TRAC fEC






published May 2005
Project costing example B

This case study is based on an example presented and discussed at TRAC fEC project costing workshops held in late 2004 and early 2005.  The case study data and the model answer have changed since those workshops.  This case study should be considered as replacing that earlier material, which should no longer be used.

Case study – full set of questions

1. Calculate the fEC of the project based on the attached data, showing a split of costs as follows: Directly Incurred costs, Directly Allocated costs, Indirect costs and Exceptional items.

2. What would be different for the new host institution if the project was transferred 2 years into the life of the project?

3. Calculate the price to be charged to;

(a) Research Councils/AHRB

(b) Industrial sponsor (distinguishing between a public good project and a non-public good project)

(c) OGD (distinguishing between commissioned research and non-commissioned research)
(d) Charity

(e) EU

Use the attached data and refer to the references in the TRAC Guidance Manuals and the 4 TRAC updates. Please use other references in the guidance provided as appropriate.

Notes:
i. The attached model answer only covers (1) and (3a) of the questions above.

ii. In practice: 

· the principal investigator would estimate the resources required (academic time, DI costs and use of DA equipment); 

· research administrators would use these to prepare the project costings, or the system would do so automatically; 

· they would apply charge-out rates for indirect costs, estates costs and equipment that had been prepared at the beginning of the year by the TRAC manager or an accountant in the central finance department.
Full Economic Costing – case study data

Life of project – 3 years

First year of project – Y1

Financial details:

	Note
	Details
	Estimated costs (K£)
expressed in first year (Y1) prices

	1
	Travel
	£K6

	2
	Consumables
	£K90

	3


	Equipment
	£K150 of new equipment:

(£K40 – new purchases, residual value at end of 3 years is nil with total expected life of 5 years)

£K110 – new purchase of one item with nil residual value at end of project ) 

plus use of existing equipment:

£K600k replacement value, one research facilty – already owned and two years old, expected life 6 years, operating costs of £K20 p.a., total use on a number of projects is 200 days p.a. which is considered efficient utilisation.   Use on this project is estimated at 100 days p.a.

	4
	Computing costs
	£K1p.a. being recharges of computing time

	5
	Project studentship stipends and tuition fees
	one PGR student for 3 years:  £K12 p.a stipend, £K4 p.a. tuition fees

	6
	Technician, dedicated to project
	£K20 p.a., top of scale

	7
	Principal investigator (PI)
	£K60 p.a. (top of scale): only dedicates 675 hours in total over project life to the project and works on three other projects. Time spent training and supervising research students funded as part of the project is 3 hours/week for 43 weeks p.a. (129 hours p.a.): time spent on training and supervising research students funded elsewhere is 2 hours/week.

	8
	1 Co-investigator (Research Council Fellow)
	£K45 p.a. (top of scale)

Spends 495 hours in total on this project
Time is being 100% charged to a RC fellowship project during the next three years

	9
	1 Co-investigator
	£K30 p.a. (not at top of scale: 4 increments of £700 p.a. to achieve)

Spends 187.5 hours on the project p.a., 562.5 in total over project)

	10
	1 Research Assistant 
	£K26 p.a. with annual increments of £K1 p.a. (to be employed 50% on project for Y1 only. Already doing another job for an OGD to which already charged 100%; but will be replaced on that project)

	11
	1 Research Assistant 
	£K28 p.a, top of scale and works on the project for 3 years

	12
	Visiting researcher 
	Works 1320 hrs p.a. on this project for 3 years. Normal salary costs are met by the Researcher’s institution and not recharged to the institution leading the project, but £K5 p.a. is paid by the lead institution. 


Note: Salary costs include “on-costs” such as NI, superannuation and allowances.

Other university data

	Details  for Y-1
	Statistics

	Academic Staff FTEs, excluding RAs, but including the time of visiting researchers
	900 (100 direct to R)

	Research Assistant FTEs
	100 (who spend all their time on externally funded research); plus

20 (who spend 90% of their time on externally funded research and 10% on T and S)

	Pooled laboratory technician FTEs
	20

	PGR student FTEs in laboratory departments
	600

	Other student FTEs
	14400

	Estates costs (includes depreciation of £4 million, Pooled Technicians of £K 200, generic IT costs of £1 million.  Does not include computing costs that are being directly allocated)

includes the costs of one research facility that is being directly allocated
	£20 million with £6 million attributed to R.

	(Other) indirect costs 
	£40 million (Note this includes central depts’ use of space). £10 million attributed to R.

	Contractual working year of academics in the institution
	43 weeks with contractual hours of 35 hours/week

	COCE adjustment (not included in indirect cost total above)
	£3 million (£1 million attributed to R)

	Infrastructure adjustment
	£2 million (£0.5 million attributed to R)

	Estimated indexation over life of project
	3% p.a. year 2

3.5% p.a. year 3

(all cost assumptions are stated at Y1 prices)

	Institution’s indirect cost rate (calculated using pre-TRAC methods)
	70%

	Equipment depreciation period
	3 years

	There are only laboratory departments in this university – no non-laboratory departments


	


