Cost Analysis and Rate Setting Manual for Animal Research Facilities, 2000 edition, National Center for Research Resources (NCRR), NIH.
Preface, pages 1-2

Chapter 1 – Introduction, pages 7-8

Chapter 2 - Preparation for Cost Analysis, pages 9-15
QUESTIONS

1. T/F: F&A costs is an abbreviation for Facilities and Administrative costs. (p.7)
2. Which of the following statements associated with the basic principles for Animal Research Facility costing and rate setting is false? (p.9)
a. Billing rates should be based on costs

b. Adjustments should be made to compensate for surpluses or deficits

c. Objective should be to operate on a break-even basis

d. Arrangements to charge individuals either full rates or a percentage of the full rate may be determined on a case by case basis

3. Which of the following statements is NOT one of the basic steps of cost analysis for an animal research facility (ARF)? (p.9)
a. List all internal costs of the ARF and assign them to either direct or support cost centers
b. Identify direct and internal support cost centers

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

d. Federal policy does not require institutional F&A (indirect) costs to be assigned to the ARF.

4. T/F:  Direct costs are defined as costs incurred for animal husbandry services provided by the ARF for the benefit of specific projects, for which billing rates will be established. (p.10)
5. T/F:  Internal support costs are the costs incurred by the ARF which support, but are not directly identifiable to, direct cost centers. (p.10)
6.  T/F:  Internal support costs include internal ARF administration, animal health care, and cage washing. (p.10)
7. T/F:  Institutional Facilities and Administrative costs (indirect) associated with an ARF include costs for space, institutional general administration and general expenses, and regulatory compliance costs. (p.10)
8. A _________ is defined as an organizational component or activity into which costs can be grouped. (p.12)
9. Each ARF cost center must be designated as a _______ cost center or a _______ cost center. (p.12)
10.
Which of the following items is NOT considered an example of an internal support cost center? (Pp.12-13)
a. Animal husbandry

b. Animal health care

c. Cage Washing

d. ARF general and administrative

e. Refuse disposal

11. 
T/F:  The identification and description of cost centers for each facility is basic to a rational and reliable cost study and all cost centers should represent some significant, identifiable activity undertaken by the ARF. (p.13)
12. 
T/F:  The salary of an ARF director that also serves as a facility veterinarian should not be distributed between more than one cost center but instead should be assigned to either the ARF General and Administrative or the Animal Health cost centers. (p.14)
13. 
T/F: Since rodent food is used for several species, its cost should be proportioned among the mouse, rat, and hamster subcenters based on relative consumption. (p.14)

14. 
T/F:  Internal support cost centers benefit multiple direct cost centers. (p.14)

15. 
The total costs of each _____ cost center are divided by the total output of the center to determine unit costs. (p.14)

16. 
T/F: A unit cost equals the total cost divided by chargeable units. (p.14)
17.
______ costs are used as a basis to set rates for cost recovery. (p.14)

18. 
Circle all of the following that are examples of the types of data needed for cost analysis. (p.15)

a. Personnel activity reports

b. Space survey to determine net assignable square feet by function (cost center)

c. Number of cages washed by animal category

d. Quantity of feed and bedding used by each animal category

e. Number of technical activities performed or time units involved in technical activity

19. 
List the three basic approaches to computer programs for ARF cost analysis. (p.15)

ANSWERS
1. True

2. D

3. D

4. True

5. True

6. True

7. True

8. Cost Center

9. Direct, Support

10. 
A
11. 
True
12. 
False
13. 
True
14. 
True
15. 
Direct
16. 
True
17. 
Unit
18. 
All are correct A-E

19. 
Generic spreadsheet to compute cost analysis, commercial analysis modules for ARF, write custom computer program for a specific ARF or group of related facilities

Chapter 3 - Assignment of Costs to Animal Research Facility Cost Centers, pages 17-42
SUMMARY
This chapter will present the basic methodology regarding the assignment of the animal research facility costs in a reasonable and timely manner. The standard methodologies provided herein, along with effective management decisions, 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. A primary source of these data is the institutional and departmental accounting records. The 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 data from institutional financial accounting records and other sources. These data are used to prepare an initial “Listing of Expenses” by major expense category, that have to be detailed enough to allow accurate assignment of the associated costs to ARF (Animal Research Facility) cost centers. The detail required will depend largely on the specific identification of cost centers defined for individual ARF.

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. 
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The methodologies discussed are based largely on the use of operational data. 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 data used in a cost analysis must usually be obtained before the beginning of a cost analysis procedure. The following list shows types of operational data that may be needed that isn’t an all-inclusive list, but it does provides examples of the more common ones. 

Animal Days

“Animal days” data are a basic requirement in any animal research facility cost analysis. “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.

This information is usually accumulated by periodic or continuous animal census taking. 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 facility. One method is a daily head count for each animal category housed in the facility. For large or more complex facilities 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. The final actual count 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.  Another increasingly popular method is the use of bar-coded census forms and cage cards. The cage cards are scanned on a regular (daily) basis and downloaded into a computer program that can 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.

Activity Reports

The “Activity Report” method is commonly used to determine levels of activity that are more difficult to directly assign to specific cost centers. Activity reports are used to record time required to perform the various service tasks and materials (food, bed). A record of each individual’s activity is maintained for a specific period of time. 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 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 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 labour costs to each animal category. The resultant time factors for each animal category can easily be used to assign labour costs during times when animal populations are not expected to remain stable during the study period. 

Space Survey

To comply with the Department of Health and Human Services (DHHS) policy, 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 ARF. The portion allocated to the ARF should be further allocated to individual direct and support cost centers of the ARF. As stated in the Federal policy of DHHS, costs associated with the following space should be included in the organised 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 costs associated with the ARF are to be allocated to the ARF.   

The space used by animals not involved in research, such as a breeding colony for animal production, should also be classified as ARF space and the associated costs allocated to the ARF. 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 ARF. 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 support cost center should be included in the total costs of that center to be allocated to the direct cost centers. The space costs allocated to each direct cost center should be included in the total costs of the cost center used to compute unit costs.

QUESTIONS

1.
The assignment of the Animal Research Facility costs have to be done ______________________?
2. Circle true

To have a basis for future service charges, the units cost have to be adjusted for:

a.
over 5% plus each year generally

b.
changes in cost and volume of services

c.
recovered costs from prior accounting period

d.
all are true

3.
To perform a cost analysis, it is necessary to have a……………………….and to do the………………….by………………and………………
4.
T/F Listing of expenses can be divided in major expenses categories enough detailed to allow accurate assignment of the associated cost to ARF cost centers

5.
The assignment of costs can be done by direct assignment of the activity reports

6.
List 3 characteristics of operational data used in cost analysis

7.
T/F Animal days is the number of animals housed per room per day.

8.
The three methods to perform an animal census are……………………., ……………, and……………………….
9.
T/F Running census is based in a beginning balance from each animal category, where subtractions and additions are noted, and the final result serves as a beginning balance for the next period

10.
T/F Direct assignments to specific cost centers can be applied only for services

11.
T/F Activity reports are based to record a specific activity in a specific period of time associated with an animal category and other categories

12.
T/F Activity records makes easier to assign some periodic activities related with animal categories and other activities

13.
Circle true:

The assignment of cost of animal husbandry can be done using:

a.
animal room survey

b.
activity records

c.
a and b

d.
a or b, depending the type of Animal Research Facility

14. The Animal Room Survey uses…………….for each room, where…………noted the …………………each animal room

15.
T/F In the Animal Room Survey, the in-room service time for each room in minutes is divided by the number of animals to determine the time factor per animal per room

16.
T/F The time factor for each animal category is used to assign labour costs in a stable population

17.
Circle true:

The space of the Animal Research Facility can be categorised in:

a.
administrative and animal research areas

b.
animal rooms, procedure rooms, and isolation rooms

c.
administrative area, animal area, and washing area

d.
no categories are necessary for cost analysis

18.
It is important to define if the animals are occupying ……………… or ……………….in order to assign …………..to each…………or …………. cost center

19.
List 6 operational data used in cost analysis

20.
T/F Examples of direct cost centers are technical activities and animal husbandry

ANSWERS

1.
reasonable and timely

2.
b and c

3.
list of expenses

   
assignment of costs

   
direct assignment 

   
activity reports

4.
T

5.
F

6.
pertain to fiscal period studied, practical in their application, feasible to compile

7.
F

8.
daily head count, running census, and bar coded census 

9.
T

10.
F

11.
T

12.
T
13.
3

14.
time log

     
staff

     
the time they enter and leave

15.
T

16.
F

17.
A

18.
research  space

      
animal facility space

       
the space cost

19.
animal days, salaries, space survey, cage washing information, food (type and quantities), bedding (type and quantities)

20.
T

Chapter 4 - Allocation of Internal Support Costs to Direct Cost Centers and Development of Unit Costs, pages 43-52

Chapter 5 - Application of Unit Costs, pages 53-57

Appendix 1 - -Test of Department of Health and Human Services Policy on Animal Research Facility Costs, pages 59-60
QUESTIONS

1.
T/F The animal research facilities (ARF) general and administrative costs do not support other cost centers and should not be allocated to direct cost centers.

2.
T/F In preparing a subsidiary schedule to allocate internal support costs, the amount assigned to each direct cost center is based on that cost centers proportion of total assigned costs.

3.
T/F To determine the allocation percent of a cost center, divide that centers assigned cost by the total amount assigned to all cost centers.

4.
In the model discussed in the manual, costs such as refuse disposal and general sanitation are distributed among direct cost centers based on

a.
net assignable square feet used by that cost center

b.
profit made from that cost center

c.
that cost centers percentage of assignable cost

d.
none of the above

5.
Considerations for allocating costs of cage washing to a particular species should include

a.
frequency of cage washing

b.
labor involved with that type caging

c.
number of cages used

d.
all of the above

6.
T/F When allocating lab services costs, each lab test/procedure is counted as a single unit regardless of time required to perform that particular test of procedure. 

7.
T/F Costs of animal health care are allocated to various animal husbandry cost centers based on number of animals in each category.

8.
T/F Unit costs per species are calculated by dividing the total accumulated cost of that species by the number of units of service provided.

9.
Accumulated costs of subcenters of animal husbandry (mice, rats, dogs etc.) is divided by total animals days or cage days to calculate a

a.
Pro bono

b.
Per diem

c.
Carpe diem

d.
Laissez faire

10.
Cost determinations provide the ARF director with beneficial information including

a.
Trends in cost structure

b.
The amount the parent administration will increase next year’s ARF budget

c.
Budgeting

d.
All of the above

e.
A and c

11.
According to the manual, determination of units costs provide essential information to establish a rate structure for

a.
5% profit

b.
10 % profit

c.
Cost recovery

d.
Losses not to exceed 10%

12.
Policy considerations for rate setting include

a.
whether or not the parent institution expects the ARF to be financially self sustaining

b.
to what extent the parent institution is willing or can subsidize the ARF

c.
the degree of uniformity in rates charged at different animal facility locations, especially in decentralized programs

d.
all of the above

13.
T/F Predetermined parent institution support for the ARF can be considered a loss and carried forward to the next fiscal period.

14.
T/F Investigators generally consider animal fees too high and a detailed accounting of costs can be beneficial in explaining fee determinations

15.
According to the manual, cost analysis can be used to measure

a.
the institutions commitment to animal welfare

b.
cost of an activity against its value

c.
compare cost of alternative ways to provide service

d.
b and c

e.
all of the above

16.
Indirect costs are also known as

a.
Facilities and administrative costs

b.
OMB costs

c.
non-allocable costs

d.
over budget costs

17.
T/F According to the Office of Grants and Acquisition Management certain animal facility costs including procedure rooms, isolation rooms and quarantine rooms related to research protocols are to be included in the facilities indirect costs.

ANSWERS
1.
F

2.
T

3.
T

4.
a

5.
d

6.
F

7.
F

8.
T

9.
b

10.
e

11.
c

12.
d

13.
F

14.
T

15.
d

16.
a

17.
T

