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These FAQs give clarification on some technical aspects of the TRAC guidance.  They are not in any way designed to be a comprehensive set of questions on TRAC fEC.  They cover a few very specific topics that have been raised recently by a number of institutions.   For a full explanation of the requirements in each area please refer to the TRAC Manuals.  

The SuperIndex, available on http://www.jcpsg.ac.uk/guidance/index.htm
provides a useful way of identifying the most appropriate paragraph or entry in the Manuals.

Please refer also to the FAQs issued by the Research Councils on  http://www.pparc.ac.uk/jes/DualSupport.asp   and the FAQs issued by the OST on http://www.ost.gov.uk/research/dualsupport.htm
a.  Equipment

Q1.  Are the RCs being asked to fund the costs of depreciation on equipment that has already been funded by them on previous research grants?

A.  No.  These costs are not part of the costs submitted in the fEC, and they will not therefore be funded again by the RCs.

This is despite the fact that depreciation on this kit is included in the charge-out rates.  This depreciation will however have been deducted from the estates costs calculated by institutions’ TRAC managers, and therefore the estates rates being charged will be lower than the costs identified from the financial statements.  The net effect is that depreciation on research council equipment is not being charged to RCs (or any other project sponsor).

Q2.  Are the RCs being asked to fund the costs of depreciation on equipment that was funded through capital grants such as SRIF?

A. No.  It is possible to interpret the current pricing mechanism as one that helps to avoid double funding.

This is despite the fact that the fEC will include these depreciation costs (unless the kit is very old and its costs have been fully written-off already).  The treatment of their depreciation is different from the equipment covered in Q1.  (The charge-out rates will include depreciation on equipment (and buildings) funded through capital grants such as SRIF.  Whilst an adjustment to the estates costs will be made by the TRAC manager to ensure that it is not charged twice, the net effect is that depreciation on SRIF-funded equipment will still be included in the fEC, unlike equipment funded through previous research grants.) 

However the pricing mechanism can be interpreted in a way that means that there is no double funding.  Costs may be charged to a project, but the funder does not necessarily pay for them.  The RCs are paying less than 100% of the fEC, and the balance that is not being funded could be considered, in part, to cover the equipment funded through capital grants such as SRIF.  

This might reflect part of the OST’s plans for extending the Research Council funding from 80% to near 100%:  

The Government published its Science and Innovation Framework 2004-2014 (‘the Framework’) in which they announced their intention to move to paying close to 100% of the full economic costs of projects by the beginning of the next decade, taking full account of capital funding streams.
(www.hm-treasury.gov.uk/spending_review/spend_sr04/associated_ documents/spending_sr04_science.cfm
(the italics have been added)

Q3.  Are institutions building up a replacement fund for equipment as part of TRAC?

A.  No.  Unlike buildings there is no ‘infrastructure adjustment’ for equipment.  However institutions may be adopting other methods in their internal resource allocation models and strategic plans to ensure that they can finance their equipment needs.
 

Q4.  Is equipment a DI cost on a project costing form?

A.  All equipment purchased through a research project is a DI cost.  This is irrespective of how it is being funded.  The RCs will be funding up to £50k of equipment purchased on a project at 80%, and the remainder at 100%.   It will all be considered DI in terms of virement, even though institutions will be asked to show these purchases in two different places – up to £50k under the ‘DI’ head, and over £50k under the ‘exception’ head.

However, equipment that was already in the institution is a DA cost (this might be either shown separately as a charge for a major research facility, or included in the estates costs).

Q5.  How do we get at ‘efficient utilisation’ when we are working out our charge-out rates for research facilities?

A.  You are required to estimate ‘reasonably efficient utilisation’ which is normal for the sector.  You could consider:

· utilisation that provides you with a market rate for this type of kit;

· a concept of ‘well-managed equipment’; or

· the target utilisation for the equipment (as long as it was not too light).

b.  Estimating investigators’ time 

Q1.  What method should investigators use to estimate time on a research project?

A.  Investigators can estimate their time in a number of ways - three examples are (a) a month-by-month build up of time, or (b) estimating no. of hours on average across a year; or (c) using a proxy of hours per week per RA, plus time at end for writing up.  By 2007 they need to improve the robustness of these estimates.  The first (a) represents a robust method.
Q2.  How should investigators’ time be entered on the project costing form?

A.  It is good practice to enter total hours on the project.  This would then be divided by the project length (e.g. three years) to arrive at an annual total of hours on the project.  Annual hours multiplied by an hourly rate provides the chargeable salary cost for that investigator for each year.  

Investigators’ time does not have to be profiled across the life of the project (the actual life is often longer than the life assumed for funding purposes by the sponsor e.g. work for a project funded by the RCs over three years is often carried out over six years).  To ensure project costing is not made too complex, time (and associated salary costs) can be spread evenly across the life assumed for funding purposes (e.g. three years) for costing purposes.

Q3.  Don’t we have to show average hours a week?

A.  No.  The first draft of the RC forms did include data entry fields with this heading, but that is being changed.  The RCs will be asking for an estimate of hours required for the whole project.
The RCs will still be interested in average hours per week purely for comparative purposes, but they will be calculating a notional figure themselves (based on standard assumptions about the number of weeks in a year).

Q4.  Why shouldn’t we show average hours a week, or number of days a year?

A.  The use of average hours a week does not encourage academics to think through the real time required (this encourages them to assume that they do the same amount of work in every week, which they do not).  It is also more onerous to cost robustly (as the academic would need to specify their assumptions about the weeks that they will be working on the project in a year, and the number of years they will be working on the project). 

Similarly, the use of number of days in a year is more onerous to cost robustly  (the academic would need to specify the number of days in total that they will be working in a year – and how many hours a day they will be working).

Both of these will be more complex for academics to use, especially if they are using robust methods to estimate their time (e.g. building up their project estimates week by week).

That is why it is good practice to record total hours on the project, not hours a week or days a year.

Q5.  Can we record percentages of time on a project costing form?

A.  It is strongly recommended that you do not.  This implies that there may not have been a particularly robust method of estimating time, and it is difficult to be certain that the costs that are then derived are correct.

Q6.  If we ask investigators to estimate their time in hours across a project, how do we get to numbers of FTEs?

A.  The project hours of each investigator should be converted into hours per annum by dividing by the life of the project.  These hours per annum should be divided by 1650 – that will give a FTE for each investigator.  These are then added together, along with the FTEs of research assistants, to provide the total FTEs for each year of the project.  Indirect cost rates and estates charges would be applied to that total FTE figure.  

(The FTEs of project studentships would also carry indirect costs and estates costs if their costs are calculated on the research project – but these would need to be shown separately, and they do not inform the funding, see (c) below.)

Q7.  Our clinical academics are contracted to work 44 hours a week.  Other staff are contracted to work 35 hours a week.  Can we use these to calculate the cost per hour?

A.  No.  1650 hours is considered a fair and reasonable measure of the time spent on average by academics across all institutions and should be the number of working hours p.a. assumed for each full-time member of staff for costing purposes.

Q8.  Can we include the costs of disseminating research in our project costs?

A. For RC projects the time spent writing the RC final report should be included in the PI time estimates – even if it takes place after the research grant has been completed (as defined by the RCs).  

In some cases there is some specific reporting activity within a project, and here the cost is likely to be a directly incurred project cost.  However most dissemination of research will take place months or years after completion of the project – the costs of this dissemination should therefore be allocated to indirect costs and included in the indirect cost rate.  

 

c.  Project studentships

Q1.  Why do we include PGR FTEs (weighted) when we initially calculate our indirect cost rates and estates charges, when we can’t recover them from RCs?

A.  Costing PGR activity and pricing PGR activity are two different things.  

PGR activity must be allocated indirect costs and estates charges, and including them in the denominator of those calculations means that this has been recognised.

Whenever you prepare a fEC for PGR student activity, these costs should be included.

However, for the next few years project studentships, and other PGR students funded by the RCs will continue to be funded at 100% of tuition fees and stipends (or a doctoral training account and stipends).  There is therefore no mandatory requirement to put their full costs on a project application (or any application for a PGR student made to the RCs).

But a full set of costs still exists for them.  It is just that costs are not being recognised as a basis for RC funding for the present.

Q2.  Can we show tuition fees as a cost of a project studentship on a research project?

A.  Yes, but it is not good practice to do so – this is an underestimate of the real fEC.  Tuition fees represent the level of funding:  they are less than the full costs.  The real cost of supervising and training PGR students is made up of the supervisors’ (and co-supervisors’ and examiners’) time; indirect costs and estates charges on that time; and indirect costs and estates charges on the PGR FTE.

However it is complex to calculate all these costs, and this is not a requirement of TRAC (nor of the RCs).  The RCs will be funding project studentships at the level of the standard tuition fee (plus stipends, see below).  Tuition fees will be shown on the RC application form under the ‘exception’ head;  not as a cost.  They should be shown on institutional project costing forms as part of the price, not the cost. 

d.  Verification of directly incurred costs

Q1.  We are aware that investigators do not have to complete timesheets for TRAC, however we do have one department where academic staff are completing timesheets already for other purposes.  Can we charge their time as a directly incurred cost?

A.  Yes.  However you would need to ensure that (a) the department is a discrete management unit; (b) all academic staff in that unit complete timesheets over the whole life of the project; and (c) the timesheets comply with TRAC (they cover all activities, and all hours worked in a year; and use 1650 hours to calculate salary and indirect costs).

By charging them as a DI cost you will be able to vire their salary costs between other DI cost items on RC and OGD projects.  However preparing timesheets does involve a considerable amount of work and will not be acceptable to most academics.  It is not required by TRAC.

Q2.  We already charge a number of technicians’ costs directly to RC projects.  We do it on the basis of a 0.1 FTE per RA.  Can we continue to do this?

A.  Only as a directly allocated cost.  Technicians charged as directly incurred costs must be supported by timesheets and must be justified in the case for support in a RC grant application.

Q3.  Are we right that there are three ways of charging laboratory technicians costs to research projects, but there will only be two methods by 2007?

A.  Yes.  Laboratory technicians’ costs can currently be charged:

· as directly incurred (with timesheets supporting these charges);

· as directly allocated (a £/FTE basis might be a useful way of ensuring that costs are all charged to projects);

· as part of the laboratory estates cost (but only until 2007).

Q4.  We are confused with the expression ‘pool technicians’ used in the TRAC Manual.

A.  Define it as ‘all laboratory technicians’.  Where they are dedicated to a project or can complete project-level timesheets then they will be DI.  Where they either support a number of projects (but do not complete timesheets) or provide infrastructure support (health and safety, maintenance etc) then they will be DA (or in the estates charge, but only up to 2007).

e.  Indirect cost rates and estates charges

Q1.  Can we change the rates that we have submitted for benchmarking?

A.  Yes.  The rates that are submitted in the January 2005 return can still be changed during 2005.  Institutions can continue to develop their 2003/4 rates, and improve their robustness, until the date that they submit a bid on the new fEC basis to the Research Councils (for RC review from 1 September 2005).

Once a bid has been submitted to the RCs in 2005, the 2003/4 rates cannot be changed.

All institutions are then to calculate new rates, based on 2004/5 data, to be applied to bids prepared from 1 February 2006.  These would then stay in place until 31 January 2007.

Q2.  Will there be another benchmarking process?

A.  Probably.  The QA team will not be conducting a benchmarking exercise after January 2005.  The RCs and funding councils (with sector advice) are currently considering how best to calculate the most appropriate default rates in the future.

Q3.  One of our rates is above our group’s UQ as reported in the May/Dec 04 benchmarking.  Our QA report said that we must justify this – and it has been included as a significant issue.  How do we do this?

A.  Justification will need to be provided to your internal auditors (as part of the QA process).  This could be satisfied by the following:

a) by the rate being below the sector UQ issued from the Jan 05 benchmarking exercise;

or

b) by the institution providing assurance that their processes are robust i.e. 

i. all other significant issues raised by the QA team have been addressed;  and 

ii. they have:

· carried out a sensitivity analysis on their cost allocation model to identify possible reasons for the differential from benchmarking data, and have reviewed the appropriateness of this;

· understood why their rates are above the UQ (e.g. very low direct time, or high Support time; or generally acknowledged through other exercises that they are a higher or lower cost institution);  and

iii. by the institution’s head of Audit or Finance Committee signing a statement to the effect that their rates are above the sector UQ; that they understand that because they are being funded from public funds it is important that they are satisfied that it is a true cost; that, having considered other information (e.g. the nature of the estates, academic workload/productivity, and EMS statistics on the efficiency of the estate) they are satisfied that these are real costs incurred on Research and are a legitimate basis for funding through the public purse.

Q4.  One of our rates is above the UQ January 2005 level.  This was not raised by the QA team as a significant issue (as the results in Dec 2004 showed us below the UQ for our group).  Do we need to do anything?

A.  If you are above a sector UQ rate established from the Jan 05 benchmarking then you need to be prepared to justify this if requested by a sponsor.  The method described in Q3 would do this.  You do not have to ask your internal auditors to review what you have done or report this to the QA team. 

If you cannot or are not prepared to justify it then you should apply the default indirect cost rate/no estates rate (as appropriate).   (This is a slight change to Volume III that stated that the potential outcome would be the application of the UQ rates.  This change has been made to bring the outcome in line with the QA process.)

Q5.  One of our rates is below the LQ.  Do we need to do anything?

A.  You are unlikely to be asked by a sponsor to justify your rate.  If this has not been raised by the QA team as a significant issue then you do not need to do anything, but it would be good practice to use a similar method to that described in Q3 above.

Q6.  We are below the LQ – can we apply the default rate?

A.  No, you must apply your own rate.

Q7.  Are sponsors going to cap the rates?

A.  It is possible that significant outliers (well above the UQ) will not be funded on cost but at an upper level or cap.  This is still under consideration.

Q8.  Our report from the QA team gave us a number of significant issues, and said that we had to address these before we could apply our own indirect cost rate and estates charges.  What happens if we can only address some of these?

A.  It depends which significant issues remain outstanding.  Each significant issue relates to a specific ‘key question’ that was asked on the original self-assessment proforma.  This proforma is available on 

http://www.hefce.ac.uk/finance/fundinghe/TransparencyReview/s-acheck.doc)  Each key question could affect one or both of the indirect cost rate and estates charges – the potential impact is indicated by a number of asterisks that are given alongside the key question on the self-assessment proforma.  

If you have a problem with understanding which outstanding issue affects which rate, please contact Andrew.Bush@kpmg.co.uk.

Q9.  How do we index the rates?

A.  You can use your own assumptions on indexation rates and cost profiling of costs.  However the RCs will be asking for costs based on Year 1 price levels and will then be using their own indexing methods.  Their practice on indexation is currently under discussion and further information on this will be available in due course.  

Q10.  How do we get our costs to Year 1 levels?

A. You should firstly ensure that your investigators make a realistic estimate of the start date.   There is room for improvement in this area.  This will affect the fEC, and the price, perhaps materially.

All costs should then be estimated at Year 1 price levels.  A realistic profiling of costs should also be made to ensure that both indexing (whether done by the RCs or by the institution) and pricing, are then appropriate.  This applies to DI, DA, and indirect costs and estates charges.

Indirect cost rates and estates charges will initially be calculated using historical data.  A reasonable assumption is for two years indexation to be applied to these historical rates when bidding for a research project.  This is an average figure, and there will be swings and roundabouts in how appropriate it is for any one-research project, but it could provide a relatively simple method of indexing to arrive at the Year 1 rates to be used on any project.  

(For example, projects bid for in 2005 will be based on 1 February 2005 rates that use 2003/04 data (i.e. 1 February 2004 price levels).  These rates are to apply from 1 February 2005 to 31 January 2006.   It could be assumed that projects bid for over this 12-month period actually start six months after application.  That means that the average mid-point of Year 1 for these projects could be 1 February 2006.  This would imply that a two-year indexation of the 1 February 2005 rates is reasonable.)

A more detailed calculation could be made, based on the specific (likely) start date of each project, coupled with information that will be available from the RCs about their indexation practices.  However this would be complicated and need not be done unless institutions wish.  The two-year indexing assumption for indirect cost rates and estates charges is an acceptable basis.

In order to arrive at Year 1 rates, an institution should apply the indices that it is using in its planning processes – e.g. those used for their financial forecasts reported to their funding council.

f.  Exceptional costs in the annual TRAC return

Q1.  The line for exceptional items has been removed from the adjustments section of the reconciliation in the 2003/04 TRAC return.  What do I do with the exceptional item from a prior year that we would have charged one-third of to this year?

A.  Ignore it.  Exceptional costs are no longer to be spread over three years, and any elements that might have been brought-forward are no longer to be brought-forward.  All exceptional costs should be shown in the year in which they appear in the financial statements.

Q2.  Won’t this make my indirect cost rate lumpy then?

A.  Yes.  However do remember that you should not be including in your indirect costs any items that relate to restructuring (severances etc) as they are part of the COCE.

Q3.  We will shortly be making a large one-off payment into our pension scheme because of a shortfall in our fund value.  Can we charge this in our indirect cost rate?

A.  Yes.

Q4.  Some staff have taken voluntary retirement prior to their full contributions having been made to their pension scheme.  We are liable to pay these additional pension costs.  Can we charge these in our indirect cost rate?

A.  No.  This is a restructuring cost and should be excluded from the indirect cost rate as it is deemed to be part of the COCE charge (which is included in the indirect cost rate).










