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TRAC
Update to the Guidance

July 2006

The following changes to the TRAC Guidance should be followed by all institutions as they report their costs and income for 2005/06 (in January 2007) and prepare their indirect cost and estates rates for Research using that data (for 1 February 2007), and in subsequent years.

These changes were approved at the BUFDG Costing and Pricing Group on 16 June 2006, and by the Funding Councils.

The references in this document are to the Consolidated TRAC Guidance issued by the JCPSG in June 2005, accessible on http://www.jcpsg.ac.uk/guidance/index.htm
This Update has been prepared for the BUFDG Costing and Pricing Group and the Funding Councils by J M Consulting Ltd, as convenor of its Technical Advisory Group.  All questions on its content should, however, be directed at the relevant HelpDesk in the Funding Council.

There are three parts to this Update:

A. Changes to the Guidance in specific areas; 
B. Revised Guidance on the Cost Adjustments – replacing the existing Annex 15.  (This consists of a word document and an excel spreadsheet containing two worksheets);

C. An update on the Income Allocation Guidance (Annex 16):

a) the schedule showing how each type of income is to be allocated;

b) the table listing the HE Funding Council recurrent grants and special initiatives for 2005-06, and showing how they should be allocated;
c) the annual TRAC return for 2005-06.
(This consists of two spreadsheets, one of which contains two worksheets.)

Worked examples (on laboratory technicians and research facilities); an update to the SuperIndex; and an aide memoire to institutions; will be issued in the Autumn.  (These will not contain any new Guidance)
This Update does not cover TRAC (T) which is initially being implemented in England and Northern Ireland.  Guidance for this area will be available at the beginning of October.   Further information on TRAC (T) development is available on http://www.hefce.ac.uk/learning/funding/trac/
TRAC 

A.  Update to the Guidance:  Changes in specific areas
     July 2006

1.  PFT classification as regulated or non-regulated activity
This introduces a requirement to classify Publicly-funded Teaching (PFT) activities into regulated and non-regulated provision, to improve the understanding of the surplus/deficit results on PFT for the institution as a whole.  This classification need only be done for the whole institution, using high-level definitions and broad apportionments.  There is no requirement to review academic time collection, any other cost drivers or parts of the TRAC model (although this would be good practice).

	Part III – Annual TRAC

Section B:  Minimum requirements

The minimum requirements are:
The costs and income assigned to PFT provision should be analysed between provision with regulated fees and provision with non-regulated fees.
Allocations of costs between regulated and non-regulated provision should take into account the different costs of subjects.
Annex 6:  Definitions

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.



	Section C:  Staff costs

Institutions do not need to change their current allocations and apportionments.  
Section D:  All other costs

Chapter D.3 Further levels of attribution

Once PFT costs have been established, they are should be split into regulated and non-regulated.  This can be done using a high-level apportionment.  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.

It is good practice:

(a) to make the apportionments at the level of department or Faculty so that actual subject differentials are reflected; 
(b) more robustly to identify the costs of PGT or PT provision separately from that of UG provision; and
(c) to take into account non-subject related costs in either type of provision, such as widening participation.  
Some institutions are for example identifying the costs of PGT provision separately, and robustly, to assist their own planning and decision-making.  However, none of this good practice is a minimum requirement.
  

Section F  Income allocation

PFT income also needs to be classified as regulated and non-regulated.  

Actual fees of FT UG students (and PGCE students) should be reported under regulated provision.  Actual fees of PT students and PGT students should be reported under non-regulated provision.  This split can be obtained from HESA Table 5.
  Institutions will 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 should be split between that for FT UG; and that for PT and PGT, fundable students.  This should take 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 students (such as the part-time and long course premiums from HEFCE) should be 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 should be 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.




2.  Short courses for public bodies are PFT

This provides clarification whether short courses provided to public bodies which are not award/credit bearing (and therefore receive no funding from the Funding Councils for example) are to recorded under PFT or NPFT.  
	Part III - Annual TRAC

Annex 6: Definitions
All courses fundable (as least in part) by public bodies should be reported under PFT, whether or not they are award/credit-bearing.  




3.  When estates rates are not to be charged
Estates rates are currently not charged to a research project where all of the work is taking place off-campus. This has changed.  Now, if an individual works offsite for six months or more in aggregate during a project then no estates rate should be applied for that period of time, for the rest of the project an estates rate should be applied.
	Part IV – Charge-out rates
Section E:  Estates charges

Chapter E.3  Applying the £/FTE rate

Replace paragraph 10, third bullet 

· if all of the work is taking place off-campus, then no estates charge should be applied

with

· if an individual works offsite for six months or more in aggregate during a project then no estates rate should be applied for that period of time.




4. Justification for DA technicians working on specific projects
The Guidance currently requires the calculation of only one laboratory technician DA rate.  The Research Councils require institutions to split this DA charge in the commentary provided as part of research grant applications between  (a) pool technicians working on several projects without timesheets (which require peer review approval); and (b) those providing infrastructure support (no peer review approval necessary).   For example, a £7k DA charge onto a project might be accompanied by the following: “£2k for pool technician, part of research infrastructure charged across all projects; plus £5k for technician working two hours a week on sample analysis – this is needed because…” 

It is appropriate for this justification to be requested, and it should help institutions better to understand the use of their technicians, irrespective of whether they are (technically) DI or DA.  

But it will not be helpful for academics to try to unpick a single DA rate.  And the split that results will not be robust.  Therefore, institutions are now required to calculate two DA laboratory technician rates – one for general infrastructure support (no justification) and one for those working on specific projects (justification).  

Where institutions use two DA rates – one for pool technicians working on several projects without timesheets; and one for those providing infrastructure support – the RCs still only require one DA charge to be recorded (within ‘other DA’ under ’shared staff costs’).  As stated above, charges calculated from the first rate require justification.  Justification for DA laboratory technicians does not mean timesheets, just a commentary along the lines illustrated above.  Institutions may, however, now find it easier to ensure that all technicians working on specific projects complete timesheets and are therefore recorded as DI, and therefore just use one DA rate for infrastructure support.
The worked example (Annex 17) will be updated in Autumn 2006 to illustrate this.

	Part IV - Charge-out rates 

Chapter G.1  Laboratory technicians

DA rates are used to charge the costs of laboratory technicians to research projects who are part of a shared or pooled team, do not complete project timesheets, and are therefore not chargeable as a DI cost.

Two categories of DA laboratory technician are currently identified in the Guidance:

a) those who work on several projects, but do not complete timesheets;

b) those who provide infrastructure support or services to laboratories, including in health and safety, storeroom/supplies, hazardous materials handling, laboratory equipment maintenance, carpentry or in administration.
Two DA rates should be calculated, covering these two categories of staff.
The rate for category (a) would include an estimate of the costs of the time of staff when they work directly on a project, institution-own-funded Research or in support of a PGR student.   This would be divided by the time worked on these specific activities, to provide a rate per day, week or month of their time.   PIs would estimate the amount of time required from these staff, as they do for DI staff, and charge this as a DA cost.  This would allow them easily to provide the estimate of time, cost and justification that the Research Councils require.

It may be easier for institutions to require all such staff to complete timesheets, and charge them all as a DI cost, removing the need for two DA charge-out rates.
The rate for category (b) would include an estimate of the:

· total costs of technicians providing infrastructure support – category (b); 

but also (as now):

· costs of DI staff for the time they are not working directly on a research project institution-own funded Research, or in support of a PGR student; 

with addition of:
· costs of DA staff (category (a)) for the time they are not working directly on a research project institution-own funded Research, or in support of a PGR student;

This second DA rate (b) could still be calculated by the method described in the Guidance i.e. total costs divided by Research FTEs, and charged to projects based on a £ per academic/research staff FTE.  

The Guidance gives a simple example of estimating the costs of laboratory technicians (para 15) – calculating the DA laboratory technician costs per researcher, for each of laboratory and non-laboratory departments, and taking the differential to be the costs that need to be included in the DA laboratory technician rate applied in laboratory departments.  This method could still be used to calculate the category (b) rate – the costs of the DA staff time working on specific projects would just now need to be specifically deducted.



5.  Classification of costs as DI

In the first few months of TRAC fEC implementation, the Research Councils have had to re-categorise different types of cost on research grant applications from the DI to the DA category.  The following provides clarification to prevent the need for these adjustments.

	Part V- TRAC fEC

Section D:  Estimating other costs



	a)  Office consumables e.g. photocopying, printing, stationery, computer consumables 

When specific items required by a project can be separately identified and justified they should be DI.  But a de minimus approach should apply and the generality of projects do not need significant, or vastly different, quantities of office consumables, which should be indirect costs.  This would generally apply to photocopying, printing, postage, general transport costs, stationery, computer consumables, telephone costs etc.  

Specific items of this type would however be charged as DI where use by a particular project is exceptional, e.g. high electricity usages, surveys, etc.  These costs would then need justification in relation to the research need; and of course an audit trail should be provided.



	b) Stores issues

‘Stores issues’ should be DA not DI, where they are not sufficiently specific to one project (e.g. all projects are charged the same quantity per FTE or other proxy, or it is just called a ‘stores recharge or issue’).  

But if it is charged on the basis of counted usage (auditable) then it can be DI.  So if 1000 of a specific item is purchased, such as ‘electronic components’ or ‘chemicals’ and a project uses 200 at the average price of the original purchase, that can be DI.  They would of course need to be justified on the application.   The audit trails would need to be robust and as specific as the application was.



	c) Biological Services 

External purchase of biological services (including the purchase of animals) should be DI.  But internal hospitality is an allocated charge.  Specific costs are unlikely to be recharged, and the costs are spread across users, hence they should be DA.



	d) Ethics committees

In general such committees will be an indirect cost, if carried out before the funding approval.  However, if the ethics approval is carried out after funding approval (which is required by some ethics committees) or it is a charge by an external ethics committee, then it should be DA. 

If it also relates to a single project it could be DI, but there would need to be an audit trail, including an invoice for the external ethics committee’s charge.




6.  Clarification on the price levels to be used when applying for a Research Council project
Care should be taken that costs are expressed at the right price levels in research project applications.  The Research Councils require costs to be quoted at ‘current’ price levels, not ‘year one’ prices.  The latter term is more commonly used in the Guidance.  
	Part V – TRAC fEC

Section E:  The fEC total

Indexing to year one
Research project applications made to the Research Councils should be prepared using current year costs, which are unlikely to be the same costs or price levels that will occur in year one of the project or from the start date.  
‘Current year costs’ relate to the price levels prevailing in the year in which the application is being made.  
These costs should therefore be established as follows:

· Non-pay costs should be at current prices, not indexed to the expected start date;
· DI staff should be on current salary scales, taking account of known increments;
· Promotions for DI staff should only be included if known, and justified by the project, i.e. the project effectively needs two grades of staff given the different jobs required;
· Staff working less than 100% on projects should be DA, unless evidenced appropriately.  DA staff, including investigators, should be costed on current scales adjusted to include average increments for the whole project,  but no indexation to start date.  (This can be complicated for institutions using bands for DA staff.);
· DA staff pay should include any likely increases resulting from pay modernisation etc;
· However, promotions and performance related pay for DA and DI staff should only be included in project cost estimates where they are reasonably certain (not ‘just in case’); 

· And promotions on DI staff not initially included in the costings can not be included subsequently in the indirect costs – they are a direct cost, irrespective of whether they were included in the project or not.  (A UCEA letter February 2005 that covered this was not correct in this respect.);
· Indirect and estates charge-out rates are based on historical costs that should contain two whole years of indexation before the costs are quoted on an application to the Research Council (this follows the logic given in paragraphs 4 and 5 of the Guidance).
For research project applications to other sponsors (unless there are specific instructions from them to the contrary), costs should be quoted that include indexation up to year one and then throughout the project life.




7.  TRAC (T)

The introduction of TRAC (T) initially for England and NI in 2006.

	Part VI - Costing other activities

References to Teaching are removed.  Parts VII and VIII will cover TRAC for Teaching – TRAC (T) which is initially being developed for England and Northern Ireland.  These are to be issued in October 2006.




TRAC 

B.  Revised cost adjustments guidance
     July 2006

The cost adjustments guidance that was included as Annex 15 in the 2005 Consolidated TRAC Guidance, has been revised, and a replacement is given as part of this Update.
The Cost of Capital Employed (COCE) is replaced by the Return for Financing and Investment (RFI), for which different calculations are required.  The Estates Management Database (EMS) insured replacement value is to be used when calculating the infrastructure adjustment.  This replacement Annex also provides a consolidation of all previous guidance.
TRAC 

C.  An update on the Income Allocation Guidance
     July 2006

An Update of the Income Allocation Guidance (Annex 16) is now available: 
a) the schedule showing how each type of income is to be allocated;

b) the table listing the HE Funding Councils’ recurrent grants and special initiatives for 2005-06, and showing how they should be allocated;

c) the annual TRAC return for 2005-06;

These should be used for allocating and reporting 2005/06 data, by 31 January 2007.

� Regulated fees are those defined in Regulation 12 of the Education (Student Support) Regulations 2005 (SI2005 No. 52), as amended.  They can be found on the OPSI web-site – � HYPERLINK "http://www.opsi.gov.uk" ��www.opsi.gov.uk�, under Legislation/UK/Statutory Instruments.  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 comes into effect.  This changes 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.


� TRAC (T) does not add any further requirements to this area – under Stage One of TRAC (T) PGT students are not costed separately; the differential costs of PT provision use a proxy (not actual costs); there is no requirement to record or report costs split between regulated/non-regulated provision for HEFCE-fundable T, or by department; and the differential costs of WP and non-subject related activities do not have to be taken into account in the regulated/non-regulated split.





� Table 5 of the HESA Finance Record Coding Manual  (see


 � HYPERLINK "http://www.hesa.ac.uk/manuals/03031/table5a.htm and ... table5b.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.


� see   http://www.hefce.ac.uk/learning/funding/trac/   for further information





