TRAC fEC:  Research Facilities and Laboratory Technicians

Frequently Asked Questions

Following the recent set of workshops on major research facilities and laboratory technicians we have prepared a set of Frequently Asked Questions which consolidates some of the key messages made at those workshops.  It also clarifies the TRAC Guidance in certain areas - in particular stating clearly the new minimum requirement for the number of research facilities to be charged out (see Question 1).

 

 

The changed Guidance on research facilities (described in these FAQs and in the August 2007 TRAC Update) is being incorporated into QAV-METHOD.  Version 2.0 (dated October 2007) of QAV-METHOD will be available shortly on the RCUK website.  I will let you know when it can be accessed.  The changes from the previous version (1.0, dated July 2007) are few and will be easily identifiable.

These questions were raised at the MRF/lab technician workshops run in September 2007.   If you have any queries on the following please contact:

Melanie Burdett

J M Consulting Ltd

director@jmc1.org or 0117 959 3687

24 October 2007

*************

Q1:  I am a Research-intensive institution, must I charge out more than one Major Research Facility (MRF)?

A1:  Research-intensive institutions need to charge out some research facilities directly.  The minimum requirements have now been confirmed as follows:

· an animal house operated under Home Office licence should be charged out as a MRF;

· a minimum of two other facilities should be charged out, but these can be charged as Small Research Facilities - SRFs (i.e. without depreciation or estates costs) or as MRFs.  
It is good practice to charge out more than this.  In practice most institutions will have quite a few SRFs.  These include maintenance contracts on equipment or other ‘access’ costs which academics may be charging out already.  The estimated costs and utilisation, and the charge-out calculation, for all of these facilities now need to be centrally recorded, and you should make sure that no part of these costs is in the estates or indirect cost totals.

‘Research-intensive institution’ can be self-defined – however, the Research Council list of selected institutions who must participate fully in the QAV process provides a useful classification: 

(see http://www.rcuk.ac.uk/cmsweb/downloads/rcuk/documents/top60.pdf).
Q2:  If I have already deducted the costs from my estates costs do I have to do so again?

A2:  No.   The important thing is that you do not charge out more in the year from 1 February 2008 (either directly through a facility rate, or in your estates/indirect cost rates) than you did in 2006/07.  This will avoid any possibility of double charging sponsors, and will avoid inadvertently introducing an ‘equipment infrastructure adjustment’.  TRAC only includes a buildings infrastructure adjustment.
Three examples follow.  The examples are doing two things:

· identifying the charge-out rate (from 1 February 2008) for the facility;

· identifying the adjustment (deduction) that needs to be made from the indirect/estates costs when a facility is going to be directly charged.

Note that indexation is not shown in these examples; and that the research facilities might be MRFs or SRFs, and charged out as DI or DA.

Example 1.  
This example shows the calculations to be made where some costs of a facility were charged out in the current year.

Your research facility costs in 2006/07 were £100k; and you estimate that the costs will be £100k over the next year.  Your academics charged out £50k during 2006/07 and the charges were credited against their department costs.  Only £50k now needs to be deducted from the estates cost rates.

	2006/07 (current year)
	Year from 1 February 2008



	Estates/indirect costs actually incurred
	Costs included in the separately charged out research facility rates
	Estates/indirect costs included in the charge-out rate calculation
	Costs included in the separately charged out research facility rates

	£1000k  estates/ indirect costs
£100k   additional on the facility
(£50k) credit


	£50k (leading to credit on indirect costs, see left)
	£1000k estates/

indirect costs

£100k the 2006/07 recorded facility cost
(£50k) credit

£50k) deduction


	£100k estimated facility cost

	£1050k
	£50k
	£1000k estates/ indirect costs
	£100k estimated facility cost

	Total costs incurred in 2006/07: £1100k
	Total costs included in rates applied from 1/2/08: £1100k.  (The same as in 2006/07)


The total costs charged from 1 February 2008 are the same as those in the current year (2006/07) i.e. £1100k.  No increase in total costs is allowed.
Example 2.  
This example shows the calculations to be made where the forecast costs of the facility are less than the costs currently being incurred.  No costs were charged out in the current year.

Your research facility costs in 2006/07 were £120k; and you estimate that the costs will be £100k over the next year.   Only £100k needs to be deducted from the estates costs.
	2006/07
	Year from 1 February 2008

	Estates/indirect costs actually incurred
	Costs included in the separately charged out research facility rates
	Estates/indirect costs included in the charge-out rate calculation
	Costs included in the separately charged out research facility rates

	£1000k estates/

indirect costs

£120k  additional on the facility

	£0
	£1000k estates/

indirect costs

£120k  the 2006/07 recorded facility cost 
(£100k) deduction


	£100k estimated facility cost


	£1120k
	£0
	£1020k estates/ indirect costs
	£100k estimated facility cost

	Total costs incurred in 2006/07: £1120k
	Total costs included in rates applied from 1/2/08: £1120k.  (The same as in 2006/07)


The total costs charged from 1 February 2008 are the same as those in the current year (2006/07) i.e. £1120k.  No increase in total costs is allowed.

Example 3.  
This example shows the calculations to be made where the forecast costs of the facility are higher than the costs currently being incurred.  No costs were charged out in the current year.

The research facility cost £100k in 2006/07, but will be expanding and will cost £120k in the following year.  All of the £120k needs to be deducted from the estates costs.

	2006/07
	Year from 1 February 2008

	Estates/indirect costs actually incurred
	Costs included in the separately charged out research facility rates
	Estates/indirect costs included in the charge-out rate calculation
	Costs included in the separately charged out research facility rates

	£1000k  estates/ indirect costs

£100k additional on the facility

	£0
	£1000k  estates/ indirect costs

£100k   the 2006/07 recorded facility cost
(£120k)  deduction


	£100k 2006/07 cost

£20k depreciation


	£1100k
	£0
	£980k estates/ indirect costs
	£120k estimated facility cost



	Total costs incurred in 2006/07: £1100k
	Total costs included in rates applied from 1/2/08: £1100k.  The same as in 2006/07


The total costs charged from 1 February 2008 are the same as those in the current year (2006/07) i.e. £1100k.  No increase in total costs is allowed.

Q3:  Am I building up a replacement fund for my MRFs?

A3:  No.  your institution is not building up a replacement fund by charging out depreciation in your MRFs because the depreciation will have been deducted from the estates costs as part of the calculation of the estates rate.  
The introduction of MRFs has just reallocated existing costs, not added new costs (on top of what were in your estates costs).  This applies whether or not the equipment was funded by the Research Councils, SRIF, or from internal sources (or a combination of these).  There is no net increase in income/cash flow to the HEI.
Some institutions may choose to allow departments running MRFs to accumulate these funds but this will depend on internal accounting procedures.

Example 4.  
This example shows the calculations to be made where the forecast costs of the facility include depreciation that is not in the prior year estates costs.  No costs were charged out in the current year.

Research facility costs of £100k were incurred in 2006/07, and included in annual TRAC, however, this did not include depreciation.  (The equipment was purchased four years ago from Research Council and SRIF funds and in accordance with its accounting policies the institution wrote off the costs to its income and expenditure account over three years – the costs were split and appeared under research grants/contract and estates costs.  There is therefore no depreciation in 2006/07 university expenditure nor in annual TRAC.)  

A depreciation charge has now been calculated (based on current replacement cost, actual expected life – longer than three years - and expected utilisation).  This would add a further £20k to the costs that are included in the charge-out rate calculation.

	2006/07
	Year from 1 February 2008

	Estates/indirect costs actually incurred
	Costs included in the separately charged out research facility rates
	Estates/indirect costs included in the charge-out rate calculation
	Costs included in the separately charged out research facility rates 

	£1000k  estates/ indirect costs

£100k additional on the facility

	£0
	£1000k  estates/ indirect costs

£100k   the 2006/07 recorded facility cost
(£120k)  deduction


	£100k 2006/07 cost
£20k depreciation

	£1100k
	£0
	£980k estates/ indirect costs
	£120k estimated facility cost

	Total costs incurred in 2006/07: £1100k
	Total costs included in rates applied from 1/2/08: £1100k.  The same as in 2006/07


The total costs charged from 1 February 2008 are the same as those in the current year (2006/07) i.e. £1100k.  No increase in total costs is allowed.

Q4:  A new research assistant, wholly funded through a research grant in 2008, will be working 40% of their time on a research facility which we plan to charge out separately from 1/2/08.  Should the facility costs include the 40% RA salary?
Q4:  They could - including these RA costs on the research facility helps to build up a full economic cost of that facility.  There would be no double-charging of costs to sponsors as you would then deduct all of the faculty costs (including the RA salary) from your estates costs.  However, as these RA costs are also being charged to a project, this type of treatment can add significantly to confusion and misunderstanding and institutions would be wise to avoid it
Q5:  Can I change what I am charging out midyear (i.e. change from MRF to SRF, or cease charging out a facility, or start charging out a facility).

A5:  Yes.  By 1 February of each year you should plan your approach on research facilities and make your best estimate of what you plan to do in terms of introducing or changing the way you charge out during the forthcoming year.  You should ensure the estates rate for 1 February is adjusted to take account of this.  You would not then alter your estates rate during the year as you introduce or reclassify your research facilities.  
However, making changes in the classification of any one research facility should be kept to a minimum, as any potential for double-charging needs to be carefully thought through and avoided.

Q6:  My institution has a ship.  Can it be charged out as SRF?

A6:  Yes.  You should consider charging it out as a MRF if it is costs more than £300k p.a. or has a replacement cost of more than £300k, but you can alternatively charge it out as an SRF if that is more helpful to your institution as they manage, account for and charge for this facility.

Q7:  Some institutions will be charging a facility out as a MRF, and other institutions will leave it in their estates rate.  This will lead to different cost totals on projects which might have similar research objectives and methods.  Will the Research Councils be taking this into account when reviewing applications?

A7:  The Research Councils are foremost concerned with the excellence of the science.  They are also interested in ensuring that the resources necessary to carry out excellent science (technician hours, research assistant grades, use of relevant facilities, etc) have been included and are justified.  Value for money is a final criterion that may be taken into account when comparing bids of similar merit. 
Q8:  What evidence of estimates of likely use, replacement cost, laboratory technicians time etc will the QAV team ask to see?

A8:  It is good practice to have a record of the estimate that has been made.  An email or note of a conversation with an informed Head of Department, Head Technician, Resources Manager etc, will suffice.  For DA facilities, there is no need to maintain records of utilisation.  Estimates should be no more than three years old.

Q9:  Is it better to charge out a research facility as DI or DA?

A9:  DI is more useful to you as:

· All DI costs can be vired;

· Academics will be charged as they use a facility.  This will encourage them to put the costs on their research project applications; and therefore to plan for its use and to alert the managers of the facilities for their requirements in advance;

· Charges will be made to pre-fEC projects for any use they make as well.  This could possibly lead to recovering some of these costs;

· You will have good records of use available that should help with the management of the equipment

However, DI is more burdensome, as records of actual use need to be kept, and charges need to be made to projects on the basis of this actual use.

Institutions do not have to DI either research facilities or laboratory technicians if this is too burdensome.  They can alternatively be charged as DA.
Q10:  I don’t feel ready to charge out any research facilities directly, even by 1 February 2008.  What is the potential risk of non-compliance?

A10:  If you have an animal house, and it is not charged as a MRF, sponsors may not accept your application.

The QAV process will be assessing compliance (see Sections C.3 and C.5 of QAV-METHOD).  If you are a research-intensive institution and not compliant then you would need to be classified as ‘unsatisfactory’ (level 3) in this area.   See question 11 for potential sanctions.

However, it is unlikely that you will not be charging out any research facility.  Remember that a maintenance contract on a facility currently being charged out by academics is considered to be a ‘research facility’ - and therefore needs to be robustly charged out as a SRF.  So if you have two of these (see Q1) they would need to become SRFs and you would meet the minimum requirements.
Q11:  What if I get something wrong in all of this, and the QAV team classify us as at level 3 (‘unsatisfactory – significant outstanding areas’)?

A11:  The impact on a Research charge-out rate would need to be 10% or more for a level 3 assessment to be made on either the laboratory technician sub-section (C.3 of QAV-METHOD) or on the research facilities sub-section (C.5).  The affected rate(s) might be one or more of: the DI charge-out rate(s), the DA lab technician charge-out rate(s), a DI or DA rate for a specific research facility, an estates rate, the indirect cost rate.  The policy on sanctions is not yet finalised, but it is likely to take into account compensating errors (e.g. if one rate was under-stated, and another over-stated, this is unlikely to lead to sanctions if the net impact is less than 10%). 

If the impact on a rate is less than 10%, it would be assessed at level 2 (‘satisfactory – minor development issues’).  

If this impact is above 5% (but less than 10%) it would, however, be included in the overall assessment of an institution’s compliance (see point 9 of Section A of QAV-METHOD).  Here, the total net financial impact of all individual points assessed as level 2 is calculated to see whether it is more than 10% of total estates/indirect costs or FTEs used in the rate calculations.

Q12:  Can I just take my 2006-07 DI laboratory technician cost figure as DI, and then all the other lab technician costs will become the total infrastructure cost?

A12:  No.  You need to analyse your laboratory technician costs (informed by a survey) in order to:

a) allocate these costs between Teaching, Research, and Other for annual TRAC and for (b) below;

b) identify the infrastructure cost (to allow the calculation of a charge-out rate);

c) identify which staff will be completing timesheets.

This survey would identify:

· time spent supporting Research projects to be charged as either DI or DA pool; 

· time spent supporting PGR projects and institution/own-funded Research work which would be allocated directly to those activities and not to Research infrastructure; 

· time spent supporting Teaching and Other which would be chargeable to those activities, and not to Research.  

Infrastructure only covers activities that cannot be directly identified with a specific user of the laboratories – e.g. health and safety, equipment purchase, set-up or maintenance, hazardous materials handling, administration.  This infrastructure time is then allocated between R, T and O.  The R element is used to calculate the infrastructure rate for Research.

Q13:  If I will be employing a new technician in the year starting 1 February 2008, do I need to reflect this in my February 2008 rates?

A13:  The costs of all relevant technicians employed in 2006/07 should be excluded from the laboratory estates costs used to calculate the 1 February 2008 rate.

The survey of 2006/07 technicians is used to calculate the infrastructure rate.  New technicians employed from 1 February do not affect the 1 February technician infrastructure rate but will impact on the following year’s data and rates.  This will also be true if you are not replacing a technician post and therefore reducing overall technician costs.
DI and DA estimates on projects should be based on the expertise required to support the research work.  Any new technicians employed from 1 February 2008 will not affect the indirect or estates rates being applied. 

Q14:  Do my DI laboratory technicians need to complete monthly or quarterly timesheets?

A14:  The minimum requirement in the TRAC Guidance (Part V, Section D, paragraph 14) is ‘at least quarterly’.  However, monthly timesheets reflect good practice, and will be required by the EC under FP7.

Q15:  Do I need to use 1650 hours for my technicians hourly charge-out rate?

A15:  This is now a minimum requirement.  

Q16:  At what price levels should I quote my DI and DA rates?

A16:  For applications to the RCs, indirect and estates costs and DA infrastructure rates should be indexed by two years (i.e. 2006/07 costs times two years inflation).

All other DI and DA rates, including for research facilities and laboratory technicians, should be at current price levels – those prevailing at the date that the bid is submitted.

Q17:  Is the Guidance going to change over the next couple of years?  Specifically, will charging of some facilities as a MRF or SRF be made mandatory?

A17:  This is very unlikely.  The BUFDG Costing and Pricing Group and the Research Councils will both be studying implementation of the Guidance in these areas over the next year or so – the main aim will be to ensure that the Guidance is achieving the objectives that it sought to achieve, and there are no perverse consequences for HEIs.

