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applied consistently both to federally-spon-
sored and non-sponsored activities alike.
However, where special circumstances so dic-
tate a contractual clause may be utilized
which calls for application of the test of
comparability in determining the reason-
ableness of compensation.

b. Payroll distribution. Amounts charged to
organized research for personal services, re-
gardless of whether treated as direct costs or
allocated as indirect costs, will be based on
hospital payrolls which have been approved
and documented in accordance with gen-
erally accepted hospital practices. In order
to develop necessary direct and indirect allo-
cations of cost, supplementary data on time
or effort as provided in paragraph (c) below,
normally need be required only for individ-
uals whose compensation is properly charge-
able to two or more research agreements or
to two or more of the following broad func-
tional categories: (1) Patient care; (2) orga-
nized research; (3) instruction and training;
(4) indirect activities as defined in paragraph
V–A; or (5) other hospital activities as de-
fined in paragraph II–E.

c. Reporting time or effort. Charges for sala-
ries and wages of individuals other than
members of the professional staff will be sup-
ported by daily time and attendance and
payroll distribution records. For members of
the professional staff, current and reasonable
estimates of the percentage distribution of
their total effort may be used as support in
the absence of actual time records. The term
professional staff for purposes of this section
includes physicians, research associates, and
other personnel performing work at respon-
sible levels of activities. These personnel
normally fulfill duties, the competent per-
formance of which usually requires persons
possessing degrees from accredited institu-
tions of higher learning and/or state licen-
sure. In order to qualify as current and rea-
sonable, estimates must be made no later
than one month (though not necessarily a
calendar month) after the month in which
the services were performed.

d. Preparation of estimates of effort. Where
required under paragraph (c) above, esti-
mates of effort spent by a member of the pro-
fessional staff on each research agreement
should be prepared by the individual who
performed the services or by a responsible in-
dividual such as a department head or super-
visor having first-hand knowledge of the
services performed on each research agree-
ment. Estimates must show the allocation of
effort between organized research and all
other hospital activities in terms of the per-
centage of total effort devoted to each of the
broad functional categories referred to in (b)
above. The estimate of effort spent on a re-
search agreement may include a reasonable
amount of time spent in activities contrib-
uting and intimately related to work under
the agreement, such as preparing and deliv-

ering special lectures about specific aspects
of the ongoing research, writing research re-
ports and articles, participating in appro-
priate research seminars, consulting with
colleagues with respect to related research,
and attending appropriate scientific meet-
ings and conferences. The term ‘‘all other
hospital activities’’ would include depart-
mental research, administration, committee
work, and public services undertaken on be-
half of the hospital.

e. Application of budget estimates. Estimates
determined before the performance of serv-
ices, such as budget estimates on a monthly,
quarterly, or yearly basis do not qualify as
estimates of effort spent.

f. Non-hospital professional activities. A hos-
pital must not alter or waive hospital-wide
policies and practices dealing with the per-
missible extent of professional services over
and above those traditionally performed
without extra hospital compensation, unless
such arrangements are specifically author-
ized by the sponsoring agency. Where hos-
pital-wide policies do not adequately define
the permissible extent of consultantships or
other non-hospital activities undertaken for
extra pay, the Government may require that
the effort of professional staff working under
research agreements be allocated as between
(1) hospital activities, and (2) non-hospital
professional activities. If the sponsoring
agency should consider the extent of non-
hospital professional effort excessive, appro-
priate arrangements governing compensa-
tion will be negotiated on a case by case
basis.

g. Salary rates for part-time appointments.
Charges for work performed on government
research by staff members having only part-
time appointments will be determined at a
rate not in excess of that for which he is reg-
ularly paid for his part-time staff assign-
ment.

8. Contingency provisions. Contributions to
a contingency reserve or any similar provi-
sions made for events the occurrence of
which cannot be foretold with certainty as
to time, intensity, or with an assurance of
their happening, are unallowable.

9. Depreciation and use allowances. a. Hos-
pitals may be compensated for the use of
buildings, capital improvements and usable
equipment on hand through depreciation or
use allowances. Depreciation is a charge to
current operations which distributes the cost
of a tangible capital asset, less estimated re-
sidual value, over the estimated useful life of
the asset in a systematic and logical man-
ner. It does not involve a process of valu-
ation. Useful life has reference to the pro-
spective period of economic usefulness in the
particular hospital’s operations as distin-
guished from physical life. Use allowances
are the means of allowing compensation
when depreciation or other equivalent costs
are not considered.
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