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Indirect Cost Rates
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Indirect Cost Definition

§200.56 Indirect (facilities & administrative (F&A)) 
costs.

Indirect (F&A) costs means those costs incurred for a 
common or joint purpose benefitting more than one cost 
objective, and not readily assignable to the cost 
objectives specifically benefitted, without effort 
disproportionate to the results achieved. To facilitate 
equitable distribution of indirect expenses to the cost 
objectives served, it may be necessary to establish a 
number of pools of indirect (F&A) costs. Indirect (F&A) 
cost pools must be distributed to benefitted cost 
objectives on bases that will produce an equitable result 
in consideration of relative benefits derived.
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Indirect Cost Rate

§200, Appendix VII

Indirect cost rate is a device for determining in a 
reasonable manner the proportion of indirect 
costs each program should bear. It is the ratio 
(expressed as a percentage) of the indirect costs 
to a direct cost base.
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Indirect Cost Rate
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• Page 40 – Indirect 
Cost Rate 
Budgeting and 
Application 
Guidance
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Indirect Cost Rates – Audited Data
DE 46 Annual Financial 

Report
Audited Financial 

Statements
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Indirect Cost Rates – Audited 
Data
• §200, Appendix VII – requires the following 

documentation:  A copy of the financial data 
(financial statements, comprehensive annual 
financial report, executive budgets, accounting 
reports, etc.) upon which the rate is based.  
Adjustments resulting from the use of unaudited
data will be recognized, where appropriate, by the 
Federal cognizant agency for indirect costs in a 
subsequent proposal.

• Final Financial Statements are due December 31st

• Any adjustments to DE 46 for final financial statement 
preparation must be provided to Financial Review by 
Fund-Function-Object.
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Indirect Cost Rates – Audited 
Data

10



Richard Woods, Georgia’s School Superintendent | Georgia Department of Education | Educating Georgia’s Future 

Indirect Cost Rates – Audited 
Data
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3 OPTIONS
By signing this document, I certify the information provided is accurate and 
complete, and the expenditures/expenses provided in the adjusted column are in 
agreement with the final financial statements presented for audit that are due on 
or before December 31 of each year to the Georgia Department of Education and 
the Department of Audits and Accounts. 

By signing this document, I certify there are no adjustments to the DE 46 FY 2019 
Financial Report transmitted to the Georgia Department of Education.

By signing this document, I certify that the BLANK School District/State 
Charter/RESA will not utilize Indirect Cost in FY 2021 and therefore will not provide 
information in order to calculate a negotiated Restricted and Unrestricted Indirect 
Cost rate.
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Indirect Cost Rates – Audited 
Data
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• But that is STILL not audited 
data……

• What if there are proposed and 
accepted audit adjustments?
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Indirect Cost Rates – Audited 
Data

13

Clearance Letter will include 
statement advising Superintendent of 
the responsibility to provide audit 
adjustments to Financial Review

Format of audit adjustments must be 
Fund, Function, Object Code
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Indirect Cost Rates – Audited 
Data

14

Federal guidelines require the indirect cost rate 
to be calculated with final, audited financial data.  
The FY 2021 indirect cost rate is calculated 
using the financial data provided for fiscal year 
ended June 30, 2019.  It is the school 
system’s responsibility to ensure any 
proposed and accepted audit adjustments to all 
expenditure accounts are provided to the 
Financial Review Division, disaggregated by 
fund, function, object. 
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Indirect Cost Rates – Audited 
Data
• Worksheet included in Portal
• Complete with DE 46 Adjustments Due 

January 15, 2020
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Indirect Cost Rate
To Access Indirect Cost Reports for FY 2020:
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Budgeting for Indirect 
Costs
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Budgeting for Indirect Cost

19

• Determine the portion of the total 
allotment that can be budgeted for 
indirect cost.

• Example:  Allotment is $100,000

• How much of that $100,000 can be 
budgeted for Indirect Cost?
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Indirect Cost Budgeting
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Budgeting for Indirect Cost

21

• Why can’t you apply the rate directly 
to the total allotment after 
exclusions?

• The indirect cost is not in addition to 
the allotment.  

• If expenditures totaled $85,000, 
there would be no room for indirect 
costs to be charged.
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Budgeting for Indirect Cost –
Example of Incorrect Calculation

22

Allotment After Exclusions $85,000.00

Indirect Cost Rate of 2.51% $85,000 X .0251

Incorrect Calculation of IC $2,133.50

Amount for Other Expenditures $82,866.50

IF EXPENDITURES TOTALED $82,866.50

Indirect Cost Cannot be More Than $82,866.50 X .0251

Indirect Cost if Incorrect Calculation $2,079.95
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Indirect Cost Rates to 
be Applied by Fiscal 

Year
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Application of Indirect Cost 
Rate in Budget and Actuals

24

• 2 CFR

• APPENDIX VII TO PART 200—STATES AND LOCAL

GOVERNMENT AND INDIAN TRIBE INDIRECT COST

PROPOSALS

• Final rate means an indirect cost rate 
applicable to a specified past period which is 
based on the actual allowable costs of the 
period. 
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Application of Indirect Cost 
Rate in Budget and Actuals
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Indirect Cost Rate Application

26

NOTE: The information below may require a change in 
procedures for some districts.

• MUST apply rate by fiscal year.

• Grant Period: July 1, 2019 – September 30, 
2019

• Includes two fiscal years:
• July 1, 2019 – June 30, 2020 (FY 2020)
• July 1, 2020 – September 30, 2020 (FY 2021)

• Applicable Rates include FY 2020 Rate and 
FY 2021 Rate
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Indirect Cost Rate Application

27

OPTIONS:
• Apply the rate to budgeted expenditures by fiscal 

year. July 2019 – June 2020 will use the FY 2020 
rate, July 2020 – September 2020 will use the FY 
2021 rate.

• The district can choose to apply the smaller of the 
two rates to the entire 15-month grant period. We 
should have the FY 2021 rates by March 2020, and 
the district can do an amendment.

• The district can cut-off the grant award period as of 
June 30, 2020 as long as the grant award has been 
expended to the point carryover is allowed for the 
remaining allotted funds.
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Indirect Cost Budgeting

28

We currently only have the FY 2020 Rate:

• Initial Budget will utilize the FY 2020 Rate for the 
total allotment.

• FY 2021 Rate will be available in March 2020.

• Determine the portion of the allotment that will be 
spent in the 3 months within FY 2021.

• Amend the budget with 2 Indirect Cost Line Items 
and indicate which period the budgeted cost is 
aligned.



Richard Woods, Georgia’s School Superintendent | Georgia Department of Education | Educating Georgia’s Future 

Indirect Cost Budgeting

29

This will need to 
be calculated for 
the Grant 
Amount for July 
– June and the 
Grant Amount 
for July -
September
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Applying Indirect Cost 
Rates to Actual 
Expenditures
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Applying the Rate to Actual 
Expenditures

31

Indirect costs are those that have been incurred for 
common or joint purposes. These costs benefit more 
than one cost objective and cannot be readily identified 
with a particular final cost objective without effort 
disproportionate to the results achieved. After direct 
costs have been determined and assigned directly to 
Federal awards and other activities as appropriate, 
indirect costs are those remaining to be allocated to 
benefitted cost objectives. A cost may not be allocated 
to a Federal award as an indirect cost if any other cost 
incurred for the same purpose, in like circumstances, 
has been assigned to a Federal award as a direct cost.
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Applying the Rate to Actual 
Expenditures

32

• Indirect Costs are proportionally related to the 
direct costs incurred for the grant.

• Budgeted Indirect Cost are the maximum amount 
that could be earned, based on the allotment.

• Indirect Costs are determined by applying the rate 
to the expenditures incurred.
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Applying the Rate to Actual 
Expenditures
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Example – Indirect Cost Rate is 2.51%:

Total Grant 
Budgeted

$100,000

Less Exclusions $15,000

Equals Modified 
Total Direct 
Costs

$85,000

Less Amount 
Subject to 
Indirect Costs 

$82,919

Total Indirect 
costs Budgeted

$2,081

Total Grant 
Expended

$90,000

Less Exclusions $10,000

Equals Modified 
Total Direct 
Costs

$80,000

Indirect Costs 
Applied

$2,008

Total Indirect 
costs Budgeted

$2,081
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Applying the Rate to Actual 
Expenditures

AMOUNT BUDGETED AMOUNT EXPENDED

34

THESE AMOUNTS WILL NOT EQUAL UNLESS 
100% OF THE GRANT ALLOTTED FOR DIRECT 

COSTS IS EXPENDED
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Application of the Rate to Actual Expenditures
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Updates Based on 
FY 2020-FY 2024 Plan
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Heads of Components

37

• Object Code 121 – Deputy, Assoc, Assistant, Area 
Superintendent - Administrative officer who assists the 
chief executive officer of the school system.

• Updated Description FY 2020 – Administrative 
officer that meets the following criteria:  

• 1) Serves as Deputy/Chief Executive Officer for the 
department (i.e. Chief Financial Officer, Chief Human 
Resources Officer, Chief Technology Officer, etc., or any 
other position title comparable to an executive/cabinet level 
position.

• 2) Must serve on the Superintendent’s executive 
cabinet/team.

• 3) Must report directly to the Superintendent.
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Heads of Components

38

• Object Code 121 – Allowable with Functions:
• 2100 – Pupil Services
• 2210 – Improvement of Instructional Services
• 2300 – General Administration
• 2500 – Business Administration
• 2800 – Central Support Services
• 3100 – School Nutrition Program

• Organizational Structure of the LEA determines 
whether or not to utilize object code 121 versus 
190
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Heads of Components

39

• Restricted Rate – Unallowable (meaning cannot 
be considered Direct or Indirect Cost, but is used 
in the base when determining the Indirect Cost 
Rate)

• Unrestricted Rate – Indirect (is defined as an 
indirect cost, and included in the numerator when 
determining the Indirect Cost Rate)
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Heads of Components

40
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Minimum and Maximum Rates

41

• Beginning with FY 2021 Rates

• Minimum Rates
• Restricted – 1%
• Unrestricted – 8%

• Maximum Rates
• Restricted – 8%
• Unrestricted – 15%

• Based on EDGAR and average rates calculated 
over the last 2 years.



Offering a holistic education to each and every child in our state.

Questions?
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Contact Information – Financial Review

• Atlanta

• Viola Darrington (404-651-8176) –
vdarrington@doe.k12.ga.us

• Steve Lyle (404-656-6769) – slyle@doe.k12.ga.us

• Debara Montgomery (404-656-2344) –
dmontgomery@doe.k12.ga.us

• Russ Swindle (404-463-0513) – rswindle@doe.k12.ga.us

• Naylor (229-241-9915)

• Rhonda Metts – rmetts@doe.k12.ga.us

• Rome (404-556-7376)

• Chris Toles – ctoles@doe.k12.ga.us
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Contact Information – Financial Review

Amy Rowell, Director

arowell@doe.k12.ga.us

Georgia Department of Education

1652 Twin Towers East

205 Jesse Hill Jr Drive

Atlanta, GA 30334

404-656-6754


