
The Transparent Approach to Costing (TRAC)

Statement of Requirements 

Issued by

The TRAC Development Group

Of interest

Primarily to:

1.  TRAC managers and management accountants with responsibility for producing the TRAC figures and maintaining TRAC systems; Research project administrators/managers.

2.  Auditors and quality assurance officers in institutions, funding and research councils and other public funders of HE.

And also of interest to:

3.  Directors of Finance, Pro Vice-Chancellors of Research, Directors of Research Grants and Contracts and other senior managers either with lead, or significant functional, responsibility for elements of TRAC within the institution.

4.  Individual academics and other institutional professionals (e.g. estates, planning, registry); officers responsible for funding on a fEC basis in research councils and other public bodies.

Content

This is a comprehensive statement of the minimum requirements for TRAC.  It covers all areas of TRAC, listed under the following Sections:










Pages

A. Control environment





 1- 10
B. Annual TRAC 






11-29
C. Calculation of the charge-out rates for Research


30-41
D. Charging costs to research projects



42-48
E. TRAC (T)







49-50
F. TRAC EC-FP7






51-58
Appendix 1 – Consolidated guidance documents


59-65
Pages (ii)-(v) describe the Statement of Requirements and its status, and provide a definition of materiality.
For further information 

If you would like any further information on any aspect of this Statement of Requirements, or on any of the TRAC requirements or processes, please contact the TRAC Support Unit (trachelpdesk@kpmg.co.uk or 0115 935 3400).

Introduction

The Statement of Requirements was designed to be a single reference document that described the TRAC requirements.  However, the requirements included compliance with various definitions, forms and detailed requirements that, because of their detail, were not fully described in the published Statement of Requirements.  Additional documents needed to be referred to; however, these additional documents were not kept up-to-date as changes to the guidance were made.

Version 4.1 of the Statement of Requirements incorporates, for the first time, all of the ‘additional documents that make up the comprehensive set of TRAC requirements that were listed on the last page of the May 2010 version of the Statement of Requirements.   The additional documents are either embedded documents or web links and are numbered, and titled as ‘CONS-x’ (where CONS means Consolidated and x is the number).  They contain references to the relevant points in the Statement of Requirements and to their source in the original Guidance, but do not contain good practice nor the worked examples, presentations, advisory notes and other supplementary material that have been issued as part of the TRAC Guidance. 
All of the consolidated documents will now be updated with subsequent changes as they occur.  The original guidance (in the main guidance, annexes, appendices or updates) has not been altered, and will not be updated.  References to these documents will be as the original content and in the format that they were originally issued to help with traceability and version control, and will remain accessible until further notice through http://www.jcpsg.ac.uk/guidance/ .
Appendix 1 to the Statement of Requirements contains all the ‘CONS-x’ web links and embedded documents.  Some of these documents look different from the original Guidance, but they do not, contain any new or changed guidance from that included or referred to in the Statement of Requirements (version 3.1 May 2010) with the exception only of: 

· The inclusion of a paragraph covering external quality assurance on page iv:
· Compliance with these requirements is the responsibility of each institution.  Institutions will wish to assure themselves that they are compliant and may wish to involve internal or external auditors to do so.  Sponsors maintain their own Quality Assurance processes e.g. HEFCE’s Annual Accountability Exercise, RCUK’s Funding Assurance Programme, Research Councils’ and other sponsors’ rules on grant applications, the European Commission’s audit processes.  Institutions which are in compliance with the TRAC requirements listed in the Statement of Requirements should be able to satisfy these sponsors so far as TRAC is concerned
Where areas of non compliance are found, an action plan should be produced to ensure that compliance is achieved within a reasonable timescale.
· The following additions to A.2.1 (Management):

· Members of the Senior Management Team are familiar with the policy overview

· Members of the Senior Management Team are familiar with the TRAC principles and conventions that provide the basis for the TRAC requirements.
· The following additions to B2.6 (Cost Adjustments);

· For the RFI calculation on expenditure, the total costs are the annual TRAC costs (from the financial statements after depreciation, before exceptional items and before taxation); multiplied by 2.85%;

· Specific restructuring costs are then removed to give the net RFI adjustment on expenditure;

· the attribution to activities is as shown in CONS-9 .
This Statement of Requirement therefore provides a comprehensive, up-to-date, standalone, set of the TRAC requirements that need to be met.

Description

The Statement of Requirements, with all of the additional embedded documents CONS-x, covers the following:

· The first Statement of Requirements, version 1.1, March 2009, which encompassed:

· QAV-METHOD (October 2007, which was based on the annual TRAC/TRAC fEC Guidance issued in 2005 and the Updates up to and including October 2007), with further clarification and detail where appropriate;

· a new section summarising the existing requirements for institutions applying dispensation;

· the annual TRAC/TRAC fEC Updates issued in November 2008, December 2008 and March 2009;

· TRAC (T) Guidance (dated September 2006 and the Updates issued in September 2007, April 2008 and November 2008); and 

· TRAC EC-FP7 (final version dated 10 November 2008 except for Annex 1 (Form E) which is dated 22 December 2008; and the March 2009 Update).
· The amendments made for version 2.1, December 2009, to reflect:

· the TRAC EC-FP7 Update No. 2 August 2009; 

· the three TRAC Updates issued in October 2009, numbers 1 to 3;
· classification of each requirement as relevant to institutions eligible for and applying dispensation (the Section heading is asterisked *), or not relevant (no asterisk is shown).
· The amendments made for version 3.1, April 2010, to reflect:

· the two TRAC Updates issued in April 2010, numbers 4 and 5.
· The amendments made for version 4.1, September 2011, to reflect:

· Incorporation of the embedded guidance documents.

· TRAC Update 6, September 2011, (http://www.jcpsg.ac.uk/guidance/revisions/ ).
Within the Statement of Requirements, a description of each requirement is given in the second column, and the reference to the TRAC Guidance is given in the third column.  All points described in the second column form part of the minimum requirements.  (Any good practice included in this column in version 1.1 of the Statement of Requirements became a minimum requirement in October 2009 – see Update No. 3).  In the fourth column references are made to supporting materials in the original TRAC Guidance to assist institutions in understanding and implementing the requirements.  References are now made to additional documents forming the consolidated guidance documents -numbered CONS-x

In this fourth version 4.1 dated September 2011 all significant changes to the requirements that were listed in the third version 3.1 dated May 2010 are shown in blue font to assist users.  Apart from those in point A.2.1 and B2.6 (detailed above), they are not, however, new requirements, and have been published in earlier documents.

Status

The Statement of Requirements will continue to be updated periodically, as required, to incorporate every change to, or clarification of, the minimum requirements, as they are published.  

It should be read in conjunction with:

· letters to Heads of Institution from the Chairman of the TRAC Development Group (http://www.hefce.ac.uk/finance/fundinghe/trac/tdg/) 

· Key Messages issued in April 2010 http://www.hefce.ac.uk/finance/fundinghe/trac/tdg/TRACkeymessages.pdf;
· July 2009 Overview:  Policy overview of the financial management information needs of higher education, and the role of TRAC – CONS-1 ;
· the Principles and Conventions on which TRAC is based – CONS-2 .
Institutions in the UK should comply with all requirements, subject only to:

· the application by some institutions of dispensation (see A.4 in this Statement of Requirements).  Institutions eligible for, and applying, dispensation do not have to comply with any requirements without an asterisk (*) against the point number.  They should comply with all requirements which have an asterisk (*) against the point number;

· the choice by institutions in Wales whether to report TRAC (T) results;
· the choice by any institution in the UK (subject to EC approval) whether to apply TRAC EC-FP7;

· materiality (see page (v)).

Compliance with these requirements is the responsibility of each institution.  Institutions will wish to assure themselves that they are compliant and may wish to involve internal or external auditors to do so.  Sponsors maintain their own Quality Assurance processes e.g. HEFCE’s Annual Accountability Exercise, RCUK’s Funding Assurance Programme, Research Councils’ and other sponsors’ rules on grant applications, the European Commission’s audit processes.  Institutions which are in compliance with the TRAC requirements listed in the Statement of Requirements should be able to satisfy these sponsors so far as TRAC is concerned.

Materiality

Materiality for TRAC has been defined on two occasions.  The original TRAC definition of materiality was followed by QAV, but QAV also introduced a tighter definition of materiality for any area that might affect a research cost rate. 

The following table merely combines these two sets of definitions.  It represents the comprehensive TRAC requirement for materiality.  

	Materiality

	When confirming compliance with the TRAC requirements institutions can apply materiality.  

A point in the Statement of Requirements need not be fully complied with if:

	a) by itself it has an impact of less than 10%, 

  AND 

b) a combination of all points of non-compliance (irrespective of their individual impact) has an impact of less than 10%, 

    on either of the following:

	i. on any individual rate for Research - the indirect cost rate, the laboratory estates rate, the non-laboratory estates rate, a facility rate, or a laboratory technician rate; 

      or

	ii. on the total Research costs or FTEs included in all the Research rate calculations;

	AND

c) the point by itself has an impact of less than 10% on any of the following:

	iii. on the total income or costs of any one of the following – PFT; NPFT; the old classification of PFR (institution/own funded R, PGRs, RCs, OGDs, EC); and NPFR (all other R); or O; 


or

	iv. on the total costs of Research Council and institution/own-funded Research (together); 

or

	v. on the total costs of Support; 

or

	vi. on the total costs of each of the three groups of departments i.e. clinical, science, and non-science.  [April 2010 Update No. 5]

	d)   However, if non-compliance on any point has an impact of more than 5% but less than 10% on the rates (defined in (i) and (ii) above) then institutions should address this over an appropriate time period, drawing up an action plan to do so.


STATEMENT OF REQUIREMENTS

Section A.  Control environment (for all areas of TRAC i.e. annual TRAC, TRAC fEC, TRAC (T), TRAC EC-FP7)

Section A reviews the control environment that surrounds the planning and operation of the TRAC methods and systems. 

All points listed below are all TRAC requirements.
This section applies to all institutions in the UK, including institutions eligible for and applying dispensation (relevant sub-Section headings are asterisked * ).  
A.1 Integrity of the systems *
	There is a strong control environment integral to the TRAC systems.  For example, the computer systems and costing models contain audit trails, allowing data to be traced.  (This relates to the TRAC principle of auditability – Part II, Chapter B.3)



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	A.1.1
	The TRAC methods and system used in the institution are documented.  (For example, systems flowchart, process maps, comments boxes etc which would help a newcomer to use the system.)  There is version control.
	Part II, Chapter B.3, para 13
	

	A.1.2
	The system is logical and figures can be traced relatively easily.  For example, there are reconciliations, check totals, and explanatory notes and comments; the reports and working papers are clearly laid out.  The system does not contain many adjustments and complex calculations that are difficult to follow.

Every cost in the Research charge-out rates is traceable back to the trial balance or equivalent.
	Part II, Chapter B.3, para 13;  

Part III, Chapter D.6, para 3

Update August 2007
	

	A.1.3
	There are audit trails.  As a minimum, brief notes are kept of decisions or advice provided by department managers or resource managers (e.g. on the allocations and cost drivers they consider most appropriate).  Not all estimates and decisions need be fully documented but it is possible to explain when and under what circumstances these estimates were made.
	Part II, Chapter B.3
	

	A.1.4
	The system (as opposed to the methods) has been quality assured in some manner (e.g. designed or checked by an internal systems expert, an external supplier, another institution using the system).
	October 2009 Update No. 3
	

	A.1.5
	This is intentionally blank.  This requirement has been replaced by that in A.5.3
	
	

	A.1.6
	Any reviews by internal or external auditors have not found anything that is contrary to the TRAC requirements, which could have a material impact on the rates, which has not yet been addressed.
	October 2009 Update No. 3
	

	A.1.7
	Internal use of TRAC data has avoided distortion of TRAC methods:  and has increased robustness and reasonableness checks.
	October 2009 Update No. 3
	

	A.1.8
	Any issue arising from any other audit or review or reporting requirement that might materially affect the TRAC allocations and/or rate calculations, has been satisfactorily addressed.  (For example from a TRAC EC-FP7 audit, or any issues arising from the monitoring and oversight of institutions carried out by the Funding Councils, including changes in their assessment of risk.)
	October 2009 Update No. 3
	

	A.1.9
	The TRAC Steering Group has considered how their institution is using TRAC data internally and how it might be used when the data is considered credible (if that is not yet the case).
	April 2010 Update No. 4

April 2010 Key Messages 
	

	A.1.20
	The TRAC Steering Group has considered the first three requirements in Update No. 4 April 2010 – see points B.4.1a, B.4.2a and B.4.2b in this Statement of Requirements. They have considered how these might relate to their institution, and have decided whether they are relevant to their institution.

By the end of the 2010/11 academic year (once a decision has been made whether or not to implement the three requirements, and if so, how)  a statement can be made confirming that the institution considers that their time allocation and TRAC cost data (once the new methods have been fully implemented) to be both robust and provide utility to the institution.
If not, i.e. there are problems with data robustness which cannot be addressed with the TRAC Guidance, institutions identify what further changes to the TRAC Guidance would be necessary to remedy this and contact the TDG.
	April 2010 Update No. 4


	


A.2 Management *
	There is strong management support for and involvement in the TRAC systems and processes that help to ensure the robustness of the figures in the annual TRAC return, the TRAC (T) return and the TRAC EC-FP7 rates (where applicable).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	A.2.1
	There are members of the Senior Management Team with policy oversight and regular involvement with the development and implementation of the TRAC methods and information.  There is some mechanism for TRAC policies to be decided by members of the Senior Management Team.
Members of the Senior Management Team are familiar with the policy overview.  See CONS-1
Members of the Senior Management Team are familiar with the TRAC principles and conventions that provide the basis for the TRAC requirements.  See CONS-2

	October 2009 Update No. 3
July 2009 Overview:  Policy overview of the financial management information needs of higher education, and the role of TRAC
Part II
	

	A.2.2
	The annual TRAC figures (including the rates) are presented to a Finance or other appropriate Board Committee which confirms compliance, before they are reported to the Funding Councils.  When this is done, they are accompanied by key assumptions and rationale for these, supporting evidence, results of tests for reasonableness, and the results from the time allocation method.  
	Annual TRAC return CONS-3;

March 2009 Update
	

	A.2.3
	When planning the audit programme, senior management, the internal auditors and the audit or other appropriate committee consider the risks associated with the TRAC system.  These risks include those of presenting poor quality information to the Funding Councils and the Government that is then used to inform national policy.  
	October 2009 Update No. 3
	

	A.2.4
	The TRAC function is adequately resourced.
	October 2009 Update No. 3
	

	A.2.5
	There is appropriate training for new Finance staff responsible for TRAC.  Any problems in staff resource caused by lack of availability, or inconsistency of approach arising, for example, from significant changes in staffing in the TRAC team over the year or the introduction of new systems, has been resolved satisfactorily.
	October 2009 Update No. 3
	

	A.2.6
	TRAC is included in the induction programme for new academic/research members of staff.
	October 2009 Update No. 3
	


	Other supporting material available in the TRAC Guidance


	Good practice in planning for sustainability – Annex 4

Notes from sustainability workshops – Annex 5
Letters to Heads of Institution from the Chairman of the TRAC Development Group (http://www.hefce.ac.uk/finance/fundinghe/trac/tdg/) 

The Key Messages issued in April 2010  http://www.hefce.ac.uk/finance/fundinghe/trac/tdg/TRACkeymessages.pdf ;



A.3 Tests for reasonableness *
	Data and any unexpected or outlying results are understood.  Tests for reasonableness are carried out.  These include benchmarking (Part II, Chapter C.1).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	A.3.1
	Reasonableness tests are done.  

For example:

i. the deficit/surplus on PFT, NPFT, R, O

ii. the deficit/surplus on each research sponsor type

iii. the indirect cost and estates rates (not applicable to institutions with dispensation)
iv. the TAS results (weighted or unweighted)

v. the cost per student (analysed by type of student and type of cost)

vi. the % of costs allocated to each of T, R, O by each cost pool.

These:

· are carried out at department level as well as for the institution as a whole;
· are carried out prior to the submission of the annual TRAC return and the final calculation of the rates (not afterwards);
· are reviewed by the TRAC manager, the finance director, the TRAC Steering Group, and an institutional Committee;
· involve a comparison of the current year data with other current year data within the institution; involve a time series; involve other institutions.

The results of reasonableness testing are reviewed by a Committee of the Board.
	Part II, Chapter C.1, para 1;

Part II, Chapter C.2, para 4;

December 2008 Update;

Annual TRAC return CONS-3
Annual TRAC return  CONS-3
	Part II, Chapter C.1, para 2

	A.3.2
	If there are unexpected or outlying results, assurance is gained that the outcomes are fair and reasonable.
	October 2009 Update No. 3
	

	A.3.3
	There are no castings or obvious errors in the annual TRAC return.  All validation failures are cleared or explanations provided with the return.


	Annual TRAC return  CONS-3
	


	A.3.4
	If any of the charge-out rates are outside the upper quartile or lower quartile for the sector (see CONS-5), and are significant outliers, then there is a reasonable explanation for this. (Not applicable to institutions with dispensation.)
	Part II, Chapter C.4, para 9 

Quartile rates are published annually at:

http://www.hefce.ac.uk/finance/fundinghe/TransparencyReview/rates.asp   This shows the UQ. Dispensation rates show the LQ.  This document is now referred to as CONS-5
	

	A.3.5
	If any of the following apply then a review is carried out which results in a satisfactory explanation of the figures, or changes in methods are considered to see whether they could add to the robustness of the figures.  

At the level of the institution:

· surplus on Publicly Funded Teaching (PFT) 

· deficit on Non-publicly Funded Teaching (NPFT)  

· deficit on Other; 

· in the research sponsor type results:

· % deficit on costs of industry > 25%;

· % deficit of RC activity % is <20% or >70%;

· % deficit on costs of charities activity < % deficit on costs of RC activity;

· % deficit on costs of EC activity < % deficit on costs of RC activity;

· % deficit on costs of OGD activity > % deficit on costs of RC activity.

At the level of department: 
· a material amount of time/cost is charged to Research or Other activities where there are few outcomes and no obvious reason why; 

· any of the costs of Teaching per student look unusual.  (The latter is not reliant on TRAC (T) results.)
	December 2008 Update;

Annual TRAC return CONS-3
	refer to the Validation Checklist at  http://www.hefce.ac.uk/

finance/fundinghe/TransparencyReview/checklist.doc



	A.3.6
	If reasonableness reviews indicate that figures are materially wrong, then a high-level adjustment is made, based on the best information or views available, before the annual TRAC results are reported or the TRAC fEC rates are applied.

Action is taken as soon as is practical to change methods or systems to ensure that the data that is produced in future is robust.
	Part II, Chapter B.3, para 7;

December 2008 Update
	

	A.3.7
	After submission – where outlying results or figures arise from benchmarking, (for example through annual TRAC national benchmarking, or a comparison with a peer institution or institution), then these are investigated.
	October 2009 Update No. 3
Peer Groups are listed in CONS-3a
	

	A.3.8
	If improvements to methods or calculations are identified after 1 February in a year, and these will lead to a more robust calculation of the 1 February rates, then the rates are amended and the Research Councils are notified.
	August 2007 Update
	


A.4 Dispensation *
	Institutions who are eligible for, and have elected to apply, dispensation, do not have to comply with some of the requirements ( Part II, Chapter C.6).
Institutions with Research income from public sources of less than £500k per year are eligible to apply dispensation.  A rolling average of Research income (over five years) is used to assess whether £500k has been reached or not.

Public sources is defined as ‘Recurrent research grants for HE provision (1(a)(ii)); plus Research Grants and Contracts from BIS Research Councils (3(a)), UK Central Government/local authorities, health and hospital authorities (3(c)) and EU government bodies (3(e))’, as reported in the HESA Finance Statistics Return Table 6b.  


	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	A.4.1
	The annual TRAC return, and TRAC (T) return  (not Wales), are completed.

All requirements of annual TRAC, TRAC (T) in England, Scotland  and NI, and the requirement to bid for research projects on an fEC basis are met, with the exception of the areas listed in A.4.2
	Annual TRAC return  CONS-3; 
TRAC (T) return  CONS-7
Part III; Part V; and (for TRAC(T)) Parts VII and VIII
	

	A.4.2
	Institutions eligible for and applying dispensation do not have to comply with the following: 

· obtain time allocation data from academics (heads of department could, for example, provide this information); 

· use more than four to six cost drivers as they allocate indirect costs; 

· identify space use across the whole institution;

· take into account the type of space when allocating space costs; 

· calculate laboratory technicians and research facility charge-out rates, and apply these separately from their estates rate;

· calculate an indirect cost rate or estates rates; 

· robustly calculate staff FTEs.
	Part II, Chapter C.6, para 5
	

	A.4.3
	Under TRAC fEC, institutions that are applying dispensation do not have fully robust systems, and therefore: 

· state they are applying dispensation on the annual TRAC return;

· apply the lower of their own indirect cost rate; or the dispensation indirect cost rate (see CONS-6), to RC and OGD cost-based research projects; 
· apply the lower of their own estates rate; or the dispensation estates rate (see CONS-6), to RC and OGD cost-based research projects;
· cannot use a full indirect cost method for EC-FP7 projects.

	Part II, Chapter C.6, para 6
Annual TRAC return CONS-3
Dispensation rates are published annually at: http://www.hefce.ac.uk/finance/fundinghe
/TransparencyReview/rates.asp   now referred to as CONS-6
TRAC EC-FP7
	

	A.4.4
	Institutions whose compliance status is changing, or are undergoing a merger, or designation as HEI, comply with the requirements below.  The term ‘TRAC compliance’ refers to fulfilling the requirements set out in this Statement of Requirements document:
	April 2007 Update – all requirements are now replicated below
September Update No. 6
	

	A.4.4 (1)
	Mergers between HEIs

TRAC compliance for the merged entity is achieved on data for a full financial year within two years from the date of merger or the 31 July that follows this. HEIs that do not do this apply penalty default rates (or their own rates, whichever are lower), until they achieve compliance for the combined institution.  

Between the date of merger and the 1 February after compliance has been achieved for the merged institution, HEIs continue to calculate and apply the charge-out rates for pre-merger institutions, applied to projects that are as consistent with the pre-merger operations as possible.  If it is not possible to calculate rates for that part of the organisation alone, then the pre-merger rates are applied, with appropriate indexation.

Where one of the parties to a merger claimed dispensation, that part of the post-merger organisation (or as close to that part as possible) continues to apply the dispensation rates to projects until the merged institution achieves compliance.  Similarly, where one of the parties was non-compliant, that part of the organisation continues to apply penalty default rates.
An average or composite rate for the combined entity is not calculated until a compliant TRAC system for the merged institution is in place.  Rates calculated for one of the parties to the merger on the pre-merger basis are not applied to projects or activities to be undertaken in the other party to the merger in the period between merger and achieving compliance.
	
	

	A.4.4 (2)
	Mergers between HEIs and FECs

The merged institution achieves TRAC compliance on data for a full financial year within two years from the date of merger, or the 31 July that follows this.
Between the date of merger and the 1 February after compliance has been achieved for the merged institution, the charge-out rates applied to all projects are those derived from data for the pre-merger HEI, or as close as possible to the operations of this entity, in accordance with existing TRAC compliance status.  If it is not possible to separate out the operations of the two entities, the pre-merger rates should continue to be applied, appropriately indexed.  Non-compliant rates that have been calculated on the whole merged entity are not applied.
	
	

	A.4.4 (3)
	Newly designated HEIs

Newly designated HEIs have implemented compliant TRAC systems, on data for a full financial year, within three years from the date of designation.  Prior to achieving compliance (or dispensation status), the HEI uses the dispensation default rates.
	
	

	A.4.4 (4)
	Notification of change of compliance status

Where an HEI becomes of aware of an issue, or a change of circumstance that would mean that their TRAC system is no longer compliant, this is notified in writing to their Finance/ Assurance team contact at the Funding Council as soon as they become aware of the change.  They state the action they intend to take to restore compliance and they date by which they expect to achieve compliance.  An HEI which is no longer compliant is in default in the affected areas with immediate effect, and does not use its own charge-out rates in these areas.  The Funding Council agrees which default rates should be applied and in which areas it can continue to use its own rates.

The Funding Council notifies the Research Councils of any changes to HEIs’ compliance status.
	
	

	A.4.5 (5)
	Increase in income

Where an HEI currently eligible to claim dispensation is likely to exceed the £0.5M threshold in a future year, they ensure that they have robust TRAC methods for the whole year in which they exceed the £0.5M income threshold.
	
	


A.5 Quality Assurance *
	Many of the points in Sections A.1 to A.4 cover quality assurance, as does point F.6 in Section F on TRAC EC-FP7.  The points below are in addition.



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	A.5.1
	(This requirement, to review points in the Key Risk Sign-Off and to confirm compliance, no longer exists.  The requirement described in point A.5.3 replaces it.)
	October 2009 Update No. 2 – the Key Risk Sign-Off
	

	A.5.2
	The figures reported in the annual TRAC return, including the rates, and the results of the tests for reasonableness, are reviewed by an appropriate Board Committee of the institution before they are submitted to HEFCE.   The Committee confirms that they are prepared in accordance with TRAC requirements.  (This point has been moved from B.1.3 in the March 2009 Version 1.1 of the Statement of Requirements.)
Where timing of committee meetings makes this difficult, Chairman’s Action, or approval by a management committee, is used, prior to submission, to confirm compliance.  Presentation to an appropriate Board Committee after submission takes place: the Board Committee retains responsibility for confirming compliance.
	Annual TRAC return CONS-3; 
March 2009 Update
April 2010  Update No. 5

September 2011  Update No. 6


	

	A.5.3
	This confirmation (point A.5.2) is based on evidence that includes a full self-assessment of compliance on each point listed in the Statement of Requirements (and any Updates not yet incorporated into that Statement), carried out at least every three years.  The first full self-assessment is carried out no later than 31 January 2011. 

Institutions take a risk-based approach to their self-assessment and involve auditors in areas that they perceive as higher risk.  This may include a full systems audit carried out periodically by internal auditors.  (This point replaces A.1.5 in the March 2009 Version 1.1 of the Statement of Requirements.)
	October 2009 Update No. 3

October 2009 Update No. 3
	

	A.5.4
	(This requirement, to confirm compliance with the Key Risk SignOff, given in October Update No. 2, no longer applies.)
	
	

	A.5.5
	Any gaps found in compliance at any time are immediately addressed.  If this is not possible, an action plan is drawn up and progress regularly monitored, to ensure gaps are addressed within a reasonable timescale.
	October 2009 Updates No. 2 and 3
	

	A.5.6
	Evidence of compliance is retained and available to show to external assurance teams and auditors (e.g. through a marked-up copy of the Statement of Requirements, with action plans and progress reports.)
	October 2009 Update No. 3
	


Section B.  Annual TRAC 

These sections describe the methods and calculation used to attribute costs to the core activities of Teaching (T), Research (R), Other (O) and Support (S).  These methods provide the Support costs of Research that are charged to Research projects through the indirect, estates, laboratory technician and research facility charge-out rates for Research.

This section applies to all institutions in the UK with the exception that only the Sub-Sections that are asterisked * are applicable to institutions eligible for and applying dispensation.
B.1 Financial statements *
	TRAC costs are based on costs in the financial statements (Part III, Section B) and are reported to the Funding Councils on the annual TRAC return (Annex 16, updated annually).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	B.1.1
	The TRAC surplus/(deficit) in the annual TRAC return agrees to:

· the I&E Account figures for:

· Surplus/(deficit) after depreciation of tangible fixed assets and before taxation for the institution, excluding any joint venture activity; plus

· Share of operating profit/(loss) in joint ventures; plus

· the TRAC cost adjustments (see B.2 in this Statement of Requirements).
	Part III, Chapter D.6, paras 7 and 8

Annual TRAC return CONS-3
March 2009 Update
	

	B.1.2
	Exceptional items (defined by FRS 3) that appear on a separate line below the operating surplus/(deficit) in the financial statements are not included in TRAC costs or income.
	August 2007 Update
	

	B.1.3
	(The requirement described as B.1.3 in Version 1.1 has been moved to A.5.2)

The annual return shows short-run operating costs (comprising costs from the annual Financial Statements plus the infrastructure cost adjustment) and long-run sustainable costs (comprising the short-run operating costs plus the RFI).
	April 2010 Update No. 5
	

	B.1.4
	The annual TRAC return shows TRAC costs analysed into T, R, O.
	Annual TRAC return CONS-3
	

	B.1.5
	Definitions in CONS-10 are followed. 
	CONS-10 (was Annex 2, and various Updates)

	

	B.1.6
	Costs of all activities are prepared on a full cost basis, including a relevant share of Support costs.
	Part II, Chapter B.3, paras 25-28
	

	B.1.7
	All costs are included at gross levels, not net of income.

Irrespective of the type of collaborative/joint venture, or their accounting treatment, the share of income and share of expenditure from a joint venture are included in TRAC:
· for joint ventures: the net profit/loss making up the share of associates' operating results are allocated to TRAC activities, and included in TRAC income and costs.  The costs are not, however, included in the indirect cost rates (or estates rates) for Research.  In the case of both Associates, and Joint Ventures, the share of profits/(losses) included in an institution’s Financial Statements is added to income (if in profit) whereas if it is a loss it is added to costs;
· for minority interests: the minority interest, as a single figure, is deducted from (or added to) TRAC costs.   If the costs related to Support for Research, then the indirect costs (or estates costs) used to calculate the Research charge-out rates are reduced by the total minority interest figure;

· for endowments:  transfers from/to reserves below the line that relate to endowments adjust income to match expenditure.  Therefore it is added to/(deducted from) income for the same activity as the expenditure from endowments.
	Part II, Chapter B.3, para 23

March 2009 Update
April 2010 Update 5
	

	Other supporting material available in the TRAC Guidance


	Policy Overview – CONS-1 

TRAC Principles and Conventions – CONS-2



B.2 Cost adjustments *
	Two cost adjustments are calculated and included in the TRAC costs – the Infrastructure Adjustment and the Return for Financing and Investment (RFI) (July 2006 Update).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	B.2.1
	The two TRAC cost adjustments are included in the TRAC costs.  
	Part III, Section A, para 7
	

	B.2.2
	For the infrastructure adjustment calculation; 

· the calculation of the infrastructure adjustment is carried out in accordance with CONS-9;

· the value used for the full replacement cost is based on the latest insurance replacement value (IRV) for buildings subject to depreciation that is to be reported in EMS, updated for any known significant changes since the midpoint of the year being reported, and indexed as appropriate;

· the IRV only covers buildings.  Equipment is not part of the infrastructure adjustment calculation;

· if the EMS figure is not representative of the IRV during the year being reported then a more appropriate figure reflecting the IRV can be used instead;

· the depreciation figure (used to calculate the net infrastructure adjustment) agrees to the published financial statements, minus any impairment costs that form part of the depreciation costs as reported in the financial statements;

· the opening and closing gross book value of buildings over the year used to calculate the annual depreciation rate, agrees to the financial statements excluding assets not subject to depreciation in the year;

· assets not being depreciated in the financial statements (such as some assets in the course of construction) are not included in the gross book value nor in the IRV;

· the depreciation rate for historical buildings is based on 0.5%-0.33%.  Historical buildings are identified only if they are material;

· if component accounting is being used, and the IRV for building services and plant is known separately from the IRV for buildings, then the infrastructure adjustment is calculated separately for each of buildings, and services and plant.

	Annex 15 issued in the July 2006 Update – now referred to as CONS-9
March 2009 Update

Annex 15 i.e. CONS-9
March 2009 Update

September 2011 Update No. 6
March 2009 Update

March 2009 Update

August 2007 Update

March 2009 Update

March 2009 Update


	

	B.2.3
	In the infrastructure adjustment calculation, a deduction has been made for the elements of long-term maintenance that have enhanced the estate’s functional suitability.  There is reasonable justification for this calculation.
Neither 0% nor 100% are likely to be reasonable.
	August 2007 Update; March 2009 Update

	

	B.2.4
	The infrastructure adjustment is correctly attributed between activities as shown in CONS-9
	Annex 15, issued July 2006, now called CONS-9
	

	B.2.5
	In the RFI calculation on assets:

· the calculation is made in accordance with CONS-9;

· the book value of tangible fixed assets at the end of the year, less deferred capital grants and the revaluation reserve, (a), agrees to the financial statements;

· the interest payable for the year, (b),  agrees to the financial statements;

however, this does not include the interest on pension deficits;

· the net RFI adjustment on assets is calculated as  (a) multiplied by 5.75%, less (b);

· the attribution to activities is as shown in CONS-9.
	Annex 15, issued July 2006, updated September 2011,now called CONS-9
March 2009 Update
	

	B.2.6
	In the RFI calculation on expenditure:
·  the total costs are the annual TRAC costs (from the financial statements after depreciation, before exceptional items and before taxation); for the RFI adjustment on expenditure, the costs are multiplied by 2.85%;
· specific restructuring costs are deducted from the gross RFI on expenditure to give the net RFI adjustment on expenditure;
· if the net RFI on expenditure is a negative value, a Nil (zero) value is used;
· the attribution to activities is as shown in CONS-9.
	Annex 15, issued July 2006, updated September 2011, now called CONS-9
August 2007 Update

September 2011 Update No. 6
	


B.3 Direct attribution of costs to T, R, O and S * (to exclude non-Research costs from Research; and to identify estates costs and other Support costs)

	Costs are attributed directly to activities where reasonable to do so (Part III, Section B). 



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	B.3.1
	All appropriate types of cost are attributed directly to activities (T, R, O, S).  This is done for all of the costs in each of the following areas:

· directly incurred costs in research grants and consultancy activities to R and O respectively; 

· research office to S for R (and perhaps to S for O);

· examinations and international students office to S for T (and perhaps S for PGR); 

· catering and residences to O; 

· Support costs to S; 

· payments to students such as bursaries, fee remissions, maintenance, stipends, and scholarships to T or R (for PGRs) but not to S.

In particular:

· all of the time of a RA or fellow whose time or cost is wholly funded by one or more research projects is allocated to R (not to T, even if they do some T);

· where other academic staff wholly or mainly work on T, R or O, their time (and cost) is allocated directly to that activity.
	Part III, Section B

Part III, Section C, para 2

October 2009 Update No 2
Part III, Chapter C.3, para 7

Part III, Chapter D.1, para 6; and para 23 (the table); Part IV, Chapter D.1, para 1

Part III, Chapter C.1, para 5
	

	B.3.2
	If any other cost is directly attributed to activities, this is done appropriately.
	Part III, Section B
	

	B.3.3
	The costs are transferred correctly.  In particular, any costs which are directly allocated to T, R or O are not in Support e.g.: 

· PGR fee remissions/maintenance payments, stipends and bursaries, recorded in any department, are not in Research Support costs;

· the annualised write-down of the original purchase of research equipment funded through a research grant or contract (depreciation) is charged directly to Research and does not form part of Support costs (neither the estates nor indirect cost totals).  See C.4.1 in this Statement of Requirements.
	Part III, Section B

Part IV, Chapter E.1, para 3 and 14;

March 2009 Update


	


B.4 Academic staff time (for use as a cost driver to attribute staff costs to activities)

	Academic staff time (AST) is recorded on time allocation schedules (TAS), using robust methods, for the purpose of attributing academic staff costs to activities (Part III, Section C).

TAS affects the denominator of the indirect and estates rates (Research FTEs), and the numerator of the indirect cost rate (Support time and cost).  

It does not affect the staff charge-out rates or time estimated on and charged to an individual research project (see D.1 in this Statement of Requirements).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	B.4.1
	The TAS system meets the requirements summarised below:

· individual academics complete a TAS;

· the TAS covers periods that are representative of a whole year;

· data is collected within a three year cycle or less;

· where in-year schedules are used, there are at least three of these completed over the year (i.e. each is less than six months in length);

· TAS returns are completed in a timely fashion – i.e. no later than two months of their due date, unless there are extenuating circumstances;
or uses the method in B.4.1a
	Part III, Chapter C.1, paragraphs 25 to 29

March 2009 Update
April 2010 Update No. 4
	Illustrative time allocation schedules – Annex 7;

Using a sampling approach – Annex 8;

Collecting and using time data – Annex 9;

Use of workload allocation models that are compatible with TRAC requirements – Part III, Chapter C.1, para 47;

The main tasks in designing and implementing a time allocation process – Part III, Chapter C.1, paras 52-66.

	B.4.1a
	Alternatively, an institution or one or more departments within an institution, use a workload planning approach, in which case:
· it is used by the institution for purposes other than TRAC (e.g. to plan or manage workloads);

· a manager or administrator prepares the planned activity data for each year for each academic member of staff.  This is based on a formal process e.g. with plans based on planned modules/ courses and students, research projects and activity, other projects and activity, formal leadership and management responsibilities, requirements for scholarship and administrative activity, holiday entitlements, and so on.  This process is carried out with all academics in the departments covered by this method of TRAC time allocation, every year (i.e. there is no sampling);

· TRAC definitions of activities are followed (see B.4.2a and B.4.2b);
· each academic agrees to the plan drawn up for them as part of a formal process;

· at the end of each year the academic confirms that the plan was delivered, or revises the data.  This review would be informed by actual modules/courses and students taught, active research grants, etc (i.e. similar data to that described in the second bullet point above) as well as other events or changes in circumstance during the year that affected workload.  Any revisions would be approved by managers;

· a formal audit of the process is carried out every three years (this does not need to audit individual academic’s activity).  This would be arranged by the institution and might, for example, involve their internal auditors;

· institutions decide by the end of the 2010/11 academic year whether this new requirement might be relevant to them.  If implementing, they introduce the changes as soon as is practically possible, given any other changes they intend to make to their internal management systems.
	April 2010 Update No. 4

	

	B.4.2
	The TAS definitions follow those in CONS-10.  The following requirements have been newly introduced and are replicated here:
· time on each of the following activities is identified separately: Teaching, O(CS), all Other activities, and Support, and each of the seven research sponsor types against which costs are recorded: institution-/own-funded Research, PGR student activity, Research Councils, Other Government Departments, European Commission, charities, industry/overseas (full compliance with these new requirements is achieved by the end of the 2013/14 academic year);
· Scholarship is recorded separately from direct Research.  (This could be shown as part of a general Support heading, or as part of ‘Other Research and Scholarly Activity’ under the Research heading, but it is then allocated to Teaching and Research as a Support cost.)

· time classified as Research in TRAC has an external sponsor or is expected to lead to some research output (or PGR training/ supervision).
	Annex 6, now CONS-10
Part III, Chapter C.1, para 9

April 2010 Update No. 4
December 2008 Update

December 2008 Update
	

	B.4.2a
	· the time recorded reflects the total time worked on institution activities (not standard or contracted time) and excludes holidays, ‘normal’ levels of sickness and private consultancy:

· where appropriate to an institution’s style of management and planning,  academics are directed to record only the activities that are managed by the institution.  These activities are considered by the institution to be likely to represent a relevant use of their resources (represented by payments to staff) and an appropriate use of the funding they receive.  The activities form part of the institution’s plans for sustainability.  These are called ‘institutional activities’ in TRAC.

· time is not recorded, for example, on activities that cover any personal research.  Activities that are not considered by their managers to be “part of their duties” or activities that are “carried out for personal rather than institutional benefit” are not recorded;
· this  requirement (April 2010) is considered by all institutions.  There is evidence of the process that led to the decision to implement or not to implement the requirement.  This decision is made by the end of the 2010/11 academic year;
· the requirement is implemented only where the institution feels it would improve the robustness of their TRAC data and makes it more credible and useful internally.  There is evidence of the decision-making processes that lead to this belief which includes discussion of alternative approaches to implementation and an assessment of the likely impact on TRAC data (time and costs) in each type of department.  There is evidence of a well-planned approach to implementation, including training and communication for senior managers, heads of department and academics to ensure that the changes are likely to lead to more credible TRAC data.  There is increased use of TRAC data internally as a result;
· the impact of altering the definition of academic activity is carefully assessed by institutions planning to make this change -  in particular the impact on the FTEs, and on the allocated costs, which are used to calculate the indirect and estates cost rates;
· when implementing, institutions introduce the changes as soon as is practically possible.
	Part III, Chapter C.1, paras 20 and 21; 

Annex 9
April 2010 Update No. 4

April 2010 Update No. 4

April 2010 Update No. 4

April 2010 Update No. 4

April 2010 Update No. 4

April 2010 Update No. 4
	

	B.4.2b
	Institutions use a definition of their institution/own funded research that relates to the primary purpose of the activity: this means that research done primarily in support of teaching is eventually allocated to teaching along with other relevant scholarship activity.:
· time spent on such activities continues to be recorded separately as institution/own funded Research by academics, but where the primary activity of the institution or department is Teaching, it is then allocated to Teaching in TRAC;  

· institutions record time spent on this category of activity separately in their TRAC systems at least at department level to help them understand the data and ensure that they are allocated robustly;
· this requirement is considered by all institutions.  There is evidence of the decision-making process that led to the decision to implement or not to implement the requirement.  The decision is made by the end of the 2010/11 academic year;
· the requirement is implemented only where the institution feels it would improve the robustness of their TRAC data and makes it more credible and useful internally.  There is evidence of the decision-making processes that lead to this belief which includes discussion of alternative approaches to implementation and an assessment of the likely impact on TRAC data (time and costs) in each type of department.  There is evidence of a well-planned approach to implementation, including training and communication for senior managers, heads of department and academics to ensure that the changes are likely to lead to more credible TRAC data.  There is increased use of TRAC data internally as a result;
· the impact of altering the definition of academic activity is carefully assessed by institutions planning to make this change -  in particular the impact on the FTEs, and on the allocated costs, which are used to calculate the indirect and estates cost rates; 

· when implementing, institutions introduce the changes as soon as is practically possible.
	April 2010 Update No. 4

April 2010 Update No. 4

April 2010 Update No. 4

April 2010 Update No. 4

April 2010 Update No. 4

April 2010 Update No. 4

April 2010 Update No. 4
	

	B.4.3
	Samples and response rates make the TAS data representative of: 

· all types of relevant staff; 

· each of the three discipline groups (where relevant); 
· each of the seven research sponsor types (the eighth, recurrent income from the funding councils, has no costs); and 

· the weeks or periods in the year;

within acceptable levels of statistical accuracy. (75%, or a method confirmed by an individual with statistical expertise as a statistically accurate sample, are robust measures of representation.)

The sample size is robust at a lower level (e.g. department) where indirect or estate rates are calculated at these lower levels.  
	Part III, Chapter C.1, paras 37-42 and 60-64

April 2010 Update No. 4
Part III, Chapter C.1, paras 39-41 and 60-62

Part III, Chapter C.1, para 27
	

	B.4.4
	Details of academic staff and researchers who are considered for inclusion in the time allocation survey (TAS) are obtained from an appropriate source (e.g. payroll, staff record, budget etc).  
	Part III, Chapter C.1, para 54
	

	B.4.5


	Appropriate categories of staff are used to designate staff as research (100% allocated to R), academics (who complete a TAS), temporary contract or PT staff who work 100% on T or O, or other categories.  
	Part III, Chapter C.1, para 5; and Chapter C.2, para 12
	

	B.4.6
	In total, the staff numbers (head count) considered for inclusion in the TAS are broadly in line with those in used as cost drivers (head count or FTEs) in the TRAC allocation model, and in line with those used in the denominator of the indirect cost model (annual TRAC return).  The differences are reasonable.
	December 2008 Update;

Annual TRAC return CONS-3
	

	B.4.7
	When time is extrapolated across a year the distribution of vacations and bank holidays across the year is appropriately taken into account.  
	Part III, Chapter C.1, paras 37 and 45;

Annex 9, pages 5 and 6
	

	B.4.8
	When hours are converted into %s, they are weighted by FTEs.
	Part III, Chapter C.2, para 8;

Annex 9, page 3
	

	B.4.9
	When allocating the costs of medical and dental schools to activities:

· the total costs of reimbursed ‘agency’ costs (distinction awards, ADH payments etc) are allocated to O;

· the remaining costs are allocated to T, R, O(CS), O and S on the basis of TAS.  This is the case for all academics, including those whose salaries are partially or wholly reimbursed;

· S costs are allocated across T, R, O(CS) and O;

· the O(CS) time (cost) of staff whose salaries are partially or wholly reimbursed are left in O.  For other staff their O(CS) time is allocated to T (or R) where the primary purpose of their activity is T (or R); and the balance of the O(CS) time is allocated to T, R, O, S on the basis of services received from the NHS, informed by a review of what was actually being received;
· time on some specific activities not carried out in clinical sessions is allocated in accordance with CONS-10 (teaching NHS staff; private practice; hospital management; professional committees; on-call).
	Part III, Chapter C.1, para 11;

Annex 10 (pages 17-26)

March 2009 Update

Annex 10, page 21
Annex 10
	Annex 10 – pages 17-26, but note that the allocation of O(CS) time for staff whose salaries are reimbursed changed from that given on p11 and p13 to that on p21

	B.4.10
	Where different TAS methods have been used to provide data (for different years) to the TAS results, these are aggregated, averaged or updated in an appropriate way.  
	Part III, Chapter C.1, para 68
	

	B.4.11
	Where data from one year is used as a proxy for the following year, there are processes which would identify material changes in departments, and assessments are made of the impact of these changes on the allocations of time.  
	Part III, Chapter C.1 paras 68-70
	

	B.4.12
	Reasonableness reviews are carried out:  e.g. a review of high-level results from the AST process that covers the respective time allocated to T, R, O, S between departments and/or peer institutions; a comparison with previous years.

Heads of school or department review the reasonableness of the data on time being reported by the academic staff in their departments.  If there is a significant volume of research time without a project or output (or student) then heads of school satisfy themselves that it is legitimately an activity that falls within the definition of Research.

	Part III, Chapter C.2, paras 16-17

December 2008 Update
	

	B.4.13
	The institution is satisfied that academics are not overstating their time on Research at the expense of Teaching.  If there is any doubt, this does not affect (a) the costs attributed to T or R at the institution level; (b) the indirect and estates costs for Research.

If there is a doubt, a high-level adjustment to the figures is made.
	December 2008 Update
	

	B.4.14
	Where a high-level adjustment in the figures is made, this is followed up with changes to the time allocation methods to ensure that the collected data is robust in future years.  This might take several years to implement fully.
	December 2008 Update
	

	B.4.15
	Outlying figures in TAS %s at an institutional level are understood and are reasonable (see A.3.1 in this Statement of Requirements).
	October 2009 Update No. 3
	

	B.4.16
	The TAS results are used as the driver of academic staff costs in the TRAC model.  Allocations of staff cost are grouped into categories that are consistent with the staff allocations from TAS.  The data is weighted to recognise the different pay levels of individual staff.  
	Part III, Chapter C.2, paras 6 and 8;

Annex 9, page 10
	Steps in attributing staff costs to activities using TAS – Part III, Chapter C.2, paras 1-27

	B.4.17
	The staff in one department or grade are used to attribute the staff costs of that department or grade.
	Part III, Chapter C.2, para 6


	

	B.4.18
	The academic staff costs that are attributed using TAS represent the total salary costs for those staff.
	Part III, Chapter C.2, para 4;

Annex 9, page 10
	

	B.4.19
	Specific aspects of the time allocation are complied with, where material. (The full requirements are now included in the Statement of Requirements, below,  there is no longer any need to refer to Annex 9):
a) Clear instructions and definitions accompany the TAS forms.
	Annex 9


	

	
	b) long periods of sickness and cover are identified:
‘Normal’ periods of holiday, sickness and other leave are excluded from the time recorded.  
Time spent on sickness and longer periods of leave is identified where cover is being provided.  The activity (Teaching, Research or Other) being undertaken is charged for the time (cost) for the person carrying it out, if there is one.  

Where cover is provided, but the costs of this are not easily identified: the time spent absent/on leave is charged to the activity undertaken in the individual’s absence, and the costs of cover are charged to Support.
Alternatively, if the costs of cover can be identified and charged to that activity - or no activity is being carried out (no cover) - then the costs associated with the time the individual is absent/on leave are charged to Support.
If staff costs for time absent are rechargeable (e.g. secondments), then the time spent away from the institution is allocated to the appropriate activity category for the work undertaken.
	and Part III, Chapter C.1, para 22


	

	
	c) confidentiality of data is assured:
If time information by individual is being collected for purposes other than for TRAC, this has been made clear at the start of the process. 
 If data on a group of staff could be useful to the institution, and care is taken to ensure that it is not possible to identify any individual member of staff;
	and Part III, Chapter C.1, para 58


	

	
	d) Data Protection is sound:
Institutions ensure that their implementation methods comply with the Data Protection Act 1988 or other similar legislation.  
Data held on any one individual is not amended without notification to them. There are strict controls over making material changes to the data;
Individuals have the right to see the information being held in their name, and any remarks written on the schedules during the quality assurance process if they ask;

Where data has not been provided by an individual (e.g. a non-respondent) then a proxy is used to allocate the salary costs of that individual.  Where institutions allocate staff costs against each individual’s time record, the proxy data should clearly be marked as such.  

All data is kept for five years, or more if the institution generally keeps cost data longer, but no longer than is necessary.
	
	

	
	e) additional payments for work on specific projects or courses are not allocated specifically to that activity:
Where academics receive an additional payment for part of their work, their total salary (including this payment) is allocated across all activities (including this work) according to the academic staff time survey.
	Part III, chapter C.2, paras 14-15
	


B.5 Estates costs (to identify estates costs of Research and of central service departments, for use in the estates rates and the indirect cost rate, respectively)

	Estates costs are attributed robustly between T, R and O  (Part III, Section B; and Section D, Chapter D.5).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	B.5.1
	Space costs are attributed robustly:

· square metres are attributed to academic, central service and other departments (e.g. trading activities and residences) on the basis of measured usage (e.g. a survey);  

· academic department space is attributed to T, R, O and S on the basis of measured usage (e.g. a survey).  Proxies such as academic staff time or staff and student numbers are not sufficiently robust, (unless they show the same results as a robust cost driver);  

· these surveys allocate dedicated residential, catering and commercial enterprise space to O, teaching space to T, and research space to R,

· and categorise central service space as an indirect cost;  

· TRAC activity definitions are used, not EMS, which are different;

· during the attribution process in annual TRAC, academic and central service department space is categorised to one of at least four types (which vary by cost).  A reasonable method is used to calculate a weighted cost for each type of space;

· allocations take account of space used for the training and supervision of PGR students.   

These measurements, attributions and calculations are reviewed or redone every three years. 
	Part III, Chapter D.5, para 8; Annex 12

Part IV, Chapter E.1, para 9; Annex 12

Annex 12

Annex 12; Part III, Chapter D.5, para 11

Part III, Chapter D.5, para 11; Annex 12

March 2009 Update

Annex 12 pages 9 and 10
Part III, Chapter D.5, paras 9 and 18-19; Annex 12

April 2010 Update No. 5

July 2006 Update
	Good practice in allocating estates costs – Annex 12;

Worked examples – Annex 13

	B.5.2
	A specific policy has been taken on how shared space and circulation space should be attributed to activities.  The methods used for this, and the impact on T, R and O, have been considered and agreed by an appropriate manager (e.g. Finance Director or TRAC Steering Group member/s).  In particular:

· Shared space (used for T, R, and O, e.g. circulation space such as corridors, reception areas, workshops),  is attributed to activities on a basis that the institution feels reflects usage – not predominate usage, TAS, or just the space allocations used for other rooms;
· Support space in academic departments (e.g. academic offices, administrative offices) is attributed to T, R and O on a basis that that the institution believes reflects usage. 
	Part III, Chapter D.5, para 12 

August 2007 Update

Annex 12


	

	B.5.3
	The costs allocated to estates agree to the trial balance plus relevant cost adjustments.  The estates elements of the infrastructure adjustment and the RFI adjustment are included.
	Part IV, Chapter E.1, para 5
	

	B.5.4
	The costs of space used for Teaching and Other activities are excluded from the Research estates cost total.  The estates cost total for Research is reported on the annual TRAC return.
	Part IV, Chapter E.2, para 2;

Annual TRAC return  CONS-3
	

	B.5.5
	Academic department estates costs are classified between at least two categories: laboratory and classroom, where appropriate.  The cost per sq meter, and Research rate per FTE, for laboratory space is higher than that for classroom/generic space, or if not, there is a reasonable explanation.
	Annex 12

Annual TRAC return  CONS-3
	


B.6 Attribution of indirect costs (S) to T, R, O (to identify the total costs of Teaching, Research and Other, and the Support costs of Research so that an indirect cost rate can be calculated)

	Cost drivers are appropriate and robust; and have been applied to the appropriate costs.  

	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	B.6.1
	The most significant items making up the Support cost totals (in the annual TRAC return) have been attributed to T, R and O respectively, using reasonable cost drivers:

· a number of cost drivers have been used;

· a choice of cost drivers has been considered for each ‘cost pool’;

· Head of Department estimates, cost driver weightings etc have been considered;
	Part III, Section B

Part III, Chapter D.1, para 20; Chapter C, para 5; Chapter C.3, para 5; Chapter D.2, para 9
	Explanation of cost pools and cost drivers – Part III, Chapter D.1, including the table of possible cost drivers in para 23

	
	· academic staff time (TAS) is not used as the main cost driver for many costs , and one or more alternatives to the use of TAS to allocate Support time between T, R and O have been considered in all cases.  Where TAS is used as a cost driver, apart from academic salaries, institutions retain a record of the cost drivers that were considered (and rejected) by the institution’s TRAC Steering Group;
· non-staff costs and Support staff costs in academic departments are not wholly attributed to Teaching or Research unless there is good reason; and their attribution recognises the extent to which directly incurred costs support Research projects;

· where academic staff numbers or time (TAS) is used, all academic and research staff are included (e.g. research assistants, temporary staff); and weightings are considered;

· income is not used as a cost driver for many costs; 

· where ‘total costs’, ‘all other costs’ or ‘direct costs’ are used as a cost driver, alternatives have been considered.  (Total costs might allocate more costs to Research);

· the allocations take account of the resources that are required to train and supervise PGR students (with appropriate costs being allocated to the PGR research sponsor type).  
	Part III, Chapter D.1, para 16; Chapter C, para 7; Chapter D.1, para 16 ; March 2009 Update

April 2010 Update No. 5

Part III, Chapter C.3, para 5; 

Chapter D.3, para 9

Part III, Chapter D.1, para 16;

March 2009 Update

Part III, Chapter D.1, para 17

Part III, Chapter D.1, para 18

April 2010 Update No. 5


	

	B.6.1a
	If TAS, 100% attribution to one activity, income, or total costs have been used for more than a small proportion of cost then the institution is able to justify this as a fair and reasonable representation of the resources being attributed.  
In particular the cost drivers used for the following have been studied carefully and at least one alternative to TAS has been considered before a specific decision on cost drivers is made: shared space (academic offices, corridors); non-staff costs in academic departments; academic Support time; O(CS).   
	Part III, Chapter D.1, para 21
Part III, Chapter D.3, para 2;

March 2009 Update
	

	B.6.1b
	Where material, the attribution of costs in the following areas follows the Guidance in CONS-10:  national museums and libraries; sports facilities; parks and gardens; botanical gardens; farms and woodlands; veterinary schools; sales and leaseback schemes; special initiative projects.
	Annex 14
	

	B.6.2
	Cost drivers based on numbers (staff, students, costs, income) are updated each year.  All other cost drivers are updated at least every three years (academic staff time, estates usage, librarian and heads of department reviews of cost drivers etc).
	August 2007 Update
	

	B.6.3
	The costs in the indirect cost total reconcile with the trial balance (e.g. financial statements, less directly incurred costs and all other costs charged directly to an activity (see B.3 in this Statement of Requirements), plus cost adjustments, and plus Support time of academics.)
	Part III, Chapter D.3, para 5
	

	B.6.4
	They are reported on the annual TRAC return.  

The relevant part of the RFI is included correctly.
	Annual TRAC return  CONS-3;

Annex 15 (issued July 2006), now CONS-9
	

	B.6.5
	The %s of each type of Support cost attributed to R look reasonable when compared to those attributed to T and O (i.e. there are no unusual figures).
	October 2009 Update No. 3
	Annual TRAC return

	B.6.6
	The cost drivers used for learning resources/libraries are robust. e.g.  the head of library services agrees with the methods used and with the overall reasonableness of the resulting attribution.
	Part III, Chapter D.4, para 1
	Good practice in attributing library costs – Annex 11

	B.6.7
	The student numbers (FTE or headcount) that are used as a cost driver are robust e.g.

· they are based on data from an appropriate source: Students Records, HESA, HESES etc;

· the number of taught students are broadly in line with HESA numbers. If not, the reasons are known and are reasonable. (It is recognised that HESES or data other than HESA might have been used as a cost driver);

· students on non-credit bearing courses (NCB) are appropriately included, and described as FTEs, where material (materiality is at department level for institutions in England, Scotland and NI who are participating in TRAC (T), but their exclusion may also have an impact on the level of costs allocated to Support for Research);

· FE students are included;

· PGR students have been appropriately excluded or included.
	Part III, Chapter D.1, para 22

March 2009 Update
	

	B.6.8
	One-off costs such as restructuring are appropriately allocated to all of T, R and O (not just to O).  
	Annex 15, page 12, July 2006 Update; 

2005 Validation Checklist; and 

definition of O in Annex 6  now CONS-10
	

	B.6.9
	It is possible to review cost attributions to ensure that these have been performed satisfactorily. 

e.g. for non-staff costs in academic departments, by:

· identifying non-staff costs in academic departments in the trial balance;

· tracing the allocation of these non-staff costs in academic departments through the TRAC allocation model;

· considering the appropriateness and robustness of the cost drivers used; 

· checking key cost driver data against the source data or underlying information;

· calculating the attributions made to Research;

· checking the correct cost appears in the Research indirect cost total on the annual TRAC return.

Institutions carry out at least some of the procedures described above themselves from time to time.  This could be done for some or all of the cost items making up the Research indirect cost total, as listed on the annual TRAC return.
	Part II (audit trails)
	Steps in cost attribution – Part III, Chapter D.6

Annual TRAC return

	B.6.10
	Where an institution has introduced changes to their time allocation as a consequence of implementing the new definition of ‘time on institutional activities’ (see point B.4.2a); a re-allocation of institution/own funded Research time according to its primary purpose (point B.4.2b); or a workload planning approach (point B.4.1a):
· each type of Support cost allocated to Research (the numerator of the indirect cost/estates rates) is reviewed to ensure that the cost drivers that are used still provide an appropriate allocation of cost to Research.  Specifically, if there is less time allocated to Research (i.e. a lower proportion of activity recorded in this area), it is logical to expect a lower proportion of Support costs allocated to Research.  If the cost drivers used do not produce this result, then the cost drivers are carefully reviewed to ensure that they are appropriate and produce robust results.


	April 2010 Update No. 4
	


B.7 Other attributions and allocations (to ensure that the costs and income in the annual TRAC report are robustly reported) *
	There is robust attribution of the costs of T to PFT and NPFT; and R to research sponsor type.  Income has been robustly attributed to activities.



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	B.7.1
	The costs of Teaching are attributed robustly between PFT and NPFT, using student numbers or a better cost driver, at a department level.  
	Part III, Chapter C.1, para 13
	

	B.7.2
	Costs are attributed robustly to research sponsor types.

The surplus/(deficit) for each research sponsor type is reasonable (see point A.3.5 in this Statement of Requirements).
No costs are attributed to the eighth, research sponsor type ‘block grant recurrent Research income from the funding councils’.
	Part III, Chapter C.1, para 13;

Chapter D.3, para 6;

Annual TRAC return
April 2010 Update No. 5
	Cost drivers are suggested in Part III, Chapter C.1, paras 13-16

	B.7.2a
	PGR income and costs are matched and reported under the PGR research sponsor type, where possible:

· where they can be readily identified and reallocated, all income and costs relating to PGR activity is recorded under the PGR research sponsor type, not the externally funded research sponsor types.

· where they cannot readily be identified and reallocated (e.g. they are not recorded in an institution’s I&E account, or they are an inseparable part of salaries) then the costs of stipends and scholarships/bursaries are reported against the same research sponsor type as the income that is covering them.

· if neither of the allocations described in the two bullet points above can be done without (in the view of the institution’s TRAC Steering Group) significant burden being added to the institution, then at the least, the institution improves its understanding of the recovery relating to PGR students.
	April 2010 Update No. 5
	

	B.7.3
	Academic staff costs or time attributed to the Research Council sponsor type in annual TRAC are compared to the academic staff costs or time charged to Research Council projects in the year.  Where there is a material difference at the level of an institution as a whole, taking one year with another, a review has been instigated to establish reasons, and to identify potential improvement in methods where appropriate. 

(This review is carried out on figures from, and including, 2008-09).

There is a system that will produce annual totals for costs or time charged to Research Council projects from the institution’s research project system (e.g. finance or research management system) as well as from annual TRAC no later than 30 January 2011.  If data on all departments cannot be produced, a data set from a sample of departments or groups of projects is used in this first year, with full compliance achieved as soon as possible.  

[By 31 December 2009 the institution had started to draw up plans to ensure they can produce the information.]
By 31 December 2010 there is a plan describing how the magnitude of differences arising from both time and cost factors will be investigated.  The process of investigation and understanding some of these differences has started.  The plan covers at least the following areas: the volume of pre-fEC projects; indexation differences; the number of hours that academics work p.a.; the number of hours actually being worked on a project compared with original estimates; the robustness of time and academic staff costs recorded in annual TRAC against the RC sponsor type; any other areas considered by the institution to be significant.
Every year subsequently, investigations are carried out and understanding improved, on at least some of these areas, in line with the agreed plan.
	Part III, Chapter C.2, paras 23-27;
October 2009 Update No. 3

October 2009 Update No. 3


	October 2009 Update No. 3 contains further explanation, and describes some approaches that can be taken.  It confirms that this requirement does NOT need timesheets to be kept by academic staff; nor does it require comprehensive or detailed calculations or reconciliations.  

	B.7.4
	Income is attributed using the allocation schedule (and separate schedule of funding council grants) provided in CONS-4.
This now incorporates a new, eighth, research sponsor type:  block grant recurrent research income from the funding councils.

Where it can be readily identified and allocated, fee and stipend income relating to PGR student activity is re-allocated from the externally funded research sponsor types to the PGR research sponsor type (see point B.7.2d in this Statement of Requirements). 

The total income figure on the annual TRAC return agrees to the financial statements before exceptional items (see B.1.1 in this Statement of Requirements).
	Annex 16, with funding council grant schedule updated annually.  Now referred to as CONS-4
April 2010 Update No. 5

April 2010 Update No. 5

Annual TRAC return  CONS-3
	

	B.7.5
	Income is allocated between regulated and non-regulated sources as defined in CONS-10.  (This analysis is not used in TRAC (T).) 
Some institutions might now be reporting significant donations into their I&E account in one year, when expenditure is made in subsequent years.  Where these are not defined as exceptional items, the income forms part of TRAC.  Where the donation was not made for a specific activity the income is allocated to O.  See also CONS-4.
	July 2006 Update

March 2009 Update
April 2010 Update No. 5
	


Section C.  Calculation of the charge-out rates for Research

	This Section is not applicable to institutions with dispensation




C.1 Full-time equivalents (staff numbers)

	Staff FTEs are used in the denominator (bottom-line) of the indirect, estates, and laboratory technician (infrastructure) rates for Research (Part IV, Section C).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	C.1.1
	Robust methods are used to establish the FTEs used in the indirect cost and estates rate calculations for Research:

· staff information is obtained from pay or personnel records (or a robust method such as a survey or research project records);

· this is broadly in line the staff numbers in the financial statements (and differences are understood);

· FTEs for staff are based on a minimum of two staff counts for the financial year from which the data for the annual TRAC return is being provided.  These counts are done at times that are considered to be representative of the staff employed over the year;

· FTEs for research assistants and fellows are included, and those for  temporary staff, visiting professors, and clinicians (working on Research under knock for knock), are included where material and appropriate;

· the source data is critically reviewed to make sure that all staff are appropriately included or excluded e.g.:

· staff on temporary contracts, fees basis and casuals are included;

· employees on maternity, paternity and long-term sickness leave are excluded; 

· researchers are included.
	Part IV, Chapter C.2, para 17

and Part IV, Chapter C.2, para 12

Part IV, Chapter C.2, para 17

and August 2007 Update

Part IV, Chapter C.2, para 17

Part IV, Chapter C.2, paras 14 and 17
	Overview of charge-out rates – Part IV, Section A

Description of FTEs – Part IV,

Chapter C.1

	C.1.2
	The proportion of time that academic staff spend on Research shown in the TAS data for that year is applied (unweighted for academic salaries) to the FTEs to give the total academic FTEs on Research that are used in the rate calculations. This excludes all Support time attributable to Research.  

The institutional % of academic staff time on R from the TAS system is used in the calculation of the FTEs used in the denominator of the rates.  Differences arise because of staff working off-site (who are not included in the estates rates).  See C.1.4 in this Statement of Requirements.
	Part IV, Chapter C.2, paras 5 and 9

September 2011 Update No. 6  
Annual TRAC return CONS-3
Part IV, Chapter E.2, para 3
	

	C.1.3
	Staff included in the denominators of the indirect and estates Research rates include academic staff, research assistants and research fellows.  Academic Support time, and the time of Support staff has been excluded.  

The denominators include the FTE equivalent for O(CS) time that has been allocated to R.  

FTEs do not include RAs ‘in-between projects’ whose costs are allocated to S, but do include these RAs if they are engaged on other Research (e.g. institution/own-funded).
	Part IV, Chapter C.2, paras 2-8 and 10

Part IV, Chapter C.2, para 7;

Part III, Chapter C.3, para 4
	

	C.1.4
	There is a process for identifying any significant impact on the FTE numbers used in the two estates rates that arise from off-campus work;  from wholly desk-based work in laboratory departments; and from lab-based work in non-lab departments. 
	Part IV, Chapter C.2, para 17; and July 2006 Update
	

	C.1.5
	There is a robust process for allocating staff and PGR FTEs between laboratory and non-laboratory departments.  
	 Part IV, Chapter E.2, paras 10-14
	

	C.1.6
	FTEs for PGR students are based on and reconciled to HESES or the equivalent, HESA or Student Records.  These are either the same as the PGR student numbers used in the cost drivers, or differences are explained and appear reasonable (in practice, one may be based on HESES data, the other on HESA).  The PGR student number count is taken at one point in the year, as with taught students (not at least two, as for staff).
They do not include PGRs on ‘writing-up’ only registrations.
	Part IV, Chapter D.2, para 19

Update April 2010 No. 5

Part IV, Chapter C.2, para 23
	

	C.1.7
	The right weightings are applied to the PGR FTEs that are included in the estates, indirect and laboratory technician (infrastructure) charge-out rates.  (0.2 for indirect, 0.8 for laboratory estates (and laboratory technician infrastructure), 0.5 for non-laboratory estates.)  
	Part IV, Chapter D.2, para 20
	


C.2  Estates rates for Research

	At least two estates rates for Research, for laboratory and non-laboratory departments, are calculated from data produced by the annual TRAC process (Part IV, Section E).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	C.2.1
	The costs in the numerator of the estates rates calculations agree to the estates cost total allocated to Research from the TRAC estates cost model.
	Annual TRAC return CONS-3;

Part IV, Chapter E.1, paras 1-17
	

	C.2.2
	The costs used in the laboratory technicians and research facility calculations are the same as those removed from estates (see C.3.10 and C.5.7 in this Statement of Requirements).  This applies irrespective whether all of the research facilities costs were actually in the estates cost total in the first place (for example, notional depreciation, calculated on the replacement cost of a facility, will not all be in the estates cost total.  Neither will all the costs of facilities that have not yet been completed or used.  All of these costs are deducted from the estates cost total.) 
The removal of research facility (RF) costs from estates is done by:

· adding RF costs incurred in the past year, that are not already in that year’s estates cost total, to estates costs;

· deducting RF costs that are included in the new year’s RF rates from the estates costs (ensuring these are at the same price levels as this is done);

· thus arriving at the net estates costs used to calculate the estates rates for the new year.

The costs that are removed from the Research estates cost total are those that relate to the use of laboratory technicians and research facilities on Research activities (not on Teaching activities).

The only exception to this is where an adjustment is necessary to reflect lower than ‘efficient’ utilisation on research facilities – the costs relating to this lower utilisation are left in the estates costs (see C.5.4 and C.5.7 in this Statement of Requirements).

The part of technician or research facility costs used on Research activities that are not chargeable to research projects, or recoverable from sponsors, are still excluded from estates costs.
	Part IV, Chapter E.1, para 11

April 2010 Update No. 5
August 2007 Update 
	

	C.2.3
	At least two estates rates are produced.  The allocation of costs between the laboratory and non-laboratory calculations is based on data from the TRAC estates cost model.
	Part IV, Chapter E.2, para 5
	Overview of estates rates – Part IV, Section A; and see Part IV, Section E

	C.2.4
	Estates costs are directly allocated to projects on a £/FTE basis.  If not, see C.2.10 in this Statement of Requirements.
	Part IV, Chapter E.2, para 1
	

	C.2.5
	The estates rates have been indexed by two years price rises to arrive at year one price levels on a project.  The index is appropriate (i.e. it is used for planning purposes or from an established source).  It reflects price changes for the two years broadly starting from the midpoint of the year being reported on the TRAC return.
The index is made up of a suite of indices that (a) specifically reflect both the historical and future parts of the two-year period and (b) incorporate at least a pay index and a non-pay index.  The non-pay index is applied to estates costs.
	Part IV, Chapter E.3, para 9;

March 2009 Update

October 2009 Update No. 3
	

	C.2.6
	There is an appropriate process for institutional review and approval of the rates once calculated.  (See B.1.3 in this Statement of Requirements.)
	Annual TRAC return  CONS-3;

March 2009 Update
	

	C.2.7
	Rates are re-calculated each year.  There is a clear cut-off date and process that ensures that the updated rates replace the previous rates and are applied to project applications no earlier than 1 February of each year, and no later than six months after this date.
	Part IV, Chapter E, paras 6 and 7
	

	C.2.8
	If the rates are outside the UQ or LQ sector rates, calculated from the annual TRAC returns each year, there is justification for this (see A.3.4 in this Statement of Requirements).  The latest rates are given in CONS-5.
	Part IV, Chapter E.5
	

	C.2.9
	A breakdown of the rates is given on the annual TRAC return.


	Annual TRAC return  CONS-3
	

	C.2.10
	If alternative charge-out rates are used, i.e. other than a £/FTEs, these are at least as robust.   See also points listed under C.6.2 in this Statement of Requirements.
	Part IV, Chapter E.4;

Part IV, Chapter E.2, paras 5 and 7
	


C.3 Laboratory technicians charge-out rates for Research

	The costs of laboratory technicians are directly charged to research projects, and are not in the estates or indirect cost rates (Part IV, Chapter G.1).  

Three charge-out rates are calculated, for: 

a) DI staff

b) the time of DA staff (who do not complete timesheets) spent working on specific research projects (‘pool’);

c) the time of DA staff spent on providing infrastructure support or services to laboratories (‘infrastructure’).

      (July 2006 Update)

The procedures reflect the actions described in the worked example on laboratory technicians (issued April 2007).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	C.3.1
	The costs of time of laboratory technicians are identified.  This covers DI staff (working 100% on a specific project or completing timesheets) and DA staff (not completing timesheets).  (The latter are identified either by identifying specific staff, or by establishing the difference between the technician support in laboratory departments and that in classroom/generic departments.)
	July 2006 Update;

Worked example (April 2007);

October 2007 FAQs, Q13
	

	C.3.2
	The costs of DI staff are separately identified.  DI staff are either 100% chargeable to one project, or they are completing timesheets.  The requirements for timesheets are now described in D.3.2 of this Statement of Requirements.
	Part IV, Chapter G.1, para 2

	

	C.3.3
	1650 hours is the total productive hours used in the denominator of the calculation of the hourly/daily DI staff charge-out rates that are being charged to projects based on actual hours recorded on timesheets.  
	October 2007 FAQs, Q16
	

	C.3.4
	An estimate is made of all other laboratory technician (DA staff) time to understand which activities they support (e.g. through a survey or a Head of Department estimate).  This records:  the time they have spent in support of specific Research projects and activities (covering research projects, institution-/own-funded Research, support for PGRs); time supporting Teaching and Other activities; and time that provides infrastructure support.  (This survey or estimate is updated at least every three years.)
	Part IV, Chapter G.1, para 7; 

July 2006 Update;

October 2007 FAQs, Q13
	

	C.3.5
	Laboratory technician time and costs that are included in a specific research facility charge-out rate are excluded from all laboratory technician charge-out rates.  (See C.5.3 in this Statement of Requirements.)
	Part IV, Chapter G.2, para 10
	


	C.3.6
	Pool technician costs cover DA staff time spent in supporting specific research projects and activities (covering research projects, institution-/own-funded Research, support for PGRs).  No DI staff are included (see point C.3.2 above) in the pool technician rate.  
	August 2007 Update
	

	C.3.7
	DI and DA pool technician rates are re-calculated at least once a year.  They can be calculated once only (and incorporate forecast pay awards); or they can be updated each time a pay award is made during the year.

They reflect current year price levels.
	August 2007 Update

October 2007 FAQs, Q16; March 2009 Update
	

	C.3.8
	The infrastructure technician rate excludes all time charged as DI (see point C.3.2 above) or included in the pool technician rate (point C.3.6 above).  It excludes all T and O activity.
	October 2009 Update No. 3
	

	C.3.9
	The infrastructure laboratory technician rate is re-calculated for 1 February each year.  It is indexed by two years price rises.  The index is appropriate (i.e. it is used for planning purposes or from an established source). 
The index is made up of a suite of indices that (a) specifically reflect both the historical and future parts of the two-year period and (b) incorporate a pay index and a non-pay index.  The pay index is applied to laboratory technicians.
An analysis of the rate is given on the annual TRAC return.
	August 2007 Update; March 2009 Update

October 2009 Update No. 3

Annual TRAC return  CONS-3
	

	C.3.10
	The laboratory technician costs included in points C.3.5, C.3.6 and C.3.8 above are excluded from the estates (or indirect cost) totals for Research, along with all DI staff (see point C.2.2 above).
	Part IV, Chapter E.1, para 11
	

	C.3.11
	If laboratory technician rates for Research are calculated and applied in non-laboratory departments (which is optional) these comply with all the requirements listed in C.3.1 to C.3.10 above.
	March 2009 Update
	

	C.3.12
	If there are no DI or DA pool technicians then there is no requirement to calculate a separate DA infrastructure technician rate.
	March 2009 Update
	


C.4  Research Facilities

	Research facilities are directly charged to research projects (Part IV, Section G.2; August 2007 Update; October 2007 FAQs).

Apart from C.4.1 below, the requirements listed in C.4 and C.5 in this Statement of Requirements cover research facilities that already belong to the institution.   It does not cover the allocation of the original purchase price or the deprecation on that – see also B.3.3 in this Statement of Requirements.



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	C.4.1
	The original cost (depreciation) for equipment purchased through a research grant or contract is directly allocated to R, and not to S.  It therefore never forms part of the estates costs discussed in C.4.5 below.
	Part IV, Chapter E.1, para 3 and 14;

March 2009 Update


	Avoiding double-charging equipment costs – Annex 18

	C.4.2
	All DI or DA equipment or facility charges are made using TRAC methods of calculating and applying research facility rates, as described in C.4 and C.5 of this Statement of Requirements.
	Part IV, Section G.2; August 2007 Update; October 2007 FAQs
	

	C.4.3
	Any biological services facility (operated with a Home Office licence) is charged as a MRF.  
	August 2007 Update;

Part IV, Chapter G.2, para 21
	

	C.4.4
	R-intensive institutions charge out a minimum of two facilities in addition to charging any biological services facility (see C.4.3 above).  These can be MRF or SRF.  

R-intensive institutions are defined as the top-60 institutions (in terms of volume) funded by the Research Councils (see CONS-10).
	October 2007 FAQs, Q1;

See 
http://www.rcuk.ac.uk/cmsweb/downloads/
rcuk/documents/top60.pdf
	

	C.4.5
	All MRF charges include depreciation calculated on replacement costs.  The annual depreciation costs included in the MRF rate calculation is deducted from the estates costs total used in the Research estates rate calculation (see also C.2.2 in this Statement of Requirements).
	Part IV, Section G.2; August 2007 Update; October 2007 FAQs
	

	C.4.6
	All MRF charges also include all costs required to run the facility (if material).  Estates and technician costs form part of MRF costs if they are material.  

Estates costs follow an inclusive definition i.e. they include buildings depreciation and part of the infrastructure adjustment and the RFI adjustment on assets.
	March 2009 Update
	

	C.4.7
	Apart from biological services (see C.4.3), any other equipment or facility charges are calculated as either a major research facility or small research facility (the only distinction is that MRFs must include depreciation and any other significant cost of the facility: these are optional for SRFs).

A whole facility can be made a MRF, or only part of it (a ‘hybrid’ MRF) but the latter is not defined by way of sponsor (e.g. taking into account only paying users such as the RCs in the utilisation totals, rather than all users such as T, PGRs, i/o-funded R, etc).  
	Part IV, Section G.2; August 2007 Update; October 2007 FAQs
August 2007 Update
	

	C.4.8
	A facility charge is DI if the costs or use are measured and charged to research projects based on quarterly records of use, and the records are auditable and authorised; otherwise it is DA (where charges are based on estimates given at the beginning of each project).
	Part IV, Section G.2; August 2007 Update; October 2007 FAQs
	

	C.4.9
	A research facility can be moved from DA to DI.  If so, new projects (bids not yet finalised) are charged with DI costs, and existing projects (bids agreed) continue to be charged as DA.
	March 2009 Update
	


The requirements for each research facility rate are given in Section C.5 below.  
C.5 Each research facility 

	The charge-out rate is calculated robustly for each research facility, and the costs making up that charge-out rate are excluded from estates or indirect costs  (Part IV, Chapter G.2).

The following applies to both MRFs and SRFs, with the exception of C.5.1 which only applies to MRFs.



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	C.5.1
	The depreciation elements of the annual costs of the MRF are robustly estimated  e.g. the depreciation is based on a realistic estimate of life, and current replacement cost – including VAT, delivery, installation, testing, spares, etc; and covers all of the equipment irrespective of how it was originally funded.  

(There is no double-charging as all facility costs, including notional depreciation, above are deducted from the estates cost – yet the actual depreciation charge for the purchase of the facility never formed part of estates costs, see C.4.1, B.3.1 and B.3.3 in this Statement of Requirements.  Charging research facility rates (with notional depreciation) together with estates rates (with notional depreciation deducted, yet actual depreciation not included) therefore does not result in a second charge for depreciation to sponsors.)
	Part IV, Chapter G.2, para 8


	Avoiding double-charging equipment costs – Annex 18

	
	Senior managers and PIs understand that:

i) there is no double-charging;

ii) including depreciation in a MRF or SRF does not mean that there is an increase in the funds received by the university over the funding that would be received if all depreciation had been left in the estates costs;

iii) as a consequence, the institution’s approach to identifying and costing research facilities for TRAC fEC cannot lead to a replacement fund being created and funded by an external sponsor.  Internal resource allocation policies might do this at a department level, but no additional funds flow into the institution.
	October 2007 FAQs, Q4

March 2009 Update
	

	C.5.2
	All other annual costs are robustly estimated e.g. the annual costs may include fixed costs such as insurance, estates and management. They may include appropriate running costs that might vary by the amount and type of usage – these costs might include consumables, spares, power, and technician time.  The annual costs are based on previous spend, an estimate by a suitable expert, or other information.  They may relate to costs that have not yet been incurred (for example if the facility is not yet in operation). 
	August 2007 Update;

Part IV, Chapter G.2, paras 8-14

	

	C.5.3
	If the time of a technician or academic is included in the facility costs, this time is excluded from the laboratory technician (pool or infrastructure) rates, estates rates, or indirect costs (i.e. any academic time is charged directly to T, R and O in the TAS survey, not to S; or, if charged to S, a deduction is made from the estates or indirect cost total).  
	Part IV, Chapter G.2, para 10
	

	C.5.4
	An annual usage (expressed for example in hours per day, or units of output) is estimated by an appropriate expert.  This usage covers all activities – i.e. use of the facility for Teaching, PGRs, institution-/own-funded Research, external Research projects, Other activities – whether the cost of that use is recoverable from sponsors or not. 

If this usage is lower than a ‘reasonably efficient’ utilisation that could be expected from a similar research facility in a university environment then the latter is used.  (A proxy for this might be obtained by making a comparison with market prices.)
	Part IV, Chapter G.2, paras 15-17
	

	C.5.5
	The total annual costs are divided by the annual usage on all activities to give a charge-out rate for each time or unit of output.  
	Part IV, Chapter G.2, para 18 
	

	C.5.6
	An estimate is made of the total research facility costs attributed to (used for) Research.  This covers the use by PGRs, institution-/own-funded Research and all external sponsors.  This reflects actual utilisation, not any alternative ‘reasonably efficient’ utilisation that might have been used to calculate the rate.
	Part IV, Chapter G.3, paras 3-4
	

	C.5.7
	These Research costs (that reflect actual utilisation) are then deducted from the Research laboratory estates cost (some elements may be deducted from the Research indirect cost if more appropriate), irrespective whether they are in there in the first place.   However, if some of the costs have already been deducted from estates (e.g. through journals recharging costs to projects) then these costs need not be deducted twice.  (See also point C.2.2 in this Statement of Requirements.)
	Part IV, Chapter G.3, para 3;  

October 2007 FAQs, Q3

August 2007 Update; 

October 2007 FAQs, Q2
	

	C.5.8
	By 1 February each year, an approach to charging out research facilities is planned and the deduction from estates costs reflects any new facilities to be introduced over the year.  The estates rate is not then recalculated as each facility is introduced in-year.
	October 2007 FAQs, Q6
	

	C.5.9
	Research facility rates are re-calculated each year, with updated rates applied from 1 February.

Rates represent current year price levels when applied to RC projects.
	August 2007 Update

October 2007 FAQs, Q17; March 2009 Update
	


C.6 Indirect cost rate for Research

	An indirect cost rate for Research is calculated robustly from data derived from the annual TRAC process (Part IV, Section D).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	C.6.1
	The indirect cost total used in the calculation of the indirect cost rate agrees to the indirect costs for Research identified in the TRAC model.
	Annual TRAC return  CONS-3;

Part IV, Chapter D.1, paras 1-7
	

	C.6.2
	There is a single indirect cost rate, expressed in terms of £ per academic/researcher/PGR.  

If more rates are calculated (e.g. by grade of staff, or by department), then:

· a singe institutional rate is still calculated for benchmarking;

· FTEs and costs are robust at these lower levels.
	Part IV, Chapter D.2, para 4

Part III, Chapter D.4
	Overview of indirect cost rates – Part IV, Section A; and see Part IV, Section D

	C.6.3
	The indirect cost rate is indexed by two years price rises to arrive at year one price levels for a project.  The index is appropriate – i.e. it is used for planning purposes, or is from an established source.  It reflects price changes for the two years broadly starting from the midpoint of the year being reported on the TRAC return.

The index is made up of a suite of indices that (a) specifically reflect both the historical and future parts of the two-year period and (b) incorporate at least a pay index and a non-pay index.  The pay and non-pay indices are applied to the relevant proportions of indirect costs.
	Part IV, Chapter D.3, paras 3-4;

March 2009 Update

October 2009 Update No. 3
	

	C.6.4
	There is an appropriate process for institutional review and approval of the rate once calculated.  (See B.1.3 in this Statement of Requirements.)
	Annual TRAC return  CONS-3;

March 2009 Update
	

	C.6.5
	There is a clear cut-off date and process that ensures that the updated rate replaces the previous rate and starts to be applied to project applications no earlier than 1 February of each year, and no later than six months after this date.  
	Part IV, Chapter D, para 5
	

	C.6.6
	If the rate is outside the latest set of upper quartile or lower quartile (UQ or LQ) sector rates then there is justification for this (see A.3.4 in this Statement of Requirements).  The latest rates are given in CONS-5.
	Part IV, Chapter D.5, paras 1-3
	


C.7 Academic staff charge-out rates

	Charge-out rates for academic staff are calculated robustly (Part V, Chapter C.3).

This section covers academic staff being charged as a DA cost, such as principal investigators: not DI staff such as research assistants or any completing project-based timesheets (see Part IV, Section C, paras 2-10).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	C.7.1
	Charge-out rates are established for every individual, or for pay groups or bands or a combination.  If pay groups, these are described in a way that they will be correctly and consistently applied.
	Part V, Chapter C.3, paras 2-3, and 6
	See also TRAC EC-FP7 point F.3 (in this Statement of Requirements)

	C.7.2
	Pay bands are based on the average pay for appropriate staff.  They are recalculated at least every three years.  
	Part V, Chapter C.3, para 5
	See also TRAC EC-FP7 point F.3 (in this Statement of Requirements)

	C.7.3
	The salaries or pay bands include on-costs, allowances, honorariums and fees made in lieu of salary.  They exclude payments that relate solely to clinical work (e.g. merit awards/clinical excellence awards) or academic overtime.  

Redundancy and severance payments are included in the indirect cost rates, and excluded from the salary charge-out rates.  
	Part V, Chapter C.3, para 4 

Part V, Section D, para 33
	

	C.7.4
	An uplift is included, when appropriate, to reflect a proportion of additional payments incurred for increment drift.  The charge-out rates on RC projects are costed on current scales adjusted to include average increments for the whole project, but with no indexation to start date.  Any likely increases related to pay modernisation etc are included.  Promotions and performance related pay are included where they are reasonably certain (not ‘just in case’).  
	July 2006 Update
	

	C.7.5
	There are adequate control procedures to ensure that:

· staff are classified against the appropriate scale and band;

· pay is updated correctly.
	Part IV, Section B, para 7
	

	C.7.6
	The annual salary costs are divided by 1650 hours when calculating hourly rates, and 220 days when calculating daily rates.  
	Part V, Chapter C, paras 11-13  
	Explanation of why 1650 is a good estimate of productive hours – Part IV, Section C, paras 13-15


Section D.  Charging costs to research projects

This section describes reviews the methods used to charge costs to Research projects which are funded under a cost-based price.

This mainly covers the application of the charge-out rates to the quantity of resources needed to carry out the project.  For Research Council funded projects, the method for estimating the amount of resource needed is described in the ‘justification of resources’ section on the project application form and is assessed by Research Council Peer Review.  The quality assurance of the recording and reporting of project costs is undertaken by the RCUK Funding Assurance Process.

This Section is applicable to institutions with dispensation, however, when referred to, indirect and estates cost rates indicate the use of dispensation rates for these institutions.  Research facility and laboratory technician infrastructure rates are not applicable to institutions with dispensation.

D.1   Academic staff costs (DA) *
	Academic staff time and academic staff charge-out rates are applied robustly to projects (Part V, Section B).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	D.1.1
	Reviews are undertaken of the techniques and estimates used to estimate time to ensure that fair and reasonable estimates are being made of the actual time likely to be taken.  
	Part V, Chapter C.2, para 11
	Advice on estimating academic staff time – Part V, Chapter C.2, paras 13-20; Annex 20

	D.1.2
	The instructions to PIs (or staff completing the project costings) and/or the methods they use ensure that the correct charge-out rates are applied to each academic’s time.  They take account of name/grade.  They take account of eligibility (i.e. they are not staff wholly funded under another research project or fellowship, or staff for whom there is no cost in the institution’s records, but they are applied to clinical academics whose costs are partially or wholly reimbursed).  
	Part V, Chapter C.1, paras 1-3; Chapter C.2, paras 1-6; Chapter C.3, paras 8-10
	

	D.1.3
	The processes ensure that the latest rates are applied to project costings once they are available, but not before the salary scales apply.  There is version control.
	October 2009 Update No. 3
	

	D.1.4
	They require staff to record separately the academic staff time spent on supervising and training PGR students when the latter are working on projects.
	Part V, Chapter C.5, para 2; Section D, paras 39-46
	

	D.1.5
	The processes are designed to ensure that estimates of staff time are either made in units (e.g. hours or days) that are the same as the charge-out rates, or are converted correctly.
	Part V, Chapter C.2, para 21
	

	D.1.6
	No more than 1650 hours is being charged to Research Council projects, by each academic or researcher in each financial year.  This means that a record of commitments is maintained for at least the most research-intensive staff.

If more than 1650 hours might be charged to projects for any one individual in a year, the institution investigates the case and if there are no mitigating circumstances the RCs are not charged more than 1650 hours (the work is still carried out).

 (This requirement replaces the point stated in D.1.6 of the March 2009 Statement of Requirements Version 1.1)
	October 2009 Update No. 3
October 2009 Update No. 3
	The October 2009 Update defines the scope of the requirement (e.g. what a financial year might be, projects that are included or not included) and how a record of commitments might be kept.

	D.1.7
	There are processes that:

· highlight cases where the academic will not have available the time that they have estimated is necessary to carry out the work;

· (the second bullet point has been replaced by the restated requirement described in D.1.6 above)

· ensure that PIs are in a position to confirm or otherwise, that, broadly, the amount of time estimated at the start of the project is likely to have been spent, and will be spent, by the staff on the project.  Broadly in this context means cumulative over the project so far, with reasonable assumptions as to future work on the project, and plus or minus 20%.  Formal records are not necessary for this – but the PIs should be in a position to produce some evidence of time spent e.g. paper-based diary entries, records of meetings, laboratory notes, volume/quality of outputs and so on.  
	Part V, Chapter C.4, para 1 (a)
Part V, Chapter F, paras 26-29
	


D.2 Application of DA and indirect charge-out rates *
	There are robust processes to ensure that other DA and indirect cost charge-out rates are applied robustly to projects (Part V, Section B).



	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	D.2.1
	The training, support and instructions provided to PIs (or other staff preparing project costs) and/or the methods they use ensure that the rates:

· are the correct institutional rates;

· relate to the right time period (i.e. are updated no earlier than 1 February of each year);

· are indexed correctly:

· indirect cost rates, estates rates and infrastructure laboratory technician rates that are used to calculate charges on Research Council projects incorporate two years indexation calculated in accordance with the Guidance given in points C.6.3, C.2.5 and C.3.9 respectively of this Statement of Requirements; 
·  DI and DA pool laboratory technician, research facility and DI and DA staff rates are at current price levels; 
· but those submitted to other sponsors are indexed to derive Year 1 costs;  
· all costs are then further indexed to derive the costs for each subsequent year of the project).  
	Part V, Section B, paras 6-8

Part V, Section E, paras 2-16; 

July 2006 Update; October 2007 FAQs, Q16;

March 2009 Update
	Applying rates – Part IV, Chapter D.3 and E.3

	D.2.2
	The rates based on FTEs are applied to:

· the same type of staff who are included in the denominator of the indirect cost, estates, and laboratory technician infrastructure rate calculations. e.g., estates rates are applied to non-university staff working on campus but whose salary may not be chargeable; estates rates are not applied to staff who are working offsite for six months or more in aggregate during a project; the right rate is applied to laboratory staff working on desk-based projects and vice versa;  

· PGR student numbers that are weighted (by 0.2 for indirect cost rate, 0.8 for laboratory estates rate and laboratory technicians infrastructure rate and 0.5 for non-laboratory estates rate);

· appropriate staff irrespective of whether their institution is leading the project and irrespective of whether they are paid a salary.  But they are not applied to any researcher or academic whose time has been wholly (100%) charged to another single fellowship or research project funded by the RCs, charities or OGDs.
	Part IV, Chapter C.2, para 1; Part IV, Chapter E.3, para 10; Part IV, Chapter C.2, paras 1-9; Part V, Chapter C.3, para 8 

July 2006 Update

Part V, Chapter D, para 46; Part IV, Chapter E.3, para 3

Part IV, Chapter D.3, para 6; Chapter E.3, para 10


	

	D.2.3
	Facility rates that are based on units of consumption, output or process (e.g. hours, plates, runs) are being applied to the right output type or process type. 

It is clear which facilities are DI (charged on actual usage) and which are DA (charged on estimated usage). 
	October 2009 Update No. 3
October 2009 Update No. 3
	

	D.2.4
	Laboratory technician pool charge-out rates are applied to pool technician estimates based on the same unit of time.  There are instructions to ensure that these estimates do not include any time of staff that is being charged as a DI cost or that is considered to cover infrastructure activity.
	October 2009 Update No. 3
	

	D.2.5
	The difference between costing and pricing is clear.  E.g. project costs under TRAC fEC include the costs of supervising and training a PGR student who is a member of the project team (the costs include maintenance/stipends/fee remissions, academic time and indirect/estates costs) but the funding from the Research Councils is comprised only of stipends and fees.  See also point B.7.2a in this Statement of Requirements.  
	Part V, Chapter D, paras 39-45
	

	D.2.6
	Rates applied to projects being priced on a cost-basis do not change during the life of the project.  However, they are reviewed and updated (for latest estimates) if there is a substantial change to the programme of work; or if they are rolling programmes more than three years in length (for example) with a mid-term scientific review.
	Part IV, Chapter D.3, paras 2-3; Chapter E.3, paras 4-6

Part V, Section F, para 10
	

	Other supporting material available in the TRAC Guidance


	PowerPoint presentation on TRAC fEC – Annex 2

HM Treasury letter on costing and pricing university research for other government departments – Annex 3

Overview of TRAC fEC – Part V, Section A




D.3 Charging other costs to research projects *
	Comprehensive rules and procedures are given by the Research Councils (and other sponsors).  The requirements given in TRAC mainly clarify the distinction between directly incurred (DI) costs and DA costs (Part V, Section D).

(Points D.3.2 to D.3.6 in Version 1.1 March 2009 of the Statement of Requirements have been renumbered D.3.3 to D.3.7)


	Point number
	Description
	Reference to the annual TRAC/TRAC fEC Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	D.3.1
	DI costs are charged to projects on actual cost.  They can be vired.  

DA costs cover academic staff time, indirect costs and estates costs.  They are charged to projects on the basis of estimates, and do not change over the life of the project (subject only to major reviews – see D.2.6 in this Statement of Requirements).

Laboratory technicians are classified as DI or DA, as described in C.3.2. and C.3.1 in this Statement of Requirements.

Research facilities are classified as DI or DA, as described in C.4.7

A cost is not classified as both DI and DA.  Different parts of a resource (e.g. different parts of a research facility) can be classified differently, but the distinction is clear.
	Part V, Section D, para 3

Part V, Section D, para 5

Part V, Section D, para 10
	

	D.3.2
	Staff who are being charged as DI complete timesheets unless they are 100% charged onto one project or are PGR students: 

· the timesheets are monthly; and are completed for each month that the member of staff works on the project; in a timely fashion (within two months of period end);  by the individual, signed by their manager
· time is recorded against a minimum number of activity categories: each research council project (separately); all other Research activity/Teaching/Other; Support (if applicable)
· actual productive hours are recorded, adding to a total of actual productive hours worked (which is unlikely to be same as 1650 p.a.  However, 1650 is still used to calculate the charge-out rate per hour, or FTE.)

Institutions that could not comply with this requirement in 2009 have agreed a plan by 31 December 2009 to introduce any changes necessary.  Full implementation is in place by 31 December 2010.  (Retrospective compliance (for work done in previous months) is not required.)
This Guidance on timesheets replaces that described in point C.3.2 of the March 2009 Version 1.1 of the Statement of Requirements.
	October 2009 Update No. 3

October 2009 Update No. 3
	A comparison of the TRAC EC-FP7 requirements for timesheets with TRAC fEC is given in the Annex of the October 2009 Update No. 3

	D.3.3
	DI costs apart from laboratory technicians and research facilities could include:

· consumables, travel and subsistence, survey fees, equipment maintenance, purchase of animals;

· DI costs from other institutions working collaboratively on a project (such as research nurses costs charged to the institution by a Trust; or the costs incurred by industry);

· maternity or paternity pay, or sick pay of RAs incurred post-award.  

They do not generally include:

· maternity or paternity pay or sick pay for academics (they are part of the 1650 hour calculation and in the indirect costs);

· redundancy pay (they are covered in the RFI adjustment);

· costs of staff providing cover for academics carrying out research;

· costs of disseminating project’s findings (although the costs of writing the final report and any specific reporting activity within the project are included in the project costs);

· a contingency.
Where a research fellow or research assistant is working on a project but 100% of their time has already been included in another single fellowship or externally funded research project, then no time or cost is allocated to the new project.  
	Part V, Section D, para 28-38
Part IV, Section D.3, para 6
	

	D.3.4
	The costs of supervising PGR students is not part of the cost-based price on RC projects.  Where PGR costs are charged to projects (which is not mandatory) these are shown separately and include:

· the time of the supervisor in PGR training and development (including the time of internal and external examiners, co-supervisors etc);

· indirect and estates costs associated with the supervisor’s time;

· indirect and estates costs associated with the PGRs themselves (using the TRAC weightings);

· any direct costs incurred by the institution on behalf of PGR students (travel and subsistence, consumables not included in the research project costs, stipends).

Tuition fees and fee remissions are not shown as a cost in TRAC (they are income or a reduction in income).
	Part V, Section D, paras 39-45
	

	D.3.5
	When costing a project for RCs to be funded on an fEC basis:

· a realistic estimate of the start date is made;

· a realistic profiling of costs is made;

· pay increments for RAs are included;

· the fEC, proposed funding from sponsor, and surplus/deficit, are calculated;

· no over costing or discounts or subsidies are built into the proposed funding.  They are based on fEC.  Negotiations are restricted to the type and level of resources.
	Part V, Section E, para 2

Part V, Section E, para 13

Part V, Section E, para 12

Part V, Section E, para 17

Part V, Section E, paras 20 -24


	Examples of project costing forms – Annex 19

	D.3.6
	When costing a project for sponsors who do not fund on an fEC basis:

· costs are indexed;

· institutions bear in mind that fEC is not a comprehensive economic cost;

· negotiations on funding take place using market-based pricing or other techniques, and are only informed by costs;

· the fEC, requested funding from sponsor, and surplus/deficit, are calculated.
	Part V, Section E, paras 13-16

Part V, Section E, para 29

Part V, Section E, para 30
	Guidance on pricing is available in two JCPSG publications available at http://www.jcpsg.ac.uk/pricing/


	D.3.7
	Costs incurred on a project post-award are recorded.  DI costs are recorded as expenditure is incurred (after the date of the award letter).  DA and indirect costs are recorded on original estimate, at least annually.

There are audit trails.
	Part V, Section F, paras 1-3, 13, 21-25


	


Section E.  TRAC (T)  *
These requirements are mandatory for all institutions in England, NI and Scotland, including institutions eligible for and applying dispensation.
	These methods produce Subject-FACTS – the average annual full economic subject-related cost of teaching a funding council-fundable student.  The original TRAC (T) Guidance is available at   http://www.jcpsg.ac.uk/guidance/2008/


	Point number
	Description
	Reference to the TRAC (T) Guidance (for minimum requirements only)


	Other material available in the TRAC(T) Guidance

	E.1
	Definitions used to classify students are those in the Higher Education Students Early Statistics Survey (HESES) and in CONS-11. 

Other definitions given in CONS-11 are used.
	Part VII, Chapter D.1;

Appendix 3 now called CONS-11
	List of HESA academic cost centres – Appendices 5 and 12-1

	E.2
	Non-publicly funded Teaching (NPFT) student numbers used as a cost driver to allocate costs are reviewed to ensure that they are robust at department level.
	Part VII, Chapter D.2
	April 2008 Update, section 2(a);

November 2008 Update, section 6

	E.3
	Publicly-funded Teaching costs (including bursaries for PFT students) are allocated between FC-fundable provision and non-FC fundable provision, by department.
	Part VII, Chapter D.3;

September 2007 Update, para 4.14
	Good practice in allocations - Part VII, chapter D.3

	E.4
	Subject-related costs are derived by ensuring that the differential costs of specified non-subject related activities are removed from the costs of FC-fundable provision in every academic department. The activities currently specified are: student-related (widening participation and disabilities; bursaries; part-time); provision-related (foundation degrees; sandwich year-out; long courses); institution-related (small institutions; specialist institutions; London institutions; old and historic buildings; specific initiatives).

The costs of all other non-subject related activities are not removed and therefore remain as part of the costs of subject-related activities.  These are: non-completion; post-graduate taught courses; flexible learning; employer engagement; partnership.
	Part VII, Chapter E.1

Part VIII, Chapter B
	Description of each type of non-subject related cost – Part VIII, Sections C to G

	E.5
	Specific methods for excluding non-subject related costs from the subject-related costs of FC-fundable provision are used, even if an institution believes it can estimate its costs better in a particular area. 

These methods are: the actual costs of FC-fundable bursaries; and current FC funding (data provided by the FCs) as a proxy for the recurrent costs of all other specified non-subject related activities – see CONS-7 (a) and (b).  
All funding identified as proxies for non-subject related costs is removed from the costs of FC-fundable taught provision for each relevant academic department (except for some specific exemptions, described in CONS-11 (b)), using cost drivers appropriate for each type of cost.
	Part VIII, Chapter B

Appendices 10 and 12-2 (updated annually – now called CONS-7)

Part VIII, Section C, para 8;

Annual TRAC (T) return  CONS-7;

September 2007 Update, para 1.15
	Worked example – Appendix 9

	E.6
	The subject-related costs of FC-fundable provision in departments are mapped onto HESA academic cost centres.  This mapping reflects the staff teaching the students returned under each HESA academic cost centre to HESA.

The costs allocated to HESA academic cost centres include all relevant TRAC costs (including central services, estates and cost adjustments). 
	Part VII, Chapter E.2

Part VII, Chapter E.2
	Methods for mapping – Part VII, Chapter E.2;  

September 2007 Update, paras 4.11-4.11;

April 2008 Update, section 2(g)

	E.7
	The subject-related costs of FC-fundable provision in each HESA academic cost centre is divided by HESA FTE numbers for FC-fundable provision (data is made available annually by the FCs).
	Part VII, Chapter E.3;

Institutional returns (issued annually), based on CONS-7
	Explanation of web facility – Part VII, Chapter E.3

	E.8
	The current TRAC quality assurance processes of internal review, reasonableness checks and benchmarking are followed.

Institutions complete Parts A and B of the annual TRAC (T) return (CONS-7).  (Parts C and D are discretionary.)
	Part VII, Chapter G.1

Part VII, Chapter G.2;

TRAC (T) return  in Appendix 8 (updated annually) – now referred to as CONS-7;

Institutional returns (issued annually)


	September 2007 Update, para 4.17;

April 2008 Update, section 3;

November 2008 Update, section 1

September 2007 Update

	Other supporting material available in the TRAC (T) Guidance


	Implementation plans –

· Part VII, Chapter F.1;

· ‘Implementing the Minimum Guidance’;

· Appendix 6 (incorporating good practice).

Diagrammatic overview of TRAC (T) – Hierarchy of Information (Appendix 2)

Classification of Direct and Support costs in Teaching – Part VIII, Section H.1

Options for calculating indirect costs for Teaching – Part VIII, Section H.3

Classification of costs as Fixed and Variable – Part VIII, Section H.3

Determining Life-cycle Costs – Part VIII, Section H.4

Course-Costing Advice Note – available at http://www.jcpsg.ac.uk/guidance/costing.htm



Section F:  TRAC EC-FP7 

These requirements are mandatory for any UK institution choosing to apply to the EC for approval of a personnel cost and real indirect cost method under FP7 that is based on TRAC EC-FP7.  They are in a slightly different format (more comprehensive description) than other TRAC requirements as they closely replicate the requirements given in the TRAC EC-FP7 Guidance.  

The full set of requirements applies to institutions using a real indirect cost method and applying for a Certificate on the Methodology.  

However, the methods described here for calculating personnel charge-out rates can also be applied by any institution using the flat rate method – whether using average or actual personnel cost rates – that is applying for a Certificate on the Methodology.

	Methods are used to produce personnel costs and real indirect costs on FP7 projects that will be considered eligible for funding by the EC.  The Guidance is available at http://www.universitiesuk.ac.uk/PolicyAndResearch/PolicyAreas/Pages/research.aspx  (under the sub-section on Europe).

An update was issued in March 2009.  For ease of reference, changes in the requirements from this update are given in italics.  
All references to timesheets in Section F relate to TRAC EC-FP7 timesheets (defined below), and not to TRAC fEC timesheets (see Sections C and D).



	Point number
	Description
	Reference to the TRAC EC-FP7 Guidance (for minimum requirements only)


	Other supporting material available in the TRAC Guidance

	F.1
	Indirect costs

These are defined for the purposes of this Section of the Guidance as covering TRAC-fEC indirect costs, the directly allocated charges for estates costs, research equipment/facilities costed using charge-out rates, and infrastructure laboratory technicians.  (The charge-out rates for each of these are, however, still calculated and applied separately under TRAC EC-FP7, as for TRAC-fEC.)  As for TRAC-fEC, Research charge-out rates are project-related and do not include any indirect costs related to Teaching or Education, or to Other activities not related to Research.

Some activities on FP7 research projects, such as project management, can be carried out by an academic, an academic-related member of staff or an administrator.  These staff are considered the equivalent to academic members of staff, and indirect cost charge-out rates are applied to the time they charge to the project.  This direct time is included in the denominator when the TRAC-fEC rates are next calculated.  This denominator would then apply to any rates calculated for any sponsors, including for the Research Councils.
	TRAC EC-FP7 11 November 2008 (1)

Section C-1 paras 9-12

Section C-1, para 31

Section C-1, page 32


	

	
	The two TRAC-fEC cost adjustments are excluded from TRAC EC-FP7 indirect costs.  When excluding these costs:

· the net infrastructure charge is excluded;

· the gross return for financing and investment is excluded; 

(I.e. interest costs are also excluded).

Historical cost depreciation is included for buildings and equipment, not depreciation on a current cost revaluation method.

Irrecoverable VAT is excluded as it is an identifiable indirect tax.  An indirect exclusion method can be used for this provided it is based on a fair and auditable method which can guarantee the reliability of the results.  Annex 2 of the TRAC EC-FP7 Guidance gives an example of an acceptable indirect exclusion method – its use would be noted on Form E.  VAT on overseas hotel bills and other disbursements are excluded from the indirect cost rates.

Irrecoverable duties are excluded (see CONS-12).
Any exchange rate gains or losses are excluded.

Charges made to a provision for enhanced pension payments are excluded, as it is a provision.  When the payments are actually made from the provision (to the pension scheme), these payments are included in indirect costs.

If an institution makes any other charges to a provision, these are excluded from the indirect costs for Research (e.g. restructuring, bad debts if separately provided for).  

The financing elements of the lease costs on buildings and other assets are excluded.
	Section C-1, page 33

Section C-1, page 37

March 2009 Update FAQ12 – now included in CONS-12
	Annex 2:  Example calculation of irrecoverable VAT.  See August 2009 Update No. 2 for some further points to note in this area.


	F.2
	Academic staff time

Academics, researchers and other staff, and PGR students, who work on a FP7 project complete monthly timesheets (or their equivalent).  These start to be prepared as soon as a FP7 project on which they are named or are likely to work on has been awarded (i.e. at negotiation stage, which may be before contract signature.)  However, if individual personnel rates are used, timesheets are only required from the beginning of the year that the individual works on the project.
Timesheets are completed during the project’s life, and up to the end of the institution’s financial year that falls after their work on any FP7 project has finished. 

The timesheets show the actual productive hours worked by that person as follows:

1(a), 1(b) etc: time on each Commission project, by activity (i.e. with reference to the relevant ’action’ or ‘work package’).  This includes management time specifically on this project that meets the EC criteria for this activity;

2: time on management and administration (the words ‘on a project’ have been deleted);

3: time on all other activities for the university (including Teaching and all other TRAC Support time);

4: total productive hours (a total of (1(a), 1(b) etc, 2 and 3 above);

5: time on vacation, sickness, jury leave, paternity/maternity leave.

These timesheets are used to charge hours to FP7 projects, and then to calculate the personnel costs and the indirect costs allocated to those projects.  The project timesheets are signed by the principal investigator and (where appropriate) their manager/supervisor.  

These time recording methods are in addition to the method used under annual TRAC where all academics contribute to a survey recording their time, by activity, for a whole year, every three years.  The annual TRAC method is used to calculate the part of the total indirect costs for Research to be included in the indirect cost rate calculation.
	TRAC EC-FP7 11 November 2008 (2)

Section C-1, paras 17-19; March 2009 Update FAQ10

March 2009 Update FAQ8

March 2009 Update FAQ9

March 2009 Update FAQ9
	March 2009 Update FAQ8; and August 2009 Update No. 2 section 5 -  explanation of why timesheets are needed before and beyond the duration of a project

A comparison of the TRAC EC-FP7 requirements for timesheets with TRAC fEC is given in the Annex of the October 2009 Update No. 3

	F.3
	 Use of actual staff time and costs

The costs of academics, as well as researchers, are charged to FP7 projects as a directly incurred cost.

The academics’ timesheets (or equivalent) give the hours that can be charged to the project.  These then determine the FTEs and the costs to which indirect rates are applied.  

The charge-out rate for each academic (their personnel charge-out rate) is based on either their actual salary or the average salary of the relevant pay band for them, whichever is the university’s standard practice in their TRAC-fEC system.

Where a personnel charge-out rate for a pay band or pay group is calculated, this is calculated from the real average of actual salaries being paid to individuals in that group.  However, the pay bands reflect a low level of deviation (highest to lowest) to ensure that the pay band average salary used for any one individual does not differ significantly from their actual salary costs.  The average personnel rates cannot be applied to projects before the CoM is approved.
Each personnel charge-out rate is recalculated separately for each year (this can be done annually or at the end of the life of the project).  This recalculation reflects, for each year:

a) the actual salary paid to that person (or group of individuals within the pay group) for that year (this forms the numerator, or top-line, of the personnel charge-out rate calculation);

b) the average productive hours for that individual or all individuals working on FP7 projects that are recorded during that year (this forms the denominator, or bottom-line, of the personnel charge-out calculation).

The above also relates to laboratory technicians working directly on a project.  Their time is recorded on timesheets, and relevant personnel charge-out rates applied to the relevant hours for the life of the project.  (All technicians working directly on a project are therefore categorised as directly incurred, not directly allocated.  However, the costs of infrastructure technicians are considered to be part of the suite of indirect cost rates – see below.)
	TRAC EC-FP7 11 November 2008 (3)

Section C-1, paras 20-24

March 2009 Update FAQ5

Section C-1, paras 25-28
	

	F.4
	Calculating the TRAC EC-FP7 indirect cost rates

(The term ‘indirect cost rates’ used here includes all of: indirect costs, estates costs, research infrastructure technicians.  This term does not include directly allocated ‘pool’ laboratory technicians – see above.  Research facilities are an indirect cost but are charged on use, not on personnel time.)

One of two methods can be used to charge indirect costs onto a project:  % of direct personnel costs, or £ per FTE.  Institutions choose between these two methods and then use the same method to recharge all of their indirect costs. Rates can be combined into a lab and non-lab rate (both incorporating indirect costs, estates, and infrastructure laboratory technicians).
If £ per FTE rates are used, then the rate is calculated as described in annual TRAC, however only including eligible costs.   FTEs include weighted  PGRs.
The alternative method is to apply indirect costs as a % of direct personnel costs.  This is the recommended approach as it is less onerous to calculate and apply than the £ per FTE method.  It is calculated as eligible indirect costs over direct personnel costs of Research for the institution (direct personnel costs of Research in all research sponsor categories including PGRs, institution/-own funded Research and external research projects; and covering both DI and DA personnel costs of academics, researchers, and other staff, and stipends for PGR students (not fees).

The laboratory estates and laboratory technician % rates, and the non-laboratory estates % rates, are calculated using the direct personnel costs for the relevant laboratory and non-laboratory departments, respectively, in the denominator.  The indirect cost rate is calculated using the sum of these two sets of department personnel costs in the denominator.
	TRAC EC-FP7 11 November 2008 (4)

Section C-1, page 32

August  2009 Update No. 2, section 8

August  2009 Update No. 2, section 8

March 2009 Update FAQ10
	

	F.5

F.5.1
	Applying actual indirect cost rates to actual time and costs

Indirect (and estates) costs

The indirect cost rates that are applied to staff time worked during each year of a project reflect the actual time worked on that project each year and the actual costs incurred each year.  These recalculations are carried out retrospectively and reflected in the project costings by the end of the project. 

a)  Costs

The actual costs for each year of the project are used to calculate the indirect cost rates that are applied to the project.  

The actual indirect cost rates will not be available for the last months of the project when the final cost statement on a project is prepared (because the institution’s financial statements or TRAC rates will not yet have been finalised).  For these months: 

· if £ per FTE rates are used then the latest actual rates that are available are used, indexed by the UK GDP expenditure deflator;  

· if % rates are used then the latest actual rates that are available are used (with no indexation).

This means that at the end of each project all costs are based on actual expenditure, not on estimate or forecast.  

b)  Time worked on the project

Where % indirect cost rates are used the relevant percentage rates are applied to the direct personnel costs of the project that were incurred for the relevant period.  These include PGR stipends (not fees) unweighted.
The £ per FTE method requires more complex calculations.  The time actually worked on each project by each staff member is converted to FTEs and the indirect cost rates per FTE (calculated using actual eligible costs only) are applied to this.  An example of the method that is used to calculate this is as follows:


	TRAC EC-FP7 11 November 2008 (5) 

Section C-1 page 35

March 2009 Update FAQ10 


	March 2009 Update FAQ7 – explanation of use of GDP deflator



	
	For each year of the project:

a) the actual indirect costs from annual TRAC, abated as defined in this Guidance, and the academic/researcher FTEs for the institution as a whole established in annual TRAC, is used to calculate actual indirect cost £ rates per FTE for that year (=A)

b) the full time equivalent of the total productive hours recorded by academics and researchers during the time they worked on the FP7 project is established for each year (=B)

c) the hours charged to the project by those staff is calculated as a percentage of total productive hours (=C)

d) this % (C) is multiplied by the FTE (B) to provide the number of FTEs to which the indirect cost rates for that year (C) should be applied.

A £ per FTE rate is not converted to a £ per hour rate by dividing by the standard number of hours used in TRAC-fEC (1650).  

PGR FTEs are weighted as per TRAC/fEC
	March 2009 Update FAQ10
	

	F.5.2
	Research facility rates

Policies on charging research facilities (as DI or DA or within estates) are the same as for TRAC/fEC.  Only historical cost depreciation can be included.  Rates should be recalculated and reapplied retrospectively to reflect actual costs.  Actual utilisation (for DI) or indirect methods of allocation for DA (similar to the estates rates methods) are used to apply DA facility rates to particular projects.
	March 2009 Update FAQ13
	August 2009 Update No. 2 discusses further the requirement to reflect only historical cost depreciation

	F.5.3
	Laboratory technician rates

Calculations for laboratory technicians’ rates remain the same as for TRAC/fEC.  DI rates reflect actual utilisation and actual cost.  DA rates (pool and infrastructure) are treated like estates rates.  They are recalculated and reapplied retrospectively to reflect actual costs, but indirect methods of allocation continue to be used to apply DA rates to particular projects, as per TRAC/fEC. 
	March 2009 Update FAQ14
	

	F.6
	Quality assurance and validation

The HEI commissions an independent audit that verifies the facts on the ‘independent report of factual findings on the methodology concerning a Grant Agreement financed under FP7’ (Certificate on the Methodology Form E).  An example of Form E part "Statements to be made by the Beneficiary and corresponding procedures to be carried out by the Auditor with examples on factual findings” is given in Annex 1 of the TRAC EC-FP7 Guidance – the exceptions to the requirements described under the auditors’ findings are an acceptable part of TRAC EC-FP7.

This audit can be carried out at any time during the Framework Programme, but can only be done after at least one project that is costed on a TRAC EC-FP7 basis is underway.

The UK’s preferred approach to the independent audit is for the university to commission a Quality Assurance and Validation audit (if not already commissioned by the Research Councils), and then add the audit of the specific TRAC EC-FP7 methods to this.  An example audit programme is given as Annex 3 of the TRAC EC-FP7 Guidance– shown in two parts.

If any issues arise during audit these need to be corrected or reflected in the CoM.

The FP7 audit requirements at a project level, i.e. for the Certificate on the Financial Statements, will be in addition to this.  However, in terms of the procedures for this Certificate that cover charge-out rates, the auditors will just need to satisfy themselves that the rates calculated from the (previously verified) TRAC EC-FP7 process have been correctly applied.
	TRAC EC-FP7 11 November 2008 (6)

Section C-1, paras 47-59 

March 2009 Update FAQ6

March 2009 Update FAQ4
	Annex 1: model example of Form E (22 December 2008 version)

Annex 3 (two parts): audit procedures

	F.7

F.7.1
	Application of TRAC EC-FP7

Eligibility criteria to be able to apply for a CoM are given in CONS-12.
	March 2009 Update FAQ1; August 2009 Update No.2 (section 1)
	

	F.7.2
	TRAC EC-FP7 can be used without applying for a CoM, but it is more cost-effective, and provides for reassurance, for an institution to apply for a CoM.
	March 2009 Update FAQ4
	

	F.7.3
	TRAC EC-FP7 must be used on at least one project before an application for a CoM is made.

However, the average personnel cost method can not be used before a CoM is approved.
	March 2009 Update FAQ3

March 2009 Update FAQ5
	

	F.7.4
	Once an institution has moved to TRAC EC-FP7 that method is used on all projects that are pre-contract stage.  It is not backdated to cover existing contracts, and they are not re-costed.
	March 2009 Update FAQ2; August 2009 Update No. 2 (section1)
	

	F.7.5
	Retrospective adjustments to a project’s Financial Statement are entered as a ‘prior period adjustment’.

Institutions with an approved CoM (covering both personnel and indirect costs) have a waiver from the obligation to provide an interim CFS.
	March 2009 Update FAQ15
	

	Other supporting material available in the TRAC Guidance
	Letter from European Commissioner, Science and Research DG, endorsing TRAC EC-FP7 (10 December 2008)

Confirmation that the flat rate is maintained at 60% from 1 January 2010; and the EC does not require UK HEIs to use a real indirect cost rate despite TRAC – August 2009 Update No. 2
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Appendix 1

The Statement of TRAC Requirements includes all additional documents previously listed at the back of the Statement of Requirements version 3.1 May 2010.  These are now embedded into, or linked to the table below.   All documents referred to as CONS-x are kept up-to-date, along with this Statement of Requirements.

	Reference

	Web Link or Embedded Document

Please click each link or icon to open the relevant document.
	Provides up to date Guidance in the following areas
	Main reference in the Statement of Requirements

	The original document in the TRAC Guidance on which the new CONS document is based.

(The documents listed below are not up to date.  Please refer to those in the first column instead for the latest requirements.)



	Statement of Requirements


	http://www.jcpsg.ac.uk/guidance/require/

	A comprehensive list of all the TRAC requirements.
	
	

	Updates to TRAC

	http://www.jcpsg.ac.uk/guidance/revisions/ 
	Reference to all Updates that are mentioned in the Statement of Requirements.

	
	

	Overview


	CONS-1 ‘Policy Overview’

	http://www.hefce.ac.uk/finance/fundinghe/trac/tdg/FSSGJuly2009.pdf

	A policy overview of the financial management information needs of higher education, and the role of TRAC:  The Transparent Approach to Costing.


	A.2.1
	Executive Summary (now superceded by the Policy Overview):

http://www.jcpsg.ac.uk/guidance/executive_summary.htm


	CONS-2 ‘Principals and Conventions’

	
[image: image1.emf]Microsoft Office  Word 97 - 2003 Document


‘Double click the icon above to open’.

	The principles and conventions on which TRAC is based.


	A.2.1
	Part II



	Annual Forms and Data



	CONS-3 ‘Annual TRAC Proforma’

	http://www.jcpsg.ac.uk/guidance/revisions/TRAC11wkb.pdf
Please note that an individualised return will be provided to each institution directly, the link above is an example template only.


	The annual return, updated in the autumn of each calendar year, covering annual TRAC and TRAC fEC (the rates for indirect costs etc).

Each institution actually completes and returns on an individualised return (available from the HEFCE extranet in the autumn of each calendar year).


	A


	Annex 16:  http://www.jcpsg.ac.uk/guidance/annexes.htm


	CONS-3a ‘Peer Groups’

	http://www.jcpsg.ac.uk/guidance/revisions/Peergroups11.pdf
 
	The TRAC and TRAC(T) data is benchmarked and peer group and sector results are provided to each institution.  

	A 

 E.8
	Annex  16: http://www.jcpsg.ac.uk/guidance/revisions/PeerGroups10.pdf

	CONS-4 ‘TRAC Income Allocation’
	http://www.jcpsg.ac.uk/guidance/revisions/Annex16incomeguidance_2011.xls
 
	Two worksheets in one excel workbook show:

(a) How each type of income is allocated to activities.

(b) How funding council grants are allocated to TRAC activities.

These are updated by the autumn of each year, to reflect current grants.


	B.7.4
	Annex 16:

http://www.jcpsg.ac.uk/guidance/annexes.htm

	CONS-5 ‘ Quartile Rates’


	http://www.hefce.ac.uk/finance/fundinghe/trac/rates/

	The Upper and Lower Quartile rates for use by all institutions to identify if they are outside the quartile rates, and why.  This is updated in April of each year.


	A.3.4

C.2.8
	http://www.hefce.ac.uk/finance/fundinghe/trac/rates/

	CONS-6 ‘Dispensation Rates’
	http://www.hefce.ac.uk/finance/fundinghe/trac/rates/

	The Dispensation rates for use by institutions with dispensation, now issued by RCUK each year in April.


	A.4
	http://www.hefce.ac.uk/finance/fundinghe/trac/rates/

	CONS-7 ‘Annual TRAC(T) Proforma’


	http://www.jcpsg.ac.uk/guidance/draft/appendix8.pdf
Please note that an individualised return will be provided to each institution directly, the link above is an example template only.
	The annual TRAC (T) return, for institutions in England, Scotland and Northern Ireland.  The form is updated before the end of each calendar year.  Each institution actually completes and returns an individualised return in which student numbers are pre-filled (this is available from the HEFCE extranet early each calendar year).

The TRAC(T) data is benchmarked and peer group and sector results are provided to each institution.  (See CONS-3a for a list of peer groups.)

	E.8
	Appendix 8 - http://www.jcpsg.ac.uk/guidance/draft/appendix8.pdf

	CONS-8 ‘TRAC(T) Non-Subject Related Proxies’
	http://www.jcpsg.ac.uk/guidance/2008/0910/appendix10.xls
 (HEFCE / DELNI)
http://www.jcpsg.ac.uk/guidance/2008/0910/Appendix122.xls
 (SFC)

	Two spreadsheets, each with two worksheets, listing:
· HEFCE funding allocated to HEIs to be used as a proxy for non-subject related costs and explanatory notes.  Updated in autumn each year.

· SFC funding, similarly.

	E.5


	Appendix 10:

http://www.jcpsg.ac.uk/guidance/2008/0910/appendix10.xls
Appendix 12-2:

http://www.jcpsg.ac.uk/guidance/2008/0910/Appendix122.xls


	CONS-9 ‘Cost Adjustments’


	
[image: image2.emf]Microsoft Office  Word 97 - 2003 Document


‘Double click the icon above to open’.
Please note that the templates CONS-9a and CONS-9b are embedded into CONS-9.


	Calculation of the RFI and infrastructure adjustments


	B.2
	Annex 15:

http://www.jcpsg.ac.uk/guidance/annexes.htm


	CONS-10 ‘Definitions’


	
[image: image3.emf]Microsoft Office  Word 97 - 2003 Document


‘Double click the icon above to open’.
	This document provides a comprehensive set of definitions.  It includes guidance on how allocations of the costs of some more detailed or complex activities or functions are to be made.

Standard definitions

Detailed guidance in specific areas:
· The allocation of some of the time of clinical academics
· Allocation of the costs of some specific areas
· The allocation of public income between regulated and non-regulated sources
· Definition of the EC research sponsor category 
· The RCUK ‘top-60’ list (research institutions)
· Changes in compliance

	B.1
	Annex 6: http://www.jcpsg.ac.uk/guidance/annexes.htm
Annex 10 page 20:

http://www.jcpsg.ac.uk/guidance/annexes.htm
Annex 14: http://www.jcpsg.ac.uk/guidance/annexes.htm
July 2006 Update: http://www.jcpsg.ac.uk/guidance/revisions/200607.doc
March 2009 Update: http://www.jcpsg.ac.uk/guidance/revisions/
http://www.rcuk.ac.uk/documents/documents/top60.pdf
April 2007 Update: 
http://www.jcpsg.ac.uk/guidance/revisions/TRAC_compliance_apr07.doc


	TRAC (T)


	CONS-11 ‘TRAC(T) Definitions and Funding Proxies’
	
[image: image4.emf]Microsoft Office  Word 97 - 2003 Document


‘Double click the icon above to open’.

	Definitions

Specific exemptions to applying the funding proxies


	E.1
E.5
	Appendix 3: http://www.jcpsg.ac.uk/guidance/draft/appendix3.doc
September 2007 Update, para 1.15: http://www.jcpsg.ac.uk/guidance/draft/TRACT0607.doc


	TRAC EC-FP7



	CONS-12 ‘TRAC EC-FP7 Additional Detail’
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‘Double click the icon above to open’.

	Advice on when institutions can apply for approval of a Certificate on the Methodology, its use, and treatment of irrecoverable duties.

	
	March 2009 Update: http://www.universitiesuk.ac.uk/PolicyAndResearch/PolicyAreas/Pages/research.aspx
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The Transparent Approach to Costing (TRAC)
Statement of Requirements 





The Cost Adjustments 






CONS-9

Issued by


The TRAC Development Group


Content and Status


This document forms part of the Statement of Requirements.  Compliance is mandatory for all higher education institutions in the UK.  This document CONS-9 will be kept up-to-date.

It should be read with the Statement of Requirements.  It is referred to specifically in point B.2 of the Statement of Requirements.

The word should is used in this document to indicate a mandatory requirement.


Despite the use of blue underline to refer to other documents, there are currently no automatic links in place from this document to other documents.  Hyperlinks and embedded documents can be accessed from Appendix 1 of the Statement of Requirements.

Source document


This document is based on relevant sections in Annex 15.

It has been given the reference ‘CONS-9 version 4.1’ to match with the Statement of Requirements (version 4.1 September 2011) in which it is referred.  However, there has not been a previous version of CONS-9.


Further information


For further information please contact the TRAC Support Unit on trachelpdesk@kpmg.co.uk or 0115 935 3400


The infrastructure adjustment 






The following steps should be carried out using the excel template (CONS-9a) embedded below for guidance:
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		1. Decide the level at which the adjustment is to be made.


The minimum to meet TRAC requirements is to calculate adjustments separately on the residential and non-residential estates, but otherwise these can be calculated for the institution as a whole. 





		2. Identify and exclude costs already included in the institution’s financial statements which are covered through the infrastructure adjustment.


These are:


i. elements of uncapitalised long-term maintenance costs which have in effect led to a replacement of the asset, significant improvement or updating of its efficiency/functionality - i.e. substantial accumulated dilapidations, new roof or re-cladding, or replacement of a boiler.


ii. the depreciation charge on buildings as stated in the financial statements


iii. elements of rents or lease payments paid by the institution on properties or assets where it pays for the long-term maintenance or refurbishment of the asset (this should exclude any service charge element).


These three types of cost should be deducted from TRAC costs as they are covered by the infrastructure adjustment.





		3. Ensure all other costs are left in the totals to be reported under TRAC.


The following, in particular, are not being covered by the infrastructure adjustment and should remain in institutional costs for allocating and reporting under TRAC:


i. service charges, recurrent maintenance, security cleaning


ii. rents or lease payments paid by the institution on properties or assets where the institution does not pay for the long-term maintenance or refurbishment of the asset


iii. uncapitalised long-term maintenance or significant repairs in the year being reported which in effect maintains the original level of efficiency and functionality - for example major repairs to a boiler which brings its efficiency back to a previous level


iv. purchases of furniture and equipment and other assets under capitalisation value


v. equipment depreciation as reported in the financial statements


vi. consumables.


These costs should be left in the institution’s accounts for attribution, along with all other costs.  They are to be included in institutions’ costs for reporting under TRAC.





		4. Obtain the insurance valuations for assets, that applied at the year-end of the year reported.


The IRVs returned to EMS should be used, separately for residential and non-residential estate.  All relevant assets in consolidated financial statements should be included, including those in subsidiary companies that are in the consolidated Balance Sheet.





		5. Calculate a new infrastructure charge for the assets.


a. take the total value of the assets for both residential and non-residential estate (but excluding land and equipment) that were subject to depreciation in the financial statements. Use a simple average of opening and closing asset balances (excluding land and equipment). Take the gross book value (i.e. do not deduct depreciation);


b. calculate the ratio between this gross book value, and the depreciation charge that had been calculated for the year;


c. apply this ratio to the insurance value for each of the non historic residential and non-residential estate to derive the gross infrastructure charges relating to non historic buildings for the year;

d. for historic buildings determine a depreciation rate in the range 0.33% -0.5% and apply this to the insurance value for historic buildings to derive the gross infrastructure charges relating to historic buildings for the year;


e. add together the gross infrastructure charge for non historic and historic buildings to give the total gross infrastructure charges for the year;

f. deduct depreciation and long-term maintenance leading to an increase in functionality from each gross infrastructure charge;


g. giving the net infrastructure charge for residential estate and, similarly, for non-residential estate.



		6.  Allocate the infrastructure adjustment to T, R and O


The allocations should be made as follows:


· allocate the residential estate costs (depreciation, long-term maintenance and net infrastructure charge on residential estate) to O (residences);


· allocate the non-residential estates costs (depreciation, long-term maintenance and net infrastructure charge on non-residential estate) to T, R and O (excluding residences), and to academic departments, on the basis of all other estates costs (excluding the RFI).





When making the calculation:


· only assets that are being or have been depreciated during the year should be included;

· the average of the gross book values for the beginning and end of the year could be used; or an annual average based on each month’s average book value (the latter approach may be preferred when a significant volume of assets have been added to the gross book value at the beginning or near the end of the year);

· the depreciation rate for historical buildings is based on 0.5%-0.33%;

· assets that are fully depreciated should be deducted from the gross book value before the depreciation rate is calculated;

· ensure that the depreciation figure (used to calculate the net infrastructure adjustment) agrees to the published financial statements, minus any impairment costs that form part of the depreciation costs as reported in the financial statements;


· assets that are insured but have not been subject to depreciation in the year, should be deducted from the IRV before the infrastructure adjustment is calculated; 


· where, exceptionally, no depreciation has been included in an institution’s financial statements, the notional depreciation total included in the notes to the accounts should be used to calculate the notional depreciation rate to apply to the insurance value. In these cases, the long-term maintenance spend would need to be scrutinised very carefully to exclude spend leading to replacement, and to avoid double-counting;


· no negative infrastructure adjustment should be applied (any institution which calculated this would instead show a zero net infrastructure adjustment);


· leased properties should be reviewed to ensure that any inclusion in insurance values does not lead to a double-counting of maintenance costs as the infrastructure adjustment is applied;


· for sale and leaseback schemes:


· if properties are in the depreciated asset balances they should be in the insurance value and they will form part of the infrastructure adjustment.  The rental payments are the equivalent of depreciation and should be deducted from the gross infrastructure charge.  If there is a financing charge this needs to be deducted from the RFI (but this is not relevant to the infrastructure adjustment calculation);


· if properties are not in the asset balances then they should be excluded from the IRV (if they were in there in the first case).  The rental payments should be left in as a cost (and not deducted from the infrastructure charge).


The Return for Financing and Investment

The following steps should be carried out using the excel template (CONS-9b) embedded below for guidance:
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		1. Calculate the RFI adjustment on assets


take the book value of tangible fixed assets at the end of the year and deduct deferred capital grants and the revaluation reserve


multiply this by 5.75%


deduct interest payable


to give the net RFI adjustment on assets






		2.  Calculate the RFI adjustment on expenditure


take the total costs per the financial statements after depreciation, before exceptional items, and before taxation and multiply this by 2.85% to give the gross RFI on expenditure.


deduct specific restructuring costs (including voluntary retirement schemes, redundancy programmes, pension fund top-ups to reflect early retirements) from the gross RFI on expenditure.  


to give the net RFI adjustment on expenditure






		3. Calculate the total RFI adjustment


this is made up of the net RFI adjustment on assets, and the net RFI adjustment on expenditure

no negative adjustment should be applied (any institution which calculated this would instead show a zero net RFI adjustment);






		4.  Allocate the RFI adjustments to T, R and O


this allocation should be made as follows:


a. Estates


estates costs include interest payable and the net RFI adjustment on assets


allocate the interest payable on residential estate to O (residences) and the interest payable on non-residential estate to T, R, O (excluding residences) and to academic departments based on all other estates costs (excluding the cost adjustments)


allocate the net RFI adjustment on assets to T, R, and O (excluding residences) and to academic departments based on all other estates costs (excluding the cost adjustments)


the part of this RFI adjustment that has been allocated to R should be included in the estates rates for Research.


b.  Indirect costs


indirect costs include restructuring costs and the RFI adjustment on expenditure


restructuring costs should not be considered a cost of only the department(s) in which they are incurred, but as a central cost borne by the whole institution.


allocate restructuring costs to T, R, O and to academic departments based on all other costs (excluding the cost adjustments)


allocate the RFI adjustment on expenditure to T, R, O and to academic departments on the basis of all other costs (excluding the cost adjustments)


the part of this RFI adjustment that has been allocated to R should be included in the indirect cost rate for Research.








Version 4.1    September 2011



infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 																																				3


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C			4





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																																				50.000			250.000						300.000			D





									E			Gross infrastructure charge																					C x D =			1.190			5.952						7.143





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						5


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.535						1.893			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.143


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.893																								0.357			1.535





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.8928571429												113.000												1.290			7.602








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						Where material, depreciation rate for historical buildings is based on 0.5%-0.33%.


									4						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															  alternatively be used.


									5						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C1			3


												Historic buildings rate (where applicable) 4																					Institution to select the rate												0.50%			C2





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																		Insurance value on non historic buildings																		50.000			250.000						300.000			D1


																		Insurance value on historic buildings																		0.000			20.000						20.000			D2





									E			Gross infrastructure charge												Non historic buildings									C1 x D1 =			1.190			5.952						7.143


																								Historic buildings									C2 x D2 =			0.000			0.100						0.100


																								Total Gross infrastructure charge																					7.243





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						5


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.635						1.993			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.243


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.993																								0.357			1.635





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.9928571429												113.000												1.290			7.702








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															alternatively be used.  The calculation also assumes that where the institution has historic buildings that are still subject to depreciation


															then these are depreciated on the same basis as all other buildings.  Where this not the case, the Gross Book Value figures in cells


															M13 and M14 should be amended to exclude the value of historic buildings.  The depreciation figure in cell O17 would also require 


															amendment in this case.  This will ensure that the calculated depreciation rate in cell O22 is not distorted by any values relating to historic 


															buildings, that are depreciated on a different basis to other buildings.


									4						Where material, depreciation rate for historical buildings is based on 0.5%-0.33%.  The institution should select the appropriate rate and


															enter it in cell O24.


									5						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










return for financing and invest


									CONS-9b (Previoulsy Annex 15)																					a negative number should be entered as a negative


									Worked example - Return for Financing and Investment (RFI) -  (v 4.1 September 2011)








									Calculation of Adjustment


																																	Year


																																	2010/11


																																	£m			£m





									Asset element


												Fixed assets - tangible assets - net bookvalue																					250.000


												less deferred capital grants																					-25.000


												less revaluation reserve																					-136.000


												adjusted fixed assets total																					89.000





												RFI percentage on adjusted fixed assets																					5.75%





												Gross RFI adjustment on fixed assets																		A						5.118





												Less interest payable


															on residential loans															B			-3.000


															on non-residential loans															C			-1.000


																																				-4.000








												Net RFI adjustment on fixed assets																		D						1.118








									Expenditure element


												Expenditure per consolidated financial statements,																					120.000


												excluding exceptional items, before taxation


												RFI percentage on expenditure																					2.85%





												Gross RFI adjustment on expenditure																		E						3.420





												less specific restructuring costs																		F						-2.500





												Net RFI adjustment on expenditure																		G						0.920			1									








									Total Net RFI adjustment																					H						2.038











									The net RFI should be added to the total costs of the institution																																							and allocated across T, R, O





																																	£m			£m												£m


												Total costs per financial statements


												  Interest						Residences												B			3.000															3.000						estates: to residences


																		Non-residential												C			1.000															1.000						estates: to T, R, O (excluding residences)


												  Restructuring																		F			2.500															2.500						indirect costs:  to T, R, O


												  All other costs																					113.500															113.500						per TRAC


												  Total costs per financial statements																								120.000





												Net RFI


												  Gross RFI on assets																		A			5.118


												  Less interest																		B+C			-4.000








												  Net RFI on assets																		D			1.118															1.118						estates:  to T, R, O (excluding residences)


												  Net RFI on expenditure																		G			0.920															0.920						indirect costs:  to T, R, O


												  Total net RFI																								2.038





												Transparency Review costs including RFI


												  (not yet including infrastructure adjustment)																								122.038												122.038








									1			The RFI adjstment on expenditure should never be negative.  If your calculation provides a negative RFI adjustment on expenditure, zero should 


												be included as the minimum amount.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C1			3


												Historic buildings rate (where applicable) 4																					Institution to select the rate												0.50%			C2





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																		Insurance value on non historic buildings																		50.000			250.000						300.000			D1


																		Insurance value on historic buildings																		0.000			20.000						20.000			D2





									E			Gross infrastructure charge												Non historic buildings									C1 x D1 =			1.190			5.952						7.143


																								Historic buildings									C2 x D2 =			0.000			0.100						0.100


																								Total Gross infrastructure charge																					7.243





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						5


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.635						1.993			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.243


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.993																								0.357			1.635





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.9928571429												113.000												1.290			7.702








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															alternatively be used.  The calculation also assumes that where the institution has historic buildings that are still subject to depreciation


															then these are depreciated on the same basis as all other buildings.  Where this not the case, the Gross Book Value figures in cells


															M13 and M14 should be amended to exclude the value of historic buildings.  The depreciation figure in cell O17 would also require 


															amendment in this case.  This will ensure that the calculated depreciation rate in cell O22 is not distorted by any values relating to historic 


															buildings, that are depreciated on a different basis to other buildings.


									4						Where material, depreciation rate for historical buildings is based on 0.5%-0.33%.  The institution should select the appropriate rate and


															enter it in cell O24.


									5						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C1			3


												Historic buildings rate (where applicable) 4																					Institution to select the rate												0.50%			C2





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																		Insurance value on non historic buildings																		50.000			250.000						300.000			D1


																		Insurance value on historic buildings																		0.000			20.000						20.000			D2





									E			Gross infrastructure charge												Non historic buildings									C1 x D1 =			1.190			5.952						7.143


																								Historic buildings									C2 x D2 =			0.000			0.100						0.100


																								Total Gross infrastructure charge																					7.243





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						5


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.635						1.993			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.243


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.993																								0.357			1.635





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.9928571429												113.000												1.290			7.702








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															alternatively be used.  The calculation also assumes that where the institution has historic buildings that are still subject to depreciation


															then these are depreciated on the same basis as all other buildings.  Where this not the case, the Gross Book Value figures in cells


															M13 and M14 should be amended to exclude the value of historic buildings.  The depreciation figure in cell O17 would also require 


															amendment in this case.  This will ensure that the calculated depreciation rate in cell O22 is not distorted by any values relating to historic 


															buildings, that are depreciated on a different basis to other buildings.


									4						Where material, depreciation rate for historical buildings is based on 0.5%-0.33%.  The institution should select the appropriate rate and


															enter it in cell O24.


									5						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










return for financing and invest


									CONS-9b (Previoulsy Annex 15)																					a negative number should be entered as a negative


									Worked example - Return for Financing and Investment (RFI) -  (v 4.1 September 2011)








									Calculation of Adjustment


																																	Year


																																	2010/11


																																	£m			£m





									Asset element


												Fixed assets - tangible assets - net bookvalue																					250.000


												less deferred capital grants																					-25.000


												less revaluation reserve																					-136.000


												adjusted fixed assets total																					89.000





												RFI percentage on adjusted fixed assets																					5.75%





												Gross RFI adjustment on fixed assets																		A						5.118





												Less interest payable


															on residential loans															B			-3.000


															on non-residential loans															C			-1.000


																																				-4.000








												Net RFI adjustment on fixed assets																		D						1.118








									Expenditure element


												Expenditure per consolidated financial statements,																					120.000


												excluding exceptional items, before taxation


												RFI percentage on expenditure																					2.85%





												Gross RFI adjustment on expenditure																		E						3.420





												less specific restructuring costs																		F						-2.500





												Net RFI adjustment on expenditure																		G						0.920			1									








									Total Net RFI adjustment																					H						2.038











									The net RFI should be added to the total costs of the institution																																							and allocated across T, R, O





																																	£m			£m												£m


												Total costs per financial statements


												  Interest						Residences												B			3.000															3.000						estates: to residences


																		Non-residential												C			1.000															1.000						estates: to T, R, O (excluding residences)


												  Restructuring																		F			2.500															2.500						indirect costs:  to T, R, O


												  All other costs																					113.500															113.500						per TRAC


												  Total costs per financial statements																								120.000





												Net RFI


												  Gross RFI on assets																		A			5.118


												  Less interest																		B+C			-4.000








												  Net RFI on assets																		D			1.118															1.118						estates:  to T, R, O (excluding residences)


												  Net RFI on expenditure																		G			0.920															0.920						indirect costs:  to T, R, O


												  Total net RFI																								2.038





												Transparency Review costs including RFI


												  (not yet including infrastructure adjustment)																								122.038												122.038








									1			The RFI adjstment on expenditure should never be negative.  If your calculation provides a negative RFI adjustment on expenditure, zero should 


												be included as the minimum amount.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C1			3


												Historic buildings rate (where applicable) 4																					Institution to select the rate												0.50%			C2





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																		Insurance value on non historic buildings																		50.000			250.000						300.000			D1


																		Insurance value on historic buildings																		0.000			20.000						20.000			D2





									E			Gross infrastructure charge												Non historic buildings									C1 x D1 =			1.190			5.952						7.143


																								Historic buildings									C2 x D2 =			0.000			0.100						0.100


																								Total Gross infrastructure charge																					7.243





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						5


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.635						1.993			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.243


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.993																								0.357			1.635





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.9928571429												113.000												1.290			7.702








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															alternatively be used.  The calculation also assumes that where the institution has historic buildings that are still subject to depreciation


															then these are depreciated on the same basis as all other buildings.  Where this not the case, the Gross Book Value figures in cells


															M13 and M14 should be amended to exclude the value of historic buildings.  The depreciation figure in cell O17 would also require 


															amendment in this case.  This will ensure that the calculated depreciation rate in cell O22 is not distorted by any values relating to historic 


															buildings, that are depreciated on a different basis to other buildings.


									4						Where material, depreciation rate for historical buildings is based on 0.5%-0.33%.  The institution should select the appropriate rate and


															enter it in cell O24.


									5						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C1			3


												Historic buildings rate (where applicable) 4																					Institution to select the rate												0.50%			C2





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																		Insurance value on non historic buildings																		50.000			250.000						300.000			D1


																		Insurance value on historic buildings																		0.000			20.000						20.000			D2





									E			Gross infrastructure charge												Non historic buildings									C1 x D1 =			1.190			5.952						7.143


																								Historic buildings									C2 x D2 =			0.000			0.100						0.100


																								Total Gross infrastructure charge																					7.243





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						5


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.635						1.993			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.243


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.993																								0.357			1.635





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.9928571429												113.000												1.290			7.702








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															alternatively be used.  The calculation also assumes that where the institution has historic buildings that are still subject to depreciation


															then these are depreciated on the same basis as all other buildings.  Where this not the case, the Gross Book Value figures in cells


															M13 and M14 should be amended to exclude the value of historic buildings.  The depreciation figure in cell O17 would also require 


															amendment in this case.  This will ensure that the calculated depreciation rate in cell O22 is not distorted by any values relating to historic 


															buildings, that are depreciated on a different basis to other buildings.


									4						Where material, depreciation rate for historical buildings is based on 0.5%-0.33%.  The institution should select the appropriate rate and


															enter it in cell O24.


									5						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










return for financing and invest


									CONS-9b (Previoulsy Annex 15)																					a negative number should be entered as a negative


									Worked example - Return for Financing and Investment (RFI) -  (v 4.1 September 2011)








									Calculation of Adjustment


																																	Year


																																	2010/11


																																	£m			£m





									Asset element


												Fixed assets - tangible assets - net bookvalue																					250.000


												less deferred capital grants																					-25.000


												less revaluation reserve																					-136.000


												adjusted fixed assets total																					89.000





												RFI percentage on adjusted fixed assets																					5.75%





												Gross RFI adjustment on fixed assets																		A						5.118





												Less interest payable


															on residential loans															B			-3.000


															on non-residential loans															C			-1.000


																																				-4.000








												Net RFI adjustment on fixed assets																		D						1.118








									Expenditure element


												Expenditure per consolidated financial statements,																					120.000


												excluding exceptional items, before taxation


												RFI percentage on expenditure																					2.85%





												Gross RFI adjustment on expenditure																		E						3.420





												less specific restructuring costs																		F						-2.500





												Net RFI adjustment on expenditure																		G						0.920			1									








									Total Net RFI adjustment																					H						2.038











									The net RFI should be added to the total costs of the institution																																							and allocated across T, R, O





																																	£m			£m												£m


												Total costs per financial statements


												  Interest						Residences												B			3.000															3.000						estates: to residences


																		Non-residential												C			1.000															1.000						estates: to T, R, O (excluding residences)


												  Restructuring																		F			2.500															2.500						indirect costs:  to T, R, O


												  All other costs																					113.500															113.500						per TRAC


												  Total costs per financial statements																								120.000





												Net RFI


												  Gross RFI on assets																		A			5.118


												  Less interest																		B+C			-4.000








												  Net RFI on assets																		D			1.118															1.118						estates:  to T, R, O (excluding residences)


												  Net RFI on expenditure																		G			0.920															0.920						indirect costs:  to T, R, O


												  Total net RFI																								2.038





												Transparency Review costs including RFI


												  (not yet including infrastructure adjustment)																								122.038												122.038








									1			The RFI adjstment on expenditure should never be negative.  If your calculation provides a negative RFI adjustment on expenditure, zero should 


												be included as the minimum amount.










return for financing and invest


									CONS-9b (Previoulsy Annex 15)																					a negative number should be entered as a negative


									Worked example - Return for Financing and Investment (RFI) -  (v 4.1 September 2011)








									Calculation of Adjustment


																																	Year


																																	2010/11


																																	£m			£m





									Asset element


												Fixed assets - tangible assets - net bookvalue																					250.000


												less deferred capital grants																					-25.000


												less revaluation reserve																					-136.000


												adjusted fixed assets total																					89.000





												RFI percentage on adjusted fixed assets																					5.75%





												Gross RFI adjustment on fixed assets																		A						5.118





												Less interest payable


															on residential loans															B			-3.000


															on non-residential loans															C			-1.000


																																				-4.000








												Net RFI adjustment on fixed assets																		D						1.118








									Expenditure element


												Expenditure per consolidated financial statements,																					120.000


												excluding exceptional items, before taxation


												RFI percentage on expenditure																					2.85%





												Gross RFI adjustment on expenditure																		E						3.420





												less specific restructuring costs																		F						-2.500





												Net RFI adjustment on expenditure																		G						0.920			1									








									Total Net RFI adjustment																					H						2.038











									The net RFI should be added to the total costs of the institution																																							and allocated across T, R, O





																																	£m			£m												£m


												Total costs per financial statements


												  Interest						Residences												B			3.000															3.000						estates: to residences


																		Non-residential												C			1.000															1.000						estates: to T, R, O (excluding residences)


												  Restructuring																		F			2.500															2.500						indirect costs:  to T, R, O


												  All other costs																					113.500															113.500						per TRAC


												  Total costs per financial statements																								120.000





												Net RFI


												  Gross RFI on assets																		A			5.118


												  Less interest																		B+C			-4.000








												  Net RFI on assets																		D			1.118															1.118						estates:  to T, R, O (excluding residences)


												  Net RFI on expenditure																		G			0.920															0.920						indirect costs:  to T, R, O


												  Total net RFI																								2.038





												Transparency Review costs including RFI


												  (not yet including infrastructure adjustment)																								122.038												122.038








									1			The RFI adjstment on expenditure should never be negative.  If your calculation provides a negative RFI adjustment on expenditure, zero should 


												be included as the minimum amount.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C1			3


												Historic buildings rate (where applicable) 4																					Institution to select the rate												0.50%			C2





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																		Insurance value on non historic buildings																		50.000			250.000						300.000			D1


																		Insurance value on historic buildings																		0.000			20.000						20.000			D2





									E			Gross infrastructure charge												Non historic buildings									C1 x D1 =			1.190			5.952						7.143


																								Historic buildings									C2 x D2 =			0.000			0.100						0.100


																								Total Gross infrastructure charge																					7.243





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						5


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.635						1.993			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.243


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.993																								0.357			1.635





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.9928571429												113.000												1.290			7.702








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															alternatively be used.  The calculation also assumes that where the institution has historic buildings that are still subject to depreciation


															then these are depreciated on the same basis as all other buildings.  Where this not the case, the Gross Book Value figures in cells


															M13 and M14 should be amended to exclude the value of historic buildings.  The depreciation figure in cell O17 would also require 


															amendment in this case.  This will ensure that the calculated depreciation rate in cell O22 is not distorted by any values relating to historic 


															buildings, that are depreciated on a different basis to other buildings.


									4						Where material, depreciation rate for historical buildings is based on 0.5%-0.33%.  The institution should select the appropriate rate and


															enter it in cell O24.


									5						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










return for financing and invest


									CONS-9b (Previoulsy Annex 15)																					a negative number should be entered as a negative


									Worked example - Return for Financing and Investment (RFI) -  (v 4.1 September 2011)








									Calculation of Adjustment


																																	Year


																																	2010/11


																																	£m			£m





									Asset element


												Fixed assets - tangible assets - net bookvalue																					250.000


												less deferred capital grants																					-25.000


												less revaluation reserve																					-136.000


												adjusted fixed assets total																					89.000





												RFI percentage on adjusted fixed assets																					5.75%





												Gross RFI adjustment on fixed assets																		A						5.118





												Less interest payable


															on residential loans															B			-3.000


															on non-residential loans															C			-1.000


																																				-4.000








												Net RFI adjustment on fixed assets																		D						1.118








									Expenditure element


												Expenditure per consolidated financial statements,																					120.000


												excluding exceptional items, before taxation


												RFI percentage on expenditure																					2.85%





												Gross RFI adjustment on expenditure																		E						3.420





												less specific restructuring costs																		F						-2.500





												Net RFI adjustment on expenditure																		G						0.920			1									








									Total Net RFI adjustment																					H						2.038











									The net RFI should be added to the total costs of the institution																																							and allocated across T, R, O





																																	£m			£m												£m


												Total costs per financial statements


												  Interest						Residences												B			3.000															3.000						estates: to residences


																		Non-residential												C			1.000															1.000						estates: to T, R, O (excluding residences)


												  Restructuring																		F			2.500															2.500						indirect costs:  to T, R, O


												  All other costs																					113.500															113.500						per TRAC


												  Total costs per financial statements																								120.000





												Net RFI


												  Gross RFI on assets																		A			5.118


												  Less interest																		B+C			-4.000








												  Net RFI on assets																		D			1.118															1.118						estates:  to T, R, O (excluding residences)


												  RFI on expenditure																		G			0.920															0.920						indirect costs:  to T, R, O


												  Total net RFI																								2.038





												Transparency Review costs including RFI


												  (not yet including infrastructure adjustment)																								122.038												122.038








									1			The RFI adjstment on expenditure should never be negative.  If your calculation provides a negative RFI adjustment on expenditure, zero should 


												be included as the minimum amount.










return for financing and invest


									CONS-9b (Previoulsy Annex 15)																					a negative number should be entered as a negative


									Worked example - Return for Financing and Investment (RFI) -  (v 4.1 September 2011)








									Calculation of Adjustment


																																	Year


																																	2010/11


																																	£m			£m





									Asset element


												Fixed assets - tangible assets - net bookvalue																					250.000


												less deferred capital grants																					-25.000


												less revaluation reserve																					-136.000


												adjusted fixed assets total																					89.000





												RFI percentage on adjusted fixed assets																					5.75%





												Gross RFI adjustment on fixed assets																		A						5.118





												Less interest payable


															on residential loans															B			-3.000


															on non-residential loans															C			-1.000


																																				-4.000








												Net RFI adjustment on fixed assets																		D						1.118








									Expenditure element


												Expenditure per consolidated financial statements,																					120.000


												excluding exceptional items, before taxation


												RFI percentage on expenditure																					2.85%





												Gross RFI adjustment on expenditure																		E						3.420





												less specific restructuring costs																		F						-2.500





												Net RFI adjustment on expenditure																		G						0.920			1									








									Total Net RFI adjustment																					H						2.038











									The net RFI should be added to the total costs of the institution																																							and allocated across T, R, O





																																	£m			£m												£m


												Total costs per financial statements


												  Interest						Residences												B			3.000															3.000						estates: to residences


																		Non-residential												C			1.000															1.000						estates: to T, R, O (excluding residences)


												  Restructuring																		F			2.500															2.500						indirect costs:  to T, R, O


												  All other costs																					113.500															113.500						per TRAC


												  Total costs per financial statements																								120.000





												Net RFI


												  Gross RFI on assets																		A			5.118


												  Less interest																		B+C			-4.000








												  Net RFI on assets																		D			1.118															1.118						estates:  to T, R, O (excluding residences)


												  RFI on expenditure																		G			0.920															0.920						indirect costs:  to T, R, O


												  Total net RFI																								2.038





												Transparency Review costs including RFI


												  (not yet including infrastructure adjustment)																								122.038												122.038








									1			The RFI adjstment on expenditure should never be negative.  If your calculation provides a negative RFI adjustment on expenditure, zero should 


												be included as the minimum amount.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C1			3


												Historic buildings rate (where applicable) 4																					Institution to select the rate												0.50%			C2





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																		Insurance value on non historic buildings																		50.000			250.000						300.000			D1


																		Insurance value on historic buildings																		0.000			20.000						20.000			D2





									E			Gross infrastructure charge												Non historic buildings									C1 x D1 =			1.190			5.952						7.143


																								Historic buildings									C2 x D2 =			0.000			0.100						0.100


																								Total Gross infrastructure charge																					7.243





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						5


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.635						1.993			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.243


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.993																								0.357			1.635





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.9928571429												113.000												1.290			7.702








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															alternatively be used.  The calculation also assumes that where the institution has historic buildings that are still subject to depreciation


															then these are depreciated on the same basis as all other buildings.  Where this not the case, the Gross Book Value figures in cells


															M13 and M14 should be amended to exclude the value of historic buildings.  The depreciation figure in cell O17 would also require 


															amendment in this case.  This will ensure that the calculated depreciation rate in cell O22 is not distorted by any values relating to historic 


															buildings, that are depreciated on a different basis to other buildings.


									4						Where material, depreciation rate for historical buildings is based on 0.5%-0.33%.  The institution should select the appropriate rate and


															enter it in cell O24.


									5						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C1			3


												Historic buildings rate (where applicable) 4																					Institution to select the rate												0.50%			C2





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																		Insurance value on non historic buildings																		50.000			250.000						300.000			D1


																		Insurance value on historic buildings																		0.000			20.000						20.000			D2





									E			Gross infrastructure charge												Non historic buildings									C1 x D1 =			1.190			5.952						7.143


																								Historic buildings									C2 x D2 =			0.000			0.100						0.100


																								Total Gross infrastructure charge																					7.243





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						5


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.635						1.993			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.243


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.993																								0.357			1.635





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.9928571429												113.000												1.290			7.702








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															alternatively be used.  The calculation also assumes that where the institution has historic buildings that are still subject to depreciation


															then these are depreciated on the same basis as all other buildings.  Where this not the case, the Gross Book Value figures in cells


															M13 and M14 should be amended to exclude the value of historic buildings.  The depreciation figure in cell O17 would also require 


															amendment in this case.  This will ensure that the calculated depreciation rate in cell O22 is not distorted by any values relating to historic 


															buildings, that are depreciated on a different basis to other buildings.


									4						Where material, depreciation rate for historical buildings is based on 0.5%-0.33%.  The institution should select the appropriate rate and


															enter it in cell O24.


									5						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.



















infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C1			3


												Historic buildings rate (where applicable) 4																					Institution to select the rate												0.50%			C2





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																		Insurance value on non historic buildings																		50.000			250.000						300.000			D1


																		Insurance value on historic buildings																		0.000			20.000						20.000			D2





									E			Gross infrastructure charge												Non historic buildings									C1 x D1 =			1.190			5.952						7.143


																								Historic buildings									C2 x D2 =			0.000			0.100						0.100


																								Total Gross infrastructure charge																					7.243





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						5


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.635						1.993			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.243


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.993																								0.357			1.635





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.9928571429												113.000												1.290			7.702








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															alternatively be used.  The calculation also assumes that where the institution has historic buildings that are still subject to depreciation


															then these are depreciated on the same basis as all other buildings.  Where this not the case, the Gross Book Value figures in cells


															M13 and M14 should be amended to exclude the value of historic buildings.  The depreciation figure in cell O17 would also require 


															amendment in this case.  This will ensure that the calculated depreciation rate in cell O22 is not distorted by any values relating to historic 


															buildings, that are depreciated on a different basis to other buildings.


									4						Where material, depreciation rate for historical buildings is based on 0.5%-0.33%.  The institution should select the appropriate rate and


															enter it in cell O24.


									5						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










return for financing and invest


									CONS-9b (Previoulsy Annex 15)																					a negative number should be entered as a negative


									Worked example - Return for Financing and Investment (RFI) -  (v 4.1 September 2011)








									Calculation of Adjustment


																																	Year


																																	2010/11


																																	£m			£m





									Asset element


												Fixed assets - tangible assets - net bookvalue																					250.000


												less deferred capital grants																					-25.000


												less revaluation reserve																					-136.000


												adjusted fixed assets total																					89.000





												RFI percentage on adjusted fixed assets																					5.75%





												Gross RFI adjustment on fixed assets																		A						5.118





												Less interest payable


															on residential loans															B			-3.000


															on non-residential loans															C			-1.000


																																				-4.000








												Net RFI adjustment on fixed assets																		D						1.118








									Expenditure element


												Expenditure per consolidated financial statements,																					120.000


												excluding exceptional items, before taxation


												RFI percentage on expenditure																					2.85%





												Gross RFI adjustment on expenditure																		E						3.420





												less specific restructuring costs																		F						-2.500





												Net RFI adjustment on expenditure																		G						0.920			1									








									Total Net RFI adjustment																					H						2.038











									The net RFI should be added to the total costs of the institution																																							and allocated across T, R, O





																																	£m			£m												£m


												Total costs per financial statements


												  Interest						Residences												B			3.000															3.000						estates: to residences


																		Non-residential												C			1.000															1.000						estates: to T, R, O (excluding residences)


												  Restructuring																		F			2.500															2.500						indirect costs:  to T, R, O


												  All other costs																					113.500															113.500						per TRAC


												  Total costs per financial statements																								120.000





												Net RFI


												  Gross RFI on assets																		A			5.118


												  Less interest																		B+C			-4.000








												  Net RFI on assets																		D			1.118															1.118						estates:  to T, R, O (excluding residences)


												  RFI on expenditure																		G			0.920															0.920						indirect costs:  to T, R, O


												  Total net RFI																								2.038





												Transparency Review costs including RFI


												  (not yet including infrastructure adjustment)																								122.038												122.038








									1			The RFI adjstment on expenditure should never be negative.  If your calculation provides a negative RFI adjustment on expenditure, zero should 


												be included as the minimum amount.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C			3





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																																				50.000			250.000						300.000			D





									E			Gross infrastructure charge																					C x D =			1.190			5.952						7.143





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						4


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.535						1.893			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.143


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.893																								0.357			1.535





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.8928571429												113.000												1.290			7.602








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															  alternatively be used.


									4						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 																																				3


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C			4





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																																				50.000			250.000						300.000			D





									E			Gross infrastructure charge																					C x D =			1.190			5.952						7.143





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						5


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.535						1.893			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.143


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.893																								0.357			1.535





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.8928571429												113.000												1.290			7.602








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						Where material, depreciation rate for historical buildings is based on 0.5%-0.33%.


									4						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															  alternatively be used.


									5						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment (v 4.1 September 2011)








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 																																				3


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C			4





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																																				50.000			250.000						300.000			D





									E			Gross infrastructure charge																					C x D =			1.190			5.952						7.143





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						5


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.535						1.893			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.143


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.893																								0.357			1.535





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.8928571429												113.000												1.290			7.602








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						Where material, depreciation rate for historical buildings is based on 0.5%-0.33%.


									4						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															  alternatively be used.


									5						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










return for financing and invest


									CONS-9b (Previoulsy Annex 15)																					a negative number should be entered as a negative


									Worked example - Return for Financing and Investment (RFI) -  (v 4.1 September 2011)








									Calculation of Adjustment


																																	Year


																																	2010/11


																																	£m			£m





									Asset element


												Fixed assets - tangible assets - net bookvalue																					250.000


												less deferred capital grants																					-25.000


												less revaluation reserve																					-136.000


												adjusted fixed assets total																					89.000





												RFI percentage on adjusted fixed assets																					5.75%





												Gross RFI adjustment on fixed assets																		A						5.118





												Less interest payable


															on residential loans															B			-3.000


															on non-residential loans															C			-1.000


																																				-4.000








												Net RFI adjustment on fixed assets																		D						1.118








									Expenditure element


												Expenditure per consolidated financial statements,																					120.000


												excluding exceptional items, before taxation


												RFI percentage on expenditure																					2.85%





												Gross RFI adjustment on expenditure																		E						3.420





												less specific restructuring costs																		F						-2.500





												Net RFI adjustment on expenditure																		G						0.920			1									








									Total Net RFI adjustment																					H						2.038











									The net RFI should be added to the total costs of the institution																																							and allocated across T, R, O





																																	£m			£m												£m


												Total costs per financial statements


												  Interest						Residences												B			3.000															3.000						estates: to residences


																		Non-residential												C			1.000															1.000						estates: to T, R, O (excluding residences)


												  Restructuring																		F			2.500															2.500						indirect costs:  to T, R, O


												  All other costs																					113.500															113.500						per TRAC


												  Total costs per financial statements																								120.000





												Net RFI


												  Gross RFI on assets																		A			5.118


												  Less interest																		B+C			-4.000








												  Net RFI on assets																		D			1.118															1.118						estates:  to T, R, O (excluding residences)


												  RFI on expenditure																		G			0.920															0.920						indirect costs:  to T, R, O


												  Total net RFI																								2.038





												Transparency Review costs including RFI


												  (not yet including infrastructure adjustment)																								122.038												122.038








									1			The RFI adjstment on expenditure should never be negative.  If your calculation provides a negative RFI adjustment on expenditure, zero should 


												be included as the minimum amount.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C			3





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																																				50.000			250.000						300.000			D





									E			Gross infrastructure charge																					C x D =			1.190			5.952						7.143





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						4


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.535						1.893			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.143


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.893																								0.357			1.535





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.8928571429												113.000												1.290			7.602








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															  alternatively be used.


									4						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










infrastructure adjustment v4.1


									CONS-9a (previously Annex 15)																					a negative number should be entered as a negative


									Worked example - Infrastructure adjustment








									Calculation of Adjustment


																																							£m						£m





																																				Year





									A			Gross book value of assets (i.e. before deduction of 


															accumulated depreciation) as reported in the financial 


															statements, for buildings (everything except equipment)																					2009-10			200.000


															including business parks, residences etc, irrespective of																					2010-11			220.000


															funding																					Average									210.000			A			1





									B			Depreciation for 2010-11 for buildings, reported in financial 																																	5.000			B			2


									 						statements, less any amounts included relating to impairment. 


															With the exception for impairement,  this is calculated on the 


															same assets as those reported under (A).





									C			Calculated depreciation rate																											B/A =						2.4%			C			3





									D			Insurance value on buildings as reported within EMS																								residential			non-residential





																																				50.000			250.000						300.000			D





									E			Gross infrastructure charge																					C x D =			1.190			5.952						7.143





												less depreciation																					B			-0.833			-4.167						-5.000





												less any long-term maintenance leading to a significant																								0.000			-0.250						-0.250						4


															upgrade in functionality





									F			Net infrastructure charge																								0.357			1.535						1.893			F











									The net infrastructure charge should be added to the total costs of the institution																																										and allocated across T, R, O


																																													per TRAC methods 												as part of residential estates costs -  to O (residences)			as part of non-residential estates costs -  to T, R, O (excl residences)


																														£m			£m												£m												£m			£m


									Total costs per financial statements


									  Depreciation on buildings																		B			5.000																											0.833			4.167


									  Long-term maintenance3																					2.000																											0.100			1.900


									  All other costs																					113.000															113.000


									  Total costs per financial statements																								120.000





									Net infrastructure adjustment


									  Gross infrastructure adjustment																		F			7.143


									  less depreciation																					-5.000


									  less relevant long-term maintenance																					-0.250


									  Net infrastructure adjustment																								1.893																								0.357			1.535





									Transparency Review costs including infrastructure


									   adjustment (not yet including RFI adjustment)																								121.8928571429												113.000												1.290			7.602








									Notes


									1						If the institution used replacement valuations in its balance sheet, this figure would be nearer the insured value, and the infrastructure


															  adjustment would be low or zero.


									2						In some cases institutions have included costs relating to impairment in the depreciation figure, disclosed in the income and expenditure


															statement.  The costs relating to impairment should be seperately identified and removed from the depreciation figure used in the 


															calculation of the impairment adjustment.


									3						This is based on a simple average of opening and closing asset balances.  An annual average based on monthly averages could


															  alternatively be used.


									4						The total spend of £2.000m was spend on residential estate (£100k) and non-residential estate (£1.900m).  However, only £250k of the 


															  non-residential spend has been estimated as leading to a significant upgrade in functionality.










return for financing and invest


									CONS-9b (Previoulsy Annex 15)																					a negative number should be entered as a negative


									Worked example - Return for Financing and Investment (RFI) - September 2011 Update








									Calculation of Adjustment


																																	Year


																																	2010/11


																																	£m			£m





									Asset element


												Fixed assets - tangible assets - net bookvalue																					250.000


												less deferred capital grants																					-25.000


												less revaluation reserve																					-136.000


												adjusted fixed assets total																					89.000





												RFI percentage on adjusted fixed assets																					5.75%





												Gross RFI adjustment on fixed assets																		A						5.118





												Less interest payable


															on residential loans															B			-3.000


															on non-residential loans															C			-1.000


																																				-4.000








												Net RFI adjustment on fixed assets																		D						1.118








									Expenditure element


												Expenditure per consolidated financial statements,																					120.000


												excluding exceptional items, before taxation


												RFI percentage on expenditure																					2.85%





												Gross RFI adjustment on expenditure																		E						3.420





												less specific restructuring costs																		F						-2.500





												Net RFI adjustment on expenditure																		G						0.920			1									








									Total Net RFI adjustment																					H						2.038











									The net RFI should be added to the total costs of the institution																																							and allocated across T, R, O





																																	£m			£m												£m


												Total costs per financial statements


												  Interest						Residences												B			3.000															3.000						estates: to residences


																		Non-residential												C			1.000															1.000						estates: to T, R, O (excluding residences)


												  Restructuring																		F			2.500															2.500						indirect costs:  to T, R, O


												  All other costs																					113.500															113.500						per TRAC


												  Total costs per financial statements																								120.000





												Net RFI


												  Gross RFI on assets																		A			5.118


												  Less interest																		B+C			-4.000








												  Net RFI on assets																		D			1.118															1.118						estates:  to T, R, O (excluding residences)


												  RFI on expenditure																		G			0.920															0.920						indirect costs:  to T, R, O


												  Total net RFI																								2.038





												Transparency Review costs including RFI


												  (not yet including infrastructure adjustment)																								122.038												122.038








									1			The RFI adjstment on expenditure should never be negative.  If your calculation provides a negative RFI adjustment on expenditure, zero should 


												be included as the minimum amount.
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Content and Status


This document forms part of the Statement of Requirements.  Compliance is mandatory for all higher education institutions in the UK.  This document CONS-11 will be kept up-to-date.

It should be read with the Statement of Requirements.  It is referred to specifically in Section E of the Statement of Requirements.

Despite the use of blue underline to refer to other documents, there are currently no automatic links in place from this document to these other documents.  Hyperlinks and embedded documents can be accessed from Appendix 1 of the Statement of Requirements.

This document provides:

a) Definitions used in TRAC (T);

b) Guidance on allocations in some specific areas.


Source document


Part (a) of this document is mainly based on Appendix 3 (Definitions) in the TRAC (T) Guidance, originally issued in September 2006.  Definitions in the original Appendix 3 that are not included here have either been included in Section E of the Statement of Requirements, or are not part of the minimum requirements.

The sources of the original Guidance on allocations in some specific areas (section (b) of this document) are given under each heading.

This document has been given the reference ‘CONS-11 version 4.1’ to match with the Statement of Requirements (version 4.1 September 2011) in which it is referred.  However, there has not been a previous version of CONS-11.


Further information


For further information please contact the TRAC Support Unit on trachelpdesk@kpmg.co.uk or 0115 935 3400


(a)  TRAC (T) Definitions 






		Bursaries

		Payments made or fee exemptions granted to taught students, comprising bursaries, scholarships, fee remissions and hardship funding, provided for whatever reason and recorded in an HEI’s income and expenditure account.  The costs of administering these payments are not included.



		Department

		As defined in CONS-10 i.e. an academic management unit.  The costs of departments are assumed to include an allocation of central service costs, estates costs and cost adjustments unless the context clearly says otherwise.  This management unit might actually be a department, faculty, school, group of departments with similar patterns of activities, institutional cost centre, subject area, or ‘intermediary operating centre’.  Depending on the costs being allocated, it might include research units or trading units.



		Differential costs

		See non-subject related costs



		DoH

		Department of Health.



		Employer engagement

		One of the provision-related factors within non-subject related activities e.g. work-based learning. The differential costs arising from this activity are currently left in subject-related costs when calculating Subject-FACTS.



		Fit for purpose

		This term is only used in the context of informing a Funding Council’s Teaching Funding Method.  Where institutions meet the minimum requirements their data is fit for the purpose of informing a Funding Council’s Teaching Funding Method.  This is not the same as robust.



		Flexible learning

		One of the provision-related factors within non-subject related activities e.g. e-learning, distance-learning, lifelong learning.  The differential costs arising from this activity are currently left in subject-related costs when calculating Subject-FACTS.



		Franchised-out 

		Where students are registered in an HEI but are (wholly or partially) taught by staff in another institution (of further or higher education) then these students are defined in the registering HEI as franchised-out.  


The treatment of student numbers and costs in both the registering HEI and (where appropriate) in the HEI doing the teaching are covered here



		FC-fundable provision

		PFT provision that is eligible for funding in a FC’s Teaching Funding Method.  This can include provision that is FC-funded, and some provision that is not FC-funded.  For HEFCE, it is defined as the provision that is returned in sub-columns (a) and (b) on Tables 1a (for FT and sandwich provision) of the HESES return.  (Similarly classified PT and sandwich year-out provision, returned in Tables 2 and 3, is also included.) See below.





		HESA academic cost centres

		See Annex H HEFCE 2005/39, as used to return staff, finance and student numbers to HESA (and student numbers to HESES).  

Annex B to HEFCE Circular Letter 32/2005 gives guidance on mapping staff members onto cost centres; and for allocating costs to cost centres for the HESA FSR.  HESA academic cost centres are groupings of staff that are active in cognate academic disciplines with similar cost structures.  (This guidance is replicated in HESES05, HEFCE 2005/39 Annex C.)

For TRAC (T) some HESA academic cost centres have been split (recognising the differential costs of some of the provision).  See the annual TRAC (T) return – CONS-7.

Unlike HESA, TRAC (T) requires Teaching costs only to be recorded by HESA academic cost centre, EXCLUDING the costs of Research and Other activities, and INCLUDING all central services, estates and cost adjustments attributable to Teaching.  These may or may not include the costs of NPFT, non-FC fundable and non-subject related activities (although these are all excluded when Subject-FACTS are calculated).



		High-cost base institutions

		One of the institution-related factors within non-subject related activities.  Institutions with a higher cost base due to their being small or specialist, located in London, or using old or historic buildings.  These terms are defined by the Funding Council/s that use them in their Funding Model for Teaching.  Not all Funding Councils use these terms.



		Institution-related activities

		Costs incurred because of the nature of the institution or specific activities it carries out.  These cover high-cost base institutions (small, specialist, those located in London, those with old/historic buildings) and specific initiatives such as Centres for Excellence in Teaching and Learning. These terms are defined by the Funding Council/s that use them in their Funding Model for Teaching.  Not all Funding Councils use these terms.



		Institution-specific

		See specialist institutions.



		London institutions

		The costs and activities covered by the London funding premium from HEFCE (see ‘How HEFCE allocates its funds’ HEFCE 2010/24).



		SFA (previously LSC)

		Skills Funding Agency previously learning and Skills Council



		Non-completion

		The costs of students who do not complete – part of the costs of non-subject related activities.  This term is not defined more specifically under TRAC (T) as the costs are not currently separately identified.  These costs remain part of subject-related costs.



		Non-FC fundable provision

		All PFT provision that is not eligible for funding in a Funding Coucil’s Teaching Funding Method.  It is part of the provision that is returned in sub-column (c) in HESES Tables 1a, 2 and 3, that is sponsored by public bodies such as (in England) the Department of Health, Training & Development Agency for Schools, local authorities etc.  (Some provision in category (c) is NPFT, e.g. closed courses funded by commercial companies.)  Provision funded by the Learning and Skills Council is also non-HEFCE fundable PFT provision. 



		NPFT

		Non-publicly funded Teaching, as defined in CONS-10  





		Non-subject related activities

		Non-subject related activities are Teaching activities that affect the costs of Teaching other than those that relate to the subject being taught.


Non-subject related activities identified under TRAC (T) cover those that relate to the type of student (e.g. widening participation, part-time); the type of provision (e.g. foundation degrees, long courses, work-based learning); and the type of institution (e.g. London, small/specialist).   They also include the costs of non-completion.  A list is given in point E.4 of the Statement of Requirements.



		Non-subject related costs

		The differential costs of non-subject related activities – i.e. the costs incurred on each activity that are higher or lower than (different from) those that would otherwise have been incurred from subject-related factors alone.


FC-fundable costs are attributed between subject-related and non-subject related costs.


The costs of subject-related activity take account of two principal factors that determine and differentiate the costs of teaching – subjects and volume (student numbers).  The costs of subject-related activity vary by subject and volume.  They therefore do not include additions (or reductions) to the subject-related Teaching costs that are caused by a wide range of non-subject related factors – called the differential costs of non-subject related activities.


To attribute FC-fundable costs between subject-related and non-subject related activities, the different levels of costs are identified that arise because of non-subject related factors or activities.  The balance of FC-fundable costs, after removal of non-subject related costs, is defined as subject-related costs.


The impact of these non-subject related activities usually means additional costs are incurred, i.e. in addition to the costs being incurred through subject-related activity.  However, as these non-subject activities may occasionally lead to a cost reduction, the Guidance uses the term ‘differential costs’ to refer to the difference non-subject related activities make to the subject-related costs.  



		Partnership

		One of the provision-related factors in non-subject related activities e.g. collaborative provision. The differential costs arising from this activity are currently left in subject-related costs when calculating Subject-FACTS.



		PFT

		Publicly-funded Teaching, as defined in CONS-10



		Provision-related activities

		Activities undertaken because of the nature of the provision, which incur additional costs.  These cover foundation degrees, sandwich year-out students, long courses, post-graduate taught provision and flexible learning, employer engagement, and partnerships.



		Robust

		It is not a minimum requirement for data to be robust, as defined in annual TRAC.  TRAC (T) data need to be fit for purpose.  However, where institutions both meet the minimum requirements and their time allocation data are statistically robust for each group of staff aligned with a HESA academic cost centre, their data are robust.  



		Small institutions

		Those institutions that have been in receipt of special targeted funding allocations from HEFCE (see ‘How HEFCE allocates its funds’  HEFCE 2010/24).





		Specialist institutions

		Those institutions that have been in receipt of any special targeted allocations from HEFCE (see ‘How HEFCE allocates its funds’ HEFCE 2010/24).



		Specific initiatives

		The costs of activities funded by a Funding Council under special targetted allocations (for example, see ‘How HEFCE allocates its funds’  HEFCE 2010/24).  Each Funding Council has its own range of initiatives – see CONS-8 for a list of these.



		Student-related


activities

		Activities undertaken because of the nature of the student which incur additional or reduced costs.  These cover widening participation, part-time provision and bursaries.



		Subject-FACTS

		The subject-related average annual cost of teaching a FTE Funding Council-fundable student in a HESA academic cost centre based on TRAC.  (Subject-related Full Average Costs of Teaching a Student.)  The cost totals are those attributed to HESA academic cost centres, excluding those for NPFT provision, non-Funding Council fundable provision and non-subject related activities.



		Subject-related costs

		Subject-related costs are the costs of Teaching that are significantly affected by discipline or subject.  They exclude the additional (or lower) costs incurred from non-subject related activities.  See non-subject related costs.



		TDA

		Training & Development Agency for Schools.



		TRAC (T)

		An extension of annual TRAC that describes the methods for costing Teaching.  The minimum requirements are those that are to be met by institutions to provide data that might be useful in informing the Funding Councils’ Teaching Funding Methods.  TRAC (T) Guidance is given in Section E of the Statement of Requirements.



		Widening (access and) participation




		Additional activities undertaken in the recruitment and support of students from disadvantaged and non-traditional backgrounds and disabled students.





(b) Guidance on allocations in specific areas


This covers three areas


i) When income proxies for recording non-subject related costs can be altered;

ii) Franchised-out provision;


iii) The classification of students

The source Guidance for these is given under each heading.

i)  Altering income proxies for non-subject related costs


This Guidance was published in the September 2007 Update, para 1.15 (exceptions to the funding proxies).

The income proxies that are used for non-subject related costs are provided annually by the Funding Councils on CONS-8.  These may need to be altered for the following reasons:


· teaching for students is provided by an institution under a Strategic Alliance Partnership where the students are not registered in that institution.  The costs of teaching those students should be excluded from Subject-FACTS;


· some of the income received by an institution has not been spent, and is being carried forward to a subsequent year, or is being capitalised.  Alternatively, some funding has been brought forward from a previous year that is now being spent or expensed.  This might happen under with monies received under the Collaboration/Restructuring fund, or the Strategic Development Fund, or for Inherited Debt, Aimhigher, or a CETL;


· some of the funding has been passed to another institution, or some funding has been received from another institution (e.g. Summer schools). 


Income proxies are not altered because of investment in an area (cost centre) that does not yet provide teaching.  If there are no students in that cost centre, or very few, then the costs should be spread across all cost centres.  If there are some students in that cost centre, these development costs could alternatively be allocated to that cost centre - the cost per student will just be very high (but the institution will know the reason for this).  If these costs are excluded from Subject-FACTS, then these figures will be, overall, understated for the institution, and this is not helpful when they are compared with current levels of funding.

ii) Franchised-out provision

This Guidance was published in Section E.2 of the original September 2006 TRAC (T) Guidance (Part VII).


The treatment of student numbers and costs relating to franchised-out or consortia provision in both the registering and the teaching institution are as follows.


· the funding that has been transferred by the registering institution to the teaching institution forms part of the costs of the registering institution.  In the registering institution, these costs are attributed to the cost centre where the students have been returned under HESA by that institution (this may or may not be the department which recruited or owns them);


· most of the teaching of franchised provision is likely to be carried out by further education colleges.  Where, however, an HEI teaches students that are registered in another HEI, the costs are included in their department and HESA academic cost centre totals (they also hold their part of the funding passed to them by the registering institution).  However, the student numbers are not included in the HESA returns.  For simplicity, as this is unlikely to be material in most cases, no adjustment (to costs or student numbers) need be made.  However, if it is considered to be material by an institution, the costs are excluded;

· in HEFCE-recognised funding consortia, the lead HEI receives the funding, and records costs, for all students (costs in the lead institution include the funding passed to their partners).  However, the partner institutions’ students will not be in the lead HEI’s student numbers as returned under HESA, and therefore are not in the HEFCE-fundable student numbers provided by HEFCE (see below).
  If material, the lead institution removes the costs of this provision from relevant HESA academic cost centres.

iii) Classifying students

The following classification was published in Chapter D.1 of the September 2006 Guidance.  This relates to all provision across the UK, but institutions in Scotland need to liaise with their Funding Council to understand more specifically how HESES/HESA data is used and classified in TRAC (T) – both to types of Teaching, and to HESA academic cost centres.

Definitions used by HESES
 to classify students are used.  The total student population of an institution is shown by:


· Tables 1a, 2 and 3 in HESES; 


· plus non-credit bearing (NCB) students (these are no longer returned to HESES, but remain part of the TRAC and TRAC (T) numbers); 

· plus further education (FE) students returnable to HESA;


as listed in the table: 

Table: The student population of an institution


		Reported in

		HESES sub-columns

		Comments

		Classification of publicly-funded



		HESES Tables


1a  FT and SW


2  SW year- out


3  PT

		) (a) FC-fundable

)


) (b) independently


)      funded


)


) (c) non-fundable


) 


)


)


) 


)


)


)


)


)


)


)


)

)


)


)


)


)

(d) Island/overseas

		includes PGRs


and provision funded by other public bodies (e.g. TDA, DoH)

as well as closed courses sponsored by other public bodies


and closed courses sponsored by non-public bodies

		PFT


PFT


PFR


PFT


PFT


NPFT


NPFT




		FC-fundable


FC-fundable


Research(PGRs)


Non-HEFCE fundable.  In Scotland provision in these disciplines is funded by SFC and is SFC-fundable

Non-HEFCE fundable






		HESA non-credit bearing

		

		

		NPFT

		



		HESA student record (FE)

		

		FE students

		PFT

NPFT




		Non-HEFCE fundable.  These are FC-fundable in Scotland





The student population of an HEI includes students that are registered in that institution but are taught elsewhere (in a further education institution or, less commonly, another HEI).  However, the students are counted only once across the HE sector (so students who are taught by an HEI but who are registered in another HEI are recorded in the teaching institution’s figures).  The implications of this for TRAC (T) are covered above.


FC-fundable taught provision therefore includes both FC-funded students (sub-column (a) of the HESES Tables) and some students who are not FC-funded (sub-columns (b) and (c) of the HESES tables).  FC-fundable student numbers are used as the denominator to calculate Subject-FACTS.  These data is provided by the Funding Councils in each year’s annual TRAC (T) return template – see CONS-7.

� For HESES, all students in the consortium are returned by the lead institution.



� Refer for example to HESES05, HEFCE 2005/39 Annex C.



� An example is a PGT student that the institution has chosen to return as independently funded.







Version 4.1    September 2011
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Issued by


The TRAC Development Group


Content and Status


This document forms part of the Statement of Requirements.  Compliance is mandatory for all higher education institutions in the UK applying TRAC EC-FP7.  This document CONS-12 will be kept up-to-date.


It should be read with the Statement of Requirements.  It is referred to specifically in Section F of the Statement of Requirements.


Despite the use of blue underline to refer to other documents, there are currently no automatic links in place from this document to other documents.  Hyperlinks and embedded documents can be accessed from Appendix 1 of the Statement of Requirements.

This document describes:


a) Eligibility criteria for institutions applying for a Certificate on the Methodology;


b) A method for excluding irrecoverable duties from the TRAC EC-FP7 indirect cost rates.


Source document


The original Guidance was published as the TRAC EC-FP7 Update March 2009.  This consisted of a set of FAQs.  Only two FAQs are covered here – FAQ 1 (eligibility) and FAQ 11 (irrecoverable duties).  The other FAQs in that Update are included in Section F of the Statement of Requirements. 


This document has been given the reference ‘CONS-12 version 4.1’ to match with the Statement of Requirements (version 4.1 September 2011) in which it is referred.  However, there has not been a previous version of CONS-12.


Further information


For further information please contact the TRAC Support Unit on trachelpdesk@kpmg.co.uk or 0115 935 3400


(a)  Eligibility criteria 






The Commission has agreed
 that institutions who meet the following criteria are able to apply for a Certificate on the Methodology:


· to keep the FP6 eligibility criteria: at least 8 participations in FP6 contracts with an EC contribution equal or above EUR 375,000, and


· to add criteria for the beneficiaries who did not meet the above FP6 criteria but would meet :


· either at least 4 participations in FP7 Grant Agreements signed before the 1st January 2010 with an EC contribution equal or above EUR 375,000,


· or, at least 8 participations in FP7 Grant Agreements with an EC contribution equal or above EUR 375,000 at anytime during the implementation of the FP7.

(b) The exclusion of irrecoverable duties from indirect costs

The following Guidance provides an acceptable method for excluding irrecoverable duties from indirect costs (see Point F.3 in the Statement of Requirements).  


This covers irrecoverable duties, not irrecoverable VAT.  It only applies to costs to be excluded from the indirect cost total allocated to Research; these could relate to duties on items coded as an overhead (indirect cost) or those coded as a direct cost on research grants or contracts.


Principles

The following principles were followed when preparing this Guidance:


· that irrecoverable duties must be excluded from indirect costs.


· that this is necessary where they are identifiable on invoices paid by the university.  Where they are not separately identified on invoices they need not be estimated or excluded.


· that materiality is not a relevant concept.


· that, in line with the method used for irrecoverable VAT, where universities’ accounting (coding) systems do not separately record duties from the main purchase (even when it is separately identified on the invoice), an indirect exclusion method can be used to identify these, provided that it is based on a fair and auditable method which can guarantee the reliability of the results.


Duties to be excluded & methods of exclusion


The following is a comprehensive list of duties that might be paid by a university.  A statement is made against each to indicate whether it is identifiable on purchase and therefore needs to be excluded.  A method is then suggested for their exclusion. 


i) Customs Duty on Imports


Customs duties are levied upon the arrival of goods from outside the EU when they are entered for home use within the community.


Imports of goods are subject to a rate of duty which in many cases is zero but typically when applicable is in a range of up to 10%. For certain goods under certain situations, the rate of duty may be reduced to zero. Also, specific reliefs are available in particular circumstances such as the importation of scientific instruments and apparatus, and their spare parts and tools, by qualified bodies, provided they are to be used for non commercial scientific research or educational purposes. 


This duty should be excluded from the indirect cost rates.  This could be done by a university in a number of ways:


  Example 1:


a) taking advice from professional purchasing experts to ascertain an estimate of an average percentage import duty rate that could apply to the University’s imports in general.


b) identifying the value of imports from non-EU countries.  This could be done by examination of the country of origin of suppliers, the characteristics of the goods, and the amounts paid.  The value identified  will need to be adjusted down for values that have been booked directly to research projects or to residential accommodation.


c) multiplying (a) by (b) to derive the import duty value (c) for exclusion from indirect costs. 


d) allocating this exclusion value (c) for Teaching, Research and Other using a non-pay cost driver.


  Example 2:


The following method could be used for HEIs that hold a Duty Deferment Account with HM Revenue and Customs by which the payment of import tax is deferred.


a) refer to your Indirect Tax Manager for details from the weekly Supplementary Periodic Deferment Statement issued by HMRC. The ‘Supplementary Periodic Deferment Statement details the ‘duty and the VAT’ relating to each separate importation that has been booked to the deferment system during each month. The duty values can be totalled for the year and should represent the majority of the duty that has been incurred.


b) a further analysis of the account postings of the duty amounts may enable the HEI to ascertain what portion of the duty incurred relates to direct research projects, residential accommodation, to leave a duty balance. This duty balance can be excluded from the indirect costs in relation to Teaching, Research and Other. A non-pay cost driver could be used to perform this allocation.


ii) Excise Duty on specified goods which in the UK include ethyl alcohol, hydrocarbon oils and tobacco. 


In universities this is represented by Fuel Duty (on petrol and diesel)

Fuel duty on university vehicles is rolled up in the pump price.  It is not separately identified on invoices and therefore need not be excluded.


iii) Duties on specified activities such as using a motor vehicle on the road, depositing waste in a landfill, taking a scheduled air flight, etc.


Vehicle Excise Duty


This is often recorded separately (e.g. as road fund licences) and thus can be easily identified and excluded.  If not recorded separately an estimate should be made.  The costs paid on non-residences vehicles should be removed in line with non- residential estates costs.  


Climate Change Levy CCL (levy on fuel and power not eligible for the reduced, 5%, domestic rate of VAT)


This is probably one of the largest duties on specified activities, although in some universities the majority of fuel and power costs qualify for the reduced rate of VAT (i.e. use for student accommodation, and use for non-business purposes, are both eligible for the reduced rate).  Combined Heat and Power is also exempt from CCL


The quantum of the levy is quoted on the utility invoices (as a percentage charge on fuel per kilowatt / hour).  This is collected as part of the EMS survey.  It should be removed in line with non-residential estates allocations. 


Air Passenger Duty


Many air tickets would not quote the amount of Air Passenger Duty. Different governments apply different taxes, surcharges and fees.  As airport taxes are rarely separately identified, they need not be identified for exclusion.


Landfill Tax


This is not recorded separately in many universities, although this is likely to change in future.  The estates department should be asked to give an estimate that would be excluded in line with the estates cost allocations.


Insurance Premium Tax


This is generally separately identified within insurance premiums (5%).  An analysis of insurance premiums should be made and the tax excluded.  In doing so it should be noted that a significant part of this tax will be associated with residences. 


Example of calculations 


A study by one university (turnover approx £350m) identified the following duties for exclusion.


		

		Amount (non-residential)

		Method Used (see above)



		Customs Duty on Imports:

		£18k

		Estimated



		Excise Duty on Specified Goods: Fuel Duty

		N/A

		N/A



		Duties on Specified Activities:

		

		



		  Vehicle Excise Duty

		£12k

		Recorded Separately



		  Climate Change Levy

		£180k

		Reported under EMS



		  Air Passenger Duty

		N/A

		N/A



		  Landfill Tax

		£75k

		Estimated



		  Insurance Premium Tax

		£85k

		Identifiable



		

		

		



		Non Residential Total to be Removed

		£435k

		



		

		

		



		Total Indirect Costs (and estates)

		£160m

		



		% amount to be excluded from TRAC Overhead rates when calculating the  abated rates for TRAC EC-FP7

		0.3%

		





� Certificates issued by external auditors.  Guidance Notes for Beneficiaries and Auditors.  Materials prepared by the Working Group on Certificate on the Methodology under FP7.  Version 27 November 2008.  Page 18
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Content and Status


This document gives definitions of key terms relating to activities, the organisation, and costing methods, that are used extensively throughout the Statement of Requirements.

This document forms part of the Statement of Requirements.  Compliance is mandatory for all higher education institutions in the UK.  This document CONS-10 will be kept up-to-date.


It should be read with the Statement of Requirements.  It is referred to specifically in point B.1.5 of the Statement of Requirements:  it forms the basis of all of the TRAC requirements.


Despite the use of blue underline to refer to other documents, there are currently no automatic links in place from this document to other documents.  There are, however, automatic links within this document, e.g. from the contents page to the relevant definition in this document.  Other hyperlinks and embedded documents can be accessed from Appendix 1 of the Statement of Requirements.

Source document


This document is based on Annex 6 of the original TRAC Guidance, updated to incorporate any subsequent changes to the Guidance as appropriate.  It also incorporates detailed guidance in several other areas that were given in the Guidance but have not been incorporated into the Statement of Requirements.  The Introduction and Contents to the Statement of Requirements gives a list of the source documents.  There is no new Guidance in this document that has not been previously issued.

This document has been given the reference ‘CONS-10 version 4.1’ to match with the Statement of Requirements (version 4.1 September 2011) in which it is referred.  However, there has not been a previous version of CONS-10.


Further information


For further information please contact the TRAC Support Unit on trachelpdesk@kpmg.co.uk or 0115 935 3400

Index

This document gives definitions for the following


Activities


Teaching 


Publicly funded Teaching

Non-Publicly funded Teaching

regulated and non-regulated provision

Definitions specific to TRAC (T) are given in CONS-11 (see Appendix 1 of the Statement of Requirements)

Research

research sponsor type

recurrent research income from the funding councils

institution-/own-funded

PGRs

external research grants and contracts (RG&C)

Research Councils (RCs)

other government departments (OGDs)

European Union (EU) 


charities

industry

classification of jointly funded projects

Other

consultancy

other services rendered

technology_transfer

routine_testing

clinical_services (O(CS))

allocating clinical academics’ time

clinical_trials

residences, catering, conferences

printing, reprographics

trading_companies

subsidiary companies

joint ventures, minority interests and endowments are covered in Point B.1.7 of the Statement of Requirements

classification of ESF, ERDF, TCS work


Support


Support for Research


Support for Teaching


Support for Other 



general institutional Support 


scholarship and CPD

classification of travel, sabbaticals, conferences, preparation

indirect costs


estates costs

charge-out rates





Allocation of costs in some specific areas



allocating clinical academics’ time

national museums and libraries

sports facilities

parks and gardens

botanical gardens

farms and woodlands

veterinary schools

sales and leaseback schemes

special initiative projects

Organisation attributes

‘top-60’ research institutions

researchers

department

subject type/discipline group

subject – HESA academic cost centre

Costing methods


cost attribution

directly incurred

directly allocated 


apportioned

cost pools

cost drivers

If additional information, or definitions of other terms, are required it is possible to search the Statement of Requirements using the on-line ‘Find’ or ‘Search’ facilities for the relevant words or phrases.

Activities


In TRAC, all costs are attributed to three core activities.  Core activities generate income or could potentially generate income.  There are three core activities: Teaching (T), Research (R) and Other (O).  Each includes direct costs that have been directly attributed to that activity, or Support costs (indirect and estates costs) that have been attributed between all three activities.


Teaching (T) is a core activity.  It includes all costs and activities that provide or support the teaching of under-graduate or post-graduate taught students. It comprises (a) the costs of academic staff time directly attributable to T; (b) other directly attributed costs; (c) a relevant part of Support costs.


(a) Academic time that is directly attributed to Teaching in the annual TRAC Academic Time Survey includes:




(b) Other directly attributed costs include: pay costs of staff who work 100% on Teaching, pay costs of secretarial and administrative staff who support Teaching; non-staff costs directly attributed to Teaching, which includes placements, projects etc, and the scholarships and bursaries of taught students.

(c) A relevant share of Support costs are also attributed to Teaching.  This includes the costs of the Support time of academics (scholarship, administration, and management) and other Support costs.

All Teaching costs are further categorised into publicly funded Teaching and non-publicly funded Teaching.

Publicly funded Teaching (PFT) is further categorised into regulated and non-regulated provision for annual TRAC (defined in this document).

Publicly funded Teaching is also, separately, categorised into Funding Council-fundable provision, and non-Funding Council-fundable provision for TRAC (T) (defined in CONS-11).

Funding Council-fundable is then categorised into subject related and non-subject related for TRAC (T) (defined in CONS-11).

Publicly funded Teaching (PFT) activity is generally considered, across the sector as a whole, to be fundable, at least in part, from public funds. This would include the costs of:




* PFT covers publicly funded courses in the UK.  These are award or credit-bearing courses.  Overseas students and self-funded students including ELQs
 on a programme that is actually or potentially grant-aided (e.g. credit-bearing courses) are attributed to NPFT where the numbers involved are material.  Materiality here is considered at the level of department (not discipline group as with other TRAC requirements - refer to p(v) in the Statement of Requirements).


The criterion to use is that of materiality.  Costs of teaching courses with mixed funded students are split for TRAC where the numbers of the self-funded or overseas students in a department are significant.

All courses fundable (as least in part) by public bodies are reported under PFT, whether or not they are award/credit-bearing.  

The classification of students as PFT and NPFT is described further in CONS-11.  Whilst that document relates to TRAC (T) the definitions are also relevant to annual TRAC classifications.

The concept of ‘commercial’ or ‘non-commercial’ courses (e.g. for the NHS) is not relevant here.  All teaching contracts or arrangements could be regarded either currently or potentially on a commercial basis.  They are all subject to decisions made by the institution (and perhaps the sponsor) that, inter alia, include business/commercial considerations.


PFT students are, of course, funded in part by public funds, and in part by non-public funds.  Despite this, all of their costs are attributed to PFT, and matched with all relevant income in the annual TRAC return.  However, this return also gives an analysis of income between PF and NPF sources, to allow the actual source of income to be understood.

Non-publicly funded Teaching (NPFT) activity is generally considered, across the sector as whole, to be funded wholly from non-public funds. This includes the costs of:




Students who are self-funded are those where the institutional costs are not fundable by Funding Council grants i.e. where the institution is not potentially eligible for grant-aid for the students by a public organisation.


Short courses including overseas courses are here defined as those which are not award- or credit-bearing, and are therefore not eligible for Funding Council support (e.g. CPD courses, employer/industry specific courses, courses held overseas, continuing education).  They are generally considered to be NPF Teaching activity.

In some cases short course students attend particular modules on other courses, that are part of an award/credit-bearing scheme.  As for self-funded students (above) the attribution of the teaching effort (and therefore costs) for these courses between PF and NPF is done if the numbers are material at the level of department.


Short courses commissioned by PF sponsors (e.g. local authorities) are allocated to PFT, where material.

PFT Teaching is classified into regulated and non-regulated provision, for annual TRAC.  This classification is not relevant to TRAC (T).

This was introduced to improve the understanding of the surplus/deficit results on PFT for each institution as a whole.

The costs and income assigned to PFT provision are analysed between provision with regulated fees and provision with non-regulated fees.  This classification is only carried out and reported at the level of the whole institution, using high-level definitions and broad apportionments.  PFT student FTEs (UG FT; and PGT and PT respectively) can be used to apportion costs.  These need to reflect the differential costs of subjects which can be done by incorporating the Funding Council price group or subject weightings into the student FTE counts.

Allocations of costs between regulated and non-regulated provision take account of the different costs of subjects.


PFT provision with regulated fees is that for: 


•
undergraduate full-time (UG FT) students, 


•
which includes sandwich year-out students,


•
and students on post-graduate certificate of education programmes (PGCEs).  


PFT provision for all other students (postgraduate taught (PGT), and part-time (PT)) is non-regulated.  


A more comprehensive definition
 can be used if institutions wish but this is not a minimum requirement.  Materiality should be taken into account.


PFT income also needs to be classified as regulated and non-regulated.  


Actual fees of FT UG students (and PGCE students) are reported under regulated provision.  Actual fees of PT students and PGT students are reported under non-regulated provision.  This split can be obtained from HESA Table 5.
   Institutions find it useful to take advice from those in their institution with responsibility for overseeing Funding Council income, and student numbers.

The main element of the recurrent Teaching grant from the Funding Council is split between that for FT UG; and that for PT and PGT, fundable students.  This takes into account the different levels of assumed tuition fee (which differ for an UG, PG and sometimes PT student).  This can be done at a high-level and undue complexity is not required (for example, difference between standard, assumed and actual funding, tolerance bands etc need not be taken into account).   A simple, and acceptable, method is to calculate the number of FT UG students, FTE PT, and FTE PGT students that are in each of the relevant Funding Council’s price groups (or subject price groups), multiply these by the respective standard unit of resource for that group, and deduct the assumed fees (which may differ for each of the three types of student).  This will provide the standard funding for each type of student, which can be used to apportion the funding received between the regulated and non-regulated categories.


Funding that is obviously for part-time students or post-graduate taught students (such as the part-time and long course premiums from HEFCE) are allocated to non-regulated provision.


All other premiums or elements for widening access, specific initiatives, old/historic buildings etc generally form only a small part of the total PFT income.  Therefore, these can all be apportioned between regulated and non-regulated pro-rata to the split arrived at for the recurrent T grant (see above); or on the basis of student numbers; or all allocated to regulated provision.  (In a few institutions, where most of the provision in that institution is part-time or PGT, the third approach given above might significantly distort either the regulated or non-regulated income totals – if so, then an apportionment that avoids this is made.)


Similar, high-level, methods can be used to apportion income from other PFT sponsors, for example, the Department of Health, Learning and Skills Council and Training and Development Agency for Schools.


Research (R) is a core activity.  TRAC follows the definition used by the Higher Education Statistical Agency (HESA) in the Finance Record Coding Manual:


‘Research is to include research and experimental development.  The definition of research, below, is taken from the 1994 Frascati Manual.


“Research and Experimental Development (R&D) comprise creative work undertaken on a systematic basis in order to increase the stock of knowledge of man, culture and society and the use of this stock of knowledge to devise new applications.  R&D is a term covering three activities: basic research, applied research and experimental development.”


Basic research is experimental or theoretical work undertaken primarily to acquire new knowledge of the underlying foundation of phenomena and observable facts, without any particular application or use in view.

Applied research is also original investigation undertaken in order to acquire new knowledge.  It is, however, directed primarily towards a specific practical aim or objective.

Experimental development is systematic work, drawing on existing knowledge gained from research and/or practical experience that is directed to producing new materials, products or devices, to installing new processes, systems and services, or to improving substantially those already produced or installed.’

Research can be a specific project, or blue skies/speculative in nature.  In TRAC Research has an external sponsor or is expected to lead to some research output (or PGR training/supervision).


Research:


a) can include clinical trials;

b) does not include routine testing; 


c) includes institution-/own-funded research;

d) does not include scholarship (although this can form part of the Support activity for Research).


(a) Clinical trials


Where clinical trials are considered by the NHS to be Research then the time on them is allocated to Research, otherwise they are Other. 

(b) Routine testing  

Routine testing is excluded from the R&D definition in the Frascati Manual and is reported as Other activities.  A useful description is given in the Frascati Manual, quoted in HESA’s Finance Record Coding Manual:

‘The Frascati Manual lists situations where certain activities are to be excluded from R&D (Research) except where carried out solely or primarily for the purposes of an R&D project.  These include routine testing and analysis of materials, components, products, processes, etc.; feasibility studies; routine software development; general-purpose data collection. The later stages of some clinical drug trials may be more akin to routine testing, particularly in cases where the original research has been done by a drug company or other contractor.’


(c)  Institution-/own-funded Research


Research work or projects that are solely funded by the institution (including through the Funding Council block grants), and that are not directed by an external sponsor, are still Research activity.  They form the research sponsor category of institution-/own-funded research.  This is further defined below.

However, research (or teaching) that is not considered by the institutions to be necessary for its mission or research strategy is not recorded for TRAC.  This work is sometimes called ‘personal research’; managers would not find it of use to know how much time is spent on it, nor would they ask for such information.  It would not be considered by the institution to be likely to represent a relevant use of their resources (represented by payments to staff) nor an appropriate use of the funding they receive.  It would not be considered by their managers to be work carried out as “part of their duties”.  Personal activities are carried out for personal rather than institutional benefit.  This time is not recorded in the annual time allocation survey for TRAC.


(c) Scholarship


The distinction between Research and scholarship is important.  The two are not the same and are recorded separately.  Scholarship is covered below.

The activities that are attributed to Research are as follows:




The direct costs of Research are either Directly Incurred (DI) or Directly Allocated (DA) (defined in this document).  These are comprised of: the costs of academic staff time on Research recorded through the annual TRAC Academic Staff Time Survey; the costs of research staff (research assistants and fellows); research technicians; other non-staff DI and DA costs such as travel, consumables, equipment, bursaries scholarships and maintenance of PGR students; research facilities/equipment; and academic departments estates costs that relate to research.  Indirect costs are also attributed to Research.  These include the Support time of academic staff (scholarship, management, administration) as well as other costs.

Research was originally further categorised into publicly funded Research and non-publicly funded Research.  This categorisation is no longer made in TRAC.

Research is categorised into eight research sponsor types.  Seven of these are activities to which income, direct and Support costs are attached – these are described under points (2) to (8) below.  One research sponsor type consists only of income – described under point (1) below.


Research sponsor type


A research sponsor type is a group of sponsors that are similar in nature. It is not an individual research sponsor organisation.  The word ‘sponsor‘ is used in TRAC to denote funder – it is not a ‘sponsor’ as defined in a clinical environment.


Most research sponsor types refer to a group of sponsors or external funders of research projects – titled external research grants and contracts (RG&C) below.  However, the following three are not: 


1. Recurrent research income from the funding councils;


2. Institution-/own-funded research which is research that has no specific external sponsor; 


3. PGRs which relates to the activities of training and supervising research students, any one of which can be funded by a wide variety of sponsor (external or institution).


1.  Recurrent research income from the funding councils


This research sponsor type covers recurrent research income received from the funding councils.  It does not include any costs.  It was introduced in the April 2010 Update No. 5

The heading is sometimes abbreviated to QR (although in reality this only covers part of the funding).  A definition of what is covered is given in the income allocation guidance CONS-4.

2. Institution-/own-funded, 

This research sponsor type covers work that is not carried out to the direction of an external sponsor (the work may or may not be on specific research projects).  The work could be funded through Funding Council block grant or other initiatives, or from an institution’s general income (e.g. interest, endowments, surpluses from other activities).  It could include speculative research undertaken to investigate the potential of ideas before preparing grant or contract bids; or for publication.

In December 2008 (the TRAC Update issued in that month) a new requirement was introduced where this (and all) Research in TRAC has an external sponsor or is expected to lead to an external output.


In April 2010 (TRAC Update 4) the scope of institution-/own-funded Research was changed to ensure that all Research recorded in TRAC was considered by the institution to be necessary for its mission or strategy.  This was covered above.

In April 2010 (TRAC Update 4) a new requirement was introduced whereby institutions, where they felt this was possible or would improve the quality of the data, use a definition of institution-/own-funded research that relates to the primary purpose of the activity.  This means that research done primarily in support of teaching is eventually allocated to teaching along with other relevant scholarship activity. 


3. PGRs

This research sponsor type covers the training and supervision of post-graduate Research (PGR) students including training in research methodology, review of drafts and preparation of thesis, and external examining.

PGR students are students who are registered for a research degree, where the final assessment is examined through thesis.  The thesis must normally be of publishable quality, subject to an examination (e.g. viva) by a named external examiner. 


This activity is concerned with production of a trained workforce (with a qualification at doctorate level).  The aim of a PGR programme is first and foremost educational.  


During such an educational programme a PGR student will undertake primary research under supervision.  That research will have an output, usually as a thesis that is examined as part of the test for qualification. The standard set is usually that the work is to be of a publishable standard.  PGRs often have their work published in peer reviewed professional journals, either alone or as part of a team.  This assists in demonstrating that the required standard has been met in the work, and it is a first step in the development of a career by the student.  The work published is often of considerable value in its own right, but is secondary to the principal purpose of the programme. 


 In research groups, PGRs are often (and rightly) considered to be an integral part of the group structure, with responsibilities to the team.  They are often regarded by academic staff as junior research assistants, but this is part of their training and development.  They are different from technicians, and are not regarded as part of the research structure.  


Because of these arguments, PGR training is to be regarded as a separate stream of activity for costing, and a primary activity to which direct, indirect, and estates costs are attached.  Any costs connected with the research carried out by that PGR forms part of their costs of training and supervision, and is not charged as part of the cost of research carried out for a research project.


A separate ‘research sponsor type’ is maintained in institutions’ costing models that records the costs of the training and supervision of PGR students separately from the other research sponsor types.


These costs include:


· scholarships, bursaries and fee remissions (a direct cost of Research);.


· any other direct costs incurred by the institution on behalf of PGR students (e.g. travel and subsistence, consumables, stipends);


· the indirect costs and estates costs associated with the PGRs themselves;


· the time of the supervisor in PGR training and development (and this would include the time of internal and external examiners, co-supervisors, etc.);


· the indirect costs and estates costs associated with this supervision time.

A new requirement was issued in April 2010 (Update No. 5) which required institutions to match and report PGR income and costs under the PGR research sponsor type where possible:

· where they can be readily identified and reallocated, all income and costs relating to PGR activity is recorded under the PGR research sponsor type, not external RG&C;

· where they cannot readily be identified and reallocated (i.e. they are not recorded in an institution’s I&E account, or they are an inseparable part of salaries) then the costs of stipends and scholarships/bursaries are reported against the same research sponsor type as the income that is covering them;

· if neither of the allocations described in the two bullet points above can be done without (in the view of each institution’s TRAC Steering Group) significant burden being added to that institution, then at the least, the institution improves its understanding of the recovery relating to research students.


external Research Grants and Contracts (RG&C)

Three of the eight research sponsor types were covered above:  the remaining five relate to externally funded research grants and contracts:

4) Research Councils (RCs), as defined by the HESA Finance Record Coding Manual.

5) other government departments (OGDs):  UK central government bodies/local authorities, health and hospital authorities, as defined by the HESA Finance Record Coding Manual.

6) EU:  European Union (the Commission) and the European Social Fund, as defined under 3(f) in Table 5b the HESA Finance Record Coding Manual.   The EU classification now covers EU government bodies including the Commission.  This includes Research carried out under FP7 (irrespective of the costing and pricing approach adopted).

7) charities:  UK-based charities.  (This is irrespective of their classification or recognition in any Research funding method operated by a Funding Council.)

8) industry:  all other organisations, including:


· EU-based charities, EU industry and EU other


· UK industry, commerce and public corporations


· other overseas (other than those specifically mentioned above)


· other sources.


The above terms are as defined by HESA in the Finance Record Coding Manual.

Jointly funded projects (involving a mixture of sponsors) can be difficult to classify into research sponsor type.


Where a Research project is funded by a consortium of organisations (public and non-public) the time will need to be attributed between research sponsor type.  Proxies could be used e.g. attribution pro rata to the direct costs funded by each sponsor.


However, where a research project is only partially funded by a sponsor (and the balance met out of internal funds) then all of the time is attributed to the research sponsor type represented by the external sponsor.  The time is not split between the institution-/own-funded and the external sponsor categories.  Work is only attributed to institution-/own-funded if there is no external sponsor of that project.


Other (O) activities are the third core activity in annual TRAC.  These Other activities are those that generate, or could potentially generate, income, but are not Teaching or Research.


Academic time that is directly classified to Other in the annual TRAC Academic Time Survey process includes:




Reimbursed ‘agency’ clinical costs (distinction awards, Additional Doctors Hours (ADH) payments, intensity payments etc) are allocated to Other

Costs attributed to Other include academic staff time working on Other recorded in the annual TRAC Academic Time Survey (box above), reimbursed ‘agency’ clinical costs (paragraph above), pay costs of secretarial research or administrative staff working on Other activities,  direct non-staff costs, and a share of Support costs (indirect and estates including a relevant part of the Support time of academics).


Consultancy


Consultancy can be:


· undertaken formally for the institution, and carried out in institutional time: 


· the time is generally accounted for (under Other) on the time allocation schedule;


· if there is no opportunity to receive income, the time is not considered to be consultancy, but recorded as scholarship and allocated to Support;


· not undertaken for the institution (no contractual link between client and institution), but carried out in institutional time in agreement with the institution. If it is material, e.g. a day a week in a legal practice, then:


· this time is generally included as Support on the time allocation schedule (e.g. the total of normally available time that is to be allocated on the time allocation schedule would be based on a five-day week, in this example);


· however, if the institution receives income in respect of this work (although there is no contract) the time is allocated to Other.


· carried out outside institutional time – i.e. private consultancy:


· in general, this time is not recorded on the time allocation schedule or included in any total for costing purposes.

A sub-category of Other(Clinical Services) is used by institutions with medical or dental schools:




Guidance on the allocation of O(CS) time and costs is given in the Statement of Requirements point B.4.9   Time that is allocated to O(CS) is accompanied by an appropriate proportion of all indirect and estates costs.

Knock-for-knock describes the arrangements between medical and dental schools and NHS Trusts:


Universities and teaching hospitals necessarily work very closely together.  Apart from sharing premises and support services (such as laboratories), clinical staff of the university are involved in delivering NHS services to patients, while NHS staff are involved in teaching students.  Universities and the NHS have not usually engaged in quantification and cross-charging when the staff of one perform duties for the other.  The staff time involved has usually been treated as part of a ‘knock-for-knock’ or informal cost-sharing arrangement (though payments relating to support services are often apportioned between the parties.

Steering Group on Undergraduate Medical and Dental Education (SGUMBER), Second Report.  June 1990


‘Knock-for-knock may be in balance across the NHS as a whole, but not in each particular unit.’


SIFT into the future.  Report of the Advisory Group on SIFT.  May 1995


Allocating clinical academics’ time

There are several other tricky areas in allocating clinical academics’ time not spent in clinical sessions to activities:


· teaching NHS staff as part of T (or O(CS)) sessions is allocated to O


(if it has been left in T on the grounds of materiality, any calculations of costs per student ensure that appropriate student numbers also include the NHS staff)


· time on private practice in university time is allocated to S


this is where the institution is not receiving the income, but the work is being done in ‘institutional time’ (i.e. it is part of the individual’s normal contract of employment that x days a week or year can be spent on private practice)


· time spent on hospital management (membership of Trust or hospital boards) is allocated to O(CS); as is time on hospital responsibilities e.g. duties as Director of Surgery


· time spent on professional committees etc is normally be allocated to S


· time spent on-call, when no institutional or NHS activity is undertaken, is private time, and excluded from the time allocation schedules.


Some costs are recorded as Other Services Rendered (OSR) in the published financial statements/HESA.  In annual TRAC, these are attributed according to the activity being undertaken.  For example:


· consultancy (excluding private consultancy) – to Other


· postgraduate medical education – to NPF T


· NHS School of Postgraduate Medical and Dental Education where the HEI is merely acting as a paying agent – to Other


· recoverable (clinical) salaries – all salary costs are allocated on the basis of the activities carried out by the academic i.e. T, R, O, S or O(CS).  (Income is allocated to O.)

As well as the costs of academic time, costs attributable to Other activities include:


· residences, catering and conferences;


· costs of goods or services sold to students, staff or external customers. These might include printing or reprographics;

· trading activities including non-Teaching or Research activities in commercial companies, spin-outs (subsidiaries), retail services such as shops.


These are described below.


Residences, catering, conferences.  These activities are reported within Other activities - they are not Support activities.  (This is different from possible interpretations of HESA.)


These are part of the necessary activity to attract and help to retain students.  However, there is a difference between residences/catering/conferences and student sports facilities (or any institution’s grant to a students union).  Sports, and a grant to a students’ union, are Support activities under TRAC.  Residences, catering and conferences are categorized as Other activities as their main source of funding is not through the Funding Council grant.  They are essentially trading activities.


Their inclusion as a Support activity would not assist with the institutional perception of them as a commercial activity, nor would it help with costing for internal pricing.  The costs (or any deficits after income) would not be an acceptable cost to external sponsors.


All of the costs of residences, catering and conferences are therefore reported as Other activity.  They bear an appropriate full weight of all indirect costs and estates costs, including the cost adjustments, subject to materiality.


Printing, reprographics etc. are often treated as internal trading entities within an institution.  They sometimes sell services externally.  Sports facilities might be provided to the paying public.


In general, internal recharging (on a cost or cost-plus basis) is an acceptable method of attribution to departments and need not be recalculated under the annual TRAC process.


The costs of services/goods provided to external customers are reported as Other activities.


Internal charges are generally made at standard costs.  Any adjustments to these to reflect actual costs (i.e. identified by a reported over-recovery of total costs) are attributed both to Other (for the external sales) and to the internal departments.   Materiality is an important consideration here.


Gross costs are to be attributed to activities.  Therefore any costs associated with the receipt of library fines, issue of photocopying cards etc. are in general charged to activities along with all other learning resources costs.   Where costs are material in size, they are separately identified and reported under Other.


Some academics undertake institution-own-funded work that might be sold commercially at a later date (e.g. sculpture).  The attribution of time spent on this work depends largely on the purpose of the work (Research, scholarship or for resale).  If the piece of work was originally prepared for Research, the time is attributed to Research.  If it was commissioned by a private sponsor, and constitutes Research (e.g. was returned under the RAE) then it is attributed to the relevant research sponsor type.


Trading companies, retail services etc.  The full costs of trading activities, with an appropriate share of overheads, are reported as Other activities.


These might include:


· shops and other retail services;

· subsidiary trading companies/spin-offs.


However, if the activities carried out are Teaching or Research the costs are attributed to NPFT or to the relevant research sponsor type as appropriate.


The time allocated to subsidiary companies is attributed according to the activity being undertaken.  For example:


· distance learning company – to NPFT


· health service training - to PFT


· testing or consultancy – to O

Point  B.1.7 in the Statement of Requirements describes how the income and costs for joint ventures, minority interests and endowments is derived.

Some activities can be difficult to classify, in particular those carried out under the following schemes:


European Social Fund (ESF), European Regional Development Fund (ERDF), Teaching Company Scheme (TCS)


The costs associated with these projects are difficult to classify between Teaching and Other as these programmes often incorporate training, or skills transfer, either as part of a formal programme or not; and they involve both public and private funding.  The concept of materiality is important here.


The following principles could be used as a guideline:

· if there is a significant sponsor then the costs are attributed to that sponsor’s classification as PFT or NPFT, or if R, to the appropriate research sponsor type.  If there is more than one sponsor the costs are split between the sponsor types;


· if the programmes are Research (e.g. the training and supervision of PGR students) they are attributed to the appropriate Research sponsor type;


· if the programmes are training activities and are not material at an institutional level, they could be attributed either to O or to NPFT;


· if the programmes are training activities, and are material at an institutional level, they are attributed as follows:


· to T if they are a defined programme of learning, and the programme is accredited by the institution or an appropriate academic or professional body;


· to O if they are consultancy or the provision of non-T or non-R services (e.g. problem-solving, development of strategies, provision of support facilities, marketing, provision of on-line facilities) or the provision of advice (e.g. advice on the training schemes that the client is planning to improve business sucess).


Support (S) activity is not a core activity – it is carried out in support of the three core activities of T, R and O.  

Support costs are described below.  They include academic staff time spent on Support activities, as recorded for annual TRAC through the Academic Time Survey.

This Support time is often categorised into several areas to assist both in the recording of the time and its subsequent allocation (as part of indirect costs) to T, R and O.  Five areas of Support are described below:  Support for Teaching, Support for Research, Support for Other, general management or institutional Support, and scholarship/professional development.









Scholarship and CPD (continuing professional development) is part of Support.


Scholarship is therefore different from Research.  In particular, it is different from institution-/own-funded Research which produces a research output.

Time is generally collected as a separate category on the Academic Time Survey to ensure that it is fully recorded and not subsumed within Research.  To assist academics to identify this time properly, some institutions collect time on Scholarship under the Research heading ‘Other Research and Scholarly Activity’, but the time is always then allocated to Scholarship and then to Support.

Scholarship is activity that updates or maintains the knowledge of an individual; or adds to their skills and experience.  The knowledge base already exists elsewhere.


Activities covered under scholarship/CPD are as follows:




Whilst scholarship includes the time of an individual in updating their knowledge or skills, it does not normally include the actual development of new courses or the updating of specific lectures or modules.  This is Teaching.


Individuals might be carrying out practical (professional/vocational) activities (e.g. practicing in law or medicine).  If their position in the institution is (generally) full-time, then such activity is considered to be the maintaining of professional skills - and reported as scholarship/ professional development.

A set of useful definitions (adopted by one university) are:


· if the activity was Research (likely to directly contribute to a Research project output) classify it to the appropriate research sponsor (or institution-/own-funded if speculative);  


· if the activity was related to the individual’s active areas of research, but is not research (according to the Frascati definition e.g. updates or increases their knowledge, but is not the generation of knowledge), then classify it as scholarly activity related to R;

· if not related to the individual’s active areas of research, then classify it as scholarly activity/CPD related to T;

· if not related to T or R, classify it as general administration/management.

Scholarship then needs to be allocated as Teaching, Research or Support.  


Time spent on travel, sabbaticals, conferences and preparation can be difficult to classify:


Travel time is preferably allocated in line with the purpose of the trip.  If the trip is being carried out for work being carried out for a specific project or programme then it is directly attributed to Teaching, Research or Other as appropriate.  However, if work is being done during the travel that relates to another activity, then it is charged to that other activity.  If neither of these applies, then the time is attributed to Support.


Sabbatical leave: academic staff time on sabbaticals carried out under research fellowships is generally attributed to Research (unless the individual is still undertaking Teaching, Other or Support):  otherwise it follows the purpose of the sabbatical (Teaching, Research, scholarship, Support).


Time spent at conferences is classified according to the main reason for attending e.g.:


· if the conference is an integral part of Research activity (e.g. a Research paper is being presented at the conference, or it is an expert symposium) then the time spent in preparing the paper/presentation, and in making the presentation, is Research, attributed to the appropriate research sponsor type;


· if a particular session in the conference is directly relevant to the individual’s active Research area, and the nature of the session constitutes Research activity (the creation of knowledge), then the time is attributed to the relevant research sponsor type;

· if a particular session in the conference is directly relevant to the individual’s active Research area, but the nature of the session constitutes knowledge transfer, then the time is attributed: 

to Research if a sponsor considers it to be part of a Research project funded by them,


or, otherwise, to Support for Research;

· other time spent in attending the conference and participating in workshops is normally attributed to Support for Research;


· time spent outside formal sessions is treated as private time (and therefore not recorded on the time allocation schedule).  Some discussions during ‘free time’ might refer to Research matters, but these need to be significant and constitute Research activity before the time is recorded as Research;

· if the conference is T-related, or of academic interest but not related to the individual’s particular area of research, then the time is classified as scholarly activity/Support for T.  

· if the conference is related to neither R or T, the time is classified as general administration/management.

Time spent in preparation:  


In some cases, bid preparation involves some Research – e.g. preliminary bench work and/or literature research to test the viability of a project idea before it is offered.  If significant, that part of the bid time could be attributed to Research (institution-/own-funded).


The preparation of research papers and books is attributed to Research – either to the appropriate research sponsor type ,or to institution-/own-funded Research if there is not sponsor, or if the project sponsor does not consider it to be a Research activity fundable under their project.


The time spent in designing and planning PGR programmes is generally attributed to Support for Research.  Where this requires some investigation of its viability before it is offered, and this involves some Research, then part of the time can be attributed to institution-/own-funded Research.  Preparation of projects for PGRs can also involve some institution-/own-funded Research.


The preparation of teaching materials for existing courses and programmes is attributed to Teaching.


Initial preparatory work for the development of a new course (speculative work, when the future of the course is not certain) is attributed to Support for Teaching.


Preparation of materials for a new course (which has been agreed) is attributed to Teaching.


The preparation of non-research papers and books is attributed to scholarship or Support to Teaching.


Support costs


Support activities and costs are those that do not relate specifically to one project or programme but are shared between many projects, programmes or activities.  This term is particularly important in the annual TRAC attribution process.


Support costs include pay and non-pay costs, estates, learning resources, administrative functions in both academic departments and central service departments, academic services, staff and student services, the infrastructure cost adjustment and the return for financing and investment.


Support costs are categorised as indirect costs and the estates costs of academic departments.


Indirect costs consist of:


· academic Support time (scholarship and other Support time) not spent on Teaching, Research or Other;

· administrative, clerical and technical staff in academic departments who support Teaching, Research or Other (except where these costs have been directly_incurred on a research project or programme);

· non-staff costs in academic departments;

· staff and non-staff costs in central service departments;

· the estates costs that relate to central service departments including a relevant part of the infrastructure adjustment;

· all restructuring costs and the RFI adjustment on expenditure.

Estates costs are defined as:  Premises expenditure (defined in the HESA Financial Services Return) plus the relevant part of the infrastructure adjustment.


This covers repairs and maintenance, utilities, rates, estates staff, rents, gross buildings depreciation and the net TRAC infrastructure adjustment, buildings insurance, cleaning, porters and security.   It could optionally include part of the central service departments’ costs attributable to the estates department.  It includes the costs of all support staff that relate to these areas.


Where some elements of estates are handled separately in TRAC costing models (e.g. buildings insurance may be part of the Finance Department’s costs, minor works may be included in academic departments’ costs, equipment costs in the Registry) then these are identified and aggregated with the rest of the estates costs.  This is subject to materiality and the complexity involved (it is acceptable to use high-level, reasonable, estimates of the costs to be transferred).


Estates costs are allocated to T, R, O and central service departments on the basis of their use of the (cost-weighted) space.  Estates rates for Research  do not include the estates costs attributable to central service departments which are included in the indirect cost rate.

Estates costs of academic departments consist of:


· estates costs and part of the infrastructure adjustment that relate to academic departments;


· laboratory technicians and the costs of equipment and major research facilities – these are part of the gross estates costs, but some are then shown separately from the estates rates as DI or DA charges in Research grant applications.

Support costs do not include:


· institution-/own-funded Research – which is a direct Research cost;

· residences – which are Other;

· the costs of scholarships and bursaries – which are a direct Teaching or Research cost.


Support include an attribution of costs from O(CS) if some of the services provided from NHS Trusts to institutions under knock-for-knock are Support activities (e.g. the provision of infrastructure).


Under annual TRAC Support costs are all attributed to the three main activities, forming part of the total cost of T, R and O.  The balance in Support is then zero.


The annual TRAC total for Support costs (pay and non-pay, from both academic and non-academic departments) forms the numerator (above-the-line) of the calculation of the charge-out rates.  These are the:


· indirect cost rate; and


· charge-out rates for estates, DA laboratory technicians, and major research facilities.


Charge-out rates are used to charge research projects with Support costs.  They are described in the Section C of the Statement of Requirements 

Organisation attributes

‘Top-60’ research institutions


The Research Councils maintain a list of the 60 institutions that receive the largest sums of funding from them.  These are not all higher education institutions.  The list is accessible at: 

http://www.rcuk.ac.uk/documents/documents/top60.pdf

Researchers  


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 (see Section C of the Statement of Requirements).


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 is 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 or their institution 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 are charged to research projects as directly incurred or directly allocated costs, and their FTEs carry indirect costs and estates costs, i.e. count towards the FTE multiplier for the indirect costs and estates charges.  They are also included in the FTE count used as the denominator for working out the indirect cost rate and estates charges. Particular care is 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. If material, their time on research is included in the FTE count used to calculate the estates charges and indirect cost rate, each year.


Department:  This is one of the cost groupings required under the annual TRAC process. 


All costs are attributed to academic departments. 


‘Department’ is defined here to refer to a management unit in an institution.  A department generally covers either non-academic or academic areas.  This term is generally interpreted by institutions as referring to a ‘department’ or ‘school’ or ‘research unit’ within a ‘faculty’.


Where an institution currently operates with large numbers of departments, these are grouped for TRAC purposes into subject or discipline groups.


Subject type or discipline group:  This is one of the cost groupings required under the annual TRAC process.


The three subject types are:


· clinical subjects;

· science subjects - including subjects using studios, fieldwork, laboratories;

· non-science subjects – also called classroom-based or generic subjects.


Time allocation data needs to be robust at the level of each of the three discipline groups.


Estates charges need to be calculated at the level of two discipline groups – laboratory and non-laboratory (science and clinical can be grouped under laboratory for this purpose).  Institutions can, if they wish, calculate estates charges for more discipline groups than this. 


Subjects are defined in a number of ways, for different purposes - by the different Funding Councils, under the funding methodologies, for HESA etc.  The three main subject type classifications (above) are not defined. Institutions map their departments onto these three types of subject in line with the majority of the work being carried out in those departments.  Departments need not be split (unless institutions wish to do so).


Costs by discipline group are not reported under TRAC.  

Subject - HESA academic cost centres


Costs are reported by subject area for TRAC (T).  These are the academic cost centres as defined by HESA, and are listed in the TRAC (T) return – CONS-7

Cost definitions


Attribution of costs:  All costs are attributed to activities.  

Under annual TRAC, all costs are either directly charged to an activity and classified as part of the direct costs of that activity, or are classified as a Support_cost.  


Under TRAC fEC there are three main methods used in cost attribution:


· directly_incurred

· directly_allocated

· apportioned.

Research costs classified as a direct cost under annual TRAC are generally classified under TRAC fEC as a directly incurred cost.  The main exceptions to this are academic staff costs (which are classified as a directly allocated cost);


Research costs identified as a Support cost under annual TRAC can be classified under TRAC fEC as either a directly allocated cost (e.g. estates, laboratory technicians, major facilities) or as an indirect cost.


Directly incurred costs (DI) in Research directly relate to one project.  They would not be incurred if that project did not take place.  This term is very specifically used when costing research projects under TRAC fEC.  See, in particular, points D.3.1 to D.3.3 of the Statement of Requirements.

Directly incurred costs include Research Assistants, technical staff (dedicated to a project or completing timesheets), consumables, equipment (purchased on that project), etc.  Sponsors of projects funded on a fEC-basis will generally allow spend on DI costs to be vired (budgets transferred between cost headings within the DI cost total).


Actual costs are recorded on the project cost records.  These costs are supported by a full audit trail – e.g. timesheets for staff (unless they are wholly chargeable to one project); record of receipted payments etc.


Under the annual TRAC process, these costs are obviously categorised as direct costs of R.  

Directly allocated costs (DA) in Research are related to specific projects, but cannot be easily identified with just one project.  They are shared costs.  Again, this term is used very specifically when costing research projects under TRAC fEC.  (See point D.3.1 in the Statement of Requirements).

Directly allocated costs are not charged to research projects on the basis of actual expenditure, but on a standard charge-out rate.  This can be a proxy – such as academic/research staff FTEs. 


Examples of directly allocated costs on research projects include investigator time/costs, technicians (other than DI technicians), animal houses and other major research facilities, estates.


Sponsors of projects priced on a fEC basis will generally not allow virement of budgets within DA cost headings, or between DA and indirect cost totals.


Most DA costs of Research are within the Support cost total under annual TRAC.  The exception is academic staff time spent on R which under annual TRAC is a direct cost of R, not a Support cost.


Apportioned costs are shared costs that are grouped into cost pools and attributed to activities on the basis of a proxy – a cost driver.  These costs make up the significant part of the Support costs in the annual TRAC process.  Indirect cost rates and charge-out rates (see Section C of the Statement of Requirements) are the techniques used to charge research projects with the various types of Support cost. 


Cost pools


In Annual TRAC, some costs can be directly allocated to activities.   Other costs need to be apportioned between activities.  It is efficient to group costs before they are apportioned.  These cost groups are called cost pools.

Costs in any one cost pool are attributed using the same cost driver. A cost pool may relate to an activity, or a Support cost:


· activity cost pools represent the costs of activities. There are three main activity cost pools – one for each of Teaching, Research, and Other.  Additional cost pools are used for sub-activities (PFT, NPFT; each research sponsor type; O and O(CS)).  In TRAC (T) costs in some academic departments are firstly held in cost pools, if they then need to be allocated to more than one HESA academic cost centre;


· Support cost pools are intermediate holding places. The costs of a finance department may be separated into a number of cost pools – relating to payroll, fees, all other areas. A different cost driver is used for each cost pool (staff time/numbers, student FTEs, all other costs) when attributing its costs to an activity.


All cost pools need to hold information by academic department; and need to differentiate between Support costs and direct costs of the main activities of Teaching, Research, and Other (to allow the calculation of the indirect cost rates).


Cost drivers


Cost drivers are used at various stages of the cost attribution process. Cost drivers are used for those costs that cannot be directly allocated.


Costs attributed to Support cost pools use cost drivers to attribute their costs to activities. For example, estates costs would be assigned to an estates cost pool and would be attributed firstly to academic departments, central service departments and residences, and secondly to activities, on the basis of space used.


Some costs do not need to be routed via a Support cost pool, as they can be directly attributed to an activity:


· catering, conferences, residences – to Other


· trading companies – to Other (or Research or Teaching, depending on the activity being carried out)


· research support department – to Research.

However, cost drivers will still be applied to research support department costs to attribute those costs to academic departments, and to research sponsor type.

The minimum requirements for cost drivers are given in points B.6.1 to B.6.2 of the Statement of Requirements.  Those are not replicated here.

A wide set of definitions of cost drivers can be used:


· a measure of the quantity of resources consumed by an activity


· those factors responsible for variation in the cost of an activity


· a measure of the benefits received


· a measure of how often activities are performed and the effort involved in carrying them out (an activity driver – e.g. the number of students or staff).


Cost drivers used for attribution to departments may or may not be the same as those used for attribution to activities.


A wide range of cost drivers could be used. Some are used by some institutions in their existing resource allocation models (RAMs). However, RAMs have historically had a different focus and it is unlikely that all cost drivers currently used in RAMs are relevant:


· TRAC requires an attribution to activities (few RAMs have required this);


· the data used in the RAM may not be up-to-date and may be drawing on planned rather than historical data;


· there should be no ‘motivational’ element in the cost drivers for TRAC – this can be important part of a RAM;


· the cost drivers in the RAM are often many and detailed and their use within the extra dimensions of TRAC (activities, PF and NPF, research sponsor type) may prove very complex.


It is important to avoid confusion over the two sets of drivers, and the information that results. It is good practice for the differences to be minimised, and clearly understood. 


Sensitivity analysis can be carried out to inform management of the impact on different cost drivers on key cost pools.


TRAC does not require a large number of cost drivers. Institutions have considerable discretion to choose which cost drivers to use and at what level of detail - but they need to consider each to be a fair and reasonable representation of the use of the resources being attributed. Some areas to be considered are:


· the costs that are already directly charged to departments in institutions’ management accounts (for example, equipment costs, space costs, in some institutions);


· the availability of information held for other purposes (for example, information on the use of library and learning resources may be recorded for use in resource allocation and strategic planning in some institutions);


· the cost of collecting the information (for example, comprehensive information of the use of IT facilities may be costly to collect).


Some common cost drivers that might be suitable to use are:


· headcount and/or academic/research FTEs – sometimes including clerical, administrative and technical staff;


· headcount and/or student FTEs, distinguishing between PGR, under-graduate and post-graduate taught students;


· square metres of usable space occupied by departments;

· estimates provided by heads of department;

· total Research costs;


· total non-pay costs;


· academic or total staff time;


· all DI costs.


Academic staff time (TAS) is only used as a cost driver if there is no other better alternative. When used, it includes the time directly attributed (by Research Assistants, temporary staff) as well as that attributed on time allocation schedules (by academic staff) and weightings are considered.  One or more alternatives to the use of TAS to allocate Support time between T, R, and O are considered in all cases.

Income is unlikely to be a robust cost driver as it is not a good indication of the use of resources by departments or activities.  It is not used as a cost driver for many costs.

If direct costs are being considered as a cost driver, then two factors are considered:


· the purchase cost of large items of equipment are not included;


· costs attributed to Other activities will be less than it would be if academic staff time was the driver.  Direct staff costs may therefore form a more appropriate driver than direct costs.


Where ‘direct costs’, ‘total costs’ or ‘all other costs’ are used as a cost driver, alternatives are considered.


In some cases a combination of cost drivers may be appropriate e.g. the use of both staff and student numbers to attribute some types of library costs.


In some cases it may be appropriate to weight elements of the cost driver/s used e.g. Arts students may receive a weighting of 2, compared to 1 for Engineering students, in attributing costs to academic departments for the use of the library. These weightings are evidence-based (e.g. the number of library loans) where appropriate.

The cost drivers used for estates are defined in Section B.5 of the Statement of Requirements.


The cost drivers used for the return for financing and investment are shown in CONS-9

All cost driver data is robust.  See B.6.2 and B.6.6 - B.6.7 of the Statement of Requirements.

Costs can be attributed at a high level.  The aggregations used for HESA FSR Table 6 can be used in TRAC (along with department-level codes for attributing costs to departments). This means that only a few high-level cost drivers are required.


 A cost driver does not need to be separately identified for every account code – this would lead to an extremely onerous attribution process. The lower the level of code, the more detail needs to be extracted from the accounts. Cost pools are used to group costs and simplify processes.


However, some institutions may consider that more complex attributions are necessary properly to represent the use of given resources, e.g. finance department split into payroll (using a cost driver of staff numbers); accounts payable (total non-pay costs); accounts receivable (total income); etc. Materiality is relevant here.

Allocation of costs in some specific areas

Materiality is important in taking forward the TRAC guidance in these areas.  In most institutions the costs are not material.


The key principle used in these (and other) areas is that of ‘primary purpose’.  Institutions determine the primary purpose of the area in question:


· for T or R? - attribute the costs to T or R


· to support T or R? - attribute the costs to S


· income generation? - attribute the costs to O


· to provide facilities for the academic community as a whole? - attribute to O.


National museums and libraries


Where academic staff are based in the museum; and the facilities are used by private individuals/organisations (for a nominal charge), and by the national academic community (at no charge):


i) 
the academic staff account for their time on time allocation schedules


ii) 
the Head Curator (or appropriate individual) broadly identifies the usage of the facilities and attribute the costs:


· to Support - for T, R, and O as relevant, reflecting their own institution’s staff and student use;


· to O - for the use by the national academic community (if deemed material), and use by private individuals or organisations (if material).


Sports facilities


It is assumed that the primary purpose is for use by students (at no or nominal charge), but some facilities are used by academics as part of their Teaching or Research as well.  There is likely also to be some use by staff (at no or nominal charge), as well as use by private individuals (at a charge):


Institutions identify a broad split of the usage, and attributes this to:


· S for the use by students (welfare)


· S for the T and R use


· O for the use by staff (if material), and private use.


Parks and gardens


No T or R is carried out, and the primary purpose is to create a pleasant environment for staff and students (also enjoyed by the local community):


Costs are attributed to S.


Botanical gardens


Academic staff in various departments use the facilities for R and T (primary purpose), and perhaps for O; they are also open to the public for a (nominal) charge:


· attribute to S, or


· survey the heads of the various user departments to estimate (broadly) the use of the facilities, and attribute costs to Support for T, R, and O as appropriate


· (the use by the public is probably not material).


Farms and woodlands


It is assumed that the farms comprise only a small part of a larger institution; and the primary purpose is to provide facilities for R and T.  In this case some commercial activity would also be carried out (O) but not as economically or efficiently as it could have been without R and T.  In this case:


· estimate, where possible, the extra costs incurred because of the commercial activity (i.e. over and above those required for R and T) - and attribute them to O


· attribute the remaining costs to Support to R and T according to use.


Veterinary schools


Veterinary schools frequently provide sessions to private fee-paying clients.  Students may be present:


· if the primary purpose of a session is to teach students, then it is attributed to T;


· if the primary purpose is to provide treatment to patients then it is attributed to O (even if students happen to be present);


· if the primary purpose is unclear, then the session could be attributed to O (Clinical Services) and re-attributed between T, R and O using some proxy, such as income (e.g. T funding/R funding/charges to clients).


Sales and leaseback schemes


Costs (i.e. rents or other payments) from sale and leaseback schemes are recorded as Other activity (the activity is one of financing, not Teaching).  If they are not material, the costs can be spread across activities along with other estates costs.


Special initiative projects


On external sales of an item of central cost or estate, the attribution of costs ensure that, where material, the costs associated with these sales has been attributed to Other.


However, a grant by a funding council towards a special initiative, for example, rewarding and developing staff, is not an external sale, and the costs are not attributed to Other.  The costs are generally attributed to Support in the first place.  Then, if the initiative relates solely to Teaching or Research, the costs are attributed to Teaching or Research as appropriate.  If the initiative relates to all activities, the costs are attributed to all activities and departments, and form part of the indirect cost rate.  


The income guidance (CONS-4) gives guidance on the activities to which the funds for each special initiative (from the Funding Councils) are to be allocated.  The costs match the allocation of income.

holding lectures, seminars, tutorials



project, workshop and laboratory supervision



preparing materials for lectures, tutorials and laboratory classes



preparing materials for an agreed new course



editing and updating course materials



organising and visiting placements, fieldwork



supervision/contact time relating to projects and dissertations; and assessment



other student contact time relating to educational matters, including remedial classes



preparing and marking examination papers, including re-sits,



oral examinations/vivas



reading and assessing student dissertations, reading and marking essays and other student work



invigilation of examinations including external examining (both at own and other institutions)



mentee meetings



outreach where T is the underlying activity (i.e. Teaching funded through a Teaching Company Scheme or Knowledge Transfer Partnership)











UK award/credit bearing courses*



all teaching activities like ESF, Erasmus, Tempus



all levels of teaching - sub-degree, degree, PGT (but not PGR)



higher education, further education, teacher training, NHS (nursing) etc



all courses fundable by public bodies















� HYPERLINK  \l "short_courses" ��short_courses�



non-award or non-credit bearing courses run in the UK for overseas or NPF students   



non-credit/award bearing courses run overseas (� HYPERLINK  \l "overseas_courses" ��overseas_courses�) and 



other NPF commercial teaching



part of the costs of award-bearing courses in the UK attended by overseas and � HYPERLINK  \l "self_funded" ��self_funded� students, and students studying for equivalent or lower qualifications (ELQs)



teaching carried out through trading units/commercial companies







research - refer to the definitions in the Frascati Manual 



fieldwork, laboratory, studio, desk/library work



management of projects, informal discussions, progress reports etc



recruitment and supervision of research staff



attendance at conferences, seminars and society meetings that are directly connected with specific research projects



production of research reports, papers, books



training and supervision of PGR students including training in research methodology, review of drafts and preparation of thesis, and external examining



collaboration with other departments or institutions in any of the above



outreach where Research is the underlying activity (i.e. research carried out through a Teaching Company Scheme or Knowledge Transfer Partnership)







� HYPERLINK  \l "consultancy_main" ��consultancy� (excluding private – see below) i.e. that is contracted to the institution and carried out in institution time; including advisory work, journal editing, feasibility studies



other services rendered (� HYPERLINK  \l "OSR" ��OSR�), including � HYPERLINK  \l "routine_testing" ��routine testing� and non-Research � HYPERLINK  \l "clinical_trials" ��clinical_trials� (i.e. activities not covered under the definition of Research in the  Frascati Manual 



work carried out through � HYPERLINK  \l "trading" ��trading�/commercial companies that is not Teaching or Research



technology transfer work if remunerated through the university (e.g. directorships of start-up companies and/or consultancy contracts for the companies) – if it is not remunerated then it should be categorized as Support to Other



outreach (where the outreach activity is not Teaching or Research)







Notes:  continuing education is not O (it is NPF T)



             private consultancy should not be included here (or anywhere)







Other (clinical services):  O(CS)



services provided to the NHS under knock-for-knock arrangements by departments of clinical medicine and dentistry (to be reattributed to T, R, O and S)











Support for Teaching.  



(This time can be recorded separately or as part of a general Support category.)



timetabling



examination boards



preparing prospectuses



interviewing taught students, admissions and induction



course and other committees related to teaching



careers advice for taught students



schools liaison



pastoral support (outside timetabled tutorials), counselling



initial course development (where the future of the course is not certain; preparing materials for an agreed new course is T)



module reviews (but subsequent updated and editing etc. is T)



quality assurance (e.g. QAA reviews)



publicity for teaching facilities and opportunities.







Institutions might also wish to include here � HYPERLINK  \l "scholarship_and_CPD" ��scholarship�/professional development and other Support (covered below) such as:



writing books and other publications for teaching purposes



advancement of knowledge and skills related to teaching



secondment to/academic exchanges with other institutions for teaching activities











Support for Research



(This time can be recorded separately or as part of a general Support category.)



drafting and redrafting proposals for new work and supporting bids to external bodies (where bids involve a significant amount of speculative research, that element can be attributed to institution-/own-funded Research)



quality assurance e.g. related to the Research Assessment Exercise/REF



refereeing papers 







publicity for research facilities and opportunities.







again this might also include � HYPERLINK  \l "scholarship_and_CPD" ��scholarship�/professional development and other Support to Research (which are covered below) such as:



advancement of knowledge and skills related which directly contribute to the academic’s research work



unpaid work advising government departments or committees, 



professional bodies or agencies in relation to research matters



institute and department committee work supporting Research



block time in other institutions on research exchange schemes











Support for Other



(This time can be recorded separately or as part of a general Support category.)



drafting and re-drafting proposals for new work and supporting bids to external bodies for consultancy and other services rendered activities (where bids involve a significant amount of speculative research, that element can be attributed to institution-/own-funded R)



negotiating contract terms and conditions with external bodies



technology transfer work that is not private, nor remunerated through the institution (e.g. supporting patent applications, licence negotiations, formation of start-up companies)







General institutional Support:



Also known as Faculty and institutional Support or all other Support



management and administration



including membership of/participation at faculty boards, senate, institution committees etc. (Where these relate to Teaching or Research this time could alternatively be recorded as S for T or S for R.)



management duties such as deans, head of admissions, assistant deans etc



staff management; appraisal etc.



publicity; representative work on behalf of the institution or department



careers advice



information returns



quality assurance contribution to sector e.g. on (unpaid) committes or secondments to RAE panels (where the QA activity relates to T or R, e.g. for QAA or RAE reviews, then it should be charged to Support for T and Support for T, respectively)



secondments, exchanges, all other tasks not attributable to other categories















Scholarship/professional development



maintenance and advancement of own personal knowledge and skills (reading literature, attending professional conferences, maintaining professional or clinical skills, acquiring new skills etc.)



consultancy that is carried out in institution normal working hours which is done in agreement with the institution, but is not contracted to the institution, i.e., private consultancy in institutional time - such as maintenance and development of clinical or professional skills.



Research that does not have an external sponsor or is not expected to lead to an output (or PGR training/supervision)







Notes: 



clinical services provided under knock-for-knock arrangements are not to be recorded here, but under � HYPERLINK  \l "other_clinical_services" ��other_clinical_services�







private � HYPERLINK  \l "consultancy_main" ��consultancy�, carried out in private time, is not to be included here (or anywhere)











� Students studying for equivalent or lower qualifications are now classified as NFPT ( April 2010 Update No. 5)



� The lower level of materiality in this area was set on the introduction of TRAC (T)



� Regulated fees are those defined in Regulation 12 of the Education (Student Support) Regulations 2005 (SI2005 No. 52), as amended.  They can be found under Legislation/UK/Statutory Instruments at  � HYPERLINK "http://www.legislation.gov.uk/uksi/2005/52/contents/made" �http://www.legislation.gov.uk/uksi/2005/52/contents/made�.  Regulated provision also includes some architecture students with regulated fees, for example, and some FT UG students may be personally classified as non-regulated (e.g. where they already have a degree), but it is not a minimum requirement in TRAC for these to be taken into account.



In 2006/07 SI2006 No. 484 came into effect.  This changed the definitions and classifications (in terms of eligibility for student support and therefore regulated fees) but again this level of detail does not need to be taken into account.  The simple classification given above (FT UG as regulated; PT and PGT as non-regulated) can still be used.







� Table 5 of the HESA Finance Record Coding Manual  (see � HYPERLINK "http://www.hesa.ac.uk/manuals/03031/table5a.htm" ��http://www.hesa.ac.uk/manuals/03031/table5a.htm� and ...table5b.htm) summarises data for recording this split.  Variable fees will continue to be classified by level and mode of student (e.g. between FT UG (as regulated) and PT and PGT (as non-regulated).  



It should not be assumed that non-standard PG fees from home/EC students are NPFT – these are generally PFT as they are generally eligible for inclusion in the Funding Councils’ funding models (i.e. they are Funding Council-fundable students), even though they may only receive a small amount of funding from this source.



� HESA Finance Statistics Return and Finance Record Coding Manual: published by HESA Services Ltd



� Frascati Manual 1994: available from HMSO, ISBN 926414142029



� New requirement, introduced December 2008 (see Update issued in that month)



� New requirement, introduced April 2010 (see Update no. 4, in that month)
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Content and Status


This document forms part of the Statement of Requirements.  Compliance is mandatory for all higher education institutions in the UK.  This document CONS-2 will be kept up-to-date.

It should be read with the Statement of Requirements.  It is referred to specifically in point A.2.1 of the Statement of Requirements:  it forms the basis of all of the TRAC requirements.


Despite the use of blue underline to refer to other documents, there are currently no automatic links in place from this document to other documents.  Hyperlinks and embedded documents can be accessed from Appendix 1 of the Statement of Requirements. 

The word should is used in this document to indicate a mandatory requirement.


Source document


This document is based on relevant sections in Part II of the original TRAC Guidance, updated to incorporate any subsequent changes to the Guidance as appropriate.


It has been given the reference ‘ CONS-2 version 4.1’ to match with the Statement of Requirements (version 4.1  September 2011) in which it is referred.  However, there has not been a previous version of CONS-2.


All sections in Part II of the original TRAC Guidance that describe TRAC requirements are either covered in the Statement of Requirements or in this document CONS-2.  


Further information


For further information please contact the TRAC Support Unit on trachelpdesk@kpmg.co.uk or 0115 935 3400.

TRAC Principles and Conventions 






1. Institutions should meet the principles and conventions that have been set down for TRAC.  These ensure that institutions provide, over time, comparable information of sufficiently high quality that: 


· satisfies requirements for accountability and transparency; 


· is appropriate to justify costs to external sponsors; and 


· is appropriate for use internally in institutions. 


2. The principles and conventions are given in rest of this document, CONS-2


Scope of TRAC 


3. TRAC, the Transparent Approach to Costing, provides a single costing method for use by HEIs, for both internal and external purposes. 


All activities


4. TRAC covers the costing of research, teaching, and all other activities of institutions. 


Costs and income 


5. The TRAC approach focuses on costs, which is different from income or funding.   


6. TRAC costs are accompanied by data on income, which is also allocated to activities in accordance with the Guidance (see CONS-4).

7. TRAC costs are also used to produce cost-based prices on some research projects (e.g. for the Research Councils) and to inform prices in other areas (e.g. European Commission research – see Section F of the Statement of Requirements, some courses).


Costs that can inform pricing


8. Costs are different from prices. The focus of TRAC is costing, not pricing. However, costs derived from TRAC can inform prices - see: 


· indirect cost charge-out rates and estates charge-out rates for TRAC fEC and TRAC EC-FP7 (Sections C and F in the Statement of Requirements);


· the estimation of research project costs in TRAC fEC (Section D in the Statement of Requirements);


· the use of TRAC (T) (Section E in the Statement of Requirements) to inform funding councils’ teaching funding methodologies;


· costing and pricing materials that have been published by the JCPSG; and


· various studies which are drawing upon TRAC costs to inform prices – for example for the Department of Health (health professionals education); Training and Development Agency for Schools (initial teacher training education); Research cost relativities (to inform funding councils’ research funding methodologies).


Institutions’ wider costing strategies


9. Information provided under TRAC can provide helpful information for institutions’ strategic financial management and operational financial management – see Policy Overview (CONS-1).

Costing standards 


10. The original Guidance on Annual TRAC described the minimum requirements under 10 costing standards. 


		Costing standards for Annual TRAC

		Statement of Requirements



		1

		annual transparency reporting – accountability for public funds:


· total gross costs of institutional activity on Teaching, Research, Other, as defined under TRAC;


· calculated by a robust method and agreeing with consolidated financial statements;


· signed off by head of institution as representing a fair and reasonable view of the actual costs.

		B.1



		2

		costing for internal purposes and to inform pricing:


· calculation of Teaching, Research and Other activities by department and research sponsor type;


· calculation of Teaching by registered and non-registered activity; and by publicly funded and non-publicly funded activity.

		B.1


and


B.7



		3

		attribution of academic staff costs to activities:


· consistent treatment as direct or Support;


· in-year time allocation, at least on a sample basis, for academic staff.

		B.4



		4

		attribution of other costs to activities:


· direct allocation where possible and cost-effective;


· at least a cost-driver model with four to six robust drivers, verified by surveys etc. for larger cost pools and used consistently.

		B.3


B.6



		5

		cost adjustments:


full economic costs including adjustments for:


· infrastructure costs;


· return for financing and investment;


· no other adjustments to gross costs.

		B.2



		6

		costs in medical and dental schools:


attribute time on clinical services to Teaching, Research, Other and Support, on the basis of the services received from the NHS under knock-for-knock.

		B.4



		7

		review and development:


· time allocation and space usage collected on a rolling three-year basis;


· annual review or update of other cost driver information;


· annual calculation of costs reported under TRAC;


· sponsor rates recalculated every year.

		B.4 and B.5

B.6


B.1

C



		8

		quality assurance:


· management involvement, including appropriate institutional committee confirming compliance with requirements;


· systems integrity


· tests for reasonableness

		A.2

A.1


A.3



		9

		materiality:


· TRAC requirements need not be met if they do not lead to material impact on the data produced;

· institutions with low volumes of Research are eligible for dispensation.

		Statement of Requirements (page (iv))

A.4



		10

		rate calculation:


· institutions should calculate indirect cost rates using as a base the cost information calculated under (1) and (2) above

		C





11. These 10 costing standards relate to Annual TRAC.  There are, in addition, minimum requirements in other areas:


· Income attribution

Section B.7

· Costing research projects
Section D

· Costing teaching

Section E

· Costing FP7 projects

Section F

12. The principles and conventions in this document, CONS-2, are focussed on costs reported under annual TRAC, however, where appropriate they also apply to the four areas listed in the paragraph above.

TRAC principles


13. TRAC is based on several key principles and conventions. The main principles that are followed are: 


· Materiality


· Fair and reasonably stated


· Flexibility and choice


· Consistency of costing treatment


· Auditability


· Definitions of activities


· Development of new requirements 


Materiality


14. Materiality is covered on page (v) of the Statement of Requirements


Fair and reasonably stated


15. Costs should be fair and reasonably stated. They should be calculated with a degree of care relevant to the purpose for which they will be used. They should be such that anyone using them would not be given a misleading picture of the entity (institution, activity, project, programme) that is being costed. 


16. Costing requires judgement: even financial statements include figures based on judgement and reasonable estimates, but this does not detract from their ability to be fairly stated. 


Flexibility and choice


17. TRAC specifies standards or objectives to be achieved, but institutions that wish to go further or faster than the minimum required can do so. 

18. The TRAC Guidance illustrates methods to achieve the requirements of the Transparency Review (annual accountability) and TRAC fEC (research project costing). However, institutions are free to adopt alternative methods provided it can be demonstrated that these meet the minimum requirements. 


Consistency of costing treatment


19. Once TRAC systems and processes are robust, then institutions should use the chosen methods consistently over time. The only changes will be due to refinement or improvement to methods, from: 


· improvements to quality (e.g. in the cost drivers used); 


· introduction of improved practices (e.g. charging more costs as direct on research projects); 


· development in other systems leading to improved accuracy in the TRAC results (e.g. the development of space charging systems). 


Auditability


20. The reported cost figures under annual TRAC should be: 


· based on and reconciled to the audited financial statements; 


· traceable and verifiable (i.e. backed up by auditable data on academic time and other cost drivers); 


· supported by documented processes, consistently applied, with audit trails. 


21. There are specific requirements in TRAC fEC covering the verification and validation of costs, see: 

· internal QA – section A.5 of the Statement of Requirements;

· sponsors' QA procedures – see page (iv) of the Statement of Requirements.

Definitions of activities 


22. Standard definitions of activities should be used.   See Definitions, CONS-10

23. Teaching (T), Research (R) and Other (O) are the activities which generate income or which could potentially generate income. They are the three core activities to be costed and reported under the annual TRAC process. Individual activities within each, such as a teaching programme or research project, can then be costed as a separate process (see, for example, Section E of the Statement of Requirements). 


24. Costs are either attributed directly to the three core activities of T, R, or O, or attributed to a fourth activity, Support (S). All Support costs are then attributed to the three core activities. 


25. The total costs of Teaching activities are analysed between publicly funded (PFT) and non-publicly funded (NPFT) activities. This categorisation refers to the main source of their funding - see Definitions CONS-10. 

26. Further categorisations of PFT costs are made between Funding-Council fundable and non-Funding Council Fundable – see TRAC (T) Definitions CONS-11.

27. Research costs in the annual TRAC process are analysed between seven research sponsor types.  See CONS-10 for definitions of these terms: 


· institution-/own-funded research

· training and supervision of Post Graduate Research Students (PGRs)

External Research Grants and Contracts:

· Research Councils (RCs)


· Other Government Departments (OGDs) 


· EU

· charities 


· industrial/commercial/other overseas 


28. Income is also allocated to Teaching, Research or Other – see CONS-4.  Teaching income is analysed into PFT and NPFT in line with the costs.  Research income is analysed into the seven research sponsor types, plus an eighth research sponsor type:


· Funding council recurrent funding for research

29. Costs are also collected at the level of department, or management unit. These departments are grouped into three subject types or discipline groups: clinical, science, and non-science. 

Development of new costing requirements


30. The principles set out above should be used for all TRAC processes. When new costing requirements are developed under TRAC, such as for TRAC fEC, the following criteria should be met: 


· existing TRAC methods should be used and developed; 


· the new methods should be robust enough to provide the accountability needed (but not spurious accuracy); 


· they should be capable of being implemented quickly and without undue cost or onerous burden for institutions or for other organisations affected by the requirements (e.g. funders, auditors etc.); 


· they should be capable of development/improvement as required; 


· they should be designed to produce fair and reasonable results – for institutions, for each different type of activity, and for each discipline; 


· they should be holistic – i.e. they can be used by institutions for a variety of types of activity as appropriate, including consultancy, commercial contract research, and Teaching programmes; 


· they should produce consistency of output by and between institutions. 


TRAC costing conventions


The main costing conventions are: 


· Audited consolidated financial statements 


· Gross costs 


Audited consolidated financial statements


31. Costs derived from the annual TRAC process should be equal in total, and reconciled, to total expenditure in the audited financial statements, subject only to the cost adjustments specified under TRAC. See Points B.1.1 and B.1.2 in the Statement of Requirements for specific definitions. 


32. The costs therefore follow established accounting concepts and are based on consolidated financial statements. 


33. This means that annual TRAC activity costs for a year are reported after year-end, at the beginning of the following calendar year. Indirect cost rates and estates charges based on these costs are available at the same time. 


Gross costs 


34. All costs should be included at gross levels. They should not be included net of income. 


Adjusted costs 


35. The costs used for the annual TRAC report, and the calculation of indirect costs and estates charges should be those in the financial statements plus two cost adjustments. These are: 


· infrastructure adjustment; and 


· return for financing and investment.

(See Section B.2 in the Statement of Requirements.)

Full costing


36. All costs should be prepared on a full cost basis; including their relevant share of Support or indirect costs. This means that for annual TRAC reporting, all costs are attributed to all relevant activities; and for TRAC fEC all costs of each project are identified. No costs are to be excluded. 


37. Activities should not be costed on a marginal cost basis (where only variable costs are charged to activities). Costing should not be made on the basis of eligible costs only (where costs are only charged to an activity or a project if the sponsor will pay them). 


38. Staff in many institutions undertake activities which are small (in terms of relative time input) and are not considered a ‘core activity’ by the institution. A common example of this is consultancy work which academics are encouraged to carry out to further their experience, maintain their skills and gain some additional income for the department. Irrespective of the size or type of activity (subject to materiality), the costs of all consultancy and other activities carried out for the institution need to be prepared on a full cost basis. 


Absorption costing


39. All T, R and O activities should bear an appropriate share of Support costs. Residences, catering and other trading activities, as part of O, should bear an appropriate share of Support costs. 


Activity based costing


40. TRAC is based on the principles of activity based costing. For further explanation of this concept refer to the costing and pricing materials produced by the JCPSG – see http://www.jcpsg.ac.uk/resources/publications.htm

41. Costs are attributed to activities through either direct allocation, or apportionment using cost pools and cost drivers (see CONS-10 for definitions). 


Cost-plus basis


42. Costs should be provided on a cost-plus basis i.e. including a return for financing and investment – see Section B.2 of the Statement of Requirements. This covers both financing costs and a margin that meets the costs of restructuring and future development needs. 


Costing definitions


43. Standard definitions are used to describe the different methods of attributing costs to activities, projects, departments, and so on. The use of this terminology is particularly important in relation to TRAC fEC. This TRAC Guidance uses these terms consistently: 


cost attribution


directly incurred


directly allocated


apportioned

 See CONS-10 for definitions of these terms.
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