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TRAC Update No. 5 
Introduction

This Update is the second of two Updates issued in April.  Update No. 4 covered academic time allocation.  This Update addresses other areas:
· it aims to improve the utility of TRAC in reporting institutional sustainability by reviewing the reporting of the RFI (section 1);
· it aims to improve the reporting of data against the research sponsor types further – specifically,  the reporting of block grant research income from the funding councils (section 2) and costs/income on post-graduate research student (PGR) activity (section 3).  Data in the PGR research sponsor type are coming under increased scrutiny and further Guidance may be issued in due course to improve robustness;

· it issues reminders (and some new Guidance) in a range of other areas that have mainly arisen from the QAV Review (sections 4 and 5).
Areas of new TRAC Guidance are indicated in blue.   They are summarised below.  The Statement of Requirements
 is being updated to incorporate these changes and will be issued shortly.  Reminders of existing Guidance are sometimes also included in blue italics to ensure they too are noted.

All institutions need to implement each new requirement in this Update unless stated.

Members of the Support Unit will assist TRAC Practitioners to understand these new requirements by discussing them at the Self-Help Group meetings over the coming months.  It is as important that Finance Directors, TRAC Steering Groups, senior institutional managers, and individual academics and heads of academic departments understand these changes, and the purpose behind them.  The TRAC Development (TDG) will be endeavouring to communicate this to these audiences over the coming months.  However, TRAC Managers should start discussions at the next meeting of their TRAC Steering Group.
Contents
This Update contains new requirements, and reminders of existing requirements.  They are covered under the following Sections:

1. Understanding sustainability and the Return for Financing and Investment

2. The reporting of block grant research income from the funding councils
3. PGR research sponsor type
4. Some reminders and clarifications
5. Minority interest, endowments, joint ventures
1 Understanding sustainability and the Return for Financing and Investment
1.1 There is increasing pressure on public funding of teaching and research, and pressure for efficiency – particularly of fEC funded public good research.  The government has provided additional funding with the aim of making research more sustainable, and wishes to see some evidence that this outcome is being achieved.  The fEC Task Group, chaired by Professor Wakeham
 has been tasked with looking for such evidence. 

1.2 TRAC costs which include the Return for Financing and Investment (RFI) suggest that many institutions are in deficit on a full economic cost basis, and so would be expected to be unsustainable.  However, the RFI is a proxy, and is not sophisticated enough to indicate differences between types of institution, or to show improvement in the position, as institutions invest in a way that might be expected to improve sustainability.  Alternative metrics are now being investigated.

1.3 A project is planned by TDG which will obtain a better understanding of the factors that affect sustainability and of the indicators of sustainability that can be used in different institutions.  The project will go on to test whether it is possible, based on this type of information to derive indicators that can be used at a national level:
· as general indicators of sustainability or distance from sustainability for different types of institution and/or for the sector as a whole;

· to indicate progress towards sustainability 

· to test the reasonableness of the RFI adjustment used in calculating TRAC full economic costs.

1.4 Whether or not an institution participates in this project, the way they can assess sustainability is an important strategic issue.  It is suggested that it is discussed at every TRAC Steering Group and also referred to each Senior Management Team and Board of Governors.

1.5 Stuart Palmer’s letter of 8 March 
  invited institutions to participate in the TDG project, which should take place during 2010.  More information will be made available shortly.

1.6 In the meantime, the RFI will be reported slightly differently in the annual TRAC return.  The calculation will stay the same.   For 2009/10 results the annual return will show costs from the annual Financial Statements plus the infrastructure cost adjustment, the total of which will be termed ‘short-run operating costs’.  The RFI will then be added, and the new total will be termed ‘long-run sustainable costs’: it will continue to be regarded as the full economic cost (fEC).  Institutions do not need to make any changes to their TRAC methods to comply with this new requirement.

1.7 The RFI as currently calculated continues to form part of the indirect and estates rates.

2 The reporting of block grant research income
2.1 As part of the imperative for funding bodies to understand better the sustainability of Research, two elements currently reported under the institution/own funded research sponsor type are being separated.  Block grant research income received from the funding councils is to be reported separately from institution/own funded Research costs.  The aim is to help clarify the national picture on research deficits and sources of funding and to inform government policy as a result.
2.2 Currently, all block grant research income from the funding councils is allocated to institution/own funded research (I/O).  This includes:
· all HEFCE quality-related funding, including the Charity Support Element and the Business Research Element, the Research Capability Fund, and the extra costs of provision in London;  SFC’s Research Excellence Grant (REG); and DELNI’s and HEFCW’s QR funding;
· all postgraduate research funding from the funding councils – including HEFCE’s Research Degree Programme Supervision Fund, HEFCW’s Postgraduate Research Training allocation, and both elements of SFC’s Research Postgraduate grant (RPG).
2.3 All block grant research income - including postgraduate student schemes - should now be reported separately in an eighth research sponsor type.
  No costs should be reported against this income.  Institution/own funded Research costs will show no recurrent Research income from the funding councils (there may be a residual income shown in that research sponsor type from, for example, release of capital grants, or endowments).  None of the block grant recurrent income should be reported against PGRs.
2.4 It is expected that institutions will continue to allocate this block grant research income from the funding councils across research sponsor types internally in a way that is useful for their internal planning and management.  This is unlikely to be the same way that is reported in the annual TRAC return (paragraph 2.3 above).  For example, recurrent funding may be internally allocated to I/O projects – however, under TRAC, the funding will be reported under the new block grant research income sponsor type, and the costs under I/O.  Only where the funding is not part of the block grant, and is ring-fenced to a project by the funding body itself, would it be reported against I/O or an external research funded sponsor type.
No changes to TRAC systems or methods are required to comply with this requirement.  It is to be implemented by all institutions in the January 2011 annual TRAC return.

3 PGR research sponsor type

3.1 This Section aims to improve the quality of the data reported against the PGR research sponsor type.   The PGR research sponsor type is one of the eight research sponsor types (see footnote above).   As stated in paragraph 4.1 in Update 4 (which requires robust allocation of academic staff time to all research sponsor types) there is an increasing urgency to improve institutions’, and funders’, understanding of the sustainability of Research.  Data on every research sponsor type needs to be robust.

3.2 Three areas are covered in this Section:

i. Matching PGR income and costs and reporting them under PGRs
ii. Ensuring all allocations are made robustly

iii. Improving the allocation of Support costs 

3.3 These requirements are to be implemented by all institutions, except those eligible for and applying dispensation, by the end of the 2009/10 financial year (January 2011 TRAC annual report).
3.4 It deals solely with the allocation of income and costs in annual TRAC to the PGR research sponsor type (which will impact on the income and costs allocated in annual TRAC to the externally sponsored research types, and possibly on the allocation of costs between Research and Teaching).  The Guidance here might lead to an alteration in the costs allocated to Research and thus the overall level of Research costs in the indirect and estates cost rate.  However, (a) there is nothing in this section that changes the way the indirect and estates cost rates are calculated – PGR student numbers remain, weighted, in the denominator as set out in the Statement of Requirements point C.1.7; (b) similarly, there is no change to the definition of PGR activity under TRAC.
3.5 The income and costs reported to the PGR research sponsor type are known to be of poor quality in many institutions.  This arises mainly because, under TRAC, income and costs may be reported either under the PGR category or under an externally-funded research category.  
3.6 The income allocation Guidance (Annex 16) illustrates this.  It states that all fees on PGR students are to be allocated against the PGR research sponsor type (referred to in the Annex as R-PGR) yet the Annex then includes a Note:

	
	


Where a PGR fee is an inherent part of a research project (e.g. some project studentships

funded by the Research Councils) then that fee income would follow HESA allocation

guidelines and would have been reported under Research Grants and Contracts, not

under Tuition Fees and Education Grants and Contracts.  In this case the fee income will

be allocated in accordance with research grants (e.g. to R-RCs, not R-PGRs).

Similarly, where the CASE  element of the income received [from the Research Councils] in relation to a research studentship cannot be separately identified, that income would be

reported under the relevant Research Grant and Contract source, rather than R (PGRs).

All income relating to PGRs, e.g. Doctoral Training Accounts, bench fees etc, should be allocated to R-PGRs.

3.7 There is inconsistent recording of PGR income and costs both inside institutions and across the sector.  Practice varies across the sector– for example, in some institutions stipends are part of staff costs (and cannot be easily identified); in other institutions, they are non-salary costs; in some institutions the costs of some types of studentship do not appear on their Income and Expenditure Statements at all (they are treated as ‘Agency’ payments).  Some institutions record academic staff time on RC-funded studentships under the PGR sponsor category (yet record fee income under the RC sponsor category):  there can be a further mismatch when indirect/estates costs that relate to PGR students are recorded in a separate place to their stipends or fees.  Some institutions record all income under the PGR research sponsor type, including that sponsored by the Research Councils – others allocate the latter to the RC-sponsor type.
3.8 As a result it is difficult to understand results being reported under the PGR research sponsor type.  This is illustrated by the past two years TRAC results (to 2008/09), where, nationally, PGR income reported under TRAC increased by 26%, but PGR student numbers only increased by 4%.
3.9 This variable, and poor quality, reporting is made worse because of some institutions do not adequately allocate Support costs to PGR students (despite their being considered, under TRAC, as drivers of costs alongside academics and research assistants – i.e. they are included in the denominator of the Research indirect/estates cost rates).  The deficits on PGR students are understated in these institutions.
i. Matching PGR income and costs and reporting them under PGRs
3.10 To help to improve the quality of reporting, one change is being made to the TRAC minimum requirements on the reporting of income and costs that relate to the PGR student activity.  
a. Where they can be readily identified and reallocated, all income and costs relating to PGR activity should be recorded under the PGR research sponsor type, not the externally funded research sponsor types.  Specifically:
· the income would include fee income (from students or research sponsors), stipends/maintenance payments, and fee remissions.   The sole exception remains the recurrent Research funding from the funding councils, which is reported under the new eighth research sponsor type (Section 2).  

· the costs would include scholarships/bursaries, maintenance payments, academic staff time supervising PGRs, indirect and estates costs on that time, and indirect and estates costs on the PGR student themselves.

(This changes the current income allocation guidance in Annex 16, and also means that the income and (direct) costs in externally funded research sponsor types are no longer the same as those in HESA.)
Note that income and costs relating to PGRs working on Other projects (i.e. services rendered or trading, and not Research) should be allocated to Other.
b. 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 should be reported against the same research sponsor type as the stipend income that is covering them.
c. If neither of the allocations described above (a. and b.) can be done without (in the view of the institution’s TRAC Steering Group) significant burden being added to the institution, then they should at least improve their understanding of the recovery relating to PGR students, see next paragraph.
3.11 To improve their understanding of the recovery on the training and supervision of PGR students, institutions could: 

· complete the table (Figure 1) and consider what this does to the results that they are reporting in the PGR research sponsor type and in externally funded research sponsor types such as that for the Research Councils;

· change any inappropriate allocations that are identified through this (see next paragraph);  

· make a high level estimate of the costs and income that are not reported in the I&E, or are not in the PGR research sponsor type (e.g. numbers of students multiplied by average studentship fee, stipend and indirect/estates cost, leading to an indicative total for PGR income or costs that are reported elsewhere);

· combine this with the costs and income they are reporting in the PGR research type; which would allow them to understand better their surplus/deficit position on PGR activity (and on RC-funded activity).  This would be reported and understood internally, but not lead to any change in the annual TRAC return.  (However, if it is helpful to institutions, a supplementary voluntary question may be added to the annual TRAC return in due course to improve the quality of the benchmarked data and its utility to institutions.) 
3.12 To inform benchmarking comparisons, the annual TRAC return is likely to include a box to indicate whether an institution has been able to report all PGR income and costs under the PGR research sponsor type (i.e. followed method (a) in paragraph 3.10).
ii. Ensuring all allocations are made robustly

3.13 Institutions should correct any allocations that are obviously inappropriate.  Several examples are given below.  These are based on real institutions’ experiences.  There is no new Guidance given in the points below, it is all reiteration of existing Guidance:

· under no circumstances should scholarship or stipends paid to PGR stipends form part of the Support costs of Research – they should be a direct cost, they should not form part of the indirect costs of Research or appear in the Research indirect cost rates;

· if an institution allocates some studentship payments across research sponsor types according to proxies, this should be changed so that they are recorded against the PGR research sponsor type;
· institutionally-funded bursaries for PGR students should be allocated to Research and then R-PGR, not Teaching;
· fees are income.  Fees are not costs and should not be recorded as costs under TRAC.  The costs of PGR activity (partially covered by fees) are represented by the academic staff time supervising PGR students, and indirect/estates costs, as well as any consumables, travel, etc;

· funding council recurrent Research income (e.g. the Research Postgraduate Grant) should not be recorded against the PGR research sponsor type – it should be recorded against the new, eighth, research sponsor type (see Section 2).

iii. Improving the allocation of Support costs 

3.14 Institutions should also carefully consider the cost drivers they are using to ensure that they have taken PGR students fully into account as costs are allocated to Research, and between research sponsor types.  Institutions could calculate a notional indirect/estates cost per PGR student, based purely on the costs allocated to PGR students (excluding the indirect/estates costs that are linked to the academic staff supervision time).  
3.15 This could then be reviewed for reasonableness – for example by comparing with the full indirect/estates cost rate calculated for a research assistant/academic FTE, or by comparing elements of this with the indirect/estates costs per taught student (the optional parts of the TRAC (T) return provide this).  Differences in the types or levels of cost per FTE can be investigated and confirmed for reasonableness.  For example, if PGR students are interchangeable with research assistants on some projects, it is reasonable to think that the indirect and estates costs allocated to them in annual TRAC would be broadly the same.
3.16 The following examples illustrate corrections that are required to methods currently used in some institutions.  They will not apply to all institutions:
· where the cost driver model treats PGR students as if they are taught students (i.e. each carries a weighting of one), then the appropriateness of this should be considered carefully.  The types of costs in each cost pool, as well as the cost drivers, are both relevant here.  It may be more appropriate for them to be treated as equivalent to a Research Assistant (they are often ‘an alternative to a RA on a project’) and that is likely to alter the indirect/estates costs allocated to the PGR research sponsor type.
· when space costs are allocated between Teaching and Research the space used by PGR students should be specifically taken into account in the allocation to Research.  The PGR share should be allocated firstly to Research, and next to the PGR research sponsor type.  Space should not be allocated to the PGR research sponsor type purely on the basis of academic staff time supervising those students;
· when costs such as libraries or academic department non-pay costs are allocated to Research, the librarian and relevant heads of department should be reminded specifically to consider the need of PGR students for books, periodicals and other resources and services.  

· if Research costs are allocated between research sponsor types on the basis of direct costs (or ‘all other costs’) then scholarships and stipends will drive some of those allocations and the impact of this should be understood and confirmed that it is appropriate.  For example, if externally funded studentships have been excluded from the university’s financial statements, then no costs would be allocated on the basis of those PGR students, which would lead to an inappropriate allocation.  Similarly, as PGR stipends are less than RA salaries a relatively lower level of costs would be allocated to the PGR research sponsor type, which again may be inappropriate.
3.17 The original Guidance included a requirement to weight PGR student numbers
 as institutions made allocations of Support costs to the PGR research sponsor type in annual TRAC.   This requirement – to reflect the estates/indirect cost rate weightings in annual TRAC - was not included in the Statement of Requirements, and many institutions are not complying with it.  It has now been rescinded.  Cost allocations in annual TRAC should reflect the institution’s understanding of the Support costs that should be linked to PGR students, as described above.   However, the weightings used to calculate the indirect and estates cost rates remain.
3.18 It is acknowledged that the indirect/estates costs total then allocated to PGR students in annual TRAC is unlikely to match the indirect/estates costs assumed in the calculation of the rates (i.e. through the PGR weightings).  Good practice was described in paragraph 3.14 above that would mean that institutions can calculate the indirect/estates cost per PGR student that has been allocated through their annual TRAC model.  This ‘real’ PGR cost could also be compared to the ‘notional’ costs assumed in the indirect/cost rate calculations (i.e. 0.2, 0.5 and 0.8 of the full academic rate).  This information would not be reported externally, but should provide institutions with a better understanding of their cost recovery.
3.19 The work described above aims to improve the quality of the information reported under the PGR research sponsor type, and to further the understanding of the resources required by this activity.  It should be valuable to institutions as they consider the sustainability of this activity.

4 Some reminders and clarifications

4.1 The QAV report
 recommended that various reminders and clarifications were issued to institutions.  (Some were included in the October 2009 Update No. 3
  – they are not repeated here.)  In addition some points requiring clarification have arisen during the year.  These are covered in this Section.

4.2 The requirements described below are mandatory, however, institutions that are eligible for and applying dispensation need only comply with the requirements containing an asterisk (*) in the heading.  

4.3 Requirements are to be implemented by the end of the 2009/10 financial year (for January 2011 reporting).  
Ensuring academics have sufficient time to carry out project work (*)
4.4 New guidance was issued in October 2009 (Update No. 3). This covered:

· the comparison of academic staff time/cost that is recorded and reported in annual TRAC, with that which is being charged to Research Council projects;
· the check that institutions carry out that academics are not charging more than their salary (1650 hours) to projects in a year.  
4.5 In addition the QAV report highlighted a lack of compliance with existing Guidance in a related area.  Institutions should have processes that highlight cases where the academic will not have available the time that they have estimated is necessary to carry out the work  (this is covered in point D.1.7 of the Statement of Requirements).
The FTEs used to calculate the indirect/estates cost rates

4.6 The QAV report described a lack of clarity on which academic staff and PGR FTEs should be included in the denominator when the indirect and estates cost rates are calculated.

4.7 All FTEs relating to academic staff should be included in the denominator – including both direct time on Research, and their time in supervising PGR students (recorded against the PGR student research sponsor type).  Research assistant FTEs are also included in the denominator.

4.8 PGR numbers (weighted) are also included.  The PGR student number count is to be taken at one point in the year, as with taught students (not based on at least two points in the year, as with academic staff and RAs).  This count should be reconciled with numbers in HESES/HESA.
Sign-off by an institutional committee (*)
4.9 It is a requirement that the TRAC return is presented to an institutional committee to confirm compliance (Statement of Requirements point A.5.2).  The annual TRAC figures (including the rates) should be presented to the Finance or other appropriate Board Committee which confirms compliance, before they are reported.  
4.10 The timing of committee meetings sometimes makes this difficult.   Chairman’s Action, or approval by a management committee, can be used, prior to submission, to confirm compliance.  Presentation to an appropriate Board Committee after submission should then follow.  Responsibility for confirming compliance still rests with the Board Committee.
Use of academic staff time as a cost driver

4.11 The TRAC Guidance expressly states that academic staff time (AST) should not be used as a driver of costs other than academic salaries without careful consideration of other cost drivers that may be more appropriate – see Statement of Requirements point B.6.1 for example.  This Guidance remains.  However, please note that this does not mean that institutions cannot use AST as a driver of some costs, if they believe, after careful consideration of alternatives, that it is the best cost driver.  
4.12 For example, allocation of the space for academic offices might be allocated on the basis of AST (but only if once academics’ time in classrooms, laboratories, and their work with PGR students and in tutorials has been considered).  Corridor space might be allocated on the basis of staff and student numbers, with the staff element then allocated on the basis of RA and academic staff activity (time).  The time of secretarial staff is unlikely to be allocated best on the basis of AST, particularly if there is considerable student administration in departments.

4.13 To satisfy audit/assurance reviews, wherever AST is used as a cost driver, apart from academic salaries, institutions should have available a list of the cost drivers that were considered (and rejected) by the TRAC Steering Group.
Analysis of Support costs (*)
4.14 Support costs are analysed in Table F.1 of the annual TRAC return.  The costs allocated to the Other activity category (i.e. not Teaching or Research) will in future be split between a) those attributed to academic department activities; and b) those attributed to the standalone enterprise activities such as residences, catering and (most) trading companies. 
4.15 All institutions will be required to provide this data on the January 2011 annual TRAC return.

Robustness at level of discipline group (*)
4.16 TRAC Guidance requires cost data to be robust at the level of each of the three groups of departments (Statement of Requirements, Materiality, page iv).  These groups are described as ‘clinical, laboratory and non-laboratory’.  It is up to each institution to decide which of their academic departments are allocated to each of these three groups.  However, clinical departments will of course include some laboratory and some non-laboratory work, as will science departments.  The terms used in the Statement of Requirements are therefore not mutually exclusive.  It is not the intention of this requirement that institutions have to split an individual department’s costs across more than one group.  

4.17 To avoid this, the following group classifications will now be used:  clinical, science, non-science.  Institutions still have discretion as to which departments they allocate to each group.

Research facilities – deducting research facility costs from estates costs (*)
4.18 The Guidance requires any research facility (RF) cost that is included in a RF charge-out rate to be deducted from the estates costs before the estates rate (usually the laboratory estates rate) is calculated (Statement of Requirements point C.5.7).

4.19 Please note that this requirement is not satisfied merely by excluding RF costs from estates.  Instead:

i. the RF costs incurred in the past year that are not already in that year’s estates costs should be added to the estates costs, 
ii. then the RF costs that are to be included in the new year’s RF rates should be deducted, 
iii. to arrive at the net estates costs to be used to calculate the estates rates for use in the new year.

4.20 For example, assume laboratory estates costs used to calculate the Research estates rates in 2009/10 = £1m (excluding any RF cost), and RF costs of charged-out facilities in that year = £50k, but RF costs in 2010/11 are likely to be £100k - stated at 2009/10 prices.  The 1 April 2011 RF rates would be based on £100k, plus two years indexation.  The 1 April 2011 estates rates should be based on £1m+£50k-£100k= £950k, plus two years indexation.
Full self-assessment of compliance with TRAC requirements
4.21 TRAC Update No. 3 (October 2009) included a requirement for institutions to carry out a full self-assessment of compliance on each point listed in the Statement of Requirements (and any Updates not yet incorporated into that Statement) to be carried out at least every three years.  The first full self-assessment should be carried out no later than 31 January 2011.  See Update No. 3, or point A.5.3 in the Statement of Requirements, for more information.
Students studying for equivalent or lower qualifications (ELQs)

4.22 TRAC (T) Update (November 2008) included a requirement to change the classification of students studying for equivalent or lower qualifications (ELQs).  These should be classified as non-HEFCE-fundable.  Both ELQ student numbers and the costs of teaching ELQ students should be reported under NPFT.  
4.23 Any remaining ELQ transitional and safety net funding and the SIVS targeted allocation for ELQ students should be allocated to NPFT (see Annex 16 of the main TRAC Guidance).
5 Items reported 'below the line' in the financial statements

5.1 The income and expenditure currently reported under TRAC are the items that are reported in the 'Surplus after depreciation of fixed assets at valuation and before tax' in the financial statements (plus the TRAC cost adjustments). Three items are partly or wholly reported below this Surplus total, and are therefore not all in TRAC:

· Share of associates' operating results' (joint ventures); 

· Minority interests;
· Transfers to/from accumulated income within specific endowments. 

5.2 Not all of these items are material in many institutions, but their size is increasing.  The treatment of all three items in annual TRAC is to change, as follows.  These requirements are to be complied with by all institutions, where material.  Materiality is defined in the Statement of Requirements page (iv).
  

Joint ventures

5.3 The income and costs are not currently in the TRAC results in all institutions, but can be material.  
5.4 The net profit/loss making up the share of associates' operating results should be allocated to TRAC activities, and included in TRAC income and costs.  The costs should not, however, be included in the indirect cost rates (or estates rates) for Research: 

· for Associates, institutions are only including their share of profits/(losses) in the Financial Statements and hence income and costs are not analysed.  If it is a profit it should be added to income whereas if it is a loss it should be added to costs.
· for Joint Ventures, institutions account on gross equity basis, which means they bring in the total income in the Financial Statements and then they remove that income below ‘Total Income’ line.  The costs are not brought in at all.  Institutions also bring in their share of profits/(losses). Hence, similar to Associates above, institutions should add profits to income and losses to expenditure.
 

Minority interest

5.5 All of the income and costs are currently in TRAC income and costs, as appropriate; however, the minority interest is only then deducted as a single figure below the operating profit line.  Although the Guidance could require it to be deducted from TRAC income and costs that would make the reconciliation of income and expenditure to the Financial Statements impossible.  It would also be complicated due to intercompany balances.

5.6 The minority interest, as a single figure, should now be deducted from (or added to) TRAC costs.    

5.7  If the costs related to Support for Research, then the indirect costs (or estates costs) used to calculate the Research charge-out rates should be reduced by the total minority interest figure.

 Endowments

5.8 Endowment income is all reported in TRAC income.  Some of that income is transferred to accumulated income (the balance sheet) at year-end which is not reflected in TRAC income.

5.9 The subsequent expenditure that is related to specific endowments is included in TRAC, as is some of the income.  However, the funding that has been made from specific endowments recorded in accumulated income is not currently in TRAC income.

5.10 Under the new SORP (see extract below) transfers from/to reserves below the line that relate to endowments will now adjust income to match expenditure.  Therefore it should be added to/(deducted from) income for the same activity as the expenditure from endowments. 

SORP Paragraph 151: Endowment income from other funds
151 The associated endowment income should be credited to ‘Endowment and investment income’ in the income and expenditure account on a receivable basis.  Any realised gains or losses from dealing in the related assets should be retained within the endowment in the balance sheet.  Any income earned in excess of that applied to the restricted (specific) purpose should be transferred from the income and expenditure account after the result for the year has been struck to accumulated income within endowment funds in the balance sheet, as the institution has no right to that element of income for its general purposes because of the restrictions of the endowment funds.  Accumulated income is a part of the endowment fund which is distinct from the capital element of endowment funds.  

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Figure 1
	
	
	
	
	
	
	
	
	
	
	

	
	Matching income and expenditure on PGR student activity 

(ref Section 6 in Update 5)
	
	
	
	
	
	

	
	To improve understanding and the matching of income and expenditure in annual TRAC, each box in the tables could be completed, with particular attention paid to the areas with question marks [?].  This table is optional.
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	 
	Income
	 
	 
	 
	 
	Costs
	 
	 
	 
	 
	

	
	Classification of students
	 
	
	
	
	 
	 
	
	
	
	 
	

	
	 
	scholarships,

bursaries, and stipends
	student fees
	fee remissions
	studentships
	project funding for consumables and other direct costs
	scholarships, fee remissions,

stipends, and maintenance payments
	consumables and other direct costs
	academic staff time (training and supervision)
	indirect and  estates costs linked to academic staff time
	Indirect and  estates costs linked to PGR stipends/ FTEs
	

	
	 
	 
	
	
	
	 
	 
	
	
	
	 
	

	
	 
	 
	
	
	
	 
	 
	
	
	
	 
	

	
	RG&C (e.g. RC)
	RC
	RC
	?
	?
	RC
	RC
	
	PGR
	PGR
	RC
	

	
	 
	 
	
	
	
	 
	 
	
	
	
	 
	

	
	RTSG (Doctoral Training Awards and Research CTA/KTAs) /CASE /other studentships
	?
	?
	?
	?
	?
	?
	?
	?
	?
	?
	

	
	 
	 
	
	
	
	 
	 
	
	
	
	 
	

	
	International (self) funded
	 
	PGR
	
	
	 
	?
	?
	PGR
	PGR
	?
	

	
	 
	 
	
	
	
	 
	 
	
	
	
	 
	

	
	Institution/own funded
	-
	PGR
	PGR
	-
	-
	?
	?
	PGR
	PGR
	?
	

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	


Note – fees are not costs.
� http://www.jcpsg.ac.uk/guidance/require/


� http://www.rcuk.ac.uk/news/2009/fECtask.htm


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


� The eight research sponsor types are now: recurrent Research income from the funding councils, institution/own funded research (I/O), PGR student activity, and the five external research grant and contract sponsor types (Research Councils, Other Government Departments, European Commission, charities, and industry/overseas)


� weights of 0.2, and 0.5 and 0.8, are used in the denominator of the indirect and estates rates which reflect the assumed lower use of resources by PGR students compared to academic and research staff


� http://www.hefce.ac.uk/finance/fundinghe/trac/quality/


� http://www.jcpsg.ac.uk/guidance/revisions/





