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Preface

This 2000 edition of the Cost Analysis and Rate Setting Manual for Animal Research Facilities has been
produced by the Cost Manual Revision Committee under the auspices of the Comparative Medicine area of

the National Center for Research Resources (NCRR), a component of National Institutes of Health (NITH).

Committee Members

Dr. Charles McPherson (chair)—LAM Consultant

Mr. Jon Garcia—University of South Alabama

Dr. C. Max Lang—The Milton S. Hershey Medical Center of The Pennsylvania State University
Ms. Betsy Marshall—Yale University

Mr. David Perry—University of North Carolina-Chapel Hill

Mr. John Richards—Richards and Associates

Mr. Gary Talesnik—KPMG

Dr. Leo Whitehair—NCRR/NIH

To develop this 2000 edition of the manual, the committee drew upon the 1979 edition of the Cost Analysis
and Rate Setting Manual for Animal Resource Facilities (NIH Publication No. 80-2006) and on input from
NCRR’s Comparative Medicine Advisory Committee and numerous other sources.

The committee expresses its appreciation to the following institutions for field testing a draft copy of
this manual:

California Institute of Technology

Johns Hopkins University

Merck & Company—Merck Research Laboratories

The Milton S. Hershey Medical Center of The Pennsylvania State University
University of North Carolina-Chapel Hill

University of Pittsburgh

University of South Alabama

Yale University

The committee also wishes to thank the following organizations for their support for this project and for the
valuable advice provided by their representatives:

Association of American Medical Colleges

Association of American Universities

Association of Independent Research Institutes

Council on Governmental Relations

Federation of American Societies for Experimental Biology

The manual revision committee and NIH officials also met with representatives of the Office of Management
and Budget (OMB), the Department of Health and Human Services (DHHS), and the Office of Naval
Research. Representatives of these organizations also participated in site visits to The Milton S. Hershey
Medical Center of The Pennsylvania State University and the Johns Hopkins University. These activities
culminated with DHHS, with OMB concurrence, issuing an action transmitcal on Changes in the Treatment
of Research Costs Related to Animal Facilities. This transmittal appears as Appendix 1. This change in policy
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PREEFACE

for allocation of institutional space costs related to animal research facilities enabled the manual revision
committee to complete work on a desirable method for allocation of such costs.

Another committee of the Institute for Laboratory Animal Research (ILAR), at the National Academy
of Sciences, on cost and payment for animal research reviewed a draft copy of this manual and endorsed
the general methodology, which is based on Federal policies related to support of sponsored projects in
insticutions of higher education. However, the principles described here are applicable to cost accounting
in animal research facilities in a variety of organizations.
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CHAPTER 1

Introduction

The first edition of the Cost Analysis and Rate Setting Manual for Animal Resource Facilities was published

in 1974. Revisions in cost principles for Federal grants and contracts led to another revision in 1979. Then,
further evolution of the animal research environment led the Nartional Center for Research Resources (NCRR)
at the National Institutes of Health (NIH) to appoint an expert committee to revise the 1979 manual.

This 2000 revision was prompted by:

* Increased sophistication of animal research, in particular relating to genetic technology
* An evolution from animal care ro animal research in animal research facilities

* Increased regulation of the care and use of laboratory animals

* The general use of computers for calculations involved in cost analysis

* The need for greater consistency in costing and rate setting in animal research facilities

The overall goals of this revised manual are to:

* Provide a fair and consistent methodology for costing of animal research

* Enhance the quality of animal research and care

* Meet needs of animal facility users more fully

* Improve effectiveness and efficiency of animal research facility management
* Help animal facilities to become more self-sustaining

* Document requests for NIH grant and contract support

These goals relate to the cost of animal research. To address these goals, the committee had ro address
and resolve a number of problems or issues, such as a lack of consistency, appropriate allocation of costs,
and definition of differences berween actual costs and the institution’s charges to sponsored projects.

A careful review of animal research costs highlighted substantial inconsistencies. The committee found
major inconsistencies in what was included in animal research facilities’ billing rates for services. In some
institutions, all animal research facility costs are included in the direct billing rates, whereas in others
significant costs are in the institutional Facilities and Administrative (F&A) (indirect) cost rate, and in
still others substantial amounts are being borne (subsidized) by the institution. There were inconsistencies
in differentiating between animal research facility support and institutional F&A costs. The commirtee
concluded that institutions were attempting in good faith to comply with general guidelines, but the end
results were unsatisfactory.

The committee believes thar a better distinction berween direct and institutional F&A costs will provide
greater flexibility in supporting high-quality, productive research. In evaluating the distinctions berween
direct and F&A costs, the committee considered the following:

* Consistent and fair treatment of costs

* Evolution of animal facilities to become research facilities
OMB Circular A-21

* Research quality and productivity

* Quality of animal care

¢ Cost containment
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In recognition of these considerations, the Cost Manual Revision Committee has provided a methodology
whereby certain F&A costs associated with animal research within an animal research facility are included
in the institution’s F&A rate, the same as for any other research laboratory. As discussed in Chapter 2,

the Federal government has agreed that these costs should be included in the F&A rate.

This revised manual will assist institutions in determining the true cost of operating their respective animal
research facilities, and encourage the use of cost analysis as a management tool to enhance operational
efficiency and effectiveness. Potential manual users include:

* Directors and managers of animal research facilities
¢ Institutional administrators

* Investigators

* Sponsoring agency personnel and peer review groups
* Auditors and rate negotiators

This manual represents recommendations of the revision committee and should be applied as uniformly as
possible. The committee recognizes, however, that it may not be feasible for some institutions to completely
follow the recommended methodology in the manual. These institutions should be permitted to follow
alternative procedures, provided they comply with applicable Federal cost principles.
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Preparation for Cost Analysis

Principles

Below are the basic principles for Animal Research Facility (ARF) costing and rate setting;

1. Billing rates should be based on costs.

2. The objective should be to operate as closely as possible to a break-even basis.

3. Billing rates should be established for all services cthat can be specifically identified to users and involve
significant activities of the ARE

4. All costs associated with providing an animal service should be included in the total cost of each service.

5. The costs must be treated consistently as either direct or support costs.

6. The assignment of costs to cost centers and the allocation of support costs to direct cost centers should
be based on beneficial relationships.

7. Billing units should logically represent the service provided.

8. All users should be charged consistently at full rates (or the revenue should be imputed).

9. Revenue and costs should be compared at least annually to identify surpluses and deficits for each service.

10. Adjustments should be made to compensate for surpluses or deficits (variances).

Getting Started

Before starting cost analysis and rate setting, it is essential to gain a perspective of the entire procedure.
Therefore, before undertaking the collection of any data or doing any calculations, the study director

should read this entire manual.

Overview
Basic Steps

The basic steps of cost analysis for an ARF are:
1. List all the internal costs of the ARE

2. Identify the direct cost centers of the ARFE, such as daily care of a category of laboratory animals,
and the internal support cost centers, such as ARF administration.

3. Assign the internal ARF costs to the direct and support cost centers.

4. Allocate to appropriate cost centers those institutional Facilities and Administrative (indirect) costs
which are required by Federal policy to be assigned to the ARE

5. Allocate the costs of the internal support cost centers to the direct cost centers.

6. Calculate unit costs by dividing the toral allocated costs of each direct cost center by the units
of service provided.
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Internal ARF Costs

Costs associated with the ARF must be organized into direct and internal support costs:

1. Direct costs are defined as costs incurred for the husbandry of animals and for other services provided
by the ARF for the benehit of specific projects, for which billing rates will be established.

2. Internal Support Costs are defined as costs incurred by the ARF which support, but are not specifically
identifiable to, direct cost centers. ARF internal support costs include costs such as internal ARF
administration, animal health care, and cage washing. These costs must be allocated to the direct cost
centers and included in the billing rates.

Institutional Facilities and Administrative Costs

Institutional Facilities and Administrative (F&A) (indirect) costs associated with an ARF include:

s Space costs include building and equipment depreciation or use allowances, interest expense associated
with the construction or renovation of facilities or the acquisition of equipment, and operation and
maintenance of physical plant (e.g., utilities, repairs and maintenance, security, pest control).

* Institutional General Administration and General Expenses include the president’s office, general
accounting, purchasing, and similar administrative costs.

* Regulatory Compliance costs include activities thac are necessary for the conduct of research, burt are
not directly attributable to individual research projects. These activities are Federally mandated as an
institutional responsibility and include review of protocols for proposed research involving laboratory
animals; monitoring of approved protocols; development, provision, and certification of training to
qualify individuals to perform certain types of animal procedures; employee occupational health costs;
oversight of animal study areas; and advice and consultation on reduction of animal numbers, refinement
of research techniques, and alternatives to animal use.

The treatment of costs related to space is governed by a specific Federal policy issued by the Department of
Health and Human Services (DHHS) with concurrence of the Office of Management and Budget. Under
this policy, costs associated with the following space should be included in the organized research F&A rate:
(1) procedure rooms, (2) operating and recovery rooms, (3) isolation rooms, and (4) quarantine rooms directly
related to research protocols, as well as (5) rooms that house animals involved in research that are not gener-
ally removed from the facility for conducting research. Institutions must document (through a space survey)
the particular research projects conducted in research space included in the F&A pool. All other space costs
associated with the ARF are to be allocated to the ARFE (See Appendix 1 for DHHS policy transmittal).

The DHHS policy also states “...on a case-by-case basis animal care charges may be treated like patient care
costs and excluded from the allocation base used to charge F&A costs to awards.” If animal care charges are
excluded from the F&A allocation base, Institutional General Administration and General Expenses should be
allocated to the ARF. Ifanimal care charges are included in the F&A allocation base, Institutional General
Administration and General Expenses should not be allocated to the ARF. The preferable treatment is to
include the animal care charges in the F&A allocation base and not allocate General Administration and

General Expenses to the ARE

Cost Analysis and Rate Setting Manual @ Animal Research Facilities



CHAPTER 2

The costs of Regulatory Compliance activities performed by ARF personnel are F&A costs, and they should
be recovered in rhe F&A rate. These costs should be segregated and adjusted out of ARF costs.

Cost Assignment, Allocation, and Development of Unit Costs

ARF costs are identified by cost center and object classification. The total ARF costs should be reconciled

to the institution’s financial statements, and adjusted for unallowable costs and applicable credits. Costs
allocable to daily care rates and other services are thus identified and segregated. These costs, grouped by
object classification, such as supplies or salaries and wages, must now be expressed as unit costs for daily care
of a given species or category of animals or service. This manual provides a detailed description and study
model illustration of this translation process: Chapter 3 presents methodology for assignment of costs to cost
centers; Chapter 4 deals with the allocation of costs from internal support cost centers (sometimes referred
to as non-revenue producing cost centers) to direct cost centers and the determination of unit costs; and
Chapter 5 deals with the use of unit costs for rate setting and cost recovery and other management purposes.

Requirements

There are several requirements that must be fulfilled before cost analysis can be done. ARF cost analysis
should not be attempted until these requirements are fulfilled.

1. The institution must have a basic accounting system which identifies the total costs of the ARF. ARF
management should make full use of the institution’s financial accounting system to separate costs into
cost centers. Thoughtful establishment of cost centers in the accounting system will minimize adjustments
and allow many expenses to be assigned directly to the appropriate ARF cosr centers. Any cost analysis
system for the ARF must involve close cooperation between an institution’s fiscal and accounting staff
and the ARF’s administrators and managers. Consultation and agreement with institutional ofhcials on
the structure of ARF accounts and treatment of each type of cost will facilitate appropriate allocation
and recovery of costs in a rimely manner.

2. The study director, or individual responsible for cost analysis, must not only have an understanding
of the overall cost analysis model, but must understand both the processes and operation of the animal
research facility and the institcutional financial system.

3. The tests of allowability of costs under this manual are: (a) costs must be reasonable, (b) costs must
conform to any limitations or exclusions set forth in the applicable cost principles to which the institution
is subject, (c) costs must be allocable to sponsored agreements under the principles and methods provided
therein, and (d) costs must be given consistent treatment through application of those generally accepted
accounting principles appropriate to the circumstances.

4. Cost analysis must (a) be appropriately documented in sufficient detail for subsequent review by the
cognizant Federal agency, (b) distribute the costs to the related cost centers in accordance with the
relative benefits derived, (c) be performed specifically at the institution at which the results are to be
used, and (d) be reviewed periodically, updated if necessary, and used consistently.
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5. This manual should be used in the costing and rate setting of ARF’s except where a deviation is needed
to accommodate the operation of a specific facility. Where a deviation from the specific procedures in
the manual is necessary, or to accommodate a situation not addressed by the manual, the methodology
should comply with the basic principles (Chapter 2, page 9).

Cost Centers

Determining the cost centers within the ARF is basic to cost analysis and rate setting. A cost center is
defined as an organizational component or activity into which costs can be grouped. Each ARF cost center
must be designated as a direct cost center or a support cost center. The number of cost centers chosen may
range from few ro many, depending on the size and complexity of the ARF and the specific types of services
it provides.

Regardless of number, cost centers should be chosen to accurately reflect the essential components of

the ARE This is a most important step because it allows for accurate rates with the least required effort.

A moderate number of direct and support cost centers have been chosen for illustration in the study model.
They are as follows:

Direct Cost Centers

Animal Husbandry

Daily care and maintenance of animals includes activities such as observation, feeding, watering, cleaning
cages, and maintaining a suitable environment, as well as related activities such as record keeping, census
taking, cage changing and cleaning, sanitizing animal rooms, and initial processing and cage set-up for the
animals. This cost center is broken into categories (subcenters) according to the major groups of animals
maintained by the ARE In the study model categories were specified as cats, dogs, guinea pigs, hamsters,
mice in conventional cages, mice in fltered cages, poultry, primates-large, primates-small, primates-unassigned,
rabbits, rabbits with litters, rats, rat production, sheep/goats, and swine. Institutions may find that fewer or
more animal categories will be required. For example, an institution may wish to establish a separate category
for animals maintained with non-routine husbandry techniques. If the institution breeds animals for production,
separate animal categories should be established for these activities. However, animal breeding, which is an
integral part of a research protocol, is not required to be broken our to a separate category.

Technical Activities
Technical activities in support of research protocols include operation and management of surgical and radiological
services and technical assistance in handling, restraint, collection of samples, and administration of substances.
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Internal Support Cost Centers

AREF General and Administrative

ARF general and administrative includes direction, control, and general management for the provision
of ARF services and general use supplies, such as gloves, gowns, paper, pencils, etc., and the operation
and maintenance of ARF trucks and vehicles. Note, however, thar costs associated with coordinating

and processing animal purchases are properly an institutional F&A cost and should be adjusted ou.

Refuse Disposal/General Sanitation

Removal and disposal of refuse includes fees charged for refuse disposal and costs for facility sanitation,
housekeeping, and maintenance over and above that provided by the institution. Note, however, that costs
of disposal of hazardous wastes should be handled in a manner consistent with the handling of costs for
disposal of other hazardous wastes of the institution. (Hazardous waste disposal is usually treated as an F&A
cost as part of the operation and maintenance expense pool.)

Cage Washing
Cage washing includes sterilizing of animal cages, cage racks, and related activities done in designated cage
washing rooms.

Laboratory Services
Laboratory services include provisions and procedures such as hemartology, pathology, biochemistry,
and bacteriology, for example.

Animal Health Care

Animal health care consists of veterinary medical care provided for the diagnosis, treatrment, and prevention
of diseases or injury of the animals. This includes costs of monitoring or disease surveillance programs. Note,
however that the salary for the portion of a veterinarian’s activities required for regulatory compliance, such
as review of protocols or the semi-annual review of the animal care and use program, should be adjusted out.
This portion of the salary should be assigned to Regulatory Compliance, an institutional F&A indirect cost.

Modification or refinement of illustrated cost centers may be required to complete individual studies, but the
basic principles should be followed. Some institutions may find it advantageous ro establish cost centers that
differ from those illustrated in the model, thus reflecting their specific structure. Other cost centers that may
be considered for an ARF include animal food and diet preparation, animal bedding, or a transportation cost
center for operation and maintenance of ARF trucks and vehicles. Some insticutions may wish to add sepa-
rate cost centers for surgery and radiology. Others may wish to establish a cost center for initial processing and
setting up animal cages rather than including these costs in animal husbandry. Still others may wish to estab-
lish additional animal husbandry categories. Some institutions may eliminate one or more cost centers,
because they do not engage in that activity. The identification and description of cost centers for each facility
is basic to a rational and reliable cost study. All cost centers selected should represent some significant,

identifiable activity undertaken by the ARFE
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Assignment of Costs to Cost Centers

Some costs can be assigned directly to cost centers; the cost of maintenance of the cage washing machines,
for example, would be assigned directly to the Cage Washing cost center, or the cost of dog food would

be assigned directly to the dog subcenter of the Animal Husbandry cost center. The costs associated with
equipment maintenance and repair can, in most cases, be directly assigned to the cost center in which the
equipment is used. For example, maintenance and repair costs of office compurters and typewriters should
be assigned to the ARF General and Administrative cost center, whereas those costs associated with the
maintenance and repair of a cell analyzer in the diagnostic laboratory should be assigned to the Laboratory
Services cost center. Other costs need to be assigned to several centers. For example, the ARF director might
also serve as the facility veterinarian. In this case, his or her salary would be distributed to the ARF General
and Administrative and the Animal Health Care cost centers based on effort. Since rodent food is used for
several species, its cost would be proportioned among the mouse, rat, and hamster subcenters based on
relative consumption. Direct assignment of a cost to its correct cost center should be done where possible,
but in some cases, additional data are required to develop proportional assignment.

Allocation of Internal Support Costs

Support cost centers are those that benefit multiple direct cost centers. The allocation of costs as provided

in this model recognizes that support cost centers service direct cost centers; and such allocations are needed
to determine the total cost of each direct cost center. There must be a rational basis to support the allocation
of each support cost center. For example, the Cage Washing cost center could be allocated to the subcenters
within the Animal Husbandry cost center based on the number of cages washed.

Determination of Unit Costs
The final step in the process is to determine the total output of each direct cost cenrer expressed as animal-

care days or other service units. The total costs of each direct cost center are divided by the rotal output of
the center to determine unit costs (total cost divided by chargeable units=unit cost).

Use of Unit Costs and Other Cost Analysis Information

Unit costs are used as a basis to set rates for cost recovery. Other information derived from the cost analysis
procedure can help in the financial management of the ARE Chapter 5 provides additional information
on rate setting and other uses of cost analysis.
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Data Needed for Cost Analysis

It is to the benefit of the study director to assemble most, if nor all, of the needed data prior to beginning
actual cost analysis compurations. Each study director should make his or her own list of required information
depending on the nature of the ARE The following is a list of typical information that will be needed:

* Personnel acrivity reports (or other dara for allocating salaries and wages to cost centers)

* A space survey to determine net assignable square feet by function (cost center) and the portion of
institutional space costs to be included in the institution’s F&A rates and the portion to be allocared

to the ARF
* Cage washing schedules by animal category; number of cages washed by animal category
* Animal days by animal category
* Quantity of common use feeds consumed by animal category
* Quantity of bedding used by animal category

* Number of technical activities performed or time units involved in technical activities

Computational Tools

It is possible to manually carry out all of the compurations required for a cost study. However, most institutions
use computers to do the bulk of the computations. It is not within the scope of this manual to discuss in
detail computer programming for cost analysis. Nevertheless, there are three basic approaches to computer
programs for ARF cost analysis:

1. Use of generic spreadsheets: The schedules illustrated in the model are essentially spreadsheets.
Therefore, generic spreadsheet programs can very well be adapted to carry out computations of the
cost analysis.

2. Use of cost analysis modules provided by commercial sources of ARF computer programs:
This approach may be least labor intensive, but to be satisfactory, the program must be well suited
to the particular facility.

3. Writing a custom computer program for a specific ARF or group of related facilities: This approach
requires the most programming expertise, but it should yield a program that best takes into account
the specific features of an ARF.
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CHAPTER 3

Assignment of Costs to Animal Research Facility Cost Centers

Chapter 2 described various cost elements related to Animal Research Facilities (ARF) and offered some
insight into defining and classifying facility costs incurred as either direct or support. After the relevant costs
have been identified, the cost analyst is then ready ro assign these costs to the appropriate cost centers. This
chaprer will present the basic methodology regarding the assignment of these costs in a reasonable and timely
manner. Then Chaprer 4 will describe the methods of allocating these costs from support to direct cost centers
and the development of unit costs. Chaprer 5 will address subsequent establishment of per diem rates and
other service charges, and other uses of cost analysis.

The merhodologies discussed in these chapters represent the standard methodologies associated with the
development, assignment, and allocation of costs. It is recognized that variations exist in accounting methods
and institutional practices regarding cost centers and expense categories. However, wherever possible, the
standard methodologies provided herein, along with effective management decisions regarding cost centers and
expense caregories, are necessary so that standard accounting principles for cost accumulation are not violated.

When performing a cost analysis, it is important that the amounts used represent the actual costs for the
period being examined. For example, if a cost analysis is being performed for a particular fiscal year, only
the costs incurred during that fiscal period should be used. A primary source of these data is the institutional
and departmental accounting records. Unit cost rates developed from these types of data represent past costs
rather than future costs. These unit costs should be adjusted for anticipated increases or decreases in costs
and volume of services and for over- or under-recovered costs from prior accounting periods to provide

a basis for per diem rates and other service charges for a future period.

Listing of Expenses

The first step in performing a cost analysis is to collect cost and statistical dara from institutional financial
accounting records and other sources. These dara are then used to prepare an initial Listing of Expenses where
the accumulated costs are listed by major expense category. The expense categories listed must be derailed
enough to allow accurate assignment of the associated costs to ARF cost centers. The dertail required, however,
will depend largely on the specific identification of cost centers defined for individual ARE

Once the initial expense listing has been prepared, the total costs are then assigned to the appropriate cost
centers based on one or more of the methodologies discussed below. The preparation of expense listings and
subsequent assignment of costs is illustrated later in this chapter.

Assignment of Costs

The methods most often used to develop and assign costs include direct assignment and activity reports.
Each of these methods provides an appropriate base which is relatively easy to compile. For example, costs
for animal feed used for only one animal species or category, or a maintenance contract on a cage washing
machine can be directly assigned to specific cost centers and/or animal categories. However, animal husbandry
salary/wage costs are usually assigned to the various animal categories by using actzvity reports or room surveys
where the daily acrivities of the animal technician staff are logged by species/animal category or other activity.
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The methodologies discussed in this chapter and Chaprer 4 are based largely on the use of operational dara,
such as the number of ner assignable square feet in a facility, the number of cages processed through the cage
washing facility, and the amount of feed consumed by a particular species. To produce a reliable cost analysis,
these operational data must pertain to the fiscal period under study, be practical in their application, and
clerically feasible to compile.

The operational dara used in a cost analysis must usually be obrained before the beginning of a cost analysis
procedure. The following list shows types of operational data that may be needed. This is not meant to be
an all-inclusive list, but it does provides examples of the more common ones. Many of these items will be
discussed throughout the next two chaprers.

Examples of Operational Data Used in Cost Analyses
1. Animal days

2. Salary, wages and fringe benefits
— Acrivity reports

3. Space survey (net assignable square footage)
— Animal rooms by species
— Rooms (or portions of rooms) housing animals that are not generally removed from the ARF
for conducting research
— Rooms (or portions of rooms) housing animals that are removed from the ARF for conducting research
— Procedure rooms, operating and recovery rooms, isolation rooms, and quarantine rooms directly
related to research protocols

— Space occupied by other cost centers (e.g., Cage Washing and Sanitation, ARF General and
Administrative, etc.)

4. Cage washing information
— Numbers and type of cages/enclosures by animal category
— Cage washing schedules

— Time required for processing cages and accessories
Quantity and types of feed consumed per animal per day
Quantity and types of bedding used per animal per day
Number of laboratory procedures performed by type

Time required to perform laboratory procedures

2 e N ey wa

Number of service units and other activities for which a fee may be assessed

Animal Days

“Animal days” data are a basic requirement in any animal research facility cost analysis, and it merits further
discussion. “Animal days” is equal to the number of animals housed (by species or other category) multiplied
by the number of days each species/category was housed in the facility. Simply stated, it represents one animal
for one day.
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This information is usually accumulated by periodic or continuous animal census taking. When taken over
time, this information will yield the animal days for each species or animal category. The data may be for the
actual numbers of animals or for cages or groups of animals. The decision on the units to be used is usually
based on management’s assessment of the most cost efficient way to collect and report these data.

Animal census may be taken several different ways depending upon the size and complexity of the faciliry.
One method is a daily head count for each animal category housed in the facility. For large or more complex
facilities a daily head count may noc be feasible and a “running census” may be used. With the running census
method, a beginning balance is provided for each animal category and daily additions or subtractions are
noted. This running census is verified by an actual head count performed weekly or monthly. Entries are
made in the “Adjust” column for error corrections or for other adjustments to the recorded counts. The final
actual count (plus or minus adjustments) serves as the beginning balance for the next month. Census forms
are collected at the end of each month and tallied to give animal care days for each animal category. Figure 1
(page 20) shows a sample Animal Census Form for such a “running census” system. Another increasingly
popular method is the use of bar-coded census forms and cage cards. Using a bar-code system, the cage
cards are scanned on a regular (daily) basis and downloaded into a computer program. The program can
then track the various census elements for the entire accounting period.

Direct Assignment

Animal facility incurred costs for some salaries and most supplies and materials can be directly assigned to
specific cost centers. For example, administrative salaries can be assigned to the ARF General and Administrative
cost center; animal feed used for a single species of animal can be directly assigned to the appropriate animal
species/category subcenter; an annual maintenance contract for a cage/rack washer can be assigned to the
Cage Washing cost center; and an annual contract for an office computer system can be assigned to the

ARF General & Administrative cost center.

Activity Reports

Other animal facility incurred costs are more difficult to directly assign to specific cost centers without further
supporting data. The “Activity Report” method is commonly used to determine levels of activity that can
then be used as a basis for assignment of such costs. Salaries and wages for animal husbandry and health care
are examples of this situation. Activity reports are used to record time required to perform the various health
care, husbandry, and service tasks by veterinary staff and husbandry personnel. A record of each individual’s
activity is maintained for a specific period of time. Entries are made for each time block associated with a
particular acrivity. For instance, an animal care technician would record the amounc of time spent providing
husbandry care for research cats, dogs, rabbits, etc. Another individual would record the time spent sanitizing
cages and equipment, while yet another would record his/her time associated with animal health care

(Figure 2, page 21).
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FIGURE 1:
Animal Census Form

Department of Comparative Medicine

October , 1999

Investigator: Smith, Roger E.

1D# 521

Protocol # 98-143-R

Animal Category: RAT Census Code: RT Building: MCRB Beginning Census: 215
m Rec’d | Died | Used 0 A d 0
1 15 200
2 | 2 198
3 15 183 183 0
4 —
5
6 125 58 ,
7 | 150 ] 30 238 From 98-095-R |
8
9 25+ 15 198
10 198 0
11
12
13
14 150 30 318
15
16 2 316
17 15 301 305 +4
18 305
| 19
20 125 180
21 75 30 225 To 98-095-R
22
23 15430 180
24 180 | 0
25 f
|26 125 55
27 150 205
- 28
29
30 30 175 175 0 |
31
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HAPITEK D

FIGURE 2:
Individual Activity Report

Name Date
Code Species Code Species

7:00 am 1:00 pm

7:15 am L I:15pm

7:30 am 1:30 pm

7:45 am 1:45 pm

8:00 am 2:00 pm

8:15 am 2:15 pm

8:30 am 2:30 pm

8:45 am 2:45 pm

9:00 am 3:00 pm

9:15 am 3:15 pm

9:30 am 3:30 pm

9:45 am 3:45 pm

10:00 am 4:00 pm
JIO:ISam 4:15 pm

10:30 am 4:30 pm

10:45 am 4:45 pm

11:00 am 5:00 pm

11:15 am 5:15 pm

11:30 am 5:30 pm

11:45 am 5:45 pm

12:00 a | 6:00 pm

12:15 pm 6:15 pm

12:30 pm 6:30 pm

12:45 pm 6:45 pm
| Codes

1-Animal husbandry s-Laboratory services 9-Transporration
2-Animal healch care ﬁ»CaFc washing 10-Supervision
3-Technical activitjes 7-Retuse disposal 11-Other
4-Surgery/Radiology 8-Building maintenance
| Species—animal category
CT-cat mse-mice, filcered ROA-rabbirs
0G-dog rT-poulrry RoL-rabbit, lirters
GP-guinea pig PRL-primates-large RT-rats
HM-hamster PRS-primates-small RTP-rat producrion
MSC-mice, convenrional PRU-primatcs-unassigned SHG-shecp/goars
SWN-swine

Note: This form is reduced so thart it can be copied directly onto a 3" x 5" card so the technician can easily

carry it.

The acrivity codes do not exactly march the cost centers in the model, as one or more activities could be

assigned to any given cost center.
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Activity reports are also used to report the number of cages processed through a cage/rack washer, or the type
and amount of bedding used for each animal category over a given time period. Such reports are also used to
determine the average daily food consumption for each animal category housed in the facility. These periodic
activity reports are then collated, and a summary report is made showing the relative times or other inputs
associated with each animal category and other activity. The resultant data can then be used to assign the
ARF costs to appropriate cost centers and subsequently allocate the costs of the ARF support cost centers

to the ARF direct cost centers.

Activity reports should be performed periodically throughout the analysis period. They should cover a time
period long enough to reflect normal variations in activities. The reports are then summarized for the entire
accounting period and used in the cost assignment and step-down allocation procedures.

Animal Room Time Surveys

An acceptable alternative to determine assignment of personnel costs to animal husbandry categories is to use
animal room or housing surveys. This method utilizes a time log (Figure 3, page 23) for each animal room,
with ARF staff noting the time they enter and leave each animal room during the survey period, normally

a two-week cycle.

The in-room service time is then calculated for each room. The time, in minutes, is divided by the number
of animals in the room (from the Animal Census Form, Figure I, page 20) to determine the time factor per
animal for each room, as well as the ARF average time factor by animal husbandry category. The time factors
calculated during the survey period are then multiplied by the accumulated animal days for each animal
category during the entire cost accounting study period in order to assign labor costs to each animal category.

The resultant time factors for each animal category can easily be used to assign labor costs during times
when animal populations are not expected to remain stable during the study period; e.g., populations for
one animal category may be increasing as others are decreasing, or a significant portion of the husbandry
labor may be seasonal, as when an outdoor facility is used during a portion of the year.

Space Survey

To comply with the Department of Health and Human Services (DHHS) policy, noted in Chapter 2,

a survey of the space in the ARF must be conducted to determine the portion of space costs to be included
in the institution’s organized research Facilities & Administrative (F&A) rate and the portion to be allocated
to the ARE The portion allocated to the ARF should be further allocated to individual direct and support
cost centers of the ARE

As stated in the Federal policy of DHHS, costs associated with the following space should be included in
the organized research F&A rate: procedure rooms, operating and recovery rooms, isolation rooms, and
quarantine rooms directly related to research protocols, as well as rooms that house animals involved in
research that are not generally removed from the facility for conducting research. The policy requires that
institutions document, through a space survey, the particular research projects conducted in research space
included in the F&A pool. All other space cosrs associated with the ARF are to be allocated to the ARF.
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FIGURE 3:
Animal Research Facility Cost Accounting: Room Time Log

Facility Room Animal Category (species)

Time entered Time left Initials Extra work, e.g., weaning, separating,

bleeding: note work done and time 1n
minutes or other notes

Sun

6/23

Mon
6/24

Tues

6/25

Wed
6/26

Thurs
6/27

Fri
6/28

Sat
6/29
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The survey of animal rooms must identify the rooms (or portions of rooms) used by animals that are not
generally removed from the facility for conducting research, as well as the rooms used by animals that are
removed from the facility for research studies. For example, if animals are removed from the facility only
on an occasional basis for a special test such as an MR, but are otherwise kept in the facility to conduct
the research, the space they occupy should be classified as research space and the associated costs included
in the organized research F&A rate. On the other hand, if animals are routinely removed from the facility
to investigators’ laboratories, the space they occupy should be classified as ARF space and the associated
costs allocated to the ARE The space used by animals not involved in reseatch, such as a breeding colony
for animal production, should also be classified as ARF space and the associated costs allocated to the ARE
Space occupied by a breeding colony that is an integral part of a research protocol should be classified as
research space if the animals are not generally removed from the ARFE.

As noted previously, the portion of space costs allocated to the ARF should be further allocated to the direct
and support cost centers of the ARF. This should be done based on the results of the space survey. The space
costs allocated to each suppore cost center should be included in the toral costs of that center to be allocated

to the direct cost centers as described in Chapter 4. The space costs allocated to each direct cost center should
be included in the toral costs of the cost center used to compute unit costs as described in Chaprer 4.

Study Model

In the following study model, the standard methodologies presented above will be illustrated and discussed.
Although the standard methodologies are used in the study model, the model itself represents a hypotherical
situation and may not represent cost centers that are appropriate for any particular institution. The study model
used here represents a multi-species ARF and a staff char includes a facility director, clinical veterinarian,
secretarial staff, laboratory animal technician supervisors, and a number of laboratory animal technicians.
The cost analysis period for the study model covers a single fiscal year. The cost centers, which were developed
through a comprehensive management review of the animal care program, include the following:

ARF Support Cost Centers
ARF General & Administrative (for administrative salaries, general use supplies and other general use,
not directly assignable, operational costs such as operation of ARF trucks and vehicles)

Refuse Disposal/General Sanitation (for labor, fees, and supplies for refuse disposal and facility sanitation,
housekeeping, and maintenance over and above that provided by the institution)

Cage Washing (labor, chemicals, maintenance contracts, etc. for the central cage washing facilities)
Laboratory Services (diagnostic laboratory labor, supplies, and materials)

Animal Health Care (clinical veterinary care, disease monitoring, prevention, and conrrol)

Cost Analysis and Rate Setting Manual @ Animal Research Facilities



CHAPTER 3

ARF Direct Cost Centers

Technical Activities (investigator assistance, technical procedures, surgery, and radiology, for example)

Animal Husbandry (labor, food, bedding, sanitation, and other supplies for animals used during the
analysis period). In the study model these are further divided into subcenters for: cats, dogs, guinea pigs,
hamsters, mice in conventional cages, mice in filtered cages, poultry, primates-large, primates-small,
primates-unassigned, rabbits, rabbits with litters, rats, rat production, sheep/goats, and swine.

After the university/departmenral financial accounting system records have been reviewed and the appropriate
costs identified, a Total Expenses by Object Classification report (Schedule I, page 26) is prepared. Using the
principles discussed above, the costs are then assigned to the various cost centers. This schedule also shows

a number of adjustments to the amounts reported in the financial records: the actual animal procurement
costs (animal purchase price plus shipping and crating charges) have been excluded from the adjusted
expenses since this cost is recoverable through direct charge to the investigator; costs associated with an
unallowable entertainment expense have been excluded; and rhe costs of regulatory compliance (e.g., costs
incurred by the Institutional Animal Care and Use Committee [LACUC] and for employee occupational
health care) have been excluded because these are institutional F&A cosrs. Costs associared with the purchase
of capital equipment' also have been adjusted our. Within Federal guidelines each institution establishes
criteria for capital and non-capital equipment. The non-capital equipment costs should be handled as a
current expense. Capital equipment costs should be handled in the same manner as the institution handles
any other institutionally purchased equipment. Generally these costs are recovered through the depreciation/use
allowance component of the institution’s F&A (indirect) cost rate. Note that the depreciation/use allowance
for capital equipment used in areas where research is conducted on animals or where animals are held for
research purposes (and are not generally removed from the ARF) should be included in the institutional
F&A cost; whereas the depreciarion/use allowance for equipment used in facility maintenance/support areas
(such as washrooms, administrative offices, etc.), or in rooms housing animals that are removed from the
ARF to conduct research, or in rooms housing animals not assigned to research projects should be allocated
to the appropriate ARF cost centers.

Schedule I-a (page 27) is a detailed listing of salary and benefit costs. This worksheet shows each position
name, the annual salary for the position, fringe benefits, and any necessary adjustments to those salary/benefir
figures. Salary and benefit costs include payments for overtime and fringe benefits. An adjusted basis is deter-
mined for each position and is used for all subsequent salary/benefit calculations. Note that the director’s
adjusted basis is less than the reporred annual basis. It has been determined that 40% of the director’s rotal
effort is spent on an externally funded research program; 20% is s