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Glossary 

 

Accrual basis – recognizes the impact of transactions on the financial statements in the time periods when 
revenues and expenses occur 

All Materials Indirect (AMI) – costs which are determined to be attributable to both redeemable beverage 
containers and non-beverage container materials, but not to any one material 

All other labor (AOL) – employee time working in the yard performing non-supervisory support and/or non-
material handling functions and activities (e.g., general yard maintenance, directing traffic, etc.), and 
employee time not working in the yard performing clerical, supervisory support, and management level 
functions and activities 

Assets – items of value owned by a firm 

Auditing – consists of an independent examination of the accounting records and other evidence relating to a 
business to support the expression of an impartial expert opinion about the reliability of the financial statements 

Balance sheet – a financial statement which shows the financial position of a business entity by summarizing 
the assets, liabilities, and owner’s equity at a specific date 

Baler – a machine used to densify materials into a cube (bale) to expedite transport 

Beneficiated glass – furnace ready glass.  Cullet shall be deemed furnace ready when it has been cleansed, is 
free of non-glass contaminants, and has been crushed or otherwise processed in such a manner as to be 
acceptable without further processing by the purchasing glass container manufacturer 

Beneficiating processor – any person or entity certified by the Department of Conservation as a processor 
who also beneficiates purchased cullet so that it is furnace ready for glass container manufacturers, consistent 
with prevailing standards in the manufacturing industry. 

Beverage container – the individual, separate bottle, can, jar, carton, or other receptacle, however 
denominated, in which a beverage is sold, and which is constructed of metal, glass, or plastic or other 
material, or any combination of these materials.  “Beverage container” does not include cups or other similar 
open or loosely sealed receptacles. 

Beverage Container Indirect (BCI) – Costs which are determined to be attributable to more than one of the 
redeemable beverage container types (e.g., CRV aluminum, CRV glass, CRV plastic), but which could not be 
directly allocated to a specific beverage container material type 

Beverage manufacturer – any person who bottles, cans, or otherwise fills beverage containers, or imports 
filled beverage containers, for sale to distributors, dealers, or consumers.  

Bi-metal container – a beverage container which consists of one or more metals and which is composed 
primarily of steel 
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Cancellation – the act of removing the redemption value of an empty beverage container 

Cash basis – recognizes the impact of transactions on the financial statements only when cash is received  
or disbursed 

Certificate – the official document issued by the Division which identifies an operator of a recycling center, 
nonprofit dropoff program, dropoff or collection program, or community service program or processing 
facility as meeting the requirement for certification by the Division 

Certified – an operator of a recycling center, nonprofit dropoff program, dropoff or collection program, or 
community service program or processing facility has met the minimum requirements established by the 
Division to receive a Certificate 

Commingled – a mix of empty beverage containers and other containers of the same material type.  Any 
broken glass empty beverage container(s) shall be deemed commingled. 

Commingled rate – the ratio of empty beverage containers to all other containers of the same material type, as 
determined by the Department of Conservation 

Community service program – a program, certified by the Division, which does not pay a refund value and 
accepts or collects empty beverage containers at a specific location or locations and meets one of the following 
criteria:  (A) The program is organized under Section 501(c) or 501(d) of the Internal Revenue Code [26 
U.S.C. 501(c) and 501(d)], or (B) The program is a charitable group organized under Section 23701 of the 
California Revenue and Taxation Code, or, (C) The program is operated by, or caused to be operated by, a 
city, county or other public agency. 

Comparative income statement – a summary of vertical analyses for two or more years that permits 
comparison of income or balance sheet items from one year to another 

Controller – the chief accounting officer of a business 

Cost of goods sold – an entity’s original acquisition cost of inventory that was sold to customers during a 
reporting period 

CRV – California Refund Value, an amount paid by a distributor of beverage containers covered by the Act to 
the DOC for every beverage container, other than a refillable beverage container, sold or transferred to a 
dealer (less one percent for the distributor’s administrative costs).  See also Refund value. 

Curbside program – a program operated by, or pursuant to a contract with, a city, county, or other public 
agency to pick up empty beverage containers from individual and/or multiple family residences.  The 
program accepts empty beverage containers from consumers with the intent to recycle them, but does not pay 
the refund value 

Current assets – cash, or items that could be readily converted into cash within a short period of time,  
usually a year 

Current liabilities – debts a firm is obligated to pay within a year 

Dealer – a retail establishment which offers the sale of beverages in beverage containers to consumers 

Densification – the process of compressing material for the purpose of increasing the weight-to-volume ratio 
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Depreciation – the systematic allocation of the acquisition (original) cost of an asset to the expense accounts 
during periods that benefit from the use of the asset 

Direct costs – costs which can be directly attributable to a specific CRV material type (such as a glass bin or 
aluminum can crusher) or to other materials or business (such as a newspaper baler or tow truck) 

Direct yard labor (DYL) – employee time spent in the yard performing material handling-related activities.  At 
a single certified site, these activities include receiving, sorting, inspecting, weighing, counting, making 
payment, emptying bins, baling, crushing, blowing, shredding, storing, loading for transport, and associated 
routine maintenance and clean-up.  At dual certified sites, recycler functions/activities include receiving, 
sorting, inspecting, weighing, counting, making payment, setting material aside for temporary storage after 
weighing, emptying bins, and associated routine maintenance and clean-up. 

Disposal cost – the transportation cost for hauling post-filled beverage container types to a state-permitted 
disposal site (landfill, incinerator, or other type of state-permitted site), plus the specified disposal fee 

Distributor – every person who engages in the sale of beverages in beverage containers to a dealer in this state, 
including any manufacturer who engages in these sales.  “Distributor” includes any person who imports 
beverages from outside of this state for sale to dealers or consumers in this state. 

Dropoff or collection program – accepts or collects empty beverage containers from consumers with the 
intention to recycle them, and includes any waste reduction facility that separates beverage containers from 
the waste stream with the intent to recycle them. “Dropoff or collection program” does not include a certified 
recycling center, nonprofit dropoff program, or curbside program.  This recycling program does not pay 
refund value.  Dropoff or collection program also means a program which separates recyclables from mixed 
municipal waste.  Dropoff or collection program does not mean a program which accepts or collects 
recyclable materials which have already been separated from mixed municipal waste. 

DR-6 – Recycler Shipping Report, a report submitted by recyclers to processors and the DOC that indicates, 
among other information, the total weight of CRV materials received from each certified program 

DR-7 – Processor Invoice Report, a report submitted monthly to the DOC that summarizes the DR-6 reports 

Dual certification – when an entity is certified as both a recycler and processor they are defined as being dual 
certified.  The costs for dual certified entities will be obtained for both components (recycler and processor) 

Financial statements – reports which summarize the financial position and operating results of a business 
(balance sheet and income statement) 

Fiscal year – any 12 month accounting period adopted by a business 

Fixed assets – another term for long-term or permanent assets; those items a firm owns and plans to use for 
more than one year 

Generally Accepted Accounting Principles (GAAP) – a technical term including both broad concepts or 
guidelines and detailed practices.  It includes all conventions, rules, and procedures that together make up 
accepted accounting practice at a given time 
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Grandfathered – is a term which refers to recycling centers that meet the requirements of section 2500(c) of 
subchapter 6 of these regulations or nonprofit dropoff programs that meets the requirements of section 
2510(a)(2) of subchapter 6 of these regulations 

Gross margin – see Gross Profit 

Gross profit – the difference between the amount received from customers for goods (net sales) and what the 
firm paid for the goods (costs) 

Gross sales – the total amount of money a firm takes in for the goods or services it sells; this figure is 
computed before returns are subtracted 

Handling fee – an amount paid to an operator of a supermarket site, a rural region recycler, or a nonprofit 
convenience zone recycler that is located in a convenience zone, for every beverage container redeemed by the 
operator. The handling fee is defined in PRC Section 14513.4.  

Impute – determine an actual cost of a site from a documented source.  If an actual cost is not identified on 
the source of financial information for the entity being surveyed, the cost should be imputed, or determined 
from another source.  

Income statement – a report used to evaluate the performance of a business by matching its revenue and 
related expenses for a particular accounting period 

Indirect costs – costs which cannot be directly attributable to a single material type, or, in the case of cost 
surveys, cannot be directly attributable to non-CRV materials or business.  Examples include taxes, insurance, 
supplies, administrative, utilities, and interest payments. 

Interest – the cost of using money; the rental charge for cash 

Inventory – the value of all goods on hand for sale 

Liabilities – the debts or expenses that must be paid by a firm 

Long-term liabilities – those debts that a firm expects to continue for more than one year 

Modified Accelerated Cost Recovery System (MACRS) – a depreciation method that provides accelerated 
depreciation by (1) using depreciation periods shorter than useful lives, and (2) assigning higher depreciation 
percentages in the earlier years 

Net worth – the value of the business once all debts (liabilities) have been subtracted from the value of assets; 
also known as owner’s equity 

Operating expenses – the everyday expenses, other than the cost of goods, involved in operating a firm; also 
known as overhead 

Other business – direct labor and management of operating a sort line or activity completely unrelated to 
recycling.  This is used where expenses for conducting these types of activities are included in the financial 
information obtained for the cost survey. 

Owner’s draws – amounts of cash or other assets removed from the business by the owner 
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Owner’s equity – see Net Worth 

Processing fee – the amount paid by beverage manufacturers to the Department of Conservation when the 
DOC determines that the scrap value being offered by container manufacturers or beverage manufacturers is 
less than the cost of recycling each type of container material 

Processing payment – the amount paid by the Department of Conservation to processors, dropoff or 
collection programs, curbside programs, and recycling centers when the department determines that the scrap 
value being offered by container manufacturers, beverage manufacturers, or willing purchasers for a particular 
container material is insufficient to insure the economic recovery of the container type at the minimum 
number of recycling centers or locations required pursuant to Section 14571 

Processor – any person, including a scrap dealer, certified by the Department of Conservation, who purchases 
empty aluminum, glass, plastic, bi-metal, or any other beverage containers, including any one or more of 
those beverage containers, which have a refund value established pursuant to the Beverage Container 
Recycling and Litter Reduction Act, from recycling centers in this state for recycling, or, if the container is 
not recyclable, not for recycling, and who cancels, or who certifies to the department in a form prescribed by 
the department the cancellation of, the refund value of these empty beverage containers by processing empty 
beverage containers, in any manner which the department may prescribe 

Property, plant, and equipment – Tangible assets that: (1) have an estimated useful life of two or more years, 
(2) are not intended for sale in the ordinary course of business, and (3) are intended to be used or available for 
use by the entity. (Definition from Federal Accounting Standards Advisory Board (FASAB), Accounting For 
Property, Plant, and Equipment, Statement of Federal Financial Accounting Standards No. 6, June 1996, 
GPO # 041-001-00462-9.) 

Recycler – a recycling center, dropoff or collection program, or curbside program 

Recycling center – an operation which is certified by the Department of Conservation and which accepts 
from consumers, and pays or provides the refund value pursuant to Public Resources Code Section 14572, for 
empty beverage containers intended to be recycled 

Redeem – to return an empty beverage container that is identified with “CA Redemption Value,” “California 
Redemption Value,” “CA Cash Refund,” or “California Cash Refund” to a certified recycling or processing 
facility and receive refund value for the container 

Redeemable beverage container – a container identified with “CA Redemption Value,” “California 
Redemption Value,” “CA Cash Refund,” or “California Cash Refund” which has an established refund value 

Redemption and redeem – the return to a recycling center or location of an empty beverage container for a 
refund of at least the refund value 

Redemption payment – the minimum amount paid by a distributor to the Department of Conservation for 
every beverage container sold or transferred to a dealer 

Refund value – the minimum refundable value established for each type of beverage container pursuant to 
Section 14560 which is paid by the following: (a) A certified recycling center to the consumer or dropoff or 
collection center for each beverage container redeemed by the consumer or dropoff or collection center; (b) A 
processor to a certified recycling center, dropoff or collection program, curbside program, or nonprofit 
dropoff program for each beverage container received from the certified recycling center, dropoff or collection 
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program, curbside program, or nonprofit dropoff program; (c) The department to a processor, for every 
beverage container received by the processor from a certified recycling center, curbside program, dropoff or 
collection program, or nonprofit dropoff program. 

Roll off bins – large containers on wheels that can be rolled on or off a trailer for transport 

Scrap value – the price paid for container material types subject to Public Resources Code Division 12.1 
(The California Beverage Container Recycling and Litter Reduction Act), after shipping and handling costs 
are deducted. 

Shipping report – is the documentation of the receipt of material by a processor, or by a recycling center or 
certified nonprofit dropoff program from another recycling center, drop or collection program, or community 
service program, curbside program, or certified nonprofit dropoff program.  The shipping report is the basis 
for payment by the Division. 

Short-term liabilities – see Current Liabilities 

Straight line depreciation – a depreciation method that spreads the depreciable value evenly over the useful 
life of an asset 

Superemployee – a group of employees who perform substantially the same duties at a recycling center 
selected for the processing fee cost survey.  Entering one superemployee on the Labor Input Sheet of the cost 
survey model reduces time spent during the on-site labor hour interviews and reduces data entry effort. 
Generally, a superemployee should only be used to group all employees that perform non-CRV materials or 
other business activities. 

Unallocated labor – employee time spent performing an unknown activity 

Unlocated difference – the difference between wages shown on the financial information and wages entered 
on the Labor Input Sheet of the automated cost survey model. Wages entered on the Labor Input Sheet are:  
(1) payroll register, W-2s, or DE-3 wages (e.g., benefits), and (2) imputed wages (e.g., for a missing month of 
W-2s or employees paid cash) that also must be entered on the Cost Input Sheet as a Category 1 cost.  The 
survey team must ensure the ULD does not exceed plus or minus five percent of the financial statement 
wages. The calculation of the ULD is as follows: 

 

                  Calculation Source (cost survey model worksheet name) 

 Labor costs from financial statements  Cost Input Sheet 

- Labor wages        Labor Input Sheet 

- Category 1B labor (non-direct wage labor) 
from financial statements              

Cost Input Sheet, cost category 1B 

= Unlocated difference (ULD).  
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Module 1 
Program Overview 

Objectives: 
 Review the purpose and calculation of processing fees and handling fees 

 Describe the need to perform allowable cost surveys 

 Provide adequate background on the allowable cost survey approach 

Key Topics: 
 History 

 Certified recyclers (RCs/RVs) and certified processors (PRs) 

 Measuring costs of recycling 

 Role of allowable cost surveys 

 Selecting sites to be surveyed 

 Measuring scrap value 

 Training curriculum contents 

Curriculum Materials: 

Reading List/Handouts: 

1. Program Background (NewPoint Group, March 2011) 
– provided in training manual Volume II – Supplemental Materials 

2. California Beverage Container Recycling & Litter Reduction Act (Revised October 2010) 
– provided in training manual Volume II – Supplemental Materials 

3. Relevant Regulations 

 CCR Title 14, Division 2, Chapter 5 (Subchapter 12, DOR Requirements) 

 CCR Title 14, Division 2, Chapter 5 (Subchapter 2, General Requirements) 

 CCR Title 14, Division 2, Chapter 5 (December 2006 Emergency Regulations) 

– provided in training manual Volume II – Supplemental Materials 

Work Assignments: 

1. Read assigned reports 

2. Read applicable legislation and regulations 

3. Complete the processing payment quiz 

4. Review training curriculum 

5. Perform processing payment calculation exercises 
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Additional information about the 
history of AB 2020 and processing 
fees is provided in Volume II – 
Supplemental Materials, in the 
document titled: Program Background. 

Technically, the DOC uses two terms: 
processing fee and processing 
payment. The processing payment is 
the difference between the actual costs 
of recycling (with financial return) 
and the scrap value (shown above). 
The processing payment is paid to 
recyclers. The processing fee is a 
fraction of the processing payment, 
and is paid by beverage manufacturers 
to help cover the cost of processing 
payments. For simplicity, we use the 
term processing fee to refer to both 
the processing fee and processing 
payment. 

Key Topics 

History 

The Beverage Container Recycling and Litter Reduction Act (Act) was created by the Legislature in 1986 
(Chapter 1290, Statutes of 1986). The enabling legislation, Assembly Bill 2020, was crafted to establish a 
coherent, comprehensive Beverage Container Recycling Program (Program) aimed at making beverage 
container recycling integral to the California economy. The Program treats recycling as a market proposition 
in which the basic premise is that the unnecessary disposal of beverage containers, and the resulting waste of 
virgin resources, represents market inefficiencies and a misallocation of limited resources.  

Traditional bottle bills require consumers to return containers to stores. In 
California, AB 2020 provides a network of recycling locations for the 
convenience of consumers and retailers.  

What distinguishes the California recycling program from bottle-deposit 
programs established in other states is the collection and redistribution of 
processing fees and redemption values as a means of stimulating the 
market for used beverage containers. The challenge facing the Program is 
to create and maintain market conditions in which the incentives to 
recycle are sufficient to promote maximum efficiency in the reuse of 
beverage containers. 

While the Beverage Recycling Program has withstood the test of time, this 
innovative and widely recognized program is constantly being examined 
and challenged by industry, as well as changed by the Legislature. Volume 
II of the Training Manual, Supplemental Materials Manual, contains 
additional information about the program. In that volume, the Program 
Background document discusses the background of the program, including 
major legislative changes to AB 2020. 

AB 2020 also provides for a processing fee on individual container types. 
If costs to recycle a particular container type exceed its scrap value, the 
Department of Resources Recycling and Recovery (Cal Recycle) is authorized to set a processing fee on that 
particular container type. Because the law requires certified recycling centers to accept all ten container types,  
the Legislature designed the processing fee to enable certified recyclers (and, prior to 1993, processors) to recover 
allowable operating costs and earn a reasonable financial return. The processing fee is calculated as follows: 

 Actual Costs of Recycling 

+ Financial Return 
- Scrap Value _________ 

= Processing Fee (if > $0) 
 

CalRecycle obtains labor and operating costs and labor hours from certified recyclers in California to 
determine the actual costs of recycling. CalRecycle also conducts surveys to determine scrap values being  
paid by processors. Results of these surveys are used to calculate a processing fee for the following 10 CRV 
material types: 
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 Aluminum 

 Glass 

 Plastic: 

 #1 PET (polyethylene terephthalate) 
 #2 HDPE (high density polyethylene) 
 #3 PVC (polyvinyl chloride) 
 #4 LDPE (low density polyethylene) 
 #5 PP (polypropylene) 
 #6 PS (polystyrene) 
 #7 Other 

 Bi-metal. 

Results of the cost surveys also are used to calculate a handling fee for each CRV beverage container 
redeemed. The handling fee is per container, regardless of the material type. 

Methods to measure costs of recycling and scrap value have changed in response to new legislation and revised 
regulations. The following bills making significant changes in processing fees have passed since enactment of 
AB 2020: 

 AB 1490 (Sher, 1990) 

 AB 2212 (Sher, 1991) 

 AB 87 (Sher, 1992) 

 SB 1178 (O’Connell, 1995) 

 SB 332 (Sher, 1999) 

 AB 1244 (Olberg, 1999) 

 AB 28 (Jackson, 2003) 

 AB 3056 (Committee on Natural Resources, 2006) 

 AB 1357 (Padilla, 2008) 

 SB 63 (Strickland, 2009) 

 ABX87 (Evans/Committee on Budget, 2010). 

Current statutes provide for the next calculation of processing fees to be effective on and after January 1, 2012. 
Scrap values for material currently in the program are based on the average scrap values paid to recycling 
centers by processors. The calculation effective January 1, 2012, will be based on cost surveys conducted 
during the 2011 calendar year for costs incurred during calendar year 2010, and excludes those recyclers that 
receive handling fees. Cost surveys will be conducted every second year thereafter. Beverage manufacturers pay 
a base, per-container processing fee equal to at most 65 percent of the per container processing payment. If 
there are sufficient funds in the individual material processing fee accounts, the bills require the Department to 
reduce the processing fee paid by beverage manufacturers.  

Current statutes now requires CalRecycle to conduct a survey of recycling centers that receive handling fees at 
the same time as the processing fee cost survey. The first handling fee calculation was effective July 1, 2008, 
and was based on cost surveys conducted during the 2007 calendar year for costs incurred during calendar 
year 2006. The second handling fee calculation was effective July 1, 2010, and was based on cost surveys 
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conducted during the 2009 calendar year for costs incurred during calendar year 2008. The third handling fee 
calculation will be effective July 1, 2012, and will be based on cost surveys conducted during the 2011 
calendar year for costs incurred during calendar year 2010. The Department shall determine the amount of 
the handling fee to be paid for each empty beverage container by subtracting the amount of the statewide 
weighted average cost per container to redeem empty beverage containers by recycling centers that do not 
receive handling fees from the amount of the statewide weighted average cost per container for recycling 
centers that do receive handling fees, as follows: 

 Cost per container from sites that do receive handling fees (HF sites) 
– cost per container from sites that do not receive handling fees (PF sites) 

= Handling fee payment per container 

Certified Recyclers (RCs/RVs) and Certified Processors (PRs) 

A recycling center, or certified recycler, is an operation that accepts empty beverage containers from customers 
and pays a refund value (known as California Refund Value or CRV). Certified recyclers are required by law 
to accept, and pay at least the refund value for, all empty CRV beverage containers, regardless of type.1  They 
are certified through a formal application process with CalRecycle. The “reverse vending” (RV) site uses 
technology and equipment that allows a consumer to automatically receive the CRV (typically as script that 
can be cashed at the supermarket hosting the equipment) when a container is placed in the machine. 

A processor is an entity that purchases from more than one recycling center (and other recycling programs) 
empty aluminum, glass, plastic, bi-metal, and any other beverage containers with a refund value. Processors 
are responsible for removing the refund value, or “canceling” empty beverage containers. They, in turn, sell 
cancelled beverage container materials to an end-user (e.g., beverage container manufacturers or alternative 
markets locally or internationally). Similar to recycling centers, CalRecycle formally certifies processors. 

Role of Allowable Cost Surveys 

Current statutes require CalRecycle to perform on-site allowable cost surveys of a statistically significant 
random sample of only certified recycling centers. When conducting surveys, the main objective is to gather 
enough operating, financial, and labor data to estimate a site’s actual cost of recycling. An automated 
allowable cost survey model has been developed to assist in estimating each site’s cost of recycling. 

Costs and tonnage of all sites surveyed are aggregated by CRV material type into a weighted average cost of 
recycling. Total costs across all sites are divided by total tonnage at all sites to calculate the cost per ton used 
in the equation for processing fees. Total costs across all sites are divided by total containers at all sites to 
calculate the cost per container used in the equation for handling fees. 

Selecting Sites to be Surveyed 

The law requires CalRecycle to estimate costs for recycling each material type, based on a statistically  
significant sample of certified recycling centers. By regulation, the sample must be representative with at least 
an 85 percent confidence level for estimating cost per ton. Sample sizes are calculated to allow no more than a 
10 percent error factor. 

                                                                  
1 With the exception of “grandfathered” recyclers. These recyclers were in existence on January 1, 1986. They are exempt from 

collecting empty CRV beverage container types that they decided not to accept as of January 1, 1986. 
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Prior to conducting allowable cost surveys, CalRecycle determines the number of recyclers needed to meet 
sample requirements for calculating costs for processing fee calculation and the handling fee calculation. The 
random sample of processing fee sites is selected from the approximately 800 certified recycling centers in 
California. The random sample of handling fee sites is selected from approximately 1,100 certified recycling 
centers in California. 

Measuring Scrap Value 

In the past, the CalRecycle conducted surveys of all processors in the state, and requested the scrap price paid 
to each processor (i.e., on sales), and the tonnage purchased, for glass, plastic and bi-metal beverage 
containers. Aluminum scrap value was obtained from industry publications. Changes made by the legislature 
have resulted in statutes today that require CalRecycle to measure the scrap value as the amount paid by 
processors for purchases from certified recycling centers. 

Unless changes are made to the law, this method of determining scrap value, based on processor sales, will 
be used by CalRecycle to determine January 1, 2012, processing fees. Currently, scrap value is based on 
processor purchases. CalRecycle measures scrap values in a separate scrap value survey. 

Training Curriculum Contents 

An outline of the training curriculum is provided in the table of contents for this Training Manual. The 
curriculum is organized into five areas: 

 Introduction and Approach 

 Site Management and Operations 

 Cost Measurement 

 Labor Hour Allocation 

 Quality Control Reviews. 

Sixteen training modules are designed to cover these five areas. Modules are structured to be reviewed sequentially. 
An outline of each module is provided at the beginning of the module. Each module is organized as follows: 

 Objectives  

 Key Topics  

 Reading List and Handouts  

 Case Studies 

 Work Assignments. 

A narrative of key topics is contained in each module. A detailed schedule of specific activities for completing 
each module also is provided. Required readings and handouts which cover technical and accounting subjects 
of each module are included in this binder (except for processing fee reports and internal research reports, 
which are available from CalRecycle). 

Work assignments also are provided in each module to reinforce techniques and skills learned during the 
module. One example of a work assignment is a role playing exercise. During these exercises, trainees might 
assume roles as members of the survey team, or as site management, in the context of conducting portions of 
a cost survey. Other assignments include self study exercises, question and answers sessions, and quizzes. 
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Schedule 

Estimated module time: 3.5 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Introduce training, participants, logistics, and administrative issues Lecture 30 

2. Introduce beverage container recycling program Lecture 30 

3. Introduce module Lecture 45 

4. Do work assignment #1 – Read assigned report Reading 40 

5. Do work assignment #2 – Read applicable legislation and regulations Reading 5  

6. Do work assignment #3 – Complete the processing payment quiz Quiz 10  

7. Review processing fee questions and answers Class Discussion 15 

8. Do work assignment #4 – Review training curriculum Lecture 15 

9. Do work assignment #5 – Perform processing payment calculation exercises Work Assignment 5  

10. Review results with participants and check answers Self Review 20 

 Totals 215 
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Readings and Handouts 
(provided in training manual Volume II – Supplemental Materials Manual) 

1. Program Background (NewPoint Group, January 2009)  

2. PRC Section 14575 (Operative October 2008)  

3. Relevant Regulations 

 – CCR Title 14, Division 2, Chapter 5 (Subchapter 12, DOR Requirements) 

 – CCR Title 14, Division 2, Chapter 5 (Subchapter 2, General Requirements) 

 – CCR Title 14, Division 2, Chapter 5 (December 2006 Emergency Regulations) 
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Work Assignments 

1. Read assigned report 

2. Read applicable legislation and regulations 

3. Complete the processing payment quiz 

4. Review training curriculum 

5. Perform processing payment calculation exercises 
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Work Assignment 1 

Read Assigned Report 

Read the following report that is provided in the training manual Volume II – Supplemental Materials Manual. 
This will serve to introduce processing fees and handling fees and to describe how allowable cost surveys have 
been performed in the past. 

 Program Background (NewPoint Group, March 2011) 
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Work Assignment 2 

Read Applicable Legislation and Regulations 

Examine Public Resources Code 14575 provided in Volume II, Supplemental Materials, to understand the 
legal requirements for determining processing fees. You also should review the California Code of 
Regulations Title 14, Division 2, Chapter 5, titled “DOR Requirements”, “General Requirements”, and 
“December 2006 Emergency Regulations.” These regulations detail the CalRecycle study requirements for 
calculation of commingled rates, scrap value, allowable costs of recycling, processing fee payments, handling 
fees, and inspection authority 

 PRC Section 14575 (Operative October 2008) 

 CCR Title 14, Division 2, Chapter 5 (Handout 3) 
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Work Assignment 3 
Page 1 of 4 

Processing Payment Quiz 

Choose the best answer to the following questions: 

1. Processing payments are all of the following, except: 
a. Designed for recycling centers to recover all their operating costs, including a reasonable  

financial return 

b. Equal to the cost of recycling, including financial return, less scrap value 

c. Based on the goal that beverage containers should pay their own costs of recycling 

d. Directly paid from the State to recycling centers 

e. Designed to hold container manufacturers responsible for internalizing the recycling costs  
of their containers 

2. Processing fees are paid into the California Beverage Container Recycling Fund by: 

a. Beverage manufacturers 
b. Distributors and processors 
c. Container manufacturers and distributors 
d. Beverage manufacturers and distributors 
e. Processors and recyclers 

3. Which one of the following is not a CRV beverage container type covered by the program? 

a. Glass 
b. Bi-metal 
c. Aluminum 
d. Paper 
e. Plastic 

4. Which one of the following is not a program certified by CalRecycle? 

a. Community Service Program 
b. Convenience Zone 
c. Curbside Program 
d. Processor 
e. Recycling Center 

5. Which of the following statements are false? 
a. The CRV paid by consumers for beverage containers less than 24 ounces is $0.05 per container 

b. There are approximately 700 certified recycling centers in the State that do not receive a handling fee 

c. Assembly bill 2020 established the program in 1986 

d. Current law requires CalRecycle to survey recycling centers every two years to determine the average 
allowable costs per container type 

e. After completing the cost surveys, cost survey data is added together for all material types to obtain an 
overall single Statewide cost per ton 
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Work Assignment 3 
Page 2 of 4 

6. Which one of the following statements is false about plastics recycling? 
a. The recycler’s plastic cost per ton has varied from under $300 per ton to above $1,000 per ton since 

program inception 

b. Type #3 through #7 plastics cost per ton was measured by CalRecycle in the prior cost survey 

c. Type #1 and #2 plastics represent a majority of the containers recycled 

d. Type #3 through #7 plastics are often highly sought after by processors and ultimately end users as a 
result of their limited supplies 

e. Plastic containers are also referred to by their resin types, while aluminum and glass are referred to as 
material types 

7. Recyclers have not received a processing fee for aluminum beverage containers because: 
a. Aluminum does not cost very much to recycle 

b. Aluminum scrap value always exceeds the cost of recycling plus a reasonable financial return 

c. Unlike other beverage containers, aluminum containers are almost always redeemed at recycling centers 

d. Aluminum beverage containers were grandfathered into the program 

e. Aluminum processing fees are so small that the industry has always elected to pay an avoided scrap value 

8. Allowable cost surveys of certified recycling centers represent: 
a. A statistically significant sample of the recycling centers in the State 

b. An annual exercise completed by CalRecycle 

c. Data which, coupled with processor cost surveys, is used to determine the overall Statewide cost per 
ton by beverage container 

d. Data which, coupled with scrap value surveys, is used to determine the overall Statewide cost per ton 
by beverage container 

e. Data which is used to determine a site specific cost per ton and ultimately a site specific processing fee 

9. Which of the following is true about the scrap value determination? 

a. The scrap value is based on purchases by recyclers 

b. The scrap value is based on purchases by processors and recyclers 

c. Like the cost of recycling survey, CalRecycle also conducts scrap value surveys 

d. The scrap value is based entirely on data electronically reported to CalRecycle 

e. Scrap value amounts are reduced by the cost of recycling 

 

 



Module 1 

Department of Resources Recycling and Recovery Page 1.19 CalRecycle 

Work Assignment 3 
Page 3 of 4 

10. The beverage container recycling program in California was intended to create: 

a. An average container recycling rate of over 50 percent by the year 2000 

b. Relative stability in the processing payments over time 

c. A financial inducement for consumers to recycle their beverage containers 

d. An incentive-based system to encourage manufacturers use glass beverage containers  

e. A special processing fee to ensure that most certified recyclers would not go out of business 

11. Which of the following is false about recycling centers? 
a. A recycling center may collect CRV and non-CRV beverage containers 

b. Not all recycling centers must be certified by the State 

c. A recycling center can be referred to as a dropoff program 

d. Some certified recycling centers are collocated with a processor, called a dual site 

e. Recycling centers can be referred to as “buyback centers” 

12. Which of the following is false about processors? 
a. A processor may buy material from recycling centers, collection/dropoff programs, community 

service programs, other processors, and curbside programs 

b. Processors sell cancelled beverage containers to end-users for a scrap value 

c. A beneficiating processor prepares glass so that it is furnace ready for glass manufacturers 

d. A processor may elect to pay the processing fee to a recycler based on the market conditions 

e. For purposes of a cost survey, a recycler has different allowable costs than those for a processor  



Module 1 

Department of Resources Recycling and Recovery Page 1.20 CalRecycle 

Work Assignment 3 
Page 4 of 4 

True or False 
1. Processing payments are the difference between the cost of recycling and the scrap value 

2. Avoided scrap payments are scrap value payments made by an industry that are at least equal to the 
estimated costs of recycling in order to avoid paying the processing fee 

3. A recycling center’s financial statements are exempt from public disclosure 

4. Processors pay processing payments to registered curbside program operators 

5. Processors pay processing payments on CRV beverage container types 

6. Wine bottles are a CRV beverage container covered by the program 

7. Milk containers are a CRV beverage container covered by the program 

8. Plastic CRV beverage containers for products that are 100 percent fruit juice, and greater than 46 ounces, 
are not covered by the program 

9. Certified recycling centers must pay CRV to customers on all beverage containers covered by the program 

10. A processor removes the refund value of the empty beverage container so that it cannot be redeemed twice 

11. Recyclers can receive processing payments from other recyclers 

12. Some certified recyclers will make money on the processing payment paid to them for a particular material or  
resin type if their site’s cost of recycling is below the cost of recycling used for the processing fee calculation 

13. The commingled rate for a given material type is equal to the number of CRV beverage containers 
divided by the total number of CRV and non-CRV beverage containers 

14. The commingled rate for a given material type is equal to the total number of redeemed beverage 
containers divided by the total number of received beverage containers 

15. A recycling center may pay a customer both the CRV and a scrap value for a redeemed beverage container 
covered by the program 

16. With permission from CalRecycle, a recycler may elect to dispose of a CRV beverage container 

17. A recycling center must pay CRV on all out-of-State beverage containers 

18. Some recycling centers selected for this survey are located within the Division’s convenience zones and 
also receive a handling fee 

19. Processing payments vary by material type, depending on the cost of recycling and the scrap value 

20. Plastic beverage container resin types are labeled with the resin number inside a triangle 
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Work Assignment 4 

Review Training Curriculum 

Trainees should familiarize themselves with the organization and contents of the training manual. 
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Work Assignment 5 
Page 1 of 2 

Processing Payment Calculation Exercises 

Choose the best answer to the following questions. Note that figures shown in these questions do not 
represent actual processing fee results. 

1. Use the following data to determine what the reasonable financial return for glass recycling centers was: 

Total Recycling Center Cost of Recycling: $82.45/ton 
Total Processing Payment: $83.68/ton 
Average Scrap Value: $3.25/ton 

a. 7.12 %  
b.  6.73%  
c.  5.43%  
d.  5.00%  
e.  7.93% 

2. Use the following data to determine what the reasonable financial return for PETE #1 recycling centers was:  

Recycling Center Cost of Recycling: $493.31/ton 
Processing Payment: $226.39/ton 
Average Scrap Value: $301.45/ton 

a.  8.00%  
b.  7.00%  
c.  6.00%  
d.  5.00%  
e. The market appears to be paying an avoided scrap 

value, so no financial return would be calculated. 

3. From the data provided below, determine processing payment for HDPE #2: 

Recycling Center Cost of Recycling: $671.73/ton 
Financial Return 6.0% 
Average Scrap Value: $402.65/ton 

a.  $228.78/ton  
b.  $309.38/ton  
c.  $244.92/ton  
d.  $0/ton  
e. Cannot determine from the above information 
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Work Assignment 5 
Page 2 of 2 

4. From the data provided below, determine processing payment for PVC #4: 

Recycling Center Cost of Recycling: $1,583.72/ton 
Financial Return 7.0% 
Average Scrap Value: $10.83/ton 

a.  $1,462.03/ton  
b.  $1,683.75/ton  
c.  $1,572.13/ton  
d. $1,462.79/ton  
e.  $264.75/ton 
 

5. From the data provided below, determine processing payment for aluminum: 

Recycling Center Cost of Recycling: $465.90/ton 
Financial Return 6.0% 
Average Scrap Value: $493.85/ton 

a.  $42.17/ton  
b.  $84.34/ton  
c.  $86.15/ton  
d. $43.07/ton  
e.  The market appears to be paying a scrap value,  

and is larger than the cost plus financial return,  
so no processing payment 
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Module 2 
Fundamentals of a Cost Survey 

Objective: 
 Understand the objectives and general procedures for planning, conducting, and completing an  

on-site cost survey 

Key Topics: 
 Pre-site Visit Procedures 

 Obtain site information and assemble site file (verify that contact name, address, telephone and 
facsimile number, site certification number(s) are correct). Obtain automated cost survey model  
for the site that contains the redeemed weight and site-specific commingled rate from CalRecycle. 

 Review and carry site notification letter sent in group mailing 
 Confirm date and time of visit and obtain directions to site 

 On-site Visit Procedures 

 Walk-though site and document site activities for the Site Memorandum 
 Review financial documentation and identify costs through interviews 
 Obtain labor wage and hour information and conduct labor interviews 
 Enter labor hour data onto hard copies and, if time allows, into the automated cost survey model 
 Review results for accuracy and reasonableness 
 Obtain signed affidavit 

 Post-site Visit Procedures 

 Enter financial and labor information into cost model 
 Prepare and print Site Memorandum and other site forms 
 Print automated cost survey model output 
 Assemble site file 
 Perform home office audit review 

Curriculum Materials: 

Reading List/Handouts: 

1. Sample notification letter 

2. Cost Survey Site Procedures 

Work Assignments: 

1. Review site files completed during the prior statewide cost survey 

2. Answer questions testing site survey procedure knowledge 
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Key Topics 

A team of two field auditors generally constitute a survey team that will visit each selected recycling center. 
The two phases of a cost survey are: 

 Pre-site visit data review and appointment confirmation. During this phase, the survey team will 
obtain the cost model containing pre-loaded information about the site, and confirm their appointment 
with site management.  

 On-site cost survey and labor interviews. During this phase, the survey team tours the site, interviews 
site management to clarify financial information, and interviews site management to allocate each 
employee’s time to CRV and non-CRV activities. Information from the walkthrough is used in 
completing the Site Memorandum. 

Pre-Site Visit Procedures 

Before conducting the on-site cost survey, the survey team should review any available information about that 
site, including: 

 Recycling volumes 

 Previously completed cost survey site files 

 Financial and payroll information submitted in advance of the site visit (this is not a requirement,  
so this information will probably not be available in advance of the site visit).  

The team also should ensure that it has the automated cost model for the site that contains the site’s 
identifying information and 2010 CRV redeemed volumes  

Prior site knowledge allows an interviewer to ask questions related to a site’s operations, which facilitates 
gathering more information. 

Staff should note any trends or relationships observed from this review, such as the relative size of the site (by 
material), and whether this site was a low, medium, or high cost site in the last survey. If they were not in the 
prior survey, use the current volumes to interpolate, using last year’s information, whether it is low medium, 
or high volume. 

Finally, prior to a site visit, the survey team should ensure that the automated cost survey model for the 
assigned site is on the staff’s laptop computer.  

CalRecycle must send a notification letter completed by CalRecycle to each site surveyed. Notification letters 
should be mailed at least one month in advance of the beginning of the pre-site visit contact in order to 
provide sufficient preparation time for site management. A notification letter should identify the reasons  
why allowable cost surveys are performed, and indicate when the survey will be conducted. Additionally, the 
letter should describe which financial and payroll records are required to complete the cost survey. Finally, a 
description of the type of interviews that will be conducted should be included. 

Prior to the visit, the survey team should confirm each site visit with site management by either telephone or 
facsimile. The team should arrange a specific date, time, and location to meet a contact for the site. Further, 
the team should obtain accurate directions to the site. 
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On-Site Visit Procedures 

Touring the facility and site 

At the site, the survey team should: 

 Introduce all survey team members to site management and exchange business cards. One of the 
interviewers should provide a brief overview of processing fees and handling fees, and describe the 
purpose of cost surveys. The team also should attempt to answer any preliminary questions site 
management may have regarding the allowable cost survey process. During this introductory meeting, 
the team should attempt to obtain a general understanding of the nature of the business. 

 Conduct a site walkthrough with site management to inquire about the site’s operations and both team 
members should take notes. The team should be accompanied by site management during the 
walkthrough, inquire about the site's operations. 

During the walk through of the yard and general offices, and using checklists for each material type, the survey 
team should: 

 Confirm what everyone does 

 Observe operation of the recycling and processing functions 

 How do they buy/weigh material? 
 How/where do they pay for the material? 
 Look at the equipment – is it depreciable? Equipment purchases made during the cost year should be 

noted. Old equipment is often fully depreciated. 
 Are customers or staff sorting materials? 

 Determine if anyone is performing inappropriate tasks (e.g., tasks for another business not related to 
beverage container recycling) 

 Determine what entity ships IN and OUT – the recycler/processor or others? 

The following are questions that should be asked during the walkthrough. These answers should be compared 
to confirm if they conform to other data. All of these questions must be answered in the Site Memorandum. 

 How long has site been in existence? Does this conform to our data? 

 How many employees? 

 Types of materials purchased? Does this conform to our data? 

 Changes since last year? 

 Shipping/Freight – do you operate your own equipment or does someone else haul your material? 

 Do you pay transportation charges? 

 Does the buyer of your material pay for the transportation? 

 Is there a SVD (scrap value deduction) or are you paid less per pound? 

 From whom does the recycling center purchase material, consumers vs. other recyclers? You do not 
need specific names but how many? 

 To whom does the recycling center sell material? 

 Do you have any equipment that is not used for all materials? Identify any equipment that is not used 
for all material types or other business(es) on the Site Equipment List. 
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 Is your equipment/vehicle fleet owned or leased? If leased, is the lease from a third party or a related 
parent or subsidiary company? 

During the walk through staff should: 

 Complete the following forms during the visit (each of which is a MS Word template): 

 Site Equipment List (an MS Word template, Site Equipment List Template.dot) 
 Site Memorandum (an MS Word template, Site Memorandum Template.dot), sections A and B. 

Determining Site Costs 

Following the site walkthrough, the survey team should review the site's financial information to identify 
costs, and should request copies of all appropriate financial documentation. A team member should interview 
site management to understand the site's financial data. Specifically, the interviewer should categorize costs 
into allowable cost categories, and identify all direct costs associated with the business. The interviewer should 
use the automated cost survey model to input results of the interview. The survey team should key enter in 
the cost model the financial information provided by site management.  

 If not already obtained and key entered prior to the on-site visit: 

 Request copies of all appropriate financial documentation, review the site’s financial information  
to identify costs, and categorize costs into allowable costs categories 

 Obtain employee wages and hours for any employee who worked at the site during the year for  
which costs are being measured.  

Determining Labor Hour Allocation 

During a separate interview with site management, the survey team should obtain employee wages and hours 
for any employee who worked at the site during the year for which costs are being measured. The critical 
component of the on-site survey is to determine the portion of time each employee spends on CRV and non-
CRV activities. This is done by asking site management what each employee did during the year, and 
recording the answers on the labor worksheet. These labor interviews can be conducted simultaneously with 
the financial review interviews, provided that another manager or supervisor at the site can provide the 
necessary information on each employee's time. 

Post-Site Visit Procedures 

Following the site visit, the survey team should enter all financial and labor information into the cost model, 
and review the results. The survey team should print a copy of the automated cost survey model output. A site 
file then should be fully assembled, indexed, and completed (described in Module 3). 

Finally, senior cost survey staff should perform a home office audit review of the site file for completeness and 
reasonableness (described in Module 16). The purpose of this review is to ‘double check’ that procedures were 
followed, assess if the automated cost survey model was correctly completed, and evaluate the reasonableness  
of the cost per ton for each CRV material and per container. 
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Schedule 

Estimated module time: 2 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Review fundamentals of a cost survey Lecture 30  

2. Do work assignment #1 – Review site files completed during the prior 
statewide cost survey 

Self Study/Reading 60  

3. Do work assignment #2 – Answer questions testing site survey  
procedure knowledge 

Work Assignment 

 

20 

4. Review results with other participants Self Review 10 

 Totals 120 
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Readings and Handouts 

1. Sample notification letter 

2. Cost Survey Site Procedures 
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Handout 1 
Page 1 of 2 

 



Module 2 

Department of Resources Recycling and Recovery Page 2.12 CalRecycle 

Handout 1 
Page 2 of 2 
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Handout 2 
Page 1 of 1 
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Work Assignments 

1. Review site files completed during the prior statewide cost survey 

2. Answer questions regarding site survey procedure knowledge 
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Work Assignment 2 

Answer Questions Regarding Site Survey Procedure Knowledge 

True or False 
1. ____ The documentation of the site’s cost and labor hour interviews can be performed simultaneously. 

2. ____ It is best to write down the results of a cost or labor interview and later input these results into the 
automated model. 

3. ____ CalRecycle must mail a notification letter in advance of the site team’s visit, informing site 
management about the cost survey. 

4. ____ The survey team must review the results of the survey with site management. 

5. ____ Prior to arriving at a site, the survey team should obtain the partially completed file for the site. This site file 
will include contact information obtained to schedule the site visit. The survey team also may place required 
information acquired in advance of the visit, including any partially completed site activity description. 

6. ____ The first step in the on-site survey is to introduce the survey team and review the purpose of the visit 
with site management. 

7. ____ Site management most likely will be a cashier who runs the buyback center. 

8. ____ The survey team should always obtain a signed affidavit from site management. 

9. ____ Upon completion of the on-site visit, the survey team should review results of the automated cost survey 
model, as well as all information obtained from site management, for reasonableness and accuracy. 

10.____ The home office review is the initial time which the survey team assures that CRV material cost per 
ton results are reasonable. 

11.____ The survey team should determine the recycler's scrap value based on the recycler's total tons of each 
CRV material purchased and total scrap paid for each CRV material. 

12.____ The Site Memorandum is primarily used to record the name, address, and phone number of the 
contact person, and the total tons of materials recycled at the site. 

13.____ If problems are encountered at the site that involve how to calculate costs, the survey team should 
wait until they get back to the CalRecycle office to resolve them with the team leaders. 

14.____ It is not always necessary to identify every employee who worked at the site during the year for which 
costs are being measured. 

15.____ Because cost information is entered into the automated cost survey model, it is not necessary to 
identify the source financial documents. 

16.____ Labor interviews with site management are intended to determine the proportion of each employee's 
time that was spent handling CRV and other materials. 

17.____ The redemption weight of each CRV material is input into the cost survey model and is used to 
allocate the indirect costs of the site to each CRV material. 
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Module 3 
Workpaper Techniques 

Objective: 
 Teach proper workpaper techniques 

Key Topics: 
 Generating workpapers during the cost survey  

 Footnoting 

 Creating and indexing a site file  

 Cross referencing  

 Assembling and labeling a site file  

 Performing desk review and sign-off (initial and date) 

 Performing home office review and sign-off (initial and date)  

 Clearing review notes 

Curriculum Materials: 

Reading List/Handouts: 

1. Audit Working Papers; Examination of the General Records 

2. Working Paper Basics 

3. Site index 

Work Assignments: 

1. Prepare File Activity Sheet 

2. Review an actual site file and present review to all training participants 
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Key Topics 

Generating Workpapers During the Cost Survey 

Workpapers document procedures performed by a survey team during the cost survey and support the results 
of a cost survey. Workpapers include photocopies of documents provided by a site’s management, and 
additional documentation generated by the survey team. The survey team’s workpapers should be completed 
on the Site Memorandum, other required site forms, and the cost model's Excel spreadsheets. Workpaper 
assembly involves documents provided by site management and those generated by the survey team. 

Assembling documents provided by a site’s management: 

 Documents supporting financial information (e.g., financial statements, depreciation schedules) 

 Documents supporting labor wage and hour information (e.g., payroll registers, State DE-3s) 

 Other miscellaneous documents (e.g., brochures, and pamphlets) 

 One business card. 

Generating documents during pre- and on-site visit: 

 Site Memorandum 

 Site Equipment List 

 Automated cost survey model file and backup media 

 Footnotes (included in cost survey model on first page) 

 Supporting calculations, forms, schedules 

 Recycler Written Records Laws survey. 

Survey teams must prepare a site file for each site surveyed. This module addresses how workpapers should be 
organized and indexed into a separate site file. It is necessary for workpapers to be comprehensive and 
prepared properly. 

Most workpapers are obtained from site management, or are generated by the survey team on-site. However, 
the automated cost survey model output, and other computer generated information (e.g., Site ID and 
Volumes Sheet, and footnotes) are printed in the office after the site visit. DOC staff and other third parties 
may refer to site files in the future for: (1) subsequent cost surveys, (2) follow-up studies, and (3) litigation 
support activities. 

Footnoting 

Footnotes are brief written explanations used to clarify ambiguous or unclear information in the cost survey. 
They provide support of results or conclusions made by the survey team. Where possible, footnotes should 
not exceed two sentences. When a footnote cannot fully support a conclusion, interviewers should use the 
“problems encountered and solutions” section of the Site Memorandum. 
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Footnotes should be used to provide detail concerning imputed costs, non-allowable costs, related party 
transactions, or employee activities. Further, footnotes should be used to describe how costs are directly 
assigned by site team to a CRV material. For example, the footnote might explain that: 

“Bob, the owner, indicated that the $40,000 of depreciation for a conveyor system indicated 
on depreciation schedule is for the materials recovery facility operated at the site.” 

Interviewers may input footnotes in the direct Cost Input Sheet of the automated cost survey model, and on 
the hard copy printout of the cost model. The interviewer should provide a reference in the footnote to relate 
the footnote to a location in the model’s output (e.g., for the direct Cost Input Sheet a cell row and column, 
and for the Labor Input Sheet an employee name). 

In many cases, interviewers will need to handwrite a footnote on site management provided hard copies. 
Handwritten footnotes may be used when a survey team member prepares a separate schedule or calculation 
sheet. In these cases, tickmarks should be placed in red pencil immediately next to the referenced figures or 
data. A matching tickmark also should be placed at the beginning of the related footnote. The footnote 
should be written at the bottom of workpaper that the footnote is referenced from (refer to the reading titled, 
Working Paper Basics, for a further discussion of tickmarks). 

Creating and Indexing a Site File 

To maintain consistency in organizing site files, a standard indexing procedure is used. All site files should  
be ordered and labeled the same way. Each section in a site file is indexed with a letter prefix, and sometimes a 
number suffix (e.g., B. 1.2). Actual completed site files from the prior processing fee cost surveys will be 
provided during training as examples.  

The index used for cost surveys is as follows: 

Left Side of Site File 

Code  Content 

Right Side of Site File 

Code Content 

A Cost Survey Site Procedures 

B Site Memorandum 

C Processing Fee Model 

D Site Equipment List 

1 Labor Information 

2 Financial Statements 

3 Depreciation Schedule 

 

Workpapers must be arranged in the site file according to this index. Each sheet should be titled in the 
bottom center and labeled with an index number in the bottom right hand corner. The output of the 
automated cost survey model is labeled “Processing Fee Model” and indexed “C”. 
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Each workpaper should support the workpaper it is indexed under, and multiple pages of a workpaper should 
be labeled consecutively (i.e., 1/3, 2/3, 3/3). For example, a site’s two-page financial statement would be 
indexed at the bottom right corner as 2 1/2 and 2 2/2. For the same site, a three-page depreciation schedule 
supporting the depreciation expense on the site’s financial statements would be labeled 3 1/3, 3 2/3, and 3 
3/3. The reader should refer to pages 11-16 in Working Paper Basics for a general discussion of indexing. 

Both members of the on-site survey team must: 

 Assure that each workpaper supports the workpaper it is indexed under, and label multiple pages of  
a workpaper labeled consecutively (i.e., 1/3, 2/3, 3/3) 

 Sign-off on all workpapers by initialing and dating each workpaper in the bottom, right-hand corner  
of the sheet 

 Cross reference any item to reference(s) in other workpapers: 

 Place a corresponding cross-reference on both workpapers each time information is referenced  
from one workpaper to another workpaper 

 Use the “envelope technique” for cross-references documents depending on the location of a 
reference to the item being referenced 

 Any reference written to the right or below the number indicates that the amount is going to  
that summary workpaper  

 Any reference written to the left or above the number indicates that the amount is coming from 
that summary workpaper 

 Make both references so any reader can follow the flow of workpapers 

 Assure information on one workpaper agrees with that on another workpaper: 

 Indicate where numbers or data originated (where the supporting detail is located) 
 Indicate where amounts are summarized in workpapers 

A survey team member should sign-off on all workpapers by initialing and dating each workpaper in the 
bottom right hand corner of the sheet next to the index number. This sign-off confirms all information 
contained in the workpaper is accurate and complete. 

Cross Referencing 

Cross referencing is the process of assuring information on one workpaper agrees with that on another 
workpaper. Cross referencing has two purposes: (1) to indicate where numbers or data originated (i.e., where 
the supporting detail is located), and (2) to indicate where amounts are summarized in workpapers. 

An amount supporting a total located on another workpaper should be cross-referenced between workpapers. 
This is accomplished by placing the workpaper index next to the cross-referenced amount. 

Two rules for cross references are: 

 A rule used when cross referencing is that any reference written to the left, or above an amount, 
indicates the amount is from that workpaper.  

 Any reference written to the right, or below the number, indicates that the amount is going to that 
summary workpaper.  
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Each time information is referenced from one workpaper to another workpaper, a corresponding cross-
reference must be placed on both workpapers. It is important to make both references so a reviewer can follow 
the flow of workpapers. 

Because most information requiring cross referencing is in the automated model’s output, team members 
will need to cross reference only in some cases. For example, where a separate schedule is developed by the 
survey team to provide support to reconcile payroll register wages to the financial statement, it should be 
properly cross referenced to the hours on the model’s labor input sheet output. Further, where figures are 
noted in the Site Memorandum, interviewers should cross reference these figures to the model’s output 
sheets. Staff should review pages 10-12 of Working Paper Basics (a handout to this module) for additional 
cross-referencing procedures. 

Assembling and Labeling Site File 

Each site file should be organized into an audit folder according to the site index. Site files must be labeled 
with the site’s RC number, company name, and the audit year on the outside front cover of the audit folder.  

The outside back cover also should be labeled with the company name and certification number(s) in the top 
left corner to read when the site file is stored in a file cabinet or storage box. This external labeling is typically 
already done before the survey team receives the site file. 

Performing Desk Review and Sign-Off (Initial and Date) 

To complete the site file, the survey team should conduct a desk-review of the site file (as described in Module 
15). During this review, the survey team verifies procedures were followed, confirms no errors are apparent, 
and performs a reasonableness check. 

To verify procedures were performed, survey team members should complete the Site Procedures form (Site 
Procedures Template.dot MS Word template). For each procedure on the form, team members should provide 
a workpaper reference matching the index of workpapers generated from that procedure. Team members also 
should sign-off by initialing and dating when the procedure was completed. 

Performing Home Office Review and Sign-Off (Initial and Date) 

A home office review should be conducted by project management after the survey team has completed the 
site file. During this review, project management will determine if all procedures were performed correctly, 
whether the site file is complete, and if cost results are reasonable (as discussed in Module 16). Project 
management should prepare a sheet noting any problems discovered in this home office review and place it at 
the front of the site file. Project management should initial and date the note sheet. To clear the project 
management review notes, the survey team must correct or reconcile each problem. 

Clearing Review Notes 

The survey team should respond to problems listed on the note sheet prepared in the home office review. 
When a problem is corrected or reconciled by a survey team member, the survey team member should initial 
and date on the note sheet that the problem was addressed. The site file should be resubmitted until all notes 
are cleared, at which point the note sheet is removed and the site file is complete. 



Module 3 

Department of Resources Recycling and Recovery Page 3.7 CalRecycle 

 Schedule 

Estimated module time: 2.2 Hours  

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Introduce module Lecture 20 

2. Read Audit Working Papers and Working Paper Basics Reading 20 

3. Read key topics, handouts Reading 10 

4. Do work assignment #1 – Prepare File Activity Sheet  Work Assignment 15  

5. Do work assignment #2 – Review an actual site file and present review to 
all training participants 

Work Assignment 45 

6. Review results  Q & A 20 

 Totals 130 
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Readings and Handouts 

1. Audit Working Papers; Examination of the General Records 

2. Working Paper Basics 

3. Site file index 



Module 3 

Department of Resources Recycling and Recovery Page 3.10 CalRecycle 



Module 3 

Department of Resources Recycling and Recovery Page 3.11 CalRecycle 

Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 1 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 2 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 3 



Module 3 

Department of Resources Recycling and Recovery Page 3.14 CalRecycle 

Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 4 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 5 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 6 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 7 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 8 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 9 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 10 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 11 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 12 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 13 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 14 



Module 3 

Department of Resources Recycling and Recovery Page 3.25 CalRecycle 

Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 15 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 16 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 17 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 18 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 19 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 20 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 21 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 22 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 23 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 24 
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Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 25 



Module 3 

Department of Resources Recycling and Recovery Page 3.36 CalRecycle 

Handout 1 

Insert Audit Working Papers; Examination of the General Records 

Page 26 
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Handout 2 

Insert Working Paper Basics 

Page 1 
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Handout 2 

Insert Working Paper Basics 

Page 2 
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Handout 2 

Insert Working Paper Basics 

Page 3 
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Handout 2 

Insert Working Paper Basics 

Page 4 
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Handout 2 

Insert Working Paper Basics 

Page 5 
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Handout 2 

Insert Working Paper Basics 

Page 6 
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Handout 2 

Insert Working Paper Basics 

Page 7 
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Handout 2 

Insert Working Paper Basics 

Page 8 
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Handout 2 

Insert Working Paper Basics 

Page 9 
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Handout 2 

Insert Working Paper Basics 

Page 10 
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Handout 2 

Insert Working Paper Basics 

Page 11 
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Handout 2 

Insert Working Paper Basics 

Page 12 
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Handout 2 

Insert Working Paper Basics 

Page 13 
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Handout 2 

Insert Working Paper Basics 

Page 14 
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Handout 2 

Insert Working Paper Basics 

Page 15 
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Handout 2 

Insert Working Paper Basics 

Page 16 
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Handout 2 

Insert Working Paper Basics 

Page 17 
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Handout 2 

Insert Working Paper Basics 

Page 18 
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Handout 2 

Insert Working Paper Basics 

Page 19 
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Handout 2 

Insert Working Paper Basics 

Page 20 
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Handout 2 

Insert Working Paper Basics 

Page 21 
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Handout 2 

Insert Working Paper Basics 

Page 22 
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Handout 2 

Insert Working Paper Basics 

Page 23 
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Handout 2 

Insert Working Paper Basics 

Page 24 
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Handout 2 

Insert Working Paper Basics 

Page 25 
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Handout 2 

Insert Working Paper Basics 

Page 26 



Module 3 

Department of Resources Recycling and Recovery Page 3.63 CalRecycle 

Handout 2 

Insert Working Paper Basics 

Page 27 
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Handout 2 

Insert Working Paper Basics 

Page 28 
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Handout 2 

Insert Working Paper Basics 

Page 29 
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Handout 2 

Insert Working Paper Basics 

Page 30 
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Handout 2 

Insert Working Paper Basics 

Page 31 
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Handout 2 

Insert Working Paper Basics 

Page 32 
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Handout 3 

Site File Index 

Left Side of Site File 

Code Content 

Right Side of Site File 

Code Content 

 * File Activity Sheet 
* Cost Survey File Index – Left Side 

 * Cost Survey File Index – Right Side 

A Cost Survey Site Procedures 

B Site Memorandum 

C Processing Fee Model 

D Site Equipment List 

1 Labor Information 

2 Financial Statements 

3 Depreciation Schedule 

 

* Cover sheets 
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Work Assignments 

1. Prepare File Activity Sheet 

2. Review an actual site file and present review to all training participants
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Work Assignment 1 

Prepare File Activity Sheet 

Acme Metals and Salvage 

Using the information provided below, prepare a File Activity Sheet for Acme Metals and Salvage. 

In 2011, Mr. Jones and Mr. Hall conducted a cost survey of Acme Metals and Salvage, RC 007. The site is 
located at 100 Mile Road, Downtown, CA, 90000. The primary contact person is Mr. Wilson. 

On 7/27/11, Mr. Jones made contact with Will Wilson at (916) 555-1212, and set up a site visit for 8:30 on 
August 3, 2011. On 8/3/11, the survey team met with Will, conducted a site tour, received labor information, 
and completed labor hour interviews. On 8/10/11, Mr. Jones made a follow up telephone call to Will Smith 
to confirm some of the information contained in the financial statements. On 8/14/11, the survey team 
received the 2010 Federal Income Tax Form 1120 for the site. On 9/8/11, Mr. All Allan, CalRecycle, 
checked out the site file for a quality control review. 

Results will be used for the processing fee year 2010.  
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Work Assignment 1 
Page 2 of 2 
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Work Assignment 2 

Review an Actual Site File and Present Review to All Training Participants 

You will be given a completed site file from a prior processing fee allowable cost survey, and asked to review 
and present the site to all of the other training participants. You will have about five minutes to present your 
site review. Provide the name and brief description of the site, and then present any characteristics about the 
site that you find relevant to issues arising during a cost survey. This may include problems and solutions 
presented in the Site Memorandum, unusual characteristics of the site that may have made the on-site survey  
a bit difficult, and other issues you believe the other participants should know about. 
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Module 4 
Interviewing 

Objectives: 
 Enhance interviewing skills, and provide guidance on how to obtain correct and meaningful cost  

survey data 

 Understand the operations and outputs of the automated cost survey model 

Key Topics: 
 Preparing for interview with site management: 

 Understand processing fees 
 Understand site (CRV-type material weights, certification number, prior surveys) 
 Obtain an initialized automated cost survey model for the site 

 Conducting interviews: 

 Describe purpose, scope, and time period of the cost survey 
 Use active listening skills 
 Allow time for a considered response 
 Take notes 
 Clarify cost and labor information 
 Review interim results of model for reasonableness 

 Using the automated cost survey model 

 Summarizing the interviews: 

 Review results generated by the model 
 Formalize and structure notes taken into the File Activity Sheet and Site Memorandum 
 Confirm labor hour allocation and cost per ton results with interviewee, where possible 

Curriculum Materials:  

Reading List/Handouts: 

1. Interviewing 

2. General interviewing tips 

3. Active listening techniques 

4. Processing fee automated cost survey model 
walkthrough — schedule and overview 

5. How to print cost model 

6. Labor input sheet useful to manually record 
interview results 

7. Checklist of cost survey supplies 

Work Assignments: 

1. Conduct role playing exercises 

2. Complete interview skill development quiz 

3. Practice entering cost and labor data into 
automated cost survey model  
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Key Topics 

Preparing for Interview with Site Management 

This module focuses on enhancing interviewing skills as a way to obtain correct and meaningful cost survey 
data. Several interview techniques are described which can assist the survey team in many aspects of cost 
surveys, including but not limited to: interviews during a site tour, interviewing site management about cost 
and financial data, interviewing supervisory personnel regarding the allocation of labor time to CRV and 
other activities. 

Critical to success of an interview is preparation. Prior to conducting any cost surveys, the survey team should 
understand processing fees and handling fees, and recognize how costs of recycling are a component of 
determining both fees. When the survey team understands processing fees and handling fees, they can answer 
questions about the purpose and intent of cost surveys. 

Before conducting a site’s cost survey, the survey team should know the recycling volumes and review 
previously completed cost survey site files for the site in advance of the site visit. Prior site knowledge allows 
the survey team to ask questions related to a site’s operations which facilitates gathering more information. 

The survey team then can relate field observations to the site’s financial data when conducting the site tour. 
For example, prior to a site walk-through the survey team might have reviewed a depreciation schedule that 
listed all of a site’s recycling equipment. During the site walkthrough, the survey team could compare specific 
equipment items from the depreciation schedule to those observed in the field, and ask questions to clarify 
any potential discrepancies. 

Similarly, the survey team might observe more laborers at a site than what shows on payroll records (W-2s, 
ADP payroll records). This discrepancy might suggest some laborers are paid cash, or that some are 
temporary, and, therefore, not listed on the payroll. It may also suggest a change in business volumes from the 
prior calendar year for which costs are being obtained. 

Prior to a site visit, the survey team should ensure that the cost model for the site is populated with the RC’s 
name, certification identifier, and volumes of CRV material redeemed during calendar year 2008.  

Additionally, latest available CRV weight data provided on the cost model for the site should be checked. The 
survey team should review this weight data to understand the relative size of the site and the mix of CRV 
materials collected. 

Survey team members should thoroughly practice performing interviews using the hard copy labor hour 
allocation form. You will use the hard copy for the labor allocation interview because time and physical 
constraints at the site prevent key-entering labor allocation interview data directly into the laptop computer.  

The survey team also should understand the model’s organization, location of input fields and output sheets, 
and how to navigate among the input sheets. This allows the survey team to be fluent with the model. 

Before arriving at the site, survey team members should decide who will do cost interviews and who will do 
labor interviews. The interviewing handout in this module provides other preparation tips. 
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Conducting Interviews 

A few techniques can enhance the quality of information obtained during an interview while encouraging 
active participation from a site’s management. During an interview, the survey team should: 

 Describe the purpose, scope, and time period of the cost survey. At the beginning of the site visit, the 
survey team should describe to site management the purpose, scope, and time period of the site surveys, 
and the timing of the resulting processing fees and handling fees. The survey team should assure site 
management that a site’s results are confidential, and that all results will be presented only in aggregate. 
The survey team should assure site management that the purpose of this site visit is to obtain cost 
information for the processing fee and handling fee calculations. This is not an audit, enforcement, 
or compliance visit. The survey team should remind site management that they are eligible to receive 
the processing payment or handling fee that is established as a result of the cost surveys. The survey 
team also should briefly describe the sample design and selection process (e.g., sites were selected randomly 
so as to represent a cross section of all RCs). 

 Use active listening skills. Active listening refers to a level of listening where people refrain from 
evaluating a speaker’s words and place themselves in speaker’s position, attempting to understand the 
other’s point of view (see attached list of active listening techniques included as a handout in this module). 
Active listeners take in main ideas, acknowledge and respond when spoken to, avoid distractions, maintain 
eye contact, are empathetic to a speaker’s thoughts, and suspend their own thoughts to give attention solely 
to listening. 

Active listeners also seek to clarify a response. For instance, the survey team asked, “Of the time Laborer A 
spent on CRV activity, how much time did she spend on aluminum?” The interviewee responded, “about a 
third.” Using active listening, the survey team clarified the response by reiterating “so 33 percent of Laborer 
A’s CRV time was spent on aluminum activities?” 

 Allow time for a considered response. This technique is critical to obtaining complete and accurate cost 
survey data. By allowing the interviewee to complete a response prior to interruptions, the survey team 
often will obtain more complete information. Only after an interviewee finishes a thought should the 
interviewee clarify the thought, or move to another question. 

Interviewees may need to research questions. For example, if the survey team asked, “What does this 
insurance expense relate to?” a site manager may need to review accounting records to better understand 
the expense. Where significant research is required, it is advisable for the survey team to revisit it once all 
questioning is complete. 

 Take notes. The survey team should always take effective notes throughout the interview. The survey team 
should have an ample supply of paper available, and responses from the interviewee should be documented. 
The survey team should indicate the certification number of the site (e.g., RC1234) on the bottom right 
of each page of notes. Interviewers should capture main points rather than noting everything an interviewer 
says. Notes should be sufficiently-spaced throughout the page and never crammed onto one page. The survey 
team should not hesitate to interrupt an interviewee to ask for time to finish documenting a thought or 
response. If two staff are conducting the interview, either may ask questions that continue the main 
interviewer’s train of thought. The staff asking the question should document the answer to his/her question. 

 Clarify cost and labor information. After financial and labor information is obtained from site 
management, the survey team should clarify cost and labor information with site management. Modules 9 
and 10 describe steps the survey team should take to determine what costs are and how they are allocated to 
material types. Module 12 summarizes how site management is interviewed to determine the allocation of 
labor hours and wages to each material type. 
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During interviews, the survey team should ask questions to thoroughly understand all cost and labor  
items. For example, the survey team might ask, “Are all costs reported on this income statement,” and an 
interviewee might respond “Yes, most of them.” The survey team should continue probing the interviewee 
by asking “Can you identify and quantify any additional costs not reported in the income statement?” 

Similarly, an owner’s salary may not be identified on the financial statements. The survey team might ask, 
“If the owner didn’t take a salary, did the owner draw cash from the company during the year?” If the 
interviewee indicates no draws were taken, the survey team might ask, “If no owner draws were taken, 
“How did she compensate herself for her time and efforts?” 

An interviewee’s response during a financial or labor interview may conflict with what the survey team 
observes during the site tour. It is important for the survey team to clarify and question observations. For 
example, the survey team might ask, “Of the items shown on the depreciation schedule, which are related 
to CRV recycling activities?” The interviewer might respond “I don’t think any are.” If this information 
conflicts with an observation, the survey team should not simply accept the answer, but ask “I observed a 
glass crusher during the site tour. Wasn’t that used for CRV containers?” In some cases, additional 
explanation might be required for the interviewee to understand a question or to assure his/her own 
responses are accurate. 

 Review interim results of model for reasonableness. It is not likely that the survey team will have the 
time, while at the site, to input labor and other cost data into the cost model. If you are able to do so, while 
at the site, you can review results produced by the automated cost survey model at an interim time during 
the survey to determine if any problems have occurred. It is recommended that the survey team not break 
the continuity of an interview, but instead perform this check during a planned or natural break. 

During this interim review, some problems may be obvious if a “flag” has appeared on the automated cost 
survey model. Examples of problems which are not as easily detected include: (1) wages from payroll 
records do not equal wages shown on financial records, or (2) total costs from the model do not match total 
costs shown on financial statements. If any data appear unreasonable, interviewers should check all data 
inputs to the model and correct any problems before continuing. 

Using the Automated Cost Survey Model 

The survey team will use the automated cost survey model to record the financial and labor hour information 
obtained during the on-site visit. To conduct on-site interviews and then key enter results efficiently, the 
survey team should thoroughly understand the organization and operation of the model. “Hands on” training 
will be provided throughout training to teach trainees how to use the model. 

In general, the model is designed to compute the cost per ton to recycle each CRV material (i.e., aluminum, 
glass, and plastic) and for all containers redeemed from data input by the interviewer. The survey team must 
input labor and cost data into fields, which are discussed below. The names of the tabs (Excel worksheets), as 
they appear within the Microsoft Excel cost survey workbook, are noted in bold face type.  

In advance of each site visit, the interview team will be provided a cost model for each site that will contain 
site identification and volume (pounds) data already included on the model. This relieves the survey team 
from having to enter these data. 

 Site activity description. The Site ID and Volume sheet contains a summary of the site’s CRV volumes,  
as well as the site’s certification identifiers and company name. 

In addition, the project team will have entered the redemption weight and site-specific commingled rates 
for all CRV materials provided by DOC on the Volume Data tab prior to the survey team receiving the 
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cost model. The model uses redemption weights as the denominator in the calculation of CRV material 
cost per ton. Further, site-specific commingled rates are applied to certain labor allocation percentages to 
determine the allocation of a laborer’s time to CRV materials. This information is summarized on page 1 of 
the model’s output. 

 Labor information. A “data input form” on the Labor Input Sheet is used to input each employee’s wages, 
hours, and the percent allocation of labor hours to each material type or other materials/business. It is best 
to use a hard copy of this form while conducting interviews with site management, and then key enter the 
labor hour allocation information directly into the cost model. The model then allocates each employee’s 
wages to each material type, and uses the combined percentage of labor hours for all employees to allocate 
all other indirect costs to each material type or to non-CRV/other business. 

 Cost information. A site’s allowable costs are identified from financial information provided by site 
management (e.g., audited financial statements, or tax returns). During an interview with site management, 
the survey team categorizes these costs into allowable cost categories and inputs these results into the model 
using the Cost Input Sheet. The survey team also interviews site management to identify any cost which 
can be directly associated with any one of the CRV material types, to all CRV material types, or to non-
CRV materials/other business. Results of this questioning are inputted into the Recycler Direct Costs sheet.  

Summarizing the Interviews 

If the survey team had time to enter labor and cost data into the cost model while at the site, the survey team 
can review results generated by the model at the end of the site visit. Interviewers also should formalize and 
structure notes taken during the visit into the Site Memorandum. Finally, the survey team should confirm that 
all financial data, labor hours, labor wages, and labor allocation percentages appear reasonable. 

The survey team can verbally review the cost-per-ton results with site management. The survey team should 
note on the Site Memorandum any relevant explanation given by site management regarding the results. 

Where possible, if the survey team believes costs for any of the CRV materials appears unreasonable, the 
survey team should research the data in the model, identify apparent issues or inconsistencies, attempt to 
reconcile inconsistencies with site management, as necessary, then resolve the issue with required corrections 
to data entered into the cost model. This will require that the survey team telephone site management after 
leaving the site and after reviewing results produced by the cost model. The survey team MUST make every 
feasible attempt to clarify with site management those data site management provided (or did not provide) 
that may be causing unreasonable results.  
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Schedule 

Estimated module time: 4.8 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Introduce module Lecture 20  

2. Read key topics, handouts Reading 30 

3. Do work assignment #1 – Conduct role playing exercises Role Playing 30  

4. Do work assignment #2 – Complete interview skill development quiz Work Assignment 10  

5. Do work assignment #3 – Practice entering cost and labor data into  
automated cost survey model (Handout 4 has schedule) 

Work Assignment 200  

 Totals 290 
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 Readings and Handouts 

1. Interviewing 

2. General interviewing tips 

3. Active listening techniques 

4. Processing fee automated cost survey model walkthrough — schedule and overview 

5. How to print the cost model 

6. Labor input form (useful to manually record interview results) 

7. Checklist of cost survey supplies 
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 Handout 1 
Page 1 of 3 

Interviewing 

Before conducting the on-site interviews, familiarize yourself with the site using as much advance information 
as you can get. This includes reviewing recycling volumes on the cost model for the site, plus information 
from a prior cost survey done at the site, if the site was visited during a prior cost survey. The survey team 
should verify that volume data for the site are in the cost survey model before conducting the on-site visit. 

Depending on site-specific characteristics, one person on the survey team can be responsible for obtaining 
and reviewing financial information at the site, while the second person can be responsible for obtaining 
payroll records and interviewing site management to determine each employee’s allocation of time to CRV 
and other materials. This approach should be decided by each cost survey team. A new team member may 
want the more experienced member to conduct the initial interviews. 

If it is necessary for both team members to attend financial and labor interviews of site management, both 
persons should be responsible for asking questions and taking notes. During the labor activity interview, one 
person should be responsible for recording answers on the hard copy labor input form, then either person can 
enter labor information on the automated model. Both team members should be responsible for taking any 
notes (e.g., what an individual employee is responsible for, or how multiple employees’ performing identical 
tasks are grouped for purposes of entering data on the automated model). 

Specific suggestions for preparing for and conducting the interviews are provided below: 

Prepare for the Interview 
 Clearly identify the objectives of the intended interview. Otherwise, it will be difficult to identify who is 

the best person to interview at the site, and difficult to get the required information. 

 Understand the types and models of equipment and orientation in real situations, to help determine what 
should be observed and recorded during the site visit. 

 If it is not obvious, find out the duties and responsibilities of the people that you will be interviewing. 

 Confirm the specific time and place for the meeting, providing sufficient notice for the participant(s). 

 Use a hard copy of the labor input sheet to record results of labor allocation interviews. The hard copy 
form mirrors the Labor Input Sheet. Prepare plenty of hard copies of the labor input sheets. 

 Identify topics that the interview is to cover. The site visit is focused specifically on obtaining costs of 
operation and allocation of employees’ time during the calendar year of interest. 

 Be fully conversant in the use of the automated cost survey model and the hard copy labor input sheets. 

 Confirm that specific cost and labor information needs have been communicated to the interviewee well  
in advance of the interview in order to allow sufficient preparation time. In some cases, site managers 
require that their bookkeeper or CPA be present during the site visit. 

 Understand how to deal with less than cooperative owners. 

 Complete as much of the File Activity Sheet form as is possible (an MS Word template, File Activity Sheet 
Template.dot). This form is filed in the inside of the front cover of the site file holding all site visit workpapers. 
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Handout 1 
Page 2 of 3 

Conduct the Interview 
 Introduce yourself and explain the reasons for the interview and its context within processing fees and 

handling fees. (Confirm that the interviewee received the advance notice of the site visit) 

 Confirm the intended length of the interview 

 Confirm that this visit is about determining recycling costs for purposes of the processing fee. It is also 
important that you remind the site manager of the following: 

 

 

 

 

 

 Put the interviewee at ease and keep the atmosphere relaxed and open. The interview should be a 
discussion, not an interrogation 

 Listen, and try not to anticipate the interviewee 

 During the walkthrough of the site, ask open questions requiring more than just “yes” or “no” answers 

 Allow time for a considered response 

 Rephrase a question if you suspect it has been misunderstood 

 Follow the structure of the cost survey forms provided on the model to keep the discussion on correct 
subjects, but be flexible wherever necessary  

 Ensure that digressions do not take excessive time away from that needed to obtain cost and labor information 

 Separate opinions from objective facts 

 Ask for examples to illustrate difficult and new concepts 

 Obtain copies of financial and payroll records (most preferably, before the on-site visit) 

 Take notes and use headings as reminders of ideas to come back to later 

 Avoid jargon 

 Regularly review with a brief summary of the ground covered, asking if any major point has been omitted 

 Raise and agree on all outstanding issues and, where possible, identify someone who can be approached to 
help resolve them (e.g., payroll hours and wages information is not available) 

 Ask what additional material should be reviewed and if anyone else should be interviewed 

 Prepare the interviewee for the possibility of a follow-up 

 The information provided by the manager will not be publicly disclosed. 

 You are not conducting a financial audit. 

 You are not conducting a compliance or an enforcement audit.  

 The recycling center is eligible to receive the processing fee that is established as a result of these cost surveys.  



Module 4 

Department of Resources Recycling and Recovery Page 4.13 CalRecycle 

Handout 1 
Page 3 of 3 

Summarize the Interview 
 Clarify any outstanding issues 

 Formalize written notes into the Site Memorandum while still at the site 

 Complete the Site Equipment List form (a MS Word template, Site Equipment List Template.dot) 

Confirm the Interview Findings 
 Furnish the interviewee with the resulting estimates of cost per ton and any other results of the model,  

if you had time at the site to enter all data into the cost model, and invite his or her comments 

 Actively follow-up agreements or disagreements with interview findings 

 Put changes into effect 

 Complete Cost Survey Site Procedures checklist (a MS Word template, Site Procedures Template.dot) 

 File a copy of the Cost Survey Site Procedures and Site Memorandum checklist in the site file folder. 
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Handout 2 

General Interviewing Tips 

 Review any materials related to a site prior to visiting that site 

 Be persistent if you experience difficulty understanding an interviewee’s point of view 

 If you have a problem understanding the site manager, do not hesitate asking additional questions to clarify 

 When you do not understand an interviewee, try a different approach 

 Use the automated cost survey model to guide the interviewee 

 Take notes, take notes 
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Handout 3 

Active Listening Techniques 

 Clarify meaning and understanding 

 Refrain from evaluating the speaker’s words and attempt to understand the speaker’s point of view 

 Take in main ideas, acknowledge and respond when spoken to, avoid distractions, and maintain eye contact 

 Allow interviewee to complete a response. Don’t interrupt. 

 Only after interviewee finishes a thought should the interviewer clarify the thought or move to another question 

 Restate the person’s basic idea, emphasizing facts 

 Use noncommittal words and positive tone of voice 

 Summarize major ideas and concepts to confirm your understanding 

 Listen to understand, not to provide opinion 

 Stay focused on a particular point or idea 

 Don’t interrupt 

 Use every opportunity to positively reinforce the interviewee’s behavior, ideas, or actions 
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Processing Fee Automated Cost Survey Model Walkthrough 

Schedule 

Estimated module time: 3.3 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Introduce cost model Lecture 5 

2. Discuss cost model structure and navigation Lecture 15 

3. Review soft copy of an actual site file’s cost model Work Assignment 5 

4. Discuss site identification, recycling volumes, and commingled rate Lecture 5 

5. Enter volume data from an actual site (use December line) Work Assignment 5 

6. Enter employee wages, hours and labor allocation from an actual site Work Assignment 30 

7. Enter financial statement costs from an actual site Work Assignment 15 

8. Enter direct costs from an actual site Work Assignment 5 

9. Compare results of entered data with actual site results Review 25 

10. Repeat steps 5 through 9 Work Assignment 80 

11. Conclude walkthrough Review 10 

 Totals 200 
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Processing Fee Automated Cost Survey Model Walkthrough  
Overview of Input Sheets and Input Information 

The cost model consists of 14 worksheets (MS Excel “tabs”): 

 Three of the 14 worksheets are used by the survey team to input: (1) labor hours and wages, (2) line item 
costs from financial statements, and (3) costs that can be directly allocated. 

 The remaining 11 tabs display results of the cost survey, such as costs per ton by CRV material, BCI  
and AMI percentages, and total site costs allocated to each CRV material.  

The three primary worksheets for data input are the following: 

Labor Input Sheet  

 For each employee that worked during the 
calendar year being reviewed: 

 Name and position 
 Gross wages 
 Hours worked 
 Percent of time spent at the site, recycler, 

processor, other businesses, and unallocated 
 Percent of time spent with non-CRV material 

and each of three CRV material types  

Cost Input Sheet 

 Source of financial information 

 For each line item cost from financial  
source documents: 

 Description 
 Amount 
 Cost category 

 If financial data must be annualized,  
add a worksheet that shows: 

 Partial year amount 
 Cost category 
 Number of months 
 Total amount 

Recycler Direct Costs Sheet 

 Costs that can be allocated directly to a  
CRV material type, beverage containers, 
recycler-only indirect costs, and other 
materials/other business of the recycler 

 

The following two primary worksheets will already be populated with site information: 

Site ID and Volumes Sheet 

Site information, including: 

 General site information  

Fields on this work sheet that are displayed from 
another worksheet include: 

 Resulting site costs per ton for each of  
10 CRV materials 

 Redemption weight by material type 

 Site-specific commingled rate for each  
CRV material  

Volume Data Sheet  

 Received weights for each CRV material,  
by month 

 Redeemed weights for each CRV material,  
by month 
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Handout 4 
Page 3 of 3 

Allowable Cost Survey Model Directorya 

1. Site ID and Volumes Display 

2. Review Sheet Display 

3. Labor Input Sheet Input 

4. Cost Input Sheet Input 

5. Cost Summary Display 

6. Recycler Direct Costs Input 

7. BCI and AMI Percentages Display 

8. Recycler BCI Costs Display 

9. Recycler AMI Costs Display 

10. Recycler Cost Summary Display 

11. Volume Data Input 

12. ALBMModel Display 

13. PlasticModel Display 

14. Results Display 
a Bold-faced worksheets are those worksheets that the survey team must  

complete. All other worksheets shown are populated by the cost model. 



Module 4 

Department of Resources Recycling and Recovery Page 4.22 CalRecycle 



Module 4 

Department of Resources Recycling and Recovery Page 4.23 CalRecycle 

Handout 5 
Page 1 of 2 

How to Print the Cost Model 

This document describes the following two areas of the cost model that relate to printing the cost model: 

 Print the Cost Model Screen 

 Print Information Sheet. 

Print the Cost Model Screen 

To print portions of the cost model, push the blue “Print” button located at the top of the Site ID and 
Volumes sheet. The screen below will appear, providing two print options: 

 Recycler Only – prints only those sheets associated with the recycler (7 sheets) 

 Recycler and Processor – prints those sheets associated both the recycler and processor. You will not 
need to chose this option because processor information will not be collected. 

 

 

 

 

 

 

 

 

 

 

 

 

To select a print option, click one of the two options and select OK. For each option, the model runs through 
a print macro to print the selection. This process may take approximately 60 seconds to complete and prints 7 
pages for recyclers with labor input sheets and cost input sheets that do not exceed one page. 

Prior to starting a print job, the user should make sure that the appropriate default printer has been selected 
for that computer. 
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Handout 5 
Page 2 of 2 

Print Information Sheet 

To identify the actual sheets that are printed from the cost model click Print Information from the Print the 
Cost Model screen. The screen below will appear. For each print option, the model page number, sheet name, 
and macro name are identified. The user can toggle between this Print Information sheet and the Print the 
Cost Model sheet. 

The Print Information sheet remains hidden unless activated from the Print the Cost Model screen. 
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Handout 6 
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Handout 7 

Checklist of Cost Survey Supplies 

 Site folders with site name, address, and cost model for each site with site’s 2010 CRV volumes  

 Blank hardcopy of labor input recording sheet. During the labor allocation interviews, the surveyor  
can record on this blank form results for each site employee, then later enter the answers into the  
Labor Input Sheet of the cost model. 

 Laptop computer and power cord, equipped with: 

– 10-key pad for laptop 

– Extension cord  

– Windows Internet Explorer that is able to connect and transfer to the project’s secure file server 

– Alternate backup media (example: flash thumb drive) 

 Pads of paper to write interview and other notes 

 Pencils and pens 

 Scissors 

 Tape 

 Stapler and staples 

 State of California Travel Expense Claim form 
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Work Assignments 

1. Conduct role playing exercises 

2. Complete interview skill development quiz 

3. Practice entering cost and labor data into automated cost survey model 



Module 4 

Department of Resources Recycling and Recovery Page 4.30 CalRecycle 



Module 4 

Department of Resources Recycling and Recovery Page 4.31 CalRecycle 

Work Assignment 1 

Role Playing Exercises  
(Work in teams of two) 

Each person will be provided an actual site file completed during a prior cost survey. Using skills described in 
this module (i.e., interviewing tips, active listening, allowing time for a considered response, and note taking) 
conduct an interview of another team member regarding the site file. The objective of the interview is to 
obtain as much information from the interviewee about an actual site that was surveyed during a prior 
processing fee cost survey (e.g., how CRV materials are handled). Each person should conduct an interview of 
the other for 15 minutes. 
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Page 1 of 2 

Interview Skill Development Quiz 

Select the best answer to the following questions: 

l. Good interviewers do all of the following except 

a. Document main points with notes 
b. Clarify any unclear or ambiguous information 
c. Suspend own thoughts to give attention solely to listening 
d. Allow time for a considered response 
e. Rephrase a question if the interviewee may have misunderstood the question. 

2. Active listeners frequently: 

a. Insert their opinions into the interview 
b. Take detailed comprehensive notes of each statement made by the interviewer  
c. Nod their heads and smile while thinking how to phrase the next question  
d. Listen to understand what a person is saying 
e. Ask plenty of questions on one topic. 

3. Good listening skills can: 

a. Help you to gain control during an interview 
b. Help you to quickly complete on-site cost surveys 
c. Help you convey information better to site management 
d. Enhance the quality of information obtained during an interview  
e. Both c. and d. 

4. During the cost survey, the survey team does not: 

a. Interview each site employee 
b. Walkthrough the site asking questions to site management regarding a site’s operations 
c. Interview site management concerning labor information 
d. Interview site management concerning financial information 
e. Describe the purpose and intent of cost surveys to site management. 

5. Which of the following is true of the allowable cost survey model? 

a. Labor wage, hour, and allocation information is inputted in a data form 
b. All costs are allocated to material types by labor wages 
c. Site management uses their own allocation basis to allocate labor wages to each CRV material 
d. Labor hour and wage information is directly input from income statements 
e. All key entry errors are automatically flagged. 

6. Which of the following is not true of the allowable cost survey model? 

a. Interviewers have the capability to document footnotes 
b. Interviewers are allowed to input all of the required site activity information  
c. Interviewers can print an output of the model using a macro command  
d. Interviewers can take notes regarding cost assumptions 
e. Interviewers do not input redemption weights for CRV beverage containers. 
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Work Assignment 2 
Page 2 of 2 

7. When conducting interviews using the automated cost survey model, interviewers should: 

a. Manually override BCI and AMI labor allocation percentages when they appear unreasonable to  
site management 

b. Question site management about whether he/she is telling the truth in cases where financial 
information conflicts with field observations 

c. Copy a previously completed site file to a blank disk, then erase the input from the completed site  
to create a blank cost survey template for a new site 

d. Review cost per ton results for reasonableness upon completion of inputs to the model 
e. Break the continuity of an interview to perform an interim check of results. 

8. What should an interviewer do if a site’s depreciation schedule conflicts with equipment observed in  
the field? 

a. Ask site management to explain the difference between the schedule and actual equipment observed 
b. Note any reasons to explain the discrepancy 
c. Ignore the equipment for purposes of the cost survey  
d. Both a. and b. 
e. a., b., and c. 

9. A site manager answered the question “What percentage of time does the employee spend on CRV 
materials,” by saying “almost all of his time.” A good interviewer would do the following: 

a. Conclude that this meant 100 percent of his time 
b. Ask the site manager what percentage time he means by “almost all the time.” 
c. Lead the interviewee by asking, “Is that roughly 90 percent?” 
d. Estimate a percentage from your own site observations 
e. Ask “Well, if you’re not certain what the percent is, does any one around here know?” 

10. A cost survey team member should do all of the following except: 

a. Review any previously submitted financial and payroll information 
b. Review any previously completed allowable cost survey site files  
c. Understand how to input data into the allowable cost survey model  
d. Understand processing fees 
e. Complete the labor allocation data form prior to the site visit 
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Work Assignment 3 

Entering Cost and Labor Data into Automated Cost Survey Model  

The objective of this exercise is to practice inputting cost and labor data. Trainees will be provided two cost 
survey site files which were completed for a prior cost survey. From labor interview forms, trainees should 
input labor wage, hour, and allocation data into the model’s labor input data form. Trainees also should 
practice inputting and categorizing financial information into the cost input sheet. Further, trainees should 
identify direct costs and input these into recycler and processor direct cost input sheets.  

In order to compare the costs per ton by each CRV material that you obtain from this exercise with the cost 
per ton for the actual site you are entering, you must enter volume data into the cost model you are using for 
this exercise. To do this, click on the Volume Data tab of the cost model you are creating. On the December 
line of the recycler volumes tables (those whose column headers are shaded in blue), enter the “redeemed” 
weight (in pounds) you find on the first page of the cost model printout into BOTH the received weight and 
the redeemed weight for each CRV material type. For example, in the 12th row of the columns labeled “AL 
REC” and “AL RED”, enter the total aluminum received weight you find in the first page of printout of the 
cost model for the site you are entering. 

Interviewees then should check the automated model’s material cost per ton results for aluminum, glass, and 
plastic against the results calculated from the prior costs survey. You should compare your BCI and AMI 
percentages with the actual BCI and AMI percentages from the two recycling centers. You should also 
compare the subtotal costs for aluminum, glass, and plastic on the Recycler Cost Summary worksheet with 
actual subtotal costs from the two recycling centers. A group discussion then should be held to discuss any 
lessons learned. 

NOTE: You do not have the site’s actual received weight for each CRV material, only the redeemed weight. 
Therefore, for this exercise, you must enter the site’s redeemed weight as both the received and redeemed 
weights. Because of this, the site’s commingled rate for each CRV material will be 100%. A site’s actual 
commingled rate is typically less than 100%, so your resulting cost per ton will be slightly different than what 
the actual site model shows. 
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Module 5 
Site Tour 

Objective: 
 Highlight how to conduct a site tour 

Key Topics: 
 Recording observations from a walkthrough of the site 

 Identifying major equipment 

 Understanding major site processes 

 Clarifying the types and mix of materials handled 

 Citing relevance of site tour 

Curriculum Materials: 

Reading List/Handouts: 

1. Sample Site ID and Volumes worksheet from the automated cost survey model 

2. Site Memorandum 

3. Site Equipment List 

4. Recycling and processing equipment advertisements 

5. Examples of completed Site ID and Volume worksheets forms (from the automated cost model)  
and site memoranda 

Work Assignments: 

1. Complete Site Equipment List and Site Memorandum exercise 

2. Role play a site tour 

3. Identify terms used at a recycler or processor 
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Key Topics 

Recording Observations from a Walkthrough of the Site 

The survey team should conduct a walkthrough of the site with site management. During the walkthrough, 
the survey team should ask site management clarifying and probing questions to enhance or provide detail of 
site operations and processes. It is recommended that one team member take notes during the walkthrough, 
while another team member questions site management. 

Information from the walkthrough is summarized in the Site Memorandum (see handout in this module). Key 
information the survey team should obtain from the walkthrough includes: 

 A general site description (site size, location, demographics, economics, customer traffic flow, number 
and type of employees) 

 Material types collected, including CRV and non-CRV 

 Estimated mix of CRV and non-CRV material collected 

 Major equipment types  

 Major processes and operations 

 Other business activities not related to handling returned beverage containers. 

Examples of completed site activity description forms from the cost survey model and copies of the Site 
Memorandum are provided as handouts to this module. 

Identifying Major Equipment 

The survey team should identify major equipment used by the recycler (and processor, if a dual site). Types of 
equipment used by recyclers and processors vary depending upon the site’s complexity and processes. A list of 
major recycling and processing equipment is provided as a handout in this module. The survey team should 
complete the Site Equipment List form (an MS Word template, Site Equipment List Template.dot) 

The survey team can use copies of the list to identify major equipment observed during the site walkthrough. 
It also is helpful to note on the list which materials are recycled or processed by a piece of equipment. This 
information can be used later to identify a site’s direct costs (i.e., costs that can be assigned to one material 
type). For example, one site’s baler might be used for CRV aluminum and plastic material only. 

During the walkthrough, the survey team should attempt to identify from site management any leased, 
rented, or owned equipment. This information aids in understanding a site’s lease expenses, rent expenses, 
and depreciation expenses. For example, if a site manager indicates all equipment is rented, the survey team 
should expect low depreciation expenses. Further, the survey team should ask for clarification on types and 
uses of any equipment which is unknown or unrecognizable to them. 

Small to medium-sized recyclers typically use trucks, forklifts, small scales, and several dumpster/bins. Larger, 
more sophisticated sites (e.g., dual sites) also may have a truck scale, conveyor, magnetic separator/sorting 
system, and several balers. Most of this equipment is used for recycling or processing more than one material. 
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Some equipment is designed specifically for a particular material type. For example, a site collecting 
aluminum might use an aluminum densifier. Similarly, a site accepting paper might use a paper shredder 
and/or a paper baler. 

The survey team should note the approximate age (e.g., a year old versus five years old) of major equipment. 
Age serves as a check against a site’s depreciation schedule (obtained later in the cost survey). As an example,  
if the survey team notes a roll-off truck is very old (e.g., 20 years old) but is currently depreciated, the team 
might question why the truck is still being depreciated (for a further discussion of depreciation, see module 8). 

Understanding Major Site Processes 

As a result of the walkthrough, the survey team should attempt to understand a site’s major processes. Once a 
material is collected, how does it flow through the site? For recyclers, what process does the material undergo 
from collection to its transfer to a processor (or another recycler)?  

As an example: At a recycler, employees accept materials at a buyback area. Materials then are weighed and  
sorted into separate small cans and bins. Customers are paid scrap and CRV payments based on CRV beverage 
container weights. Materials then are transported across the site and are further sorted and placed into larger  
rolloff bins. Finally, materials are loaded on a roll-off truck and transported to a processor ten miles from the site. 

These activities are to be distinguished from those at a processor, where materials arrive from a recycler and are 
placed into large bins. Processors “cancel” CRV materials by crushing, densifying, flattening, or compacting. 
Materials then are baled or briquetted, and loaded into a semi trailer truck for transport to an end-user. 

Clarifying the Types and Mix of Material Handled 

A recycler or processor typically handles many materials, some of which may be CRV and some non-CRV. 
During the walkthrough, the survey team should cite each material type as well as the mix of materials 
collected. A list of materials handled by recyclers and processors is included as a handout in this module. 

For example, during the site tour the survey team determined that a site collected scrap and CRV aluminum, 
scrap and CRV glass, all plastic, newspaper, cardboard, steel/tin, and paper. Further, the site manager was able 
to estimate that roughly 65 percent of all material collected was CRV material (the remaining 35 percent was 
non-CRV material). Of the CRV material collected, the manager indicated approximately 55 percent was 
aluminum, 30 percent glass, 14 percent PET, and one percent bi-metal. 

Citing Relevance of Site Tour 

Information obtained during the site tour serves as a basis for comparative analysis with results of the 
automated cost survey model. Consequently, the survey team should take sufficient and accurate notes during 
the site tour. 

The survey team will eventually compare the mix of CRV/non-CRV materials, and split of CRV materials 
(i.e., aluminum, glass, plastic, bimetal) recorded during the site walkthrough with AMI and BCI percentages 
produced by the automated cost survey model. If these figures are significantly different (e.g., differ by more 
than 25 percentage points), the survey team should note the differences and review these differences with site 
management. For example, it might be unreasonable for site management to indicate that 65 percent of all 
labor activity was spent on CRV aluminum materials when the automated cost survey model showed an AMI 
aluminum percentage of ten. 
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Similarly, cashier and labor activities can be used to explain why material costs are high or low. For instance, 
if a cashier is spending most of his spare time assisting yard laborers rather than waiting for the next customer, 
this might suggest an operation that is relatively efficient and, therefore, has low costs overall. Similarly, if 
laborers must poke holes in all plastic containers prior to crushing them; this could explain why plastic costs 
for that site are high. 

 

Schedule 

Estimated module time: 3.3 Hours 

Outline of Module Technique 
Training Time 
(including self 
study) (min.) 

l. Introduce module and assignment Lecture 20 

2. Review key topics and read all handouts Readings 30 

3. Do work assignments #1 – Complete Site Equipment List and Site Memorandum Work Assignment 15 

4. Review results with other participants and check answers Self Review 10 

5. Do work assignment #2 – Role play a site tour Role Play 10 

6. Review results with other participants and check answers Self Review 5 

7. Do work assignment #3 – Identify terms used at a recycler or processor Work Assignment 15 

8. Visit local recycling center On-site tour 90 

 Totals 195 
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Readings and Handouts 

1. Sample Site ID and Volumes worksheet from the automated cost survey model 

2. Site Memorandum 

3. Site Equipment List 

4. Recycling and processing equipment advertisements 

5. Examples of completed Site ID and Volumes worksheets from the automated cost model  
and site memoranda.  
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SITE MEMORANDUM 
 

RC:  PR:  Name:  

Site Visit Date:   
 

SITE MEMORANDUM 
Reviewed by: 
 
 
Date: 
 

Prepared by: 
 
 
Date:     

Index # 
 

B.1  
Revised 1/28/04 

SURVEY TEAM MEMBERS:   
 
 

 
YOU ARE NOT LIMITED TO THE SPACE INDICATED ON THIS FORM! 

A. GENERAL DESCRIPTION OF SITE'S LOCATION AND OPERATIONS 

THIS FORM MAY BE COMPLETED ON THE COMPUTER AND EXPANDED AS NEEDED. 

1. Site information 

LOT SIZE  TYPE 
No Sq Ft 900  x  Supermarket Site 
No of Acres     Independent Facility 
     
     

2. Material Types Handled: 

a. CRV Aluminum  x Bi-Metal    Glass x PET Plastic  x   

 
Other Plastics: HDPE (#2) x PVC (#3)  LDPE (#4) x PP (#5) x PS (#6) x OTHER (#7) x 

 
b. Non-CRV Motor Oil  Cardboard    Clothing   Pane Glass    Paper/fiber    Scrap metal  

 
 Other:   

3. Overall Activity Split (%) 

CRV 100  Non-CRV  

4. CRV Activity (%) 

Aluminum 50  Glass 30  PET Plastic  20  HDPE Plastic  
Bi-Metal         #3 to #7 Plastic  
 
If the percentage in 3 & 4 above are not consistent with the BCI & AMI percentages in the model, explain:  

5. Business Activity 

Number of Business Locations: Recycler 4  Processor   Other  
Business Ownership:     Sole Proprietor    Corporation    Partnership  x 
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Estimated number of full time employees 

CRV Non-CRV Other 
Business  TOTAL 

yard Office yard Office    
1.75 .25   5.25  7.25 

6. Changes from previous calendar year 

a. Materials Accepting Plastics 2 thru 7 
b. Employees None 
c. Equipment None 
d. Yard size None 
e. Location None 
f. Volumes None 

7. Narrative description of site’s location and operations 

The recycling center is operating as a partnership (husband and wife), who own four other small recycling 
centers. One partner works exclusively with the daily operations of all the recycling centers, while the other is a 
silent partner. 
 
This site has been in operation since 1998 and only accepts CRV material. The recycling center is located next to 
a small supermarket in a farming community. The site is an open-air site, operating out of a 15 foot trailer where 
the material is weighed and stored until it is picked up approximately three times a week by the recycler. 
 
The recycler and a helper pick up the GL, PL, and AL by hand and load the material into a 28 foot trailer then 
drive approximately 25 miles to the next recycling facility, which is also a storage area for the glass and plastic. 
The glass is unloaded by hand into a Roll-off container which is owned by the processor, who picks up the Roll-off 
two times a month for an SVD. 
 
The plastic is unloaded by hand and stored at the storage yard in large plastic bags, until there is enough material 
to take to the processor, which is about once a month. The recycler then drives the Aluminuma directly to the 
processor approximately 12 miles away. 
 
The recycler pays a fixed $350.00 a month for rent. The storage yard, which is another RC, is protected by a 
chain link fence, installed last year. 

B. DESCRIPTION OF CRV MATERIALS HANDLED 
Include: Brief description of how each material type is handled from yard entry to yard exit. Include how materials are: 
sorted, stored, packaged, and transported (including who transports, vehicle type, Scrap Value Deduction (SVD,) and 
miles freighted to next facility). 

1. Aluminum Beverage Containers:  

Customers drive or walk up to the recycling center. The customers dump their containers into a  
30 gallon plastic barrel, while the employee helps and observes the material being transferred.  
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The employee/customer lifts the 30-gallon barrel into the trailer, where the material is then  
weighed on a floor scale. 
 
The employee subtracts the weight of the 30 gallon plastic container from the total weight of the cans and 
enters the weight into a receipt book, which the customer signs and is then paid cash. The employee then 
dumps the material into large plastic bags, where it is then stored inside the trailer until a driver picks it up 
three times a week. The glass and plastic is first dropped off to the next recycling center and storage 
facility located in Bakersfield approximately 25 miles away. Once the glass and plastic is unloaded, the 
aluminum is then taken to the processor located approximately 12 miles away. 

2. Bi-Metal Beverage Containers:  

3. Glass Beverage Containers:  

Customers drive or walk up to the recycling center. Both the customer and the employee color sort and 
transfer the glass containers into 30 gallon plastic barrels, green and brown are mixed, while clear glass 
is kept separate. The employee and or customer lifts the 30 gallon plastic container up, to the scale 
located inside the trailer where the material is then weighed. The employee subtracts the weight of the  
30 gallon plastic container from the total weight of the glass and then records the weight into the recept 
book, which the customer then signs and is paid cash. The employee then transfers the glass into  
55 gallon poly drums, also located inside the trailer. 
 
The glass is stored inside the trailer until it is picked up approximately three times a week, by a driver that 
is employed by the recycler. The driver and a helper transfer the poly drums by hand to a truck that drives 
to the storage yard approximately 25 miles away, (Empty poly drums are exchanged for the full drums). 
 
The material is then unloaded by hand into a 24 foot Roll-off container supplied by the processor for a 
SVD, who picks up the Roll-off two times a month. 

4. PET #1 Plastic Beverage Containers:  

Customers drive or walk up to the recycling center and dump their containers into 30 gallon plastic 
barrels, while the employee observes and or helps the customer. 
 
The employee then lifts the 30 gallon plastic barrel, up to the trailer, where the material is then weighed 
on a floor scale. The employee then subtracts the weight of the 30 gallon container from the total weight 
of the plastic ocntainers. The weight of the CRV plastic material is recorded in a receipt book, which the 
customer signs, and is then paid cash. The employee transfers the plastic into large plastic bags, until it is 
picked up by a driver at the same time the glass and Al is picked up. The plastic is then unloaded by hand 
by the driver and a helper, and stored at the same storage yard that the glass is stored at. When enough 
material has been collected it is then taken to the processor 12 miles away by the recycler. No SVD is 
taken for this material 

5. HDPE #2 Plastic Beverage Containers:  
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6. PVC #3 Plastic Beverage Containers:  

7. LDPE #4 Plastic Beverage Containers:  

8. PP #5 Plastic Beverage Containers:  

9. PS #6 Plastic Beverage Containers:  

10. Other #7 Plastic Beverage Containers:  

C. SPECIFIC SOURCE OF PAYROLL INFORMATION: (Include: location, type, nature of source, as well as 
name, title and phone number of person interviewed for this information.) 

The owner pays his employees cash. All hours were given verbally by the interpreter. 

D. SPECIFIC SOURCE OF FINANCIAL INFORMATION: (Include: location, type, nature of source, as well 
as name, title and phone number of person interviewed for this information.) 

The owner supplied the name of his accountant who was able to fax the Department Form 565, Depreciation 
Schedule, and was interviewed regarding the items. 

E. DESCRIPTION OF DIRECT COSTING AND SPECIAL COST CONSIDERATIONS:  
Include: brief desciption of why items are direct costed, and the approaches used. For example: “Truck depreciation is 
direct costed between aluminum, PET, and HDPE because the owner purchased a new truck to haul only these 
materials. We used BCI, then the relative weights of PET and HDPE to allocate costs.” Also identify and explain any 
unusual cost categories that you discussed with the site operator such as legal fees, consulting, travel, etc.) 

F. PROBLEMS ENCOUNTERED AND SOLUTIONS: (Any problems noted MUST have a corresponding 
solution.) 

PROBLEM 1: This recycling center is a Spanish speaking site. The survey team Initially had difficulty obtaining any 
financial information due to the language barrier 
 
SOLUTION 1: The survey team was able to obtain assistance from CalRecycle’s Spanish speaking interpreter. 
The survey team was also given the name of the recycling center’s financial accountant, who faxed the necessary 
financial documents. An interpreter provided assistance during the site interview. 
 
PROBLEM 2: No employee or owners hours are associated with wages or income. 
 
SOLUTION 2: The owner verbally provided the survey team with the number of hours the emplyees worked as well 
as their wages, through the help of an interpreter. 
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G. CONTACT PERSON(S): 
Site Management Site Information 

Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  

Labor Interview Financial Information 
Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  

Labor Information Payroll Information 
Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  
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SURVEY TEAM MEMBERS:   
 
 

 
YOU ARE NOT LIMITED TO THE SPACE INDICATED ON THIS FORM! 

A. GENERAL DESCRIPTION OF SITE'S LOCATION AND OPERATIONS 

THIS FORM MAY BE COMPLETED ON THE COMPUTER AND EXPANDED AS NEEDED. 

1. Site information 

LOT SIZE  TYPE 
No Sq Ft     Supermarket Site 
No of Acres 2  x  Independent Facility 
     
     

2. Material Types Handled: 

a. CRV Aluminum   x Bi-Metal      Glass x PET Plastic   x   

 
Other Plastics: HDPE (#2)  PVC (#3)  LDPE (#4)  PP (#5)  PS (#6)  OTHER (#7)  

 
b. Non-CRV Motor Oil  Cardboard     Clothing    Pane Glass     Paper/fiber     Scrap metal  

 
 Other:   

3. Overall Activity Split (%) 

CRV 30  Non-CRV 

4. CRV Activity (%) 

70 

Aluminum 50  Glass 15  PET Plastic  35  HDPE Plastic  
Bi-Metal         #3 to #7 Plastic  
 
If the percentage in 3 & 4 above are not consistent with the BCI & AMI percentages in the model, explain:  

5. Business Activity 

Number of Business Locations: Recycler x  Processor x  Other  
Business Ownership:  Sole Proprietor    Corporation  x  Partnership   

 

Handout 5 
Page 8 of 18 



SITE MEMORANDUM 
 

RC:  PR:  Name:  

Site Visit Date:   
 

SITE MEMORANDUM 
Reviewed by: 
 
 
Date: 
 

Prepared by: 
 
 
Date:     

Index # 
 

B.2 
Revised 1/28/04 

Estimated number of full time employees 

CRV Non-CRV Other 
Business  TOTAL 

yard Office yard Office    
4.5 2.5 24 14   45 

6. Changes from previous calendar year 

a. Materials Now accepting resins #2 - #7 
b. Employees None 
c. Equipment None 
d. Yard size 2 1/2 acre increase 
e. Location acquired lot next door (see above) 
f. Volumes Increase  

7. Narrative description of site’s location and operations 

Metals Inc. is located in an industrial section of San Jose. This facility has been in operation for over 25 years as 
a scrap metal dealer and is currently a certified processor for aluminum and plastic as well as a certified recycling 
center for all CRV material types. The center is open Monday through Friday from 8:00 a.m. to 5:00 p.m. and on 
Saturday from 8:30 to 5:00 p.m. 
 
The buyback center occupies a small portion of the entire lot. Customers enter the lot from the only driveway and 
proceed to the buyback center located in the southwest corner of the 2+ acre lot. Directly across from the buyback 
center, located in the middle of the center, is the cashier/administrative office. Receipts from the buyback center 
are sent there via a vacuum tube for customer signature and payment. The rest of the lot is dedicated to scrap 
metal storage and the processing of aluminum and plastic. 
 
Metals Inc. employs three full-time and two part-time yard workers and one full-time and three part-time cashiers 
who work only at the buyback center. This center is the only CRV buyback in the area and therefore is extremely 
busy, especially on Saturday. All other employees work in the recycling of ferrous and non-ferrous or the 
processor and help out on an as needed basis. 
 
This center accepts CRV aluminum, glass, and plastic. They also accept all types of ferrous and non-ferrous 
scrap metal. Aluminum and plastic are hauled directly to the processor at no cost to the recycler. Glass is either 
picked up by the processor for a pull charge of $187.00 or self-hauled. Management was unable to determine 
how many times glass was self-hauled but did give an estimation of approximately five times. 

B. DESCRIPTION OF CRV MATERIALS HANDLED 
Include: Brief description of how each material type is handled from yard entry to yard exit. Include how materials are: 
sorted, stored, packaged, and transported (including who transports, vehicle type, Scrap Value Deduction (SVD,) and 
miles freighted to next facility). 

1. Aluminum Beverage Containers: Customers drive in the only gate and park to the left at the buyback 
area. Attendants assist customers in transferring their aluminum into the basin of one of six conveyors 
equipped with magnetic separators. The aluminum is inspected while they are conveyed to the hopper 
where they are weighted. The material is dumped onto another conveyer and sent to a twenty-yard bin, 
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which feeds a crusher/blower, and finally into a 40-yard roll-off container. The weight and material basis is 
recorded on a weight ticket that is sent to the cashier’s office via a vacuum tube. The customer walks to 
the cashier’s office to sign the receipt and receive cash payment. The material is self-hauled a short 
distance to the processor by the attendant using the roll-off truck. The recycler receives CRV for their 
aluminum. 

2. Bi-Metal Beverage Containers:  

3. Glass Beverage Containers: Customers drive in the only gate and park to the left at the buyback area. 
Attendants inspect the glass while assisting customers in color sorting their bottles into separate plastic 
trash barrels. The barrels are weighed on the floor scale and dumped into separate bins depending on 
color. The attendant records the material basis and weight on a weight ticket and send it to the cashier’s 
office via a vacuum tube. The customers walk to the cashier’s office to sign the receipt and recive cash 
payment. Full bins are trucked across the yard and stored until they are self-hauled 25 miles to, or picked 
up by the processor who charges a $187.00 pull charge per load. The recycler receives either a scrap 
value deduction or scrap value depending on how the processor receives the material. 

4. PET #1 Plastic Beverage Containers: Customers drive in the only gate and park to the left at the 
buyback area. Attendants inspect the bottles for non-CRV material and different resin types. The material 
is transferred to plastic barrels and weighed on the floor scale. The attendants record the material basis 
and weight on a weight ticket and send it to the cashier’s office via a vacuum tube. The customers walk to 
the casier’s office to sign the receipt and receive cash payment. Meanwhile, the attendants dump the 
plastic into a hopper equipped with a ram, which lightly compresses the bottles into a 20-yard roll-off bin. 
The load of plastic is self-hauled to the processor by the attendant using the roll-off truck. The recycler 
receives scrap value for the load of PET. 

5. HDPE #2 Plastic Beverage Containers:  

6. PVC #3 Plastic Beverage Containers:  

7. LDPE #4 Plastic Beverage Containers:  

8. PP #5 Plastic Beverage Containers:  

9. PS #6 Plastic Beverage Containers:  

10. Other #7 Plastic Beverage Containers:  
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C. SPECIFIC SOURCE OF PAYROLL INFORMATION: (Include: location, type, nature of source, as well as 
name, title and phone number of person interviewed for this information.) 

The bookkeeper provided the survey team with 2010 W-2 Forms and a self-generated wage and hour ledger along 
with information for the labor interview. 

D. SPECIFIC SOURCE OF FINANCIAL INFORMATION: (Include: location, type, nature of source, as well as 
name, title and phone number of person interviewed for this information.) 

The bookkeeper provided the survey team with the 2010 fiscal year Federal Income Tax Form 1120 and the 
depreciation schedule. 

E. DESCRIPTION OF DIRECT COSTING AND SPECIAL COST CONSIDERATIONS:  
Include: brief desciption of why items are direct costed, and the approaches used. For example: “Truck depreciation is 
direct costed between aluminum, PET, and HDPE because the owner purchased a new truck to haul only these 
materials. We used BCI, then the relative weights of PET and HDPE to allocate costs.” Also identify and explain any 
unusual cost categories that you discussed with the site operator such as legal fees, consulting, travel, etc.) 

F. PROBLEMS ENCOUNTERED AND SOLUTIONS: (Any problems noted MUST have a corresponding 
solution.) 

PROBLEM 1: Financial documents do not cover the calendar year 2010. 
 
SOLUTION 1: Federal Income Tax Form 1120 covered the 2010 fiscal year (October 1, 2009 through September 30, 
2010). The bookkeeper supplied the survey team with financial records covering the first quarter of the 2011 fiscal 
year (October 2010 through December 2010). The participant only recently began tracking expenses quarterly, so the 
last quarter of 2009 is not available to reconcile to a 2010 calendar year. A comparison of an average quarter for the 
fiscal year with expenses for the last quarter of 2010 demonstrated that the Oct 2009 – Sept 2010 fiscal year is a 
reasonable representation of the 2010 calendar year. 
 
 
PROBLEM 2: Not all employees have W-2’s representing wages paid in the record year. 
 
SOLUTION 2: For those employees that do not have W-2’s, their total wage and hour information comes from the 
self-generated wage and hour ledger. 
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G. CONTACT PERSON(S): 
Site Management Site Information 

Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  

Labor Interview Financial Information 
Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  

Labor Information Payroll Information 
Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  
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SURVEY TEAM MEMBERS:   
 
 

 
YOU ARE NOT LIMITED TO THE SPACE INDICATED ON THIS FORM! 

A. GENERAL DESCRIPTION OF SITE'S LOCATION AND OPERATIONS 

THIS FORM MAY BE COMPLETED ON THE COMPUTER AND EXPANDED AS NEEDED. 

8. Site information 

LOT SIZE  TYPE 
No Sq Ft   x  Supermarket Site 
No of Acres     Independent Facility 
     
     

9. Material Types Handled: 

a. CRV Aluminum  x Bi-Metal    Glass x PET Plastic  x   

 
Other Plastics: HDPE (#2)  PVC (#3)  LDPE (#4)  PP (#5)  PS (#6)  OTHER (#7)  

 
b. Non-CRV Motor Oil  Cardboard    Clothing   Pane Glass    Paper/fiber    Scrap metal  

 
 Other:  Non-CRV Glass 

10. Overall Activity Split (%) 

CRV 99%  Non-CRV 

11. CRV Activity (%) 

1% 

Aluminum 45%  Glass 50%  PET Plastic  5%  HDPE Plastic  
Bi-Metal         #3 to #7 Plastic  
 
If the percentage in 3 & 4 above are not consistent with the BCI & AMI percentages in the model, explain:  

12. Business Activity 

Number of Business Locations: Recycler 426  Processor 2  Other  
Business Ownership:  Sole Proprietor    Corporation  x  Partnership   
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Estimated number of full time employees 

CRV Non-CRV Other 
Business  TOTAL 

yard Office yard Office    
1      1 

13. Changes from previous calendar year 

a. Materials As a result of SB332 
b. Employees None 
c. Equipment None 
d. Yard size None 
e. Location None 
f. Volumes Increase due to new CRV containers in the program. 

14. Narrative description of site’s location and operations 

This site is situated on the west side of a supermarket parking lot located on Country Side Lane. The site typically 
takes up four to five parking spaces and consists of one forty-foot roll-off bin and four igloos. The roll-off bin is used 
to store the UBC aluminum and plastic and the igloos hold the sorted UBC glass. One igloo is for clear glass, one for 
green glass, and two for brown glass. There are five 10-gallon buckets used to sort and weigh glass, and three wire 
mesh baskets used to sort and weigh aluminum and plastic. No baling of materials is done at this site. 
 
There are no coverings or buildings to protect the attendant from the elements or house the equipment, with the 
exception of the roll-off. Utilities such as telephones, gas electricity, water and garbage are non-existent at this 
location. 
 
One attendant operates the site. which is open thirty hours per week. The attendant picks up the portable 
computer, printer, key for roll-off, and script, which is used to pay the customer, from the supermarket each 
morning. There is a 120-lb capacity scale inside the roll-off bin along with a table and chair that the attendant uses 
as a desk. The attendant turns on the portable computer, levels the scale and is ready for business. At the end of 
the day the portable computer, printer, key for roll-off bin and unused script is returned to the supermarket for 
storage until the next business day, as a theft precaution. 

B. DESCRIPTION OF CRV MATERIALS HANDLED 
Include: Brief description of how each material type is handled from yard entry to yard exit. Include how materials are: 
sorted, stored, packaged, and transported (including who transports, vehicle type, Scrap Value Deduction (SVD,) and 
miles freighted to next facility). 

1. Aluminum Beverage Containers: The customer and/or the attendant sort the UBC aluminum into wire 
mesh baskets. The site attendant visually inspects and weighs the material on a 120-lb. capacity scale. 
The buy-back volume is then recorded into the portable computer and the site attendant completes the 
script with the necessary information for payment to the customer. The customer signs for and redeems 
the script for cash at the supermarket within 60 days. The UBC aluminum is stored behind a barrier in the 
roll-off. Various processors picked up material during 2010. No SVD taken. 
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2. Bi-Metal Beverage Containers:  

3. Glass Beverage Containers: The customer and/or the attendant color sort the UBC glass into ten-gallon 
buckets for weighing. The site attendant visually inspects and weighs the material on a 120-lb. capacity 
scale. The buy-back volume is then recorded into the portable computer and the site attendant completes 
the script with the necessary information for payment to the customer. The customer signs for and 
redeems the script for cash at the supermarket within 60 days. The UBC glass is stored in the appropriate 
igloo according to color. Once the igloos reached capacity, various processors picked up material during 
2010. No SVD taken. 

4. PET #1 Plastic Beverage Containers: The customer and/or the attendant sort the UBC plastic into wire 
mesh baskets. The site attendant visually inspects and weighs the material on a 120-lb. capacity scale. 
The buy-back volume is then recorded into the portable computer and the site attendant completes the 
script with the necesssary information for payment to the customer. The customer signs for and redeems 
the script for cash at the supermarket within 60 days. The UBC plastic is put into large plastic bags and 
stored inside the roll-off on top of the UBC aluminum. Various processors picked up material during 2008. 
No SVD taken. 

5. HDPE #2 Plastic Beverage Containers:  

6. PVC #3 Plastic Beverage Containers:  

7. LDPE #4 Plastic Beverage Containers:  

8. PP #5 Plastic Beverage Containers:  

9. PS #6 Plastic Beverage Containers:  

10. Other #7 Plastic Beverage Containers:  

 

C. SPECIFIC SOURCE OF PAYROLL INFORMATION: (Include: location, type, nature of source, as well as 
name, title and phone number of person interviewed for this information.) 

The CPA provided a payroll report obtained from their PayChex Payroll Program. This report listed department, gross 
pay and total hours for each non-salaried employee for the calendar year ending 12/31/10. 
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D. SPECIFIC SOURCE OF FINANCIAL INFORMATION: (Include: location, type, nature of source, as well as 
name, title and phone number of person interviewed for this information.) 

The CPA provided a Statement of Earnings for the calendar year ending 12/31/10. The Statement of Earnings listed 
expenses separately by Operating Expenses, and General and Administrative Expenses. 

E. DESCRIPTION OF DIRECT COSTING AND SPECIAL COST CONSIDERATIONS:  
Include: brief desciption of why items are direct costed, and the approaches used. For example: “Truck depreciation is 
direct costed between aluminum, PET, and HDPE because the owner purchased a new truck to haul only these 
materials. We used BCI, then the relative weights of PET and HDPE to allocate costs.” Also identify and explain any 
unusual cost categories that you discussed with the site operator such as legal fees, consulting, travel, etc.) 

F. PROBLEMS ENCOUNTERED AND SOLUTIONS: (Any problems noted MUST have a corresponding 
solution.) 

PROBLEM 1: The company did not have actual hours worked by contract/temporary employees who do not work 
directly at the RC sites and fall into the “Other Business” category. 
 
SOLUTION 1: The company gave number of employees and hourly rate. Rates were averaged and divided into total 
wages to determine hours. See Labor Reconciliation. 
 
 
PROBLEM 2: The company could not give a breakdown per site for Administration wages and hours. The CPA 
indicated that everyone had some part of their job that had to do with Recycling. 
 
SOLUTION 2: We determined Administrative wages and hours for the site by allocating 0.24% of total administrative 
wages and hours to this site (1 / 426 = 0.24%). The Cost Model will not accept less than 1%. Therefore, we entered 
the allocated Administrative wages and hours for this site, and entered as 100% Site time and 100% Recycler. 
 
 
PROBLEM 3: Financials include wages for Corporate Officers and Salaried Employees. However, the company 
would not divulge any salary information for corporate officers and salaried employees. 
 
SOLUTION 3: Balance of wages from Labor/Financial Reconciliation was used for Corporate Officers and Salaried 
Employees (Super Managers). Hours were determined by information provided by the CPA (2 Corporate Officers /  
33 Salaried Employees). 
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G. CONTACT PERSON(S): 
Site Management Site Information 

Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  

Labor Interview Financial Information 
Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  

Labor Information Payroll Information 
Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  
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Work Assignments 

1. Complete Site Equipment List and Site Memorandum exercise 

2. Role play a site tour 

3. Identify terms used at a recycler or processor 
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Complete Site Equipment List and Site Memorandum Exercise 

In the following exercise, complete the Site Equipment List and Sections A and B of the Site Memorandum, 
based on the information provided on the following two pages. For this exercise only, assume that you have 
conducted interviews with site management that clarify any questions you may have about the information 
you see below. 

Notes from Site Tour of BIG Recycler/Processor 

Buyback Area 

Customers bring materials to the temporary parking area and weigh them in front of the Buyback Building. 
One laborer assists customers with both CRV and non-CRV materials at the buyback area. She prints out 
checks and pays customers. Customers then place their materials into separate locations for: 

 CRV aluminum  

 Cardboard/newspaper  

 Clear glass 

 Green/brown glass  

 Motor oil 

 Office paper  

 Plastics  

 Scrap metals. 

The site manager was able to estimate that 45 percent of material collected was CRV. Of this CRV material, 
approximately 40 percent was aluminum, 30 percent glass, 20 percent plastics, and 10 percent bi-metal. 

Covered Processing Area 

Materials are fork lifted from the buyback areas into the covered processing area for processing. After 
processing, materials are then placed into the covered dumpster area where they are hauled to an end-user. 

This area contains a conveyer system/glass crusher, and other equipment for complete processing of glass. 
This area also contains an aluminum densifier, and a baler area for baling aluminum, plastic, and newspaper. 

One laborer drives a forklift on-site, regularly transporting material from the buyback area to the processing 
area. A total of 10 additional employees work in the processing area at one time (one foreman, seven CRV 
employees, and two non-CRV employees). 
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Other Buildings 

The site administration and employee offices are located in the Administration Building. Equipment and 
trucks are serviced in the Maintenance Building. Two frontloader trucks are currently in the maintenance 
shop. A total of 15 employees are part of the administrative and maintenance portion of the business. 

Truck/Equipment Storage 

 Several truck/equipment items are stored in this area including: Forklifts 

 Tractors, Trailers, Trucks – All of this equipment is owned by BIG. 

MRF Processing Facility 

This is a “dirty” MRF processing facility where commingled garbage and recyclables are brought from 
throughout BIG county. Here approximately five laborers sort materials on an open concrete floor. All 
recyclable materials are weighed prior to being commingled with buyback materials in the processing area. 

Other Information  

 Light industrial area  

 Lower to middle class economic area 

 Truck scale is used for vehicles which enter into a materials recovery facility (MRF) processing operation 

 The only leased equipment is the aluminum densifier. All other equipment is owned. 
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Role Play a Site Tour  
(Work in teams of three: interviewer, a note taker, and a site manager) 

In the following role-playing assignment, the objective is to gather information from the site manager to 
complete Section A and B of the Site Memorandum. One team member should act as an interviewer and one 
as a note taker. Note that both team members can ask questions of the site manager concerning the site. The 
remaining individual should act as the site manager for Newton Recycling; only this person should view the 
attached Site Information Summary. Assume the site manager knows the operation and processes of this small 
recycler. The survey team should conduct a mock site walkthrough using the attached site map, asking 
questions about any site “observation.” 
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SURVEY TEAM MEMBERS:   
 
 

 
YOU ARE NOT LIMITED TO THE SPACE INDICATED ON THIS FORM! 

A. GENERAL DESCRIPTION OF SITE'S LOCATION AND OPERATIONS 

THIS FORM MAY BE COMPLETED ON THE COMPUTER AND EXPANDED AS NEEDED. 

15. Site information 

LOT SIZE  TYPE 
No Sq Ft 4,500  x  Supermarket Site 
No of Acres     Independent Facility 
     
     

16. Material Types Handled: 

a. CRV Aluminum   x Bi-Metal     x Glass x PET Plastic   x   

 
Other Plastics: HDPE (#2)  PVC (#3)  LDPE (#4)  PP (#5)  PS (#6)  OTHER (#7)  

 
b. Non-CRV Motor Oil  Cardboard     Clothing    Pane Glass     Paper/fiber     Scrap metal  

 
 Other:  Scrap Glass 

17. Overall Activity Split (%) 

CRV 20  Non-CRV 

18. CRV Activity (%) 

80 

Aluminum 25  Glass 55  PET Plastic  20  HDPE Plastic 0 
Bi-Metal         #3 to #7 Plastic 0 
 
If the percentage in 3 & 4 above are not consistent with the BCI & AMI percentages in the model, explain:  

19. Business Activity 

Number of Business Locations: Recycler x  Processor   Other  
Business Ownership:  Sole Proprietor    Corporation  x  Partnership   
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Estimated number of full time employees 

CRV Non-CRV Other 
Business  TOTAL 

yard Office yard Office    
1.5 0.5   5  7 

20. Changes from previous calendar year 

a. Materials None 
b. Employees None 
c. Equipment None 
d. Yard size None 
e. Location None 
f. Volumes None 

21. Narrative description of site’s location and operations 

MadeUpName Garbage Service owns the site and storage bins. Newton Recycling began operations at the site in 
1981, and incorporated shortly thereafter as Newton Recycling, Corp (a 501(c) (3) company). The company, the City 
of Somewhere, and MadeUpName Garbage Service entered into a three-way agreement to operate the site.  
 
Laborers handle all yard activities at the buyback center except weighing CRV material and paying customers. On 
the cost model’s Labor Input Sheet, the survey team identifies the position of these laborers 1 and 2. 
 
MadeUpName Garbage Service owns the site and all of the 20-yard and 25-yard bins used to store collected CRV 
and non-CRV materials. MadeUpName Garbage Service also purchases the material from Newton Recycling and 
ships the material to MadeUpName Garbage Service facilities or buyers. Newton Recycling does not pay rent or 
electricity costs, but does pay phone and water costs (among other costs). 

B. DESCRIPTION OF CRV MATERIALS HANDLED 
Include: Brief description of how each material type is handled from yard entry to yard exit. Include how materials are: 
sorted, stored, packaged, and transported (including who transports, vehicle type, Scrap Value Deduction (SVD,) and 
miles freighted to next facility). 

1. Aluminum Beverage Containers:  

The site has a one-way U-shaped driveway, with access at one end and exit at the other end to the 
street. Customers drive to the unloading area, where they help yard laborers place containers in plastic 
tubs. The scale master weighs the gross-tare of tub, uses a calculator to determine the amount owed the 
customer, and writes a check for the payment (if < $1, pays cash). Yard laborers empty purchased 
material into an AL can crusher/magnetic separator. Yard laborers empty the crushed cans into a 25-yard 
closed-top bin. MadeUpName Garbage Service picks up the bin, replacing it with an empty bin. 
Because Newton Recycling does not own the site and does not pay rent, the survey team did not 
determine the square feet of storage bins (that would have otherwise been used to directly cost rent to 
CRV materials. 
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2. Bi-Metal Beverage Containers:  

Does not handle this material. 

3. Glass Beverage Containers:  

Customers drive to the unloading area, where they help yard laborers 3-color sort and place containers in 
plastic tubs. The scale master weighs the gross-tare of tub, uses a calculator to determine the amount 
owed the customer, and writes a check for the payment (if < $1, pays cash). Yard laborers empty 
purchased material into a 20-yard closed-top bin (one bin each for flint, green, and amber). 
MadeUpName Garbage Service picks up the bins, replacing each with an empty bin. 
Because Newton Recycling does not own the site and does not pay rent, the survey team did not 
determine the square feet of storage bins (that would have otherwise been used to directly cost rent to 
CRV materials). 

4. PET #1 Plastic Beverage Containers:  

The site has a one-way U-shaped driveway, with access and exit to the street. Customers drive to the 
unloading area, where they help yard laborers place containers in plastic tubs. Yard laborers unscrew 
caps from every container before material is weighed. The scale master weighs the gross-tare of tub, 
uses a calculator to determine the amount owed the customer, and writes a check for the payment (if < 
$1, pays cash). Yard laborers empty purchased material into a 25-yard closed-top bin. MadeUpName 
Garbage Service picks up the bin, replacing it with an empty bin. 
Because Newton Recycling does not own the site and does not pay rent, the survey team did not 
determine the square feet of storage bins (that would have otherwise been used to directly cost rent to 
CRV materials). 

5. HDPE #2 Plastic Beverage Containers:  

 

6. PVC #3 Plastic Beverage Containers:  

 

7. LDPE #4 Plastic Beverage Containers:  

 

8. PP #5 Plastic Beverage Containers:  
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9. PS #6 Plastic Beverage Containers:  

 

10. Other #7 Plastic Beverage Containers:  

 

C. SPECIFIC SOURCE OF PAYROLL INFORMATION: (Include: location, type, nature of source, as well as 
name, title and phone number of person interviewed for this information.) 

Payroll summary report for CY 2010 generated by Site Manager from PC application. Mary Smith, Manager, 666-555-8258. 

D. SPECIFIC SOURCE OF FINANCIAL INFORMATION: (Include: location, type, nature of source, as well as 
name, title and phone number of person interviewed for this information.) 

FY ending Jun 30 AFS, and July – Dec 2009 and 2010 income statements generated by Site Manager from PC 
application. In order to estimate CY 2010, the site team subtracted Jul – Dec 2009 expenses and added July – Dec 
2010 expenses to the AFS expenses. Mary Smith, Manager, 666-555-8258. 

E. DESCRIPTION OF DIRECT COSTING AND SPECIAL COST CONSIDERATIONS:  
Include: brief desciption of why items are direct costed, and the approaches used. For example: “Truck depreciation is 
direct costed between aluminum, PET, and HDPE because the owner purchased a new truck to haul only these 
materials. We used BCI, then the relative weights of PET and HDPE to allocate costs.” Also identify and explain any 
unusual cost categories that you discussed with the site operator such as legal fees, consulting, travel, etc.) 

F. PROBLEMS ENCOUNTERED AND SOLUTIONS: (Any problems noted MUST have a corresponding solution.) 

PROBLEM 1: The payroll summary reports provided by Newton Recycling display a total of 34 hours for Mary Smith, 
the Site Manager, all of them in the “Bonus” category on the payroll summary. Ms. Smith explained that this is a quirk 
of QuickBooks and not her actual CY 2010 hours. The company pays her a bonus each quarter. The company’s 
contract bookkeeper enters the bonus and one (1) hour into QuickBooks. QuickBooks determines the number of pay 
periods in the quarter (6 or 7) and puts the number in as “hours” of bonus time on Smith’s records. Hence, 6 or 7 
hours show as her hours of bonus each quarter. Smith’s employment agreement with Newton Recycling requires that 
she work a minimum of 30 hours per week 
 
SOLUTION 1: The site team calculated that she worked 1,560 hours during CY 2010. This is 30 hours per week times 
52 weeks. 
 
PROBLEM 2: The audited financial statements and internally prepared financial statements are for FY ending June 30, 2010. 
 
SOLUTION 2: Site team requested and obtained internally generated income statements for two, 6-month periods:  
(1) July – December 2009, and (2) July – December 2010, then estimated CY 2010 expenses. Site team estimated 
CY 2010 expenses as: 
 

FY expenses from internally prepared statements, less Jul-Dec 2009, plus
 

 Jul-Dec 2010. 

The internally prepared FY statement was used instead of AFS because line item details generally mapped to the two, 
6-month statements. 
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G. CONTACT PERSON(S): 
Site Management Site Information 

Name:  Mary Smith Name:  Mary Smith 
Title:  Manager Title:  Manager 
Phone #:  666-555-8258 Phone #:  666-555-8258 
FAX: #: 666-555-8200 FAX: #: 666-555-8200 

Labor Interview Financial Information 
Name:  Mary Smith Name:  Mary Smith 
Title:  Manager Title:  Manager 
Phone #:  666-555-8258 Phone #:  666-555-8258 
FAX: #: 666-555-8200 FAX: #: 666-555-8200 

Labor Information Payroll Information 
Name:  Mary Smith Name:  Mary Smith 
Title:  Manager Title:  Manager 
Phone #:  666-555-8258 Phone #:  666-555-8258 
FAX: #: 666-555-8200 FAX: #: 666-555-8200 
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Identify Terms Used at a Recycler or Processor

For problems 1-5, identify which item generally  
is not

1. a) Bins 
b) Dumpsters 
c) Aluminum densifier 
d) Cans 
e) Washer 

 recycler equipment: 

2. a) Plastic shredder 
b) Glass crusher 
c) Blower 
d) Densifier 

3. a) Forklifts 
b) Cranes 
c) Bins 
d) Magnets 
e) Hoppers 

  
4. a) Front-loader truck 

b) Rear-loader truck 
c) Roll off truck 
d) Cement truck 
e) Side loader truck 

5. a) Conveyer 
b) Trommel screen 
c) Magnetic separator 
d) Clarifier 
e) Granulator 

For problems 6-10, identify the most  
appropriate answer: 

6. Identify which is not likely a piece of paper 
processing equipment: 
a) Vertical baler 
b)  Horizontal baler 
c)  Shredder 
d) Paper cutter 
e)  Furnace 

7. Identify which is not likely a piece of plastic 
processing equipment: 
a) Crusher 
b) Granulator 
c) Shredder 
d) Perforator 
e) Baler 

8. At a small recycler, you might expect all of the 
following equipment, except: 
a) Forklift 
b) Pickup truck 
c) Large truck scale 
d) Bins 
e) Small scale 

9. A dual site would most

10. Recyclers would most likely collect all of the 
following, except: 
a) Scrap aluminum 
b) Used clothes 
c) CRV glass  
d) Tin 
e) Old cardboard 

 likely: 
a) Rent all of its equipment 
b) Not have a buyback center 
c) Process garbage and recyclables 
 in the same location 
d) Cancel customers CRV materials 
e) Beneficiate glass 
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True or False 

1._____ CRV materials include aluminum, glass, plastic, and bimetal. 

2. _____ Beneficiated glass means furnace-ready glass. 

3. _____ During a site walkthrough, a site manager should accompany the team. 

4. _____ MRF equipment is the same as that used in the processing facility. 

5. _____ Curbside programs often deposit their recyclables at a buyback center. 

6. _____ The mix of CRV materials estimated by site management is later compared with DOC material 
volumes and each material’s cost per ton figures. 

7. _____ Once canceled, densified, and baled, CRV aluminum then is ready for transfer to an end-user. 

8. _____ Some sites process all materials using a magnetic separator and front-loader truck. 

9. _____ A baler may be used for aluminum, glass, plastic, and newspaper. 

10. ____ Customers are paid a CRV payment and scrap payment for newspaper and cardboard at the 
buyback center. 
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Module 6 
Site Memo 

Objective: 
 Describe how to complete a Site Memorandum 

Key Topics: 
 What key information should be recorded in a Site Memorandum: 

 Description of operations (ownership, number of locations, materials handled, traffic, processes) 
 Source of payroll data and financial statements 
 Problems encountered which impact the survey process or cost calculation: 

- Payroll wages do not reconcile within five percent to financial statement wages 
- Related party transactions exist 
- Financial statements end during the calendar year, not December 31 
- No labor at a reverse vending machine site prevent allocations from being done 

 Description of items the survey team directly allocated ("direct costed") and the approaches used 
 Assumptions made (e.g., adjustments to financial statements, calculation of costs, estimating a direct 

CRV cost, grouping of employees’ time and wages)  
 Where CRV material is shipped 
 Significant changes in the site’s operations that have occurred since the 12-month time period for 

which costs are being measured 
 Financial contact (name, phone number) 

 Reviewing summary statistics generated by the automated model to determine whether final results  
are reasonable 

Curriculum Materials:  

Reading List/Handouts:  

1. Site Memorandum 

2. Sample of a completed Site Memorandum 

3. Summary of typical problems encountered and solutions (also provided in Volume II, Supplemental 
Materials) 

4. Sample 1: Site memoranda descriptions of problems and solutions 

5. Sample 2: Site memorandum descriptions of problems and solutions 

6. Sample 3: Site memorandum descriptions of problems and solutions 

7. Sample 4: Site memorandum descriptions of problems and solutions 

Work Assignments: 

1. Complete a sample Site Memorandum 

2. Perform role play exercises 
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Key Topics 

What Key Information Should be Recorded in a Site Memorandum? 

A Site Memorandum must be completed for each site. The Site Memorandum allows the survey team to record 
his/her observations and findings from the site visit. This information provides key insight to the quality 
review team on results calculated for the site.  

The site memo generally is organized into two parts. 

 Sections A and B includes a general description of the site’s operations and a description of CRV  
materials handled.  

 Sections C through G are used to record the specific source of financial information, specific source of 
payroll information, problems encountered and solutions, final review, other comments, and 
information about the contact person(s).  

A blank and sample Site Memorandum are provided as handouts in this module. 

Where possible, the survey team should document the following information in the memo: 

Sections A and B

Description of site’s operations:  

 Materials handled 

 Overall CRV and non-CRV activity 

 Ownership structure 

 Number of site locations 

 Number of full-time employees 

 Changes from previous calendar year 

Description of each CRV material handled:  

 Sorting 

 Weighing 

 Storing 

 Packaging 

 Loading 

 Transporting: name of buyer, who 
transports, process, and distance hauled. 

Sections C through G 

Specific source of payroll information: 

 Location 

 Payroll information and period 

 Nature of source (e.g., W-2s) 

Specific source of financial information: 

 Location 

 Financial information and period 

 Nature of source (e.g., audited financial statements for year ending December 31, 2010). 
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Description of Direct Costing and Special Cost Considerations 

 Brief description of why the survey team directly allocated (or “direct costed”) the cost of any item from 
financial statement and depreciation schedule.  

 Approach used for each item that the survey team direct costed. For example: “Truck depreciation is 
direct costed between aluminum, PET, and HDPE because the owner uses this new truck to haul only 
these three CRV materials. We used BCI percentages, then the relative weights of PET and HDPE to 
allocate costs.”  

 Identification and explanation of any unusual cost categories that the survey team discussed with the site 
operator such as: 

  Supplies (e.g., if for baling wire or plastic wrap for baled materials, what balers and which materials 
are processed by the baler?) 

 Legal fees (e.g., any litigation or settlement cost?) 
 Consulting payments (e.g., for what type of service?) 
 Commissions (e.g., for what?) 
 Travel costs (e.g., related to what? Rarely related to CRV materials.). 

Problems encountered and solutions:  

 Problem definition (each problem must have a corresponding solution). Listed as: Problem #1 and 
Solution #1: 

 Undefined but actual costs 
 Related party transactions 
 Fiscal year financial statements  
 Owner’s draw 
 Items not on financial statements (i.e., depreciation) 

 Solution. 

Contact person(s): 

 Financial contact name and title  

 Financial contact’s phone number and FAX number 

 Interviewee’s name and title (if different from above) 

  Interviewee’s phone and FAX number. 

The Site Memorandum can be handwritten while making a site tour, but in all cases must eventually be 
prepared (using the MS Word template Site Memorandum Template.dot), printed, and filed in site file. Some 
information included in the Site Memorandum may be obtained during the site tour (module 5). Additional 
information should be obtained from further questioning of site management. 

Describing Operations 

A description of operations includes the site’s ownership structure. For example, Subsidiary Company is a small 
parking lot recycler that is owned by Parent Corporation. In addition, note the number of locations. For 
example, Subsidiary Company may be one of five sites located throughout the state which are owned by Parent 
Corporation. Further, the description of operations summarizes all materials handled by the site. For instance, 
Subsidiary Company accepts all CRV containers, scrap nonferrous metals, scrap glass, and newspaper. General 
observations about yard operations, office, and general customer traffic flow should be included. 
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Advertisements, brochures, or publications prepared for the site may provide additional detail of site 
operations and materials accepted. Where available, these documents serve as a source of background to 
prepare the Site Memorandum. However, they are not meant to replace in-depth interview with site 
management or a written description of site operations. 

Describing CRV Materials Handled 

The description of CRV materials handled describes the process of how each CRV material is handled, from 
yard entry to yard exit. The process of CRV material flow should include how materials are sorted, stored, 
packaged, loaded, and transported. 

A recycler will likely ship CRV material to another recycler or to a processor. Likewise, a processor will likely 
ship CRV material to another processor, to somewhere for a broker, or to an end-user (e.g., beverage 
container manufacturer). The survey team should identify locations and distance from site where CRV 
material is sent during the relevant calendar year. Note that CRV material may be shipped to many locations 
during a calendar year.  

Identifying the Source of Payroll Information  

The survey team must identify sources of payroll information in the Site Memorandum. As an example, the 
source of one site’s payroll information might be calendar year 2010 W-2 forms and an internally prepared 
payroll register. Alternatively, another site may provide a calendar year 2010 ADP payroll register. This is 
where the survey team might exercise their judgment on how to handle payroll hours and wages (i.e., 
document that employees who perform similar tasks and are paid the same rate are grouped together as one 
employee (known as a “superemployee”) for the purpose of completing the automated cost survey model). 

Identifying the Source of Financial Information  

The survey team must identify sources of financial information in the Site Memorandum, including the 
corresponding time period of each source. As an example, the source of one site’s financial information might 
be a 2010 federal income tax return, Schedule C. Alternatively, another site may provide fiscal year 2010 
internally prepared financial statements. 

Describing Direct Costing and Special Cost Considerations  

In reviewing each site’s financials, a PRIMARY goal is to directly allocate as many cost items and costs as possible 
to the activity causing the cost. This is more important for large sites and dual sites (which often are large sites). 
You should determine what is included in each cost category, particularly items such as supplies, equipment, 
depreciation, fuel, transportation, travel, commissions, taxes, and auto and truck expenses. You should ask the site 
manager about each line item.  

When you determine that an item should be direct costed, but not necessarily to a single CRV material or all 
to other business, and you have specific information about the cost, use the “beverage container indirect” 
(BCI) or the “all materials indirect” (AMI) percentages to allocate between material types as the first step. 
(These concepts are more fully explained in a later module.) Always start with BCI and AMI percentages, 
unless you obtain direct and specific documentation from the recycler.  
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For example, if the recycler tells you that the transportation line item on his financials is for hauling CRV aluminum 
and CRV glass, and he says he ships aluminum once a week and glass twice, still use the relative BCI percentages  
for glass and aluminum. However, if he provides documentation of specific shipping costs for each CRV material, 
then use this specific information to allocate the transportation costs directly to CRV aluminum and CRV glass. 

In this section of the Site Memorandum, provide a brief description of why you directly costed items, and identify 
the approach you used. For example, you might write in this section: “Truck depreciation is direct costed between 
aluminum, PET, and HDPE because the owner purchased a new truck to haul only these three CRV materials. 
We used BCI, then the relative weights of PET and HDPE to allocate costs.” You should also identify and explain 
any unusual cost categories that you discussed with the site operator such as legal fees, consulting, and travel. 

Documenting and Resolving Problems Encountered and Solutions 

The survey team must identify and document problems encountered in the Site Memorandum. Problems at a 
site include unidentified owner’s salaries, fiscal year or partial year financial information, unavailable labor 
hours or wages, consolidated financial statements1, or identified costs not included in financial statements. 
The survey team must describe in the Site Memorandum a solution for each problem. (Additional sample 
problem and solutions can be found in a handout in this module). Further, the survey team should describe 
here assumptions made about cost calculations to solve a presented problem. 

If information is unavailable or does not represent a reasonable cost, the problem may be solved by imputing 
a cost but only if the site team confirms with site management that the company actually incurred the cost. 

The survey team also must address related party transactions (RPT). A problem may exist if transactions occur between 
the recycler and/or its processor and affiliated companies, officers, owners, or family members, and the transaction is 
undervalued or overvalued. To solve RPT’s, an interviewer might review the labor percentages for each employee who 
works for both the recycler and processor. The survey team is examining for actual costs substantiated by company 
documentation, but should not impute a “reasonable” cost should this cost not actually have been incurred by the site. 

Determining What Significant Changes in the Site’s Operations Have Occurred Since the  
12-Month Time Period for Which Costs are Being Measured 

One goal of the survey team is to conduct the survey as close as possible to the end of the calendar year for 
which costs are being calculated. A site often may have undergone significant changes since the 12-month 
time period covered by the financials up to the time the survey team visits the site. Significant process and 
operational changes, and the implications of these changes to the cost survey, should be noted. The survey 
team should determine why these changes occurred and document them in the Site Memorandum. 

As an example, following a site tour of the current operation, the survey team may develop one perspective of 
how the operation works. However, during a review of relevant 12-month financial and labor data, the 
operation might appear different. The survey team should describe this difference and recognize that, in some 
cases, field observations may not always correlate with results generated by the automated cost survey model. 
A recycler could have added processing equipment to become certified as a dual site. Similarly, a recycler 
might now accept non-CRV materials, whereas, during the 12-month period for which financial statements 
are available, the recycler may have accepted only CRV material. 
                                                      
1 The site being surveyed is one of many sites owned by the company; financial results of the site are “consolidated” into the parent 

company’s financial statements. 
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Performing Final Review  

Any additional information that the survey team believes is important to review with the site visit results 
should be included in the memorandum. Further, the survey team must describe assumptions made about 
cost calculations or estimations of direct CRV costs. 

Documenting the Financial Contact 

The name, title, telephone number, and FAX number of the contact person who provides financial 
information for the survey team is noted in the Site Memorandum. This contact is useful for follow-up 
questions, later references to the site’s file, and future cost surveys. You must also obtain a business card from 
your contact, and place this business card in the site file. 

Reviewing Summary Statistics Generated by the Automated Model to Determine Whether 
Final Results are Reasonable 

The automated model provides a summary sheet of key statistics. These include the: 

 Unallocated labor hours as a percent of total site hours 

 Unallocated wages as a percent of total site wages 

 Labor reconciliation (% unallocated difference, or % ULD, between two sources of wage information: 
(1) financial statements used as the source of cost information, and (2) payroll registers/W2s/ADP 
registers used as the source of wage information) 

 Overall wage per hour 

 Total costs of the site 

 Wages per hour (direct yard, all other labor, and total) 

 Cost per container redeemed 

 Cost per ton (aluminum, bi-metal, glass, plastic) 

 Recycler’s mix of CRV material, as measured by: (1) containers redeemed at site, and (2) labor hours 
allocated from labor hour interview 

 Total site costs allocated to each CRV material 

 The RC's cost for each of 12 items as a percent of the RC's total cost. 

A site may have a large percent of its total labor hours that are unallocated. This will impact the calculation of 
AMI and BCI percentages, thus misrepresenting costs. If unallocated hours are greater than three percent 
of total site hours, the survey team should question results and contact the site owner/manager, as necessary, 
to confirm each employee's allocation of time during the calendar year. 

Because labor wages generally are a large portion of a site’s cost, a high ratio of unallocated wages to total 
wages will skew results considerably. The interviewer also should question results if unallocated wages are 
greater than three percent of total site wages. 

The automated model flags the user if the percent ULD is greater than five percent or less than negative five 
percent. Finally, an overall wage per hour of less than $8 per hour or greater than $32 per hour should lead 
the interviewer to review information obtained for site wages and hours. 
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Schedule 

Estimated module time: 2.6 Hours 

Outline of Module Technique 
Training Time 
(including self 
study) (min.) 

1. Introduce module Lecture 30 

2. Read key topics and review handouts Readings 45 

3. Do work assignment #1 - Complete a sample Site Memorandum Work Assignment 30 

4. Do work assignment #2 - Perform role play exercises Work Assignment 50 

 Totals 155 
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Readings and Handouts 

1. Site Memorandum 

2. Sample of a completed Site Memorandum 

3. Summary of typical problems encountered and solutions 

4. Sample 1: Site memoranda descriptions of problems and solutions 

5. Sample 2: Site memoranda descriptions of problems and solutions 

6. Sample 3: Site memoranda descriptions of problems and solutions 

7. Sample 4: Site memoranda descriptions of problems and solutions 
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SITE MEMORANDUM 
 

RC:  PR:  Name:  

Site Visit Date:   
 

SITE MEMORANDUM 
Reviewed by: 
 
 
Date: 
 

Prepared by: 
 
 
Date:     

Index # 
 

B.1.1 
Revised 1/28/04 

SURVEY TEAM MEMBERS:   
 
 

 
YOU ARE NOT LIMITED TO THE SPACE INDICATED ON THIS FORM! 

A. GENERAL DESCRIPTION OF SITE'S LOCATION AND OPERATIONS 

THIS FORM MAY BE COMPLETED ON THE COMPUTER AND EXPANDED AS NEEDED. 

1. Site information 

LOT SIZE  TYPE 
No Sq Ft     Supermarket Site 
No of Acres     Independent Facility 
     
     

2. Material Types Handled: 

a. CRV Aluminum    Bi-Metal      Glass  PET Plastic      

 
Other Plastics: HDPE (#2)  PVC (#3)  LDPE (#4)  PP (#5)  PS (#6)  OTHER (#7)  

 
b. Non-CRV Motor Oil  Cardboard     Clothing    Pane Glass     Paper/fiber     Scrap metal  

 
 Other:   

3. Overall Activity Split (%) 

CRV 100  Non-CRV  

4. CRV Activity (%) 

Aluminum   Glass   PET Plastic    HDPE Plastic  
Bi-Metal         #3 to #7 Plastic  
 
If the percentage in 3 & 4 above are not consistent with the BCI & AMI percentages in the model, explain:  

5. Business Activity 

Number of Business Locations: Recycler   Processor   Other  
Business Ownership:  Sole Proprietor    Corporation    Partnership    

 

Handout 1 
Page 1 of 4 



SITE MEMORANDUM 
 

RC:  PR:  Name:  

Site Visit Date:   
 

SITE MEMORANDUM 
Reviewed by: 
 
 
Date: 
 

Prepared by: 
 
 
Date:     

Index # 
 

B.1.2 
Revised 1/28/04 

Estimated number of full time employees 

CRV Non-CRV Other 
Business  TOTAL 

yard Office yard Office    
       

6. Changes from previous calendar year 

a. Materials  
b. Employees  
c. Equipment  
d. Yard size  
e. Location  
f. Volumes  

7. Narrative description of site’s location and operations 

B. DESCRIPTION OF CRV MATERIALS HANDLED 
Include: Brief description of how each material type is handled from yard entry to yard exit. Include how materials are: 
sorted, stored, packaged, and transported (including who transports, vehicle type, Scrap Value Deduction (SVD,) and 
miles freighted to next facility). 

1. Aluminum Beverage Containers:  

2. Bi-Metal Beverage Containers:  

3. Glass Beverage Containers:  

4. PET #1 Plastic Beverage Containers:  

5. HDPE #2 Plastic Beverage Containers:  
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Reviewed by: 
 
 
Date: 
 

Prepared by: 
 
 
Date:     

Index # 
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Revised 1/28/04 

6. PVC #3 Plastic Beverage Containers:  

7. LDPE #4 Plastic Beverage Containers:  

8. PP #5 Plastic Beverage Containers:  

9. PS #6 Plastic Beverage Containers:  

10. Other #7 Plastic Beverage Containers:  

C. SPECIFIC SOURCE OF PAYROLL INFORMATION: (Include: location, type, nature of source, as well as 
name, title and phone number of person interviewed for this information.) 

D. SPECIFIC SOURCE OF FINANCIAL INFORMATION: (Include: location, type, nature of source, as well 
as name, title and phone number of person interviewed for this information.) 

E. DESCRIPTION OF DIRECT COSTING AND SPECIAL COST CONSIDERATIONS:  
Include: Brief description of why items are direct costed, and the approaches used. (For example: “Truck depreciation 
is direct costed between aluminum, PET, and HDPE because the owner purchased a new truck to haul only these 
materials. We used BCI, then the relative weights of PET and HDPE to allocate costs.” Also identify and explain any 
unusual cost categories that you discussed with the site operator such as legal fees, consulting, travel, etc). 

F. PROBLEMS ENCOUNTERED AND SOLUTIONS: (Any problems noted MUST have a corresponding 
solution.) 

PROBLEM 1:  
 
SOLUTION 1:  
 
 
PROBLEM 2:  
 
SOLUTION 2:  
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SITE MEMORANDUM 
 

RC:  PR:  Name:  

Site Visit Date:   
 

SITE MEMORANDUM 
Reviewed by: 
 
 
Date: 
 

Prepared by: 
 
 
Date:     

Index # 
 

B.1.4 
Revised 1/28/04 

G. CONTACT PERSON(S): 
Site Management Site Information 

Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  

Labor Interview Financial Information 
Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  

Labor Information Payroll Information 
Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  
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SITE MEMORANDUM 
 

RC: 16345 PR:  Name: Miller Recycling 

Site Visit Date: 9/1/11  
 

SITE MEMORANDUM 
Reviewed by: 
 
 
Date: 
 

Prepared by: 
 
 
Date:     

Index # 
 

B.1.1 
Revised 1/28/04 

SURVEY TEAM MEMBERS:  Karl Rove 
David Alexrod  

 
 

YOU ARE NOT LIMITED TO THE SPACE INDICATED ON THIS FORM! 

A. GENERAL DESCRIPTION OF SITE'S LOCATION AND OPERATIONS 

THIS FORM MAY BE COMPLETED ON THE COMPUTER AND EXPANDED AS NEEDED. 

8. Site information 

LOT SIZE  TYPE 
No Sq Ft   X  Supermarket Site 
No of Acres     Independent Facility 
     
     

9. Material Types Handled: 

a. CRV Aluminum   x Bi-Metal      Glass x PET Plastic   x   

 
Other Plastics: HDPE (#2)  PVC (#3)  LDPE (#4)  PP (#5)  PS (#6)  OTHER (#7)  

 
b. Non-CRV Motor Oil  Cardboard     Clothing    Pane Glass     Paper/fiber     Scrap metal  

 
 Other:  Non-CRV glass 

10. Overall Activity Split (%) 

CRV 99%  Non-CRV 1% 

11. CRV Activity (%) 

Aluminum 45%  Glass 50%  PET Plastic  5%  HDPE Plastic  
Bi-Metal         #3 to #7 Plastic  
 
If the percentage in 3 & 4 above are not consistent with the BCI & AMI percentages in the model, explain:  

12. Business Activity 

Number of Business Locations: Recycler 426  Processor 2  Other  
Business Ownership:  Sole Proprietor    Corporation  x  Partnership    
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SITE MEMORANDUM 
 

RC: 16345 PR:  Name: Miller Recycling 

Site Visit Date: 9/1/11  
 

SITE MEMORANDUM 
Reviewed by: 
 
 
Date: 
 

Prepared by: 
 
 
Date:     

Index # 
 

B.1.2 
Revised 1/28/04 

Estimated number of full time employees 

CRV Non-CRV Other 
Business  TOTAL 

yard Office yard Office    
1      1 

13. Changes from previous calendar year 

a. Materials As a result of SB332 
b. Employees No changes 
c. Equipment No changes 
d. Yard size No changes 
e. Location No changes 
f. Volumes Increase due to new CRV containers in the program. 

14. Narrative description of site’s location and operations 

This site is situated on the west side of a supermarket parking lot located on Country Side Lane. The site typically 
takes up four to five parking spaces and consists of one forty-foot roll-off bin and four igloos. The roll-off bin is used 
to store the UBC aluminum and plastic and the igloos hold the sorted UBC glass. One igloo is for clear glass, one 
for green glass, and two for brown glass. There are five 10-gallon buckets used to sort and weigh glass, and three 
wire mesh baskets used to sort and weigh aluminum and plastic. No baling of materials is done at this site. 
 
There are no coverings or buildings to protect the attendant from the elements or house the equipment, with the 
exception of the roll-off. Utilities such as telephones, gas, electricity, water and garbage are non-existent at this 
location. 
 
One attendant operates the site, which is open thirty hours per week. The attendant picks up the portable 
computer, printer, key for roll-off, and script, which is used to pay the customer, from the supermarket each 
morning. There is a 120-lb capacity scale inside the roll-off bin along with a table and chair that the attendant uses 
as a desk. The attendant turns on the portable computer, levels the scale and is ready for business. At the end of 
the day the portable computer, printer, key for roll-off bin and unused script is returned to the supermarket for 
storage until the next business day, as a theft precaution. 

B. DESCRIPTION OF CRV MATERIALS HANDLED 
Include: Brief description of how each material type is handled from yard entry to yard exit. Include how materials are: 
sorted, stored, packaged, Scrap Value Deduction (SVD,) and miles freighted to next facility. 

1. Aluminum Beverage Containers: The customer and/or the attendant sort the UBC aluminum into wire 
mesh baskets. The site attendant visually inspects and weighs the material on a 120-lb. capacity scale. 
The buy-back volume is then recorded into the portable computer and the site attendant completes the 
script with the necessary information for payment to the customer. The customer signs for and redeems 
the script for cash at the supermarket within 60 days. The UBC aluminum is stored behind a barrier in the 
roll-off. Various processors picked up material during 2010. No SVD taken. 

2. Bi-Metal Beverage Containers:  
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3. Glass Beverage Containers: The customer and/or the attendant color sort the UBC glass into ten-gallon 
buckets for weighing. The site attendant visually inspects and weighs the material on a 120-lb. capacity 
scale. The buy-back volume is then recorded into the portable computer and the site attendant completes 
the script with the necessary information for payment to the customer. The customer signs for and 
redeems the script for cash at the supermarket within 60 days. The UBC glass is stored in the appropriate 
igloo according to color. Once the igloos reached capacity, various processors picked up material during 
2010. No SVD taken. 

4. PET #1 Plastic Beverage Containers: The customer and/or the attendant sort the UBC plastic into wire 
mesh baskets. The site attendant visually inspects and weighs the material on a 120-lb. capacity scale. 
The buy-back volume is then recorded into the portable computer and the site attendant completes the 
script with the necessary information for payment to the customer. The customer signs for and redeems 
the script for cash at the supermarket within 60 days. The UBC plastic is put into large plastic bags and 
stored inside the roll-off on top of the UBC aluminum. Various processors picked up material during 2008. 
No SVD taken. 

5. HDPE #2 Plastic Beverage Containers:  

6. PVC #3 Plastic Beverage Containers:  

7. LDPE #4 Plastic Beverage Containers:  

8. PP #5 Plastic Beverage Containers:  

9. PS #6 Plastic Beverage Containers:  

10. Other #7 Plastic Beverage Containers:  

C. SPECIFIC SOURCE OF PAYROLL INFORMATION: (Include: location, type, nature of source, as well as 
name, title and phone number of person interviewed for this information.) 

The CPA provided a payroll report obtained from their PayChex Payroll Program. This report listed department, gross 
pay and total hours for each non-salaried employee for the calendar year ending 12/31/10. 

D. SPECIFIC SOURCE OF FINANCIAL INFORMATION: (Include: location, type, nature of source, as well as 
name, title and phone number of person interviewed for this information.) 

The CPA provided a Statement of Earnings for the calendar year ending 12/31/10. The Statement of Earnings listed 
expenses separately by Operating Expenses, and General and Administrative Expenses. 
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E. DESCRIPTION OF DIRECT COSTING AND SPECIAL COST CONSIDERATIONS:  
Include: Brief description of why items are direct costed, and the approaches used. (For example: “Truck depreciation 
is direct costed between aluminum, PET, and HDPE because the owner purchased a new truck to haul only these 
materials. We used BCI, then the relative weights of PET and HDPE to allocate costs.” Also identify and explain any 
unusual cost categories that you discussed with the site operator such as legal fees, consulting, travel, etc). 

Per Guillermo Garcia, General Manager, and Linda Imel, External Accountant, the following items were directly 
allocated to Non-CRV activities; or split between Non-CRV and CRV using applicable AMI percentages: 

Direct Costing: 

Auto Lease – See 4.1 within the Cost Model for a summary and allocation of auto lease expense to Non-CRV 
activities. A total of $28,281 was allocated to Non-CRV. 

Repairs and Maintenance – Truck – See section 4.1 within the Cost Model, for a summary and allocation of truck 
maintenance expense to Non-CRV activities. A total of $37,083 was allocated to Non-CRV.  

Depreciation – The site team identified a total of $895,461 in Non-CRV costs per the 3/31 depreciation schedule. 
These costs were directly allocated to Non-CRV activities using the “recycler direct costs” tab in the cost model. 
See Site file section 3.1 for calculation of allocable depreciation. 

See section C-6, Recycler Direct Costs, for allocations applied to the cost model. 

F. PROBLEMS ENCOUNTERED AND SOLUTIONS: (Any problems noted MUST have a corresponding 
solution.) 

PROBLEM 1: The company did not have actual hours worked by contract/temporary employees who do not work 
directly at the RC sites and fall into the "Other Business" category. 
 
SOLUTION 1: The company gave number of employees and hourly rate. Rates were averaged and divided into total 
wages to determine hours. See Labor Reconciliation. 
 
PROBLEM 2: The company could not give a breakdown per site for Administration wages and hours. The CPA 
indicated that everyone had some part of their job that had to do with Recycling. 
 
SOLUTION 2: We determined Administrative wages and hours for the site by allocating 0.24% of total administrative 
wages and hours to this site (1 / 426 = 0.24%). The Cost Model will not accept less than 1%. Therefore, we entered 
the allocated Administrative wages and hours for this site, and entered as 100% Site time and 100% Recycler. 
 
PROBLEM 3: Financials include wages for Corporate Officers and Salaried Employees. However, the company 
would not divulge any salary information for corporate officers and salaried employees. 
 
SOLUTION 3: Balance of wages from Labor/Financial Reconciliation was used for Corporate Officers and Salaried 
Employees (Super Managers). Hours were determined by information provided by the CPA (2 Corporate Officers / 33 
Salaried Employees). 
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SITE MEMORANDUM 
 

RC: 16345 PR:  Name: Miller Recycling 

Site Visit Date: 9/1/11  
 

SITE MEMORANDUM 
Reviewed by: 
 
 
Date: 
 

Prepared by: 
 
 
Date:     

Index # 
 

B.1.5 
Revised 1/28/04 

G. CONTACT PERSON(S): 
Site Management Site Information 

Name:  Joe Miller Name:  Joe Miller 
Title:  President Title:  President 
Phone #:  (916) 555-1212 Phone #:  (916) 555-1212 
FAX: #: (916) 555-1313 FAX: #: (916) 555-1313 

Labor Interview Financial Information 
Name:  Jane Ayers Name:  Jane Ayers 
Title:  Controller Title:  Controller 
Phone #:  (916) 555-1888 Phone #:  (916) 555-1888 
FAX: #: (916) 555-1313 FAX: #: (916) 555-1313 

Labor Information Payroll Information 
Name:   Name:   
Title:   Title:   
Phone #:   Phone #:   
FAX: #:  FAX: #:  
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Summary of Typical Problems Encountered and Solutions 

Problems Encountered Solutions 

Financial Information  

1. Financial data are available for fiscal 
year only 

1. Verify with owner that fiscal year is representative for calendar year and then use 
fiscal year data. Use parts of each FY report to create calendar year 2010. 
Example, CY 2010 costs could be estimated by obtaining FY 6/30/10, then 
subtract 6-month costs from internally prepared statements ending 12/31/09, 
and add 6-month costs from internally prepared statements ending 12/31/10. 

2. If fiscal year is not representative, use latest 12 months that are available, even if 
you need to use monthly reports. Verify with owner that the selected months are 
representative for calendar year 2010. Recycling volumes used must match the 
months used. Each step in this process must be documented so that there’s no 
doubt what you did and why. 

2. No financial records are available Calculate costs by using check disbursements, purchase orders, vendor payment 
files, and any other documentation. Important - information must come from some 
kind of documentation; not from owner’s estimates. 

3. Not all costs are included in the 
financial statement 

Ask site representative to provide documentation for all additional costs not reported 
in the financial statement (i.e. summary of cost of goods sold and schedules) 

4. Financial statements are presented  
at a level that does not allow survey  
team to identify some cost categories, 
such as salaries, wages, benefits, and 
payroll taxes 

Obtain detailed financial reports from the company that support the financial 
statement. Determine how close net income shown on these detailed statements is 
to the net income shown in the financial statement. If difference is less than 3 
percent, use detailed reports to provide detail to categorize costs and distinguish 
labor 1 and 1b costs. 

5. Financial statement provided is actually 
a cost center report and contains 
allocations for the local corporation  
and the parent corporation 

If this is the only available source of financial information, use it. However, if the site 
manager cannot determine whether these corporate allocations include services for the 
site being surveyed, or other direct support, do not allow these allocations. Some of 
the costs could be direct costs of the RC, not a corporate allocation, so use them.  

6. Negative costs appear in the 
company’s financial statements 

Obtain explanation from site manager or company representative. These could be 
the result of coding costs, then reclassifying some of them. 

7. No financial data provided by the site 
manager before or on the day of site 
team visit. 

Obtain financial data from the parent company or the site’s CPA. Question data 
contained in these financials. It could be that the RC had not been a unique 
business reporting unit prior to July 1, 2010. 

8. Some costs on FY 2010 financial 
statement are solely calendar year 
2011 calendar year costs 

Use the costs provided. Do not adjust the costs. 
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Summary of Typical Problems Encountered and Solutions 

Problems Encountered Solutions 

Wages and Hours  
9. Salaries and wages provided on 

company income statement did not 
agree with payroll record wages.  

Request that owner or financial officer resolve the difference. For example, it could 
be that payroll records are not correct because employees were reclassified in mid-
year. Also, company could have made errors in payroll records sent to EDD. 

10. Owner did not know 2010 hours 
for employees 

Estimate hours for each employee from available records, such as EDD DE-6 
quarterly reports, quarterly payroll reports produced by owner’s PC, bi-weekly 
payroll reports produced by owner’s PC, and/or hourly rates shown on the 
company’s payroll reports. Confirm with owner what scale employees were paid for 
overtime (need this rate to estimate the OT hours from OT wages in those cases 
where OT hours not provided). Ask owner to estimate their hours at site. Assumed 
wages for owner are the net profit of the company during 2010. Confirmed with 
owner what labor rate is paid for outside and contract labor (shown as costs on 
company’s Schedule C), and apply this rate to outside and contract labor expenses 
to determine hours worked. 

11. All laborers paid in cash and not 
included on payroll records 

Perform more interviewing as necessary (get to the root of where the information  
is documented). 

12. No information for regular hours 
worked or overtime hours 

Perform more interviewing as necessary. For each employee, determine hours from 
annual wages and hourly rates, and apply overtime formula (if necessary). 

13. A full 12 months of hour and wage 
data are not available 

1. Make all effort to obtain 2010 wages (at least get totals from W-2’s). 
2. Get latest 12 months of actual wages. 
3. Extrapolate partial year data (e.g., 9 months) of wages and hours to a full calendar 

year. 
14. Employee wages and hours for CY 

2008 are not available, and data are 
not available to calculate CY wages 
and hours (as well as costs) 

Used actual FY wages provided by company, and estimate FY hours based on actual 
CY wages and hours data provided by company. To do this, must have site manager 
or representative determine that no material change in operations occurred during 
final x months of 2010 from final x months of 2009 

15. No employee names and wages  
for laborers 

Again, make all efforts to get documentation. However, if only one employee is at 
the site at one time, but many work the site performing the same task, classify all 
employee wages as one laborer. If this is not true, still classify all employees by 
position types, and make sure each position reflects the correct number of persons 
and their total hours performing like tasks. Document problems and solutions 
concerning missing labor documents 

16. Large portion of labor is from 
temporary agency employee(s) 

1. Have the owner contact the temporary agency and obtain summary invoices of 
labor wage and hour information (regular/OT).  

2. Alternatively, use contract expense as wages and extrapolate.  
3. Do not have owner/operator estimate number of hours. You should be able to 

calculate regular and overtime hours from the information given. 
17. No labor at site (e.g., at a reverse 

vending machine) 
Make every effort to determine how material at site is collected and transported. If a 
driver collects material, determine wages and house for this driver, and ask what 
portion of the driver’s time is spent driving to and servicing the site. 

18. Worker’s compensation insurance 
not included in financial statements 

Confirm paid invoice and paid checks from their documented records for worker’s 
compensation insurance 

19. Owner did not have salary  This has to be determined by reviewing company’s profit and loss statement. Profit 
of company is considered the owner’s salary. Do not ask owner what hourly rate she 
would pay herself to do her job, and do not impute a salary. Obtain what percent of 
full-time she managed/worked the site. Hours are important. 
2. Review checks or disbursement records to the owner.  

20. Excessive owner’s salary Use what is documented. Do not adjust owner’s salary to be reasonable. Interview 
owner to verify payment(s) received. 

21. Owner takes net income after 
expenses out at end of year 

You may use year-end income from tax return as owner’s salary. Verify this with 
owner and by looking at and recording the vehicle used to remove the funds. 
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Summary of Typical Problems Encountered and Solutions 

Problems Encountered Solutions 

Other Expenses  

22. Many “administrative costs” of the 
RC are allocations of corporate 
overhead costs 

Disallow corporate costs not directly or indirectly related to the RC. Costs which 
can be indirectly tied to the RC because of services provided (e.g., accounting, legal, 
payroll, etc.) are allowed. 

23. Some ocean freight charges to ship 
processed goods to end users exist 
on financial statement even though 
the site is a recycler 

Cost for transportation from a recycler is allowable if the recycler delivers CRV  
material to an end user. Disallow these costs if they are being reimbursed by another 
entity through scrap value deduction or because the materials are non-CRV. 

24. Owner rents property to business at 
unreasonably low cost 

Accept actual cost as recorded. Do not impute any additional rent if it was not 
actually paid. 

25. No depreciation expense, however, 
interviewer noted assets on site 

Verify with owner that all assets are fully depreciated, leased, rented, or donated  
and ask accountant for a depreciation schedule (this cost is not always listed in  
the expenses).  

26. Depreciation schedule does not 
match financial statement 
depreciation 

Ask site manager to explain why they do not match and to reconcile the two 
statements. Decide on which schedule to use, which may be the schedule shown in 
tax return. 

27. No property tax or rent expense Document the reason. Appropriate if non-profit organization. If not, document the 
reason. Do not impute any additional property taxes or rent if these were not 
actually paid. 

28. Property taxes not shown 
separately, but rather included in 
general accounts 

Review paid invoices to determine appropriate property taxes paid (show breakout 
in workpapers) 

29. Math errors found in tax return Use numbers as reported on tax return (do not correct math errors). 

30. No truck insurance, property tax, 
or utilities paid 

Verify with owner/operator that the recycler/processor did not incur these expenses 
(the property or trucks might be rented [no property taxes], and the rental charge 
might include utilities). Ask the accountant for a breakdown if expenses are  
lumped together. 

31. Owner could not directly allocate 
any financial statement line-item 
costs to a particular material or 
between the recycler/processor at a 
dual site 

Use labor allocation methodology as basis for allocating all costs (which is what the 
automated cost survey model does) 

32. Some financial statement line item 
costs could be allocated to more 
than one cost category 

Ask the owner to estimate the percent of these costs applicable to the different cost 
categories. However, this is not absolutely required for completing a valid cost 
survey properly 
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Sample 1  
Site Memoranda Descriptions of Problems and Solutions 

Financial Information 
1. Because the financial statements were ending 9/30/10, we asked the Account Manager for the current 

fiscal year expenses by month so we could complete calendar year expenses for 2010. She informed us 
that labor would be understated on the 9/30/10 financial statements. As it turned out, employee W-2’s 
were available to complete the wages for 2010 and total wages were under 3% of unallocated wages 
expense for 2010. 

2. The Controller stated that no costs could be specifically identified to a material type or a process. The 
Controller was able to provide costs to perform a few selected tasks, based on their own internal study. 
These are noted on the Cost Input Sheet of the automated cost survey model. Therefore, nearly all costs 
are indirect and will be allocated based on labor hours (using the automated cost survey model). 

3. Calendar year financial data were not available. As a result, financial data were collected by using monthly 
data to make up a full 12 months. 

4. The buyback center is a small portion of business and is not accounted for as a separate cost center. Efforts 
were made to isolate costs of the buyback center from overall site costs through inquiry with site management. 

5. The financial information does not include corporate overhead expenses for accounting, executive salary, 
etc. Therefore, we do not include a corporate allocation in the expenses. 

6. Although separate records are kept for most of the expenses of the recycling operation, there are a few 
expenses that relate to both the recycler and the parent company. For those expenses not recorded separately 
for the recycling operation, we had the accountant estimate the portion of each expense that was directly 
attributable to the recycler; we allocated the remaining percentage of these expenses to “other business.” 

7. Some costs on the financial statements pertain to activities which are disallowed in the cost survey, such 
as: lobbying expenses, brokering activities costs, and disposal costs. These costs and entered on the Cost 
Input Sheet and are excluded from the allowable costs and footnoted in the Cost Summary sheet of the 
automated cost survey model 

8. Depreciation schedules provided were not useful because assets which I or the owner identified as being 
material specific are not being depreciated anymore and are not on the schedule. On the schedule itself, 
no description exists to determine what expense related to what asset, and the owner is confused as to 
what each asset represented. The depreciation schedule is included in our survey file, and the automated 
cost survey model allocates depreciation expenses by labor percentages. 

9. Because all costs are not summarized on one set of financial statements, we had to manually consolidate 
direct and indirect costs to the site. To do this, we obtained the direct cost profile for the site, an indirect 
cost profile for the whole area, and the transportation costs as explained by the parent company’s cost 
accounting department. The direct costs and the transportation costs are classified as BCI, whereas the 
area costs are classified as “All Locations AMI.” Because labor information is housed at the Virginia 
headquarters, we were unable to view a W-2 or similar payroll information. Instead, the accountant 
provided us with wage and hour information shown of the wage and hour worksheet included in the file. 
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Splitting a Cost 
1. Some costs, such as insurance, are consolidated into one account. This account includes all truck, auto, 

medical, workers compensation, and general liability. To break these costs out, the accountant prepared 
an insurance ledger and broke the costs out by type of insurance coverage (vehicle vs. employee). These 
costs are included on the Cost Input Sheet of the automated cost survey model. 

Labor Information 
1. Labor hours are not available. They are derived using a regular time and overtime pay, and an average 

wage per hour and average hours per week. 

Imputing Costs 
1. The Company is provided a can sorter/blower and a trailer for cans, by Anheuser Busch. Anheuser Busch 

picks up the trailer when it is filled with cans. Anheuser Busch supplies this equipment rent free. 
However, per the site manager, Anheuser Busch pays 2¢ a pound less for the cans it purchases from the 
site in exchange for the use of this equipment. Do not impute

2. Recycling equipment owned by the owner is rented back to the company. This is a related party 
transaction. Additionally, the rent paid is unreasonably low and does not appear to be based on fair 
market value of the equipment. We 

 any cost from a scrap value deduction. 

do not impute

3. The only related party transaction in 2010 affecting our surveyed costs is the allocation of corporate 
overhead from Sunrise Sanitation. As Sunrise Sanitation performs all accounting and payroll functions for 
Delta Paper, and because the allocation appears to be based on direct costs of the processor, we deem 
these allocations to be reasonable and allowable costs. 

 a rent expense based on the fair market value of the 
equipment. We accept the actual cost in this instance. 

4. No payroll information exists nor is supplied for the RC, and W-2’s were not available. We kept asking 
for documentation of wages, and the owner called his accountant who called the company’s payroll 
service. The payroll service produced a payroll register. This information is provided on the Labor Input 
Sheet in the automated cost model and reconciled with the financial statements. 

Other 
l . A major issue arose during the site tour. Much non-CRV processing takes place even though the site is 

not certified as a processor. In order to approach how to allocate costs and labor, staff decided that all 
handling of materials at a single RC would be classified under the Recycling category. 

2. There is another business relating to sewing of pillows and curtains which is contained in the recycling 
center’s labor category. These employees are identified in the labor interview and are included as other 
business labor only. 

3. The buyback area (RC) has changed since 2010. In 2010, the site had a processor “process” all of the 
material. In 2011, the site began to split work with the end-user or processor. The result is listed on the 
Site Activity Description form in 2011 (when survey is being done) are not representative of 2010. Note: 
what is viewed during the 2011 site tour may not be representative of 2010. 

4. Financial data are housed at the CPA firm, which handles the accounting of the firm. The information 
was not ready upon our arrival causing about three hours of downtime. In addition, payroll information 
was not completed and needed to be generated. This resulted in about one hour of downtime. 
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Sample 2 
Site Memoranda Descriptions of Problems and Solutions 

Company A 

On Tuesday, July 19, 2011, Erik and Jeff met with the General Manger, at Six Pack Recycling Center. The 
center is a certified recycling center, but also partakes in processing activities of non-CRV materials and PET. 
The recycler handles all types of materials, CRV and non-CRV, worth noting was the large amount of copper 
received and the large amount of labor handling it full time. 

The corporation itself is wholly-owned by Six Pack Industries. A related company, Six Pack Group, leases the 
facility to the recycling center at a rate which was documented on Six Pack Group’s financial statements. 

We were given Paychex, payroll processing reports and W-2’s to determine labor costs and hours and 
compiled financial statements for the period ending 9/30/10 as detail for costs. 

Problem:  Because the financial statements were ending 9/30/10, we asked June the account manager 
whether expenses were representative of the year ending 12/31/10. She informed us that they 
were, and that only labor would be understated on the 9/30 financial statements. As it turned 
out, labor was in fact understated on the financial statements.  

Solution: We asked for and received 2010 W2s for all employees, and determined wages for each 
employer. The difference in wages (from the financial statements) was included in a worksheet 
on the automated cost survey model, and provided in the site file @ 2.1 6/28. 

Problem:  A major issue arose during the site tour. It was noted that much non-CRV processing takes 
place even though the site is not certified.  

Solution: In order to approach how to break costs and labor, we referred to the solution established at the 
meeting in Sacramento on 7/22/11. At this meeting it was decided that all handling of materials 
at a single RC would be classified under the Recycling category. 

Problem:  There was labor for some other business relating to sewing of pillows and curtains that was 
picked-up on the recycling centers labor category.  

Solution: These employees were identified in the interview and allocated to “Other Business” during the 
labor hour interviews. 

Company B 
Problem:  Controller would not allow financial information to be photocopied. 
Solution: Created a new sheet in the cost model (tab name: AFS), and typed in the entire income 

statement and footnotes. 

Problem: Controller stated that no costs could be specifically identified to a material type or a process. 
Solution: Costs will be allocated based on model. The controller did provide costs to perform tasks based 

on their own internal study. See 2.1 3/5. 
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Company C 
Problem: Calendar year financial data were not available, but the fiscal year results was not representative 

of calendar year activities 
Solution: Used latest 12 months that were available, using monthly reports. Verified with owner that the 

selected months are representative for calendar year 2010. Recycling volumes used match the months 
used for financial reports. Documented what we did and why @ 2.1 4/6 and 5/6.  

Problem: Buyback center is a small portion of business and is not accounted for as a separate cost center. 
Solution: Efforts were made through inquiry to isolate costs. 

Problem: Efficient operation makes it difficult to identify specific material costs sources. 
Solution: Allocate costs based on model calculations of labor hour allocation percentages 

Problem: Labor hours not available. 
Solution: Derived using pay rate and overtime per week. 

Company D 
Problem: The buyback area (RC) has changed since 2010. Specifically, in 2010 Envipis was having Circo 

“process” all of the material. In 2011, Envipis began to work directly with the end-user or processor. 
Solution: The estimates on the activity description are not representative of 2010. 

Problem: The financial information does not include corporate overhead expenses for accounting, 
executive salary, etc. 

Solution: We will not include a corporate allocation in our figures to remain consistent with other sites in 
the survey (we did not impute these costs). 

Company E 
Problem: The Company is provided a can sorter/blower and a trailer for cans, by Aluminum Can Buyer. 

Aluminum Can Buyer picks up the trailer when it is filled with cans. Aluminum Can Buyer supplies 
this equipment rent free. However, per Company Site Manager, Aluminum Can Buyer pays 3¢ a 
pound less for the cans it purchases from Company in exchange for the use of this equipment.  

Solution: Even though all aluminum cans are sold to Aluminum Can Buyer, do not impute a rent for  
the equipment based on the volume (pounds) of cans redeemed in 2010 and the 3¢/lb 
reduction in price. 
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Company F 
Problem: Although separate records are kept for most of the expenses of the recycling operation, there are 

a few expense categories that are only recorded for Mission Beverage Co. in total. These few 
expense categories are not included in the separate schedule detailing recycling expenses in the 
Mission Beverage Co. financial statements. 

Solution: We did not include expenses that management had not recorded for the recycling operation. 

Problem: Recycling equipment owned by the owner of Mission Beverage Co. is rented back to the 
company. This is a related party transaction. Additionally, the rent paid is unreasonably low and 
does not appear to be based on the fair market value of the equipment. 

Solution: We used the rent expense actually charged by the owner. We did not impute a fair market value 
of the equipment. 

Company G 
Problem: The company is provided equipment and transportation out for its aluminum and glass by 

Alcoa and Gilton respectively. This equipment and transportation is free of charge, although 
there is a reduction in the purchase price of these materials by both Alcoa and Gilton. 

Solution: We did not impute a cost for this equipment and transportation. 

Problem: The only related party transaction in 2010 affecting our surveyed costs was the allocation of 
overhead from Sunrise Sanitation. 

Solution: As Sunrise Sanitation performs all accounting and payroll functions for Delta Paper, and 
because the allocation appears to be based on direct costs of the regular/processor, we have 
deemed these allocations to be reasonable and allowable costs. 

Company H 
Problem: The financial data was being housed at the CPA firm that handles accounting of the firm. The 

information was not ready upon my arrival causing about 3 hours of downtime. In addition, 
payroll information was not completed and needed to be generated. This resulted in about 1 
hour of downtime. 

Solution: We re-visited the site on the following day. 

Problem: The recycling manager could not estimate each employee’s time to CRV and non-CRV 
activities. He felt as if doing so would require too much investigation and research and would 
not be feasible. 

Solution: We reminded the recycling manager of the purpose of our visit, the need to develop costs for 
the calculation of a new processing fee, and the legal requirement for any site selected to fully 
cooperate with CalRecycle during this effort. He assisted us in allocating the time of each 
employee identified on his company’s payroll records. 
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Company I 
Problem: No payroll information existed or would be supplied for the RC 
Solution: More interviewing was necessary to get to the root of where the information is documented. 

The owner called his payroll service and requested a copy of a payroll register for 2010. The 
owner wrote down the names of the employees provided by the payroll service over the phone. 
We entered these names into the cost model, and conducted the labor hour interview. In the 
meantime, the payroll service had faxed a copy of the register to the owner, and we recorded the 
wages of each employee in the model. 

Company J 
Problem: Because labor information is housed at the out-of-state headquarters, we were unable to view 

W-2 or similar payroll information 
Solution: The site manager provided us with wage and hour information listed at 1.1 2/3. 

Company K 

This is a handling fee recycler with over 200 sites statewide. We met with the company officers to obtain 
overall financial information, then visited each site to conduct a cost survey. 

Problem: The Company did not track specific personnel by site. The company provided a generic site 
attendant’s wage which accounted for the single site attendant.  

Solution:  The site team used the site attendant wage expense, and site hours provided by the CFO.  

Problem: The area managers for the site covered 15 sites. The area manager did not spend any time 
working at the site. 

Solution: The site team did not include the site manager’s hours in the labor input. Rather, the total 
allocated cost for management time for the site (as provided by the CFO) is included as GBO 
cost in the Cost Input Sheet.  

Company L 

This is a company that operates several hundred handling fee recycler sites in California. We met with the 
company officers to obtain overall financial information, then visited each site to conduct the cost survey. 

Problem: We were not able to get employee specific payroll information. 
Solution: For those employees who worked at the sites, we obtained total wages and wage/hour, but not  

the total hours. We calculated total hours using total wages and wages/hour. For those overhead 
costs that the company allocated to the site, we included everybody in each grouping as a super 
employee. We were able to get total wages and total hours which we allocated to each site equally.  

Problem: We were unable to obtain a depreciation schedule. 
Solution: Per Janette Gorman, CFO, depreciation is allocated equally among all sites and is not allocated 

to each site based on the specific site equipment due to the complexity of tracking the 
information. As all sites have similar equipment, this method appears reasonable. We noted 
each site was allocated only $316 in depreciation.  
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Company M 
Problem: The company had: (1) a pool of hourly workers who worked at different sites owned by the 

company, (2) a supervisor for all sites, (3) drivers who collected from all sites, and (4) two 
“floaters” who were available to cover sites for sickness, vacation, and holidays. The company 
did not necessarily assign an employee to a single site.  

Solution: During 2010, the company owned a varying numbers of sites, with an average of 22 sites in 
operation. The site team imputed 4.6% of bookkeeper, supervisor, and “floater” time to 
RC12345 (i.e., 1/22 of their time because they divided their time equally between sites). 
Because one site (not the survey site) has two attendants, the site team imputed 4% of total site 
staff hours to RC12345 (i.e., 1/23 of the total hours) 

Problem: Hourly employee wages includes the bookkeeper, the “floaters”, and site staff. The company did 
not provide a written breakdown of wages per type of employee.  

Solution: The site team used wage information verbally provided by the owner to impute hours and wages 
for the bookkeeper, floaters, and site staff (see 1.1). 

Company N 
Problem: During 2010, XYZ Recycling operated a total of 68 recycling sites. Consolidated financial 

information was provided by management. However, the company does not maintain discrete 
financial records for individual sites. 

Solution: Based on our discussions with management, the survey team determined the most accurate 
method of allocation using the information available: 

 Bucket 1 – Costs that do not vary significantly by location. The most appropriate method of 
allocation is simply to divide the total expense for each line item below by 68: 
o 1400 Cost of Goods Sold – CRV (COGS entered as non-allowable) 
o 1475 Roll-Off Hauling (scrap value deduction entered as non-allowable) 
o 6283 RVM Store Site Payments (exclusivity pmt entered as non-allowable) 
o  Other Expense 
o 1449 Depreciation - Direct 
o 1460 Officer Salary 
o 1470 Office Staff 
o 1474 Payroll Tax Expense (officers’ portion only) 
o 1370 Zone Supervisor 
o 1540 Healthcare Insurance (because those who elect to have benefits are in the 1460-

1370 categories) 
o 1545 Dental Insurance (because those who elect to have benefits are in the 1460-1370 

categories) 
o 1700 Recruiting 
o 1800 Training and Development 
o 3500 Automobile Supplies 
o 3600 Office Supplies 
o 3620 Postage and Delivery 
o 3700 Office Automation (IT) 
o 3750 Site Automation (IT) 
o 3800 Telephone 
o 3900 Utilities 
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o 4700 Miscellaneous 
o 5000 Marketing 
o 5500 Permits & Licenses 
o 6120 Bank Service Charges 
o 6140 Contributions 
o 6160 Dues & Subscriptions 
o 6240 Security Deposits 
o 6270 Professional Services 
o 6350 Travel & Ent. 
o 6370 Gifts 
o 7000 Taxes 
o 7020 State 
o 7021 Penalty 
o 8200 Interest Expense  
o 6180  Insurance (liability insurance portion) 
o 6280 Rent (main office portion and storage facility portion) 
o 6300 Repairs & Maintenance 
o 8300 Depreciation Expense 

 Bucket 2 – Costs related to just CRV material. The team determined the ratio of containers 
redeemed at the surveyed site divided by total containers redeemed for all sites as the 
method to allocate the company’s cost for the following line item: 
o 4000 CZ Site Supplies 

 Bucket 3 – Costs related to labor activity. Allocate by total hours of operation at each site 
multiplied by hourly rate of employee at site to obtain site specific payroll 
o 1500 Payroll Expense-Gross 
o 1502 Payroll Expense 

 Bucket 4 – Allocate by ratio of total annual labor at the surveyed site divided by the total 
annual labor at all sites. Hours were obtained by total operating hours of site. The hourly 
rate for employee at each site was given to us by management. 
o 1474 Payroll Tax Expense (staff portion only) 

 Bucket 5 – Allocate by ratio of total annual labor at the surveyed site divided by the total 
annual labor at all sites. 
o 6180 Insurance (workers compensation only) 

 Bucket 6 – The most appropriate method of allocation is to divide the total expense by the 
total number of sites that the expense is used for. 
o 6280 Rent (Stater Brothers locations only are divided by 64) 
o 6280 Rent (All locations are divided by 68) 
o 6280 Rent (IVM has an IVM rent specific to the location) 
o 6040 Amortization Expense (Stater Brothers locations only are divided by 64) 
o 6040 Amortization Expense (All locations are divided by 68) 
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Problem: The company does not maintain information relating to wages and hours by site. Employees 
float between sites. 

Solution: Based on our discussions with management, the most accurate method of deriving wages and 
hours by site given the information available is based on a site’s operating hours multiplied by 
the estimated hourly rate which applies to that site. Total Annual Labor at 2.1 is the same as 
total handler wages at 1.1. 

Problem: The site team did not obtain a depreciation schedule from XYZ Recycling. 

Solution: Through discussion with management, all depreciation is broken out on the break-out of 
financials given to the team.  

Problem: The survey team could not obtain hours worked for Zone Supervisors and Office Staff from 
XYZ Recycling. 

Solution: Through discussion with XYZ Recycling management, the average hourly rate for 2010 and the 
annual payroll for each site for the Zone Supervisor and Office Staff was given to us (see 2.3 – 
2.4), which we then used to calculate the approximate number of hours worked at each site. 

Company O 
Problem: The tax return information was consolidated for the operations of seven company recycling sites 

and records of specific site expenses were not available. 

Solution: We entered tax return information, all employees, and payroll costs for all sites into the cost 
survey model, and then let cost survey model allocate the expenses. 

Company P 
Problem: Recycler allocates a management fee of $36,000 to each recycling site. This includes 

transportation, management employees (clerical, baling, supervisors, management), insurance, 
depreciation, supplies, etc. The company operates 17 recycling centers, a flea market, a glass 
processor, and recycling services for other recycling centers in the region. 

Solution: We determined, through interviews with management, that the management fee is directly 
related to the operation of the RCs, and that the fee appears to be reasonable, given the overall 
operations of the company. We separated the $36,000 management fee into two portions: (1) 
costs for labor ($25,699), and (2) costs for overall operations ($10,301). The labor component 
is supported by W-2s for relevant employees, and an average hourly wage provided by Mr. 
Smith. Given the description of transportation costs for their 17 RC system, the management 
operations allocation is probably conservative. However, we will accept the amount specified. 
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Sample 3 
Site Memorandum Descriptions of Problems and Solutions 

General: 

On Wednesday, August 12, 2011, Jeff met with John Doe, owner of Metals Recycling Company. Recycling 
Company is a small to medium size recycling yard which began recycling scrap metal and now also recycles 
CRV containers. The company pays for CRV aluminum, glass and plastic, copper, steel, and brass metals and 
accepts non-CRV glass as donation. The company is wholly owned by Mr. Doe and currently splits its business 
roughly in half between CRV and non-CRV materials, based on information provided from the site tour. 

Source of Financial Information: 

For payroll wages, we were given W-2's for 2010 and to compute hours we were given the hourly rates of the 
hourly employees. With this information, and knowing that the company maintains staggered shifts so that 
there is no overtime, we divided the rate into the gross wages to obtain hours. For those salaried employees, 
we assumed 2,080 hours worked, unless otherwise noted. 

For financial information, we were provided with the 2010 Federal Income Tax Return-Schedule C and its 
supporting schedules. 

Problems and Solutions: 

Mr. Doe was unsure as to how much capital was drawn from the company in 2010. Therefore, we contacted 
his auditor to determine if any draw was made. The accountant provided us with documentation that Mr. 
Doe withdrew $32,000. We did not use this amount as Mr. Doe’s salary because it was a draw. Instead, we 
determined the net income from this sole proprietorship to be $68,000. We used this as his compensation.  

Certain costs were either understated or not listed on the tax return. The first of these is rent. According to 
the tax return, Mr. Doe spent $9,500 on rent in 2010. Based on the area in which the company does business 
and the size of the lot, this expense seemed grossly understated. I inquired with the owner as to why the rent 
was so low, and he explained that the owner of the land held a note for which Mr. Doe was paying off. 
Because of this arrangement, they had worked out a deal to keep his rent low so that he could pay off the note 
within the agreed upon time frame. On July 1, 2010, however, the note was paid and a new lease agreement 
was drafted stating that the new payment per month is $2,600 or $31,200/year. Rather than impute a rent 
cost during the first 6 months, I instead used actual rent paid as the rent expense. I determined total annual 
rent to be $25,100 ($9,500 actually paid during the first six months and $15,600 actually paid in the second 
six months). 

In 2010, Recycling Company had a deal with an aluminum company which called for a $.02 decrease in the 
selling price provided that this company loaded and shipped these CRV cans away. Because scrap value 
deduction is not an allowable cost, we did not do anything with this information. 
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Within the wages category on the tax return, resides in excess of $30,000 ($600/week) for contracted labor to  
work on Saturdays at the yard. Although this cost is properly classified, it is a key item for reconciling labor costs. 

Certain costs such as insurance and taxes contained many different categories within them. By talking with 
Mr. Doe, I was able to break these general costs into their more specific classes. Because of this, and the fact 
that a good portion of the business is dealing with other materials, we had a difficult time breaking costs out 
to their respectful container types. Therefore, we categorized all insurance and tax costs as All Locations AMI 
(with exception to a few items) and will rely on the labor hour interview to break these costs out. 

Contact Person: 

John Doe, Owner (818) 555-1212 

Other Comments: 

NONE 
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Sample 4 
Site Memorandum Descriptions of Problems and Solutions 

General: 

On Friday, August 19, 2011, Jeff met with John Dough, sole owner of Meat Market. From the back of this 
meat market, Mr. Dough maintains a recycling center accepting CRV plastic, aluminum, and commingled 
glass. The recycling center is small in size and operates in the parking lot behind the store. Only one 
individual works at the RC, while others work inside the market. Based on an estimation resulting from the 
site tour, it appears as if the majority of activity in the yard relates to CRV aluminum in relation to the 
number of containers brought in. 

Source of Financial Information: 

For payroll information, we were provided with the payroll journal for the period ending 10/31/10. Because 
this information only included 10 months of information, we asked for full 2010 wages and for W2s. The 
owner did not have any of this information. Therefore, we were forced to estimate the total wages and hours 
for the final two months of 2010. For the payroll that we did have, we divided the total pay rate, as supplied 
by John Dough, into the gross wages. This calculation became reasonable when Mr. Martinez explained that 
he pays little or no overtime. 

For financial information, we were able to review the 2010 Income Tax Return Schedule C. The information 
from this, and some additional information not included in the return are @ 2.1 4/6. 

Problems and Solutions: 

Because payroll information was incomplete for the fiscal year of 2010, we were forced to extrapolate both the 
hours and the wages according to the time remaining in the year (9 weeks or 360 hours). With this 
information, we could estimate wages earned by multiplying the wage rate by the time remaining in the 
period. The calculation for this information is performed @ 2.1 4/6. 

In addition to all other labor, we had to calculate a salary for Mr. Dough. During the course of the year, Mr. 
Dough had no idea as to how much money he had drawn from the company. We did not impute a salary for 
him, nor ask what hourly rate he would pay himself to do his job. I asked him for his company’s profit and 
loss statement, but he did not have one. I reviewed checks and disbursement records to the owner, and asked 
him what percent of full-time he managed/worked the site. I determined total disbursements to him to be 
$36,512 during 2010, and used this amount as the owner’s salary. 

Worker's compensation insurance was not included on the tax return because the invoices were not supplied 
to the accountant when the return was prepared. In order to include this cost, I vouched the paid invoice and 
the paid check from the bank. This amount will be included in the cost survey. 

In order to determine whether certain assets could be identified as either related or not related to the RC, I 
copied the depreciation schedule from the tax return and broke certain assets and their related depreciation 
out. This schedule is included @ 3.2 2/2. 
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Because the meat market and recycler share so many costs, the only costs which could be broken out 
related to depreciation. All other allocations will be performed based on information provided during the 
labor interviews. 

Contact Person: 

John Dough, Owner (213) 555-1212 

Other Comments:  

NONE 
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Work Assignments 

1. Complete a sample Site Memorandum 

2. Perform role playing exercises 
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Work Assignment 1 

Complete a Sample Site Memorandum 

Prepare a Site Memorandum from information listed below. All information to prepare the memorandum is 
included in bullet form, but it is not ordered. The objective is to organize the information provided into a 
clear and descriptive Site Memorandum. 

Newcastle Metals 
 Owner is Bob Roberts. 

 Visited July 15, 2011. 

 Primarily a metals processor. Located on 2.5 acres in Hopston. 

 A recycler and processor (dual certified), the recycler was picked for survey. 

 Have a buyback area where the following materials are accepted: 

 Ferrous metals  
 Non-ferrous metals  
 All CRV materials  
 Newspaper and cardboard. 

 The company is a subsidiary of Weinhardt Corporation. 

 The owner provided fiscal year 2010 compiled financial statements. 

 The owner provided 2010 payroll information and W-2 forms. 

 The financial contact is the owner. His phone number is (800) 555-1212. 

 Fiscal year 2010 financial data was provided. The owner indicated that this information approximates 
calendar year 2010 results. 

 Weinhardt Corporation provides an aluminum can crusher to Newcastle at a scrap value deduction, and 
this is the only related party transaction. 

 The owner provided 2010 payroll information and W-2 forms. 

 The owner was paid a salary of $5,000 per month. 
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Perform Role Play Exercises  
(2-3 Persons: One-Two Interviewer and One Site Manager) 

For the following role play exercise, one or more individuals should interview one other person playing the 
site manager. Only the site manager should access the completed Site Memorandum for details about the site. 
The site manager should use the Site Memorandum as a guide, but also can create answers to any additional 
questions posed by the interviewer. Interviewers should gather as much information as possible to complete 
the Site Memorandum, while practicing good active listening, clarification, and note taking skills. 

Information for this exercise is to be provided only to the person playing the role of the Site Manager. This 
information is from actual site memoranda from prior site visits. Reverse roles for each recycler. 

 Recycler A 

 Recycler B. 
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RC: RCYYYY PR:  Name: Recycler A 

Site Visit Date: August 10, 2011  
 

SITE MEMORANDUM 
Reviewed by: 
 
 
Date: 
 

Prepared by: 
 
 
Date:     

Index # 
 

B.1.1 
Revised 1/28/04 

SURVEY TEAM MEMBERS:  Jon Doe 
Jane Smith  

 
 

YOU ARE NOT LIMITED TO THE SPACE INDICATED ON THIS FORM! 

A. GENERAL DESCRIPTION OF SITE'S LOCATION AND OPERATIONS 

THIS FORM MAY BE COMPLETED ON THE COMPUTER AND EXPANDED AS NEEDED. 

1. Site information 

LOT SIZE  TYPE 
No Sq Ft     Supermarket Site 
No of Acres 2.5  X  Independent Facility 
     
     

2. Material Types Handled: 

a. CRV Aluminum   X Bi-Metal      Glass X PET Plastic   X   

 
Other Plastics: HDPE (#2)  PVC (#3)  LDPE (#4)  PP (#5)  PS (#6)  OTHER (#7)  

 
b. Non-CRV Motor Oil  Cardboard     Clothing    Pane Glass     Paper/fiber     Scrap metal X 

 
 Other:  Autos, Tires, Extruded Aluminum, White Goods; does not accept flammable material 

3. Overall Activity Split (%) 

CRV 40%  Non-CRV 60% 

4. CRV Activity (%) 

Aluminum 60%  Glass 30%  PET Plastic  10%  HDPE Plastic  
Bi-Metal         #3 to #7 Plastic  
 
If the percentage in 3 & 4 above are not consistent with the BCI & AMI percentages in the model, explain:  

5. Business Activity 

Number of Business Locations: Recycler 1  Processor   Other 1 
Business Ownership:   Sole Proprietor  X  Corporation    Partnership   
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Estimated number of full time employees 

CRV Non-CRV Other 
Business  TOTAL 

yard Office yard Office    
1.0 0.5 9.0 0.5 5.0  16.0 

6. Changes from previous calendar year 

a. Materials CRV Plastics 2-7 
b. Employees Same 
c. Equipment 2-3 Trucks purchased this year 
d. Yard size Same 
e. Location Same 
f. Volumes Up, due to promotions 

7. Narrative description of site’s location and operations 

Recycler A is part of Reclamation, Inc., a company consisting of a recycling center and a demolition business. The 
recycling center has been operating since 1980. The facility primarily handles scrap metal and other non-CRV type 
material. 
 
The 2.5 acre yard in ToonTown is owned by the company and the loan is completely paid off. The area originally 
rural in character has become a fast growing area surrounded by new subdivisions. The use of the property as a 
scrap yard is grandfathered by the county; most other industrial and agricultural property in the area is being 
converted to single-family residential and shopping centers. 
 
As a general note, the contact person did not allow the survey team access to financial records and gave 
authorization for the survey team to inspect records at the accountant’s office only under a threat of adverse 
action. Given the difficulty of this survey, the survey team did not request to obtain copies of the financials. 

B. DESCRIPTION OF CRV MATERIALS HANDLED 
Include: Brief description of how each material type is handled from yard entry to yard exit. Include how materials are: 
sorted, stored, packaged, and transported (including who transports, vehicle type, Scrap Value Deduction (SVD,) and 
miles freighted to next facility). 

1. Aluminum Beverage Containers: Customer loads of CRV aluminum are transferred into wire baskets 
with employee assistance and weighed on a floor scale. After weighing, the attendant completes a ticket 
that the customer takes to the cashier for payment; Recycler A pays cash or issues checks for all 
transactions over $20. The wire baskets are then dumped into a briquetter with a magnetic separator. The 
briquettes, approximately 30 pounds each, are palletized into lots consisting of 64 briquettes. Aluminum is 
picked up and purchased by Salvage Recovers in Alameda and Recycler A receives a scrap value 
deduction. 

2. Bi-Metal Beverage Containers:  
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3. Glass Beverage Containers: Glass is three-color sorted. Customers generally sort the glass into small 
black plastic buckets with holes on the bottom to drain contaminants. The buckets are then weighed on a 
platform scale. After weighing, the buckets are dumped into roll-over bins, and then the roll-over bins are 
forklifted into a 30-yard roll-off used for shipping. Recycler A self-hauls glass to Beneficiator, Inc,. located 
in Stockton. 

4. PET #1 Plastic Beverage Containers: Customer loads of PET are transferred into wire baskets that are 
then weighed on a floor scale. After weighing, the plastic is emptied in a dumpster and then baled into 
600 pound bales by a vertical baler. The bales are self-hauled by Recycler A to Acer in Santa Clara or 
PET Recovery in Piedmont. 

5. HDPE #2 Plastic Beverage Containers:  

6. PVC #3 Plastic Beverage Containers:  

7. LDPE #4 Plastic Beverage Containers:  

8. PP #5 Plastic Beverage Containers:  

9. PS #6 Plastic Beverage Containers:  

10. Other #7 Plastic Beverage Containers:  

C. SPECIFIC SOURCE OF PAYROLL INFORMATION:  (Include: location, type, nature of source, as well as 
name, title and phone number of person interviewed for this information.) 

Mr. Perry Mason, the accountant for Reclamation, Inc., phone (999) 555-6666, provided W-2’s for each employee on 
payroll in 2010 plus a schedule showing gross pay for each employee by week. A schedule showing employee hours 
was not available (see problem 1/solution 1 below). 

D. SPECIFIC SOURCE OF FINANCIAL INFORMATION:  (Include: location, type, nature of source, as well 
as name, title and phone number of person interviewed for this information.) 

Mr. Perry Mason, the accountant for Reclamation, Inc., phone (999) 555-6666, provided an income statement 
showing expenses for 2010. The survey team entered the expense information directly into the model while visiting 
the office of the accountant. 
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E. DESCRIPTION OF DIRECT COSTING AND SPECIAL COST CONSIDERATIONS: 
Include: Brief description of why items are direct costed, and the approaches used. (For example: “Truck depreciation 
is direct costed between aluminum, PET, and HDPE because the owner purchased a new truck to haul only these 
materials. We used BCI, then the relative weights of PET and HDPE to allocate costs.” Also identify and explain any 
unusual cost categories that you discussed with the site operator such as legal fees, consulting, travel, etc). 

E. PROBLEMS ENCOUNTERED AND SOLUTIONS:  (Any problems noted MUST have a corresponding 
solution.) 

PROBLEM 1: A schedule showing employee hours was not available. 
 
SOLUTION 1: The number of hours was calculated by determining the number of weeks that the employee worked in 
2008 assuming that the employee worked 40 hours per week. If weekly wages were not available, hours were 
calculated by dividing the gross wage by $6.75, the starting wage rate as stated by the contact person for the labor 
interview. 
 
PROBLEM 2: Utilities (~7.3% of allowable costs), Insurance (~5.5% of allowable costs), and Maintenance (~12.3% of 
allowable costs) are higher than average. 
 
SOLUTION 2: In general, the higher average costs are attributable to the demolition business which is included in the 
financials. Over 80% of the utilities cost are disposal fees. Insurance costs are for liability coverage which is higher for 
demolition than for a CRV redemption center. Maintenance costs are high due to expenses for spare parts amounting 
to almost $100,000 for trucks, cranes, and other heavy equipment. 

F. CONTACT PERSON(S): 
Site Management Site Information 

Name:  John McEnroe Name:  John McEnroe 
Title:  Owner Title:  Owner 
Phone #:  999.555.1000 Phone #:  999.555.1000 
FAX: #: 999.555.1002 FAX: #: 999.555.1002 

Labor Interview Financial Information 
Name:  Juan Gomez Name:  Perry Mason 
Title:  Yard Manager Title:  Accountant 
Phone #:  999.555.1000 Phone #:  999.555.6666 
FAX: #: 999.555.1002 FAX: #: 999.555.6670 

Labor Information Payroll Information 
Name:  Juan Gomez Name:  Perry Mason 
Title:  Yard Manager Title:  Accountant 
Phone #:  999.555.1000 Phone #:  999.555.6666 
FAX: #: 999.555.1002 FAX: #: 999.555.6670 
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SURVEY TEAM MEMBERS:  Mike Smith 
Jane Anderson  

 
 

YOU ARE NOT LIMITED TO THE SPACE INDICATED ON THIS FORM! 

A. GENERAL DESCRIPTION OF SITE'S LOCATION AND OPERATIONS 

THIS FORM MAY BE COMPLETED ON THE COMPUTER AND EXPANDED AS NEEDED. 

1. Site information 

LOT SIZE  TYPE 
No Sq Ft     Supermarket Site 
No of Acres 2+  X  Independent Facility 
     
     

2. Material Types Handled: 

a. CRV Aluminum   X Bi-Metal      Glass X PET Plastic   X   

 
Other Plastics: HDPE (#2)  PVC (#3)  LDPE (#4)  PP (#5)  PS (#6)  OTHER (#7)  

 
b. Non-CRV Motor Oil  Cardboard    X Clothing    Pane Glass    X Paper/fiber    X Scrap metal X 

 
 Other:  Appliances 

3. Overall Activity Split (%) 

CRV 1%  Non-CRV 99% 

4. CRV Activity (%) 

Aluminum 25%  Glass 55%  PET Plastic  20%  HDPE Plastic  
Bi-Metal         #3 to #7 Plastic  
 
If the percentage in 3 & 4 above are not consistent with the BCI & AMI percentages in the model, explain:  

5. Business Activity 

Number of Business Locations: Recycler 1  Processor   Other  
Business Ownership:   Sole Proprietor    Corporation  X  Partnership    
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Estimated number of full time employees 

CRV Non-CRV Other 
Business  TOTAL 

yard Office yard Office    
0.5 0.5 15.0    16.0 

6. Changes from previous calendar year 

a. Materials Resins 2-7 
b. Employees Same 
c. Equipment Same 
d. Yard size Same 
e. Location Same 
f. Volumes Same 

7. Narrative description of site’s location and operations 

Recycler B is a large recycling company located in a medium-sized building in the industrial area of near the San 
Francisco airport. Recycler B is a subsidiary of Big Salvage Company. This center handles CRV, non-CRV, and 
curbside material from the city of San Mateo and surrounding communities. Recycler B is open from 8:00 a.m. to 
5:00 p.m. Monday through Friday and closed Saturday and Sunday. There are sixteen employees working this 
center daily. Of the sixteen full-time employees, only one is dedicated to handling the material that comes in through 
the CRV buyback center. The extreme majority of material handled at this location is curbside and non-CRV. 
 
CRV customers enter the yard from Busy Blvd. and proceed to the buyback center located inside the large 
building. The attendant helps the customer sort material and inspects the load during the transfer. The material  
is weighed, customer is paid, and the material is stored in one of several places. The processor picks up 
aluminum and plastic while the glass is self-hauled to the parent company, mixed with curbside, and prepared  
for processing. 

B. DESCRIPTION OF CRV MATERIALS HANDLED 
Include: Brief description of how each material type is handled from yard entry to yard exit. Include how materials are: 
sorted, stored, packaged, and transported (including who transports, vehicle type, Scrap Value Deduction (SVD,) and 
miles freighted to next facility). 

1. Aluminum Beverage Containers: Customers enter the yard with their load of CRV aluminum. The 
attendant assists in the transfer of material into wire baskets. The load is inspected for non-CRV and 
removed if any is found. The attendant lifts the basket onto the platform scale and weighed. The 
attendant records the weight and payment amounts on log-sheets and pays the customer in cash. The 
material is crushed and blown into a trailer owned by Another Salvager. When the trailer is full, 
approximately once a day, Another Salvager, located in San Mateo, picks up the load. 

2. Bi-Metal Beverage Containers:  
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3. Glass Beverage Containers: Customers enter the yard with their load of CRV glass. The customer 
three-color sorts the material and transfers to plastic barrels. The attendant inspects the load and 
removes any non-CRV material that is found. The attendant lifts the barrel onto the platform scale and 
weighed. The attendant records the weight and payment amount on log-sheets that the customer must 
sign prior to cash payment. The material is stored in a 20-yard three compartment roll-off bin. The roll-off 
bin is self-hauled to the parent company, mixed with curbside and prepared for processing. The material 
is self-hauled to Cullet Recoveries, approximately once a day, in San Mateo. 

4. PET #1 Plastic Beverage Containers: Customers enter the yard with their load of CRV PET. The 
customer and the attendant will transfer the load to wire baskets. The attendant inspects the load for non-
CRV, different resin types and removed if present. The attendant lifts the basket onto the platform scale 
and weighed. The attendant records the weight and payment amount on log-sheets that the customer 
signs prior to cash payment. The material is stored in a 40-yard roll-off bin, owned by the broker, and 
baled. When enough bales are created, approximately once a week, the broker is notified and picks up 
the material. 

5. HDPE #2 Plastic Beverage Containers:  

6. PVC #3 Plastic Beverage Containers:  

7. LDPE #4 Plastic Beverage Containers:  

8. PP #5 Plastic Beverage Containers:  

9. PS #6 Plastic Beverage Containers:  

10. Other #7 Plastic Beverage Containers:  

C. SPECIFIC SOURCE OF PAYROLL INFORMATION:  (Include: location, type, nature of source, as well as 
name, title and phone number of person interviewed for this information.) 

James Madden, the Chief Financial Officer, supplied the employee list that included hours and wages for the calendar 
year 2010. 

D. SPECIFIC SOURCE OF FINANCIAL INFORMATION:  (Include: location, type, nature of source, as well 
as name, title and phone number of person interviewed for this information.) 

James Madden, the Chief Financial Officer, supplied a prepared Income Statement for the calendar year 2010. Their 
fiscal year is from November to October. We received the financials from 11/1/09 to 10/31/10 current period actuals 
and also the 11/09 and 12/09 current period actuals, which we subtracted, and 11/10 and 12/10 which we added to 
the 11/1/09 to 10/31/10 fiscal year. 
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E. DESCRIPTION OF DIRECT COSTING AND SPECIAL COST CONSIDERATIONS:   
Include: Brief description of why items are direct costed, and the approaches used. (For example: “Truck depreciation 
is direct costed between aluminum, PET, and HDPE because the owner purchased a new truck to haul only these 
materials. We used BCI, then the relative weights of PET and HDPE to allocate costs.” Also identify and explain any 
unusual cost categories that you discussed with the site operator such as legal fees, consulting, travel, etc). 

F. PROBLEMS ENCOUNTERED AND SOLUTIONS:  (Any problems noted MUST have a corresponding 
solution.) 

PROBLEM 1: No depreciation schedule was available. 
 
SOLUTION 1: No depreciation schedule was obtained because per James Madden, all equipment on the 
depreciation schedule was for non-CRV materials. The buyback center consists of several wire baskets and plastic 
barrels and a platform scale. The buyback center is a small portion of the overall operation and they generally only get 
one customer a day. Due to time constraints and no buyback equipment on the schedule, the issue was not pursued. 
All depreciation was put to other on the Direct Cost sheet. 
 
PROBLEM 2:  
 
SOLUTION 2:  

G. CONTACT PERSON(S): 
Site Management Site Information 

Name:  James Madden Name:  James Madden 
Title:  Chief Financial Officer Title:  Chief Financial Officer 
Phone #:  (530) 555-4020 Phone #:  (530) 555-4020 
FAX: #: None FAX: #: None 

Labor Interview Financial Information 
Name:  James Madden Name:  James Madden 
Title:  Chief Financial Officer Title:  Chief Financial Officer 
Phone #:  (530) 555-4020 Phone #:  (530) 555-4020 
FAX: #: None FAX: #: None 

Labor Information Payroll Information 
Name:  James Madden Name:  James Madden 
Title:  Chief Financial Officer Title:  Chief Financial Officer 
Phone #:  (530) 555-4020 Phone #:  (530) 555-4020 
FAX: #: None FAX: #: None 
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Module 7 
Understanding Financial Statements 

Objective: 
 Describe how to recognize and understand financial statements 

Key Topics: 
 What are financial statements? 

 The accounting equation (assets, liabilities, and owner’s equity)  

 Hierarchy of financial statements used for the cost survey 

 Types of financial statements 

 Categories of financial results  

 Scrap value and costs-of-goods sold 

 Year-end data (calendar versus fiscal year)  

 Footnotes to financial statements 

 Depreciation  

 Owner’s draw  

 Accrual versus cash basis 

Curriculum Materials:  
Reading List/Handouts:  

1. Financial Statements: The Starting Point in the Study of Accounting  
– provided in training manual Volume II – Supplemental Materials 

2. Measuring Business Income – provided in training manual Volume II – Supplemental Materials 

3. Standard opinion language used for reported financial statements 

4. Illustrations of financial statements 

5. Sample note concerning selection of a site’s compiled versus audited financial statements  

6. Sample depreciation schedule 

7. Sample depreciation schedule 

8. Long-Lived Assets and Depreciation – provided in training manual Volume II – Supplemental Materials 

9. Accrual Basis and Cash Basis of Accounting – provided in training manual Volume II – Supplemental Materials 

Work Assignments: 
1. Classify financial statements 

2. Prepare a balance sheet  

3. Prepare an income statement 

4. Identify financial statement terms 

5. Complete financial statement and transaction exercises
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Key Topics 

What are Financial Statements? 

Financial statements communicate financial information to those outside a business. Financial statements are 
designed to: (1) provide information for investors and creditors and other users in making rational 
investments, credit, and similar decisions, (2) provide information to help outsiders assess amounts, timing, 
and uncertainty of cash inflows to an enterprise, and (3) provide information about a business’ economic 
resource, claims to those resources, and changes in claims to those resources. 

Elements included in financial statements include a business’ assets, liabilities, equity, owner investments, 
distributions to owners, income, and components of income (revenues, expenses, gains, and losses). Financial 
statements generally include the following: 

 An income statement 

 A balance sheet 

 A statement of cash flow 

 A statement of comprehensive income (total non-owner changes in equity) 

 A statement of investments by and distributions to owners. 

Financial statements typically are generated from a business’ accounting records. They often are combined 
into a separate report. 

The Accounting Equation 

An equation used in the context of financial statements (particularly with a balance sheet) is known as the 
accounting equation. The accounting equation is as follows: 

Assets = Liabilities + Owner’s Equity. 

Exhibit 7.1, at the end of this section, provides examples of accounts supporting this equation. At all times, a 
business’ assets must equal its liabilities plus its owner’s equity. Each component of the accounting equation is 
discussed below. 

 Assets are economic resources expected to increase future cash inflows or reduce future cash outflows. 
They may be monetary or non-monetary, tangible or intangible, owned or not owned. A recycler or 
processor’s assets may include such items as cash, equipment, and land. 

 Liabilities are economic obligations of the business to pay money and to provide goods or services to 
outsiders. A recycler or processor’s liabilities may include such items as notes payable, accounts payable, 
and accrued wages payable. Liabilities are either short-term, if the period involved is less than one year, 
or long-term if the period is greater than one year. 

 Owner’s equity is the residual interest in the organization’s assets after deducting liabilities. At a business’ 
inception, owner’s equity is equal to the total owner’s investments. As a business matures, owner’s equity 
consists of total investments by the owner (paid-in capital) plus cumulative profits retained in the business 
(retained income). Retained income is equal to a business’ revenues less its expenses. 
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In performing the cost survey, interviewers should focus on the expenses (costs) of the business. However, the 
interviewers also should understand assets, liabilities, and owner’s equity. For example, because a business 
depreciates assets over time, recyclers and processors almost always incur a depreciation expense as part of 
their cost of recycling. Similarly, business owners sometimes take cash draws from the company, which are 
shown on the balance sheet as decreases to owner’s equity. 

Hierarchy of Financial Statements Used for the Cost Survey 

Interviewers should attempt to obtain a copy of a site’s financial statements. Financial statements are critical 
because they are used to identify a site’s allowable costs of recycling (module 8). Types of financial statements 
include audited, reviewed, and compiled financial statements. 

Different sites will have different types of financial statements. Further, accuracy and reliability of financial 
information contained in these statements will vary between sites. The relative importance of different 
financial statements that an interviewer should use is provided as a hierarchy in Exhibit 7.2 at the end of this 
section. This hierarchy serves as a guide for interviewers to use in determining which of a site’s available 
financial statements are most accurate, reliable, and desirable for conducting cost surveys. In cases where 
financial statements are unavailable, an interviewer can obtain either federal or state tax returns, on certain 
other verifiable and reasonable source documents. 

Note that for purposes of conducting cost surveys, federal or state tax returns are higher in the hierarchy than 
compiled financial statements. Further, source documents should only be used when no other source is 
available (i.e., because they are lowest in the hierarchy). The characteristics of each layer of the hierarchy of 
financial statements are discussed below: 

Audited financial statements 

Audited financial statements are reviewed by a CPA in accordance with standard professional procedures. Common 
procedures performed include a review of the system of internal controls, tests of compliance of the system of internal 
controls, and verification tests of financial data included in the financial statements (i.e., inventory observations, 
confirmations of amounts due from others, and examinations of invoices to support recorded amounts). 

The culmination of an audit is the expression by the CPA of an opinion that the financial statements are fairly 
presented (a handout in this module provides an example of “audit” opinion language). Key phrases used in this 
opinion are the words “we have audited the accompanying [statements],” and “we conducted our audit in accordance with 
auditing standards generally accepted in the United States of America.” In addition, the opinion states that the financial 
statements are “in conformity with accounting principals generally accepted in the United States of America.” 

Reviewed financial statements 

Reviewed financial statements are not subjected to as thorough and rigorous a review as audited financial 
statements. In a reviewed financial statement, a CPA performs certain required procedures, including making 
inquiries about the business’ accounting principles and practices, and performing analytical procedures 
designed to identify unusual relationships (e.g., ratio analysis). 

The CPA then reports that he/she did not become aware of any changes needed for the financial statements to 
conform with generally accepted accounting principles. A standard three-paragraph review report is generally issued. 
This report includes language stating that “we have reviewed the accompanying [financial statements],” and that “we are 
not aware of any material modifications that should be made to [the financial statements]...” (A handout in this module 
provides an example of “reviewed” opinion language). This language is referred to as “limited assurance.” 
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Federal and state tax returns 

Federal and state tax returns can be used in the absence of financial statements. Both federal and state returns 
are prepared for sole proprietorships, partnerships, and corporations. Sample returns are provided as handouts 
in this module. Federal returns include: 

 Sole Proprietorship - Form 1040 

 Partnership - Form 1065  

 Corporation - Form 1120. 

State returns include: 

 Sole Proprietorship - Form 540 

 Partnership - Form 565 

 Corporation - Form 100. 

Note that all supporting schedules and forms that detail line item income and expense amounts on these 
returns should be obtained. These include depreciation schedules, other income schedules, and other expense 
(or deductions) schedules. 

If tax returns are the only available financial records, the survey team needs to obtain either the federal or state 
tax return. However, the survey team should use judgment to determine which return provides the most 
detail. Because the tax return format is likely to change over time, samples in this module serve only as guides 
for interviewers. The survey team should make certain they obtain the relevant calendar year’s tax returns. 

Compiled Financial Statements 

Compiled financial statements require the least amount of involvement from a CPA. A compilation is nothing 
more than taking a summary of an entity’s financial records and preparing financial statements from the data. The 
CPA assists in preparing compiled financial statements, but no inquiries or analytical procedures are required and 
the accountant report provides no opinion or assurance. This level of reporting is most commonly used when an 
entity needs financial statements, but does not have the internal capability to prepare them. 

To distinguish a compiled financial statement from an audited or reviewed financial statement, a compilation 
report includes language which states that “we have compiled the accompanying [financial statements] ...”, and that 
“the information presented is the representation of management.” Further, the report states that “we have not audited 
or reviewed the accompanying financial statements and, accordingly, do not express an opinion or any other form of 
assurance on them” (a handout in this module provides an example of “compilation” opinion language). 

Source documents that are verifiable and reasonable 

When no financial statements or federal and state tax returns are available, verifiable, and reasonable source 
documents provided by site management may be substituted. These include the following: 

 Federal W-2 and State DE-3 salary and labor cost documents  

 Actual bills for such items as property taxes, utilities, supplies, fuel, insurance, and overhead  

 Fixed asset invoices and depreciation schedules  

 Bank interest statements 

 Facility or equipment rental or lease agreements 

 Documents or invoices pertaining to various maintenance and transportation expenses. 
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Types of Financial Statements 

As mentioned, five basic financial statements are used in financial reporting. Of these five, financial 
statements that will most likely include information needed for the allowable cost survey are the income 
statement, balance sheet, and cash flow statement. 

The income statement is a record of all business income and expenses for a given period. The income 
statement measures operating performance of the company (profits) by relating its accomplishments (revenues 
from customers) to its efforts (cost-of-goods sold and other expenses). It measures this performance for a span 
of time, whether it be a month, quarter, or year. Therefore, the income statement must always indicate the 
exact period covered. Exhibit 7.3, at the end of this section, shows a sample income statement. Other names 
for the income statement include: 

 Statement of income 

 Statement of operations 

 Results of operations 

 Statement of earnings 

 Operating statement 

 Statement of revenues and expenses 

 Profit and loss (P&L) statement. 

The balance sheet provides a summary of the financial condition of the firm at a given point of time. The 
balance sheet provides a “snapshot” of the business at an instant in time. A balance sheet consists of listing the 
assets, liabilities, and owner’s equity at a particular date. Other names used for the balance sheet include: 

 Statement of financial position.  

 Statement of financial condition.  

A sample balance sheet is shown in Exhibit 7.4, at the end of this section. 

The statement of cash flows reports cash receipts and cash payments of an entity over a period of time. It lists 
activities that increased and decreased cash during a period. The statement places each cash inflow and 
outflow into either operating, investing, or financing activities. It provides explanations for why balance sheet 
items change. A sample statement of cash flows is shown in Exhibit 7.5, at the end of this section. 

Categories of Financial Results 

Categories of financials results include revenues, cost-of-goods sold, expenses, and net income. Each is 
discussed below. 

 Revenues are the price of goods sold and services rendered to customers by a business. They are equal 
to the inflow of cash and receivables from sales made in a period. Revenues generally are gross increases 
in owner’s equity arising from gross increases in assets from the delivery of goods or services to 
customers. Other names used for revenue include sales, and sales revenues. For recycling operations, a 
majority of revenues are typically generated from scrap value received on the sale of recyclable material. 

 Cost-of-goods sold generally includes the actual, direct costs of the goods sold during a period. For a 
recycler or processor, this amount is typically the scrap payment. For purposes of the cost survey, scrap 
payments are not on allowable cost. 
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 Expenses are the costs used in obtaining revenues. For a recycler or processor, expenses are costs required to 
recycle or process materials and are not those related to the acquisition of the materials (cost-of-goods sold). 
In recycling, expenses include such costs as salaries for employees, charges for advertising and telephone 
services, depreciation of buildings and equipment, insurance, space rental, transportation, and overhead. 

 Net income (profit, earnings) is simply revenues minus expenses. It is the excess of the price of goods 
sold and services rendered over the costs of goods and services used up during a given time period. The 
allowable cost surveys do not examine or include a recycling center’s net income. 

Scrap Value and the Cost-of-Goods Sold 

A recycler or processor must incur costs to obtain recyclable materials. These costs are generally identified in the 
cost-of-goods sold category of the financial statements, and may include scrap payments, freight costs, handling 
costs, labor costs, weighing fees, etc. For purposes of cost surveys, scrap payments are not an allowable cost. 
However, the survey team may determine through interviews that other costs identified in the cost-of-goods sold 
category, such as some freight or labor costs, are allowable for a particular recycler or processor. 

Year-end Data (calendar versus fiscal year) 

Public Resources Code Section 14575 requires that calendar year data be used to determine actual costs of 
recycling centers and processors. Therefore, every attempt should be made to obtain calendar year financial 
data from each site being surveyed. Calendar year is the most popular time span for measuring the financial 
performance of a company. However, in the past, approximately 21 percent of recycling centers prepare 
statements using a fiscal year, which is the year established for accounting purposes that ends on some date 
other than December 31. 

The survey team should confirm that the business’ fiscal year results fairly reflect calendar year results. If fiscal year 
statements do not reflect calendar year results, the survey team should attempt to reconcile any major differences 
(e.g., large equipment purchases or significant changes in volumes of CRV material handles) with the two 
accounting cycles. The survey team should adjust fiscal year statements to reflect any of these discrepancies. 

Footnotes to Financial Statements 

Footnotes often are added at the end of financial statements. These footnotes should be reviewed to determine 
if any additional information concerning the financial statements is available. For example, footnotes might 
provide detailed descriptions of items such as income tax expenses, related party transactions, owner’s draws, 
and insurance proceeds. 

Depreciation 

Depreciation is the systematic allocation of the acquisition costs of plant and equipment assets to the expense 
accounts of the particular periods benefiting from their use. For recyclers and processors, items such as 
equipment, trucks, and building are depreciated. 

There are a variety of methods for depreciating an asset. As an example, a $ 100,000 truck expense with a five 
year useful life could be depreciated at $20,000 per year on a straight-line method. The reader should refer to 
“Long-Lived Assets and Depreciation” (a reading in this module) for a full discussion of depreciation and 
depreciation methods. 
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Lesser cost items (such as administrative and maintenance supplies) are typically not depreciated but instead 
are fully expensed during the period. In other words, because these small assets are used up during the period 
benefiting from their use, they are fully allocated (or expensed) during that period. 

A business often creates a depreciation schedule which details each asset’s purchase price, depreciation 
method, current period depreciation, and cumulative depreciation. The survey team should attempt to obtain 
a copy of a site’s depreciation schedule (a handout in this module provides more discussion). Totals from 
depreciation schedules should reconcile with depreciation expenses shown on the income statement. These 
schedules will be used to identify plant and equipment items relating to CRV and non-CRV materials, and 
other business. 

Owner’s Draw 

An owner of an unincorporated business may withdraw cash from the business for personal use. These 
withdrawals are in anticipation of profits and are not regarded as a business expense nor salary. An owner’s 
draw account is typically created and is reported in the owner’s equity portion of the balance sheet. 

Accrual versus Cash Basis 

The accrual basis of accounting recognizes the impact of transactions on the financial statements in the time 
periods when revenues and expenses occur (a handout in this module provides more discussion of this issue). 
Revenue is recorded as it is earned and expenses as they are incurred, not necessarily when cash changes 
hands. The accrual basis is the principal framework of relating accomplishments (revenues) with efforts 
(expenses). Accrual accounting is used by most businesses. 

Alternatively, the cash basis of accounting recognizes the impact of transactions on financial statements only 
when cash is received or dispersed. 
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Exhibit 7.1 

The Accounting Equation 

 

Assets  Liabilities  Owner’s Equity 

Items of value owned by  
a firm 

 Debts or expenses that 
must be paid by a firm 

 The amount of an 
owner’s net investment 
in a business, plus profits 
from successful 
operations retained by 
the business 

Examples: 

Cash  
Notes receivable 
Accounts receivable  
Land 
Building  
Equipment  
Truck/auto  
Prepaid expenses 
Machinery  
Furniture 
Inventory  
Depreciable assets 
 

 
= 

Examples: 

Accounts payable 
Accrued liabilities 
Income taxes payable 
Notes payable 

 

 



Examples: 

Common stock  
Retained earnings  
Owner capital 
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Exhibit 7.2 

Hierarchy of Financial Statements Used for Allowable Cost Surveys 

 

 

Audited
Financial 

Statements

Reviewed
Financial  Statements

Federal and State Tax Return 

Source Documents Verifiable and Reasonable

Highest 
Level

Lowest 
Level

 Federal W-2 and State DE-3 salary and labor 
cost documents

 Actual bills

 Fixed assets invoices/depreciation schedules

 Bank Interest statements

 Facility or equipment rental or lease agreements

 Documents or invoices pertaining to various 
maintenance and transportation expenses

Accuracy, 
reliability, 
desirability

Compiled Financial Statements

Audited
Financial 

Statements

Reviewed
Financial  Statements

Federal and State Tax Return 

Source Documents Verifiable and Reasonable

Highest 
Level

Lowest 
Level

 Federal W-2 and State DE-3 salary and labor 
cost documents

 Actual bills

 Fixed assets invoices/depreciation schedules

 Bank Interest statements

 Facility or equipment rental or lease agreements

 Documents or invoices pertaining to various 
maintenance and transportation expenses

Accuracy, 
reliability, 
desirability

Compiled Financial Statements
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Exhibit 7.3 

A Sample Income Statement 

 

Revenues       

Gross sales $500,000  

Returns (10,000)  

Net Sales   $490,000

Cost of goods sold   

Scrap payments 160,000  

Other 10,000  

Total Cost of Goods Sold   170,000

Gross profit   $320,000
   
Expenses       

Insurance $3,200   

Wages 200,000   

Rent 20,000   

Fuel 2,000   

Utilities 10,000   

Payroll taxes 50,000   

Miscellaneous expenses 5,000   

Total Expenses   $290,000
   
NET INCOME   $30,000
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Exhibit 7.4 

A Sample Balance Sheet 

 

Assets       

Current assets 

Cash $10,000

Notes receivable 0

Accounts receivable 50,000

Inventory 2,000

Total current assets $62,000

Plant assets 

Land $40,000

Buildings 70,000

Equipment and fixtures 30,000

Total plant assets $140,000

TOTAL ASSETS $202,000
   
Liabilities and Owner’s Equity       

Current liabilities 

Notes payable $3,000

Accounts payable 10,000

Total current liabilities $13,000

Long-term liabilities 

Mortgages payable $60,000

Long-term notes payable 10,000

Total long-term liabilities $70,000

TOTAL LIABILITIES $83,000
 
Owner’s equity 119,000
 
TOTAL LIABILITIES AND OWNER’S EQUITY $202,000
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Exhibit 7.5 

A Sample Cash Flow Statement 

 

Cash Flows from Operating Activities 

Cash collections from customers $370,000

Cash payments: 

To suppliers (e.g., returning CRV containers) $160,000

To employees 190,000

For interest 2,000

For taxes 40,000

Total cash payments 362,000

Net cash provided by operating activities $8,000
 
Cash Flows for Investing Activities 

Purchases of fixed assets $10,000

Proceeds from sale of fixed assets (1,000)

Net cash used in investing activities $9,000
 
Cash Flows from Financing Activities 

Proceeds from issue of long-term debt $5,000

Proceeds from issue of common stock 0

Dividends paid 

Net cash provided by financing activities 4,000

Net increase (decrease) in cash $3,000
 
Cash, December 31, 2007 7,000

Cash, December 31, 2008 $10,000
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 Schedule 

Estimated module time: 1.9 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Attend discussion of financial statements Lecture 15 

2. Read key topics and any handouts Readings/Self Study 20 

3. Do work assignment #1 - Classify financial statements Work Assignment 5 

4. Review results and check answers Self Review 5 

5. Do work assignment #2 - Prepare a balance sheet Work Assignment 15 

6. Review results and check answers Self Review 5 

7. Do work assignment #3 - Prepare an income statement Work Assignment 15 

8. Review results and check answers Self Review 5 

9. Do work assignment #4 - Identify financial statement terms Work Assignment 10 

10. Review results and check answers Self Review 5 

11. Do work assignment #5 - Complete financial statement and  
transaction exercises Work Assignment 10 

12. Review results and check answers Self Review 5 

 Totals 115 
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 Readings and Handouts 

1. Financial Statements: The Starting Point in the Study of Accounting  
– provided in training manual Volume II – Supplemental Materials 

2. Measuring Business Income – provided in training manual Volume II – Supplemental Materials 

3. Standard opinion language used for reporting financial statements:  

 Audited 

 Reviewed 

 Compiled 

4. Illustrations of financial statements: 

a. Audited Financial Statement 

b. Reviewed Financial Statement 

c. Compiled Financial Statement 

d. Sample Federal Tax Return, Sole Proprietorship Form 1040  

e. Sample Federal Tax Return, Partnership Form 1065 

f. Sample Federal Tax Return, Corporation Form 1120 

g. Sample California Tax Return, Sole Proprietorship Form 540 

h. Sample California Tax Return, Partnership Form 565 

i. Sample California Tax Return, Corporation Form 100 

j. Other Sample Statements 

5. Sample note concerning a site’s compiled versus audited financial statements 

6. Sample depreciation schedule 

7. Sample depreciation schedule 

8. Long-Lived Assets and Depreciation – provided in training manual Volume II – Supplemental Materials 

9. Accrual Basis and Cash Basis of Accounting – provided in training manual Volume II – Supplemental Materials 
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Handout 3  
Page 1 of 3 

Standard Opinion Language Used for Audited Financial Statements 

Introductory Paragraph: 

We have audited the accompanying (consolidated) balance sheets of XYZ Company (and subsidiaries) as of 
December 31, 20xx and 20yy, and the related (consolidated) statements of income, shareholders’ equity, and 
cash flows for the years then ended. These financial statements are the responsibility of the Company’s 
management. Our responsibility is to express an opinion of these financial statements based on our audit. 

Scope Paragraph: 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis 
for our opinion. 

Opinion Paragraph: 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
(consolidated) financial position of XYZ Company (and subsidiaries) at December 31, 20xx and 20yy, and 
the (consolidated) results of its (their) operations and its (their) cash flows for the years then ended in 
conformity with accounting principles generally accepted in the United States. 
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 Handout 2  
Page 2 of 3 

Standard Opinion Language Used for Reviewed Financial Statements 

Introductory paragraph: 

We have reviewed the accompanying balance sheets of XYZ Company as of December 31, 20xx and 20yy, 
and the related statements of income, retained earnings, and cash flows for the years then ended, in 
accordance with Statements on Standards for Accounting and Review Services issued by the American 
Institute of Certified Public Accountants. All information included in these financial statements is the 
representation of the management (owners) of XYZ Company. 

Disclaimer paragraph: 

A review consists principally of inquiries of company personnel and analytical procedures applied to financial 
data. It is substantially less in scope than an audit in accordance with generally accepted auditing standards, 
the objective of which is the expression of an opinion regarding the financial statements taken as a whole. 
Accordingly, we do not express such an opinion. 

Negative assurance paragraph: 

Based on our review, we are not aware of any material modifications that should be made to the accompanying 
financial statements in order for them to be in conformity with generally accepted accounting principles. 

Notes 
1. Authority – SSARS No. 1, AR 100.35 

2. Normally, all reports should be addressed to the board of directors and/or stockholders if the entity is a 
corporation. 

3. The authors believe that the type of legal entity, if not obvious from the name, should be disclosed 
parenthetically after the name of the company. 

4. The report should be dated as of the completion of the accountant’s inquiry and analytical procedures 
(SSARS No. 1, AR 100.34). The representation letter from management should also have the same date 
as the report (implied by SAS No. 19, AU 333.09, and Appendix F of SSARS No. 1). 

5. If the accountant is to issue an unmodified review report, the financial statements must be accompanied 
by all disclosures required by GAAP. 

6. Each page of the financial statements and notes should be appropriately headed, such as: 

XYZ COMPANY 
BALANCE SHEET 
December 31, 20xx 

XYZ COMPANY 
STATEMENT OF INCOME AND RETAINED EARNINGS 
Year Ended December 31, 20xx 

XYZ COMPANY 
STATEMENT OF CASH FLOW 
Year Ended December 31, 20xx 

XYZ COMPANY 
NOTES TO FINANCIAL STATEMENTS 
December 31, 20xx 
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 Handout 3 
Page 3 of 3 

Standard Opinion Language Used for Compiled Financial Statements 

Introductory paragraph: 

We have compiled the accompanying balance sheets of XYZ Company as of December 31, 20xx and 20yy, 
and the related statements of income, retained earnings, and cash flows for the years then ended, in 
accordance with Statements on Standards for Accounting and Review Services issued by the American 
Institute of Certified Public Accountants. 

Disclaimer paragraph: 

A compilation is limited to presenting in the form of financial statements information that is the 
representation of management (owners). We have not audited or reviewed the accompanying financial 
statements and, accordingly, do not express an opinion or any other form of assurance on them. 
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 Handout 4a 
Page 1 of 8 

INDEPENDENT AUDITORS’ REPORT 

To the Board of Directors of 

We have audited the accompanying balance sheet of   , Inc. as of 
December 31, 2010, and the related statements of earnings, stockholders’ 
equity, and cash flows for the year then ended. These financial statements are 
the responsibility of the Company’s management. Our responsibility is to 
express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our 
audit provides a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in 
all material respects, the financial position of              , Inc. as of 
December 31, 2010, and the results of its operations and its cash flows for 
the year then ended in conformity with accounting principals generally 
accepted in the United States of America. 

 

 

 

 

February 11, 2011 
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Handout 4a 
Page 2 of 8 

BALANCE SHEET

December 31, 2010 
 

 

ASSETS
CURRENT ASSETS 

Cash $19,933
Accounts receivable 625,728
Inventory (note 1) 38,790
Prepaid expenses 10,500
Other receivables (note 6) 48,815
Total current assets 743,766

 
FIXED ASSETS (note 1) 

Machinery and equipment 356,429
Office furniture and equipment 7,396
Automotive equipment 17,274
 381,099
Accumulated depreciation 115,408 265,691

 
OTHER ASSETS 

Deposits 33,957
 $1,043,414
 

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES 
Accounts payable $ 150,835
Accrued liabilities 28,853
Income taxes payable 1,845
Contract payable (note 2) 558
Due to stockholder 2,100
Total current liabilities 184,191

 
STOCKHOLDERS’ EQUITY 

Common stock 20,000
Retained earnings 839,223 859,223

 $1,043,414

 

The accompanying notes are an integral part of these statements. 
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Handout 4a 
Page 3 of 8 

STATEMENT OF STOCKHOLDERS’ EQUITY 

For The Year Ended December 31, 2010 

 

  
 

Shares
Outstanding

Common
Stock

Retained 
Earnings  Total

   
BALANCE, JANUARY 1,2010 20,000 $20,000 $722,107 $742,107

DIVIDENDS (300,000) (300,000)
NET INCOME  417,116  417,116

 
BALANCE, DECEMBER 31, 2010  20,000  $20,000  $839,223  $859,223

 

Authorized - 1,000,000 shares, no par value 

 

 

The accompanying notes are an integral part of these statements. 
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Handout 4a 
Page 4 of 8 

STATEMENT OF EARNINGS 

For The Year Ended December 31, 2010 

 

Sales $7,299,103
 
Cost of goods sold 5,765,714
 

Gross profit 1,533,389
 
Operating expenses 1,184,825
 

Operating income 348,564
 
Other income (expense) 

Insurance proceeds (note 6) $48,815
Miscellaneous income 41,389
Interest expense (3,514)
Miscellaneous expense (9,500) 77,190

 
Income before provision for income taxes 425,754
 
Provision for income taxes (note 3) 8,638
 
NET INCOME $417,116

 

 

The accompanying notes are an integral part of these statements. 
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Handout 4a 
Page 5 of 8 

SCHEDULE OF OPERATING EXPENSES 

For The Year Ended December 31, 2010 

 

Freight out  $279,210
Rent - Plant  184,171
salaries - Office  170,135
Repairs  142,689
Workers compensation  75,027
Trash removal  61,313
Office expense  38,822
Depreciation  37,405
Insurance 34,821
Rent - Equipment  34,242
Accounting  26,715
Utilities 25,202
Tax and license  15,595
Miscellaneous  14,480
Payroll taxes  13,878
Advertising  7,940
Bank charges  6,480
Telephone  6,121
Outside consultants  4,974
Meals and entertainment  4,360
Selling expense  1,245
 

Total operating expenses $1,184,825

 

 

See Independent Auditors’ Report on Supplemental Information. 
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Handout 4a 
Page 6 of 8 

STATEMENT OF CASH FLOWS 

For The Year Ended December 31, 2010 

 

OPERATING ACTIVITIES 
Net income $417,116

 
Adjustments to reconcile net income to net cash provided by 
operating activities: 
 

Depreciation 37,405
 
Changes in operating assets and liabilities: 

Decrease in accounts receivable 182,130
Decrease in inventory 23,118
Increase in prepaid expenses (2,559)
Decrease in other receivables 312,272
Decrease in deposits 2,740
Decrease in accounts payable (53,321)
Decrease in accrued liabilities (355,310)
Decrease in income taxes payable (7,122)
Decrease in other liabilities (10,000)
Decrease in due to stockholder (225,918)

 
Net cash provided by operations 320,551
 
INVESTING ACTIVITIES 

Fixed assets purchased (25,961)
 
Net cash used in investing activities (25,961)
 
FINANCING ACTIVITIES 

Payments under contract payable (657)
Dividends paid (300,000)

 
Net cash used in financing activities (300,657)
 
Decrease in cash (6,067)
 
Cash at January 1, 2010 26,000
 
Cash at December 31, 2010 $19,333

 
SUPPLEMENTAL DISCLOSURES 

Cash paid during the year for:  
Income taxes $16,742
Interest 3,514

 

The accompanying notes are an integral part of these statements.  
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Handout 4a 
Page 7 of 8 

NOTES TO FINANCIAL STATEMENTS 

December 31, 2010 

NOTE 1 - SUMMARY OF ACCOUNTING POLICIES 

The Company’s significant accounting policies applied in the preparation of 
the accompanying financial statements are summarized as follows. 

Depreciation 

Depreciation is provided for in amounts sufficient to relate the cost of 
depreciable assets to operations over their estimated useful lives, using 
the straight-line method. 

Machinery and equipment 4 - 10 Years 
Office furniture and equipment 2 - 7 Years 
Automotive equipment 3 Years 

Inventories 

Inventories are stated at the lower of cost or market with cost being 
determined by the first-in, first-out method. 

Statement of Cash Flows 

For purposes of the statement of cash flows, the Company defines cash as 
currency on hand and demand deposits with banks or other financial institutions. 

NOTE 2 - CONTRACT PAYABLE 

The company is obligated under an installment contract for the purchase of a 
telephone system. The contract requires monthly payments of principal and 
interest, and carries an interest rate of 11%. The contract originally called 
for sixty monthly payments of $86. The last payment is due in November 2011. 

NOTE 3 - INCOME TAXES 

Effective January 1, 1999 the Company made a valid Subchapter S election 
under Section 1362 (a) of the Internal Revenue Code. Under section 1362 (a), 
the shareholders have elected to not pay any Federal corporate tax on their 
corporation’s income and to have the shareholders pay taxes on it instead, 
even though such income may not be distributed. As a result, no provision is 
made in these financial statements for Federal corporate tax. 

The State of California has conformed to the Federal treatment of 
Subchapter S corporations, except that a corporate level franchise tax of 
2.5% of net income is assessed, rather than the regular franchise tax of 
9.3%. No deferred taxes have been provided by the Company as such amounts 
are immaterial. 

The current provision for income taxes consists of the following for the 
year ended December 31, 2010: 

State provision for income taxes $8,638 
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In December 1987 the Financial Accounting Standards Board issued Statement 
of Financial Accounting Standards No. 96, “Accounting for Income Taxes.” 
This Statement mandates the liability method for computing deferred income 
taxes. The Company has determined that these effects will not be material. 

NOTE 4 - COMMITMENTS 

The Company leased warehouse space under a three year noncancellable lease 
agreement. The agreement, which expired at the end of December 2009, 
required monthly payments of $15,900. The Company elected to exercise a two 
year option to renew the agreement. The total expense relating to this 
lease for the year ended December 31, 2010 was $184,171. 

NOTE 5 - RELATED PARTY TRANSACTIONS 

Approximately 40% of the Company’s sales are made to Allan Company. Allan 
Company is principally owned by a shareholder owning 55% of the stock of 
the Company. Accounts receivable due from Allan Company at December 31, 
2010 were approximately $230,000. 

NOTE 6 - INSURANCE PROCEEDS 

During January 2009 the Company received insurance proceeds of $48,815, 
which represented the final settlement of certain claims the Company had 
filed with respect to a fire in the Company’s main yard on October 8, 2009. 
Accordingly, the accompanying financial statements include income and a 
corresponding receivable for $48,815 to reflect the receipt of the 
insurance proceeds. 

 

 



Module 7 

Department of Resources Recycling and Recovery Page 7.29 CalRecycle 

Handout 4b page 1 

2010 

2011 



Module 7 

Department of Resources Recycling and Recovery Page 7.30 CalRecycle 

Handout 4b page 2 

2010 2010 



Module 7 

Department of Resources Recycling and Recovery Page 7.31 CalRecycle 

Handout 4b page 3 

2010 2010 

2010 
2010 



Module 7 

Department of Resources Recycling and Recovery Page 7.32 CalRecycle 

Handout 4b page 4 

2010 2010 



Module 7 

Department of Resources Recycling and Recovery Page 7.33 CalRecycle 

Handout 4b page 5 

2010 



Module 7 

Department of Resources Recycling and Recovery Page 7.34 CalRecycle 

Handout 4b page 6 



Module 7 

Department of Resources Recycling and Recovery Page 7.35 CalRecycle 

 Handout 4c  
Page 1 of 6 

JANUARY 3, 2011 

The Board of Directors Recycling, Inc.  
Corona, California 91719 

The accompanying balance sheet of   Recycling, Inc. as of 
September 30, 2010, and the related statements of income and retained earnings 
for the year then ended and the accompanying supporting schedules have been 
compiled by me in accordance with standards established by the American 
Institute of Certified Public Accountants. 

A compilation is limited to presenting in the form of financial statements 
information that is the representation of management. I have not audited or 
performed a review service of the accompanying statements and, accordingly, do 
not express an opinion or any other form of assurance on them. 

A statement of cash flows and other disclosures required by generally accepted 
accounting principles have been omitted; accordingly, these financial 
statements are not designed for those who are not informed about such matters. 



Module 7 

Department of Resources Recycling and Recovery Page 7.36 CalRecycle 

 Handout 4c 
Page 2 of 6 

RECYCLING, INC. 

SELLING, GENERAL, AND ADMINISTRATIVE EXPENSES  
SEPTEMBER 30, 2010 

SCHEDULE 2 
 

Accounting $3,406
Advertising 6,754
Bank Charges 11,790
Business licenses and taxes 5,580
Consulting 2,604
Custom duty 10,444
Dues and subscriptions 145
Equipment rentals 2,493
Insurance - life 3,034
Insurance - other 16,856
Licenses and permits 9,829
Miscellaneous 4,522
Office salaries 50,728
Office supplies 13,461
Payroll taxes 8,817
Security 286
Telephone and utilities 16,420
Travel 13,304
Uniforms 5,520
 $185,993

 

See accountant’s compilation report. 
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RECYCLING, INC.  

BALANCE SHEET  
SEPTEMBER 30, 2010 

ASSETS 

 

Current assets 
Cash $31,522
Accounts receivable, trade 196,456
Inventories 255,284
Prepaid expenses 24,343

 
Total current assets $507,605

 
Plant, property and equipment 

Cost 764,661
Less accumulated depreciation 545,834

 
Plant, property and equipment, net 218,827

 
Other assets 

Deposits 1,750
Notes receivable from stockholders 95,769
 

Total other assets 97,519
 $823,951

 

See accountant’s compilation report. 
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RECYCLING, INC.  

BALANCE SHEET  
SEPTEMBER 30, 2010 

LIABILITIES AND STOCKHOLDERS’ EQUITY 

 

Current liabilities  
Current maturities of long-term debt $22,309 
Note payable 50,000 
Accounts payable, trade 402,297 
Payroll taxes payable 2,277 
Rent payable 58,235 
Accrued liabilities 40,431 
 

Total current liabilities  $575,549
  
Long-term liabilities  

Long-term debt, net of current maturities  38,100
  

Stockholders’ equity  
Common stock 125,697 
Retained earnings 84,605 
 

Stockholders’ equity  210,302
  $823,951

 

See accountant’s compilation report. 
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RECYCLING, INC. 

STATEMENT OF INCOME AND RETAINED EARNINGS  
FOR THE YEAR ENDED SEPTEMBER 30, 2010 

 

Income 
Net sales, metals $5,760,599
Miscellaneous 204,621

 
Total income $5,965,220

 
Costs and expenses 

Cost of sales (schedule 1) 6,101,188
Selling, general and administrative (schedule 2) 185,993
Interest 26,258

 
Total costs and expenses 6,313,439

 
Income (loss) from operations (348,219)

 
Other income 

Interest 7,776
Gain on sale of assets 32,056

 39,832
Net income-(loss) before taxes (308,387)
California Franchise tax 800
 
Net income (loss) (309,187)
 

Retained earnings, September 30, 2009 393,792
 
Retained earnings, September 30, 2010 $84,605

 

 

See accountant’s compilation report. 
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RECYCLING, INC.  

COST OF SALES  
SEPTEMBER 30, 2010 

SCHEDULE 1 

 

Inventory, September 30, 2009 $485,387
Purchases 5,236,324
Direct labor  105,936
Metal processing  30,419
Salaries - other  38,861
Special handling  3,830
Insurance - workman’s compensation  27,812
Insurance - medical 11,654
Insurance - general  29,004
Telemarket  3,072
Registrations  5,850
Delivery charges  25,875
Depreciation  85,417
Disposal service  3,460
Payroll taxes  13,441
Equipment repairs  36,054
Forklift 12,045
Officers salaries  59,754
Rent 42,000
Small tools and supplies  27,122
Truck and fuel expenses  54,576
Utilities 18,509
 6,356,472
 
Inventory, September 30, 2010 255,284
 
Cost of sales $6,101,188

 
  

See accountant’s compilation report. 
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Sample Federal Tax Return, Sole Proprietorship Form 1040  
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Sample Federal Tax Return, Partnership Form 1065 
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Sample Federal Tax Return, Corporation Form 1120 
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Sample Federal Tax Return, Corporation Form 1120 
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Sample Federal Tax Return, Corporation Form 1120 
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Date: Dec 31, 2010   
Page: 

Profit And Loss Statement 
For the period December 1, 2009 to December 31, 2010 

 

 Current Period 
Amount 

Ratio 
% 

Year To Date 
Amount 

Cost of Sales 
Beginning Inventory ($6,583,000) (1,469) $948,969
Purchases $597,885 133 $9,182,301
Less: Ending Inventory $6,176,965 1,378 ($989,477)
 

Total Cost Of Mat. Sold $191,850 43 $9,141,793
 
Direct Expenses 

Labor $64,635 14 $686,170
Payroll Taxes $5,212 1 $64,760
Health Insurance $5,991 1 $73,937
Workman’s Comp Insurance $11,909 3 $209,744
Sick & Vacation Pay $3,203 1 $44,656
Total Labor Costs $90,949 20 $1,079.272
Freight Out $9,338 2 $293,776
Freight In $0 0 $0
Depreciation $119,915 27 $339,628
Dump Fees $2,213 O $22,152
Equipment Maintenance ($2,765) (1) $68,337
Insurance $13,161 3 $122,263
Laundry & Uniforms $1,209 0 $20,751
Outside Services $64 0 $767
Supplies $4,304 1 $108,956
Land & Building Maintenance $3,159 1 $16,304
Tax & License $1,707 0 $39,948
Travel $0 0 $49
Truck & Vehicle Expense ($1,063) (0) $82,114
Wgt/Contamination Expenses $4,800 1 $88,117
Utilities $3,039 1 $48,389
Warranty $0 0 $0
Other Direct Expenses $0 0 $23,896
 

Total Direct Expenses $250,029 56 $2,354,721
 
Total Cost Of Sales $441,879 99 $11,496,514
 
Gross Profit $6,244 1 $1,304,124
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Date: Dec 31, 2010 
Page: 

Profit And Loss Statement 
For the period December 1, 2009 to December 31, 2010 

 

 Current Period
Amount 

Ratio 
% 

Year To Date 
Amount 

General & Administration    
Salary & Wages $149,762 33 $798,308
Commission Expense $0 0 $0
Payroll Taxes $4,002 1 $54,301
Health Insurance $0 0 $5,697
Sick & Vacation Pay ($9,051) (2) $31,356
Less: Mgt. Fees Billed $0 0 ($28,176)

Payroll Costs $144,712 32  $861,487
Advertising & Promotion $3,829 1 $59,122
Bad Debt $889 0 $889
Commission Expense - FSC $3,315 1 $57,140
Data Processing $394 0 $4,239
Educ., Dues, & Subscription $209 0 $12,974
Employment Expenses $0 0 $2,409
Interest & Bank Charges $21,021 5 $275,734
Management Fees $8,393 2 $100,716
Miscellaneous $2,938 1 $18,251
Office Supplies & Maint. $1,812 0 $24,774
Outside Services $519 0 $6,676
Profit Sharing $0 0 $0
Professional Services $2,628 1 $26,909
Rent $7,339 2 $89,344
Security $10,068 2 $82,979
Telephone $1,433 0 $15,419
Travel $266 0 $6,646

 
Total General & Admin. $209,765 47 $1,645,707
 
Income From Operations ($203,522) (45) ($341,583)

 
Other Income 

Miscellaneous Income $27,583 6 $42,477
Rental Income $0 0 $5,400
Gain On Sale Of Equipment $13,881 3 $13,881
Interest Income $2 0 $4,681
Income - FSC Dividend $0 0 $80,000

 
Total Other Income $41,466 9 $146,438
 
Net Income Before Taxes ($162,056) (36) ($195,144)

 
Provision For Tax $105,982 24 $105,982
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Statement of Earnings  
For the 12 Months Ended December 31, 2010 

   

 Current 
Month 

 
 

% of 
Sales  YTD 

 
 

% of 
Sales 

 
Revenue: 

Sales 1,330,035 100.00 15,686,681 100.00
Total Revenue 1,330,035 100.00 15,686,681 100.00

 
Cost of Goods Sold: 
Beginning Inventory 69,031 5.19 61,270 0.39
Purchases - Plant 1,014,391 76.26 12,613,850 80.41
Freight 13,695 1.02 158,945 1.01

 1,097,117 82.48 12,834,065 81.81
Less: Ending Inventory 26,597 1.99 26,597 0.16

 
Total Cost of Goods Sold 1,070,520 80.48 12,807,468 81.64
 

Gross Profit 259,515 19.51 2,879,213 18.35
 

Operating Expenses (Schedule A) 223,004 16.76 2,857,974 18.21
 

Income from Operations 36,511 2.74 21,239 0.13
 
Other income (expense): 
Miscellaneous Income 371,214 27.91 380,565 2.42
Gain or Loss on Sale of Assets 13,500 1.01 19,500 0.12
Interest Expense (6,265) 0.47 (53,438) 0.34

 
Total other income (expense) 378,449 28.45 346,627 2.20
 
Net Income Before Taxes 414,960 31.19 367,866 2.34
 

Provision for Income Taxes 0 0.00 5,805 0.03
 
NET INCOME 414,960 31.19 362,061 2.30

 

See Accountants' Compilation Report 
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Schedule A 

Schedule of Operating Expenses 
For the 12 Months Ended December 31, 2010 

 

 Current 
Month  YTD 

Fuel 4,337 21,450
Repairs & Maintenance 6,552 187,898
Supplies - Shop 6,522 84,488
Trash Removal 2,071 24,111
Depreciation 13,886 166,632
Insurance - Plant 544 3,264
Insurance - Trucks & Auto 3,647 19,806
Insurance - Officers' Life 1,373 9,244
Insurance - Fire 0 3,282
Tax & License 1,300 39,190
Rent Expense - Plant 22,855 253,132
Rent Expense - Equipment 76 2,791!
Utilities - 6,533 35,87
Office Salaries & Wages 78,835 830,413
Security 2,442 41,660
Office Expense 6,270 47,756
Office Supplies 1,817 24,024
Postage 0 1,571
Petty Cash over (short) (55) 4,4
Consulting 0 75,1
Accounting 7,835 37,207
Legal and Professional 4,028 U5,284
Outside Services 17,852 297,230
Donations 0 1,258
Bank Charges 268 15,184
Commissions 0 8,580
Automobile Expense 17 42,569
Telephone 1,261 31,046
Uniforms 203 2,556
Dues & Subscriptions 26 1,612
Stationery & Printing 5,846 23,345
Advertising 1,814 21,655
Entertainment & Promotion 853 15,179
Payroll Taxes 4,978 67,752
Workers Compensation 8,742 85,945
Group Insurance 8,673 101,556
Insurance - General 1,603 23,024
Miscellaneous 0 30,818
 
TOTAL OPERATING EXPENSES 223,004 2,857,974
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Trial Balance 
As of December 31, 2010 

    
    
 Acct.# Account Name DR. CR.

1 102 SANWA BANK (CHECKING) $439,916.91 
2 102-1 SANWA BANK (SAVING) 1,727,713.29 
3 103 BANK OF AMERICA (PAYROLL) 20,685.78 
4 105 BANK 0E AMERICA (ACCTS. PAYABLE) 14,537.84 
5 106 OPERATING CASH FUND 32,225.00 
6 107 ACCOUNTS RECEIVABLE 46,690.15 
7 110 BANK OF AMERICA (INVESTMENT) 416,476.62 
8 120 INVESTMENTS (FRANKLIN CA. TAX FREE) 317,610.25 
9 130 INVENTORY 167,200.00 

10 145 STATE FRANCHISE TAX BOARD 3,480.00 
11 146 PREPAID FXPENESES 7,084.47 
12 154 FUR. EQUIP. & AUTO 583,958.28 
13 155 ALL0WANCE FOR DEPRECIATIAN  512,740.00
14 162 LEASEHOLD IMPROVEMENTS 135,542.13 
15 163 LEASEHOLD AMORTIZATION  72,381.00
16 245 STOCKHOLDERS NOTES & LOANS  33,318.00
17 266 CAPITAL STOCK  10,000.00
18 271 RETAINED EARNINGS  510,577.06
19 272 ACCUMULATED ADJUSTMENTS  2,084,207.64
20 304 CALIFORNIA ALUMINUM CAN REDEMPTION  1,645.346.48
21 305 SALES OF SCRAP METALS AND OTHERS  7,864,779.13
22 306 MISCELLANEOUS INCOME  70,368.04
23 307 INTEREST INCOME  130,480.28
24 505 PURCHASES 7,662,841.52 
25 510 FREIGHT OUT 125,900.28 
26 301 WAGES & SALARIES SHOP 577,980,18 
27 302 OFFICER SALARY 183,500.00 
28 604 COMMISSION EXPENSE 38,697.07 
29 640 DEPRECIATION EXPENSE 37,192.00 
30 645 DONATIONS 10,615.50 
31 646 DUES & SUBSCRIPTION 3,009.50 
32 651 WORKER'S COMPENRATION INSURANCE 53,685.00 
33 652 INSURANCE (GENERAL) 25,630.23 
34 675 INTEREST EXPENSE 468.58 
35 680 LICENSE-PERMIT 665.00 
36 681 OFFICE & SHOP SUPPLIES 22,831.73 
37 682 PROMOTION-ENTERTAINMENT 334.40 
38 683 PROPERTY PROTECTION 2,116.31 
39 684 RENT 60,000.00 
40 611 LEGAL & ACCOUNTING 18,627.67 
41 613 ADVERTISING 7,299.13 
42 685 REPAIRS & MAINTENANCE 16,600.22 
43 686 TRUCK & AUTO 1,743.41 
44 686-A ALAN 890.40 
45 687 UTILITIES 42,807.55 
46 689 PAYROLL EXPENSES 56,351.44 
47 690 TAXES 12,143.99 
48 691 PROFIT SHARING & MONEY PURCHASE PENSION PLAN 60,671.04 
49 693 KAISER MEDICAL 4,176.01 
50 694 UNIFORMS LAUNDRY 11.85 
51 695 CHRISTMAS EXPENSE 5,198.66 
52 699 COLA MACHINE  1,371.76
53    
54  TOTAL 12,944,569.39 12,944,569.39
55    
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OPERATING STATEMENT  
December 31, 2010 

1 2 3 4 5 6 7 8 9 
Category GL Code GL Code Description 9113 Actual $ 9113 Budget $ $ Variance 5 to 4 9113 YTD Act. $ 9113 YTD Bud. $ $ Variance 8 to 7 

441 20-150-480240 SALES-GRAND TERRACE 848536.85 912000.00 63463.15 11611904.57 13395000.00 1783095.43 
441 20-ISO-683000 FREIGHT EXPENSE -7828.74 0.00 7828.74 -30362.02 0.60 30312.02 
441 20-150-783000 TRANSPORTATION ALLOC 0.00 0.00 0.00 0.00 0.00 0.00 

*Department 150 SUBTOTAL* 840708.11 912000.00 71291.89 11581842.55 13395000.00 1813467.45 
         
*******44 RECYCLE DIVISION******* 840708.11 912000.00 71291.89 11581842.55 13395000.00 1813467.45 

         
********4  SALES******** 840708.11 912000.00 71291.89 11581842.55 13395000.00 1813467.45 

541J1A 20-151-572003 GT SCRAP PYMNT 746837.58 841600.00 94762.42 40299839.34 12361000.00 2061160.66 
541J1A 20-151-672003 TRANSPORTATION ALLOC 0.00 0.00 0.00 0.00 0.00 0.00 

*Department 151 SUBTOTAL* 746837.58 841600.00 94762.42 40299839.34 12361000.00 2061160.66 
         
***541J1 SCRAP PAYMENT**** 746837.58 841600.00 94762.42 40299839.34 12361000.00 2061160.66 

541J3G 20-154-482000 SALES LEASE 0.00 0.00 0.00 -100.00 0.00 100.00 
541J3G 20-154-509000 COGS-LEASE 0.00 0.00 0.00 0.00 0.00 0.00 
541J3G 20-154-509615 INTEREST INCOME – DE -341.82 596.00 937.82 -5191.31 7700.00 12891.31 
541J3G 20-154-510000 SALARIES & WAGES 7394.98 5126.00 -2268.98 92431.35 66650.00 -15731.35 
541J3G 20-154-511000 VACATION EARNED -340.34 264.00 604.34 4615.18 3360.00 -1255.18 
541J3G 20-154-512000 OVERTIME PAY 409.69 280.00 -129.69 5446.93 3640.00 -1806.93 
541J3G 20-154-513000 PAYROLL TAXES 686.66 438.00 -248.66 8502.05 6516.00 -1986.05 
541J3G 20-154-514000 LIFE A D & D INSURAN 86.92 85.00 -1.92 1129.96 1105.00 -25.36 
541J3G 20-154-515000 GROUP HEALH INS 623.23 648.00 24.77 9038.52 8400.00 -638.52
541J3G 20-154-516600 RETIREMENT 68.14 166.00 97.86 1774.84 2170.00 345.16 
541J3G 20-154-517000 SAVINGS & INVESTMENT 16.00 156.00 140.00 1111.00 2100.00 989.00 
541J3G 20-154-518000 WORKMANS COMP 29.23 32.00 2.77 379.99 380.00 0.00 
541J3G 20-154-520000 CONSULTANTS & TEMPS 0.00 0.00 0.00 563.39 0.00 -563.20 

541J3G 20-154-521000 GENERAL SUPPLIES 1028.19 200.00 -828.19 5184.48 2600.00 -2524.48 
541J3G 20-154-522000 GENERAL EQUIPMENT 307.16 76.00 --231.16 5009.51 1000.00 -4009.51 

*Department 154 SUBTOTAL* 756805.62 849667.00 93323.70 40429735.23 1246662100 -14315.11 
         
541J5L 20-156-523001 R/M – PETERBILT 6.14 620.00 613.86 9009.36 8000.00 -1009.36 
541J5L 20-156-523005 R/M COL. TRAILERS 11556.92 3848.00 -7708.92 87748.18 50000.00 -37748.18 
541J5L 20-156-525005 GAS & OIL COL. TRUCK 3397.15 1924.00 -1473.15 31666.90 25000.00 -6666.90 
541J5L 20-156-533000 DUES, SUBS, SEMINARS 0.00 0.00 0.00 0.00 0.00 0.00 
541J5L 20-156-534000 TRAVEL & OTHER 51.43 20.00 -31.43 84.72 200.00 115.29 
541J5L 20-156-534005 MEALS & ENTERTAIN 0.00 0.00 0.00 0.00 0.00 0.00 
541J5L 20-156-537000 EMPLOYEE HEALTH d SA 0.00 24.00 24.00 738.61 300.00 -438.61 
541J5L 20-156-545000 LICS, FEES. PERMITS 3341.38 3076.00 -265.38 43194.42 40000.00 -3134.42 
541J5L 20-156-547000 TRANSPORTATION FEE 1 0.00 0.00 0.00 7734.86 0.00 7734.86 
541J5L 20-156-569000 GENERAL EXPENSE 32378.00 76.00 -32302.00 33483.00 1000.00 -32483.00 
541J5L 20-156-589000 COST OF GOODS SOLD 70806.74 0.00 -70806.74 352937.14 0.00 -352973.14 
541J5L - 20-156-590079 INVENTORY EXPENSES -66741.85 0.00 66741.85 -353363.47 0.00 353363.47 

541J5L 20-156-590080 TRANSPORTATION 
ALLOC 0.00 0.00 0.00 0.00 0.00 0.00 

'*Department 156 SUBTOTAL* 70806.74 19319.00 -51487.74 352937.14 251672.00 -73239.99 
         
****54115 TRANSPORTATION**** 70806.74 19319.00 -51487.74 352937.14 251672.00 -73239.99 

541J7C 20-152-509610 LEASE REVENUE -190.74 -803.00 -612.26 -867.678 -10439.00 -9571.33 

*Department 156 SUBTOTAL* -190.74 -803.00 -612.26 -867.678 -10439.00 -9571.33 
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***54117 LEASE REVENUE**** -190.74 -803.00 -612.26 -867.67  -10439.00 -9571.33 

541J9E 20-153-528000 DEPRECIATION 20764.52 0.00 -20764.52 185234.04 0.00 -185234.04 

*Department 153 SUBTOTAL* 20764.52 0.00 -20764.52 185234.04 0.00 -185234.04 
         
541J9E 20-154-528000 DEPRECIATION 0.00 405.00 405.00 0.00 5193.00 5193.00 

*Department 154 SUBTOTAL* 0.00 405.00 405.00 0.00 5193.00 5193.00 
         
541J9E 20-155-528000 DEPRECIATION 0.00 13010.00 13010.00 0.00 169046.00 169046.00 

*Department 155 SUBTOTAL* 0.00 13010.00 13010.00 0.00 169046.00 169046.00 
         
541J3J 20-155-523003 R/M - LOGAN BALER 1200.00 0.00 -1200.00 7265.11 0.00 -37265.11 
541J3J 20-155-523005 R/M - OTTAWA 1476.73 380.00 -1096.73 4373.84 5000.00 626.16 
541J3J 20-155-523006 R/M - PARTS TRUCK 0.00 0.00 0.00 0.00 0.00 0.00 
541J3J 20-155-524000 UNIFORMS 609.30 380.00 -229.30 5041.12 5000.00 -41.12 
541J3J 20-155-525000 GAS & OIL 354.73 380.00 25.27 4339.62 5000.00 660.38 
541J3J 20-155-525003 GAS & OIL SERVICE VE 243.10 228.00 -15.1 3755.28 3000.00 -755.28 
541J3J 20-155-530000 POSTAGE & FREIGHT 0.00 76.00 76.99 2861.24 1000.00 -1861.24 
541J3J 20-155-531000 UTILITIES 1356.55 1152.00 -204.55 2,12241.70 15000.00 -6241.70 
541J3J 20-155-532000 EQUIPMENT RENTAL 323.41 228.00 -95.41 5059.46 3000.00 -2059.46 
541J3J 20-155-533000 DUES, SUBS, SEMINARS 0.00 76.00 76.00, 1058.20 1000.00 -58.20 
541J3J 20-155-534000 TRAVEL & OTHER 134.29 152.00 '17.71 2403.22 2000.00 -403.22 
541J3J 20-155-534005 MEALS & ENTERTAIN 28.17 0.00 -28.17 884.61 0.00 -884.61 
541J3J 20-155-537000 EMPLOY HEALTH d SAFE 585.41 120.00 -465.41. 6440.23 1500.00 -4940.23 
541J3J 20-155-541000 RUBBISH & WASTE REMO 120.17 76.00 -44.17 1589.67 1000.00 -851.00 
541J3J 20-I55-544000 MAINTENANCE UPGRADES 0.00 152.00 152.00 0.00 2000.00 2000.00 
541J3J 20-155-545000 LICS, FEES,-PERMITS 20.00 4.00 16.00 206.74 100.00 -106.74 
541J3J 20-155-569000 GENERAL EXPENSE 0.00 380.00 380.00 3704.99 5000.00 1295.01 
541J3J 20-155-589000 COST OF GOODS SOLD 53950.00 0.00 -53950.00 431304.83 0.00 -431304.83 
541J3J 20-155-590079 INVENTORY EXPENSES -49065.65 0.00 49065.45 -442125.59 0.00 442125.59 
541J3J 20-155-590080 ADMIN ALLOCATION 0.00 0.00 0.00 0.00 0.00 0.00 

*Department 155 SUBTOTAL* 53950.00 22792.00 -31158,90 431304.83 298861.00 -132443.83 
         
***541J3 PROCESSING**** 78524.09 34671.00 -43853.09 645811.63 453882.00 -191929.63 

541J5L 20-156-509900 LEASE EXPENSE. 6304.22 2228.00 -4076.22 45677.90 29000.00 -16677.90 
541J5L 20-156-510000 SALARIES & WAGES 6512.98 3550.00 -2962.98 51544.46 46138.00 -5406.46 
541J5L 20-156-511000 VACATION EARNED -343.84 178.00 521.84 1820.93 2326.00 505.07 
541J5L 20-156-512000 OVERTIME PAY 1153.27 732.00 -421.27 8107.38 9516.00 1408.62 
541J5L 20-156-513000 PAYROLL TAXES 610.42 343.00 -267.42 5048.35 4876.00 -172.35 
541J5L 20-156-514000 LIFE A D & D INSURAN 67.88 66.00 -1.88 882.44 870.00 -12.44 
541J5L 20-156-515000 GROUP HEALTH INS 623.23 324.00 -299.23 6891.90 4200.00 -2691.90 
541J5L 20-156-516000 RETIREMENT 47.16 110.00 62.84 1228.50 1502.00 273.50 
541J5L 20-156-517000 SAVINGS & INVESTMENT 70.00 110.00 40.00 694.00 1454.00 760.00 
541J5L 20-156-518000 WORKMANS COMP 14.61 10.00 -4.61 189.97 190.00 0.03 
541J5L 20-156-520000 CONSULTANTS & TEMPS 0.00 1852.00 1852.00 19984.40 24100.00 4115.60 
541J5L 20-156-521000 GENERAL SUPPLIES 950.90 152.00 -798.90 1691.66 2000.00 308.34 
541J5L 20-156-523000 R/M 0.00 76.00 76.00 1411.25 1000.00 -10411.25 

*Department 156 SUBTOTAL* 94534.92 44402.00 -50132.92 790984.77 3000.00 -4953.78 
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541J3G 20-154-523000 R/M 1069.00 152.00 -917.00 260.80 2000.00 -2260.80 
541J3G 20-154-525000 R/M - COMPANY CAR 0.00 120.00 120.00 1012.09 1500.00 497.91
541J3G 20-154-525002 GAS 9 OIL VEHICLE 159.31 85.00 -74.31 1470.45 1105.00 -365.45 
541J3G 20-154-527000 PROPERTY TAXES 1660.75 0.00 -1660.75 1394.48 0.00 -21394 48 
541J3G 20-154-525060 TELEPHONE 1561.38 496.00 -1065.38 1055.88 6400.00 -4655.88 
541J3G 20-154-530000 POSTAGE 9 FREIGHT 489.38 144.00 -345.38 3780.08 1800.00 -1980.08 
541J3G 20-154-531000 UTILITIES 374.20 252.00 -122.20 4460.88 3300.00 -1160.68 
541J3G 20-154-533000 DUES, SUBS, SEMINARS 128.08 76.00 -52.08 1496.00 1000.00 -496.00 
541J3G 20-154-533500 TUITION REIMBURSEMEN 768.00 620.00 -148.00 5613.34 8000.00 2386.66 
541J3G 20-154-534000 TRAVEL.& OTHER 894.35 380.00 -514.35 6534.41 5000.00 -1534.41 
541J3G 20-154-534005 MEALS V ENTERTAIN 339.71 76.00 263.71 3066.66 1000.00 -2066.66 
541J3G 20-154-537000 EMPLOY HEALTH & SAFE 0.00 20.00 20.00 9539.07 200.00 -2339.07 
541J3G 20-154-545000 LICS, FEES, PERMITS 926.00 76.00 -850.00 1205.50 1000.00 -205.50 
541J3G 20-154-560000 EMPLOYEE ACTIVITIES -55.46 124.00 179.48 1655.28 1600.00 -55.28 
541J3G 20-154-561000 EDP EXPENSES 520.39 120.00 -400.39 2281.47 1500.00 -781.47 
541J3G 20-154-565000 ADVERTISING 9 PROMOT 2131.39 772.00 -1359.39 5772.56 10000.00 4227.44 
541J3G 20-154-569000 _GENERAL EXPEN$€ 574.22 299.00 -275.22 7067.05 3995.00 -3072.05 
541J3G 20-154-589000 ADMIN-COGS 224574.09 0.00 -24574.09 214506.80 0.00 -214506.80 
541J3G 20-154-590079 INVENTORY EXPENSES -21508.72 0.00 21508.72 214561.89 0.00 214561.89 
541J3G 20-154-590080 ADMIN ALLOCATION- 0.00 0.00 0.00 0.00 0.00 0.00 
541J3G 20-154-649000 MOVING EXPENSE 0.00 0.00 0.00 0.00 0.00 0.00 

*Department 154 SUBTOTAL* 24574.09 11879.00 -12695.09 214506.80 155021.00 -59485.80 
         

541J3J 20-155-510000 SALARIES 9 WAGES 9819.96 7280.00 -2539.96 134083.12 94652.00 -39471.12 
541J3J 20-155-511000 VACATION EARNED -68.48 368.00 436.48 4615.02 4772.00 156.98 
541J3J 20-155-512000 OVERTIE PAY 1114.33 988.00 -126.33 15846.29 12844.00 -3002.29 
541J3J 20-155-513000  PAYROLL- TAXES 856.31 657.00 -199.31 12459.35 10794.00 -1665.35 
541J3J 20-ISS-514000 LIFE A D & D INSURAN 134.35 124.00 -10.35 1746.55 1684.00 -62.58 
541J3J 20-155-515000 GROUP HEALTH INS 1558.06 1620.00 61.94 21501.86 21000.00 -501.90 
541J3J 20-155-516000 RETIREMENT 96.78 238.00 141.22 2520.84 3082.00 581.15 
541J3J 20-155-517000 SAVINGS & INVESTMENT 94.00 235.00 141.00 1069.00 2983.00 1015.05 
541J3J 20-155-518000 WORKMANS COMP 73.08 74.00 0.92 950.04 950.00 0.04 
541J3J 20-155-520000 CONSULTANTS d TEMPS 2479.89 424.00 -2055.89 35791.38 5500.00 -30291.38 
541J3J 20-155-521000 GENERAL SUPPLIES 11244.89 1380.00 -9864.89 33808.45 18000.00 -15808.45 
541J3J 20-155-522000 GENERAL EQUIPMENT 2080.70 772.00 -1308.70 8907.16 10000.00 1092.84 
541J3J 20-155-523000 R/M 4858.28 1924.00 -2934.28 23948.39 25000.00 1051.61 
541J3J 20-155-523001 R/M - CAN FLATTNERS 7905.92 2696.00 -5209.92 39780.52 35000.00 -4780.52 
541J3J 20-155-523002 R/M - SERVICE TRUCK 365.72 228.00 -137.72 4872.59 3000.00 -1872.59 
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Schedule of Plant Direct & Freight Costs 
For the Period 09/01/09 through 08/31/10 

Newark Plant 
 

   MONTH Y - T - D 

 JUNE JULY AUGUST BUDGET
VARIANCE 

BETTER/(WORSE) ACTUAL BUDGET 
VARIANCE 

BETTER/(WORSE)

FREIGHT & TRUCKING COSTS         
SALARIES & WAGES - DRIVERS $15,812 $17,040 $15,389 $15,704 $315 S $194,6311 $184,337 $(10,294)
CONTRACT LABOR 3,277 6,146 4,063 0 (4,063) 14,406. 0 (14,406)

REPAIRS & MAINT - TRUCKS 3,000 7,357 5,150 3,037 (2,113) 52,592 32,000 (20,592)

REPAIRS & MAINT - CONTAINERS 630 2,358 2,213 1,033 (1,180) 7,846 10,900 3,054
FUEL EXPENSE - TRUCKS 4,916 5,520 7,757 9,499 1,742 65,983 100,100 34,117
RENTAL TRUCKS & EQUIP 2,418 2,377 2,383 0 (2,383) 30,563 0 (30,563)
PERMITS & LICENSE FEES 3,368 0 0 333 333 7,078 4,000 (3,078)
WEIGHING CHARGES 2,025 1,041 882 475 (407) 8,937 5,000 (3,937)
PAYROLL TAXES - DRIVERS 1,210 1,100 1,358 1,392 34 14,058 16,570 2,512
GROUP INSURANCE DRIVERS 623 534 532 879 347 6,311 9,300 2,989
PENSION EXPENSE - DRIVERS 26 43 58 96 38 345 1,018 673
DEPRECIATION EXPENSE - TRUCKS 1,245 1,213 2,510 1,625 (885) 10,008 19,500 9,492
DEPRECIATION EXPENSE - CONTAINTERS 240 237 329 0 (329) 1,063 0 (1,063)
FREIGHT EXPENSE 43,018 39,311 17,019 38,905 21,886 423,889 410,000 (13,889)
FREIGHT-OUT BILLED 0 0 0 0 0 (1,103) 0 1,103
MISCELLANEOUS 2,299 184 1,330 0 (1,330) 15,721 0 (15,721)

TOTAL FREIGHT & TRUCKING $84,109 $84,460 $60,972 $72,978 $12,006 $852,329 $792,725 $(59,604)

 
DIRECT PLANT COST 
SALARIES & WAGES - PLANT 30,294 35,391 S 32,841 19,272 S (13,569) S 315,884 "S 226,202 (89,682)
SALARIES & WAGES - MAINT 6,353 6,211 7,577 0 (7,577) 90,719 0 (90,719)
CONTRACT LABOR 0 68,807 107,384 417 (106,968) 271,416 5,000 (266,416)
OPERATING SUPPLIES - PLANT 3,646 2,949 4,177 4,838 661 36,692 51,000 14,308
REPAIRS & MAINT - EQUIPMENT 3,582 6,045 12,447 4,833 (7,613) 51,546 58,000 6,454
REPAIRS & MAINT - BUILDINGS 0 0 0 417 417 1,229 5,000 3,771

SCREENS & SCREEN SUPPLIES 0 0 0 947 947 862 10,000 9,138

SMALL TOOLS 75 270 338 83 (255) 3,896 1,000 (2,896)
FUEL EXPENSE - PLANT 325 532 154 227 73 2,426 2,400 (26)
HEAT, LIGHT & POWER 3,067 2,818 2,790 1,897 (893) 22,770 20,000 (2,770)
RUBBISH HAULING & DUMPING 2,837 748 3,857 14,234 10,377 44,710 150,000 105,290
TRAVEL EXPENSE PLANT 0 0 0 0 0 429 0 (429)
RENTAL - EQUIPMENT 1,950 1,740 1,740 190 (1,550) 20,082 2,000 (18,082)
PERMITS 0 733 (35) B3 118 3,240 1,000 (2,240)
PAYROLL TAXES 2,777 3,370 3,424 1,770 (1,654) 31,064 20,395 (10,669)
GROUP INSURANCE 2,391 2,389 2,832 1,855 (977) 22,973 19,900  (3,073)
PENSION EXPENSE 191 215 277 113 (164) 2,305 1,249 (1,056)
MAINT COST DISTRIBUTION 0 0 0 0 0 (27,183) 0 27,183

TOTAL DIRECT PLANT COST $57,488 $132,218 $179,802 $51,176 $(128,626) $895,061 $573,146 $(321,915)
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Trend/Budget Variance Month & YTD  
Schedule of Plant Sales & Cost of Sales 
For the Period 09/01/09 through 08/31/10 

Newark Plant 
 

   MONTH Y - T - D 

 JUNE JULY AUGUST BUDGET VARIANCE 
BETTER/(WORSE) ACTUAL BUDGET VARIANCE 

BETTER/(WORSE)

SALES         
SALES GLASS $270,102 $267,218 $185,311 $289,280 $(103,969) $2,550,537 $2,966,100 $(415,563)
SALES ALUMINUM 51,701 74,196 61,623 9,000 52,623 693,251 108,000 585,251
SALES PLASTIC 19,684 9,199 8,119 3,400 4,719 189,781 40,800 148,981
SALES CARDBOARD 132 0 507 1,850 (1,343) 13,114 22,200 (9,086)
DECASING INCOME 0 79,626 138,107 0 138,107 436,979 0 436,979
SALES MISCELLANEOUS SCRAP 0 484 389 0 389 2,933 0 2,933
STATE REDEMPTION INCOME 48,165 52,927 49,810 38,206 11,604 494,474 425,000 69,474
SERVICE REVENUE 4,910 6,974 11,769 18,333 (6,564) 89,578 204,000 (114,422)
ENVIPCO INCOME 9,202 9,438 9,923 48,539 (38,616) 134,954 540,000 (405,046)

TOTAL SALES $403,895 $500,061 $465,558 $408,608 $56,950 $4,605,601 $4,306,100 $299,501

 
COST OF SALES 
MATERIAL COSTS GLASS $62,518 $77,155 $65,420 $147,977 $82,557 $718,018 $1,529,478 $11,460
MATERIAL COSTS ALUMINUM 38,995 59,410 47,890 4,657 (43,233) 544,804 56,171 (488,633)
MATERIAL COSTS PLASTIC 8,400 584 802 1,709 907 86,881 21,191 (65,690)
MATERIAL COSTS CARDBOARD 0 0 0 932 932 1,562 11,310 9,204
MATERIAL COSTS MISC. SCRAP 99 231 98 0 (98) 1,294 0 (1,745)
FREIGHT-IN 14,454 12,116 12,916 11,766 (1,150) 103,829 124,000 20,171
FREIGHT 8 TRUCKING COSTS 84,109 84,460 60,972 72,978 12,006 852,329 792,725 (59,604)
DIRECT PLANT COST 57,488 132,218 179,802 51,176 (128,626) 895,061 573,146 (321,915)
INDIRECT PLANT COST 31,488 37,502 40,122 41,350 1,228 431,107 486,431 55,324
PLANT OFFICE COST 250 861 702 2,883 2,181 7,730 34,600 26,870

 
TOTAL COST $297,801 $404,536 $408,725 $335,429 $(73,295) $3,642,613 $3,629,052 $(13,561)
CHANGE IN INVENTORY $5,138 $858 $(16,371) $0 $16,371 $40,354 $0 $(40,354)

 
TOTAL COST OF SALES $302,939 $405,394 $392,354 $335,429 $(56,924) $3,682,968 $3,629,052 $(53,916)

 
GROSS PROFIT $100,956 $94,667 $73,205 $73,179 $26 $922,633 $677,048 $245,585
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Trend/Budget Variance Month & YTD  
Schedule of Plant Indirect & Office Costs 
For the Period 09/01/09 through 08/31/10 

Newark Plant 

 

   MONTH Y - T - D 

 JUNE JULY AUGUST BUDGET VARIANCE 
BETTER/(WORSE) 

ACTUAL BUDGET VARIANCE 
BETTER/(WORSE)

INDIRECT PLANT COST         
SALARIES & WAGES SUPERVISION $10,496 $13,890 $11,668 $14,679 $3,011 $161,466 $171,785 $10,319
SECURITY & PROTECTION 0 0 0 0 0 110 0 (110)
RENT EXPENSE 700 700 700 750 50 9,270 9,000 (270)
REAL & PERS PROPERTY TAXES 1,319 1,115 1,353 1,000 (353) 14,680 12,000 (2,680)
PAYROLL TAXES 788 906 853 1,366 513 10,200 15,501 5,301
GROUP INSURANCE 352 352 352 585 233 5,731 6,600 869
PENSION EXPENSE 157 181 186 90 (96) 2,037 949 (1,088)
WORKER'S COMPENSATION 9,363 9,343 11,318 7,876 (3,442) 110,136 94,512 (15,624)
FED & STATE UNEMPLOYMENT TAX 579 566 626 0 (626) 11,160 0 (11,160)
GENERAL INSURANCE 3,915 3,915 4,890 7,607 2,717 47,954 91,284 43,330
DEPRECIATION EXPENSE 3,819 6,304 7,593 7,397 (196) 51,348 84,800 33,452
MISCELLANEOUS 0 230 583 0 (583) 7,016 0 (7,016)

INDIRECT PLANT COST $31,488 $37,502 $40,122 $41,350 $1,228 $431,107 $486,431 $55,324

 
PLANT OFFICE COST 
TELEPHONE $0 $0 $0 $300 $300 $0 $3,600 $3,600
TRAVEL EXPENSE 0 0 0 250 250 0 3,000 3,000
MEALS & CONFERENCES 0 0 0 0 0 199 0 (199)
AUTOMOBILE EXPENSE 250 611 452 750 298 6,385 9,000 2,615
ADVERTISING & PROMOTION 0 0 0 500 500 542 6,000 5,458
OFFICE SUPPLIES 0 0 0 1,083 1,083 75 13,000 12,925
MISCELLANEOUS 0 250 250 0 (250) 529 0 (529)

 $250 $861 $702 $2,883 $2,181 $7,730 $34,600 $26,870
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 Handout 5 

Sample Note Concerning Selection of a  
Site’s Compiled versus Audited Financial Statements 

In the Audited Financial Statements, many costs were combined into the cost-of-goods sold category and 
could not be broken out. According to Mr. Doe, owner, these costs were broken out in the Compiled 
Financial Statements. Because the Compiled Financial Statements offered more detail and because total costs 
did not vary between the Compiled and the Audited Financial Statements, we chose to use the Compiled 
Financial Statements. Audited Financial Statements are included for information only. 
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Handout 6 

Sample Depreciation Schedule 
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Sample Depreciation Schedule 
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Handout 8 

Long-Lived Assets and Depreciation 

Provided as Handout 8 in the training manual Volume II – Supplemental Materials. 
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Handout 9 

Accrual Basis and Cash Basis of Accounting 

Provided as Handout 9 in the training manual Volume II – Supplemental Materials. 
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Work Assignments 

1. Classify financial statements 

2. Prepare a balance sheet 

3. Prepare an income statement 

4. Identify financial statement terms 

5. Complete financial statement and transaction exercises 
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Page 1 of 10 

Classify Financial Statements 

1. The enclosed statement on pages 4 and 5 is an example of a (n): 

a) Audited financial statement  
b) Reviewed financial statement 
c) Compiled financial statement 
d) Federal income tax form 
e) Source document 

2. The enclosed statement on page 6 is an example of a (n): 

a) Audited financial statement 
b) Reviewed financial statement 
c) Compiled financial statement 
d) Source document 
e) None of the above 

3. The enclosed statement on pages 7 and 8 is an example of a (n): 

a) Audited financial statement 
b) Reviewed financial statement 
c) Compiled financial statement 
d) Source document 
e) None of the above 

4. The enclosed statement on page 9 is an example of a (n): 

a) Audited financial statement 
b) Reviewed financial statement 
c) Compiled financial statement 
d) Federal income tax form 
e) State income tax form 

5. Opinion language which indicates that “we are not aware of any material modifications that should be 
made to the financial statements” would suggest what type of financial statement? 

a) Audited financial statement 
b) Reviewed financial statement 
c) Compiled financial statement 

6. Opinion language which indicates that the audit of the financial statements was conducted in 
“accordance with auditing standards generally accepted in the United States of America” would suggest 
what type of financial statement? 

a) Audited financial statement 
b) Reviewed financial statement 
c) Compiled financial statement 
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7. Report language which indicates that “we have not audited or reviewed the accompanying financial 
statements and, accordingly, do not express an opinion or any other form of assurance on them” would 
suggest what type of financial statement? 

a) Audited financial statement 
b) Reviewed financial statement 
c) Compiled financial statement 

8. Opinion language which indicates an “unawareness that no material modifications be made for financial 
statements to be in conformity with generally accepted accounting principals” would suggest what type of 
financial statement? 

a) Audited financial statement 
b) Reviewed financial statement 
c) Compiled financial statement 

9. Which of the following is the most preferred for the cost survey? 

a) Verifiable and reasonable source documents 
b) State tax returns 
c) Compiled financial statements 

10. Which of the following is the most preferred for the cost survey? 

a) Fiscal year reviewed financial statements that do not represent calendar year results  
b) Calendar year compiled financial statements 
c) Fiscal year compiled financial statements that accurately represent calendar year results 
d) Federal tax returns for a calendar year 

11. Which financial statement will an interviewer most probably not need to perform the cost survey? 

a) Balance sheet 
b) Income statement  
c) Statement of investments  
d) Statement of cash flows 

12. Which financial statement will an interviewer probably take most cost information from to perform the 
cost survey? 

a) Balance sheet 
b) Income statement 
c) Statement of investments  
d) Statement of cash flows 

13. Which financial statement contains each element of the accounting equation? 

a) Balance sheet 
b) Income statement  
c) Statement of investments  
d) Statement of cash flows 
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14. Which of the following does not generate a source of federal and state tax returns for use in the cost survey? 

a) Sole proprietorship  
b) Corporation 
c) Conglomeration  
d) Partnership 

15. Which of the following is not a valid and reasonable source document? 

a) DE-6 form  
b) W-2 form 
c) Supplier invoice 
d) Personal check stub  
e) Payroll register 
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2010 
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INCOME STATEMENT PAGE 2  
AS OF DECEMBER 31, 2010 

 

  CURRENT PERIOD  %  YEAR TO DATE  % 

OPERATING EXPENSES CON'T.         

POSTAGE  793 0.04 6,891 0.64
PROFESSIONAL SERVICES  21,210 1.05 239,005 1.22
PROFIT SHARING TRUST  0 0.00 0 0.00
CLERICAL SALARIES  9,356 0.46 88,579 0.45
EXECUTIVE SALARIES  15,420 0.76 134,770 0.69
SALESMEN SALARIES  19,822 0.98 153,559 0.78
SERVICE CHARGES  37,500 1.85 40,294 0.21
TELEPHONE & COMMUNICATION  4,323 0.21 33,331 0.17
TRAFFIC CITATIONS  0 0.00 483 0.00
TRAVEL & ENTERTAINMENT  11,167 0.55 49,426 0.25
WORKMENS COMPENSATION  616 0.03 3,862 0.02
BAD DEBT EXPENSE  0 0.00 0 0.00

  
TOTAL OPERATING EXPENSES  $135,779 6.70 $906,297 4.62
  
PROFIT/LOSS BEFORE OTHER  $141,933- 7.00- $24,265 0.12
  
OTHER INCOME/EXPENSE  

DISCOUNTS EARNED  $0 0.00 $0 0.00
MISC NON-OP INCOME  0 0.00 287 0.00
INTEREST INCOME  0 0.00 0 0.00

INTEREST EXPENSE  987 0.6 31,247 0.16
GAIN/LOSS SALE OF ASSETS  0 0.00 0 0.00
LITIGATION SETTLEMENTS  0 0.00 0 0.00

HORSE RACING PROFIT (LOSS)  56,785- 2.80- 740,036- 3.78-
  
TOTAL OTHER INCOME/EXPENSE  $57,772- 2.85- $770,996- 3.94-
  
NET INCOME  $199,705- 9.86- $746,730- 3.81-
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INCOME STATEMENT PAGE 2  
AS OF DECEMBER 31, 2010 
 
OTHER COSTS  CURRENT PERIOD %  YEAR TO DATE % 
BAGHOUSE SUPPLIES   $0 0.00 $0 0.00
CALIF OIL REFINERY  0 0.00 0 0.00
DIESEL FUEL M  1,562 0.08 17,906 0.09
DIESEL FUEL NON HWY USE  162 0.01 9.453 0.05
DEPRECIATION  29,545 1.46 265,911 1.36
ELECTRICITY  14,150 0.70 138,484 0.71
EQUIPMENT RENTAL  2,700 0.13 15,196 0.08
FREIGHT & DUMP  5,056 0.25 37,995 0.19
FUEL OIL  0 0.00 0 0.00
FURNACE CONTROL SUPPLIES  0 0.00 88 0.00
FURNACE SUPPLIES  0 0.00 3,576 0.02
FURNACE TOOLS  3,588 0.18 51,693 0.26
GAS & OIL HWY  1,450 0.07 33,386 0.17
GAS & OIL NON HWY USE  3,378 0.17 20,599 0.11
GROUP MEDICAL INSURANCE  3.808 0.19 31,757 0.16
INSURANCE AUTO & LIABILITY  3,416 0.17 34,296 0.18
LAB SUPPLIES  0 0.00 62 0.00
DRIVERS LABOR - INDIRECT  18,882 0.93 149,304 0.76
MAINTENANCE LABOR-INDIRECT  19,567 0.97 225,742 1.15
PLANT LABOR - DIRECT  83,828 4.14 567,406 2.90
LICENSES PERMITS & FEES  3,206 0.16 12,022 0.06
NATURAL GAS-FURNACES  50,729 2.50 451,568 2.31
OUTSIDE SERVICES  0 0.00 5,619 0.03
PACKAGING SUPPLIES  395 0.02 8,843 0.05
PAYROLL TAXES  4,616 0.23 68,619 0.35
PROPANE LIFT TRUCKS  0 0.00 0 0.00
PROPANE OFFICE  570 0.03 1,498 0.01
PROPERTY TAXES  0 0.00 23,576 0.12
RENT RR DOCK  0 0.00 0 0.00
R & M BAGHOUSE  0 0.00 9.213 0.05
R & M BUILDINGS  1.037 0.05 23,531 0.12
R & M FURNACES  47,029 2.32 242,374 1.24
R & M LAB EQUIP  0 0.00 10,954 0.0G
R & M MFG EQUIPMENT  7,284 0.36 44,388 0.23
R & M RR DOCK  0 0.00 0 0.00
R & M SCRAP PROCESSING EQUIP  0 0.00 69,141 0.35
R & M SECURITY EQUIP  0 0.00 0 0.00
R & M TRUCKS  747 0.04 47,609 0.24
R & M YARD EQUIP  2,248 0.11 115,859 0.59
SAFETY EQUIPMENT  1,497 0.07 1,686 0.01
SAFETY APPLIES  590 0.03 18,029 0.09
SECURITY EQUIPMENT  0 0.00 3,147 9.02
SHOP SUPPLIES  3,522 0.17 22,639 0.12
SMALL TOOLS  0 0.00 4,046 0.02
STRAPPING SUPPLIES  202 0.01 22,072 0.11
TAXES BOARD OF EQUALIZATION  321 0.02 38,965 0.20
TAXES IRS & FRANCHISE  0 0.00 1,600 0.01
WATER  0 0.00 3,635 0.02
WELDING SUPPLIES  1,080 0.05 17,200 0.09
WORKMENS COMPENSATION  14,873 0.73 171,143 0.87
OVERHEAD APPLIED  N  78,003 3.85 14,061 0.07
TOTAL OTHER COSTS  $409,103 20.19 $3,027,689 15.46
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Prepare a Balance Sheet 

Here is a list of accounts and balances for XYZ Company as of December 31, 2010: 
 

1. Cash $19,933
2. Machinery and equipment 356,429
3. Income taxes payable 1,845
4. Contract payable 558
5. Inventory 38,790
6. Automotive equipment 17,274
7. Prepaid expenses 10,500
8. Accounts payable 150,835
9. Common stock 20,000
10. Office furniture and equipment 7,396
11. Accounts receivable 625,728
12. Accrued liabilities 28,853
13. Other receivables 48,815
14. Retained earnings 839,223
15. Deposits 33,957
16. Due to stockholder 2,100
17. Accumulated depreciation 115,408

 

Prepare a balance sheet for XYZ Company for December 31, 2010. 
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Balance Sheet  
December 31, 2010 

CURRENT ASSETS  

 

 

 

 

 

Total current assets   

FIXED ASSETS (note 1)  

 

 

 

 

Accumulated depreciation   

OTHER ASSET  

 

 

 

LIABILITIES AND STOCKHOLDERS’ EQUITY  

CURRENT LIABILITIES  

 

 

 

 

 

Total current liabilities   

STOCKHOLDERS’ EQUITY  

  



Module 7 

Department of Resources Recycling and Recovery Page 7.137 CalRecycle 

 Work Assignment 3 

Prepare an Income Statement 

Here is a schedule of ABC Salvage, Inc. revenues and expenses for the year ended December 31, 2010: 
 

Freight out $279,210
Machinery rent - plant 184,171
Salaries 170,135
Repairs 142,689
Workers compensation 75,027
Trash removal 61,313
Office expense 38,882
Depreciation 37,405
Insurance 34,821
Rent - equipment 34,242
Accounting 26,715
Utilities 25,202
Tax and license 15,595
Miscellaneous 14,480
Payroll taxes 13,878
Advertising 7,940
Sales 1,299,103
Bank charges 6,480
Telephone 6,121
Other income 77,190
Outside consultants 4,360
Provisions for income taxes 8,638
Meals and entertainment 4,360
Selling expense 1,245

 
Prepare a statement of earnings for ABC Salvage. 



Module 7 

Department of Resources Recycling and Recovery Page 7.138 CalRecycle 

 



Module 7 

Department of Resources Recycling and Recovery Page 7.139 CalRecycle 

 Work Assignment 4 
Page 1 of 3 

Identify Financial Statement Terms  

1. Identify which of the following are not assets: 

a) Machinery and Equipment  
b) Inventory 
c) Revenue  
d) Cash 
e) Accounts Receivable 

2. Which of the following assets would not be depreciated? 

a) Buildings  
b) Land 
c) Equipment  
d) Furniture  
e) Trucks 

3. Cost-of-goods sold means: 

a) Beginning inventory minus ending inventory, but excluding purchases 
b) An entity’s original acquisition cost of inventory sold to customers during a given reporting period 
c) The sum of operating expenses  
d) Sales revenues less net income  
e) What the business spends on inventory during the period 

4. Of the following, which is the highest level of cost data? 

a) Internally prepared financial statements  
b) Federal and State tax returns 
c) Internally compiled financial statements 
d) Independently reviewed financial statements  
e) Actual invoices and checks for expenses 

5. Owner’s equity is not: 

a) Stockholder’s equity 
b) Residual interest in an organization’s assets after deducting liabilities  
c) Net worth 
d) What the company would be worth if it were sold 
e) Investment by the owner plus earnings from profitable operation of the business 

6. Which of the following is false about income statements? 

a) They are a report of all revenues and expenses pertaining to a specific time period  
b) They may also be called profit and loss statements 
c) They often are assembled monthly, quarterly, and annually 
d) Income statements should be regarded as useful approximations of annual income rather than as 

absolutely accurate determinations 
e) They recognize the impact of transactions when they are incurred 
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7. Which of the following is false about the balance sheet? 

a) They must always foot to the income statement 
b) They show the financial position of a business at a particular date 
c) They list all assets first, then liabilities and owner’s equity of the business 
d) Other names for the balance sheet include the Statement of Financial Position, and Statement of 

Financial Condition 
e) Liabilities are often divided into short-term and long-term categories  

8. Operating expenses of a business include all of the following, except: 

a) Employee salaries  
b) Payroll taxes 
c) Dividends  
d) Administration costs  
e) Rent 

9. A Statement of Cash Flows does not: 

a) List cash flows from operating, investing, and financing activities 
b) Report past cash flows as an aid to predict future cash flows, evaluate management’s generation and use of 

cash, determine a company’s ability to pay interest and dividends and to pay debts when they are due 
c) Explain the causes for the change in cash 
d) Report cash receipts and cash payments of an entity during a period  
e) Show the status of an entity at a day in time 

10. For most recyclers, which of the following is false? 

a) A large portion of sales revenues are received from the sale of scrap metals  
b) Cost of goods sold does not include any freight cost 
c) Cost of goods sold is primarily purchases of materials from customers  
d) Sales revenues include CRV redemption receipts 
e) Operating expenses are largely comprised of salaries, rent, and depreciation 
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True or False 

1. While the income statement summarizes the financial activities of a business across a given period 
of time, the balance sheet provides a summary of the financial condition of that firm at a given 
point in time. 

2. Generally, net Income is equal to Sales less Cost of Goods Sold less Operating Expenses. 

3. Assets are economic resources which are owned by a business and are expected to benefit future operations. 

4. The three forms of reports possible for a company’s financial statements are audited, reviewed, 
and compiled. 

5. Assets = Liabilities + Paid in Capital  

6. Rent, advertising, and utility expenses all appear on the balance sheet. 

7. Accounts payable are amounts which a company expects to collect from its customers for goods 
and services sold to them on credit. 

8. Other names for the Income Statement include the Statement of Revenues and Expenses, 
Statement of Earnings, Results of Operations. 

9. Dividends paid are expenses. 

10. Revenue, earnings, and profits are synonyms. 

11. In accrual accounting revenues and expenses are accompanied by an immediate cash receipt or disbursement. 

12. Revenues and expenses are actually components of the retained income portion of owner’s equity. 

13. The transactions of a personal entity should not be mingled with those of a business entity. 

14. Owner’s draws are expenses on the income statement. 

15. Income statements are always generated based upon a fiscal year. 
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Complete Financial Statement and Transaction Exercises 

1. An income statement is designed PRIMARILY to: 

a. help a company budget its monthly expenses. 
b. summarize a firm’s income and expenses for a given period. 
c. provide a comparison of assets and liabilities. 
d. sum up the net worth of a company at a given point in time. 

2. Operating expenses at a retail department store might include all but ONE of the following: 

a. Rent 
b. Cost of the items purchased for sale  
c. Employee salaries  
d. Advertising 

3. Joe’s Place, a restaurant, has NET SALES of $20,000 for the current period. Their GROSS profit is 
$15,000 and their NET INCOME is $7,500. Their OPERATING EXPENSES must therefore be: 

a. $5,000  
b. $7,500 
c. $12,500 
d. There is no way to determine this from the information given. 

4. How much did Joe’s Place (Question 3) PAY for the goods they sold to the public? In other words, what 
was the COST of those goods to Joe’s? 

a. $5,000  
b. $7,500  
c. 12,500 
d. There is no way to tell from the information given. 

5. Which of the following would tend to increase the PERCENT NET INCOME if no other changes 
occurred that affected the income statement? 

a. ALL of the following would tend to increase the PERCENT NET INCOME.  
b. An increase in returns 
c. A decrease in cost of goods sold 
d. An increase in expenses 

6. The BEST TERM to use in describing either cash or items that can quickly be converted to cash is: 

a. fixed assets 
b. current assets 
c. accounts payable 
d. owner’s equity 
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7. A MORTGAGE PAYABLE is an example of: 

a. a long-term liability 
b. owner’s equity 
c. a fixed asset 
d. a current liability 

8. Collins Publishing House recently paid $3,000 cash for a new word processing computer. This piece of 
equipment is an example of: 

a. a fixed asset 
b. a current asset 
c. a current liability 
d. a long-term liability 

9. FREIGHT is generally considered a part of: 

a. cost  
b. overhead  
c. gross sales  
d. net profit 

10. At Glass Unlimited, the value of the initial inventory on January 1 was $100,000. During the year, the 
company purchased $150,000 worth of glass products and had freight charges of $5,000. The value of 
the inventory on December 31 was $86,000. Therefore, the COST OF GOODS SOLD during this 
period was: 

a. $238,000  
b. $169,000  
c. $164,000  
d. $36,000 

11. On a balance sheet, ACCOUNTS RECEIVABLE would be classified as: 

a. current assets 
b. fixed assets 
c. current liabilities 
d. long-term liabilities 

12. The MAIN PURPOSE of a balance sheet is to show: 

a. the financial affairs of a business across a specified period of time. 
b. the ratio of total liability to owner’s equity. 
c. the financial condition of a business at one specific point in time.  
d. the worth of a business. 
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Module 8 
 Allowable Costs 

Objectives: 
 Define allowable and non-allowable costs 

 Explain how a site’s allowable costs are categorized and then summed 

Key Topics: 
 Understanding applicable regulations 

 What costs are allowed and not allowed? 

 Splitting and categorizing costs shown reported as a single line item on the financial statement 

 Using the automated cost survey model to input and sum costs by allowable category 

Curriculum Materials: 

Reading List/Handouts: 

1. Allowable cost regulations that define allowable costs 

2. Sample Cost Summary worksheet from the allowable cost survey model 

3. Cost Category Directory (examples of allowable and non-allowable costs) 

4. Splitting grouped costs 

5. Costs of goods sold 

Work Assignments: 

1. Determine total costs by category from company’s financial statements, enter cost data into  
automated cost survey model, and verify that output foots to original financial statement 

2. Identify non-allowable costs 

3. Identify allowable and non-allowable costs 

4. Split a line item cost into more than one category  

5. Categorize costs 
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Key Topics 

Understanding Applicable Regulations 

Current statutes require CalRecycle to determine the statewide weighted average cost per container type for 
each of 10 CRV materials (e.g., CRV aluminum, CRV glass, and CRV PETE plastic containers). To compute 
this cost, the law specifies that audited surveys of recyclers (excluding those that received a handling fee) be 
conducted to determine the cost of recycling. Subsequent regulations [CCR Title 14, Division 2, Chapter 5, 
Subchapter 12, Article 2, § 2960] indicate that the cost of recycling should be based on the average 
“allowable” costs per container type. 

What Costs are Allowed and Not Allowed? 

In general terms, for recycling centers, allowable costs include a site’s actual costs of receiving, handling, 
processing, storing, and transporting post-filled beverage containers [§ 2960]. Repair and maintenance and 
reasonable overhead expenses necessary to perform the above activities also are allowable [§ 2960]. For 
processors, allowable costs include actual costs of receiving, handling, processing, storing, and maintaining 
equipment, necessary for accepting, canceling and readying beverage containers prior to shipment to scrap 
purchasers [§ 2965]. For handling fee reycling centers, allowable costs are identified in § 2990 (emergency 
regulations). These HF allowable costs are similar to those for recycling centers. 

Regulations specify that costs shall include, but not be limited to, the following allowable costs:  

1) Labor 
2) General business overhead  
3) Transportation 
4) Rent 
5) Depreciation  
6) Property taxes  
7) Utilities 
8) Supplies  
9) Fuel  
10) Insurance  
11) Interest  
12) Maintenance  
13) Cost of bonding (processors only, not recycling centers) 
14) Disposal costs (processors only, not recycling centers). 

The scrap price paid to the consumer by the recycling center is not an allowable cost [§ 2960].  

Recycling centers are allowed costs in the first twelve categories. Processors are allowed these same costs, plus 
bonding costs, and, if previously approved by CalRecycle, disposal costs. Both recycler and processor costs are 
reduced by any administrative fee received from CalRecycle.  

For example, a site’s income statement might include a line item called “freight expense”. Because this cost is 
associated with transporting CRV material, it is categorized as a transportation cost (category number 3). 
Alternatively, legal and accounting fees are categorized as a general business overhead cost (category number 2). 
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In conducting cost surveys, all allowable line item costs from a site’s financial statements are categorized into 
one of the above 14 allowable cost categories, plus two added cost categories: 

15) Administrative Fee (paid by CalRecycle to the RC/PR to offset costs of compliance) 
16) Shipping/Handling (a non-allowable cost discussed below) 

Certain costs that a site may incur are not related to the operation of the business and are not allowed for 
purposes of determining costs of recycling. These nonallowable costs include: 

 Charitable contributions/donations 

 Lobbying 

 Penalties imposed by government/ business 

 Promotion items increasing the scrap value and other incentives (i.e., coupons) 

 Royalty expenses 

 Scrap value 

 Settlements 

 Brokering activities/commissions 

 Sales taxes. 

A handout is provided in this module to assist in recognizing and categorizing allowable costs from a site’s 
financial statements. The Cost Category Directory provides examples of costs for each of the 14 categories, as 
well as non-allowable costs (cost category “0” when coding costs in the cost model). This summary is 
compiled from actual allowable and non-allowable costs identified during previous costs surveys. 

In the automated cost survey model, non-allowable costs are not allocated to any CRV material, other material, 
nor other business. However, non-allowable costs are input into the model (as cost category “0”) so that total 
recycling costs will foot with total costs from the financial statements. 

A final cost category (“2a”) is for costs paid by the recycling center to a supermarket that provides space for 
the recycling center operations. This cost may exist for those sites receiving a “handling fee” from CalRecycle. 
During 2010, 1,093 supermarket sites received a handling fee. A random sample of these sites will be 
surveyed. However, do not record as “2a” cost. Instead, inquire about the cost, determine whether allowable, 
and categorize the cost. For example, categorize as “4” (Rent) if a rent cost. 

In summary, the automated cost model requires that every cost of a recycler and processor be recorded as one 
of the 14 categories shown below when inputting into the automated cost survey model (0, 1, 1a, 2, 3-12). 
For recycling centers, only categories “0” through “12” should be used, a total of 14 different cost categories. 
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Number Category 

0 Non Allowable 

1 Labor 

1B Labor Other 

2 GBO 

2a Supermarket Site Contract (no longer used) 

3 Transportation 

4 Rent  

5 Depreciation 

6 Property Taxes 

7 Utilities 

8 Supplies 

9 Fuel 

10 Insurance 

11 Interest 

12 Maintenance 

13 Bonding (PR cost only) 

14 Disposal (PR cost only) 

15 Administrative (PR cost only) 

16 Shipping/Handling (no longer used) 

Splitting and Categorizing Costs Shown Reported as a Single Line Item on the  
Financial Statements 

Some costs listed in a site’s financial statements may relate to more than one of the 14 allowable cost 
categories. For example, an insurance cost of $5,000 might include $3,000 of liability insurance (a category 
number 10 cost) and $2,000 of truck insurance (a category number 3 cost). 

To accurately categorize these costs, it is necessary to first identify whether a specific line item cost is related to 
more than one cost category. The primary technique to determine if a cost is grouped is asking site 
management to explain the cost found on the financial statement. For example, the survey team might ask, 
“Does this fuel expense include only fuel for yard vehicles, or does it also include fuel for vehicles used to 
transport the material to a buyer?” Similarly, an interviewer might ask, “Do wages shown on the income 
statement include benefits (e.g., workers’ compensation, payroll taxes, or general liability insurance) or are 
they only direct wages?” 

Once a grouped cost is identified, it is necessary to note and quantify how this cost is split between categories. 
A handout in this module, titled: Splitting Grouped Costs, provides examples of line item costs which are split 
into more than one category. In cases where an interviewee cannot identify or quantity how to split costs, it 
may be necessary to review with the interviewee the business’ check register, journal, supplier invoices, or 
other applicable accounting documentation. 
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Using the Automated Cost Survey Model to Input and Sum Costs by Allowable Category 

As discussed above, the survey team must input in the automated cost survey model each line item cost shown 
on a site’s financial statement and categorize it into one of the 14 allowable cost categories. As an example, 
assume a portion of the financial statement read: 

Operating expenses:  
Computer expense $3,000
Heat, light, and power 2,000
Freight out 4,000 
Water 1,000 
Laundry 2,000

Total $12,000

The above costs would be input by the user into the automated cost model as follows1: 

Amount Category
$3,000 2 

2,000 7 
4,000 3 
1,000 7 
2,000 2 

The model then automatically totals these allowable costs by each allowable cost category. In this example, the 
model would produce the following result: 

Category Description Total
2 General Business Overhead $5,000
3 Transportation 4,000
7 Utilities 3,000
 Total $12,000

All grouped costs must be first split into individual categories before key entering into the automated model. 
The user then would check that the sum of all line item costs input into the model ($12,000 in the example 
above) matches the total of costs shown on the financial statements. 

                                                      
1 The user would not have to enter the dollar signs or commas. 
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Schedule 

Estimated module time: 4.4 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Review objectives and applicable regulations Lecture 45 

2. Complete preliminary reading Self-Study 15 

3. Do work assignment #1 - Determine total costs by category from a 
company’s financial statements 

Work Assignment 20 

4. Do work assignment #2 - Identify non-allowable costs Work Assignment 10 

5. Discuss results and answer questions Q & A 10 

6. Do work assignment #3 – Identify allowable and non-allowable costs Work Assignment 15 

7. Discuss results and answer questions Q & A 10 

8. Do work assignment #4 – Split a line item cost into more than one category Work Assignment 10 

9. Complete work assignment #5 – Categorize costs Self-Study 120 

 Totals 265 
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Readings and Handouts 

1. Allowable cost regulations that define allowable costs 

2. The Cost Summary worksheet from the allowable cost survey model 

3. Cost Category Directory (examples of allowable and non-allowable costs) 

4. Splitting grouped costs 

5. Cost of goods sold 
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Handout 1 
Page 1 of 2 

§2960. Allowable Costs for Recycling Centers.  
(a) Prior to January 1, 2004, and every second year thereafter, the Division shall survey a statistical sample of 
recycling centers to determine statewide average allowable costs per container type.  

(b) Allowable costs for calculation of the processing fee and processing payment shall include the actual costs 
of receiving, handling, processing, and storing and transporting postfilled beverage containers. Allowable costs 
also include maintaining equipment necessary for the above activities. More specifically these costs shall 
include, but not be limited to:  

(1) labor,  

(2) property taxes,  

(3) depreciation,  

(4) utilities,  

(5) supplies,  

(6) fuel,  

(7) insurance,  

(8) interest,  

(9) general business overhead exclusive of administrative costs,  

(10) facilities and equipment rent or lease,  

(11) maintenance,  

(12) transportation,  

(13) disposal costs.  

(c) The scrap price paid to the consumer by the recycling center shall not be included in allowable costs.  

NOTE 
Authority cited: Section 14530.5(b), Public Resources Code. Reference: Sections 14518.5, 14526, 14573.5 and 
14575(a), (b), (c) and (k), Public Resources Code.  

Emergency Regulations 
§2990. Allowable Costs for Handling Fee Recycling Centers.  
(a) On or before January 1, 2008, and every second year thereafter, the Division shall survey a statistical sample of 
recycling centers receiving handling fees to determine the average allowable costs per empty beverage container redeemed. 

(b) Allowable costs for calculation of the handling fee shall include the actual costs of receiving, handling, 
processing, and storing and transporting postfilled beverage containers. Allowable costs also include maintaining 
equipment necessary for the above activities. More specifically these costs shall include, but not be limited to: 

(1) labor, 

(2) property taxes, 

(3) depreciation, 

(4) utilities, 

(5) supplies, 

(6) fuel, 

(7) insurance, 

(8) interest, 
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Handout 1 
Page 2 of 2 

(9) general business overhead exclusive of administrative costs, 

(10) facilities and equipment rent or lease, 

(11) maintenance, 

(12) transportation, 

(13) disposal costs. 

(c) The scrap price paid to the consumer by the recycling center shall not be included in allowable costs. 

Authority: Section 14530.5(b) and 14536(b), Public Resources Code. Reference: Sections 14513.4, 14526.6, 
14581, and 14585, Public Resources Code. 

§2965. Allowable Costs for Processors.  
(a) Allowable costs for calculation of the processing fee shall include the actual costs of receiving, handling, 
processing, storing, and maintaining equipment, necessary for accepting, canceling, and readying postfilled 
beverage containers prior to shipment to scrap purchasers. More specifically, these costs shall include, but not 
be limited to:  

(1) labor,  

(2) property taxes,  

(3) depreciation,  

(4) utilities,  

(5) supplies,  

(6) fuel,  

(7) insurance,  

(8) interest,  

(9) general business overhead exclusive of administrative costs,  

(10) facilities and equipment rent or lease,  

(11) maintenance,  

(12) disposal costs pursuant to (c) below,  

(13) transportation.  

(b) The scrap price paid to recycling centers by processors shall not be included in allowable costs.  

(c) The Division shall calculate a statewide average disposal cost per container for each beverage container 
type if the scrap value of a container type is negative as determined in section 2955(c) of these regulations.  

(1) When 200% of the disposal cost is less than the absolute value of scrap value pursuant to section 2955 of 
these regulations, the Division shall use disposal cost, not scrap value, in the calculation of processing fees and 
processing payments.  

(2) When 200% of the disposal cost is greater than or equal to the absolute value of scrap value pursuant to 
section 2955 of these regulations, the Division shall use only scrap value in the calculation of processing fees 
and processing payments.  

(3) If the scrap price is zero, the Division shall use disposal cost, not scrap value in the calculation of 
processing fees and processing payments.  

NOTE  
Authority cited: Section 14530.5(b), Public Resources Code. Reference: Sections 14501(d) and (h), 14518.5, 
14526, 14573.5 and 14575(a), (b), (c) and (k), Public Resources Code.  
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Handout 2 

Cost Summary Sheet 
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 Handout 3 
Page 1 of 2 

Cost Category Directory 
ALLOWABLE: 

Recycler and Processor: 
1 Direct Labor 

Contract (or outside) labor 
Direct labor 
Officer’s salary 
Overtime 
Safety incentive program  
Temporary service (contract, office, site) 
Vacation/holidays (paid) 
Wages (administration, field supervisors, site, truck drivers) 

lb Other Labor/Overhead 
Accrued vacation and holidays 
Employee benefits (pension, profit sharing, union) 
Employee welfare 
Group insurance 
Insurance (dental, health, legal, vision, life) 
Payroll taxes 
Retirement 
Unemployment tax 
Union benefits 
Workers compensation insurance 

2 General Business Overhead  
Accounting/administrative/legal fees 
Advertising/promotion  
Automobile (fuel, payments)  
Auto fuel 
Automobile 
Bad debt accrual  
Bank charges  
Business meals 
Cash short 
City franchise tax 
Computer expense  
Consulting fees 
Courier/postage  
Credit card fees 
Demurrage (a charge for detaining a ship, freight car, or 
truck)  
Dues/subscriptions 
Entertainment/meetings/meals 
Laundry 
Legal services 
Miscellaneous  
Office expense 
Payroll processing fees 
Pension administrative fees 
Physical exam 
Printing 
Reproduction (faxes, printing, Xerox) 
Safety awards 
Security (alarms, dogs) 
Service (exterminator, janitorial, lab analysis, laundry) 
Site mileage – auto 
Taxes/licenses/permits (business)  
Telephone/fax 
Training/recruiting expenses 
Travel/relocation expenses 
Voucher redemption fees 
 
 
 

3 Transportation  
Auto/Truck expense 
Auto/Truck fuel 
Freight In-recycler & processor  
Freight Out (excluding scrap value deduction) 
Fuel  
Gas, oil, and tires 
Hauling 
Insurance (auto, truck)  
Permits/license/taxes (auto, truck)  
Road expense (truck driver)  
Service (outside maintenance)  
Tolls 
Truck (maintenance/repair, outside service)  
Weight fees 

4 Rent 
Building  
Equipment  
Facilities  
Trucks 

5 Depreciation 
Amortization 
Depreciation expense 

6 Property Taxes 
Building property tax 
Taxes - unsecured property 

7 Utilities 
Gas 
Electricity 
Refuse collection 
Sewer 
Water 

8 Supplies 
Parts 
Printing and stationary 
Office 
Safety equipment 
Shop Supplies 
Site 
Small equipment  
Small tools 
Uniforms 
Yard Supplies 

9 Fuel 
Gas and Oil 
Gasses 
Propane 
Yard fuel 

10 Insurance 
Business 
Fire 
Liability 

11 Interest  
 Interest 
12 Maintenance  

Equipment  
Painting 
Radio maintenance 
Repairs 
Repairs and Maintenance 
Scale expense – repairs 

Processor Only: 
13 Security  
14 Disposal  

Landfill fee (beverage container material)  
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Handout 3 
Page 2 of 2 

Cost Category Directory 
NONALLOWABLE: 

1. Brokering activities/commissions  

2. Charitable contributions/donations  

3. Corporate overhead allocation  
(officer’s salary and administration)  

4. Exclusivity payments (or administration fee) –  
(supermarket contract) 

5. Litigation  

6. Lobbying 

7. Penalties (imposed by government/business)  

8. Promotion items increasing scrap value, and other incentives  

9. Royalty expense 

10. Scrap value deduction 

11. Scrap value paid to the consumer 

12. Settlements 

13. Shipping/handling (incurred by processors for s/h beverage 
containers to the end user - these are deducted from site’s 
total allowable costs)  

14. Shrink (also called shrinkage, moisture short, inventory 
change – refers to difference in CRV payments recycler makes 
to customer, and processor makes to recycler)  

15. Taxes (income, sales) 
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Handout 4 

Splitting Grouped Costs 

1) Small Recycling Co. had a fuel expense of $3,276. The survey team inquired how this fuel was used. The 
owner estimated that 66 percent of the expense was for a company automobile and the remaining 34 
percent was used for yard equipment. The survey team computed an auto expense of $2,162 (a category 
number 2 cost) and the yard fuel expense of $1,114 (a category number 9 cost). 

2) A $39,948 tax and license expense is shown on Pollard Recycling Corporation’s schedule of operating 
expenses. After a discussion with the controller, the survey team determined that this expense consisted of 
two components: licenses (a category number 10 cost), and property tax (a category number 6 cost). The 
controller was able to obtain additional information from company journals and invoices to split the tax 
and license expense into $23,708 in licenses and $16,240 in property taxes. 

3) CWEB Salvage indicated they paid a $140,185 head office charge to their parent, KJAM Company. 
Because survey team did not understand the components of this cost she asked the general manager to 
explain this cost. The general manager indicated that the head office charge consisted of rent and 
overhead. Rent was paid by KJAM and charged back to CWEB for the amount of actual rent incurred by 
CWEB. During 2008, this cost was $64,800 (property rent is a category number 4 cost). The remaining 
$75,385 of general business overhead included accounting fees, utilities, water, phone, postage, and 
miscellaneous office expenses (category number 2 cost). 

4) A P&L statement for Bibby Waste Disposal Company listed an insurance cost of $26,455. During the 
interview with the owner, he could not detail this cost, but knew there were several components. The 
interviewee was able to review Bibby’s check stubs for the calendar year and determined the cost consisted 
of $7,778 in truck insurance (a category number 3 cost), $9,849 of worker’s compensation (a category 
number 1 cost), and $8,828 of business insurance (category number 10 cost). 

5) At Aluminum Company, an income statement line item for taxes expense of $4,697 included $162 of 
property tax (a category number 6 cost) and $4,535 in payroll tax (a category number 1 cost). 
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Handout 5 

Cost of Goods Sold 

 

Direct Material Direct Labor O.H. 

 Beginning Inventory 
+ Purchases 
- Ending Inventory 

 Direct Material Consumed 

Direct Yard Labor - Rent 
- Depreciation 
- Corp Allocation 
- Insurance 
- Maintenance 
- Transportation 

“COGS” 

Need to inquire about COGS because may include allowable costs 
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Work Assignments 

1. Determine total costs by category from a company’s financial statements, enter cost data into  
automated cost survey model, and verify that output foots to original financial statement 

2. Identify non-allowable costs 

3. Identify allowable and non-allowable costs 

4. Split a line item cost into more than one category 

5. Categorize costs 
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Page 1 of 2 

Determine Total Costs by Category from a Company’s Financial Statements,  
Enter Cost Data into Automated Cost Survey Model, and  
Verify that Output Foots to Original Financial Statement 

For Area Towing & Recycling, identify the category of each cost and, using the cost model, prepare a summary 
of costs by each of the 15 recycler cost categories. Included is a consolidated income statement for Area Towing 
& Recycling. You may assume that you can ask site management about any of the expense items shown to 
clarify its purpose in order to properly record in the cost model. For example, are “Partner’s Salaries” draws? Are 
“outside Services” for yard labor? Do “Taxes and Licenses” include sales taxes? Verify also that the total cost in 
the model agrees with costs from the income statement. 

When you have completed the entry of costs into the model, identify for the group your total for the following 
cost categories: 

 1. Labor 

 1b. Other labor 

 2. General Business overhead 
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 Work Assignment 1 
Page 2 of 2 

AREA TOWING & RECYCLING 
INCOME STATEMENT 

CONSOLIDATED STATEMENT 
PERIOD ENDING: DECEMBER 31, 2010 

Income  
Income - towing $ 71,606 
Income - recycling 358,939 
Sales - batteries 1,463 
Soft drinks 545 
Junk cars 12,570 
Building rental 5,856 

Total income 450,980 

Cost of sales  

Cost of sales 246,387 
Wages 60,168 
Payroll taxes 5,588 

Total cost of sales 312,143 

Gross profit 138,837 

Expenses  
Partners salaries 25,510 
Advertising & promotion 11,318 
Alarm service 399 
Answering service 1,416 
Bank service charges 936 
Bank merchant charge 507 
Depreciation 9,159 
Dues & subscriptions 89 
Equipment rental 9,390 
Insurance 14,822 
Insurance - workers comp 431 
Interest 4,003 
Laundry 936 
Legal & accounting 3,514 
Office expense 2,598 
Outside services 4,835 
Rent 27,936 
Repairs & maintenance 4,510 
Shop supplies 2,986 
Taxes & licenses 2,638 
Telephone 13,480 
Truck expense 9,144 
Utilities 3,504 

Total expenses 154,061 

Operating income (loss) (15,222) 
Other income  

Interest income 290 
Total other income 290 

Other expenses  
Penalties 31 

Total other expenses 31 

Net income (loss) (14,963) 
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Work Assignment 2 

Identify Non-Allowable Costs 

For each of the following problems, determine which expense is non-allowable: 

1. a) Consulting  
b) Legal 
c) Accounting  
d) Legal settlement 
e) Entertainment 

2. a) Temporary labor 
b) Outside services 
c) Corporate allocation of officer’s salary 
d) Overtime labor 
e) Fringe benefits 

3. a) Charitable contributions 
b) Dues 
c) Subscriptions 
d) Meals 
e) Travel 

4. a) Interest expense  
b) Payroll taxes 
c) Property tax expense  
d) State income tax  
e) Vehicle tax 

5. a) Dumping fees 
b) License fees 
c) Refuse expense 
d) Hauling 
e) Scrap value 

6. a) Trucking 
b) Processor freight out to end-user 
c) Freight in 
d) Postage  
e) Transportation 

7. a) Supplies expense 
b) Equipment rent expense  
c) Automobile expense  
d) Cost of sales  
e) Depreciation 

8. a) Brokering commissions  
b) Security 
c) Profit sharing payments 
d) Amortization 
e) Transportation fuel 

9. a) Group insurance 
b) Beginning inventory 
c) Workers compensation 
d) Printing 
e) Paint 

10. a) Government fines 
b) Public relations 
c) Conferences 
d) Advertising 
e) Plant lease
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 Work Assignment 3 

Identify Allowable and Non-Allowable Costs 

Categorize all of the allowable costs, and identify all non-allowable costs. If further inquiry is needed to 
determine whether cost is allowable, indicate so next to the cost. 

Description Allowable? Cost Category Number 

1. Automobile cost - company car ________________________________________________________   

2. Recycling expense __________________________________________________________________   

3. Scrap purchases ____________________________________________________________________  

4. Incentive fee to grocer to operate site ____________________________________________________  

5. Shop supplies ______________________________________________________________________  

6. Trash removal _____________________________________________________________________  

7. Corporate assessment ________________________________________________________________   

8. Incentive payment to grocer to operate site _______________________________________________  

9. Franchise Tax Board collection ________________________________________________________  

10. Cost of goods sold __________________________________________________________________  

11. Rental – uniform ___________________________________________________________________  

12. Rental – land ______________________________________________________________________  

13. Voucher service fee to grocer to cash voucher ______________________________________________  

14. Fuel – truck _______________________________________________________________________  

15. Inventory change – aluminum _________________________________________________________  

16. Travel expenses ____________________________________________________________________  

17. Group insurance ___________________________________________________________________  

18. Scales fees ________________________________________________________________________  

19. Repair and maintenance _____________________________________________________________  

20. Fire/liability insurance _______________________________________________________________  

21. Charitable contributions _____________________________________________________________   

22. Shrink ___________________________________________________________________________  

23. Penalties __________________________________________________________________________  

24. Commissions for brokering activities ____________________________________________________  

25. Equipment repair parts ______________________________________________________________  

26. Profit sharing ______________________________________________________________________  

27. Property tax _______________________________________________________________________   

28. Amortization ______________________________________________________________________   

29. Litigation _________________________________________________________________________  

30. Liability insurance __________________________________________________________________  

31. Interest expense ____________________________________________________________________   

32. Training __________________________________________________________________________  
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Work Assignment 4 

Split a Line Item Cost into More Than One Category 

Role Play Exercise  
(work in teams of two: an interviewer and an owner) 

Interview the owner, Mr. Geoff Petrie, concerning the costs identified below. 

Requirements: 1) Determine which costs need to be split 
2) Quantify the split costs 
3) Provide adequate notation 

 

Description Cost 

1. Fuel, fuel tax, and lubricants $435,011

2. Insurance $811,280

3. Depreciation $174,401

4. Income tax $15,838

5. Labor $550,000
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Work Assignment 5  
Page 1 of 12 

Categorize Costs  

For the following ten companies, categorize costs into the 14 cost categories. For all of the companies shown, 
you may use the automated model. 

1. Southland Recycling  

2. Westside Recycling  

3. CRV Recycling, Inc.  

4. Christie Fibers, Inc.  

5. Lotus Metals, Inc. 

6. Pacific Metals Recycling Co., Inc.  

7. Northern Corporation 

8. Excel Salvage Company  

9. Upland Metal Company  

10. Westown Salvage Corporation 
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Work Assignment 5  
Page 2 of 12 

Southland Recycling  
As of December 31, 2010 

Expenses  
Advertising $ 4,300
Accounting and legal 29,400
Depreciation 53,000
Yard fuel 11,000
Transportation 81,800
Equipment rental 21,100
Insurance 84,600
Licenses 11,700
Miscellaneous 18,400
Labor 267,400
Interest 41,000
Office 22,300
Repairs 161,400
Sub-haul 37,200
Supplies 6,200
Utilities and telephone 42,300
Payroll taxes 21,392
Taxes and fees 31,808
Rent 54,000

Total expenses $1,000,300
 

Westside Recycling 
Year Ended December 31, 2010 

Expenses  
Scrap purchase $395,641
Hauling 4,740
Payroll & taxes 51,051
Property - loan interest 17,400
Property - loan principal 8,160
Yard fuel 1,200
Truck fuel 897
Maintenance & repair 1,619
License and permits 658
Supplies & stationary 2,973
Advertisement 3,646
Phone 3,593
Utilities 1,406
Insurance - payroll & liability 14,270
Autos 965
Bank charges 1,295
Property tax 2,400
Travel & entertainment 600
Accounting fees 495
Aluminum hauling 11,052
Trailer rental 840

Total $524,901
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Page 3 of 12 

CRV Recycling, Inc.  
Notes to Financial Statements  

For the Year Ended June 30, 2010 
(Unaudited) 

Administrative Expenses 

Advertising $6,076
Alarm service 1,202
Amortization 57
Auto expense 19,665
Bad debts 78
Bank charges 619
Cash over/short 425
Contributions 39
Depreciation 33,476
Equipment rental 6,801
Fuel 23,194
Insurance 33,221
Interest 41,845
Joint venture expense 3,736
Laundry 4,110
Legal and accounting 15,112
Miscellaneous 876
Office expense 4,261
Outside services 9,937
Payroll taxes 19,594
Penalties 1,924
Promotion 93
Property taxes 2,192
Rent 49,241
Repairs and maintenance 13,942
Supplies 13,613
Taxes and licenses 2,032
Telephone 12,389
Utilities 5,950
Wages 167,719
Workman’s compensation 25,430

Total administrative expenses $518,849
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Page 4 of 12 

Christie Fibers, Inc.  
Schedule of Operating Expenses  

For the 12 Months Ended December 31, 2010 

Fuel $21,450
Repairs & maintenance 187,898
Supplies - shop 84,488
Trash removal 24,111
Depreciation 166,632
Insurance - plant 3,264
Insurance - auto 4,829
Insurance - trucks 74,977
Insurance - officers’ life 9,244
Insurance - fire 3,282
Tax & license 39,190
Rent expense - plant 253,132
Rent expense - equipment 2,791
Utilities 35,875
Office salaries & wages 830,413
Security 41,660
Office expense 47,756
Office supplies 24,024
Postage 1,571
Petty cash over ( short) 4,430
Consulting 75,157
Accounting 37,207
Legal and professional 115,284
Outside services 297,230
Donations 1,258
Bank charges 15,184
Commissions 8,580
Automobile expense 42,569
Telephone 31,046
Uniforms 2,556
Dues & Subscriptions 1,612
Stationery & printing 23,345
Advertising 21,655
Entertainment & promotion 15,179
Payroll taxes 67,752
Workers compensation 85,945
Group insurance 101,556
Insurance - general 23,024
Miscellaneous 30,818

Total operating expenses $2,857,974
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 Work Assignment 5 
Page 7 of 12 

Pacific Metals Recycling Co., Inc.  
Schedule of Selling and Administrative Expense  

Year Ended December 31, 2010 
(Compiled) 

Advertising $6,550
Bank Charges 4,469
Commissions 2,433
Contributions 780
Depreciation - office equipment 1,435
Delivery 3,989
Dues and subscriptions 1,126
Entertainment and promotion 33,702
Gifts for employees 4,226
Management fees 60,750
Miscellaneous 1,218
Office salaries 57,961
Officer’s salary 10,500
Office supplies 28,379
Professional fees 51,895
Taxes and licenses 32,588
Telephone 8,206
Travel 4,746
Year end and periodic bonuses 56,013

Total selling and administrative expenses $370,966
 

Schedule of Operating Expense 
Year Ended December 31, 2010 

(Compiled) 
Yard Salaries $361,717
Payroll taxes 43,869
Employee welfare 83,396
 488,982

 

Depreciation - machinery and equipment 59,758
Depreciation - auto and truck 10,411
Rent 176,880
Repairs and maintenance 45,144
Plant supplies 92,023
Insurance 22,573
Auto and truck expense 42,925
Utilities 11,380
Hauling 23,526

Total operating expenses $973,602
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Work Assignment 5 
Page 8 of 12 

Northern Corporation 
Schedule of Operating Expenses  

For the Period Ended December 31, 2010 

 
3 months ended 

12/31/10
 12 months ended 

12/31/10 
Operating Expenses 

Accounting $3,165 $5,620
Advertising 109 1,326
Auto and truck expense 10,599 27,953
Bank charges 0 16
Depreciation 11,929 47,716
Donations 250 1,744
Dues and subscriptions 155 748
Dump fees 42 110
Entertainment 117 467
Equipment rental 0 232
Freight 2,140 13,950
Health and life insurance 0 1,761
Insurance (primarily business) 10,046 31,618
Interest 5,140 38,666
Laundry 121 241
Legal 936 5,018
Licenses and fees 3,063 8,724
Office expense 476 1,765
Payroll processing fees 277 1,193
Postage 42 76
Propane 0 469
Rent 2,400 4,800
Repairs and maintenance 4,426 11,794
Salaries and wages 20,583 96,624
Safety equipment 0 199
Scale expense - repairs 0 983
Shop supplies 1,524 4,962
Small tools 687 1,953
Taxes - payroll 1,200 8,590
Taxes - other 2,259 4,417
Telephone 1,422 3,796
Travel 245 4,301
Uniform expense 42 424
Utilities 2,962 9,293

Total operating expense $86,357 $341,549

 



Module 8 

Department of Resources Recycling and Recovery Page 8.36 CalRecycle 

 

Work Assignment 5
Page 9 of 12 



Module 8 
 

Department of Resources Recycling and Recovery Page 8.37 CalRecycle 

 

Work Assignment 5
Page 10 of 12 



Module 8 

Department of Resources Recycling and Recovery Page 8.38 CalRecycle 

 Work Assignment 5 
Page 11 of 12 

Upland Metal Company  
Income Statement  

For the 4th Quarter Ended December 31, 2010 

Sales 
Sales - papers $1,234,926
Sales - aluminum cans 518,138
Sales - glass 825,647
Sales - plastic 58,378

Total sales 2,637,089
 
Cost of sales 

Purchase 1,787,350
Ocean freight 40,460
Trucking charges 61,880
Inventory change (220,580)
Labor 226,501
Yard fuel 2,400
Supplies 76,946
Utilities 27,789

Total cost of sales 2,002,746
Gross Profits 634,343

 
Selling and G&A expense

Amortization 2,522
Bank charges 7,329
Interest 56,476
Commissions 2,534
Depreciation 39,356
Auto insurance 6,253
Business insurance 15,832
Workers compensation 47,301
Business promotion 12,709
Legal & professional 9,944
Office supplies 11,381
Taxes & licenses 2,867
License & permit 892
Property tax 3,067
Wages 77,313
Rent 189,094
Payroll taxes 30,300
Telephone 10,443
Entertainment 13,143
Equipment rental 71,687
Uniform rental 905
Miscellaneous expense 100

Total selling and G&A $611,448
 

Income (loss) from operations 22,895
Other income 
Total other income 0
 
Other expenses 
Total other expenses 0
Income (loss) before taxes 22,895
 
Net income (loss) $22,895
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Work Assignment 5 
Page 12 of 12 

Westown Salvage Corporation  
Summary of Expenses 

 10/09-9/10 10/09-12/09 10/10-12/10 1/10-12/10
Direct labor   

Total salaries & wages $ 328,549 $ 65,205 $ 74,292 $337,636
Total fringe benefits 98,360 17,824 25,263 105,799

 
Direct expenses 

Equipment rental & lease 48,238 12,624 16,123 51,737
Fuel (all yard) 2,352 0 996 3,348
Operating supplies 67,517 15,658 3,182 55,041
Outside labor 270 80 0 190
Subcontract labor 57,308 15,859 16,590 58,039

 
Indirect expenses 

Salaries & wages 620 0 0 620
 
Other indirect 

Depreciation 7,525 1,913 1,427 7,039
Fuel (all yard) 9,775 2,956 314 7,133
Operating supplies 11,523 1,078 2,624 13,069
Taxes & licenses 735 0 106 841
Uniforms 2,527 750 349 2,126
Repairs & maintenance 113,122 23,623 18,200 107,699
 

Inter-company costs 
Mainstream labor/overhead 70 0 0 70

 
G&A 

Advertising 739 0 1,163 1,902
Salaries & wages 89,621 19,560 29,721 99,782
Fringe benefits 9,527 2,126 3,799 11,200
Auto 8,718 2,646 2,875 8,947
Business - 
promo 2,029 120 1,000 2,909

Insurance - liability 10,274 2,087 2,907 11,094
Interest expense 1,036 1,036 0 0
Miscellaneous expense 5,820 2,263 2,987 6,544
Office equipment - rents 1,068 44 373 1,397
Office supplies 1,510 317 693 1,886
Physical 1,220 430 420 1,210
exam 
Postage 2,490 609 895 2,776
Rent 132,000 33,000 33,000 132,000
Security 3,314 676 233 2,871
Telephone 19,796 3,475 4,865 21,186
Utilities 16,779 3,086 3,604 17,297

 
Corp O/H allocation 24,000 6,000 6,000 24,000
 
Freight 244,208 (68,974) 34,451 347,633
 

Total $1,445,021
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Module 9 
Direct and Indirect Costs 

Objective: 
 Explain what direct costs and indirect costs are 

Key Topics: 
 Identifying direct costs through the interview process  

 Allocating a site’s remaining indirect costs  

 Classifying direct and indirect costs: 

 Direct beverage container costs:  
- Aluminum 
- Bi-metal 
- Glass 
- Plastic (PET, resin #1) 
- Plastic (HDPE, resin #2) 
- Plastic resins #3 – #7 

 Other material (e.g., newspaper) and other business (e.g., towing) direct costs 

 Beverage container indirect (BCI) costs 

 Site’s all materials indirect (AMI) costs 

 All locations AMI costs 

 Determining direct costs of a site 

 Direct costing guidelines 

 Treating direct costs at dual (or multiple) sites 

 Allocating costs with automated cost survey model 

 Identifying property, plant, and equipment purchases made in calendar year 

Curriculum Materials:  

Reading List/Handouts:  

1. California Code of Regulations  

2. Allocation of costs to CRV materials and determination of combined CRV costs 

3. Sample Recycler Direct Costs sheet – automated cost survey model 

4. All locations AMI and recycler AMI costs 

5. Flow of data and results – Labor allocation model and indirect cost allocation sub-models 
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Work Assignments: 

1. Complete a confidential allowable cost summary 

2. Use automated cost survey model to input a site’s direct and indirect costs 

3. Conduct role playing assignments 

4. Complete direct and indirect cost summary cost identification exercise 

5. Complete cost allocation and input exercises 
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Key Topics 

Identifying Direct Costs Through the Interview Process 

After categorizing allowable costs from a company’s financial statements, the automated cost survey model totals 
these costs into each of the allowable cost categories. The next step for the survey team is to identify which of 
the non-labor allowable costs can be directly allocated to each beverage container material or to other materials 
and businesses. To identify direct costs, the survey team must review each line item cost with site management 
to determine whether the allowable cost is directly related to a material type or other business. Where possible, 
costs should be directly identified as costs of CRV aluminum, CRV bi-metal, CRV glass, CRV plastic resins #1 
through #7, or other materials/other business (including processor direct costs). 

For example: 

 First example: The site manager tells the survey team that the site’s entire $5,000 maintenance cost was 
only for repair of an aluminum can crusher, and thus a direct aluminum cost. The survey team should 
allocate the $5,000 maintenance cost to aluminum.  

 Second example: The site owner tells the survey team that he used his Ferret baler during the last 
calendar year only to bale aluminum and PETE containers. The site owner says that he generates about 
15 bales per month of aluminum and 5 bales per month of PETE from the baler. The site owner does 
not have documentation on how he developed his estimates. The site team should not use the site 
owner’s allocation estimates. Rather, the site team should use the cost model’s BCI percentages, 
adjusted for just aluminum and PETE, to allocate the entire baler’s cost to just aluminum and PETE. 

Costs are considered “indirect” and will be allocated based on the site’s labor hours. You should not take 
management’s estimates of how a cost should be allocated unless management provides direct evidence that 
the cost is clearly for a specific activity. 

Another important direct cost is any cost that is clearly for non-CRV materials or for operations of other 
businesses. For example, the cost of a paper baler can be directly allocated to other materials. Also, the cost of 
an on-site truck service can be directly allocated to other business. A goal of each site visit is to identify all 
direct costs and allocate these costs directly to a CRV material type or to other materials/business. 

Allocating a Site’s Remaining Indirect Costs 

Allowable costs not directly attributable to one material or to another business are considered indirect costs. 
These “indirect costs” are allocated to each container type on a proportional basis, based upon the site’s total 
labor hours determined for the specific material. A majority of a site’s costs are typically indirect, and thus are 
allocated by labor hours. The automated cost survey model allocates these indirect costs using the percentage 
of direct labor hours as determined during the labor allocation interviews (see Module 12). 

Classifying Direct and Indirect Costs 

A cost must be classified as one of the following types of costs: 

1) Direct costs – costs which can be attributed to just one CRV material or to another business. Examples 
include costs of: (1) a baler used exclusively to bale newspaper would be directly allocated to other 
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materials, (2) an aluminum can crusher would be directly allocated to CRV aluminum, and (3) a truck 
used exclusively for curbside collection (allocated directly to other business). 

2) Beverage Container Indirect (BCI) – costs attributable to more than one of the three CRV beverage 
container types, but which can not be directly allocated to a specific beverage container type. BCI costs 
do not include other materials or other business costs. Examples of items whose costs are BCI include: (1) 
a scale used to weigh only CRV aluminum, glass, and plastic material, and (2) a computer used only to 
calculate DR-6s and DR-7s (Department of Conservation forms used by businesses to report CRV 
volumes). These BCI costs then are allocated using labor hours for just the three CRV materials. For 
example, BCI costs are allocated to aluminum based on the ratio of aluminum labor hours to total CRV 
beverage container hours for that site. 

3) All materials indirect (AMI) – costs of the site determined to be attributable to both redeemable 
beverage containers and non-beverage container materials or other business. Most costs of a site are AMI 
costs, including rent for offices and buildings, general administrative costs, and indirect labor costs. 

If the site being surveyed is a dual certified site (a recycler and processor) or is one of several sites owned by 
the same company, there can be two types of AMI costs. The first type are those AMI costs which are for just 
the site being surveyed, but not for any other site. For example, at a dual site, the cost of the recycler’s weigh 
scale may be indirect, but just for the recycler at the site, not for the on-site processor. Like direct costs and 
BCI costs, AMI costs must be identified separately during the interview. The second type of AMI cost is an 
“all locations” AMI cost. This is an indirect cost which cannot be attributable to either the site being surveyed 
or to the other sites. These costs are automatically determined in the automated model by subtracting direct 
costs, BCI costs, and AMI costs from a site’s total costs to obtain all locations AMI cost. 

The two distinctions for AMI costs (AMI, all locations AMI) are made because the basis for allocating each to 
CRV material is different: 

 AMI costs are allocated to CRV materials using labor hours for CRV and non-CRV materials. For 
example, AMI costs are allocated to aluminum based on the ratio of aluminum labor hours to total 
labor hours of that site. If the site handled only CRV materials, then this ratio would be identical to the 
BCI ratio. 

 All locations AMI costs are first allocated between sites using labor hours for all sites. Next, the all 
locations AMI costs which have been allocated to a site are added to its AMI costs and then allocated to 
CRV materials. 

Determining Direct Costs of a Site 

When conducting on-site interviews, the interviewer should make efforts to determine which allowable costs 
can be directly allocated. If a direct cost is not identified, the costs per ton by CRV material may be 
misrepresented. An overlooked direct cost must instead be treated as an indirect cost and, therefore, allocated 
to all materials. The result is that the cost of the material with the direct cost is underestimated, while costs of 
all other materials are overestimated. 

As long as it is a material cost and there is direct evidence that a cost can be directly allocated, it should be done. 
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Direct Costing Guidelines 

When assessing whether a cost can be directly allocated to a CRV material, all CRV materials, or to other 
business activities, the following is a general hierarchy in recording a cost in the cost model: 

 1. Physical observation provides clear evidence that depreciation associated with fixed assets on site is 
directly attributable to handling CRV materials, non-CRV materials or, alternatively, to other 
businesses. In this case, the depreciation can be recorded as a direct cost.  

 2. Inquiry of informed management (level of management responsible for interpretation of the results of 
operations) concerning a site expense for which each of the following criteria are met:  

 The cost exceeds the applicable quality control range, and;  

 The cost in question is significant in relation to the operations of the site in total, and;  

 Management is able to convey with certainty and specificity, their representations concerning the 
allocation of costs to CRV activities, non-CRV activities or other businesses.  

In this case, the cost can be recorded as a direct cost. 

 3. Equipment that is clearly not used for one of the CRV materials (e.g., a baler is not used to bale glass 
beverage containers, but may be used to bale aluminum, plastic, and possibly paper). In this case, the 
beverage container indirect (BCI) percentages adjusted to remove glass or the all materials indirect 
(AMI) percentages can be used to determine an allocation of a cost to the materials that the equipment 
does process.  

4. A cost cannot be directly attributable to CRV materials, non-CRV materials or, alternatively, to other 
businesses. In this case, no direct cost is recorded. 

Treating Direct Costs at Dual (or Multiple) Sites 

For a dual site, when a cost can be directly assigned to either the recycler or processor, this cost also is treated 
as a direct cost of other business for the related processor or recycler. This treatment allows the allowable cost 
survey model’s output to foot to the site’s financial statements. As an example, a $5,000 cost for CRV plastic 
transportation of the recycler at a dual site is a $5,000 cost for other business of the related processor. 
Likewise, a $2,000 cost for AMI maintenance of a processor is a $2,000 cost for other business of the related 
recycler. Any indirect costs related to both recycler and processor operations at a dual site are considered “all 
locations” AMI costs. 

Although these examples are provided for dual sites, the same treatment applies to a site with multiple 
recyclers. For example, at a multiple recycler site a $1,000 AMI rent cost of one recycler would be treated as a 
$1,000 cost of other business of the related recycler(s). 

Allocating Costs with Automated Cost Survey Model 

For single sites, the interviewer will identify costs as either direct costs (for a CRV material, or for all other 
materials and businesses) or BCI costs. The AMI cost for the single site is then automatically calculated by 
subtracting direct and BCI costs from the total site costs. For dual sites, the interviewer must, in addition, 
identify AMI costs for the site. All locations AMI costs are then automatically computed based on subtracting 
all direct costs, BCI costs, and AMI costs for the site from total costs. 
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Schedule 

Estimated module time: 4.3 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Introduce Module Lecture 25 

2. Read key topics and handouts Work Assignment 25 

3. Do work assignment #1 – Complete a confidential allowable cost summary Work Assignment 20 

4. Discuss results and answer questions Q & A 5 

5. Do work assignment #2 – Use automated cost survey model to input a  
site’s direct and indirect costs 

Work Assignment 10 

6. Discuss results and answer questions Q & A 5 

7. Do work assignment #3 – Conduct role playing assignments Work Assignment   25 

8. Do work assignment #4 – Complete direct and indirect cost identification exercise Work Assignment 25 

9. Do work assignment #5 – Complete cost allocation input exercises Work Assignment   120 

 Totals 260 
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Readings and Handouts 

1. California Code of Regulations §2970 

2. Allocation of costs to CRV materials and determination of combined CRV costs 

3. Sample Recycler Direct Costs sheet – automated cost survey model 

4. All locations AMI and recycler AMI costs 

5. Flow of data and results - labor allocation model and indirect cost allocation sub-models 



Module 9 

Department of Resources Recycling and Recovery Page 9.8 CalRecycle 

 



Module 9 

Department of Resources Recycling and Recovery Page 9.9 CalRecycle 

 Handout 1 

California Code of Regulations 

§2970. Allocation of Allowable Costs.  

(a) The Division shall determine allowable costs per container pursuant to sections 2960 and 2965 of this 
subchapter that can be directly allocated to each beverage container type. (For example: depreciation and 
labor expenses for operating an aluminum can crusher shall be directly allocated to the allowable costs of 
aluminum beverage containers.)  

(b) Allowable costs pursuant to sections 2960 and 2965 of this subchapter that cannot be directly allocated 
shall be allocated using the direct labor cost percentages for each container type as determined in the allowable 
cost surveys pursuant to sections 2960 and 2965 of this subchapter.  

NOTE  
Authority cited: Section 14530.5(b), Public Resources Code. Reference: Sections 14518.5 and 14575(a) and (b), 
Public Resources Code. 

Emergency Handling Fee Regulations 

§2995. Allocation of Allowable Costs For Handling Fee Sites. 

(a) The Division shall determine allowable costs per container pursuant to section 2990 of this subchapter that can 
be directly allocated to each beverage container type. (For example: depreciation and labor expenses for operating 
an aluminum can crusher shall be directly allocated to the allowable costs of aluminum beverage containers.) 

(b) Allowable costs pursuant to section 2990 of this subchapter that cannot be directly allocated shall be 
allocated using the direct labor cost percentages for each container type as determined in the allowable 
handling fee cost surveys pursuant to section 2990 of this subchapter.  

Authority cited: Section 14530.5(b) and 14536(b), Public Resources Code. Reference: Sections 14513.4, 14526.6, 
14581, and 14585, Public Resources Code. 
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Handout 3 

Sample Recycler Direct Costs Sheet 
Automated Cost Survey Model 
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 Handout 4 

All Locations AMI and Recycler AMI Costs 

 

Al/
Bi-M

Gl Pl
Non-
CRV

Processor
AMI

Other 
Business

Recycler AMI Cost

An All Locations AMI cost is 
allocated first to the recycler AMI,
processor AMI, and other 
business.  Next, for either the 
recycler, or processor (if a dual
site), the AMI costs are allocated 
to each CRV material type and to 
non-CRV materials based on the 
AMI percentages determined by 
the model.

Note: In the case where the site is an RC-only (i.e., not a dual site) without any labor time allocated to other business, there is no 
difference between All Locations AMI and Recycler AMI costs.

All Locations AMI



Module 9 

Department of Resources Recycling and Recovery Page 9.15 CalRecycle 

Handout 5 

Flow of Data and Results - Labor Allocation Model and 
Indirect Cost Allocation Sub-Models 
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Work Assignments 

1. Complete a confidential allowable cost summary  

 2010 Slo Recycling Company 

2. Use automated cost survey model to input a site’s direct and indirect costs  

 Speedy Recycler 

3. Conduct role playing assignments  

 Glasco Glass Company 

 AGP Materials, Inc. 

4. Complete direct and indirect cost identification exercise 

5. Complete cost allocation and input exercises 

 Scrap Metal Recyclers  

 Iron and Metal, Inc. 

 Divac Recycling Corporation  

 Recycling, Inc. 

 Future Metal’s Corporation 
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 Work Assignment 1 
Page 1 of 4 

Complete a Confidential Allowable Cost Summary 

Using the expense summary for Slo Recycling Company on the following page, and inputting data into the 
cost model, complete a confidential allowable cost summary. To complete the summary, do the following: 

1. Categorize Slo Recycling’s costs 

2. Sum costs into the recycler’s 12 cost categories 

3. Record the totals on to the Recycler Direct Costs worksheet 

4. Determine direct costs based on the results of the interview with Slo Recycling’s owner, and record these 
on the worksheet. 

5. Total costs for: 

 CRV aluminum 

 CRV glass 

 CRV plastic 

 Recycler BCI (beverage container indirect) 

 Recycler non-CRV materials 

 Recycler all materials indirect. 
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Work Assignment 1 
Page 2 of 4 

2010 
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 Work Assignment 1  
Page 3 of 4 

Results of Interview with Slo Recycling Company’s Owner 

a. This property payment is the actual payment expense on loans or notes for the property. Per review of 
loan invoices, it was noted that one loan is an interest only loan of $500 per month. The second 
commercial loan is fully amortizing and averaging $950 per month of interest and $680 per month of 
principal. This amount reconciles as follows: 

Loan #1 - Interest only ($500 x 12) $ 6,000
Loan #2 - Interest portion ($950 x 12) 11,400
Loan #2 - Principal portion ($680 x 12) 8,160

 $ 25,560

b. Of this fuel expense roughly $100 per month or $1,200 per year relates to the propane fuel for the 
forklift. The remaining expense relates to truck fuel used for transporting all three CRV materials, and 
only CRV materials, to a processor. The reconciliation is as follows: 

Yard fuel $1,200
Truck fuel 897
 $2,097

c. The maintenance cost was related to repair of equipment used for newspaper bundling. 

d. This expense contains both worker’s compensation and general business insurance. Per review of the latest 
policy, the following reconciliation is provided: 

Worker’s compensation $ 7,279 
General business insurance 6,991 
 $14.270

e. This travel expense was imputed by reviewing credit card statements displaying that roughly $50 per 
month is paid for travel and entertainment. 

f. The Company indicated that in 2010 it paid $70 per month to rent a trailer to hold CRV glass. 



Module 9 

Department of Resources Recycling and Recovery Page 9.22 CalRecycle 

Work Assignment 1  
Page 4 of 4 

Recycler Direct Costs 
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 Work Assignment 2 
Page 1 of 2 

Use Automated Cost Survey Model to Input a  
Site’s Direct and Indirect Costs 

Use the automated cost survey model to input Speedy Recycler’s direct and indirect costs. First, input the totals 
shown below for each cost category shown on the Cost Input Sheet of the cost model. Then use the results of 
the interview with the owner to identify the site’s direct and indirect costs, and input these results on the 
Recycler Direct Costs worksheet of the cost model (a sample of this worksheet is printed on the prior page). 

Be prepared to discuss the model’s cost summary (Cost Summary tab of model). 
 

Cost  Category
$417,034  1

29,821  lB
87,069  2
37,115 3
47,193  4
79,211  5

2,326  6
63,602  7
47,313 8
40,105  10

717  11
195,316  12
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Work Assignment 2  
Page 2 of 2 

Results of Interview with Speedy Recycler’s Owner 

1. Per owner, $400 of general business overhead represents an expense of advertising for recycling 
operations – CRV aluminum, glass, and plastic. 

2. Per owner, $6,000 of rent expense is for equipment used to recycle CRV aluminum, glass, and 
plastic. The equipment was rented during the year as back-up whenever owned equipment was being 
maintained or repaired. 

3. Per review of depreciation schedule and discussion with owner, $5,464 represents the depreciation 
expense on a densifier used for CRV aluminum cans. 

4. A total of $1,384 of depreciation expense is for glass equipment (e.g., crusher, bins). 

5. An additional $65,506 represents a depreciation expense on depreciable assets used at the convenience 
store, and does not relate to the recycling operation. 

6. The remaining depreciation expense is for miscellaneous aluminum, glass, plastic, and paper recycling 
equipment (i.e., bailer, forklifts, trailer, truck, scales, etc.). 

7. Per owner, interest expense is for a liability pertaining to the convenience store and is unrelated to the 
recycling operation. 

8. Per owner, $24,000 of the maintenance expense pertains to the recycling operation. 

9. All other costs could not be directly allocated. 
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Conduct Role Playing Assignments  
(work in teams of two: an interviewer and an owner) 

The objective of the following role-playing exercises is to gather enough information through interviews with 
an owner to complete the allowable cost summary.  

 In the first exercise for Glasco Glass Company (an RC), the interviewer must complete an allowable 
cost survey by obtaining direct and indirect cost information from the owner.  

 In the second exercise for AGP Materials, Inc., the interviewer must obtain cost information from the 
owner, while using the automated cost survey model. 

Note: The person playing the role of the owner can use some judgment in reminding the interviewer to 
perhaps inquire about subjects the interviewer may have completely missed discussing with the owner. 
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Glasco Glass Company 

Roleplay Exercise 

Interviewee Information: 

1. The following calculations were performed using information obtained from the recycler. 

a) The flattener/blower of aluminum cans is “rented” to the recycler for $.01/1 lb. and is netted against 
sales price. 

Calculation: $.01/lb. x 728,214/lbs. (yearly aluminum received weight) = $7,282 

b) Transportation costs are netted against sales price; therefore, these costs do not show on the expense 
statement. The calculation is as follows: 

Material Calculation Result 
Aluminum $.015/lbs. x 728,214 = $10,923
Glass $400/load x 20 loads = 8,000
PET Plastic $.11/lbs. x 48,840 lbs. = 5,372
Total transportation cost $24,295
 

2. See enclosed depreciation schedule for additional allocation information. 
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07 
07 
09 
09 
08 
08 
08 
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08 
10 

10 
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Partially Complete Input Screen Form for Glasco Glass Company 
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AGP Materials, Inc. (a dual site) 

Roleplay Exercise 
Interviewee Information 

The following information is provided by the owner: 

1) Yard fuel ($53) was only recorded separately for one week. For most of the year, yard fuel was not 
tracked. However the owner stated that she spends $70 a week on yard fuel (i.e., $30/wk. on diesel for 
bobcat, which is used for cardboard & paper, and $40/wk on general fuel for forklifts, etc.). 

2) Rent on the aluminum can densifier is $75/month or $900/year. 

3) Rent on the glass crusher is $75/month or $900/year. 

4) Stripping wire used to contain aluminum can briquettes costs $6.50 for 2,000 lbs. This is shown in the 
supplies category. 

679,248 lbs. (yearly received weight) X $6.50 = $2,203  
  2,000 lbs. 

5) The owner is not paid a salary due to economic conditions. She only takes what she needs. The survey 
team continued their inquiry, and she did say she took $11,000 to use during the year. She says her job 
duties would cost the company about $70/day from the business last year. Should the survey team 
compute her salary from this information? 
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AGP Material, Inc. 
2010 

Labor $164,427 
G BA 87,177 
Transportation 17,946 
Rent 9,804 
Depreciation 0 
Property tax 0 
Utilities 8,191 
Supplies 12,033 
Fuel 53 
Insurance 695 
Interest 0 
Maintenance 23,151 
 $323,477 



Module 9 

Department of Resources Recycling and Recovery Page 9.31 CalRecycle 

 Work Assignment 4 
Page 1 of 2 

Complete Direct and Indirect Cost Identification Exercise 

Types of possible cost allocations: 

A Direct cost - Aluminum 
B Direct cost - Glass 
C Direct cost - PET Plastic, resin #1 
D Direct cost - HDPE Plastic, resin #2 
E Direct cost - PVC Plastic, resin #3 
F Direct cost - LDPE Plastic, resin #4 
G Direct cost - PP Plastic, resin #5 
H Direct cost - PS Plastic, resin #6 
I Direct cost - Other Plastic, resin #7 
J Direct Cost - Other materials/Other Business 
K Direct Cost - Bi-Metal 
L  Beverage Container Indirect (BCI) 
M Recycler All Materials Indirect (AMI) 
N All locations AMI  
O Non-allowable 

For each of the following costs, assign a letter (A-O) which best matches how the direct or indirect cost 
category should be treated. Some costs may have more than one answer (that is, costs are split). Keep in mind 
that identification of costs as either direct or indirect should be confirmed by site management as a part of the 
on-site interview process. 

1. An equipment cost for a CRV aluminum can crusher  ____________  

2. Depreciation cost for equipment used for CRV aluminum crushing and baling  ____________  

3. Rent expense for equipment used in a processor’s wrecking yard  ____________  

4. Cost of goods sold (transportation) for CRV glass, paper, and steel  ____________  

5. A scale used for CRV glass and CRV aluminum  ____________  

6. Trucking expense to haul cardboard, paper and non-CRV material  ____________  

7. Rent on magnetic separator for CRV aluminum  ____________  

8. Freight for scrap non-ferrous metals  ____________  

9. A recycler’s plastic (PET and HPDE) freight-out cost (paid to a third party) 
of $300 for 4 loads per year  ____________  

10. Property taxes  ____________  

11. Security guard to prevent theft of CRV aluminum cans  ____________  

12. Curbside expense for hauling CRV aluminum, CRV glass, CRV plastic, paper, and cardboard ________  

13. Bobtail rental for the paper portion of business  ____________  

14. Roll-off bin used strictly for CRV glass  ____________  

15. Principal portion of loan for CRV glass processing equipment  ____________  
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16. Property taxes for the buyback center building  ____________  

17. A bin rented solely for CRV PET plastic  ____________  

18. A bin rented to hold bi-metal containers  ____________  

19. At a dual site, a maintenance cost for yard equipment used exclusively for all of the recycler’s operations 
 Recycler: ____________ Processor: ____________ 

20. At a dual site, the recycler’s transportation cost, some of which could be assigned to CRV PET and HDPE plastic
 Recycler: ____________ Processor: ____________ 

21. At a dual site, the entire site’s utility costs  
 Recycler: ____________ Processor: ____________ 

22. At a dual site, a site’s rent cost, some of which could be assigned to the processor’s ferrous metals equipment
 Recycler: ____________ Processor: ____________ 

23. At a dual site, the recycler’s depreciation cost could be allocated to each of five types: (1) CRV aluminum, 
(2) CRV glass, (3) CRV plastic, (4) bi-metal, (5) related to all three CRV materials. The processor had no 
depreciation costs as all equipment was either fully depreciated or rented 
 Recycler: ____________ Processor: ____________ 

24. At a site with two recyclers, Recycler 1 and Recycler 2 have consolidated financial statements. Both 
Recycler 1 and Recycler 2 are sites selected to be surveyed, and both can assign a separate portion of the 
total transportation costs to CRV glass  
 Recycler 1: ____________ Recycler 2: ____________ 

25. The owner could not assign any of the site’s costs to a particular material type  ____________  

26. Depreciation costs of a site where the only depreciable asset is a glass crusher  ____________  

27. Depreciation costs of a baler used only for #1 plastic  ____________  
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Complete Cost Allocation and Input Exercises 

For the five companies listed below, use the information and financial statements provided to complete the 
automated Recycler Direct Costs sheet. You must first categorize costs into allowable cost categories on the 
Cost Input Summary, then utilize interview results to identify direct and indirect costs that you enter on the 
Recycler Direct Costs worksheet. 

 Scrap Metal Recyclers  

 Iron and Metal, Inc. 

 Divac Recycling Corporation  

 Recycling, Inc. 

 Future Metal’s Corporation 

 

For each recycler, one participant will be asked to present: 

 Total costs by category (Cost Summary worksheet) 

 Categorization of each line item cost (Cost Input Sheet) 

 Total direct costs for CRV AL, CRV Bi-Metal, CRV GL, CRV PL, Recycler BCI, Recycler Non-CRV 
Materials, and Recycler AMI (Recycler Direct Costs worksheet) 
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Scrap Metal Recyclers 

According to interviews with the Controller and a review of appropriate accounting documentation, the 
following information was obtained. 

1. Transportation (vehicle costs): 

a) 44 mile round trip 
b) Estimated cost = $1/mile 
c) Yearly transported weight: 600 tons aluminum  

 850 tons glass 
 50 tons plastic  
Total: 1,500 tons 

d) Each trip transports 7.5 tons 

2. Maintenance: 

a) CRV scales $800  
b) Paper cutter 350  

 $1,150 

3. Rent: 

a) Bins $5,000 
b) Forklift 5,000 
c) Baler 9,000  
d) Buyback building 23,000 
  $42,000 

4. Training/seminars were for a glass processing informational workshop. 

5. A total of $1,100 of general business overhead cost was for other material/business. 
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Scrap Metal Recyclers  
Expenses 

 
12 mos. Ended

6/30/10
6 mos. Ended

12/31/09
6 mos. Ended

12/31/10 1/10-12/10 
Expenses  

Payroll $137,443 $66,934 $76,456 $ 146,965
Payroll taxes 10,927 5,120 6,079 11,886
Employee benefits 6,371 3,107 3,387 6,651
 

Taxable payroll 154,741 75,161 85,922 165,502
 

Other costs 
Insurance - fire/liability 1,220 484 704 1,440
Insurance - workers comp 10,852 5,228 6,201 11,825
Vehicle costs 10,075 6,407 5,292 8,960
Aluminum purchases 251,712 125,550 145,182 271,344
Operating supplies 3,352 1,784 1,514 3,082
Advertising 0 0 0 0
Conferences 0 0 185 185
Janitorial 1,010 545 520 985
Licenses 114 0 30 144
Office 790 395 143 538
Public relations 0 0 0 0
Rent 36,000 18,000 24,000 42,000
Repairs & maintenance 1,967 1,212 395 1,150
General supplies 54 28 10 36
Telephone 499 250 252 501
Training/seminars 444 15 0 429
Utilities 5,319 2,363 2,889 5,845
Miscellaneous overhead 250 250 275 275
 

Depreciation 13,032
 

Total expenses 478,399 237,672 273,514 $ 527,273
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Iron and Metal, Inc. 

During interviews, the owner provided the following information (see corresponding notes to the attached 
financial statement): 

1. The following notes correspond to the attached financial statement: 

a. Per review of depreciation schedule, and discussion with operations manager, $74,560 represents 
depreciation taken in 2010 on equipment used exclusively for secondary scrap materials - other 
materials. 

b. This expense consists of truck fuel and yard fuel. According to the owner, you are able to break this 
cost out as follows: 

Yard fuel $3,600 
Truck fuel 37,372 (CRV plastic and glass)  
 $40,972 

c. Per owner, yard fuel primarily pertains to cranes, shears, and other equipment which is only used for 
scrap metal - other materials. The can crusher/scooter and bailer are electric. 

d. This expense consists of all insurance expense for the site including workers compensation, medical, 
business, and truck. The breakout, estimated by owner, is as follows: 

Worker’s Comp. ($7,000/mo.) $84,000 
Business 40,000 
Truck 40,000  
Medical 132,128 
 $296,128 

e. Per owner, $145,000 of lease represents amount paid for equipment used for scrap materials - other 
materials. 

f. This expense represents a fee paid to outside weighers to weigh trucks of the Company so as to 
conform to industry regulations. For this reason, we shall classify this cost as General Business 
Overhead. 

2. Maintenance expense is for: 

Plant Repairs & Maintenance $126,356
Aluminum densifier 15,000
Front loader 14,941
Conveyer 10,000
 $166,297
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Iron And Metal, Inc. 
Statement Of Income And Retained Earnings  

For the Twelve Months Ended August 31, 2010 

 Revenue: 
 Sales - resale $7,611,614
 Total revenue 7,611,614
  
 Cost of goods sold:
 Purchases 5,613,247
 Total cost of goods sold 5,613,247
 Gross margin 1,998,367
  
 Expenses: 
 Advertising 84,273
 Equipment repair 39,941
 Legal & accounting 21,356
 Auto & truck expense 98,469
 Profit sharing plan 4,479
 Bad debts 26,556
 Contributions 989
 Dues & subscriptions 5,595
a. Depreciation 129,700
 Entertainment 103,666
b. & c. Gas & oil 40,972
d. Insurance 296,128
 Interest 26,038
 Laundry & uniforms 7,544
e. Plant lease 300,000
 Payroll service (330)
 Miscellaneous 16,103
 Office supplies 31,390
 Bank analyst 1,507
 Payroll taxes 60,017
 Dumping & rubbish 2,227
 Plant repairs & maintenance 166,297
f. Public scale weighing 1,423
 Taxes & licenses 23,458
 Telephone 31,347
 Utilities 30,812
 Wages 807,001
 Salesman promotional expense 15,445
 Provision for state tax 800
 Total expenses 2,373,203
  
 Income (loss) from operations $ (374,836)
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Divac Recycling Corporation 

The Company’s Controller made the following comments: 

1. $1,000 of vehicle repair was for a curbside vehicle. 

2. License expenses are for all CRV-related materials. 

3. Transportation-related gas and oil was equally split between CRV aluminum and CRV glass. CRV plastic 
was handled as a service of the parent company (a related party transaction). 

4. $3,000 in property tax was for a building, which houses curbside collection vehicles. 

5. $3,500 of advertising expense was for buyback center and $10,000 was for scrap materials/other business. 

6. A $3,639 alarm was installed on the building which houses aluminum, glass, and plastic. 
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Divac Recycling Corporation  
Income Statement 

For the Twelve Months Ending December 31, 2010 

Cost of goods sold $4,896,924 
Freight 0 
Salaries/wages 562,702 
Payroll taxes 200,005 
Employee benefits 33,583 
Advertising/promo 62,507 
Dues/subscriptions 1,013 
Travel/entertainment 198 
Utilities 15,389 
Interest 123,474 
Licenses 2,231 
Office supplies 13,388 
Postage 635 
Telephone 9,437 
Sales Taxes 24,194 
Property tax 14,000 
Miscellaneous expenses (4,697) 
Legal fees 107,336 
Accounting fees 4,775 
Equipment & supplies 27,709 
Vehicle repairs 2,241 
Forklift repairs 10,433 
Equipment repairs 13,623 
Miscellaneous repairs 62 
Miscellaneous fees 4,715 
Commission 96,000 
Alarm 3,639 
Towing fees 75 
Insurance/compensation 78,781 
Insurance/liability-auto 57,510 
Insurance/misc. 7,236 
Lease 23,054 
Gas & oil - yard 2,998 
Gas & oil - transportation 26,981 
Rubbish 4,341 
Donations 945 
Check charges 5,931 

Total expenses $ 6,433,368 
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Recycling, Inc. 

The following information was obtained from various managers at the site: 

1. $12,123 of GBO expenses are for outside services relating to the ferrous metals1 operation. 

2. Per general manager, $28,325 of depreciation expense is for equipment and facilities used specifically in 
the ferrous metals operation. 

3. Per general manager, $16,458 of operating supply expenses are exclusively for the ferrous metals 
operation. 

4. Per operations manager, $2,241 of fuel expense is for oxygen gas used for equipment which is not used 
for CRV-materials. 

5. Per general manager, $17,000 of repairs and maintenance expense is for equipment used in the ferrous and 
non-ferrous metals operations (i.e., cranes, bulldozers, etc.). This equipment is not used for CRV-materials. 

 

                                                      
1 Ferrous metals refers to non-CRV scrap metal. 
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Recycling, Inc.  
Cost of Sales 2010 

Schedule I 

Inventory, December 31, 2009 $485,387 
Purchases 5,236,324 
Direct labor 105,936 
Metal processing 30,419 
Salaries - other 38,861 
Special handling 3,830 
Insurance - workman’s compensation 27,812 
Insurance - medical 11,654 
Insurance - general 29,004 
Telemarket 3,072 
Registrations - truck only 5,850 
Delivery charges - all freight out 25,875 
Depreciation 85,417 
Disposal charges - waste removal 3,460 
Payroll taxes 13,441 
Equipment repairs 36,054 
Forklift - repairs 12,045 
Officers salaries 59,754 
Rent 42,000 
Small tools and supplies 27,122 
Truck and fuel expense 54,626 
Utilities 18,529 
 6,356,472 
Inventory, December 31, 2010 (255,284) 
Cost of sales 6,101,188 
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Recycling, Inc.  
Selling, General and Administrative Expenses 2010 

Schedule 2 

 
Accounting $40,872
Advertising 81,048
Bank charges 141,480
Business licenses and taxes 66,960
Consulting 31,248
Custom duty 125,328
Dues and subscriptions 1,740
Equipment rentals 29,916
Insurance - life 36,408
Insurance - other 202,272
Licenses and permits 117,948
Miscellaneous 54,264
Office salaries 608,736
Office supplies 161,532
Payroll taxes 105,804
Security 3,432
Telephone and utilities 197,040
Travel 159,648
Uniforms 66,240
 $2,231,916
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Future Metals Corporation 

According to Jimmer Fredette, CEO: 

1. Transportation expenses are split as follows: 

 CRV materials $100,000  
Non-CRV materials 150,593  
 $250,593 

2. All other materials/business depreciation is as follows: 

 Dual site $102,891 
Bargain center 12,150  
 $115,041 

3. All other material/business property tax is as follows: 

Dual site $8,500  
Bargain center 400 
 $8,900 

4. Maintenance expenses are: 

Newspaper baler $ 6,250 
Aluminum crusher 4,650  
Glass sorter 6,451  
 $17,351 

5. Amortization of $480 is for other materials/business. 

6. Uniform rental is 60 percent of other material/business. 

7. Rent is as follows: 

Building rental $120,000
Equipment: 

Newspaper baler 13,513
Aluminum crusher 10,000
Glass sorter 20,000

 $163,513
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Future Metals Corporation  
Statement of Income  

For The Twelve Months Ended August 31, 2010 

Sales  
Sales - exports $4,862,243 
Sales - aluminum can 2,472,814 
Sales - glass 1,524,231 
Sales - miscellaneous 797,816 
Sales - plastic 291,654 
Returns and allowances (6,355) 

Total sales 9,942,403 
  

Cost of sales  
Purchase 7,086,301 
Ocean freight 146,423 
Trucking charges 250,593 
Inventory change (300,530) 
Labor 438,971 
Yard supplies and tools 202,591 
Utilities 54,433 

Total cost of sales 7,878,782 
Gross profit 2,063,621 
  

Selling and G&A expense  
Advertising 17,077 
Amortization 480 
Bank charges 13,504 
Automobiles 132,397 
Contributions 0 
Interest 324,948 
Commissions (non-1099) 68,943 
Repair & maintenance 17,351 
Depreciation 253,363 
Dues and subscriptions 1,733 
Insurance 227,398 
Business promotion 164,309 
Legal & professional 70,361 
Office supplies 41,988 
Officer’s salaries 24,000 
Taxes & licenses 14,915 
Sales tax 1,264 
Property tax 22,397 
Wages 304,519 
Rent 120,000 
Payroll taxes 68,632 
Telephone 54,116 
Entertainment 69,077 
Equipment rental 43,513 
Uniform rental 6,577 
Miscellaneous expense 897 
Total selling and G&A 2,063,759 
Income (loss) from operations (138) 
Miscellaneous income 62,363 
Income (loss) before taxes 62,225 
Provision for federal taxes 25,141 
Provision for state taxes 8,870 
Net income (loss) $28,214 
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Actual Costs 

Objective: 
 Explain how to calculate actual costs not included in a site’s financial statements 

Key Topics: 
 Determining an actual cost 

 Understanding actual costs 

 Identifying the “entity being surveyed” 

 Treating different scenarios that may involve imputing a cost 

 Citing examples of how actual costs are imputed 

Curriculum Materials: 

Reading List/Handouts:  

1. Sample imputed costs (if necessary) 

Work Assignments: 

1. Impute costs 

2. Calculate owner’s salary 



Module 10 

Department of Resources Recycling and Recovery Page 10.2 CalRecycle 



Module 10 

Department of Resources Recycling and Recovery Page 10.3 CalRecycle 

Key Topics 

Determining an Actual Cost 

In conducting allowable cost surveys, survey teams should identify actual costs of recycling for the “entity 
being surveyed.” A survey team may determine, however, that an actual cost is not identified on the source  
of financial information for the entity being surveyed. To accurately account for that cost, the survey team 
may need to impute, or determine from another source, the actual cost. 

Understanding Actual Costs 

Actual costs are not what the costs of the entity being surveyed should be, but rather those costs truly incurred 
by an entity. Actual costs are not necessarily equal to Generally Accepted Accounting Practices (GAAP) or 
“best practices” costs. Survey teams should recognize that financial statements may not completely reflect 
actual costs of the entity and that additional actual costs not identified in the financial statements may need  
to be included in that site’s total costs of recycling. The survey team need only impute an actual cost if the 
cost is also allowable. 

Identifying the “Entity Being Surveyed” 

For purposes of conducting cost surveys, actual costs relate only to the recycler and/or processor entity  
being surveyed. Therefore, to determine actual costs for a site, it is necessary to define the “entity being 
surveyed.” Generally, an entity is an organization, or a section of an organization, that stands apart from other 
organizations and individuals as a separate economic unit. Sole proprietorships, partnerships, corporations, 
and subsidiaries are recycler and processor entities that a survey team may encounter in cost surveys. A 
description of how each of these entities should be treated for cost surveys is provided below: 

Sole proprietorship 

Costs of the proprietorship are actual costs of the entity. However, costs of personal items (e.g., an owner’s 
costs of renting an apartment), while actual costs of the proprietorship, are not allowable costs, and are not 
included in cost surveys. 

Partnership 

Costs of the partnership, not those incurred by individual partners, are actual costs of the entity. 

Corporation 

For a corporation, the recycler entity is related to the type of financial statements obtained for the corporation. 
Where financial statements are consolidated for the corporation, the entity is the entire corporation. In this 
case actual costs should be obtained for the entire corporation. 

Where financial statements are not consolidated for the corporation, but are for a specific site, then the entity 
surveyed is the specific site. The survey team should obtain only those costs of the site, not costs of the entire 
corporation. Note that the site may incur some corporate charges that may be actual costs of that site and may 
need to be identified or determined from another source. 
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Subsidiary 

For a subsidiary, the recycler entity is related to the type of financial statements obtained by the survey  
team. Where financial statements are consolidated, both parent and subsidiary are the entity surveyed. Where 
financial statements are not consolidated, then only the subsidiary is the entity. Note that the subsidiary may 
incur corporate allocations that may be actual costs of that entity and therefore may need to be identified or 
imputed. 

Treating Different Scenarios that May Involve Imputing a Cost 

Several scenarios that can occur during cost surveys are presented below. Procedures for treating these 
scenarios also are provided. Where necessary, cost survey teams should determine costs using the best available 
data, documenting the reasons why the actual cost was determined, identifying the source of information, and 
showing how the actual cost was determined (e.g., calculations). 

Actual costs not included in the financial statements 

If the financial statements do not show an actual cost, and you know it exists, the actual cost should be 
determined and used. We are not conducting allowable cost surveys to correct their financial statements  
or to point out errors in them. An example of actual costs not in the financial statements that may need  
to be added to the costs includes depreciation. 

To identify a missing depreciation expense, the survey team should correlate field observations with 
equipment shown on the depreciation schedule provided by site management, noting any major equipment 
that is not being depreciated. The depreciation expense for equipment missing from the schedule could be 
hidden in another cost. Where equipment has been fully depreciated by the site or left out by management, 
do not impute a depreciation expense. Site management may be able to provide information needed for the 
team to identify the depreciation expense.  

The survey team should not impute a “more reasonable” depreciation expense to replace one that is identified 
in the depreciation schedule obtained from site management. Further, survey teams should not impute a 
depreciation expense for donated equipment. 

Costs understated in the financial statements 

Where actual costs of the entity are understated in the financial statements, the survey team should not 
impute a more reasonable cost. Examples include where the financial statements reflect no cost for an  
owner’s salary (and no owner’s draws were taken). 

In situations where the owner of a proprietorship or partners of a partnership retain a business’ net income  
at the end of the year for their own personal use, this net income amount should be used in determining 
owners’ salaries. Survey teams should interview site management and/or the owner at each site to determine 
how much income is retained for personal use by owners. Where net income is reinvested in the business,  
no owner’s salary need be imputed. 

Costs overstated in the financial statements 

Costs overstated in the financial statements should be treated similarly to understated costs. Because 
overstated costs represent actual costs, the survey team should not impute a “more reasonable” cost. An 
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example of an overstated cost might be an “excessive salary” paid to an owner. For example, the owner may 
rent the land to the recycling business. In comparison to similar sites, the rent may be an overstated cost. 

Cash expenses not identified in the financial statements 

Cash expenses not identified in the financial statements that represent actual costs of an entity should be 
located and used. Examples of types of costs that may not be identified include cash payments for temporary 
or part-time labor. 

Expenses illegally avoided 

Where an entity failed to pay a legally required expense, no costs should be used. An example of an illegally 
avoided expense is non-payment of payroll taxes. In this example, no payroll taxes need be determined. 

Related party transactions 

When a family member rents a site from another family member at no cost, and no formal business 
relationship exists between these related parties, no rent cost should be determined. 

When a parent company rents a site at no cost to a subsidiary being surveyed, then the transaction should  
be evaluated based upon the financial statements obtained for the site. If the financial statements are 
consolidated, then a corporate cost of rent for the site should be identified on the consolidated financial 
statements and used. If the statements are for a specific subsidiary (i.e., not consolidated), then a corporate 
allocation should not be imputed if the rent cost is not identified on the financial statements. 

Donated equipment or labor 

Donated equipment or labor represents a cost that the entity does not actually incur. Costs of donated 
equipment or donated labor, therefore, should not be imputed. For a site with donated labor, the hours for 
each donated employee should be recognized like any other employee, however no salary should be included 
(i.e., $0 in salary for donated employees). 

Citing examples of How Costs are Imputed 

An example of how to identify an owner’s salary is presented below: 

Owner’s salary 

Owner’s salary is not imputed when it can be identified on the source of financial information. Where it  
is zero, no salary should be imputed. An owner’s draw is not a business expense and is not compensation. 
The net income distributed to partners (partnership entity) and net income for a sole proprietorship is the 
owner’s compensation. 
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Schedule 

Estimated module time: 1.2 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Introduce module Lecture 10 

2. Read key topics and handouts Reading 10 

3. Do work assignment #1 – Impute costs Work Assignment 20 

4. Do work assignment #2 – Calculate owner’s salary Work Assignment 20 

5. Review results and check answers Self Review 10 

 Totals 70 
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Readings and Handouts 

1. Sample imputed costs 
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Handout 1 

Sample Imputed Costs 

Rent 

1) Per the site manager, a recycler who is a subsidiary of a parent corporation does not report a rent cost for 
using land owned by the parent. An attempt was made to obtain actual costs from the parent company’s 
corporate financial statements. From this effort, a rent expense of $24,000 per year was identified and 
documented, and the survey team determined this to be the rent cost. 

Miscellaneous 

2) No transportation charges are included on a recycler’s expense sheet. These charges are an actual cost  
of the recycler that are paid to a third party. Based on discussion with the owner, we calculated the 
following costs that were not recorded: 

a) Glass shipping charge paid to a third party: 

Cost: $130 per load 
Each load averages 1,200 lbs. of CRV glass 
469,628 lbs of CRV glass was shipped at a cost of $50,876  
($130/load x 469,628 lbs. – 1,200 lbs./load) 

b) Plastic shipping charge paid to a third party: 

Cost: $190 per load 
Each load averages 1,000 lbs. of CRV plastic 
31,274 lbs. of CRV plastic was shipped, at a cost of $5,942  
($190/load x 31,274 lbs. = 1,000 lbs./load) 



Module 10 

Department of Resources Recycling and Recovery Page 10.10 CalRecycle 

3) An actual cost of transportation incurred by a recycler is not identified on the financial statements.  
The recycler’s cost accounting group performed an analysis that states that $55 per hour ($12.70 labor + 
$42.30 transportation costs) is the amount the company applies to its own cost budgets. Note that  
the labor component of the transportation cost was included on the source of wages, but not identified  
in the financial statements. As explained by John Griffin, Area Manager, each trip hauls 2,490 lbs of 
consolidated containers. Each trip totals 3.5 hours for a round trip. The calculation of this site’s 
transportation costs are as follows: 

Transportation Costs 

Month CRV Pounds 

Jan 
Feb 
Mar 
Apr 

May 
Jun 
Jul 

Aug 
Sept 
Oct 
Nov 
Dec 

 
Total 

33,047 
26372 

28,966 
32,691 
35,459 
40,475 
40,718 
41,565 
33,920 
36,694 
28,740 
24,433 

 
403,080 

 
 
Calculation: 

403,080 lbs./2,490 lbs./trip = 
 
162 trips x 3.5 hr./trip = 

 
Labor costs (a category 1 cost): 

$12.70 per hour x 567 hours =  
 

Transportation costs (a category 3 cost): 

$42.30 per hour x 567 hours =  

 
 
 

162 trips 
 

567 hrs. 
 

$7,201 

 

$23,984 

 

Salary 

4) For a recycler that is part of a corporation, upper management costs (i.e., area business manager and staff 
expenses) are not reflected on the specific site’s financial statements. The manager estimated 15% of total 
upper management costs are an actual cost of the site and should be allocated to the site. The survey team 
found the area business manager and staff expenses costs during the calendar year was $197,373. Fifteen 
percent to this cost is $29,606. The survey team considered the allocation reasonable based on our knowledge 
of number of sites, the size of this site, and that these managers actually spend time on site business.  
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Work Assignments 

1. Impute costs 

2. Calculate owner’s salary 
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 Work Assignment 1 

Impute Costs 

In the following exercises, interviewers should use the information provided to determine whether to impute 
an actual cost, and, if so, what the cost is. Provide sufficient documentation and appropriate calculations to 
support the imputed cost. 

 B&D uses a blower from Golden Aluminum, and Golden Aluminum deducts $0.01 per pound from the 
scrap value it pays to B&D on all of the CRV aluminum B&D sells to Golden. Should you impute a 
rental expense for the blower assuming B&D sold 380,662.90 pounds of CRV aluminum to Golden 
Aluminum? Why or why not? Show calculations and amount, if any. 

 Payroll information for Turkoglu Recycler did not include wages nor hours for several employees. Should 
you impute hours and wages? Use the following information: 

 According to Mary Harris, Office Manager, Jeff worked 10 hours per week all last year at the recycling 
center and is paid an hourly rate of $10 per hr. 

 According to Mary Harris, Office Manager, Mike worked 25 hours/wk all last year at an hourly rate of 
$10 per hour. 

 Mary Harris states that she earned $460 per week spending 10 hours each week all last year working 
on the accounting portion of the business. 

 According to Mary Harris, Office Manager, both Dennis and a revolving employee, each worked  
5 hours on Saturdays at a rate of $10 per hr. 

 According to Jimmy Jackson, the owner, he spent roughly 1.5 hours per day, five days per week, 
working with the RC, after basketball practice. Because he is not paid a salary, Mary estimated an 
hourly rate of $15 per hour would be reasonable considering wages paid to his workers and the level of 
work for the wages. 

 Recycler A has one glass crusher and five aluminum bins that are provided by a Parent Company at  
no charge. They appear to be only one year old. Upon inquiry with site management, none of the 
equipment shows up in the depreciation schedule, nor as a rent expense on the income statement for 
Recycler A. Describe the steps you might take to determine whether or not to impute a cost for this 
equipment. If costs should be imputed, describe the steps you might take to do so. 

 Should you impute or not impute a transportation cost for CRV Plastic at Cycler Recycling Co.?  
Why or why not? If yes, use the information below: 

Loads per year: 6 
Pounds per load: 4,000 
Miles per trip (one-way): 42 
Total cost per mile:* $1.50 
 
* Includes cost for truck, laborer, and insurance on the truck  
Note: one load is taken per trip. 
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 Work Assignment 2 

Calculate Owner’s Salary 

Problem 1 

The owners of a recycler did not take a salary during the year; however they retained the business’ net income 
at year end. Estimate wages earned by Ruy Lopez and her husband, Melvin, who drives the truck, based on 
the following information:  

 As explained by Ruy, the only money pulled out of the company is the income of $83,620 remaining  
at year end after expenses. None of this income is retained in the business, but instead represents  
the combined owner’s salary.  

Should we allocate this income between both Ruy and Melvin? If so, should we use hours worked and allocate 
the year-end income as a percentage of hours worked? In our discussion with Ruy, we were informed that Melvin 
worked 1,710 hours, whereas Ruy worked 2,090 hours that year. Show calculations if we allocate. 

Problem 2 

All Metal Recycling is a very small operation, in its first year of business. The operation is family run. James 
and Elaine Martin (Owners) received a combined draw of $25,000 in 2010, with each working 2,080 hours. 
The only other two employees were James Martin Jr. and Martin Martin, who are relatives. They only 
worked part-time and received wages “under the table.” Therefore, no labor cost was reported in the financial 
statements, and there were no payroll registers or W-2’s. You determined that the combined owners draw  
is representative of the true labor cost of the owners. In what way do you account for the Martins, if any? 
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Module 11 
Obtaining Employee Wages and Hours 

Objectives:  
 Instruct how to obtain total annual wages and hours for each site employee for the year reviewed 

Key Topics:  
 Using the correct 12-month period when identifying wages and hours 

 Using a valid source for labor wages and hours (e.g., W-2 form, DE-6, DE-3, payroll register, time sheets) 

 Using Medicare wages for each employee 

 Determining total hours for each employee (regular and overtime) 

 Determining wages and hours 

Curriculum Materials:  

Reading List/Handouts: 

1. Sample W-2 forms  

2. Sample DE-6 and DE-3 forms 

3. Payroll Records and Procedures (copy of a textbook article) 

4. Sample payroll register (Payroll Plus® Payroll Journal) 

5. Sample automated cost survey Labor Input Sheet 

Work Assignments: 

1. Use the automated cost survey model to enter wages and hours of each employee 

2. Annualize partial year wage and hour data 

3. Combine two fiscal years to calculate calendar year wages and hours 

4. Determine wages and hours 

5. Determine wages and hours from W-2s, DE-3s, and DE-6s 

6. Interpret a payroll register 
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Key Topics 

Using the Correct 12-Month Calendar Year when Identifying Wages and Hours 

The survey team must identify annual Medicare wages and number of hours paid to each of a site's employees. 
Every effort should be made by the survey team to obtain employee wages and hours for the relevant 12-month 
calendar year. Any other fiscal year wage and hour data may not necessarily reflect calendar year results due  
to a recycler’s change in staffing, wage rates, operations and processes, and economic conditions. For example, 
a recycler's fiscal year wage and hour information ending June 30, 2010, would likely misrepresent 12-month 
2010 calendar year results if the recycler hired ten new employees and added a materials recovery facility on 
September 1, 2010. 

To obtain employee wages and hours, the survey team should ask site management to provide 12-month 
calendar year wages and hours for each employee who worked for the business during the year1.  A site may 
maintain accounting records that include employee wages (e.g., W-2 forms) and hours (e.g., payroll register). 
If such records exist, the survey team should ask to copy employee wages and hours from them. Physical 
copies of accounting records are not required; however, the survey team should note in the Site Memorandum 
(Module 6) the sources of wages and hours. 

In cases where wage and hour data are unavailable for an entire calendar year, but are available for part of that 
year, it may be necessary to annualize partial year wages or hours, if they were actually paid. The survey team 
first must confirm with site management that partial year wage or hour data reflects patterns consistent for the 
entire calendar year. Only then can annualized data be used. To annualize, the survey team should multiply 
partial year wage or hour data by the ratio of weeks in a year (52) divided by the weeks of available data. For 
example, a full-time, full-year employee with wages of $7,000 in 43 weeks would have wages of $8,465 in 52 
weeks ($7,000 x (52 ÷ 43)). 

Frequently, 12-month calendar year wages do not equal a site's labor costs shown in their financial statements 
(e.g., if fiscal year or partial year financial statements are used). Any difference in wages obtained from site 
management and labor costs listed in the financial statements are treated in the labor reconciliation (Module 13), 
and must be resolved. 

Using a Valid Source for Labor Wages and Hours 

The survey team should attempt to review accounting records that will provide accurate calendar year 
employee wages and hours. Several sources of labor wages and hours are described below: 

W-2 Forms – A Federal wage and tax statement called a “W-2 form” may be used to obtain calendar year 
Medicare wages for an employee. Sample 2010 W-2 forms are included as handouts in this module. 
Although the orientation of information on a company's W-2 form varies (i.e., where the boxes are 
positioned), every company provides the same information (i.e., boxes lettered a through f, and numbered 
1 to 20 on the sample 2010 form). Referring to the handout, in 2010 Medicare wages always are located in 
a box 5. In subsequent years, Medicare wages might be located in a different box. 

                                                      
1 It is important to collect wages and hours for all employees paid by the business, regardless of whether the employee specifically 

worked for the selected recycler or processor (e.g., include employees on the payroll who worked for a related business). 
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DE-6 and DE-3 Forms – One primary form submitted by companies to the State of California 
Employment Development Department (EDD) contain employee wages. A second, for household 
workers, might be submitted by a recycler. Both are provided as handouts to this module and include  
the Quarterly Wage and Withholding Report, or DE-6 form, and the Quarterly Report of Wage and 
Withholding for Household Workers, or DE-3BHW form. 

The DE-6 form must be submitted quarterly by employers to the EDD. In this form, employers report 
quarterly payments for unemployment and disability insurance contributions, withheld personal income 
taxes, and wage reporting for benefit and tax purposes. In the sample 2010 form, employee wages are listed 
in box G of form DE-6. This form provides space for up to seven employees. 

A separate DE-3BHW form includes space for employee wage information of up to four employees. 
Quarterly employee wages paid are listed in box E of form DE-3BHW. 

Payroll Register – At the end of each pay period, most businesses prepare a payroll showing each 
employee's hours and earnings. This information is entered into a payroll register or journal (see 
handout). Types of payroll records and procedures used by companies vary, depending upon degree  
of automation and business size. 

Most payroll registers will include the rate of pay, number of hours worked (separated by regular and 
overtime hours), and total wages for each employee. A common type of register is an automated payroll 
register, provided by ADP (Automated Data Processing) Services, Inc. 

Time cards – Employee time cards are a source to use for obtaining employee wages and hours. The 
survey team should total for each employee his/her wages and hours from all time cards. The survey  
team should prepare workpapers that document wages and hours obtained from time cards. 

Site management should provide the survey team accounting records for wages and hours. Further, sources  
of wages and hours will vary between sites. For example, one site's controller might provide W-2 forms for 
wages and a payroll register for hours. Another site's controller might keep an internally prepared journal  
that identifies both wages and hours. 

Independent contractors of the business are not included in any of the above sources. Businesses often treat 
independent contractors as an expense in the income statement (e.g., contractor expense). For sites with many 
temporary employees, it may be necessary to obtain wage and hour data directly from the temporary agency. 

Employees paid cash are not recognized in the above sources. Similarly, owner's draws (where a business 
owner makes withdrawals of cash from a company for personal use) from a company will not be reflected  
in these accounting records. The survey team should obtain all wages and hours of employees not explicitly 
included in a site's records. For example, owner's draws often are listed as an owner's equity line item in  
the balance sheet. 
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Using Medicare Wages for Each Employee 

Medicare wages are used in cost surveys because they are total paid wages, and they include all of an 
employee's non-taxable contributions (e.g., 401(k) plan, or the United Way fund). Other wages, such as those 
used for purposes of calculating federal and state tax, or social security tax, do not reflect these non-taxable 
contributions, and, therefore, are less than actual wages. 

As an example, boxes #1 and #16 of the 2010 W-2 form reflect wages used to compute federal and state tax 
respectively, while box #3 includes wages used to calculate social security tax. Each of these three wage figures 
may reflect a reduction by some non-taxable contributions. Alternatively, box #5 reflects Medicare wages, that 
will not have non-taxable contributions removed. 

Determining Total Hours for Each Employee (Regular and Overtime) 

Total paid hours for each employee must include both regular time and overtime. There are 2,080 regular hours 
in one year (52 weeks per year x 40 hours per week). Additional hours are considered overtime hours. For 
example, an employee paid $25,000 for 2,550 hours, worked 470 overtime hours and 2,080 regular hours. 

Determining Hours and Wages 

Site management may not always provide accounting records that include employee wages or hours. In these 
situations, the survey team must determine wages or hours from other available information. 

If either an employee's wages or hours are unknown, each may be derived by using the hourly rate of the 
employee. For example, if Employee A's hours are unknown, the survey team might divide A's $15,000  
gross wages by his $7.50 per hour pay rate, resulting in an annual hours of 2,000 hours (with no overtime). 
Similarly, Employee B's unknown wages may be computed by multiplying her 1,650 hours by her $10.00  
per hour rate to obtain wages of $16,500. 

When an employee has worked overtime, it is still possible to determine either hours or wages knowing a 
regular time hourly rate and an overtime hourly rate. As an example of imputing hours, assume an employee 
has a regular hourly rate of $5.00 and an overtime rate of $7.50. If his gross wages are $13,000 and he worked 
full time during the year (2,080 hours), then his total hours are equal to 2,427 (2,080 + [($13,000 - ($5.00 x 
2,080)) _ $7.50]). 
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Schedule 

Estimated module time: 3 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Review module objectives and procedures for obtaining employee wages and hours Lecture 10  

2. Read key topics and handouts Reading 20 

3. Do work assignment #1 – Use automated cost survey model to enter wages and hours 
of each employee 

Work Assignment 10 

4. Do work assignment #2 – Annualize partial year wage and labor data Work Assignment 10  

5. Do work assignment #3 – Combine two fiscal years to calculate calendar year  
wages and hours 

Work Assignment 10 

6.  Do work assignment #4 – Determine wages and hours   Work Assignment 20 

7.  Do work assignment #5 – Determine wages and hours from W-2s, DE-3s, and DE-6s Work Assignment 100 

8. Do work assignment #6 – Interpret a payroll register Work Assignment 10 

 Totals 180 
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Readings and Handouts 

1. Sample W-2 forms 

2. Sample DE -3 forms: 

 Form DE-6 

 Form DE-3BHW 

3. Payroll Records and Procedures (copy of a textbook article) 

4. Sample payroll register (Payroll Plus® Payroll Journal) 

5. Sample automated cost survey Labor Input Sheet 
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 Handout 1 
Page 1 of 2 

Sample W-2 Forms 

Withholding 

If an employee received wages during a calendar year, the employee should receive a statement by January 31  
of the following year, showing their income and the tax withheld, if any. Depending on the source of the 
employee's income, the employee will receive: 

Form W-2, Wage and Tax Statement 
Form W-2G, Certain Gambling Winnings, or a form in the 1099 series. 

Forms W-2 and W-2G. The employee files these forms with their income tax return. The employee should 
get at least two copies of each form. Copy B is attached to the front of an employee's federal income tax 
return. Copy C is for retained for an employee's records. The employer retains Copy D. 

Example 

Ted Taxpayer is employed by ABC Company, Inc. His W-2, box 2, reflects that he had $10,675.50 in federal 
tax withheld by ABC Company on wages of $46,958. His state income tax of $2,817.48 withheld for the 
state of California is reflected in box 17 on the same amount of wages. Box 12 indicates (Code D – Code 
definitions can be found on the back of the W-2 form) that Ted contributed $2,546.21 to his company's  
401 (k) plan. That amount of income was not included in the federal or state wages, but it is included in 
determining how much was withheld from Ted's income for social security and Medicare purposes. Refer to 
boxes 3 and 5. The Social Security tax withheld is in box 4, and the Medicare tax withheld is in box 6. Box 14 
shows any other deductions that were made from Ted's income and that he contributed $325.61 to the 
United Way. The pension plan box is checked in box 13 and lets Ted (and the IRS) know that he is covered 
by a pension plan and, therefore, may be limited in his ability to make deductible IRA contributions. 

2010 
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Handout 1 
Page 2 of 2 

Sample 2010 W-2 Form 

Box #5 – Medicare wages and tips 

2010 
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Handout 2 

Page 1 
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Handout 2 

Page 2 
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Handout 3 

Page 1 
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Handout 3 

Page 2 

Handout 4 

 

2010 
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Handout 4 
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Handout 5 

Sample Automated Cost Survey 
Labor Input Sheet 

 

Total $417,034     37,135

Rec. # Name Gross 
Wages

Hours 
Worked

Wages/Hr Position % Site 
Time

% 
Recycler

% 
Processor

% Other 
Business

% Unallocated

1 Roders $48,000     2,080 $23.08   100 100 0 0 0           
2 Di Puccio $29,200     2,080 $14.04   100 100 0 0 0           
3 Froehlich $21,000     2,080 $10.10   100 100 0 0 0           
4 Lopez $13,680     2,080 $6.58   100 100 0 0 0           
5 Skinner $13,000     2,080 $6.25   100 100 0 0 0           
6 James $26,545     2,480 $10.70   100 100 0 0 0           
7 Leal $9,675     915 $10.57   100 100 0 0 0           
8 Morrow $14,438     1,357 $10.64   100 100 0 0 0           
9 Robancho $24,328     2,367 $10.28   100 100 0 0 0           
10 Vasquez $21,501     2,138 $10.06   100 100 0 0 0           
11 Whiteside $14,079     1,367 $10.30   100 100 0 0 0           
12 Amezqua $24,752     2,335 $10.60   100 100 0 0 0           
13 Daley $435     40 $10.88   100 100 0 0 0           
14 Englend $18,761     2,008 $9.34   100 100 0 0 0           
15 Flares $27,921     2,559 $10.91   100 100 0 0 0           
16 Garcia $23,385     2,243 $10.43   100 100 0 0 0           
17 Guzman $23,739     2,413 $9.84   100 100 0 0 0           
18 Jacobson $4,114     389 $10.58   100 100 0 0 0           
19 Damaso $2,526     193 $13.09   100 100 0 0 0           
20 Gore $25,492     1,825 $13.97   100 100 0 0 0           
21 Rangel $297     26 $11.42   100 100 0 0 0           
22 Stachur $30,166     2,080 $14.50   100 100 0 0 0           



Module 11 

Department of Resources Recycling and Recovery Page 11.18 CalRecycle 



Module 11 

Department of Resources Recycling and Recovery Page 11.19 CalRecycle 

Work Assignments 

1. Use the automated cost survey model to enter wages and hours of each employee 

 Recycle Efficient Corporation 

2. Annualize partial year wage and hour data  

 Bimetals Recycling Company  

3. Combine two fiscal years to calculate calendar year wages and hours  

 Plastix Recyclers  

4. Determine wages and hours 

5. Determine wages and hours from W-2s, DE-3s, and DE-6s 

6. Interpret a payroll register 
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Work Assignment 1  
Page 1 of 4 

Use the Automated Cost Survey Model to 
 Enter Wages and Hours of Each Employee 

For Recycle Efficient Corporation, determine total 2010 wages and hours for the five employees and then 
enter on the Labor Input Sheet. Use the W-2 forms included to obtain Medicare wages and the payroll 
register to obtain employee hours. Remember to include overtime hours in the total hours paid. Calculate 
total wages and hours for the site. 

 

2010
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Work Assignment 1  
Page 2 of 4 

 

2010

2010
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Work Assignment 1  
Page 3 of 4 

2010

2010
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Work Assignment 1  
Page 4 of 4 

 

10
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Work Assignment 2 

Annualize Partial Year Wage and Hour Data 

For Bimetals employees below, determine annualized 2010 wages and hours. Assume no overtime was worked. 
You do not need to enter your results on the Labor Input Sheet. 

 

Bimetals Recycling Company 

Employee Number Payroll through 10/31/10 Weeks Worked 
1 $6,733.80 43
2 10,142.00 43
3* 11,118.00 35
4** 11,467.00 39
5** 10,313.00 39
6*** 760.00 4
7*** 1,400.00 4

 
* This employee worked from 1/1/96 to 8/31/10. 
** These employees began working on 2/1/10 and worked through 12/31/10. 
*** These employees began working on 10/1/10 and worked through 12/31/10. 
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 Work Assignment 3 

Combine Two Fiscal Years to  
Calculate Calendar Year Wages and Hours 

For Plastix Recyclers’ employees below, combine the partial fiscal years wage and hour data to obtain calendar 
year 2010 wages and hours. 

 

Plastix Recyclers (2009-10) 

Employee Fiscal Year  
Ending 8/31/10 

Partial Year  
9/1/09-12/31/09 

Partial Year  
9/1/10-12/31/10 

 Wages Hours Wages Hours Wages Hours
#1 $36,187.00 2,080 $8,995.00 690 $9,050.00 690
#2 14,215.00 1,499 3,450.00 365 3,555.00 375
#3 17,410.00 1,776 4,400.00 453 4,350.00 440
#4 8,756.00 1,225 2175.00 297 2,190.00 306
#5 12,000.00 2,080 2,950.00 690 3,000.00 690
#6 14,414.00 2,080 3,575.00 690 3,600.00 690
#7 9,050.00 1,245 2,215.00 315 2,260.00 320
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Work Assignment 4 

Determine Wages and Hours 

For the following two sites, determine all employees' wages and hours from the information provided. 
Document any calculations and provide a total of wages and hours for each site. 

1. Small Sized Recycling employs four workers. According to the manager, Employee 1 is a yard laborer and 
works an average of a 40 hour/week plus an average of 4 hours overtime per week. The manager also 
indicated Employee 1 is paid $8.07 per hour and time and one-half for overtime. Employee 2 is an area 
manager who is paid $2,500 per month for a full year without any overtime. Employee 3 is a truck driver 
who is paid $12.70 per hour for 10 hours per week to track CRV materials to a processor. Employee 4  
is a yard laborer. Total wages paid at the site are $61,656, and total hours worked are 5,945. 

2. A total of six employees work at Littleton Recycling Center. Worker 1 spends 10 hours per week at the 
recycling center and is paid $6 per hour. Worker 2 works 25 hours per week and is paid $10 per hour. 
Worker 3 spends one hour per week at the recycler and earns $15 each week. Worker 4 and Worker 5 
each work 5 hours every Saturday at a rate of $10 per hour. Worker 6 is the manager who spends 1.5 
hours per day, 6 days per week, at the recycler and estimated her salary at $15.00 per hour. 
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Work Assignment 5-1 
Page 1 of 12 

Determine Wages and Hours from W-2s, DE-3s, and DE-6s 

l. Read W-2 

Construct a worksheet (that would eventually be inserted into the automated cost survey model for a real 
site) to determine Iron & Metal Corporation's wages and hours for each employee. A set of 2010 W-2 
forms are provided, along with two additional tables of employee hourly rates. Determine total wages and 
hours for each employee. 

2. Read DE-3 

Construct a worksheet (that would eventually be inserted into the automated cost survey model) to input 
the following two sites' wages and hours. The first site has employee wages included in a DE-3 form, and 
the second on a DE-6 form. Both sites include an attached list of hours. Assume these results approximate 
results that were consistent throughout the calendar year. 

 Ima Sample Recycler 

 Iman Employee Recycler 

2010
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Work Assignment 5-1 
Page 2 of 12 

2010

2010
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Work Assignment 5-1 
Page 3 of 12 

2010

2010
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Work Assignment 5-1 
Page 4 of 12 

 

2010

2010
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Work Assignment 5-1 
Page 5 of 12 

2010

2010
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Work Assignment 5-1 
Page 6 of 12 

2010

2010
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Work Assignment 5-1 
Page 7 of 12 

 

2010

2010
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Work Assignment 5-1 
Page 8 of 12 

2010

2010
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Work Assignment 5-1 
Page 9 of 12 

 

2010

2010
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Work Assignment 5-1 
Page 10 of 12 

 

 

2010

2010
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 Work Assignment 5-1  
Page 11 of 12 

Iron & Metals Corporation Regular Hourly Rates 

Employee Number Regular Hourly Rate (a) 
1 $6.00
2 $9.55
3 $6.18
4 $7.20
5 $9.93
6 part time employee (b)
7 $8.27
8 $9.27
9 part time employee (b)

10 part time employee (b)
11 $8.81
12 $12.61
13 $9.39
14 part time employee (b)
15 $12.61
16 $6.91
17 part time employee (b)
18 owner (c)
19 owner (c)

 
a. Employees are paid overtime at a rate of 1.5 times their regular hourly rate. 
b. For information on part time employees, see additional payroll information on page 12 of 12. 
c. Rate per hour unavailable. Assume owners worked a full year without overtime (2,080 hours). 
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 Work Assignment 5-1  
Page 12 of 12 

Additional Payroll Information for Iron & Metals Corporation 

According to Iron & Metal's payroll clerk, the following individuals only worked for part of the year. For this 
reason, you could not assume regular time of 2,080 hours per year. Instead, you obtained payroll information 
and found the average pay and hours to be: 

 

Employee No. Name Weeks at 
Company 

Average 
Rate/Hr.a 

Average 
Hours/Week 

6 Garcia, C. 15 $5.00 48
9 Grajeda, J. 7 6.00 55
10 Islas, G. 33 9.00 53
14 Modesto, J. 36 8.24 49
17 Valadez, A. 12 6.00 46

 
a Overtime rates for these part time employees are included in the average rate/hour. 
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2010 2010 

3,000.00 

August 31, 2010 
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Work Assignment 5-2  
Page 2 of 4 

Employee Quarterly Hours for IMA Sample Recycler 

 

Employee Pay Rate Regular 
Hours 

Overtime 
Hours 

L. Curley $6.50 450 9
C. Moe $6.52 460 0
S. Smith $6.00 500 31
B. Boone $22.00 520 35

 
Note: All employees are paid 1.5 times their pay rate for overtime hours worked. 
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2010 2010 2010 
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Work Assignment 5-2  
Page 4 of 4 

Employee Quarterly Hours for Iman Employee Recycler 

Employee Pay Rate 
Regular 

Hours 

Overtime 

Hours 
A. Employee $5.50 91 0
B. Employee $5.50 18 0
C. Employee $5.75 72 0
D. Employee $6.50 100 8
E. Employee $5.50 91 0
F. Employee $6.50 100 0
G. Employee $6.00 60 4

 
Note: All employees are paid 1.5 times their pay rate for overtime hours worked. 
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Work Assignment 6  
Page 1 of 2 

Interpret a Payroll Register 

Review the following register for Recycle Efficient Corporation and complete the following questions: 

1. What are employee number 5's total hours? 

2. What are employee number 6's total 2010 wages? 

3. How many overtime hours did employee number 3 work? 

4. Did employee number 7 work the entire year? 

5. What percentage of employee number 2's wages were overtime wages? 

6. What was employee number 1's regular time pay rate? 

7. What was employee number 4's overtime pay rate? 

8. Which employee who worked overtime was not paid "time-and-a-half 'for overtime wages? 

9. Which employee would you expect was the owner? 

10. Which employee would you expect was the site manager? 
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Work Assignment 6  
Page 2 of 2  

10
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Module 12 
Conducting Labor Interviews 

Objective: 
 Learn how to conduct interviews with site management to determine the proportion of time each 

employee spent handling CRV and other materials 

Key Topics: 
 Conducting labor interviews 

 Inputting site management responses into the automated cost survey model 

 Handling a single recycler versus a dual site, or a single site of a multi-site recycler 

 Minimizing site-management bias and ensuring that each employee’s time is accurately allocated 

Curriculum Materials: 

Reading List/Handouts: 

1. Sample Labor Input Sheet data form automated cost survey model 

2. Labor category definitions 

3. Sample 1 of a recycling site labor interview 

4. Sample 2 of a recycling site labor interview  

Work Assignments: 

1. Conduct labor interview role-playing 

2. Answer labor interview questions 

3. Perform labor allocation exercises 

4. Visit local recycling center 
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Key Topics 

Conducting Labor Interviews 

The survey team should interview site management to determine the percentage of time each employee spends 
handling selected materials at the site. It is important that interviews not be conducted with employees below 
first supervisor level. Also, different supervisors/ managers may need to be interviewed to allocate various 
portions of employees’ activities (e.g., yard, office, management, etc.). In some cases, only the site manager  
may need to be interviewed. It is important to emphasize in the interview that responses should pertain to site 
operations in the relevant calendar year for surveys, which may not necessarily represent current operations. 

You will find that it is difficult to enter a site manager’s responses directly into the Labor Input Sheet of the 
cost model while conducting the interview. In these cases, a hardcopy form must be used to write responses 
during the interview. This hardcopy form is provided as Exhibit 12-1, at the end of this key topics section,  
and can be used to enter responses for two employees (or four employees, if form is printed on both sides).  
The survey team then would later enter responses from the hardcopy form into the Labor Input Sheet of  
the cost survey model. 

Inputting Site Management Responses Into the Automated Cost Survey Model 

The survey team should input results of the interview with site management into the automated cost survey 
model. A “data form” included in the Labor Input Sheet of the cost survey model should be used to input 
results recorded on the labor input hardcopy form. The data form is used to enter information for one 
employee. Each box in the data form corresponds to a question which should be asked of site management 
about the employee. A copy of the data form is included as a handout to this module. 

To launch the data form, click on the button labeled “Enter Employee Data” that is located on the Labor 
Input Form. To complete the data form, the survey team should follow the steps below. Interviewees should 
refer to Exhibit 12-2, following Exhibit 12-1 at the end of this key topics section, which includes letters 
referenced in the steps below. 
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Step I 

Input the employee’s name, position, gross wages (regular and overtime wages), total hours paid 
(regular and overtime hours), and the # employees this entry represents. For example, enter a “1” if a 
single employee, or enter total head count if this represents more than one employee. When possible, 
this information should be based on the payroll records obtained for the site. 

Step 2 

Percent of time that this employee spends at the site. For sites with only one recycler, or dual sites 
(both a recycler and processor), the percent of time allocated to this site should be 100 percent (box A 
in Exhibit 12-1). The model assumes 100% unless you type in something different. 

Where a site includes multiple recyclers, this percentage depends upon the source of wage and hour 
information. Where the source of wages and hours is consolidated for all sites, this percentage should 
equal the percent of time the employee is physically located at the site selected for the survey. Where 
the source of wages and hours is only for the site selected, this percentage should equal 100 percent. 

Step 3 

Ask what percent of time the employee spent working at the recycler, the processor (if a dual site), and for 
any other business (boxes B in the exhibit). If the interviewee does not know, determine whether there is 
another person at the site who could answer the question. If no one at the site knows, then classify the 
employee as unallocated (box C in the exhibit) and move on to the next employee (to classify an employee 
as 100% unallocated, leave the recycler, processor, and other business boxes blank or zero). 

While using the hard copy labor interview form, you must add the percentages you write down in the 
“%PR” and “% Other Business” boxes, and write the total in the “Total % Other Business “ box on the 
hard copy form. When you later key enter the information into the cost model (i.e., on the Labor Input 
Sheet), key enter the sum written in “Total % Other Business”, but leave the “% Processor” field at 0. 

The sum of percent of time allocated to recycler, processor, other business, and unallocated should equal 
100 percent for each employee. If not, the data form will display and error message: “Combined values 
cannot exceed 100%”. Closing the error message will zero out the percentages entered. 

Step 4 

If the interviewee indicates in the previous step that the employee worked at the recycler, ask what 
percent of time was spent as direct yard labor (DYL) versus all other labor (AOL). Input the 
percentage DYL into box D in the exhibit. The model automatically populates the AOL percentage as 
100% minus the DYL percentage. 

DYL activities include those which an individual generally performs in the yard, such as material 
handling-related activities. These include: receiving, sorting, inspecting, weighing, counting, making 
payments, emptying bins, baling, crushing, blowing, shredding, storing, loading for transport, and 
associated routine maintenance and clean-up. 

At dual sites, recycle DYL activities encompass receiving, sorting, inspecting, weighing, counting, 
making payments, emptying bins, and associated routine maintenance and clean-up. Alternatively, at 
dual sites, processor DYL activities encompass crushing, blowing, shredding, baling, storing, loading 
for transport, and associated routine maintenance and clean-up. 
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AOL activities include all non-material handling functions and activities, such as: general yard 
maintenance, directing traffic, supervising yard operations, material transportation-related activities, 
general clerical and administrative functions, office supervising, general site management, and general 
business management. 

If the person being interviewed does not know the split of DYL and AOL, he/she should report all of 
the employee’s time as AOL by inputting “0” in DYL box D. The model then automatically computes 
the percent allocated to AOL by subtracting the DYL percent (in this case, 0) from 100 percent. 

Step 5 

If the interviewee indicates in Step 4 that the employee worked at least some time as DYL, then ask what 
percent of this time was spent working on non-CRV material (e.g., paper) (box E). The % CRV Material 
(box F) is auto-filled by the model (equal to: 100% - % Other Non CRV). The survey team should make 
every attempt to determine this split among non-CRV and CRV material. If the interviewee does not 
know what percent of time is applicable to CRV material versus non-CRV material, do not input any 
percentages; 100% of that employee’s time is automatically unallocated under DYL. 

Step 6 

If the interviewee indicates in step 5 that the employee worked with CRV-type material, ask what 
percent of this time spent on CRV-type material was aluminum/bi-metal and what percent was glass 
(boxes G in the exhibit). There is no need to enter a percentage for CRV plastic because the balance of 
CRV time is automatically calculated by the model as CRV plastic. 

The sum of CRV aluminum/bi-metal, CRV glass, and CRV plastic should always equal 100 percent. If 
the survey team inadvertently entered percentages for aluminum/bi-metal and glass that total more 
than 100 percent, the model will zero out the percentages in CRV aluminum/bi-metal and CRV glass 
(but not display an error message). 

Step 7 

If the interviewee indicates in step 6 that the employee spent time on CRV plastic, ask what percent of 
this time spent on CRV plastics was for PET (plastic #1), and what percent of plastic time was spent on 
HDPE (plastic #2). IF the site handled plastics #3 to #7, ask if the employee spent any measureable time 
on plastics #3 to #7. The total of all plastics should not exceed 100%. Note that less than 20 percent  
of all recycling centers actually reported any quantity of plastics #3 to #7 in 2010, and the volume of 
plastics #3 to #7 has generally made up less than one percent of total statewide CRV plastic volume. 
Thus, it is likely that employee time spent on plastics #3 to #7 will be non-measurable by the interviewee. 
Compare the interviewee’s response for % PET and % HDPE with the relative material weight of those 
two plastics (see Step 9). 

Step 8 

Repeat steps 5 through 7 for recycler AOL. When all information for the employee is entered, click on 
the button “OK (Save Changes)”, which will enter a row on the Labor Input Sheet for the employee  
(or update the row, if this form is used to view an employee’s labor record already entered in the model). 
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Step 9 

Complete steps 1 through 8 for all employees. 

Step 10 

Compare interview results with the CRV material weight reported for the relevant calendar year. Ask the site 
manager to explain any apparent inconsistencies between the interview results and the mix of CRV weight. 

 

The survey team should interview site managers regarding those employees with a large percentage of 
unallocated time to see if site management can better allocate these employees’ time or ask again if there  
is another supervisor at a lower level that might be able to help you. 

Results from information entered into the data form are automatically accumulated in a database which is 
visible as the Labor Input Sheet. The survey team can view the Labor Input Sheet at any time by exiting 
from the data form. 

The survey team also can provide notes or comments for each employee, indicating significant activities 
he/she spent time on (e.g., trucking, sorting, administration, or accounting). Notes are especially critical to 
describe how employees split time between DYL and AOL. To enter a note, the survey team can put the 
cursor in the cell containing the employee’s name and, using the Excel command for Insert: Comment,  
add a note. Notes are identified by a small red dot in the top or bottom right corner of the cell referenced. 

Handling a Single Recycler Versus a Dual Site, or a Single Site of Multi-Site Recycler 

For both a single site recycler and a dual site (i.e., recycler and processor combined), all labor activity 
information for each employee is input into one data form. However, if more than one site of a multi-site 
recycler is included in the processing fee survey, and if an employee works at these different sites, the survey 
team must consider the time spent on the other site as “other business” and must complete a separate data 
form in a separate cost model for each selected site at which the employee worked. Remember that data forms 
are created only for the sites being surveyed; the forms for one employee that works at more than  
one of the sites being surveyed should not be included in the same Excel file. 

Minimizing Site-Management Bias and Ensuring that Each Employee’s Time is Accurately Allocated 

It is important for the survey team to obtain accurate information from site management related to labor activity 
allocation. Results of these interviews are directly applied by the model to labor hours and form the basis for 
allocating all indirect costs of the site. If a site manager appears to be unable to provide accurate or reasonable 
responses, the survey team should either attempt to find another individual who is more familiar with the 
operations, or document in the Site Memorandum the manager’s inability to accurately allocate employees’ time. 

If it is easier for a site manager to simply allocate all employees time using the same percentages for each (e.g., 
using percentages equal to the estimated mix of materials provided for the site activity description form), the 
survey team should try harder to obtain reasonable allocations for each individual employee. Concentrate on the 
differences between each of the employees that do the same job. This effort to focus on each individual separately 
may minimize potential bias from a site manager attempting to represent a site’s costs in a particular way. 
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Schedule 

Estimated module time: 8.75 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Introduce module Lecture 20 

2. Read key topics and handouts Reading 20 

3. Do work assignment #1 – Conduct labor interview role playing Work Assignment 75 

4. Do work assignment #2 – Answer labor interview questions Work Assignment 10 

5. Do work assignment #3 – Perform labor allocation exercises Work Assignment 135 

6. Review results with participants Self Review 25 

7. Do work assignment #4 – Visit local recycling center On-site visit 240 

 Totals 525 
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Exhibit 12-1 

Labor Input Form 
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Exhibit 12-2 

Labor Input Sheet 
A Microsoft Excel “Data Form” 
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Readings and Handouts 

l. Sample Labor Input Sheet data forms from the automated cost survey model 

2. Labor category definitions 

3. Sample 1 of a recycling site labor interview 

4. Sample 2 of a recycling site labor interview 
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Handout 1 
Page 1 of 2 

Sample Labor Input Sheet Data Form 
Automated Cost Survey Model 
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Handout 1 
Page 2 of 2 

Sample Labor Input Sheet Data Form 
Automated Cost Survey Model 
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Handout 2 
Page 1 of 2 

Labor Category Definitions 

Direct Yard Labor (DYL) 

Primary Yard Labor Individual generally working in the yard performing material handling related activities (e.g. 
receiving, sorting, inspecting, weighting, counting, making payment, emptying bins, baling, crushing, 
blowing, shredding, storing, loading for transport, and associated routine maintenance and clean-up) 

Single certified sites, all of the above activities are included 

Dual certified sites (Recycler) all customer transactions, receiving, sorting, inspecting, weight, 
counting, making payment, emptying bins and associated routing maintenance and clean-up) 

Dual certified sites (Processor) crushing, blowing, shredding, baling, storing, loading for transport, 
and associated routine maintenance and clean-up 

All Other Labor (AOL) 

Other Yard Labor Individual generally working in the yard performing non-supervisory support and/or on-material 
handling functions and activities (e.g. general yard maintenance, directing traffic, etc) 

Yard Labor Supervisor Individual generally responsible for assigning work performed by direct and, possibly, indirect  
yard labor employees, and generally supervising yard operations at the site (e.g. yard lead work  
and supervisor) 

Transportation Individual generally performing material transportation related functions and activities  
(e.g. dispatching, driving, etc). This is a business payroll-related employee function/activity  
that is not performed by contract labor. 

Clerical/Administrative Individual generally working in the office performing reception, general clerical, order entry, 
purchasing, secretarial, accounting, personnel, data processing, or other similar types of functions  
and activities (e.g. receptionist, secretary, bookkeeper). 

Office Supervisor Individual generally working in the office responsible for assigning work performed by office  
clerical and/or administrative employees, and generally supervising office operations at the site  
(e.g. office supervisor, accounting supervisor, etc). 

Site Management Individual generally performing overall general site management functions and activities  
(e.g. site manager). 

General Management Individual generally performing general business management functions and activities  
(e.g. lobbyist, president, etc). 

Other Individual generally performing functions and activities not encompassed within the above definitions.
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Handout 2
Page 2 of 2

All Other Materials/Business Definitions 

Single RC Handle Non-CRV type materials, report as All Other Material under Recycler 

Single PR Handle Non-CRV type materials, report as All Other Material under Processor 

Dual RC & PR Handle Non-CRV type materials, report as 50% All Other Materials under Processor. However, if 
actual percentages are available for split between recycler and processor use these actual percentages. 

Other Business Any activity that does not involve handling CRV or Non-CRV type material, i.e. towing service,  
used car sales, truck rental, and sorting activities for the MRF. 

Curbside (CS) Sorting 

If curbside labor is on financials, then report curbside labor time to other business. 
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Handout 3 
Page 1 of 6 

Sample 1 of a Recycling Site Labor Interview 

Contents:  

A. Labor Information: Asking Questions  
B. Explanation of Terms of the Labor Interview Form 
C. Examples of Interview Dialogues 
D. Sample Questions to Ask 

A. Labor Information: Asking Questions 

Purpose: In order to obtain all of the allowable costs of recycling CRV material, it is necessary to know  
not just the financial statement costs, but also the labor costs. To obtain all the allowable labor costs  
of recycling, we need to know how much labor is devoted to recycling of each of the following CRV 
materials: aluminum, glass, and plastic beverage containers as defined in the Public Resources Code.  
If each recycling employee worked 100% of their time recycling CRV material, with equal time devoted 
to aluminum, glass, and plastic, there would be no need for the labor interview. In addition, employees 
may deal with Non-CRV material (newspaper, cardboard, non-ferrous metals, etc.).  

Our cost survey procedures are designed to capture the cost per ton to recycle each of the CRV beverage 
containers: aluminum, glass, and plastic. Bi-metal containers are included with aluminum, because their 
recycled volume is too low to identify separately.  

We seek information from the owner or manager, or other relevant supervisor of the recycling operation 
who knows the time each employee spent on the various materials during the year of the study. In an 
interview, they tell us how much time each employee spent on CRV and Non-CRV material. We enter 
that and other information on a form used to record employee labor percentages, and later we enter the 
same data into the computer model.  

This portion of your training seeks to show you examples of the process of conducting the labor interview.  

B. Explanation of Terms Used on the Labor Input Sheet Data Form 

Employee Name: This is the name of the employee that you are asking about. If you have more than several 
employees who do entirely the same job, you may create a “Super Employee”. You do this by adding  
up the year’s pay, hours, and headcount for each of the employees who make up the “Super Employee”. 

Position: Title or responsibility of employee at the site (e.g., forklift operator; cashier; yard attendant;  
clean-up; yard supervisor) 

Gross Wages: What was the total dollar amount paid to this employee by this employer in 2008? 

Hours Worked: How many hours did this employee work? This figure includes overtime hours, if any. 

# of employees: The headcount represented by this employee. If the record is a named employee or a single 
position, enter a “1”. If the record is for a group of employees that all will be allocated the same way, enter 
the number of actual people that the hours and wages represent. If the record is for contract services, ask 
site management to estimate the number of contract employees that were paid under the contract dollars. 
If management cannot provide the estimate, follow estimating procedure provided by the DOC. 
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Handout 3 
Page 2 of 6 

Site Time: This is 100%. 

% Recycler/% Processor/% Other Business/% Unallocated: Of the hours that this particular employee was 
paid for, what percentage of the time did the employee work for the Recycler? What percentage of time, if 
any, did the employee work for any other business, including the processor at a dual site? The “Other 
Business” category includes that time, if any, that this employee was working in something other than 
Non-CRV / CRV, that is, something that is not recycling. For example, the time that this employee 
works for the Curbside, such as on the Curbside sorting line, would be considered “Other Business.”  

“Other Business” also includes time that this employee worked in a completely different line of work for 
the same employer, such as a real property rental of the employer, or a vehicle rental where, for instance, 
the employer rents out trucks or equipment. “Other Business” could mean an ice cream shop, a towing 
service, used car sales, run by the employer, but “Other Business” does not mean, for example, a part time 
job that this employee has with an employer who is not the Recycling employer.  

Every attempt should be made to ensure that the category “Unallocated” is zero percent. If the model 
shows that this category has more than zero, you should go back and ask further questions or for 
clarification, because the percentages of Recycler, Processor, Other Business, and Unallocated should  
add up to 100 percent. Instances of unallocated time should be avoided. Again, curbside activities,  
such as: collection, sorting, and transporting of curbside material, are always “Other Business.” 

% Direct Yard Labor/Recycler: This category is the percentage of time that the employee, working for the 
Recycler, was utilized in a yard position handling recycling material. Examples of yard positions are: 

 Employee works in the yard, and handles material, including receiving the recycling material (cans  
and bottles, cardboard, paper); sorting the recycling material, inspecting it, weighing it, counting it; 
making payment for the recycling material; emptying bins; baling; crushing; blowing; shredding; 
storing; and loading for transport; associated routine maintenance and clean-up.  

 If the site is dual certified (both a Recycler and a Processor), then Recycler functions are those  
which encompass all customer transactions, such as receiving, sorting, inspecting, weighing,  
counting, making payment, emptying bins, and associated routine maintenance and clean-up. 

 Also, at dual certified sites, the Processor functions encompass the baling, crushing, blowing, 
shredding, storing, loading for transport, and routine maintenance and clean-up associated with  
those functions. 

% All Other Labor (AOL): This category is the percentage of time that the employee, working for the 
Recycler, was utilized in a yard position not handling recycling material or performing other non-material 
handling activities. Examples of AOL positions are: 

 Other Yard Labor: Yard worker who performs non-supervisory support and/or non-material handling 
functions such as general yard maintenance, directing traffic, etc. 

 Yard Labor Supervisor: Someone who assigns work to be performed by the direct yard laborers, 
and/or the other yard laborers; one who generally supervises yard operations, such as: yard lead 
worker; supervisor; etc. 

 Transportation: If an employee, one who does transportation related activities such as: dispatching; 
driving; etc. This is a business payroll-related employee function/activity that is not performed by 
contract labor. 
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 Clerical/Administrative: One who works in the office performing reception, general clerical, order 
entry, purchasing, secretarial, accounting, bookkeeping, personnel, data processing, or other similar 
types of functions and activities (e.g., secretary, bookkeeper). 

 Office Supervisor: One responsible for assigning work done by office clerical and/or administrative 
employees; one who generally supervises office operations at the site office (e.g., office supervisor; 
accounting supervisor; personnel supervisor; etc.) 

 Site Management: One performing overall site management functions and activities (e.g., site manager). 

 General Management: One performing general business management and functions (e.g., lobbyist, 
president, treasurer, vice-president, etc.) 

C. Examples of Interview Dialogues 

The survey team member conducting the interview would have the data form from the Labor Input Sheet 
open (or, at a minimum, enough hardcopies of the data form to record information for each employee.  

Whom to Interview: We will be interviewing employers, or their overall manager or foreman. We may 
interview whomever the owner determines to be knowledgeable. We do want a management or 
supervisory person that knows how the overall employee labor was allocated among the material 
categories during the year under study. For surveys conducted during 2011, our survey will be asking 
about labor allocations of each employee during calendar year 2010. 

The data we gather will be used to determine the processing fee and payment effective January 1, 2012, 
and the handling fee effective July 1, 2012. The processing fee payment is defined in PRC Section 
14518.5. In general, the processing fee is a payment that certified recyclers receive from processors in 
order to provide economic recovery (recycling) of a particular CRV material, when the scrap value of  
that CRV material is too low to otherwise make recycling economically feasible. 

The handling fee is defined in PRC Section 14513.4. In general, a handling fee is an amount paid to an 
operator of a supermarket site, a rural region recycler, or a nonprofit convenience zone recycler that is 
located in a convenience zone, for every beverage container redeemed by the operator. 

During the walk-through of the recycling site, use the Site Memorandum. Fill in the blanks as you walk 
around the site, asking questions as necessary, of the manager or manager’s appointed representative. One 
of the main purposes of the walk-through for labor interview purposes is to observe how the site handles 
the recycling materials. It is essential to the labor interview that you understand what duties each 
employee performs. As you ask the labor questions you can refer to what you observed. Also, ask if what 
you observed would have been observed in the year under study, 2010. Ask what changes have occurred. 

Example of Dialogue during a Labor Interview: 
Surveyor: What materials do you recycle at the recycling, or buy-back, center? 

Recycling Manager: We take back cardboard, newspaper, white paper, mixed paper, and the CRV aluminum, 
CRV bi-metal, CRV glass, and PET. Now, of course, we take plastics #2 through #7 as well. 

Surveyor: We’ll be asking about recycling activities in 2010. We have the list you provided us showing the 
employees who worked at the recycling center during 2010. Let’s take the first name, here, which is the 
cashier. Could you describe Cashier’s job in 2010? 
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Recycling Manager: Cashier was the recycling cashier. He works in that booth over there. As the attendant 
weighs the material a ticket is automatically printed. The customer takes the ticket, which is a receipt, to 
the cashier stand. Cashier checks the receipt and pays the customer. 

Surveyor: Did the Cashier do anything else in 2010? (looking at the Labor Input Sheet data form boxes 
marked %Recycler, %Processor, %Other, %Unallocated). For instance, did the Cashier do work on the 
processor side, or in some other part of the yard, such as working with the paper recycling? 

Recycling Manager: No. We do get a lot of paper, but he works strictly in this area of the buyback as a cashier. 

Surveyor: Was this the case in 2010? 

Recycling Manager: Yes. 

Surveyor: What percent of Cashier’s time was spent with Non-CRV versus CRV material?  

Recycling Manager: He spent about two-thirds of his time with paper and other Non-CRV. 

Surveyor: Of his CRV time, what percentage was spent with aluminum and bi-metal? 

Recycling Manager: That’s easy. I’d say that over two-thirds of our customers are carrying aluminum.  
So, say, 70% of Cashier’s time was spent with CRV aluminum. Very few customers bring in bi-metal,  
so I can’t even guess what that might be.  

Surveyor: Okay, I will assume that the 70% represents aluminum and some insignificant amount of bi-metal 
time. Of that 100% CRV time, of which 70% was spent with aluminum customers, how much was spent 
dealing with glass weight tickets? 

Recycling Manager: Glass is about 20% of his time. 

Surveyor: So, of Cashier’s CRV time at the buyback, 70% was with aluminum, 20% for glass, and only  
10% for all of the CRV plastic resins. 

Recycling Manager: Right. Very few plastic customers. 

Surveyor: OK, good. Let’s take the next on the list. You have a person who works as an accountant for you. 

Recycling Manager: Yes. The accountant works full time for us, doing only accounting. 

Surveyor: Was that also the case in 2010? 

Recycling Manager: Yes.  

Surveyor: So the accountant works in the recycling office. 

Recycling Manager: 100% of the time. 

Surveyor: What percent of his time is with CRV versus Non-CRV? 

Recycling Manager: Let’s see. I’d say about half an hour a day. OK, 6% of his time is CRV. 

Surveyor: Of that 6% of his time, how much is devoted to CRV aluminum and bimetal? 

Recycling Manager: Probably only 20%. Aluminum is easy, and bi-metal doesn’t really add any time.  
I’ve watched him. 

Surveyor: OK. What percent of his time does it take to deal with CRV glass? 

Recycling Manager: Glass has more to it. So, 60% of his CRV time is handling CRV glass accounting. 

Surveyor: And, so for all the CRV plastic, he’s spending 20% as well. 

Recycling Manager: That sounds right, 20% of his time. 

Surveyor: The next one I want to ask about is the weigh master. 
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Recycling Manager: We have two weigh masters. They each do the same job. 

Surveyor: OK. Do they only do the weighing? Or, have they other duties? 

Recycling Manager: Strictly weighing. 

Surveyor: I see. Do they work with Non-CRV? Or, what percent of their time is CRV versus Non-CRV? 

Recycling Manager: These workers spend about 90% of their time on Non-CRV, and I’ll tell you why. 
Mostly they’re weighing the commercial size paper, cardboard, and the like. About 10% of the time 
they’ll get a customer in a pickup with CRV aluminum, glass, or plastic. 

Surveyor: Of that CRV material, what percent of the time is the weigh master dealing with aluminum  
and bi-metal, what percent glass, what percent all plastics? 

Recycling Manager: Their jobs are mostly aluminum, about 70% aluminum, 10% glass, very few  
big loads of glass, and 20% plastic. As I’ve said, bi-metal doesn’t really add to the aluminum total. 

Surveyor: Thank you. We’re done with the accountant. 

D. Sample Questions to Ask 

1. If Percentages in Interview Do Not Match Observation 

1. Today, we’ve observed more Non-CRV material activity than the interview would suggest.  
Has this changed since last year? 

2. I see a lot of aluminum can activity today. Was glass recycling busier last year? 

Answers which you might expect include:   

a. This year the cardboard and newspaper recycling has picked up. 
b. Last year we had more bars recycling with us. 

2. If Number of Full-Time Staff Does Not Match Observation 

1. Are all of your full-time staff here today? 

2. Is this a slow, medium, or fast day? 

3. How many shifts do you have? 

4. Is anyone missing, today? 

5. There were quite a few names on the staff list, and few workers, today.  

Answers which you might expect include:   

a. We have some people out sick, today. 
b. The staff list includes part time workers. 
c. We get a lot of turnover on this side of the yard.  
d. This shift is not fully manned. 
e. We had more workers last year. 
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3. If Need to Keep Executive Salaries Confidential 

1. Explain that you understand their desire to keep certain salaries confidential. 

2. Ask them to cover or mark out the names, but describe their function, on the copy of the salaries 
which you are to receive. 

Answers which you might expect include:   

a. We still don’t want to give out the salaries. 

Sample Response: If you will read off the amounts, I will designate the executive by a number in the 
Employee Name box. All I need is the function, wages, and hours worked. 
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Sample 2 of a Recycling Site Labor Interview  
Recycling Site of a Dual Site (a certified processor also located at this site) 

Surveyor: What materials do you recycle at the recycling, or buy-back, center? 

Recycling Manager: We take back cardboard, newspaper, white paper, and some scrap aluminum, in 
addition to the CRV aluminum, CRV glass, and CRV plastic. Last year, 2010, we took PET plastic and 
HDPE. We also take a small amount of bi-metal. 

Surveyor: We’ll be asking simply about your recycling activities in 2010. We have the list you provided us 
showing the employees who worked at the recycling center during 2010. Let’s take the first name, here, 
(after several employees, the surveyor comes upon Manuel). Could you describe Manuel’s job in 2010? 

Recycling Manager: Manuel was an attendant. He worked only with CRV. He helped out with aluminum, 
glass, bi-metal when there was any, and plastic. He would inspect the customer’s aluminum, glass, bi-metal, 
and plastic, separating the CRV from the Non-CRV. We separate our materials, except for glass. We pay 
commingled on glass. Then, Manuel would dump the aluminum onto the conveyor. Its weight is 
automatically read, a ticket is issued at the cashier stand, and the customer moves on. For glass, Manuel 
would sometimes help the customer sort by color. Once the material is sorted by color, he inspects it. If it’s 
commingled, he signals the cashier. Then, Manuel weighs the glass and dumps it into a 3-yard tilt hopper. 
When those are full, Jesus forklifts them into the bunkers. If there was any bi-metal, Manuel would toss it 
in the bin over in the corner. Manuel sorts out plastics and put them in the bins behind me.  

Surveyor: Did Manuel do anything else in 2010? 

Recycling Manager: Hmm. Well, he was learning to use the front loader bucket to crush glass. When Jesus 
needed a break, and it was slow at the buyback, Manuel would head across the street, the processor side, 
get the front loader, drive back and crush the glass stored in the bunkers. 

Surveyor (looking at the Labor Input Sheet data form boxes marked %Recycler, %Processor, %Other 
Business, %Unallocated): Did Manuel do other work on the processor side, or in some other part of the 
yard, such as curbside, or other business? 

Recycling Manager: No. He works strictly in this area of the buyback, except when he crushes the glass. 

Surveyor: What percent of Manuel’s time was spent crushing the glass? 

Recycling Manager: He spent about 10% of his time doing that. 

Surveyor: Of the time that Manuel spent at the buyback, what percentage of it was in the yard? 

Recycling Manager: Manuel spent 100% of his time in the yard. 

Surveyor: What percent of the time was Manuel dealing with Non-CRV versus CRV material? 

Recycling Manager: There is no Non-CRV, unless you count the commingled glass loads? 

Surveyor: No. That’s not counted as Non-CRV time. So, of his time in the yard, what percent is with aluminum 
and bi-metal? 

Recycling Manager: I’d say a good 60% of Manuel’s time was spent handling CRV aluminum, maybe add to 
that 3% of his time for bi-metal. 

Surveyor: How much of his buyback time was handling glass? 

Recycling Manager: Probably, about 20% for glass.  

Surveyor: So, of Manuel’s CRV time here at the buyback, 63% was with aluminum and bimetal, 20% for 
glass, and 17% for plastic – both PET and HDPE. 
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Recycling Manager: Right. 

Surveyor: OK, good. Let’s take the next name on the list… (after going through a number of employees,  
the surveyor finds the mechanic/forklift person, Jesus). Could you describe Jesus’ job in 2008? 

Recycling Manager: Jesus is our mechanic and forklift driver. 

Surveyor: Did Jesus perform any duties at the recycling center, or buyback?  

Recycling Manager: He picks up the bins and dumps them. For instance, the glass tilt-hoppers,  
when they fill up, Jesus takes them to the bunkers here and dumps the load. 

Surveyor: What other things did Jesus do? 

Recycling Manager: He moves the cardboard bales around; he forklifts the scrap aluminum and  
plastics bins for transport; he works on the machinery, all this across the street. 

Surveyor: Across the street on the processor side. 

Recycling Manager: Yes. 

Surveyor: How much of Jesus’ time is spent on the forklift and in the yard, as opposed to in the office,  
or performing mechanic’s work on the equipment? 

Recycling Manager: His time on the forklift, in the yard, I’d say half his time. 

Surveyor: OK. When Jesus is in the yard, driving the forklift, how much of his time is spent dealing  
with CRV material versus Non-CRV material? 

Recycling Manager: He does a lot of moving of cardboard, newspapers and the scrap metal. Moving the 
CRV stuff is efficient. I’d say Jesus spends about 70% of his yard time handling Non-CRV. 

Surveyor: Of the CRV material, what percentage of Jesus’ time is spent with aluminum and bi-metal? 
Assume Jesus’ time spent with CRV material is a hundred percent. 

Recycling Manager: I’d say he spends three times the time on aluminum as he does on plastic or glass.  
So, 60% of his CRV time is handling CRV aluminum cans. We don’t get much bi-metal to move 
around, so I’d stick with 60%. 

Surveyor: And, glass? How much of his CRV time is spent on glass? 

Recycling Manager: About, let’s see, about 20% of his time. 

Surveyor: So, of CRV time, Jesus spends about 60 percent on aluminum, 20 percent on glass,  
and 20 percent on PET and HDPE plastic. 

Recycling Manager: Right. 

Surveyor: Of the time that Jesus spends in the office, or in the shop doing mechanical repair and 
maintenance, what percent of that time is Non-CRV versus CRV? 

Recycling Manager: It’s got to be the same. He spends most of his time on the forklift, and that thing is  
the same split. It’s 70% for Non-CRV, and 30% for CRV. Same with the little paperwork that he has. 

Surveyor: I see. So, of the 30% CRV, what portion, assuming CRV to be 100%, what portion is spent  
on aluminum/bi-metal, glass, and plastic. 

Recycling Manager: Again, the same. His job is 60% aluminum (including bi-metal), 20% glass,  
and 20% PET and HDPE plastic.  

Surveyor: Thank you. We’re done with Jesus. 
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1. Conduct labor interview role-playing 

2. Answer labor interview questions 

3. Perform labor allocation exercises 

4. Visit local recycling center 
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Conduct Labor Interview Role-Playing 

For this role-playing exercise, each trainee should conduct a labor interview of a site manager. One 
interviewer will interview the site manager from Raider Recycling. For this interview the site manager from 
Raider Recycling should use employee information shown in pages 3 through 7. The roles then should be 
reversed, and the other trainee will interview the site manager from 49er Recycling who will use the employee 
data on pages 9 through 14. 

For each recycler, enter all labor hour interview responses into the cost model. At the end of this exercise, 
two separate cost models should have been populated with labor data, one for Raider Recycling and one for 
49er Recycling.  
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Raider Recycler 
Site Manager Information 
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Raider Recycler 
Site Manager Information 
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Raider Recycler 
Site Manager Information 
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Raider Recycler 
Site Manager Information 
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Raider Recycler 
Site Manager Information 
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49er Recycler 
Site Manager Information 
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49er Recycler 
Site Manager Information 
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49er Recycler 
Site Manager Information 
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49er Recycler 
Site Manager Information 
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49er Recycler 
Site Manager Information 
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49er Recycler 
Site Manager Information 
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Answer Labor Interview Questions 

Select the best answer: 

1. Labor interviews should be: 

a) Conducted with each employee 
b) Conducted with site management, and, where necessary, with different supervisors and manager 
c) Conducted with below first supervisory level personnel 
d) Conducted only for employees who worked on direct yard labor for the site 
e) Reflective of current calendar year operations. 

2. "Percent of Site Time" refers to: 

a) Percentage of time an employee spent at the recycler 
b) Percentage of time an employee spent at the processor 
c) Percentage of time an employee spent on other business 
d) Percentage of time an employee worked at multiple recyclers 
e) Percentage of time an employee worked at the site surveyed. 

3. If the % Recycler and % Processor on the data form do not add up to 100%, then: 

a) % Other plus % Unallocated will equal 100% 
b) % Other will equal 100% 
c) % Other plus % Recycler will equal 100% 
d) % Unallocated plus % Recycler plus % Processor will equal 100% 
e) % Unallocated plus % Other plus % Processor plus % Recycler will equal 100%. 

4. Direct yard labor time is not: 

a) Split between non-CRV and CRV materials 
b) Related to time spent on activities including handling and sorting materials brought in by consumers 
c) Necessarily allocated the same way for recycler and processor activities at a dual site 
d) For CRV materials, split between aluminum, glass, and plastic 
e) Allocated for both recycler and processor activities. 

5. Which is always true when conducting labor interviews? 

a) The sum of CRV aluminum/bi-metal, CRV glass, and CRV plastic always equals 100 percent 
b) Net wages and only regular hours should be obtained 
c) An error will be identified in the input check area of the data form immediately when the hours  

paid exceed 2,080 
d) The sum of time in the % Recycler, % Processor, and % Other Business boxes should equal 100% 
e) Emphasize to the interviewee what the relevant calendar year timeframe is for determining the 

appropriate responses. 



Module 12 

Department of Resources Recycling and Recovery Page 12.42 CalRecycle 

 Work Assignment 2 
Page 2 of 2 

6. Which is false concerning labor interviews? 

a) They are conducted in order to determine how much time each employee spends on activities at the site 
b) The allocation percentages identified for all employees are used to calculate BCI and AMI percentages 
c) The survey team must use the automated model simultaneously while simultaneously conducting the interview 
d) It may be necessary to write notes for some employees, indicating activities he/she spent time on 
e) Results of the inputs made on the data form are automatically accumulated into the Labor Input Sheet 

7. Which is not a question that should be posed to site management? 

a) What portion of the employee’s all other labor CRV processor time was unallocated? 
b) What percent of time did the employee spend working at the recycler, processor,  

and/or another business? 
c) If the employee worked at the recycler, what percent of time was spent on direct yard labor  

versus all other labor? 
d) What percent of time did the employee spend at the site? 
e) What percent of time spent on CRV material was aluminum, glass, and plastic? 

8. Results of the labor allocation interviews are: 

a) Multiplied by wages and summed for each employee to obtain wages allocated to each CRV material 
b) Multiplied by wages and summed for each employee to obtain totals used in determining BCI and 

AMI percentages 
c) Used primarily to determine which employees performed the same activities 
d) Used primarily to determine the wage per hour for each employee 
e) Used primarily to identify employees who did not work at the site. 

9. When a site manager does not know how to allocate an employee’s time, the survey team should: 

a) Ask which other employees the worker hangs around with on-site 
b) Ask if you can allocate the employees time based on the mix of redemption weights 
c) Try to find a supervisor who knows exactly how to allocate the employees time 
d) Estimate allocation percentages for the site manager 
e) Inform the site manager that the employee will be automatically allocated by the model. 

10. Interviewer should not try to: 

a) Probe a site manager by asking questions concerning each allocation percentage 
b) Derive any allocation percentages using their own best judgment 
c) Allocate employee’s time to each activity 
d) Group like employees 
e) Separate direct yard labor and all other labor activities. 
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Perform Labor Allocation Exercises 

For each problem below, use the information provided to complete a data form(s) for each employee. 
COMBINE all of your answers to this assignment into a single Labor Input Sheet. Use the data form to enter 
all employees. For each employee you enter, assume the following: (1) annual wages are $10,000, (2) annual 
hours worked are 1,000, and (3) percent of site time is 100. There are 22 total employees you will enter in the 
labor input form, one for each of the 22 questions. Also, open the Site ID and Volumes tab and enter 
"RC1111" and "PR2222" as the Recycler Cert # and Processor Cert #. 

Problem 1: 

The site is one RC. The employee spent time receiving and weighing CRV material. The reported amount of 
time spent on each CRV material type was as follows: 75% aluminum/bi-metal, 20% glass, and 5% plastic. 
100% of the employee’s time spent handling plastic was PET. 

Problem 2: 

It is dual site, with both the RC and PR included in the processing fees survey. The employee spent 
75% of the time at the PR and 25% of the time at the RC. While at the RC, the employee weighed  
and received material, with 25% of the time spent receiving newspaper. Of the remaining 75% of time,  
the employee spent time receiving and weighing CRV materials as follows: 65% aluminum/bi-metal, 
25% glass, and 10% plastic. 90% of the plastic time was PET, and the remaining was HDPE. While at 
the PR, the employee crushed and sorted glass.  

Problem 3: 

It is a site with 2 RCs and one PR, and only RC 1 is included in the survey sample. The employee worked 
25% of the time at RC1, 25% of the time at the other RC, and 50% of the time at the PR. While at  
RC I, the employee supervised yard labor. The interviewee did not know the percent of time by material 
category. While at the PR, the employee sorted and stacked copper wire and aluminum scrap metal. 

Problem 4: 

The site is one RC. The employee worked as a cashier for CRV materials. The interviewee indicated that 
the cashiers’ time was spent as follows: 50% aluminum/bi-metal, 45% glass, and 5% plastic. 100% of the 
plastic time was PET. 

Problem 5: 

It is a dual site, and both the RC and PR are included in the survey. The interviewee did not know 
where the person worked. 

Problem 6: 

It is a site with 2 RCs, and only RC 1 is included in the survey sample. The employee spent time working 
in the yard at both sites, but the interviewee did not know what percent of time was spent at each site. 
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Problem 7: 

The site is one RC, and the employee spent time receiving and weighing material. The employee spent 
99% of the time receiving newspaper. When working with CRV material, approximately 65% of the 
time was spent on aluminum, 25% on glass, and 10% on plastic. 90% of the plastic time was handling 
PET, while the remaining time was HDPE. 

Problem 8: 

The site is one RC, and the employee spent time receiving and sorting glass. The interviewee said that 
100% of the employee’s time was spent on CRV glass. The commingled rate for the RC was 73%. 

Problem 9: 

The site is one RC, and the employee spent 45% of the time as cashier and 55% of the time 
completing shipping reports and logs. While working as a cashier, the employee spent 30% of the time 
on non-CRV material. The remaining time was spent on CRV material as follows: 65% aluminum, 
30% glass, and 5% plastic. 80% of the plastic time was spent handling PET, 15% handling HDPE, 
and 5% handling plastics 3-7. The interviewee did not know the breakout by material category of time 
spent completing shipping reports and logs. 

Problem 10: 

You are surveying just one site. The company that owns this site owns 4 RCs and 2 PRs. Only RC1 is 
included in the processing fee survey. The employee was a forklift operator who worked at RC 1 16% 
of the time, RC2 20% of the time, RC3 12% of the time, RC4 8% of the time, PR1 20% of the time, 
PR2 4% of the time, and 20% of the time was spent at another affiliated business. The financial 
statement did not include wages from the affiliated business. While at RC I, 25% of the time was spent 
on non-CRV material, and, of the remaining 75% of time, 45% was spent on aluminum, 50% was 
spent on glass, and 5% was spent on plastic. All of the plastic time was spent handling PET containers. 
While at both PRs, the employee drives the forklift that moves and loads scrap iron.  
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Problem 11: 

At a dual site, an employee worked 75% at the RC and 25% at the PR. While at the RC, the employee 
spent 90% of the time receiving and weighing material (DYL), and 10% of the time supervising other 
employees (AOL). Approximately 30% of the time was spent receiving and weighing non-CRV 
material. The other 70% of time receiving and weighing materials was spent on CRV materials as 
follows: 25% on aluminum, 60% on glass, and 15% on plastic. Half of the employee’s plastic time was 
spent handling PET, and the remaining was spent handling HDPE containers. The interviewee did 
not know the breakout of time spent supervising other employees by material category. At the PR, this 
employee only worked in the yard crushing glass. The commingled rate for this site in calendar year 
2006 was 50%, so 50% of the time was reported as CRV glass and 50% reported as non-CRV glass. 

Problem 12: 

The site has two RCs, only one of which is included in the processing fees survey. The employee spent 
equal time at each RC. While at the RC included in the survey, 75% of the time was spent on 
cashiering activities, and 25% of the time was spent cleaning up the yard. The cashiering activities only 
encompassed CRV materials, and the estimated breakout of time was 10% on aluminum, 50% on 
glass, and 40% on plastic. All of the employee’s time spent handling plastic was on PET containers. 
These percentages approximated the mix of CRV materials reported at the site for calendar year being 
surveyed. While performing maintenance functions, the interviewee was not sure the percent of time 
spent on each material category. 

Problem 13: 

You are visiting just one site, RC1. The owner of this site owns two RCs and one PR. The employee spent 
60% of the time at RC 1, 20% at RC2, and 20% at the PR. While at RC I, the employee spent 90% of the 
time supervising yard workers (AOL), and 10% of the time as a yard worker (DYL). While working in the 
yard, 25% of the time was devoted to non-CRV materials. While working with CRV materials in the yard, 
50% of time was spent on aluminum/bi-metal, 40% on glass, and 10% on plastic. While supervising other 
employees in the yard, 40% of the time was spent on newspaper. The remaining 60% of time was spent on 
CRV materials as follows: 50% aluminum/bi-metal, 40% glass, and 10% plastic. Half of the employee’s 
plastic time was spent handling PET, and the remaining was spent handling HDPE containers. While at 
the PR, the employee maintained the newspaper baler. 

Problem 14: 

The site is run by Goodwill Industries, which mainly handles donated clothing, furniture, and other goods. 
The employee spent 99% of the time receiving things other than CRV materials. The other 1 % of time 
was spent receiving and weighing CRV material as follows: 40% aluminum, 35% glass, and 25% plastic. 
All of the plastic time was spent handling PET containers. These percentages correspond to the reported 
CRV mix of materials in calendar year 2010. 
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Work Assignment 3  
Page 4 of 4 

Problem 15: 

The site consists of multiple RCs, only one of which is included in the processing fees survey. This employee  
is the president of the company, and the interviewee did not know the breakout of the president’s time. 

Problem 16: 

The site consists of multiple RCs, only one of which is included in the processing fees survey. The employee 
was a bookkeeper that only worked at the RC included in the processing fee survey. The interviewee did not 
know the breakout of time by material category for the bookkeeper. 

Problem 17: 

This is a dual site, and the RC is included in the processing fees survey. The employee spent 50% of the 
time at the RC and 50% of the time at the PR. While at the RC, the interviewee did not know how the 
employee spent time during calendar year 2010. While at the PR, the employee operated the two 
aluminum can balers. 

Problem 18: 

This site consists of four RCs and one PR; two RCs are included in the processing fee survey. The employee 
is an accounting supervisor that oversees the accounting operations at all sites. The interviewee estimates that 
the employee spent time equally at all sites (i.e., 20% at each site). The interviewee did not know the percent 
of time spent in each material category. 

Problem 19: 

The site is one RC, and the employee is the site manager. 

Problem 20: 

The site is one RC, and the employee spent 50% of the time performing cashiering duties and 50% of 
the time directing traffic. That was all the interviewee knew about this employee. 

Problem 21: 

The site is one RC, and the employee is a truck driver for glass containers handled by the RC. The 
interviewee did not know the breakout between non-CRV glass and CRV glass, but the commingled 
rate for the RC was 71%. Thus, 71% was reported as CRV glass and 29% reported as non-CRV glass. 

Problem 22: 

The site consists of two RCs, one of which is included in the processing fee survey. This employee 
worked at the RC that was not included in the survey. 
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Module 13  
Reconciling Labor Costs to Financial Statements 

Objectives: 
 Explain why employee wages must be reconciled with the site's financial statements 

 Describe the labor reconciliation procedure 

Key Topics: 
 Understanding labor reconciliation procedures 

 Using labor reconciliations 

 Reconciling material differences 

Curriculum Materials: 

Reading List/Handouts: 

1. Sample labor reconciliation sheet 

2. Sample labor reconciliations 

Work Assignments:  

1. Perform labor reconciliation exercises 
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Key Topics 

Understanding Labor Reconciliation Procedures 

The survey team must confirm that the source of wages (e.g., payroll register) and source of financial 
information (e.g., financial statements) are for the same period. To do this, survey teams should reconcile labor 
costs obtained from the source of wages to labor costs obtained from the source of financial information. 

The calculation of this reconciliation is provided in a schedule located in the Cost Summary tab of the 
automated cost survey model (a sample labor reconciliation schedule is included as a handout in this module). 
In this schedule, total labor wages from the Labor Input Sheet of the model are compared to total labor costs 
entered on the Cost Input Sheet from the site's financial statements. The difference between the two figures 
is the unlocated difference, calculated as follows: 
 

Calculation Source (cost survey model worksheet name) 

 Labor costs from financial statements  Cost Input Sheet 

- Labor wages Labor Input Sheet 

- Category 1B labor (non-direct wage labor) 
from financial statements              

Cost Input Sheet, cost categories 1B 

= Unlocated difference (ULD).  

The percent ULD is calculated as follows: 

                           ULD 

 Labor costs from financial statements 

Using Labor Reconciliations 

Survey teams should always reconcile labor costs in order to determine that the source documents used for 
each employee's wages is for the same time period as the financial statements used for the site's costs. Potential 
reasons why these two sources may not reconcile include: 

 Sources are for different periods 

 One source is fiscal year and one is calendar year 

 One source reflects partial year data (e.g., payroll information for eight months of the year) 

 Part-time, or temporary, employees are paid cash and were not included in one source 

 Miscellaneous other labor costs (e.g., benefits, insurance) are not identified on the financial statements 

 Errors were made by company (e.g., employees reclassified during year may be incorrectly summarized 
at end of year, EDD forms completed by company may have errors) 

 Labor costs are not correctly imputed (e.g., wages actually paid and shown on financial statements are 
different from wages determined by the survey team for a month that was missing from the payroll register). 

 = ULD%
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Reconciling Material Differences 

Should the unlocated difference be greater than five percent or less than negative five percent of total labor 
costs from the financial statements, it is considered a material difference. Where the difference is material, the 
survey team should determine why and, where possible, adjust either source to reduce the material difference. 
For example, the survey team may have neglected to annualize eight months of wage data to approximate 
calendar year results. Likewise, a laborer wage which was included in the source of financial information, but 
not in the source of wages, may need to be identified. 

When unable to adjust either source, an explanation of the difference should be noted in the Site 
Memorandum under "Problems Encountered." A number of sample labor reconciliations are included as a 
handout to this module. 

 

Schedule 

Estimated module time: 1 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

l. Introduce module Lecture  15 

2. Read key topics, handouts Reading 15 

3. Do work assignment #1 – Perform labor reconciliation exercises Work assignment 20 

4. Review results and check answers Self Review 10 

 Totals 60 
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 Readings and Handouts 

1. Sample labor reconciliation sheet 

2. Sample labor reconciliations 
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 Handout 1 

Sample Labor Reconciliation Automated Cost Survey Model 

Labor Reconciliation 

Source of Labor Costs Cost  

1 Labor Per Financial Information $18,111  Unlocated 
Difference as  
a % of Labor  

per Financial 
Information 

2 Labor Per Labor Input Sheet 13,154  

3 Labor Financial Statement Category 1B 3,777  

4 Unlocated Difference 
(line 1 – line 2 – line 3) 

$1,180  6.52% 
% ULD  

of Labor 

Source: Cost Summary sheet in automated cost survey model 
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Handout 2 
Page 1 of 2 

Sample Labor Reconciliations 

Example 1 

Labor per Financial Statement (financial statements $2,957,307  
are for fiscal year ending Oct. 31, 2010) 

Less: 
Labor per Labor Input Sheet < 2,797,648 > 
Labor Financial Statement Category 1B < 310,448 > 

Unlocated Difference (ULD) < $150,789 >*  

* The difference is the result of using calendar year wage expenses from W-2 forms instead of fiscal year 
information. The recycler stated that wages decreased in the latter part of 2010 due to cutbacks in overtime. 
This result is not considered material. 

Example 2 

Labor per Financial Statement $45,790
Less: 

Labor per Labor Input Sheet < 34,380 >
Labor Financial Statement Category 1B:

Other Labor 9,849
Worker's Comp 4,535

Total < 14,384 > 

Unlocated Difference (ULD) < $2,974 >*

* Per conversation with Gary Payton, Acct., it was noted that wages from the financial statements are a net figure and 
not a gross figure. The difference is the withholdings from the employee's pay. To verify this, I vouched a test week 
and found the total withholdings to be $57 per week. This figure annualized is $57 per week multiplied by 52, or 
$2,964. We added $2,964 to the Cost Input Sheet as a Category 1 B cost. The new reconciliation is as follows: 

Labor per Financial Statement (added $2,964) $48,754
Less: 

Labor Per Labor Input Sheet < 34,380 >
Labor Financial Statement Category 1B:

Other Labor < 9,849 >
Worker's Comp < 4,535 >

Total < 14,384 > 

Unlocated Difference (ULD) < $10 >*

This new ULD is not considered material. 
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 Handout 2 
Page 2 of 2 

Example 3 

Labor per Financial Statement $831,600 
Less:  

Labor per Labor Input Sheet < 615,508 > 
Labor Financial Statement Category 1B:  

Payroll taxes 43,869  
Employee health care insurance 83,396  
Commissions 2,433  
Bonuses 56,013  

Total < 185,711 > 

Unlocated Difference (ULD) $30,381* 

* The business used 800 hours of contract labor for yard work, paying $25 per hour for this labor, for a total 
of $30,000. This contract labor cost is included in the financials, but is not included on the payroll register. 
We interviewed the site manager to determine the allocation of this contract labor hours, and added the 
800 hours and $30,000 of contract labor to the Labor Input Sheet. The new reconciliation is as follows: 

Labor per Financial Statement $831,600 
Less:  

Labor per Labor Input Sheet (includes $30 K contract labor) < 645,508 > 
Labor Financial Category 1B:  

Payroll taxes < 43,869 >  
Employee health care insurance < 83,396 >  
Commissions < 2,433 >  
Bonuses < 56,013 >  

Total < 185,711 > 

Unlocated Difference (ULD) $381* 

Example 4 

Labor per Financial Statement $197,820
Less: 

Labor per Labor Input Sheet < 180,220 >
Labor Financial Statement Category 1B:

Other Labor < 17,595 >

Unlocated Difference (ULD) $5 
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 Work Assignments 

1. Perform labor reconciliation exercises 
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 Work Assignment 1 
Page 1 of 3 

Labor Reconciliation Exercises 

Problem 1 

Use the information below to perform a labor reconciliation for 123 Recycle Company. 

123 Recycle Co. Employees 2010 Gross 
Wages/Salary 

2010 Hours Paid 
No Name 

1 Isabel Legras $16,640 2,080 
2 Leca George 27,600 2,080 
3 Frank Sosa Jr. 27,600 2,080 
4 Frank Sosa Sr. 7,200 2,080 
5 Simon Vigueroa 12,480 2,080 
6 Pedro Alonzo 12,480 2,080 
7 George Flores 16,640 2,496 
8 Gwen Loyd 8,580 1,560 
9 Theresa Sufelt 4,290 780 

10 Rodolfo Mendez 7,800 1,560 
11 Various Labor 38,915 7,783 

  
  
 Total $180,225 26,659 
 

123 Recycle Co. Internally Prepared Schedule of Costs 

Description Amount 
Compensation of officers $74,342
Salaries and wages 105,883
Repairs 3,468
Bad debts 0
Rents 13,244

Payroll taxes 17,595
Personal property tax 79
Income tax - state 600
Depreciation 789
Auto & truck 6,171

Bank charges 3,691
Business promotion 425
Dues and subscriptions 73
Employee relations 183
Entertainment 1,800

Equipment rental 2,060
Hauling fees 5,545
Insurance 24,435

 



Module 13 

Department of Resources Recycling and Recovery Page 13.14 CalRecycle 

Work Assignment 1 
Page 2 of 3 

For problems 2 and 3, use the information provided to calculate the unlocated difference. It is recommended 
that you create and enter appropriate entries into the Labor Input Sheet and Cost Input Sheet of a cost 
model and let the model calculate the ULD. 

2. Wages from the payroll register $1,963,963 
Employee medical insurance 83,486 
Miscellaneous other labor 24,000 
Payroll taxes 171,984 
Worker's compensation 296,545 
Outside labor 67,121 
Temporary yard labor (actually paid, so imputed) 576,778 
Temporary labor - accountant (actually paid, so imputed) 46,922 
Wages shown on financial statements 2,016,121 ULD:_____________ 

3. Wages from the payroll register $369,306 
Worker's compensation 47,301 
Wages shown on financial statements 370,000 
Payroll taxes 30,300  ULD:_____________ 

4. Labor reconciliation is used to: 

a) Confirm that the source of labor wages and source of labor hours are consistent 
b) Confirm that the source of wages and source of financial information are from the same ledger 
c) Confirm that the source of financial information is for the relevant calendar year 
d) Confirm that the source of wages and financial information are for the same relevant period 
e) Flag problems with a site's labor allocation percentages. 

5. The unlocated difference is: 

a) The difference between labor wages and labor hours 
b) The difference between labor wages and category 1B labor from the financial statements 
c) Used to flag an imputed labor cost 
d) The difference between the source of wages and source of financial information 
e) Material only when greater than five percent. 

6. For the labor reconciliation for XYZ Recycler shown on page 3, calculate the unlocated difference as a 
percent of total labor cost from the financial statements. Recalculate the unlocated difference assuming 
you were able to identify an owner's draw from the balance sheet equal to $49,547. 

7. For the labor reconciliation for QRS Recycler shown on page 3, calculate the unlocated difference as a percent 
of the total labor cost from the financial statements. Recalculate the unlocated difference assuming you were 
able to identify an outside labor cost from a temporary agency of $34,637. Note that this outside labor cost 
was not identified on the financial statements nor in the original records obtained for labor wages and hours. 

8. For the labor reconciliation for 007 Recycler shown of page 3, calculate the unlocated difference as a 
percent of total labor cost from the financial statements. What conclusion can you make regarding  
the unlocated difference, assuming that the $1,244,936 was the result of annualizing six months of 
financial information, whereas the source of wages was obtained for the full relevant calendar year? 
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Work Assignment 1 
Page 3 of 3 

Labor Reconciliation for XYZ Recycler 

Labor Reconciliation 

Labor Reconciliation Cost 
Labor per Financial Statement $96,962
Less: 

Labor per Labor Input Sheet < 130,263 >
Labor Financial Statement Category 1B < 12,597 >

Unlocated Difference (45,898)

 

Labor Reconciliation for QRS Recycler 

Labor Reconciliation 

Labor Reconciliation Cost 
Labor per Financial Statement $772,882
Less: 

Labor per Labor Input Sheet < 517,666 >
Labor Financial Statement Category 1B < 257,310 >

Unlocated Difference ($2,094)

 

Labor Reconciliation for 007 Recycler 

Labor Reconciliation 

Labor Reconciliation Cost 
Labor per Financial Statement $1,244,936
Less: 

Labor per Labor Input Sheet < 845,598 >
Labor Financial Statement Category 1B < 73,036 >

Unlocated Difference $326,302
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Module 14 
Allocating Indirect Costs to Beverage Containers 

Objective: 
 Provide an overview of the allowable cost allocation method and approach 

Key Topics: 
 Understanding the basis for allocating labor wages and indirect costs using labor hours 

 Allocating direct and indirect costs 

 Reviewing how the automated cost survey model works 

Curriculum Materials: 

Reading List/Handouts:  

1. None 

Work Assignments: 

1. Use labor hours to allocate indirect costs 

2. Understand allocation of direct and indirect costs 
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 Key Topics 

Understanding the Basis for Allocating Labor Wages and Indirect Costs Using Labor Hours 

Employee hours and the labor allocation percentages input into the data form (on the Labor Input Sheet of 
the cost model) are not necessarily the percentages used to allocate indirect costs. The percentages directly 
input by the interviewer are only components of the actual percentages used to allocate hours. For example, 
the model determines the product of the following six percentages to calculate the recycler’s specific 
percentages for direct yard labor related to a CRV material: (1) Site Time, (2) Recycler, (3) Direct Yard 
Labor, (4) CRV, (5) CRV material type, and (6) site-specific commingled rate for that material type. 

For example, in response to questions asked of site management regarding a specific employee’s activities, 
responses were given for what proportion of time the employee spent on specific activities. Table 1, below, 
shows the responses and resulting allocation of time to CRV aluminum. Assuming the employee worked 
1,000 hours during the year, 600 hours would be allocated to the direct yard labor component (1,000 hours x 
60 percent), 135 hours (1,000 x 13.5 percent) to all other labor, and a total of 735 hours (1,000 hours x 73.5 
percent) would be allocated to CRV aluminum for this employee. 

Table 1  
Calculation of an Employee’s CRV Aluminum Allocation Percentage 

Description DYL (%) AOL (%) Total 
Site Time 100% 100% 
Recycler 100 100 
DYL vs. AOL 80 20 
CRV 100 90 
Aluminum 75 75 
Commingled Rate 100 100

Percentage(a) 60% + 13.5% = 73.5% 

(a) The product of the six percentages in the table. 
 
Note that the same process is used for both direct yard labor (DYL) and all other labor (AOL) components 
for each recycler employee. The sum of DYL and AOL percentages equals the total percentage of hours 
allocated to that material for the employee. 

Labor hours are totaled for all employees into four groups: CRV aluminum, CRV glass, CRV plastic (all 
seven resin types), and other materials/ business. For example, the employee’s 735 hours above, which 
were allocated to CRV aluminum, would be added to hours allocated to CRV aluminum for all of the 
other employees. 

Total site hours for CRV aluminum, CRV glass, and CRV plastic then are used to calculate Beverage 
Container Indirect (BCI) percentages. Totals for CRV aluminum, CRV glass, CRV plastic, and other 
materials/ business are used to calculate All Materials Indirect (AMI) percentages. 
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Note that site specific commingled rates are applied to allocation percentages before they are used to allocate 
indirect costs. 

Each employee’s wages are directly allocated to each CRV material based on that employee’s allocation 
percentages. For example, at the site above, an employee with gross wages of $20,000 would have $14,700 
($20,000 x 73.5 percent) of his gross wage directly allocated to CRV aluminum. 

Allocating Direct and Indirect Costs 

Direct and indirect costs allocated to each CRV material are summed to determine a site’s total costs for each 
material. Direct costs (as discussed in Module 9) are identified during the cost interview with site 
management, while indirect costs, identified in the same interview with site management, are allocated to 
CRV materials using labor hours (either BCI or AMI percentages). 

During cost interviews with site management, survey teams separately identify total costs from each of the 
allowable cost categories into one of the following: 

 CRV type aluminum cans  

 CRV type glass containers  

 CRV type plastic containers  

 BCI – beverage container indirect 

 Other materials/business  

 Recycler AMI – all materials indirect. 

Costs identified by the team as direct CRV aluminum, CRV glass, CRV plastic, and other materials/business 
costs are totaled into their respective groups. The team should also identify costs as either BCI or recycler AMI 
costs, which, along with the remaining all locations AMI costs, are indirect, and allocated by the cost model 
using labor hours. A schematic of this methodology is provided in Exhibit 14-1. 

Reviewing How the Automated Cost Survey Model Works 

To allocate indirect costs of a site, the cost survey model calculates BCI percentages and AMI percentages for 
the recycler. To determine the BCI percentages the model first sums, for each CRV material, the labor hours 
allocated to that material. For each CRV material the model divides labor hours allocated to that material by 
total labor hours allocated to all three CRV materials. For example the aluminum BCI percentage would equal: 

Aluminum BCI (%) = 
Total labor hours allocated to CRV aluminum
Sum of labor hours allocated to CRV aluminum, 
CRV glass, and CRV plastic.

The model also sums the labor hours allocated to each CRV material and to other material/business. To 
determine AMI percentages for each material, the model divides labor hours allocated to that CRV material 
by total labor hours allocated to CRV materials and other materials/ business. For example the aluminum 
AMI percentage would equal: 
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Aluminum AMI (%) = 
Total labor hours allocated to CRV aluminum
Sum of labor hours allocated to CRV aluminum,  
CRV glass, CRV plastic, and other materials/business. 

Additionally, for all locations AMI costs, the model splits these costs into AMI costs for each site also using 
labor hours. The cost is then treated as an AMI cost for that site. For example, assume a site's hours are  
split 60 percent recycler and 40 percent processor labor hours. An all locations AMI cost of $1,000 would  
be split into an AMI cost of $600 ($1,000 x 60 percent) for the recycler, and an AMI cost of $400 ($1,000 x 
40 percent) for the processor. The $600 recycler cost then treated as an AMI cost, as described above. 

 

Schedule 

Estimated module time: 1.2 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Introduce module Lecture 10 

2. Read key topics  Reading 10 

3. Do work assignment #1 – Use labor hours to allocate indirect costs Work Assignment 30 

4. Do work assignment #2 – Understand allocation of direct and indirect costs Work Assignment 10 

5. Review results with participants Self Review 10 

 Totals 70 
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Exhibit 14-1 

Method of Allocating Costs to CRV Materials 
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Work Assignments 

1. Use labor hours to allocate indirect costs 

2. Understand allocation of direct and indirect costs 
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 Work Assignment 1  
Page 1 of 3 

Use Labor Hours to Allocate Indirect Costs 

You may team up with one or two other training participants to work together on this problem. 

Using the three recycler hour allocation summaries attached on pages 2 and 3 of this work assignment  
(RC 1000, RC 100, and RC 10), calculate the AMI and BCI percentages for CRV aluminum, CRV glass, 
CRV plastic, and, where applicable non-CRV business. Note that the number of employees is 14 (RC 1000), 
13 (RC 100), and 18 (RC 10) for the three sites, respectively. Assume that the site-specific commingled rate 
for all CRV materials is 100 percent (100%). Hint: Examine the hours shown in the columns under the label 
"Total Recycler Hours". 
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Work Assignment 1  
Page 2 of 4 
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 Work Assignment 1  
Page 3 of 4 
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Work Assignment 1 
Page 4 of 4 
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Work Assignment 2 

Understand Allocation of Direct and Indirect Costs 

True or False 

1. ____ All indirect costs are allocated according to AMI percentages. 

2. ____ AMI for other materials/business is equal to the total labor hours allocated to other materials/business 
divided by the sum of labor hours allocated to all CRV materials, and other materials/business. 

3. ____ BCI for aluminum is equal to total labor hours allocated to CRV aluminum divided by the sum  
of labor hours allocated to all CRV materials and other materials/business. 

4. ____ Direct costs are allocated to each CRV material using an allocation basis of labor hours. 

5. ____ Labor wages are allocated by BCI and AMI percentages. 

For problems 6-10, refer to this schedule: 

Total Labor Hours   

 CRV Aluminum CRV Glass CRV Plastic Other Materials/Business 
Employee 1 300 300 200 100
Employee 2 500 500 0 0
Employee 3 250 350 400 0

 

6. ____ The BCI glass percentage equals 38.3 percent. 

7. ____ If Employee 1 was not included, the BCI and AMI percentages would equal each other. 

8. ____ The AMI other materials/business percentage equals 3.3 percent. 

9. ____ Assuming Employee 2 was paid $10 per hour, the wages directly allocated to CRV glass from 
Employee 2 would be $500. 

10. ___ A total of $2,000 of a $10,000 AMI rent cost for the above site would be allocated to CRV plastic. 
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Module 15  
On-Site File Review 

Objective:  
 Detail how to perform an on-site desk review 

Key Topics:  
 Completing the allowable cost survey site file: 

 Site visit procedures 

 Site memorandum 

 Financial cost data 

 Labor data 

 Reviewing workpapers to confirm they are all-inclusive  

 Performing a reasonableness check of survey results:  

 Labor hours allocation percentages (BCI and AMI) 

 Automated cost survey model Review Sheet summary statistics 

Curriculum Materials: 

Reading List/Handouts: 

1. On-site review checklist  

2. Review Sheet sample 

Work Assignments: 

1. Perform desk review of actual site files 
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Key Topics 

Completing the Allowable Cost Survey Site File 

To ensure that information obtained during site visits is complete and correctly assembled into a site file, the 
survey team should review the site file using specific on-site quality control measures. Before leaving a site, the 
survey team should assure that all site visit procedures have been completed, that information needed to complete 
the Site Memorandum is obtained, and that financial cost data and labor data are complete and documented. 

The Cost Survey Site Procedures form (described in module 2) provides a checklist of on-site and off-site survey 
procedures. Prior to leaving the site, the survey team should ensure each on-site procedure is properly indexed 
to a workpaper reference and signed off by the survey team with an initial and date. 

The survey team also should ensure that the Site Memorandum includes information documented in each of 
the following areas:  

 A general description of operations 

 Description of CRV materials handled 

 Source of payroll information 

 Source of financial information 

 Description of why items are direct costed and the approaches used 

 Problems encountered and how these problems were solved 

 Contact name, titles, telephone numbers, and fax numbers.  

Where no information is provided in any one area, interviewers should indicate “none” and include an explanation. 

The survey team should review financial cost data to ensure that the source of the financial information and  
any supporting schedules are included in the workpapers. The survey team also should ensure that cost totals 
from the Cost Input Sheet equal cost totals shown on the source of financial information (e.g., financial 
statements, federal tax returns). The survey team should confirm that allowable costs have been properly 
identified, and that adequate descriptions are provided for any unclear or imputed costs. Finally, the survey  
team should confirm that direct costs are properly identified and footnoted. 

The survey team should confirm wage totals on the Labor Input Sheet (of the cost model) equal totals on  
the site’s source of wage information (e.g., payroll register, W-2 forms), and that hour totals equal totals on 
the site’s source of hour information (e.g., payroll register). Further, the survey team should confirm that 
labor activities have been adequately identified on the Labor Input Sheet.  

Reviewing Workpapers to Confirm They are All-Inclusive 

The survey team should review the site file to determine that all workpapers are included, and that initials and 
dates are provided at the bottom right corner of each workpaper. The survey team should review workpapers to 
ensure that ordering, indexing, cross referencing, and tick-marking are complete and correct for all workpapers. 
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Performing a Reasonableness Check of Survey Results 

The survey team should review all results of the automated survey model. The survey team should compare 
labor hour allocation percentages (i.e., Beverage Container Indirect and All Materials Indirect percentages) to 
the estimated activity split and estimated CRV breakdown information on the Site Memorandum as a check. 
Any major differences should be noted and explained. 

The survey team should use the following guidelines to evaluate results shown on the Review Sheet (a tab in 
the automated cost survey model): 

 Unallocated hours should not exceed three percent (3%) of total site hours 

 Unallocated wages should not exceed three percent (3%) of total site wages  

 Unlocated differences (% ULD) should not exceed five percent (5%) of the labor costs identified  
in the financial information 

 Direct Yard Labor wages per hour should not exceed $20 per hour. 

 All Other Labor wages per hour should not exceed $60 per hour. 

 Total wages per hour should not exceed $32 per hour. 

 

Where possible, the survey team should research and correct any errors that might be found, or provide an 
explanation for any unreasonable results.  

The survey team also should verify that cost per ton results for each CRV material and the cost per container 
are reasonable compared to the estimated deviations determined from the prior allowable cost surveys. The 
survey team should review the percentage mix of containers and hours for aluminum, glass, and PETE plastic 
on the review sheet to confirm that costs and hours are included only for materials recycled at that recycler.  

To assist in reviewing the reasonableness of results produced by the cost model, the survey team and other 
reviewers should reference Cost Survey Quality Control Ranges Reference Chart. This chart provides a number 
of guidelines to assist in identifying potential areas that may require additional review and confirmation, and 
where the site team may need to provide explanation of results in the Site Memorandum.  
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Schedule 

Estimated module time: 1.3 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Introduce module Lecture 10 

2. Read key topics, handouts Reading 10 

3. Do work assignment #1 – Perform desk review of actual site files Work Assignment 30 – 60 

4. Review site files with participants Self Review 30 

 Totals 80 – 110 
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Readings and Handouts 

1. On-site review checklist 

2. Review Sheet sample 
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 Handout 1 

On-site Review Checklist 

RC number, PR number, and site name: ____________________________________________________  

 On-site visit procedures performed (use the Cost Survey Site Procedures form as a checklist) 

 Site Memorandum prepared 

 Labor hours and wages acquired and footnoted 

 Total labor costs on financial statements compared with total labor wages from payroll documentation 

 When possible, labor wages and hours entered into automated model  

 Financial cost data acquired, including source financial statements obtained 

 Allowable costs determined, and documented, and, where possible on-site, entered into the model and 
compared with total costs on financial documentation 

 Direct costs identified and, where possible on-site, entered into the model 

 When possible, automated cost survey model complete 

 Labor costs reconciled (i.e., -5% < ULD < 5%) 

 Reasonableness check of automated model review sheet (summary statistics) performed 

 

Comments: __________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  
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Handout 2 

Review Sheet Sample 
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Work Assignment 

1. Review an actual site file from a prior processing fee survey. Identify issues identified and techniques used 
to develop this site’s cost per ton.
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Module 16  
Office Quality Control 

Objective: 
 Describe how to perform a home office review of a site file 

Key Topics: 
 Reviewing workpapers to see that they are all-inclusive 

 Determining that survey procedures were followed and the site activity description form and  
site memorandum are complete 

 Determining that problems encountered were treated properly 

 Verifying automated cost survey model completeness 

 Reviewing reasonableness of salaries and relationship of wages to hours 

 Determining that costs are verified to a documented source and consistent with financial information 

 Reviewing labor reconciliation 

 Reviewing overall survey results 

 Clearing any review notes 

Curriculum Materials:  

Reading List/Handouts:  

1. Office review checklist  

2. Cost Survey Site File Peer Review Procedures 

Work Assignments:  

1. Review actual site file and present review to all training participants 
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Key Topics 

Reviewing Workpapers to See that they are All-Inclusive 

Senior staff should ensure that all workpapers are included, and that initials and dates are provided at the 
bottom right corner of each workpaper. Workpapers should be reviewed to determine that ordering, indexing, 
and cross referencing is complete and correct for all workpapers. 

Determining that Survey Procedures were Followed and the Site Activity Description Form 
and Site Memorandum Are Complete 

Senior staff should ensure that each procedure was completed, properly indexed to a workpaper reference, and 
signed off with an initial and date by members of the survey team. Senior staff also should assure that the Site 
Memorandum is complete (indexed as B in the site file) and the Site ID and Volumes sheet of the automated 
model is complete. 

Senior staff should verify that the Site Memorandum includes information documented in each of the 
following seven areas: (1) description of operations, (2) description of CRV materials handled, (3) source of 
financial information, (4) specific sources of payroll information, (5) problems encountered and how these 
problems were solved, (6) final review and comments, and (7) a contact person’s name, title, and telephone 
and fax numbers. 

Determining that Problems Encountered were Treated Properly 

Senior staff should analyze problems documented at the site and evaluate how each problem was solved. The 
reviewer should confirm that problem solutions are reasonable, well-documented, and correctly calculated 
(where applicable). Further, senior staff should evaluate any assumptions used in arriving at any solutions. 

Verifying Automated Cost Survey Model Completeness 

Senior staff should confirm that all pages of the output of the automated cost survey model are included in 
the supporting computer documentation pocket. These pages, listed below with the Microsoft Excel tab 
names in bold, should be ordered as follows (note that the footnote sheets are not separately paged): 

 Site ID and Volumes sheet (page C-1) 

 Review Sheet (page C-2) 

 Labor Input Sheet and associated labor footnote sheets (pages C-3.A.1, C-3.B.1, and C-3.C.1) 

 Cost Input Sheet (pages C-4.1) 

 Cost Summary (page C-5) 

 Recycler Direct Costs sheet and direct cost footnote sheets (page C-6) 

 



Module 16 

Department of Resources Recycling and Recovery Page 16.4 CalRecycle 

Where pages are missing from the cost survey model printout, senior staff should indicate this on the review 
note page. A copy of the automated model, the Site Memorandum, and the Site Equipment List for the site 
must be saved to the secure site established for the cost survey. 

Reviewing Reasonableness of Salaries and Relationship of Wages to Hours 

Senior staff should check the wage per hour calculation for each employee located on the Labor Input Sheet 
for reasonableness. Footnotes in the Labor Input Sheet should be checked to better explain employee 
activities. Finally, an assessment should be made as to whether the sites wage and hour information located on 
the Review Sheet of the automated model appear reasonable. 

Determining that Costs are Verified to a Documented Source and Consistent with  
Financial Information 

Senior staff should review financial cost data to ensure that the source of the financial information and any 
supporting schedules are included in the workpapers. A check should be made to ensure that cost totals from 
the Cost Input Sheet equal cost totals shown on the source of financial information (e.g., financial 
statements, federal tax returns). 

Senior staff should review financial information to determine if the appropriate calendar year data were used. 
Allowable costs should be reasonable and correctly categorized. Any site costs not included in the financial 
information source should be properly identified and categorized as imputed costs. 

Senior staff should review all direct cost allocations for reasonableness and accuracy. Direct costs should be 
properly identified and footnoted. 

Reviewing Labor Reconciliation 

Senior staff should confirm that: (1) labor costs from financial statements, (2) labor costs on the Labor Input 
Sheet, and (3) labor costs shown as category 1B are presented on the labor reconciliation sheet and are 
accurate and reasonable. Any site labor costs not included in the site’s financial information source should be 
categorized as imputed costs. Further, senior staff should assess the unlocated difference to determine if it is 
material (i.e., greater than five percent, or less than negative five percent). When the unlocated difference is 
material, senior staff should determine that an explanation is reasonable and properly documented. 



Module 16 

Department of Resources Recycling and Recovery Page 16.5 CalRecycle 

Reviewing Overall Survey Results 

Senior staff should evaluate results presented on the Review Sheet of the model. Labor hour allocation 
percentages (i.e., Beverage Container Indirect and All Materials Indirect percentages) should be generally 
consistent with the estimated activity split and estimated CRV breakdown information on the Site Memorandum. 

Senior staff also should verify that cost per ton results for each CRV material are reasonable compared to 
historical statewide averages, and, where available, consistent with costs per ton from a prior survey of the site. 
The percentage mix of weight, costs, and hours for aluminum, glass, and plastic on the review sheet should be 
evaluated to confirm that costs and hours are included only for materials recycled at that recycler or processor. 
An example of a Review Sheet with values indicating possible errors is included as a handout to module 15. 

Clearing Any Review Notes 

Problems or issues found in the review should be documented on a separate review note sheet, which then is 
attached in front of the site index sheet in the site file. These review notes should sufficiently describe the 
problem or issue and any action to be taken. Senior staff should return the site file to the survey team to 
review, make revisions, and respond to each review note. The survey team will then clear all review notes by 
resolving each problem or issue, by correcting errors, or providing additional information. 

 

Schedule 

Estimated module time: 1.3 Hours 

Outline of Module Technique 
Training Time
(including self 
study) (min.) 

1. Introduce module Lecture 10 

2. Read key topics and handouts Reading 10 

3. Do work assignment #1 – Perform an office review of site files Work Assignment 30 – 60 

4. Review site files with other participants Self Review 30 

 Totals 80 – 110 
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Readings and Handouts 

1. Office review checklist  

2. Cost Survey Site File Peer Review Procedures 
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Handout 1 

Office Review Checklist 

RC number, PR number, and site name:  ____________________________________________________  

Workpapers complete 

 Workpapers completed, dated, and initialed  

 Site visit procedures performed and initialed by survey team 

 Site Memorandum and Site Equipment List prepared 

 Problems encountered and solved 

 Automated model output complete and in sequence 

 Labor data acquired and footnoted 

 Financial cost data acquired 

 Total costs entered into automated model compared with total costs on source of financial information 

 Allowable costs determined, noted, entered into cost model, and documented 

 Direct costs identified, footnoted, and entered 

 Automated cost survey model inputs complete 

 Labor costs reconciled (i.e., -5% < ULD < 5%) 

 Reasonableness check of automated model review sheet (summary statistics) performed 

 Review notes page attached in front of site index 

 

Comments: __________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  

 ___________________________________________________________________________________  
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 Handout 2 
Page 1 of 6 

Cost Survey Site File Peer Review Procedures 

Quality Control (QC) Procedures for the 2011 Survey Year Cost Survey 

QC Process and Responsibilities 
I) The first quality control review is performed by survey team leads according to posted assignments. 

No team lead or member of the survey team is to lead the QC efforts on their own file. First QC is 
the responsibility of a LEAD staff member, but may be delegated 

II) The first QC is returned to the lead assigned the file with the QC comments. 

III) The lead assigned the file addresses all the comments and returns the file to the 1st QC’er for concurrence. 

IV) If there is not concurrence, the lead assigned the file and the person performing the first QC must 
work together towards concurrence on how to address comments. 

V) If two staff can not concur on the proper treatment to clear comments, staff must work with a Audit 
Manager or Project Director to address the comments. 

VI) After all comments are addressed and concurred, the file goes to final QC. 

VII) The staff assigned the file and the lead staff responsible for the quality control review of the file are 
jointly responsible to ensure the file is in a completed and correct form to have the final QC approved. 

Individual File QC Process  

A. File Activity Sheet 
1. Is the certification number and participant name, address, phone, and contact information provided?  

2. Is a survey date listed? 

3. Is a survey history provided on the File Activity Sheet?  

4. Does the survey history indicate dates for initial and survey visits, and is the Site Memorandum date 
consistent with the on-site survey visit date?  

B. Confidential Cost Survey Affidavit 
1. Is the Confidential Cost Survey Affidavit completed and signed by the site owner or site contact?  

2. Is the affidavit initialed and dated by a member of the on-site survey team? 

C. Left Side of Center Divider 
1. Are business card(s) or business card information provided in the proper disk envelope?  

2. Is a softcopy of the cost model, Site Memorandum and Site Equipment List stored on the secure server 
established for the cost survey? Is the automated cost model file named using the proper file name 
standards: 12RC [certification number] “-” [recycler name]? Does the secure server include all files 
documenting the survey: 

a. Cost model 
b. File Activity Sheet  
c. Site Memorandum 
d. Site Equipment List. 
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Handout 2 
Page 2 of 6 

D. File Site Indices (Left and Right Side) 
1. Are the indices consistent with the file (e.g. certification number)? 

2. Are there any blank sheets or unnecessary documents in the file? 

E. Cost Survey File Index Left Side  
1. Does the Cost Survey File Index list the number of pages for each form and are the numbers of pages correct? 

2. Is the certification number and the participant’s name correct and consistent on spreadsheets and forms? 

3. Is the Cost Survey Site Procedures form complete, initialled, and dated? (File Section A) 

4. Site Memorandum (File Section B) 

a. Header: Certification number, participant’s name, and date 

b. General Description of Site’s Location and Operations (Section A) 

1. Explanation in subsection 4 addressed 

2. Narrative in subsection 7 addressed 

c. Description of CRV Materials Handled (Section B) – Are all the following questions  
answered in the Site Memorandum? 

1. How long has the site been in existence? 

2. What types of materials were purchased in the record year? 

3. What changes have occurred since the record year? 

4. Do they operate their own equipment or does someone else ship/freight their material? 

5. How frequently do they ship material? (By material type) 

6. Do they pay transportation charges? 

7. Does the buyer of their material pay for the transportation? 

8. Is there a Scrap Value Deduction (SVD), or are they paid less per pound? 

9. To whom do they sell material? (By material type) 

10. From whom do they purchase material – consumers vs. other recyclers –  
not specific names but how many? 

11. What material types do they purchase from consumers and/or other recyclers? 

12. Is their equipment/vehicle fleet owned or leased? If leased, is the lease from a third party  
or a related parent or subsidiary company? 

13. What equipment is involved in processing CRV material and Non-CRV material? 

d. Specific Sources of Payroll and Financial Information (Sections C & D) 

e. Description of Direct Costing and Special Cost Considerations (Section E) 

f. Problems Encountered and Solutions (Section F) 

g. Contact Person(s) (Section G) 
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Handout 2 
Page 3 of 6 

E. Cost Survey File Index Left Side (continued) 

5. Review processing fee model (File Section C) and compare printed copy and electronic file  
(page numbers refer to printed copy). 

a. Are the Site ID and Volumes and Volume Data sheets complete and correct? 

1. Is the company certification #(s) and name complete and consistent with other forms  
such as Site Memorandum?  

2. Is the Volume Data spreadsheet consistent with source data for recycler and processor volume? 

3. Did the PR report any processor-to-processor volume in the record year? Is it included in the 
Volume Data spreadsheet? Data source? 

b. Is the Labor Input Sheet complete and correct? 

1. Are total gross wages and hours worked that are displayed on the Labor Input Sheet  
(p. C-3.A.1) consistent with labor information? Where? 

2. Are all labor allocation entries consistent with file documentation and labor interview forms? 
Verify accuracy for each line item with labor wages and hours information and labor 
interview allocation notes. 

3. Are total gross wages on the Labor Input Sheet (p. C-3.A.1) consistent with Cost Summary 
Category 1a? Is this the same as (a)? 

4. Is the model’s labor reconciliation (Module 13 and the Cost Summary sheet in the model) 
consistent with labor information and financial statements? Is the reconciliation present? 

5. Are there any imputed (unsupported) labor costs for labor costs actually incurred?  
If so, are they necessary and are comments provided? Is the documentation present? 

6. Is there any unlocated labor? If so, are comments provided in the comments section of the 
Site ID and Volume worksheet? 

7. Check "Error Field" on Labor Input Sheet (column AO) for errors, any result other than 
"OK" should be commented. 

8. Any questions not answered by reviewing notes and explanations? 

c. Cost Input Sheet 

1. Are all Cost Input Sheet entries consistent with financial statements? Verify accuracy of each 
line item. 

2. Are total costs on financial statements consistent with total amounts entered result on the 
Cost Input Sheet? 

3. Are all entries posted to a cost category correct? 

4. Are there any negative cost entries? If so, are comments provided? 

5. Is the primary source of financial information consistent with the Site Memorandum and  
file documentation? 

6. Are there any imputed costs? If so, were these costs that the company actually incurred and 
are comments provided? 
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Handout 2 
Page 4 of 6 

E. Cost Survey File Index Left Side (continued) 

d. Recycler Cost Summary Worksheets 

1. Do results in the Recycler Cost Summary spreadsheet require comments? 

2. Determine the percentage of total costs represented by each cost category and compare with 
the “Expected Ranges” provided in the Cost Survey Quality Control Ranges Reference Chart  
(a separate attachment to these procedures). For any cost category out of expected ranges, are 
comments provided? 

e. Recycler Direct Costs Worksheet 

1. Are there direct costs indicated by the financial statements, specifically the depreciation 
schedule, and the Site Memorandum, that are not entered? 

2. Are direct costs posted for the site? If so, are they documented and reasonable? 

f. Review Sheet 

1. Do results on the Review Sheet require comments? 

2. Determine the absolute difference between the number of containers percentage (must 
calculate this as the CRV material containers divided by total CRV containers) and the  
hours percentage (CRV material hours divided by total CRV hours), and compare to the 
“difference between number of containers and hours” quality control range. Any items  
not within the quality control ranges posted must be commented. 

g. Supporting Worksheets 

1. Are all model supporting spreadsheets properly inserted into the model file? Are all supporting 
spreadsheets inserted into the model to the left of the model spreadsheet referencing the data? 
For example, a supporting Recycler Direct Cost–Allocate spreadsheet (indicated by a “tab”  
in MS Excel) must be to the left of the Recycler Direct Costs spreadsheet. 

2. Are all supporting spreadsheets titled starting with the title of the model spreadsheet 
referencing the data?  

3. Are supporting spreadsheets linked to model spreadsheets they support?  

h. Does the model or the model printouts indicate errors? 

1. Are there any spreadsheet formula errors (#Name?) (#Value!) (#Div/0!)? 

2. Are there any error messages? 

3. Are there any worksheets not printed but necessary to QC file? 

4. Does the printed Review Sheet match the Review Sheet in the file in all cells? 

5. Do all printed pages have the same time and date stamp (only on final QC) 

6. Is a Site Equipment List attached (File Section D) 

After review of the Cost Survey File index Right Side, initial and date Reviewed By box. 
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F. Review Cost Survey File Index Right Side 

1. Review labor/payroll information (File Section 1) 

a. Is documentation provided to staff usable (W-2's, DE-3's, etc.)? 

b. Is a labor summary worksheet provided showing what adjustments were necessary and how they 
were applied? 

c. Are total gross wages and hours worked on the Labor Input Sheet equal to total labor (wages) 
on financial statements? If not, look for a labor reconciliation sheet (which is on the cost model’s 
Cost Summary worksheet). 

d. Is original source documentation provided, including labor interview allocation notes for each 
staff listed? 

e. If a labor summary spreadsheet is provided, is it correctly referenced to original source 
documentation? 

f. Is the labor information correctly entered into the Labor Input Sheet? 

g. Is a labor/cost reconciliation provided, and are any labor/costs adjustments made?  
If so, are they clearly documented and reasonable? 

h. Is curbside sorting labor indicated? If so, is the labor posted as “other business”? 

i. Any questions not answered by reviewing notes and explanations? 

2. Financial Statements (File Section 2) 

a. Are financial statements given to staff usable (check hierarchy of financial statements)?  
If not, are comments provided explaining what records were inspected? 

b. Is a worksheet provided showing any necessary adjustments made and how they were applied  
to determine calendar year financial figures? 

c. Are deviations from calendar year costs’ explained? 

d. Is a depreciation schedule provided, and does it indicate any potential costs that may be  
directly allocated? 

e. Are there any negative costs? If so, are comments provided? 

f. Are total costs on financial statements consistent with total costs in the model Cost Input Sheet? 

g. Any questions not answered by reviewing notes and explanations? 

3. Depreciation Schedule (File Section 3) 

a. Is the depreciation schedule total consistent with the financial statement? 

b. Does the depreciation schedule indicate any property or equipment not related to recycling?  
If so, are they directly allocated to non CRV materials? 

c. Does the depreciation schedule indicate any equipment that should be allocated as a direct cost? 

 

After review of the Cost Survey File index Right Side, initial and date Reviewed By box. 
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Name
 

ID
 

Survey Team Lead 
 

QC Review Notes 

 & InitialWork Paper 
Page Description 

   

   

   

   

   

   

   

   

Check box and initial when correction(s) has been made. QC’d By: Date: 

Page ____ of ____ 
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Work Assignments 

1. Review actual site files and present review to all training participants 
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Work Assignment 1 

Review Actual Site Files and Present Review to All Training Participants 

You will be given a completed site files from a prior processing fee allowable cost survey, and asked to review 
and present the site to all of the other training participants. You will have about five minutes to present each 
site review. Provide the name and a brief description of the site, and then present any characteristics about the 
site that you find relevant to issues arising during a cost survey. This may include problems and solutions 
presented in the Site Memorandum, unusual characteristics of the site that may have made the on-site survey a 
bit difficult, and other issues you believe the other participants should know about. 
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