
Cost AlloCAtion

37

6. A college’s School of Liberal Arts has three depart-
ments. Estimated information for next year is presented in 
the self-checking spreadsheet for assignment 6.

(a)  Does the allocation of equal amounts of indirect cost 
provide a “fair” allocation? Answer yes or no and 
explain your reasoning.

(b)  Which cost driver best serves the interests of the 
history department? Which cost driver best serves 
t h e  i n t e r e s t s  o f  t h e  E n g l i s h  
department?

(c)  What cost driver(s) would you suggest that the school use to assign a “fair” portion of 
overhead costs to each department?
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Table 5.5

Boomtown: Parks, Fire, and Water 
Departments

Indirect Cost Groups Direct Cost

Facilities $5,212,544
City Admin $1,475,241

Departments
Parks $15,025,842
Fire $45,218,534
Water $35,248,612


