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Please feel free to contact the Management Services Team for any questions regarding the COWCAP.

Chief Deputy Controller

Mima Ugbo (909) 382-3035 

MSS Manager

Yusuf Singleton (909) 382-3191 

Systems Accountant

May Guan (909) 382-7027 

Ali Chemkhi (909) 382-7035 

Jason Tran (909) 382-7033 

Diana Cuevas (909) 382-7037

Peter Tawadros                                                     (909) 382-7036

Email

CowcapHotline@sbcountyatc.gov

Management Services Team



Page 3

 Training handout  

 Q&A segment 

 Submitting questions on GoTo Webinar

 COWCAP training survey link

 Training slides and video link

Housekeeping 
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Presentation Agenda

 Federal Regulations
 Background
 OMB Cost Plan Concepts
 Cost Plan Defined
 Cost Plan Objectives 
 Cost Period
 Allowable vs. Unallowable Costs 
 Direct vs. Indirect Costs
 COWCAP & ICRP 
 Central Service Unit Costs & Bases
 Incoming Costs
 Direct Billing
 Carry-Forward
 Proposed Costs
 Cost Allocation
 Best Practices
 Resource Materials
 Navigate the Cost Plan Book
 COWCAP Billing Schedule 
 Closing Remarks
 Q&A
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Federal Regulations

 The cost plan must be compiled in accordance to 
the Federal Office of Management and Budget 
(OMB) Title 2 Code of Federal Regulations Part 
200 (2 CFR Part 200). It is titled “Uniform 
Administrative Requirements, Cost Principles, 
and Audit Requirements for Federal Awards.” All 
federal agencies apply these principles in 
determining reimbursable costs incurred by non-
federal entities under federal awards and sub-
awards.

 The OMB established cost principles and 
standards for state and local governments.

 It must also abide by the policies and standards 
set forth by the Department of Health & Human 
Services brochure “Cost Principles and 
Procedures for Developing Cost Allocation Plans 
and Indirect Cost Rates for Agreements with the 
Federal Government (ASMB C-10).” 
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In December 1971, the US Department of Health & Human Services (DHHS) delegated to the 
State of California the responsibility of approving the local government (County) cost allocation 
plans. 

The California State Controller’s Office (SCO), under its delegated cognizance, is the authorized 
representative of DHHS and can review, negotiate, and approve the local government cost 
allocation plans on behalf of that agency. 

The SCO responsibilities include:

 Developing supplemental information, such as the “Handbook of Cost Plan Procedures for 
California Counties,” to support the existing cost plan instructions.

 Reviewing and approving the procedures and methodologies used by the counties for direct 
billing of central services.      

Background
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OMB Cost Plan Concepts
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What is the COWCAP?

It is a cost plan that identifies and assigns the county’s central service costs 
to benefitting departments/agencies by a reasonable and consistent basis. It 
also includes the generally funded county-owned building and the 
department’s computer software & equipment depreciations.

San Bernardino County Central Services

 County Counsel Department

 Auditor-Controller/Treasurer/Tax Collector Department

 Human Resources Department

 County Administrative Office Department

 Purchasing Department

 Innovation & Technology Department 

 Project & Facilities Management Department (PFMD) – Utilities, 
Facilities Management (Maintenance, Custodial, Ground) and Project 
Management Division

 Real Estate Services Department – Leasing & Acquisition

Cost Plan Defined

County’s 
Central 
Service 
Costs 

Benefitting 
Department/

Agency 
(Example: 

Human 
Services)

Benefitting 
Department/

Agency 
(Example: 

Sheriff)

Benefitting 
Department/

Agency 
(Example: 

Special 
Districts)
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The cost plan is used to maximize the County’s cost 
recovery for programs which are reimbursable 
through grants, claims, or user fees. It must be 
provisionally or formally approved by the SCO  
before any indirect costs or direct billings for 
central support services may be reimbursed by state 
and federal agencies.

Cost Plan Objectives
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Cost Period

The cost plan utilizes actuals for the latest completed fiscal year to estimate/project the 
costs for a future period. It is two years in arrears. 

For Example: The cost plan shown on the right 
is based on actuals from FY 2023-2024, which 
will be used to project costs and claim awards 
in FY 2025-2026.
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To be allowable, costs must meet the following general criteria:
 Be necessary and reasonable for proper and efficient performance and administration
 Benefit the County Departments/Agencies
 Be allocable under the provisions of OMB 2 CFR Part 200 and DHHS ASMB C-10
 Be authorized or not prohibited under State or local laws or regulations
 Conform to any limitations or exclusions set forth in these principles or other governing regulations 
 Be consistent with policies, regulations, and procedures that apply uniformly to other activities of the 

governmental unit
 Be net of all applicable credits
 Be adequately documented

Costs that do not meet the general criteria will be considered as unallowable and thus 
excluded from/not allocated in the COWCAP.

Allowable vs. Unallowable Costs
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Example of Unallowable Costs

 Capital expenditures

 General government expense

 Contribution & donation costs

 Bad debt costs

 Entertainment & employee morale costs

 Goods and services costs for personal use

 Fund raising

 Lobbying costs

 Fines & penalties

 Interest expense

 Cannabis

 Contingency reserves

 Advertising & public relations solely to promote the non-federal entity

 Under recovery on other federal grants

 Costs that benefit the public
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Direct vs. Indirect Costs

 Specific Costs

 Costs that can be assigned, or directed, to 
a specific task, activity or program

 Example:
Labor costs tied to a specific project
Material costs needed to carry out the project

 Shared Costs

 Costs that cannot be assigned, or 
directed, to a specific task, activity or 
program

 Example: 
General Administrative Costs
Support Costs
Facilities Costs
COWCAP

Direct Costs Indirect Costs
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What is a central service unit? 

A central service unit represents a department/subdivision whose main role is to provide internal services to other departments/ agencies within the County.

The central service unit costs represent the central service department’s costs after excluding the unallowable costs. Depending on the complexity of the central service 
department, the costs may be broken down into several functions. Each function will have its own equitable base to redistribute the costs to the benefitting 
departments/agencies. Some functions are not allocable because it is considered as an unallowable activity under the OMB guidance.

Shown below is a list of the Central Service Department’s Function Costs   

 Salaries & Benefits

 Other Staffing Expenses

 Services & Supplies

 Central Services

 Travel & Related Expenses

 Other Services & Supplies

 Interfund Reimbursements (Credit)

 Miscellaneous Revenues (Credit)

Central Service Unit Costs & Bases
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Each central service department also benefits from the services provided by the other 
central service departments. The incoming costs represent the cowcap costs allocated from 
the other central service units to the benefitting central service department. After the 
central service department receives the incoming costs, those costs will be spread to its 
respective function(s), which will then be reallocated to the benefitting departments/ 
agencies through the double step-down method.  

The double step-down allocation allows central service departments to allocate costs to 
each other and benefitting departments/agencies.

 1st Allocation – Central service departments will receive the allocated costs
 2nd Allocation – Reallocates the central service units’ allocated costs to the benefitting 

departments/agencies

Incoming Costs
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Direct Billing Defined

It is the process of billing client departments/agencies for direct 
goods and/or services. Central service units’ billings should not 
include overhead/indirect costs; These costs must go through the 
cost plan.

If a central service department prepared transfers in SAP to bill 
departments for the direct costs, these billings will be used to 
reduce the allocable amount of its respective departments in the 
cost plan. 

Direct Billing
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Cost Allocation

What costs are allocated to the benefitting 
departments/agencies?

Step 1:

Allowable Central Service Function Department Costs + Function 
Incoming Costs = Allocable Amount to the Benefitting 
Departments/Agencies

Step 2:

Benefitting Department/Agency’s Allocable Amount – Direct 
Billed =  Net Costs Allocated to the Benefitting 
Department/Agency 

Step 3:

Total Net Costs Allocated to the Benefitting Department/Agency 
+/- Carry Forward = Total Proposed Costs
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The carry-forward operates on a two-year cycle and is used to true-up/down the county 
fixed costs to the actual costs. 

Carry-Forward

Est. FY 2021-2022
Actual FY 2019-2020

Est. FY 2022-2023
Actual FY 2020-2021

Est. FY 2023-2024
Actual FY 2021-2022

Est. FY 2024-2025
Actual FY 2022-2023

Est. FY 2025-2026
Actual FY 2023-2024
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Formula:

Total Current Allocations – PY Allocations = Carry Forward

Carry Forward + Total Current Allocations = Proposed Costs

For Example: The cost plan shown on the right illustrates the 
carry-forward used to true-up the costs in the two-year cycle.

Carry-Forward (Continued)

$12,349,359 Total Current Year Allocations: 
($8,373,571)Prior Year Allocations:(-)

$3,975,788 Carry-Forward:

$12,349,359 Total Current Year Allocations:
$3,975,788 Carry-Forward:(+)

$16,325,146 Proposed Costs (Plan Year 2025-2026):
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Proposed Costs are the costs the county departments 
use to claim their cost for services rendered. It 
represents the maximum claimable amount used in 
federal/state awards.

Proposed Costs
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For Central Service Departments that go through the COWCAP:

 If applicable, review the billing rates to ensure that the overhead/indirect costs are excluded from the billings. Central service departments that go 
through the COWCAP are only allowed to bill for Direct Costs. 

 Monitor the SAP Budget to Actual Reports of the central service departments to ensure that the net balance is not negative to prevent negative 
allocations in the cost plan. Billing rates may need to be adjusted to fix this issue. The State may require the County’s general fund to provide refunds 
because of the negative allocations. 

 Notify the Management Services Section - COWCAP Team regarding significant changes to the department’s organization, operations and services 
provided. Meetings will be held as needed to discuss impacts to the cost plan.

 Please make sure these transactions are clearly noted in the SAP transaction’s reference and/or text fields.
o Pass-thru/Trust transactions. These are excluded from the cost plan.
o Costs that benefit the public. These are unallowable in the cost plan. 
o COVID and/or American Rescue Plan Act (ARPA) project costs and receipts. This includes labor costs.

 Notify the COWCAP Team of material accounting errors that could not be addressed/corrected because it was pass the deadline for the year-end 
accruals. Depending on the situation, manual adjustments will be made to ensure that the expenses/revenues are properly categorized in the cost 
plan and the unallowable costs could be identified and removed from the cost plan.  

For Internal Service Funds:

 Monitor the cash reserves. Consistent large reserves will be questioned by the State Controller’s Office. If the State deems these reserves as 
unnecessary, rate holidays or rebates will need to be issued to all the client departments. The billing rates may be need to be adjusted as well.  

 Make sure the reserves are spent as intended within a reasonable period. 

Best Practices
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 The Indirect Cost Rate Proposal (ICRP) may be 
used in claims to receive state/federal 
reimbursements for allowable indirect costs 
associated with programs that permit claiming 
of such costs and/or used in fees to recoup the 
full cost of the service with certain limitations. 

 The Countywide Cost Allocation Plan also 
allocates the overhead costs of central service 
units. As such, central service units are not 
allowed to incorporate the indirect cost rate in 
the billing rates. To combine both the direct 
bill and indirect costs would contradict the 
OMB 2 CFR Part 200.416(b)(2).

COWCAP & ICRP 
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Annual Questionnaires & Requested Department Information

Annual COWCAP Questionnaires are sent to central service 
departments to gather information regarding changes in the 
organization, operations, services provided and staffing that can 
impact the cost plan. The goal is to ensure that the current basis 
used to allocate central service costs to benefitting 
departments/agencies are fair and equitable.

The central service departments submit various information to 
determine the function basis units, function allocations and 
excludable/unallowable costs. This information will be used to 
compile the cost plan. 
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State Controller Office: https://sco.ca.gov/ard_county_cost_allocation.html

Auditor-Controller/Treasurer/Tax Collector: https://atccl.sbcounty.gov/publications/

Office of Management & Budget: 

OMB 2 CFR Part 200 - https://www.ecfr.gov/current/title-2/subtitle-A/chapter-II/part-200?toc=1

ASMB C-10 - https://www.dol.gov/sites/dolgov/files/OASAM/legacy/files/ASMB_C-10.pdf

U.S. Department of Health and Human Services: https://www.hhs.gov/about/agencies/asa/psc/indirect-cost-negotiations/index.html

Resource Materials
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Navigate the Cost Plan Book 
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Table of Contents

The Table of 
Contents list 
the central 
service 
departments, 
its functions 
and its 
respective 
allocation 
method 
(basis units).
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Central 
Service 
Units

Summary Schedule

Actual FY Costs

True-
Up/Down

Maximum Claimable 
Amount

Actuals from Estimated Cost Plan (2 Years 
Ago)

Claim Year

Benefitting Departments/Agencies

Actual FY 
Costs
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The narrative explains 
the central service 
department’s functions or 
activities and describe 
the expenditures that will 
be allocable to the user 
departments/agencies.

Central Service Narrative
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The “Department 
Costs” schedule is a 

summary of the 
central service unit’s 
function costs. Only 

the allocable function 
costs will be 

distributed to the user 
departments/agencies

Central Service Department Costs

Functions

Unallowed Function Costs
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Each central service unit benefits from 
services provided by other central 
service units. The Incoming Costs 
schedule shows this exchange of costs 
flowing into the benefitting central 
service unit. These costs will be 
combined with the costs identified in 
the “Department Costs” schedule and 
then, the MGT software will 
redistribute only the allocable function 
costs to its respective user 
departments/agencies.   

Central Service Incoming Costs

Example: 

Legal Services Function Costs

CCL Department Costs $ 26,133,510

+ Incoming Costs                        2,516,268

Total Allocated 28,649,778

*Note: CCL stands for County Counsel.
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Note: The image shown on the right is a snippet 
of a partial schedule. Please refer to the cost 
plan book for the complete schedule. 

Central Service Function Allocations

The central service Function Allocations 
schedule distributes the costs to the 
benefitting departments/agencies based on 
the “basis unit” and the double step-down 
approach (see the First allocation and 
Second Allocation). If the department/ 
agency was billed for a portion of the 
costs during the fiscal year, there will be a 
credit to reduce the allocable amount of 
the respective client. 

Central Service Units may have multiple 
functions. Each allocable function will 
have its own Allocations schedule.  
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The Allocation 
Summary schedule 
summarizes all the 
central service unit 
functions’ costs 
distributed to the user 
department/agency.

Central Service Department Allocation Summary

Note: The image shown on the right 
is a snippet of a partial schedule. 
Please refer to the cost plan book for 
the complete schedule. 
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COWCAP Billing Schedule
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The goal is to ensure that 
departments receive only their fair 
and equitable share of the costs. 
Once the cost plan negotiation 
agreement is in place, grantee 

departments that incurred these 
costs may then claim state and 

federal reimbursements for these 
expenses. 

Closing Remarks
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Any Questions

Q&A

CowcapHotline@sbcountyatc.gov


