
South Central College 
Procedure for Cost Allocation 

Referencing MnSCU System Procedure 7.3.4 Cost Allocation 
 
South Central College, in accordance with MnSCU System Procedure 7.3.4 Cost Allocation, will allocate both 
direct and indirect cost to college and university programs, activities, and cost centers.  
 
Direct costs are those that can be specifically identified and assigned with relative ease and with a high degree 
of accuracy to a program or activity.  These are costs where it is practical to track actual usage by program or 
activity.  Examples include, but are not limited to, labor and fringe benefits; telephone-related charges traced 
to a specific telephone account; copy costs where the number of copies are identified by cost center; and 
postage costs where these costs are accumulated by cost center.  
 
Direct costs will be charged to the appropriate program or activity on an ongoing basis.  Purchase orders and 
invoices will be charged at time of encumbrance or payment.  Payroll will be posted every two weeks during 
the payroll cycle.  Internal charges such as printing, copier, fleet services, postage, etc. will be charged back on 
a monthly basis.  If any charges are in arrears for posting, all postings will be done prior to the fiscal year-end.  
 
Indirect costs, often referred to as “overhead” are costs incurred for multiple programs or activities and cannot 
be readily or easily identified with those programs or activities.  These costs are not accumulated in units easily 
traceable to individual activities and therefore must be allocated using a rational and consistent method that 
approximates the activities’ proportional benefit derived.  Typical costs in this category are facility costs, such 
as utilities; maintenance and other related costs; cost of administrative activities such as human resources and 
fiscal services; and costs of executive staff, such as presidents and vice presidents.  
 
Indirect costs will be charged back to Federal grants that do not have predetermined administrative 
allowances.  Indirect costs will include but not limited to:  administrative expenses, executive staff, payroll 
service, utilities and maintenance.  Indirect costs are to be completed, at a minimum, once per year at year-
end.  
 
Administrative costs are based on the previous year’s actual expenditures, as a percentage of the total 
expenditures for the college, including the following funds:  
 General Fund  
 Customized Training Fund  
 Bookstore 
 Federal Grants  
 Repair & Replacement  
 Food Service  
 
Administrative costs include the President’s Office, Procurement, and IT Administration.  
 
Utilities and maintenance will be determined using total of expenses divided by square footage and hours used 
in a 16 hour day.  Offices and designated classrooms will be considered in use for the 16 hours in a day and 
undesignated rooms will be calculated based on a 16 hour day.   
 
Indirect costs will be credited back to the object code where the expense was paid, but rather indirect costs 
will be treated with a standard journal entry to the “Allocated Indirect Cost” object code 7504.  
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