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TECHNICAL COLLEGE SYSTEM OF GEORGIA 

ACCOUNTING PROCEDURES MANUAL

This procedure applies to technical colleges and system office

11.4  
Indirect Cost
General 

Indirect costs represent the expenditures of doing business that are not easily identified with a particular grant or contract but are necessary for the general operation of the organization to conduct the normal business functions. Indirect cost rates are used to distribute those cost to benefiting revenue sources.

Indirect Cost Rate

An indirect cost rate is a mechanism to fairly determine the portion of organizational administration costs that each program should bear. An indirect cost rate represents the ratio between the total indirect costs and direct costs after reclassifying and/or excluding unallowable costs and extraordinary or distorting expenditures (i.e., capital expenditures).
Determination of Indirect Cost Rate 

The cognizant Federal agency is responsible for approving indirect cost rates for recipients based on an indirect cost proposal submissions. The Technical Colleges indirect cost rate proposals are approved by the United States Department of Health and Human Services.  The Technical College should print out the Simplified Method example to utilize as a guide as well as the Certificate of F & A Costs and the OMB Circular A-21. The website for the United States Department of Health and Human Services is https://rates.psc.gov/fms/dca/c&u.html   
