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May 2005

Consolidated TRAC Guidance

A set of consolidated guidance has been written and should be available in June.  We will let you know when it is available.  It consolidates the three TRAC manuals and the updates (including the material contained here).  

It will not include any new material.  However, even experienced TRAC managers may find it would be useful to flick through it, as it brings together and re-presents, as a coherent whole, guidance that had been developed for different purposes over 5 years.

It will be available in web-form, with a short published overview for academic managers, sponsors, and those unfamiliar with TRAC.

Income allocation

Income is to reported alongside the five cost figures from 31 January 2006 (i.e. starting with 2004/5 data).  HEFCE guidance on this is given in the recent circular letter 10/2005 accessible via http://www.hefce.ac.uk/pubs/circlets/2005/cl10_05. SHEFC and ELWA will also require the same methods to be followed.

The internal audit review should also cover income allocation.
Update on other activities arising from the FRAC report

HEFCE letter 10/2005, above, also gives an update on quality assurance processes, and cost adjustments.
Project costing form

A series of fEC workshops hosted by BUFDG, organised by John Newton, has taken place around the country over the last few months.  A case study has been used for that workshop.  This has now been finalised, and meets good costing practice, TRAC, and Research Council requirements.  It is attached – case study.doc gives the data; and case study answer.xls sets out an example of the build-up of the fEC of the project, from which the RC price can be prepared.  Please note that the attached replaces all previous versions of this case study.

PGR costs

A study has been carried out for HEFCE of the costs of training and supervision of PGR students.  It is not a TRAC requirement to prepare these costs, even for project studentships.  However, the report may be of interest to institutions.   It uses TRAC methodology.   It is available at http://www.hefce.ac.uk/pubs/rdreports/2005/rd01_05
These costs will change (probably increase) when the PGR weightings on indirect cost rates and estates rates are reviewed in 2006.

Default indirect cost rates and estates rates

The default indirect cost rates and estates rates for 2005/06 have just been announced.  The rates, quoted at 2005/06 prices, are accessible via 
http://www.hefce.ac.uk/finance/fundinghe/TransparencyReview/   

The non-compliant default rates apply to HEIs without robust TRAC methods.  The dispensation rates apply to institutions that are eligible for and wish to apply dispensation, and to non-HEI institutions that are not using TRAC methods.

Rates will not be capped, however, if your rates are above the UQ rates for the sector, then you need to be prepared to justify these to your sponsors, if asked.  Methods that could be used to justify rates were given in the January 05 FAQs ((e) Q3).  If an institution is unable to justify any of these higher rates, then they need to apply the relevant non-compliant default rate.   The web-page above also gives the UQ sector rates, in 2003/04 prices.  

Indexation

The Research Councils are likely to ask institutions to prepare indexed costs when making their applications for research grants and contracts.  

(They currently ask for un-indexed cost totals (quoted at prices that apply to year one of the project), and profile and index these costs themselves, when arriving at their price.  This leads to two sets of fEC totals being established, which is not only a duplication of effort, but leads to misunderstandings over which is the ‘real fEC’ and how each was calculated.)

Discussions are taking place about the indexation and profiling methods that institutions should use.  The Research Councils may decide that the GDP deflator should be used as the index, unless better evidence identifies a more appropriate one.  The GDP deflator may be different from indices that institutions are using to calculate the fEC.  If this is the case, then institutions will have to calculate two sets of indexed figures – one to establish the cost, and one to establish the price.

It is unlikely that institutions will be required to give indexed costs on project applications from 1 September 2005.  However, this may happen in the Spring 2006.  Institutions need to start to consider the impact on their systems, and the processes that surround them, now.

Clarification of the Guidance

Over the past few months a number of issues have been put forward for clarification.  These have also arisen as the Research Councils finalise their procedures and as the consolidated guidance was prepared.

The issues are as follows:
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TRAC principles

Definition of a researcher

The definition of a researcher has now been clarified and is as follows:

Research is undertaken by researchers who are generally academic staff or research staff.  It is often difficult to determine when other members of staff should be classified as a researcher in TRAC fEC.

Researchers who carry out Research work on a project have indirect costs and estates costs applied to their time.  They are also included in the staff FTE number used as the divisor in the calculation of the indirect cost rate, and often in the divisor used to calculate the estates charges.

In general, a researcher under TRAC is anyone who will make a significant intellectual contribution to a research project.  Typically such a person would be qualified to carry out independent or supervised research, might provide an academic lead for research, or could provide expert advice to a research project.  A researcher has a thorough understanding of what they are doing, can interpret results and devise appropriate ways forward (rather than, for example, carrying out a set of routine operations under carefully supervised conditions).

These will normally be staff on academic or researcher grades although they may include staff on other grades where the individual is acting as a researcher.  Examples of the latter include research nurses, high-grade technical staff who act in the capacity of a researcher, data managers who have a major role in structuring the data analysis.
Anyone who is eligible in the RAE as a named researcher or as a research assistant, or who clearly satisfies the definition of a researcher given by the relevant sponsor, is classified as a researcher under TRAC.   In other cases, a principal investigator must make a judgement on whether to return an individual as a researcher and the person would then need to be recognised as a researcher by a sponsor (or, for example, by a Peer Review Panel) considering an application.  Staff who provide support to those carrying out research are unlikely to be researchers e.g. trial managers acting in a purely administrative role.

All researchers’ costs should be charged to research projects as directly incurred or directly allocated costs, and their FTEs should carry indirect costs and estates costs, i.e. count towards the FTE multiplier for the indirect costs and estates charges.  They should also be included in the FTE count used as the denominator for working out the indirect cost rate and estates charges for the years in which they are researchers. Particular care should be taken with the staff who are not on researcher grades but who are carrying out some Research work and are included on a research project as a researcher.  Their time on research should be included in the FTE count used to calculate the estates charges and indirect cost rate, each year.
Annual TRAC

Time allocation – statistical sampling

When statistical sampling, the requirement to repeat the data collection to check the bias in the data has been softened slightly:

The same population should be tested two years running, or the data confirmed in some other way (less robust processes can be used for this) to check the bias (variability) in the data to confirm that it provides acceptable levels of statistical precision.
Time allocation - response rates  

The following was in the original Guidance, but not reiterated as part of the QA process.  Institutions are reminded that:

The sample siz​es of respondents should ensure that the data is robust for Research activity for each sponsor type (e.g. Research Councils, OGDs, charities) at an institution level.

Short courses

Academic time and other costs incurred for short courses which are not credit/award-bearing is currently allocated to NPFT.  However, the income guidance requires institutions to allocate income from PF bodies (local authorities etc) to PFT.  Where material, the costs of non-credit/award bearing courses which are commissioned by a PF organisation should be allocated to PFT. 

Indirect costs, and COCE - restructuring and interest costs 

Restructuring and interest costs are replaced by the gross COCE adjustment.

Interest costs should include mortgage interest.  Restructuring costs should include the costs of voluntary retirements and any pension top-ups made on voluntary retirement.  

Both restructuring and interest costs should initially be included in the indirect cost total.  They should also be deducted from the gross COCE, leading to a net COCE.  The net COCE should then be included in the indirect cost total.  

It is the net COCE that should be reported to the funding councils as the COCE adjustment on the annual TRAC return.

Actual restructuring costs and actual interest costs plus the net COCE are all included in the indirect costs, and the indirect cost rate.  (Put another way, a gross COCE that incorporates actual restructuring and interest costs is part of the indirect costs.)

This applies from 31 January 2006, if not already in place.

Reconciliation to financial statements

Normal audit trails should be included as part of the cost attribution model to ensure data integrity, and it is good practice (periodically) to carry out an independent review of the logic etc.  As part of this a running check on the totals allocated should be done (to ensure they remain reconciled with the consolidated financial statements including exceptional items, before taxation, plus cost adjustments).

Charge-out rates

PGR FTEs

PGR FTEs form part of the divisor (denominator) of the indirect cost rate and the estates charges.  Students who are ‘writing-up’ should not be included in this FTE number.  They are not the same as a fully registered student in terms of fees, funding or academic support.

Continued use of indirect cost rates beyond 31 January 

Rates should be calculated once a year, and apply from the 1 February of a year for the following 12 months.  Institutions that are unable to calculate updated rates on 1 February of a year can continue to use their previous year’s rates (but without further indexing).  

When their new rates are available these would be applied to research projects until the following 31 January.  The fEC-based price calculated on projects already being reviewed by sponsors will not, however, be changed.  Therefore, it is not a TRAC requirement to re-cost these projects with the latest rates, although this is good practice.  

If new rates are not available by 31 July of Year 2 (i.e. 18 months after the rates were first applied) then the non-compliant default rates apply, until the rates are recalculated.

Major facilities – animal houses

 

TRAC requires major facilities to be charged as a DA cost no later than August 2007 (i.e. from 1 February 2008).  Animal houses should be considered a major facility for this purpose.  

The purchase of animals should be a DI cost (and if the number actually purchased is less than or more than originally estimated, the actual DI costs will change).  

Surgical procedures that are specific to a project should be charged as DI.

Other costs, in particular housing, maintenance and operating costs, should be DA costs, charged to projects using charge-out rates.  The DA costs should include: 

· estates costs of the defined space housing the facility

· facility manager, veterinary services, laboratory technicians, other administrative staff

· bedding and feed 

· other operating, maintenance and support costs

These costs should not be included in the estates or indirect cost rates, or charged as a DI cost.

A number of charge-out rates should be calculated and applied to projects - these would vary depending upon the type of:

· animal;  

· condition; 

· care/maintenance provided. 

The charge-out rates would be expressed in appropriate time periods (e.g. weeks).

As with all major facilities, TRAC requires an 'efficient utilisation' to be assumed when calculating the charge-out rates, but allows any under-recovery of actual costs that might result from the estimated utilisation being lower, to be included in the estates cost.

 

Indirect cost rates for T and O

Although calculating indirect cost rates for T and O remains a requirement, and TRAC costs need to be prepared to provide a basis for these:

a) there is no longer mandatory guidance as to how the indirect cost rates for T and O should be calculated  (the Guidance is being amended to say that “similar techniques could be used…as for R… but should be expressed differently…”).  There is, for example, no guidance on whether to produce a separate estates rate, or what the denominator/s should be;

b) the requirement to produce rates for T and O at a discipline level have softened:  ‘as appropriate’ has been added

TRAC fEC

Contribution-related pay and post regrading

The Universities and Colleges Employers Association issued a letter to heads of universities 10 March 2005 that advised that: 

 

a. contribution-related pay progression (accelerated increments or discretionary points at the top of pay scales) should not be included as part of a project’s direct costs as exceptional contribution from the staff concerned cannot be guaranteed.  However, as they hope that such rewards will be merited, they suggest that universities and colleges have institution-wide funds for these purposes, and that such funds would be a legitimate part of the indirect costs for which HEIs will apply;

b. regrading of a post because of increases in role demands during the latter stages of a project should, similarly, be excluded from estimates of direct costs – unless it is clear from the outset that the research will entail such a change in roles (in which case, for example, two time-limited posts might be included in the application).  However, as regrading may in the event prove necessary and appropriate in some cases, HEIs could make allowance for this in their estimates of indirect costs;

c. indexation of salary (and other) costs – for example, to allow for future nationally-agreed uprating of the single pay spine – should not be included in estimates of direct costs for the present.  The Research Councils are currently working with representatives of the HE sector on how indexation in general should be handled, and will advise universities and colleges on this when these discussions are concluded.

Please note that these points relate only to Research Assistants, Research Fellows, and other staff charged as DI costs.  They do not relate to PIs or Co-Is who are charged as DA costs.  

For DI staff (Research Assistants, Research Fellows):

Whist these costs cannot be included in the pre-project award DI totals, it is not yet clear that these costs will be included in indirect costs or be reported as DI costs – further guidance will be issued.

For DA staff (PIs)

As stated in Update (4), academic staff salaries applied to hours estimated on a project should be expressed at year one prices, plus an estimate for average promotions and increments over the life of the project.  

This should include an uplift to reflect an appropriate proportion of additional payments likely to be incurred from promotions, from contribution-related pay (e.g. bonuses or increments when at top of scale), or from a change in the pay structure (e.g. the introduction of a single pay spine or other salary costs arising from the implementation of local pay arrangements).   

The impact on a single individual (or a particular pay banding) will not generally be known, so the uplift should be based on the estimated average uplift in academics' salaries across the institution.  Uplifts in salaries across all years of the project should be considered.  (The TRAC Manual suggests that “to do this, the salary at the midpoint of the project life, assuming an annual pay increment, expressed in year one prices, could be used as the year one salary.”)  

DI technicians

Laboratory technician costs can be DI or DA.  To be DI they will generally be working on one project (with their pay coded to that project at source).  They might, however, be working on more than one projects, in which case their costs can only be charged as a DI cost from timesheets.  These timesheets should be prepared on at least a quarterly basis, and it is good practice for them to be counter-signed by their managers.  If they cannot complete timesheets they should not be recorded as a DI cost, and should be included in the DA charge-out rate for technicians.

DI technicians completing timesheets might identify some of their time as Support (i.e. time that is not directly spent on Teaching or a research project or supporting other research work).  The costs of this Support time should be built into the DA charge-out rates for technicians.

DI costs - purchase of equipment

When equipment is purchased on a RC project, it is all included as a DI cost.  (Of the total cost of all this equipment, £50k will be funded at 80%, and the balance at 100%.)  Institutions will continue to choose to build equipment rather than buy it where there is a good technical reason for them to do so.  Where an institution manufactures or assembles a piece of equipment internally, then the materials bought can be included as part of this DI cost.  (The labour costs cannot – they will be part of staff costs, included as either DI or DA technicians.)

When costs start to be recorded against a project

Volume III (B1-240) said that 

Project cost records should commence immediately work on the project has started, which might be a different date from that of a RA’s recruitment or the incurring of other direct expenditure. 

This has now been changed to the following:

Entries should be made in project cost records once the work has started.  For DI costs this will be when they start to be incurred.  For DA and indirect costs this could be when the DI costs start to be incurred, when the investigator starts work, or when the sponsor recognises these costs for funding.  It may be easier for institutions to use the latter, so that their costing and invoicing/income receivable systems are compatible.  

The Research Councils, for example, allow expenditure to be incurred prior to the start of the research, and subsequently charged to the grant, provided it does not precede the data of the award letter.  Payments will however take effect from the notified start date (shown on the starting certificate) or, if staff are being appointed, from the date when the first such staff start work.









