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Guidelines for Managing Faculty and Other Salaried Personnel

Effort and Compensation Expense
Related to Sponsored Projects
The University receives millions of dollars from the federal government and other sponsoring agencies in support of the University’s research and educational programs.  Conditions, however, come with those funds.  One of those conditions requires the University to maintain records that measure the amount of employee effort and compensation expense expended on individual sponsored projects.
Basic Requirements
There are two basic requirements:  One, the proportion of an individual’s total compensation charged to a sponsored project must be approximately equal to or less than the proportion of the individual’s total effort expended on the project; and two, the amount of actual effort expended on a project usually cannot be reduced from the level of effort that was committed in the project proposal by 25% or more without awarding agency approval.
Documenting Compliance
Documenting compliance with the basic requirements is a four-stage process.  The four different stages are:

1. Proposal
2. Award negotiation and notification

3. Post award administration

4. Certification
Proposal Stage
The commitment of effort begins with the award proposal.  Proposals, in most cases, must show the percentage of effort that the principal investigator and other key personnel intend to commit to the project.
When determining what effort to commit, one must consider not only the level of effort that will be necessary to complete the project work scope, but also the level of effort that will be necessary to complete their other University responsibilities, which would include their other sponsored projects and their nonsponsored research, teaching, clinical, and administrative activities.
The percentage of effort committed should normally be commensurate with the percentage of salary requested except in cases where the awarding agency policy limits salary funding.  The Biological Sciences and Physical Sciences Divisions have written policies regarding sponsored project effort commitments and salary reimbursements that can be accessed through University Research Administration’s Web site.  For other divisions and schools, one should check with the dean’s office for policy and/or guidance.
Effort commitments made to an awarding agency can be funded or unfunded.  Unfunded commitments are University cost sharing expenses.  The University must account for actual effort to document both funded salary and committed cost sharing expenses.  On the other hand, the University is not accountable to the awarding agency for the amount of unfunded actual effort that exceeds the effort commitments.
Federal regulations define ones total effort as being whatever amount of time they devote to fulfilling their University responsibilities.  It is not limited to a specific number of hours.  For example, if one worked 40 hours per week on a sponsored project, 5 hours on teaching activities, and 5 hours on clinical activities for a total of 50 hours, then their effort percentage distribution would be 80% sponsored project, 10% teaching and 10% clinical.  In this example, some individuals might reason that they could claim 100% effort against the sponsored project simply because they worked 40 hours on the project, but federal regulations prohibit that.  Instead, the regulations require that the percentage of effort assigned to individual sponsored projects must be expressed as a percentage of the total effort necessary for one to fulfill all of their University responsibilities.

Award Negotiation and Notification Stage
Subsequent to the award proposal submission, the University and the awarding agency will often negotiate a revised budget.  If the negotiated changes impact the effort commitments that were made in the original proposal, then the effort commitment changes should be formally communicated to the awarding agency, else one would be required to fulfill the commitment that was originally proposed.  In these instances, University Research Administration will assist one in those communications.

Post Award Administration Stage
When the University receives an award, the accounting for actual effort and salary expense begins.  There are three different accounting processes for salary expense associated with committed effort.

1.
Committed effort with commensurate salary funding
Salary expense is charged to a University account created to record expenses for the award that will be funded by the awarding agency.  The percentage of salary charged to the account should be equal to the percentage of effort that one committed and the awarding agency funded. 
2.
Committed effort without commensurate salary due to reasons other than the NIH salary caps
Salary expense is charged to a University account created to record the committed cost sharing expenses of the award.  In most cases the cost sharing account is an Associate Account of the award, but in some cases, such as NIH’s institutional training (“T”) and career development (“K”) awards, the cost sharing account can be another sponsored award account.
3.
Committed effort without commensurate salary funding due to NIH salary caps
Salary expense is charged to a University nonsponsored account.  It is not separated out from other salary expense charged to the nonsponsored account.  During the Certification Stage, the University’s effort reporting system will determine the effort and expense attributed to NIH salary caps based upon the amount of funded salary and committed cost sharing expenses not attributed to the salary caps.
If during the life of the award, actual effort decreases significantly (5% or more of total effort) from the original or revised commitment, then a commensurate change must be made to the amount of salary expense charged to the award accounts (see 1 and 2 above).  Principal investigators must communicate such changes to the sponsored project administrator.  Also, most awarding agencies require the University to seek their prior approval if individuals identified as “key personnel” are planning to reduce their actual effort by 25% or more from the effort levels that were committed in the project proposal or are planning an absence for a continuous period of 3 or more months.
Certification Stage
Federal regulations (OMB Circular No. A-21) require that at least annually a statement be signed that certifies that an individual’s sponsored project and/or cost sharing salary charges are reasonable in relation to the percentage of effort they expended on individual sponsored projects and all of their other University responsibilities.

The University uses data from the accounting described in the Post Award Stage Section above to produce an Annual Certification Statement (ACS) (see Figure 1 for an example) 
                              UNIVERSITY OF CHICAGO                            
                             EFFORT REPORTING SYSTEM                   MM/DD/YY
                          ANNUAL CERTIFICATION STATEMENT
                           FOR FISCAL YEAR ENDED 06/30/YY
NAME:  DOE, JOHN          STATUS:  FACULTY 

DEPT NAME:                                                      DEPT NMB: NNNNN
SPONSORED PROJECT ACCOUNTS                                    FAS       SALARY
                                    AGREEMENT NOS.:            ACCT        PCT

                                  --------------------------------------------

PHASE I                            5 U01 AB012345-11       5-20632       20.130

PHASE I                            5 U01 AB012345-10       5-20523       32.002
SENIOR LEADERS                     5 P30 CB012345-31       5-31289        5.312
AHA                                AHA99999                6-35687       10.123

                                                                         ______
                                                           SUBTOTAL      67.567
All OTHER UNIVERSITY RESPONSIBILITIES                      VARIOUS       32.433

                                                                         ______

TOTAL                                                                   100.000
-------------------------------------------------------------------------------

I CERTIFY THAT THE ABOVE SALARY PERCENTAGE DISTRIBUTION TO INDIVIDUAL SPONSORED AGREEMENTS AND “ALL OTHER UNIVERSITY RESPONSIBILITIES” IS REASONABLE IN RELATION TO THE WORK PERFORMED.

SIGNATURE OF CERTIFYING PERSON_________________________________ DATE___/___/___
PRINTED NAME OF CERTIFYING PERSON______________________________________________
PRINTED TITLE OF CERTIFYING PERSON_____________________________________________
-------------------------------------------------------------------------------
NOTES AND INSTRUCTIONS:

(1) THE SPONSORED PROJECT PERCENTAGES SHOWN ABOVE ARE THE PERCENTAGES OF THE INDIVIDUAL’S SALARY THAT WAS CHARGED TO OR COST SHARED WITH A SPONSORED PROJECT.  INDIVIDUAL AGREEMENT PERCENTAGES CAN BE DEEMED REASONABLE IF THEY ARE APPROXIMATELY EQUAL TO OR LESS THAN THE PERENTAGES OF TOTAL EFFORT THAT THE INDIVIDUAL EXPENDED ON THEM.

(2) THE “ALL OTHER UNIVERSITY RESPONSIBILITIES” PERECENTAGE CAN BE DEEMED REASONABLE IF IT IS APPROXIMATELY EQUAL TO THE PERCENTAGE OF TOTAL EFFORT THAT THE INDIVIDUAL EXPENDED ON VOLUNTARY UNCOMMITTED COST SHARING (I.E., UNCOMMITTED SPONSORED AGREEMENT EFFORT), NONSPONSORED RESEARCH, TEACHING, CLINICAL, ADMINISTRATION AND ALL OF THEIR OTHER UNIVERSITY RESPONSIBILITIES.  (NOTE:  OUTSIDE CONSULTING TIME IS NOT A PART OF AN INDIVIDUAL’S UNIVERSITY RESPONSIBILITIES.)

(3) AN INDIVIDUAL’S TOTAL EFFORT IS EQUAL TO THE TOTAL TIME HE OR SHE EXPENDS ON HIS OR HER UNIVERSITY RESPONSIBILITIES.  TOTAL EFFORT IS NOT LIMITED TO 40 OR ANY OTHER SPECIFIC NUMBER OF HOURS.

(4) INDIVIDUALS ARE NOT REQUIRED TO MAINTAIN DETAILED TIME RECORDS OF THEIR ACTUAL WORK; THEY ARE ONLY REQUIRED TO MAKE REASONABLE ESTIMATES OF THE RELATIVE AMOUNT OF EFFORT THEY DEVOTED TO INDIVIDUAL SPONSORED AGREEMENTS AND TO ALL OF THEIR OTHER UNIVERSITY RESPONSIBILITIES.

(5) EACH FACULTY MEMBER SHOULD SIGN HIS OR HER OWN STATEMENT.  NON-FACULTY STATEMENTS SHOULD BE SIGNED BY THE PRINCIPAL INVESTIGATOR OR THE EMPLOYEE.  UNLESS APPROVED BY THE COMPTROLLER’S OFFICE, ELECTRONIC OR STAMPED SIGNATURES ARE NOT ACCEPTABLE.

(6) IF THE SALARY DISTRIBUTIONS ARE NOT REASONABLE, NOTIFY ADMINISTRATIVE SUPPORT STAFF.
Figure 1

for each individual who had any part of their regular or extra service (e.g., “summer” salary) compensation charged to a sponsored award or accounted for as a committed cost sharing expense.  A separate ACS is produced for the regular and extra service compensation, so it is possible, particularly for faculty with three-quarter appointments, to receive two ACSs.

The certification is done by collecting Annual Certification Statements (ACS) that confirms that the percentage of effort an individual expended on an individual sponsored project was approximately equal to or greater than the percentage of the individual’s salary that was funded by the project or accounted for as a committed cost sharing expense.

When determining whether the percentages of effort associated with the sponsored projects is reasonable, faculty and other employees should consider all of their University responsibilities and not just their sponsored project responsibilities.  Employees need to consider their nonsponsored research, teaching, clinical and administrative responsibilities.  (Note:  Outside consulting activities are not part of an individual’s University responsibilities.)  Faculty and other “key personnel” should review and consider effort commitments made to the sponsored projects awarding agencies.  Effort percentages should be consistent with other employee activity documentation such as scheduled clinic hours, patient billings, teaching contact hours, scheduled committee meetings, etc.

As was stated in the Proposal Stage discussion, an individual’s total University effort is whatever amount of time is needed to fulfill all of the individual’s obligations to the University.  It is not a fixed at 40 hours or any other number of hours.  What amount of time it is can and will vary from person to person, but the total effort percentage must always add up to 100%.

Each faculty member should certify their own ACS.  Principal investigators should also sign the ACSs for non-faculty employees charged to their awards unless they have the employee sign their own ACS.  Administrators should not certify an ACS other than their own.  However, in cases where the employee or principal investigator are not available, an administrator may certify the effort provided they can document their basis for verifying that the actual work was performed.
Frequently Asked Questions
1.
What is being certified on the Annual Certification Statement?
2.
How are the effort percentages on the ACS arrived at?
3.
How “accurate” do the effort percentages on the Annual Certification Statement (ACS) need to be?
4.
What if an employee cannot certify because the effort percentages are too high?
5.
What if the only way an effort report can be certified requires more general funds to be allotted?
6.
What happens if a person reports 30% effort on a sponsored project that provided funding at a 40% level?
7.
What should be considered as part of my University effort?
8.
Why can't faculty use a 40-hour week as a base for their sponsored project reporting and then consider the additional hours needed to fulfill their other University responsibilities (e.g., teaching and clinical activities) as time that they "volunteered" to the University?  Aren't the sponsors getting what they paid for?
9.
Just as consulting firms have fewer billable hours than there are hours in the workweek, can’t we also think in those terms?  What about development time for conferences, writing papers, etc.?  Can’t we charge some of this to a sponsored project, just as we would charge sick time?
10.
Is it appropriate for nonfaculty academic positions to have 100% sponsored project effort?  Some spend time writing grant proposals, working with students and serving on University committees.
11.
Should faculty  be keeping time sheets like law firms or consulting firms?
12.
My NIH “K” award requires that I spend 75% of my professional effort on activities related to the goals of the award.  I do that, but the effort percentage on my ACS shows only 50% against the award, how come?
13.
If an award receives a no-cost extension, do the levels of effort committed in the proposal extend into the no-cost extension period?
14.
Why was I given two ACSs?
1.
What is being certified on the Annual Certification Statement?
The ACS is certifying that the percentage of effort an individual expended on an individual sponsored project was approximately equal to or greater than the percentage of the individual’s salary that was funded by the project or accounted for as a committed cost sharing expense.
2.
How are the effort percentages on the ACS arrived at?
The percentages are based upon the amount of the individual’s total salary (exclusive of clinical bonus payments) that was funded and/or accounted for as a cost sharing expense of a sponsored project.
3.
How “accurate” do the effort percentages on the Annual Certification Statement (ACS) need to be?

The ACS effort percentages need to be reasonable.  The ACS effort percentage can be less that the actual effort percentage by any amount.  But if the ACS effort percentage is greater than the actual effort percentage by 5% or more of an employee’s total effort, then a downward effort adjustment required.  In the case of the latter, notify the sponsored project administrator.
4.
What if an employee cannot certify because the effort percentages are too high?

They should contact the principal investigator or administrator and ask that payroll accounting adjustments be made to reduce the effort percentages.  Once the adjustments are made, a revised ACS will be produced for his/her signature.

5.
 What if the only way an effort report can be certified requires more general funds to be allotted?

The general funding will have to be made available.  The University cannot charge to a sponsored project a portion of a person’s salary that is greater than the proportionate amount of effort he/she expended on the project. 

6.
 What happens if a person reports 30% effort on a sponsored project that provided funding at a 40% level?

If the actual effort level is less than the funded level, the actual salary funding from the project has to be reduced.  The terms of the agreement, however, may allow this funding to be re-budgeted to other salaries or other costs.  Also, when “key personnel”  reduced their effort by 25% or more, the awarding agency almost always requires immediate notification.

7.
What should be considered as part of my University effort?

Your total University effort is made up of whatever research, teaching, clinical and administrative activities are necessary to fulfill your University responsibilities.  Activities that generally should not be thought of as being part of your University responsibilities include:  external consulting; serving on external boards, study sections, or national committees; community service; professional societies; and editorial and journal reviews.

8.
Why can't faculty use a 40-hour week as a base for their sponsored project reporting and then consider the additional hours needed to fulfill their other University responsibilities (e.g., teaching and clinical activities) as time that they "volunteered" to the University?  Aren't the sponsors getting what they paid for?

There is no standard faculty workweek.  Faculty--and other monthly salaried employees--are compensated not for a standard workweek, but for the duties they are expected to perform under the terms of their employment.  Sponsors are paying for a percentage of the faculty member's total University effort, whatever that may be.

9.
Just as consulting firms have fewer billable hours than there are hours in the workweek, can’t we also think in those terms?  What about development time for conferences, writing papers, etc.?  Can’t we charge some of this to a sponsored project, just as we would charge sick time?

No.  Sponsoring agency regulations prohibit that.

10.
Is it appropriate for nonfaculty academic positions to have 100% sponsored project effort?  Some spend time writing grant proposals, working with students and serving on University committees.
If the grant proposal or student and committee work are not directly benefiting the sponsored project as a direct cost, then the effort and proportionate amount of salary should not be charged to the project.

11.
Should faculty be keeping time sheets like law firms or consulting firms?

No.  Faculty need only make reasonable estimates of the amount of effort spent on individual sponsored projects.  Estimates, however, should be consistent with all existing documentation of faculty activities including clinic hours, patient billing, teaching contact hours, and scheduled committee meetings.

12.
My award requires that I spend 75% of my professional effort on activities related to the goals of the award.  I do that, but the effort percentage on my ACS shows only 50% against the award, how come?

There are at least two possible explanations:  One maybe that the award was not active during the entire University fiscal year, and the other may be that less than 75% of your salary was funded by or accounted for as cost sharing expense of the award.  If the latter is the case, contact the sponsored award administrator and request that he/she charge additional salary expense for you to the award or its cost sharing accounts.
13.
If an award receives a no-cost extension, do the levels of effort committed in the proposal extend into the no-cost extension period?

If the request for a no-cost extension is made without a request to decrease the effort commitments committed in the proposal, then the levels of effort committed in the proposal will extend into the no-cost extension period.
14.
Why was I given two ACSs?

You had regular pay and extra service pay charged to sponsored project accounts.  Each ACS needs to be completed.  Obviously, when completing the regular pay ACS, think only of the activities for which your regular pay compensation was received, and when completing the extra service ACS, think only of the activities for which you received extra service compensation.
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