rate 
will, of course, vary somewhat when actual rather than budgeted 
costs are used to compute the allocable overhead burden each 
month. 

Allocation of Overhead Costs 

The procedure for allocating overhead on the basis of 
direct payroll costs is not being revised. Staff believes that 
this procedure is reasonable and practical. The consultant 
pr’oposed a variety of allocation bases which, if implemented, 
would result in various overhead rates. The consultant’s method 
is inordinately complex and would be difficult and costly to 
implement. A cursory analysis indicates that the less complex 
procedure used by staff results in an overhead burden being 
allocated to capital and reimbursable projects that is 
substantially the same as the burden allocated under the 
consultant’s method. Staff believes its proposed revisions 
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represent a reasonable alternative overhead cost allocation 
methodology which can be simply and economically implemented, 

Overhead Accountino for Grant Procrrams 

The District..received,...as. a subgrantee, a federally 
funded grant of up to $300,000 in fiscal year 1986-87 to stkdy 
trihalomethane standards for drinking water. An additional 
federally funded grant is anticipated to study matters 
pertaining to disinfection by-products in 1987-88. While’ the 
proposed revisions for determining overhead costs are in 
accordance with generally accepted accounting principles. the 
revisions do not fully satisfy the prescribed guidelines for 
cost allocation plans for federal cost reimbursement purposes. 
Additional reductions in the District's overhead pool would most 
likely be required. These adjustments pertain to portions of 
the costs of the Executive Offices which may not be allowable as 
overhead. However, staff believes that the occasional receipt 
of federal OK State funds does not justify a revision to the 
overhead pool beyond that proposed in this letter. Instead, 
appropriate adjustments should be made to meet guidelines on a 
case-by-case basis. 

Distribution of Overhead to O&M Work Orders 

The final area of revision in accounting for overhead 
pertains to the practice of distributing a portion of the total 
overhead expense to individual O&M work orders. This practice 
was implemented in fiscal year 1980-1981. Prior to that time, 
the unallocated overhead (the.portionremaining after 
distributing overhead cost to capital and reimbursable projects) 
was identified as a separate line item, i.e. general and 
administrative expense. 

Staff has concluded that the procedure of distributing 
overhead to individual O&M work orders does not provide any 
useful benefit in managing the O&M functions, nor does the 
procedure have any bearing on charges to reimbursable OK capital 
accounts. Therefore, it is proposed that this practice be 
discontinued. The overhead expense not distributed to O&M will 
be identified in total in the District’s accounting records and 
financial reports under a separate category of expense as was 
staff's earlier practice. 
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ApRrovaL of Changes 

Althouqh the Board has delegated to the General Manager 
discretion as to methods of accountinq, your Board's concurrence 
with these chanqe8..is...beinq.sauqht. due to the interest expressed 
by Directors in the overhead rate. The proposed changes have 
been revieved by the Auditor and the District's external 
auditor, Ernst and Whinney, who found them to be acceptable. 
Implementation of the changes would be effective July I, 1988. 

GDL/RRC/MCF/MWH:lq 

Attachments 



Attachment A 

Background on Overhead Costs and Rates 

Accounting Change Order No. 25, which was enacted in 
1964 and revised in 1969, defines vhat expenses shall be 
classified as overhead and how overhead is to be allocated. 
Overhead expense is defined as costs not directly associated 
with and chargeable to a specific capital improvement, 
reimbursable,. OS O&M program OS activity. They are costs that 
generally benefit the Distsict as a whole and are collected in 
numerous work orders assigned throughout the District's 
organizational structure. These include all costs associated 
with the central support services of the personnel, finance, 
administrative services, l'egal and audit functions. Also 
included in overhead are all costs of the Public Affairs 
Division. portions of the costs of the Planning and Resources 
Divisions, expenses of the Board of Directors, Office of the 
General Manages and Executive Secretary, lobbying activities, 
insurance. and association dues. The total of these costs is 
allocated to capital, reimbursable. and O&M accounts in 
proportion to the non-overhead labor charged to these 
categories. This is accomplished by multiplying the labor costs 
in these categories by an overhead fate computed as follows: 

Overhead rate = Overhead Expense 
District Payroll less Overhead Payroll 

A 12-month moving average of overhead expense and 
payroll costs is used to alleviate large fluctuations in the 
sate. 

There is added to the base overhead rate shown above a 
second rate for charges associated with capital and reimbursable 
accounts. This component includes costs associated with 
engineering management (the Chief Engineer, the Assistant, and 
the branch managers) attributable to capital and reimbursable 
projects. These costs are allocated in the same way that the 
base overhead expense is applied and is calculated as follows: 

Engineering = Capital Portion of Enqineerincr Manacrement PaYroll 
Overhead Rate Capital and Reimbursable Payroll 



Again, a Lt-month moving average is used,. Shown below 
is an example of the above calculations for June L98? using 
financial data for the twelve months ended May 33, 1987, The 
current base overhead rate is 83,.39% an& the engineering 
ovhthead fate is 24.22% for d totaX overhea& rdte of about 108%. 

Overhead Rate = 

Overhead Rate = 

Engineering f 

Engineering t 

1244onths of District Overhead EZxuense 
124onths of DistrickPayroll Less Overhead Payroll 

$29.874.106 = 83.39% 
$354323,872 

I2-Uonths of Cauital Portion of Enkneerinn Management Payroll 
124onths of Capital 6 Reimbursable Payroll 

J1.303.898 = 24.22% 
ts,383,559 

Total Overhead Rate = 107.61% 

-2- 



SLMRARV OF OVERHEAD ANO OU ACCOUNTS AN0 PROPOSED REClASSlflCAlIONS 
PASE 1 m. , 

---------̂ -------------------------------------------------------------------------------------------------.--~-~---------------------------------~-------------------- 

: lCUllRENT CLASSIFICAIION l J I 
I I -----------------------I I I 
I I I 1 PROPOSED TRANSFERS FROM I I 
ICATESORV I OVERHEAD j OW I OVERHEAD TO DbIIICAPITAL IREASON FOR CHAII@t I 
I ____-_-_-___-__--___------------------- I -----------I-----------l---------------------------j ------------t̂ ----C--r--r----------------------------------------------~---- I 
jElECUllVE OFFICES I I I I I 
I BOARD OF DIRECTDRS I I j : I I 
I SENERAL MANAGER I I I I I I 
I LESISlATIVE ACTIVITIES iLOBBVINSj I X I I I ISUPPORTS AClIVIIIES OF AN OPERATIDNAL NATURE I 
: LESM DEPARTRENT : I I 1 I I 
j AUDIT DEPARTMENT I I I I I I 
j EIECUTIVE SECRETARV I I I I I I 
j---------------------------------------(-----------j-----------l--------------------------- ‘--‘----‘--‘-‘-‘----------“‘-“‘--”-------------------.------------------------- I I 
jRESWRCES DIVISION : t I jACTlVlTlES INCLUDE jIJ ON-SOIWB ANALVSIS ff SU’, CVP FACILITIES, AND I 
I STAlE RATER PROJECT CONTRACT I t Y I tLOCAL FACILITIES INCLUDING MLTA FACILITjES. COHEl9ERATlON IS GIVEN 10 I 
j STATE NATER PROJECT LIAISOR I I I I IYATER OUALITV, FlNANClNS NEEDS, LlIl6AllON SUPPORT, CWRACTUAL A@REEtiNTl 
j STATE NATER RESWRCES I I I I I IE1C.j (21 INVESWATINB AND IIMITDRINfi MATER SUPPLItS IN THE REEIW I 
I SIATE RATER CDNTRAClORSjASSO, DUESJ I I I I 1 IAREAj 431 ON-SOIN@ AMLVSIS OF COLORADO RlVlR RSEWRCES, INCLUOINO I 
I PMER RESOURCES I I x I ISENERAllNS CONCCPTS LfADIYB 10 NEY POLICIES AN0 SPECIAL ADIINj5TRAlIVE I 
j RESIONAL MATER RESOURCES I I I I I IAWO TECHWICAL ASBI~~ENISj IO lNVESlJ6AllN~, IWTORINB, AN0 CONTRACT I 
I COLORADO RIVER RESOLMES I I I I I IADNlNlSlRAllOY OF LOCAL PROJECTS, I 
I LOCAL PROJECTS ADRINISTRATION I I I I 1 I I 
j---------------------------------------j----------- I --m----“--w ---------_-__-------------- -------------------------------------------------~~ I I --------_--__----_-___ I 
:EWNEERIY DIVISION I I I I I 
j OFFICE OF CHIEF OF ENSINEERINS I I I I I I 
I CIVIL EWBINEERIWB I I I I I I 
I ELECTRICAL ENSINEERINS I I 1 I I 
j NECHANICAL ENSlMEERlN6 I I I I I I 
I STRUCTURAL ENSINEERORS I I I I I I 
j SAFETY # DAR6 I I x I I I 
j OFFICE ENSINEERINS I I 1 I I 
j SROUWDNATENR INVEST1SATIONS I I I I I I 
j RATERIAL OUALITV CONTROL I I !i I I I 
I SURVEY I I I I I I 
I---------------------------------------l-----------l-----------;---------------------------j -------------------------------------------------------------~-----------l 

jOPERATlONS DIVISION I I I I I 
I OFFICE OF CHIEF OF OPERATIONS I I I I t I 
j SUPERVISIDN AND ADIIINISTRATION I ~~ I x I I t 
j CIVIL HAINTENANCE I I 1 I I j I*> 

j NATER TRANSPORTATION I I I 1 I t 10 
I WATER TREATMENT t : I : 

i.. by 
I 1 :: 

I HVOROELECTRIC PLANT OPERATIONS I .t x I I 1 .* 

I MAJOR RAINTENANCE I I 1 I 
_’ -, 

I *a. i I 
I TRANSPORTATION I 8 1 I , I 
____---_-_-_-_-_----____________________--------- _______L___-_----__--------------------------------------------------------- _____________-_r_______________c________-- 
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___-_____----____---________________ _______________-_--_------------------------------ ------------------------------------------------*-------------------------------- 

I XURRENT CLASSlflCI\llON I I I 
;-----------------------I I I I 

: I : I PROPDiED TRANSFERS FROM t t 
ICATEGORY I OVERHEAD I Old I ovutHfno TO wcnmL wisoti FOR CHLNBE I 
;---------------------------------------t----------- I _-----__-__ ---------------------------)------------*---------------------------~------~----~--------------------l I 
IPLANNING OlVlSlON I I I tACllVlllES 1NCLUDE 111 PLANNINB FOR THE EIPhNilON OF IHE DlSlRlBUllMl I 
I PLANNING DlVlSlDN IIDRlNlSfRATlON I I I I I ISYSTEH 10 MEET FUIURE WEEDS, INCLUDlN6 BPEClFlC PROJfClS 10 5E ADDED OR I 
: ADVANCE PLI\NNING I I I I I IHODlflED AND IHE llllY6 FOR ACIIVIIIEi~ 121 COORDINAllW6 ALL UAIER CON- I 
I ENVIRONIIENTAL PlUNlN6 I I x I ‘ISERVAIION ACIlV111ES YHlCH HAY AFFECT THf DlS~llJ~T OR 115 IIENBER I 
I NllTER CONSERVATION I I I I I IABfNClES~ (31 PREPARING SIllDIE ON FUTURE POPULI(WN BROYIH Ml bElEA- I 
I YAlER SUPPLY~~I DEMND I~ I I I I lNlNIN5 SUPPLY NEED51 I41 EVALUAIINB LOW 6ROlNWlfR OUALIIY CONOITlON6lI 
I POLICY ANLlYiIi AND SPECML PROJECTS I I I I x I(51 PREPIRINB EYTENSIVE REPORTS OEILIIIG YllH P(ILlEY PO6IIIONi INCLUbIN5 I 
t DRAFTIN SERVICES I I I I II ~HISIORICIIL llfNlZ~IlON hND EN6INEERINB AND POLICY WYSIB, W SUPPQRI 1 
I I I I IYORK YHICH RfLAIf6 IO CENSUS DATA IN0 AS5OClMfO WlO6RIPHIC6, I 
I--------------------------------------l----------- I ~-~~~-~~~-~ -__----_--------_---_______ I I ------------------.-----------------------.---~----~~~-~~-----~~,-~~~-~~~~ I 
lPERSOWWE1 DlVlilON I I I I I 
t OFFlCE OF DIRECTOR of PERSONNEL I I I I I I 
: LIBOR RELLllONi I I I I I I 
: RECRUITMNT I I I I I I 
I AFFlRtMllVE hCT101 I I I I I I 
t HLRIAR RESOURCES b DEVELOPIILNI I I I I I I 
t RliK YNA6EHENl I I I I I I 
I INDUSIRlAL HYGIENE t SAFETY I I I I I I 
I SECURllY I II I I I I 
I _________-__I_______---.--------------- w---s-m---- ----------- I I I _--_------__.-__-I--------- -------T-.~---yfLIL I ------------------------------------------------------l 

tADNlNl6lRlTlVE BERVICES DlVl5lOW I I I I I 
I OFFICE ff DlRECIOLI Of MNIN. 6fRVlCEfll I I I I I 
I nnnw REPORT I I I I I I 
I OFFICES iYilEtti I I I I I I 
t TEXT PRoCESSIN I II I I I I 
: OFFICE SYSlEtIS USER BRWS I I I I I I 
I APPLICATIONS PRO6RMi I I I I I I 
I Olfl PROCESSIN I x I I I I 
: PURCHAilN6 I 1 I I I I 
I CENTRAL STORES t II I I I I 
I RECORD SERVICES I I I I I I 
I REPROGRM’HICS I 1 I I I I 
: GRAPHIC SERVICES f I I I I I 
: HEADOUARTERS BUILDlN6 SERVICES I I I I f I 
I---------------------------------------)----------- SW’..-------) I I,,,,-,,,,,,,,,,,,,,,,,,,,,,1 ,‘-““--‘-‘.--‘.“““----‘--------------------------------------------- --_-_ I 
:RlGHT OF NAY AND LAND DlVlSlON I I I I I 
I OFFICE OF DIRECTOR OF RON I LAND I I Y I I I 

I PROPERTY RANAGEHENT I 1 1 I I I 
I ENGINEERING I : 1 I ! I 
_----_-_-------_---_____________________---------- __________----_-----_____________L______------------------------- _________-__________-------------------------------- 
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----___--__-----_--_----------------------------------------------------------------------- ----____----_-_--_-_____________________---- -__-_----______-----___^________ 

I iCURRENT CLASSIFlCATlON I I I 
I I-----------------------I I I 
I I I : PROPOSED TRANSFERS FRO!! I I 
: CATEGORY I OVERHEAD I OUI I OVERHEAD TO OWCAPITAL lREASON FOR CHANGE I 
I---------------------------------------, ‘-----------I-----------l---------------------------, I-,,,,,-,--,,,,,,, ---------------------------------r-----------------------l 

TFINANCE DlVlSlON I I I I I 
I OFFICE DF DIRECTOR OF FINANCE I x I I I I 
I FINANCIAL SERVICES I x I I I I 
I CONTROLLER I x I I I I 
I TREASURER I x I I I I 
I---------------------------------------l-----------, ‘-----------I---------------------------, l-------------------------------------------------------------------------l 

TNATER DUALITY DIVISION I I I I I 

I OFFICE OF DIRECTOR OF WATER DUALITY I I x I I I 
I LABORATORY OPERATIONS I I x I I I 
I PROCESS DEVELOPMENT II COORDINATION I I x I I I 
I---------------------------------------, ‘-----------I-----------l---------------------------, I---------------------------------------------------------------------.---l 

TPUBLIC AFFAIRS DIVISION I I I LTHESE FUNCTIONS DO NOT REPRESENT CENTRAL SERVICE FUNCTIONS, I 
I DFFICE OF DIRECTOR OF PUBLIC AFFAIRS I X I I X LERPHASIS IS TO INFORM PUBLIC ABOUT MATER ISSUES. ACTIVITIES YOULD DE I’ 
I TIEDIA RELATIONS I x I I X lRORE APPROPRIATELY CLASSIFIED AS OPERATIN PROGRAMS. I 
I INSPECTION TRIPS I x I I X I I 
I PUBLICATIONS I x I I X I I 
I EDUCATIDN PROGRAM I x I I X I I 
I EXHISITS I x I I X I I 
I COMlUNITY RELATIONS I x I I X I I 

I GOVERNtiENTAL AFFAIRS I x I I X I I 
I--------------------------------------- l -----------l-----------l ---------------------------, I-------------------------------------------------------------------------l 

I INSURANCE I x I I I I 
lDEPREClATION OF HINOR EWIPHENT I x I I I I 

tASSOCIATION DUES I x I I X TPARTICIPATION IN THESE ASSOCIATIONS BENEFIT SPECIFIC OPERATING PRDSRARS. I 
lCOST OF WATER I I x I I I 
I TAXES I I x I I I 
-------------_-_-_--____________________-------------------------------- -------‘----------------------r -----------------------‘------------------------------------------ 



Attachment C 

Proposed Changes i,n Overhead Cost Pool 
and Resultant Overhead Rate 

PAYROLL 
m---w-- 

Budgeted Payroll for 1987-88 S63,524,805 

Proposed Overhead Payroll : 
Executive Offices 
Personnel Divi si on 
Administrative Services Division 
Finance Division 

2,624,192 
1,444,539 
5,901,179 
2,295;244 

------------ 

Total 12,265,154 

O&M and Capital Payroll 
Less Leaves 

Estimated Direct Payroll 

51 ,259,651 
7,176,351 

------------ 

944,083,300 
P13=====3=== 

---------------------------------------------------------------- 

OVERHEAD 
-------- 

Eudgeted Overhead Costs for 1987-88 $35,067,900 

Proposed Exclusions: 
Public Affairs 
Resow ces 

SWP Resources 
SWC Contractors, Inc. 
Regional Resources 
Colorado Resources 
Local Projects 

Planning 
Administration 
fAdvance Planning 
Water Conservation 
Water Supply/Demand 
Policy Analysis 
Drafting Services 

Associ ati on Dues 

4,316,700 

237 1 CM:) , 

(assoc. dues) 20 1 , 200 
489 900 , 
394,400 
195,800 

796,800 
357 QO(:, , 
478,800 
583 3r.,C) ) 

284, 100 
21 5ClO , 

400 000 , 
Sacramento Office - fidministration 
Lobby Expenses 

Headquarters 
Benefits 
Sacramento 
Washington D.C. 

Total Exclusions 

Revised Overhead Cost Pool for 1987-88 

Base Overhead Rate for 1987-88 
(Revised Overhead Divided by Direct Payroll) 

6 1 , 900 

77 , 3<K) 
28 , (:K)(:) 

148,500 
If.32 , 000 

_-------e--- 

9,174,X(:, 
___--------- 

$25,893,6X) 
ep========== 

59% 

Engineering Overhead Rate 

Total Overhead Rate 

22% 
-__I-------- 

Sl% 


