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Annex 3  Example audit programme

This is in two parts.

This document describes the audit programme for the QAV-Process.  It is also accessible on the RCUK website at http://www.rcuk.ac.uk/aboutrcuk/efficiency/qav.htm
A separate document describes the additional audit procedures for TRAC EC-FP7.

RCUK Quality Assurance and Validation Process for TRAC 
QAV - Audit Programme

Description of TRAC requirements and assessment of compliance.    



Overview

This document provides the audit programme that should be used by the QAV Review Team in undertaking a QAV Visit.  The document does not describe the QAV process in detail as this information is contained in the QAV Process document.  The Audit Programme is directly aligned to the QAV Method document and the scope of the QAV Review should not extend beyond this.

The objectives of the QAV review

1. The QAV process provides a mechanism for institutions to ensure that the annual TRAC methodology is being applied appropriately, and that all rates are being calculated correctly.   

2. In parallel, the process provides assurance to the Research Councils on the application of TRAC and the calculation of the rates.  The process also provides assurance to the higher education Funding Councils that they can place reliance on the figures in the annual TRAC return.

3. Three supplementary outcomes will be achieved by the process:

i. it can be relied upon by other sponsors of research projects (reducing the need for other external QA and validation processes);

ii. it can be relied upon by senior management and audit committees (thus reducing the cost of internal audit reviews in some institutions); 

iii. it encourages the enhancement of institutions’ internal assurance processes as a basis for longer term assurance. 

The QAV review

The QAV review is a detailed assessment of an institution’s approach to the TRAC and fEC process.  It is imperative that all visits are conducted in a consistent manner and that all judgements made by the QAV Team are in accordance with the TRAC/fEC requirements.  Where there are ‘gray’ areas in terms of whether an approach complies with the guidance, the matter should be referred to the QAV Advisory Contact for confirmation.  This ensures that all institutions are treated consistently and importantly, that the processes leading to the calculation of the cost rates are consistent.

The visit will be informed by the QAV Method and QAV Data returns that the institution will have completed and submitted via the HEFCE extranet.  There will also be benchmarking data based on the QAV Data returns and this should be used to inform the visit.

The QAV Process document details the format and timescales for the QAV Review and subsequent reporting.

Pre visit work

The 3 day review is an intense three days and it is advisable to prepare for the visit, performing certain tests remotely where possible (using QAV Data).  The key tasks that are required in advance of the visit are as follows;

· Contact with the institution to confirm the arrangements for the visit and ensure that all of the require meetings are arranged, that accommodation and logistical arrangements are in place.  This also provides an opportunity for the institution to clarify any areas of uncertainty, which are likely to assist in the smooth running of the review.

· The QAV Review team should confirm and encourage the institution to prepare for the visit in line with the recommendation made in the QAV Process document.  The pilot institutions visited estimated that between 5-10 days was taken to prepare for the review.  The process does not insist on this level of preparation, but in practice it can reduce the pressure that the TRAC Manager/Accountant can be put under when being asked to verify and trace figures through the TRAC model.  It is also important to note that if the institution has undertaken a ‘dry run’ of the review then this level of preparation may be reduced as the work will already have been undertaken.

· The institutions will have been provided with a list of suggested evidence that the QAV Method refers to.  When contacting the institutions in advance of the visit, ensure that they are aware if this list.  A copy of this list is provided in Annex 1 of the audit programme.

· The completed QAV Data return should be reviewed in advance of the visit alongside the benchmarking analysis to identify possible outlying results – these can then be investigated during the review and possible process issues noted for confirmation.

· The completed QAV Method document should also be reviewed to identify possible issues.  This review alongside the QAV Data return is important as it enables the key areas of risk to be identified, which, if required, can inform the areas of the QAV review that do either not need to be undertaken or which can be omitted from the review if the three days are not sufficient to cover all of the audit programme.

· The QAV Review team will need to have access to the TRAC Guidance during the visit for reference and confirmation purposes.  Each part of the QAV Audit Programme has a reference to the relevant part of the Guidance that requires the respective aspect to be addressed by the institution.  The guidance can be found at http://www.jcpsg.ac.uk/guidance/index.htm  

The visit

The review is a combination of evidence based verification and recalculation and discursive confirmations from the TRAC Manager and/or other University staff.  Most of the Team’s assessment will be based on evidence from the TRAC costing model, and discussion with the TRAC manager.  

Where evidence (other than the TRAC cost model) is to be sighted by the QAV Review Team, this is underlined.  Where additional evidence is necessary, the QAV Review team can ask for this, as necessary, even though this is not referred to in the pre-visit documentation.  Audit tests should not be avoided due to the institution not being able to provide such evidence.

A selection of figures are to be recast/recalculated or checked/traced through the model in some areas by the QAV Review Team – these activities are indicated by underlining in the assessment section of the Audit Programme.  The way that this is done will depend on the type of system.  The number of figures selected for review will be determined by the QAV Review Team and will depend on the systems that are in use, the QAV Review Team’s assessment of the control environment, the size of the items (their materiality) and the issues that are found during the review.  It is not expected to comprise a statistical sample.

Not all of the questions and procedures will be relevant to all institutions.  The QAV Review Team may not cover them all during their visit.

In the exceptional circumstances, where three days is not sufficient to cover the aspects of the Audit programme that need to be completed (note this is the QAV Review team’s judgement in the context of the review opinion that has to be provided), then Gareth McDonald at RCUK should be contacted for guidance on whether the review should be extended into a fourth day.

Assessment

The institution will have assessed their level of compliance using the matrix below in completing the QAV Method.  The QAV Review Team will need to confirm or adjust the assessment of each section of the Audit Programme based upon the results of the audit work.    This is an important part of the review as it will inform whether the institution will be subject to a sanction or not.  For this reason evidence needs to be gained to confirm how material (or not) each finding is.   Where this cannot be quantified during the visit the institution needs to confirm the level of materiality as soon as possible after the visit in order to avoid the matter being scored as a 3 (this is the default position).  Although it may be the case that the QAV Review Team can be reasonably assured that the point is not material, this needs to be confirmed and assumptions cannot be made by the QAV Review team.  

Compliance is classified at one of levels 1, 2, or 3.

Level 1
Good – no outstanding issues.  The institution is in compliance, or any area of non-compliance does not individually affect any Research charge-out rate by 5% or more.

Level 2
Satisfactory – minor developmental issues.  The institution is either in compliance, but not applying good practice; or is not in full compliance, but each area where it is non-compliant does not individually affect any Research charge-out rate by 10% or more.

Level 3
Unsatisfactory – significant outstanding issues.  The institution is non-compliant in an area which materially affects the Research charge-out rate i.e. by 10% or more. 

Compliance is assessed at each stage:

	1. Individual point


	2.  Section

(Overall Assessment)


	3.  Institution

(Institutional assessment)

	· In compliance and applying good practice

or

· Not in compliance but the impact is less than 5% on the affected rate


	1
	All 1s
	1
	All Sections are 1

	Not in compliance but is either:

· Not material (i.e. the impact is less than 10% on the relevant rate);

or

· Not a minimum requirement (it is good practice)


	2
	Any 2
	2
	Any Section is a 2

	Not in compliance and the area is either:

· In Part A;

or:

· In Part B and is material (i.e. the impact is more than 10% on the affected rate).


	3
	Any 3
	3
	Any point in Part A is a 3;

Any Section in Part B is a 3


Visit documentation

The QAV Review Team must maintain files and documentation to support the findings and observations from the visit.  Audit files should be maintained to a professional standard and a file structure is proved in Annex 2.

To record the issues identified and the assessment of each section a closure meeting record template is provided in Annex 3 and this should be used by the QAV Review team to document the findings.  A copy of this document can be left with the institution on the understanding that it is a draft working paper that has not been subject to review by the QAV Review team leader.  

Reporting

The QAV Review Team must provide an opinion on the extent to which each institution is complying with the TRAC guidance.  The model opinion is as follows:

The purpose of the QAV review is to appraise whether the University has appropriately applied the TRAC methodology and correctly calculated the estates and indirect cost rates for research.  It should be acknowledged that our work is not designed to give absolute assurance on every aspect of the TRAC process and the review is not designed to disclose all weaknesses that may exist. 

We have undertaken the procedures outlined in the QAV process.  In undertaking these procedures we can confirm that, in all material (as defined at 2.3.3) respects and subject to the resolution of the matters raised in this report, the University has applied the TRAC methodology appropriately and that the fEC cost rates for Research are materially correct.

The University has *[not been assessed as having issues at Level 3 (unsatisfactory) in any parts of the QAV review / has been identified as Level 3 (unsatisfactory) in [x] area(s) and will incur a sanction(s) in the area(s) of Specify the type(s) of sanction that will apply]*. 

There is a model review report format that should be used for all visits.  The protocol and timescales for reporting is specified in the QAV Process document.

Quality assurance of the QAV Review 

The QAV Review Team must establish formal quality assurance arrangements over the QAV Review work.  This should encompass a review of:

· all of the work performed to ensure that the work has sufficiently addressed all of the requirements in the audit programme;

· all areas of non compliance have been identified and brought forward to the closure meeting record;

· the materiality of all of the issues raised has been quantified;

· the findings have been discussed and agreed with the institution and a record of this is included in the review file;

· the work undertaken supports the findings made;

· no interpretations or variations from the guidance have been agreed without written confirmation from the QAV Advisory Contact;

· all of the agreed findings have been included in the report;

· the draft report has been reviewed by someone independent of the team performing the work;

· the draft report has been issued within the 2 week timescale;

· a process is in place for receiving and processing the responses to the draft report;

· the finalised audit report is subject to a further review and the review file is updated for any feedback and alterations made following the receipt of the responses from the institution;

· a copy of the finalised report has been sent to RCUK for formal approval; and

· the RCUK approved report has been issued to the institution. 

The QAV Advisory Contact 

RCUK have made arrangements for a QAV Advisory Contact (MB TBC) to be available to the QAV Review Team.  The role of the QAV Advisory Contact is to provide advice and guidance on any issues identified by the QAV Review Team that are not categorically addressed in the guidance.  the purpose of this is to prevent inappropriate and inconsistent interpretations of the guidance being made, which could increase the risk of institutions having robust systems and procedures in place for TRAC and fEC.

Disputes 

In the very rare cases where an issue/disagreement arises between the institution and the QAV Review team the QAV Review Team should in the first instance establish a protocol for such matters to be escalated to the engagement leader and wherever possible this matter should be resolved between the engagement leader and the institution.

Where a resolution is not possible, the matter should be referred to Gareth MacDonald at RCUK for consideration and resolution.  It would be expected that disputes would not need to be escalated to this level however.

Section A.   Control environment

Section A of QAV-METHOD reviews the control environment that surrounds the planning and operation of the TRAC systems used to estimate staff time and calculate and apply charge-out rates. 

Only a few of the areas described in Section A form part of the minimum requirements (as elsewhere in QAV-METHOD, where a line, or part of a line, relates to a minimum requirement, a reference to the TRAC Guidance is given in brackets.  As there are few minimum requirements in Sections A.1 to A.3, assessment of the overall level of compliance for any of these first three Sections as a ‘3’ (significant issues) will not contribute to the overall Institutional Assessment (point 9 in Part A).

However, the assessment of the control environment will inform the extent of the detailed work to be carried out by the QAV Review Team, and will also influence their assessment of all other sections.

A.1
Integrity of the systems

	TRAC requirement
	

	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)

Non-compliance with points in this Section has no direct impact on the rates, however, the assessment levels here will impact on the extent of the detailed work carried out and the assessments given to other areas.


	

	Assessment                                                                        


              
	Level

	A1.1.  Are the TRAC methods and system used in the institution documented?  (Part II, Chapter B.3, para 13.) (For example, systems flowchart, process maps, comments boxes etc which would help a newcomer to use the system.)  Is there version control?
	

	A1.2.  Is the system logical and can figures be traced relatively easily?  (Part II, Chapter B.3, para 13.) For example, are there reconciliations, check totals, and  explanatory notes and comments; are the reports and working papers clearly laid out?  Or does the system have many adjustments and complex calculations that are difficult to follow?
	

	A1.3.  Has the system (as opposed to the methods) been quality assured in any way? (e.g. designed or checked by an internal systems expert, an external supplier, another institution using the system)
	

	A1.4.  Has a full systems audit been carried out recently by internal auditors?  (From 2007 this is no longer a minimum  requirement).
	

	A1.5.  Have any reviews by the internal or external auditors found anything that is contrary to the TRAC requirements, which could have a material impact on the rates, which has not yet been addressed?
	

	A1.6.  Has any internal use of TRAC data avoided distortion of TRAC methods:  have they increased robustness and reasonableness checks?
	

	A1.7.  Have any issues arising from any other audit or review or reporting requirement that might materially affect the TRAC allocations and/or rate calculations, been satisfactorily addressed? (For example from a TRAC EC-FP7 audit.  In addition, the Funding Councils will inform the RCUK of relevant issues arising from their monitoring and oversight of institutions, including changes in their assessment of risk.)
	

	A1.8.  Is the institution eligible for dispensation?  (Part II, Chapter C.6)   Is this being applied?
	

	Method

	A1.1 – Through discussion with the TRAC Manager confirm whether the process for producing the TRAC return and cost rates has been documented.  If so, ascertain whether this is in a level of detail that does not assume any prior knowledge or experience. 

A1.2 – Initially identify from discussion with the TRAC Manager how the integrity of the model is ensured.  To supplement this assessment, at the end of the review form a judgement as to how logical the system is, how traceable the various figures have been, the level of understanding the TRAC Manager had of how the model works and conclude.

A1.3 – Identify from discussion with the TRAC manager what types of review have been performed on the TRAC and fEC processes in the last 2-3 years.  Where a review has been undertaken gain an understanding of the findings and how the institution has addressed these.

A1.4 – As part of the enquiry above identify whether the institution has complied with the TRAC requirements previously in having an Internal Audit review of the processes that produce the TRAC return.  

A1.5 - Where there has been a review in respect of A1.4 or where another form of independent review has been undertaken on the TRAC process, understand the nature of the issues identified and clarify the extent to which these have been addressed.  Obtain a copy of the respective report and consider whether any of the findings could mean that the rates are materially affected.  Where this is the case, pay particular attention to these areas in the QAV review to either confirm or dismiss the observation(s).

A1.6 – Through discussion with the TRAC Manager and possibly in the kick-off meeting with the TRAC Champion, identify how the institution is using TRAC.  Where the process either informs or is reliant upon the output of another process (e.g. Resource Allocation) consider whether there is scope for competing priorities, which could affect whether the TRAC model is complaint with the requirements.  Use the information gathered here to corroborate any findings in the remainder of the QAV review. 

A1.7 – Gain an awareness of whether there have been any Funding Council visits/inspections and or a TRAC EC-FP7 audit that has appraised the TRAC process.  Gain an understanding of any issues identified and where issues have been identified that could have a material impact on the cost rates, probe these matters further during the relevant section of this QAV review.

A1.8 – Where the institution is claiming Dispensation, verify that their publicly funded research income is within the permitted limit.



	Results


	Conclusion
	Overall assessment




A.2
Management

	TRAC requirement
	Category

	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 and the calculated charge-out rates.

Non-compliance with points in this Section has no direct impact on the rates, however, the assessment levels here will impact on the extent of detailed work carried out and the assessments given to other areas.


	N/A

	Assessment









	Level

	A2.1.  Are there members of the Senior Management Team with policy oversight and regular involvement with the development and implementation of the TRAC methods and information?  Is there some mechanism for TRAC policies to be decided across by members of the Senior Management Team?  E.g. has a process been planned for the reporting of the institution’s self-assessment and completion of this form; and for reporting the results of the visit by the QAV Review Team?
	

	A2.2.  Were the annual TRAC figures presented to the Finance or other appropriate committee which confirmed compliance?  When this was done, were they accompanied by key assumptions and rationale for these, supporting evidence, results of tests for reasonableness, the results from the time allocation method? (Part II, Chapter C.2, para 4)
	

	A2.3.  When planning the audit programme, do senior management, the internal auditors and the audit or other appropriate committee consider the risks associated with the TRAC system?  Do these risks include those of presenting poor quality information to the Funding Councils and the Government that is then used to inform national policy?  
	

	A2.4.  Is the TRAC function adequately resourced?
	

	A2.5.  Is there appropriate training for new Finance staff responsible for TRAC?  If there has been a significant change in staffing in the TRAC team over the year has this caused any problems in resource availability or a consistency of approach? if so, was this resolved satisfactorily?  
	

	A2.6.  Is TRAC included in the induction of new academic/research members of staff?
	

	Method

	A2.1 – Identify from the kick-off meeting who within the institution provides senior leadership for the TRAC and fEC process – This should be a member of SMT.  Identify whether there is a TRAC steering group (or equivalent) that oversees the development and evolution of the TRAC process together with the outputs.  Understand who reviewed and signed off the QAV Method document and if this did not get reviewed by the TRAC steering group understand why.

A2.2 – Identify who reviewed the TRAC return and cost rates prior to submission  Ensure that the review of the return and sign off was in accordance with the TRAC requirements.  Consider what information the Committee received to inform their decision on whether to approve the return and TRAC rates.  They should have been given the results of the reasonableness checks performed by the University on the TRAC figures, cost rates and time allocation data.  

A2.3 – Gauge from discussion whether the institutions has to date assessed TRAC and information quality to be a risk that should be reviewed by the Internal Auditors.  Where this is the case (linked to A1.4) consider the findings of any reviews in the context of this QAV review.

A2.4 – From initial discussions with the TRAC manager and during the QAV review form a judgement on whether the TRAC/fEC process is sufficiently resourced.  Where a large number of issues are identified by this review also consider whether this is a reflection of the level of resources allocated to this work stream.  

A2.5 – Discuss the stability and turnover of the staff involved in the TRAC process.  Where relevant gain an understanding of how any new people have been briefed and trained on the process (internal courses, on the job coaching, self help groups, external courses etc.).  This could inform A1.1.  Also consider the risk that any staffing changes may have raised in terms of the quality and robustness of the TRAC model and associated workings.

A2.6 – Through discussion with the TRAC Manager identify whether TRAC forms part of the standard institution induction for new academic members of staff.  Where this is not the case appraise whether there is any other compensating process that briefs new academics on the TRAC process and their role/contribution.  If the answer is no to both of these, consider when reviewing the time allocation process how academics can be bought into and understand the importance of the time allocation data, such that they complete it with care.



	Results


	Conclusion
	Overall assessment




A.3
Tests for reasonableness

	TRAC requirement
	Category

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

Non-compliance with points in this Section has no direct impact on the rates, however, the assessment levels here will impact on the extent of the detailed work carried out and the assessments given to other areas. 


	N/A

	Assessment








	Level

	A3.1 Were reasonableness tests done? (Part II, Chapter C.1, para 1).  For example:

i. the deficit/surplus on PFT, NPFT, PFR, NPFR, O

ii. the deficit/surplus on each research sponsor type

iii. the indirect cost and estates rates

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.

And were these:

· carried out at department level as well as for the institution as a whole?

· carried out prior to the submission of the annual TRAC return and the final calculation of the rates (or afterwards)?

· reviewed by the TRAC manager, the finance director, a TRAC Steering Group, or an institutional Committee?

· comparing the current year data with other current year data within the institution?  Involving a time series?  Involving other institutions?
	

	A3.2.  Were there any unexpected or outlying results?  If so, was assurance gained that the outcomes were fair and reasonable?
	

	A3.3.  Has QAV-DATA been completed?  Are there casting or obvious errors in the return?
	

	A3.4.  Are any of the charge-out rates outside the upper quartile or lower quartile for the sector?  Are they significant outliers?  If so, is there a reasonable explanation for this? (Part II, Chapter C.4, para 9)  (The latest set of benchmarking data should be used for this.  QAV-DATA benchmarking will only be available from March 2008.)
	

	A3.5.  Specifically, do any of the following apply?  If so, was a review carried out and did this result in a satisfactory explanation of why the figures are different, or were changes in methods considered to see whether they could add to the robustness of the figures?  

(refer to the Validation Checklist at  http://www.hefce.ac.uk/finance/fundinghe/TransparencyReview/checklist.doc)
At the level of the institution (the references below are to QAV-DATA):

· surplus on Publicly Funded Teaching (PFT) [ref A6]; 

· deficit on Non-publicly Funded Teaching (NPFT) [ref A7]; 

· deficit on Publicly-funded Research (PFR) that is more than 1/3rd of expenditure [ref A7]; 

· deficit on Non-publicly Funded Research (NPFR) that is more than 1/3rd of expenditure [ref A7]; 

· deficit on Other [ref A5]; 

· surplus/deficit as a % of income varying significantly between different types of external research sponsor [ref A7]

At the level of department: is there a material amount of time/cost being charged to Research or Other activities where there are few outcomes and no obvious reason why?  Do any of the costs of Teaching per student look unusual?  (The latter is not reliant on TRAC (T) results – see Part II, Chapter C.1, para 2.)
	

	A3.6.  Has any other benchmarking been done, other than through QAV-DATA? For example, a comparison with a peer institution or institutions; participation in the TRAC (T) benchmarking.  If so, were there any outlying results or figures?  Were these investigated – what was the outcome?


	

	Method

	A3.1 – Through discussion obtain details of the reasonableness checks that were performed on the TRAC results prior to the TRAC return being submitted.  Although evidence of these checks is not required, it may be helpful to talk through the documented checks that were performed. Obtain answers to the questions posed in the assessment above.  The reasonableness checks are very important as they provide a basis from which a decision can be taken on whether the results are robust and representative, or whether there are apparent anomalies.  From the checks performed understand whether any further work was undertaken on the model to revise the results – where this was the case ensure that these amendments were made prior to submission and not subsequent to this.  

A3.2 – Further to A3.1 above, where anomalies were identified understand how these were treated.  Corroborate the explanations provided with the QAV Data benchmarking results – does this show the institution has having outlying results?  If so, obtain explanations as to why this is the case.

A3.3 – Did the institution submit a fully completed QAV Data?  Review the return, verifying the casting and general sense check of the results.  Testing in other sections of the QAV review  will also inform the assessment of this area. To x ref

A3.4 – Linked with A3.1 and A3.2 identify all outlying results, where relevant and through discussion with the TRAC Manager identify whether the specific reasons for these outlying results are known.  Where this is not the case, pay particular attention to the respective part of the QAV testing that covers this(ese) areas in order to judge whether there are errors or areas of non-compliance in the model.

A3.5 – Review the QAV Data return that the institution has prepared and investigate each of the lines of enquiry given in the assessment section o A3.5 above.  Where any of these exceptions apply, obtain explanations for these variances.  In gauging the response to any queries raised, also consider the responses to the questions on reasonableness checks and approval of the TRAC return and cost rates posed in this and previous sections of the QAV Review.

A3.6 – Through discussion with the TRAC Manager identify whether there has been any other forms of benchmarking undertaken by the institution in addition to the QAV Data and previous benchmarking exercises that have operated under the phase one Quality Assurance process (e.g. self help groups, peer group benchmarking, etc.) Where this has been undertaken obtain and understanding of what the analysis showed and the response that the institution made to this.  Were any anomalies consistent in the QAV Data benchmarking and the other form(s) of benchmarking undertaken?  This should help inform the conclusion on whether action has actually been taken to resolve any apparent issues with the TRAC model and/or processes.



	Results


	Conclusion
	Overall assessment




Section B.  Annual TRAC 

These sections of the QAV process review 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 MRF charge-out rates for Research.

B.1  Financial statements

	TRAC requirement
	Categories

	TRAC costs are based on costs in the financial statements.  (Part III, Section B)

See also QAV-METHOD Part A, point 1.


	ESTATES

and

INDIRECT

	Assessment                                  

                                                                               
	Level

	B1.1.  Have financial statements been finalised for the year under review?
	

	B1.2.  Check that the total costs figure reported on the annual TRAC return agrees to the financial statements.
	

	B1.3.  Check that the annual TRAC return shows costs analysed into T, R, O.


	

	Method

	B1.1 – Confirm with the TRAC accountant whether the financial statements for the TRAC year being reviewed have been signed off by the auditors.  Obtain a copy of the financial regulations (These will be referred to throughout other elements of the QAV Review).

B1.2 – Obtain a copy of the signed TRAC return submitted to the Funding Council.  Ensure that this has been signed by the Vice Chancellor (or equivalent) and verify that the total costs figure reported in the TRAC return (new of the cost adjustments) agrees to the total expenditure plus any exceptional costs reported in the financial statements.

B1.3 – From reviewing the TRAC return ascertain whether costs have been apportioned between T, R 7 O.  Where there are no costs reported against a particular category, investigate with the TRAC Manager the reasons for this.

	Results


	Conclusion
	Overall assessment




B.2  Cost adjustments

	TRAC requirement
	Categories

	Two cost adjustments have been calculated and included in the TRAC costs – the Infrastructure Adjustment and the Return for Financing and Investment (RFI).  (July 2006 Update to the Guidance.)

See also QAV-METHOD Part A, point 2.


	INDIRECT

and/or ESTATES

	Assessment                               

                                                                                
	Level

	B2.1.  For the infrastructure adjustment calculation, check that:

· the value used for the full replacement cost agrees to the latest insurance valuation, indexed as appropriate;

· the depreciation figure agrees to the published 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.
	

	B2.2.  In the infrastructure adjustment calculation, has a deduction been made for the elements of long-term maintenance that have enhanced the estate’s functional suitability?  Is there reasonable justification for this calculation?
	

	B2.3.  Recalculate the infrastructure adjustment.
	

	B2.4.  Check that the infrastructure adjustment has been correctly attributed between activities as per the Guidance.
	

	B2.5.  In the RFI calculation on assets:

· check that 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;

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

· recalculate the net RFI adjustment on assets e.g.  (a) multiplied by 5.75%, less (b);

· check that the attribution to activities is in accordance with the Guidance.
	

	B2.6.  In the RFI calculation on costs:

· check that the total costs are per the financial statements less specific restructuring costs;
· recalculate the RFI adjustment on expenditure – checking that the costs have been multiplied by 2.85%;
· check that the attribution to activities is in accordance with the Guidance.

· Check that the adjustments are those stated on the annual TRAC return and on QAV-DATA  A1
	

	Method

	B2.1 – Obtain a copy of the institutions working for the Infrastructure adjustment.  Ensure that the adjustment total agrees to that recorded in the TRAC model and on the submitted TRAC return.  Verify the total included in the adjustment for the insurance valuation and vouch this back to the source document.  Agree the depreciation figure in the adjustment calculation to the Fixed Asset note in the financial statements.  Similarly agree the opening and closing NBV of assets from the adjustment calculation to the Fixed Asset note in the accounts.  

B2.2 – Through discussion with the TRAC Manager and from reviewing the infrastructure adjustment workings ascertain whether an adjustment has been made for an element of long term maintenance that has enhanced the estate.   Where such an adjustment has been made obtain details as to the rationale for the adjustment and vouch this to a confirmation (e.g. Director of Estates confirmed).  Also ensure that this adjustment appears reasonable i.e. 100% is not reasonable.

B2.3 – Following the confirmation of the validity of the component parts of the infrastructure adjustment in B2.,1 and B2.2 re-calculate the adjustment, ensuring the accuracy of the calculations.

B2.4 – Through reference to the TRAC model identify where the infrastructure adjustment has been allocated and ensure that this has been apportioned across the TRAC activities in accordance with the guidance.

B2.5 – Obtain the workings for the RFI adjustment.  Using the financial statements verify the elements identified in the assessment above.  Vouch the RFI adjustment for assets within the TRAC model and ensure that this has been classed as an estates cost and subsequently apportioned across the TRAC categories.  Ensure that an appropriate basis has been used to make this apportionment.

B2.6 - .Using the RFI adjustment workings also verify the RFI on costs adjustment.  Use the financial statements to verify the respective elements detailed in the assessment section and ensure that this element of the RFI adjustment has been included within the indirect costs.  Enquire with the TRAC Manager as to the basis used to allocate this cost across the TRAC categories and ensure that this is in accordance with the guidance.  Agree the total RFI adjustment to QAV Data and the TRAC return.



	Results


	Conclusion
	Overall assessment




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)

	TRAC requirement
	Category

	Costs are attributed directly to activities where reasonable to do so.  (Part III, Section B).  This also provides the Support costs for the institution that are then attributed between Teaching, Research, and Other, with those for Research forming part of the indirect cost and estates rates calculation; and the academic staff costs that are attributed using the staff time allocation survey results.


	INDIRECT

	Assessment                                                                                                               

	Level

	B3.1.  Have all appropriate types of cost being attributed directly to activities (T, R, O, S)?  Is this 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; 

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

· examinations and international students office to T (and perhaps 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 S (see e.g. Part III, Chapter D.1, para 6; and para 23 (the table)).

A list of costs that are 100% allocated to T, R, O (i.e. not to S) is useful evidence of this.
	

	B3.2.  Are any other costs directly attributed to activities – are these appropriate?
	

	B3.3.  Are the costs transferred correctly?  In particular, are any costs which should be directly allocated to T, R or O in Support?  Trace figures for a selection of items to ensure that they are excluded from Support.   When doing this, refer to a comprehensive trial balance (or other list of expenditure centres/heads which lists all costs and their amounts).  Check that the totals on this agree to the financial statements plus cost adjustments (QAV-DATA  A1).
	

	An example of this procedure is:

a)  to identify the costs of PGR stipend/fees remissions, and the costs of  student residences, in the trial balance, obtaining confirmation that this covers PGR students in all departments;

b)  to trace these figures through the TRAC cost model to ensure they have not been allocated to Research Support costs.
	

	Method

	B3.1 – Discuss with the TRAC Manager the extent to which costs are directly attributed to the TRAC categories.  .  Take the list of costs directly allocated and review this to ascertain where the costs detailed in the assessment section have been allocated – ensure that these have been allocated appropriately i.e. there is no circumstance under which the Research office should be classified as a cost of Teaching.   

B3.2 – Where further costs have been directly allocated in addition to those detailed in B3.1 above (refer to the list of directly allocated costs) review the rationale and appropriateness of the allocation made.  Specifically consider whether the level at which costs have been allocated means that there is some misallocation due to the range of activities included within the type of cost.

B3.3 – Identify all types of cost associated with PGR students in the trial balance and review where all of these costs have been allocated in the TRAC model.  Under no circumstances should any part of this cost be allocated to Support and the indirect cost rate. There must be a clear audit trail and evidence retained to show the costs taken from the Trail balance through to the TRAC model.  It is also importance to reconcile the Trial balance to the financial statements and the TRAC return.



	Results


	Conclusion
	Overall assessment




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

	TRAC requirement
	Categories

	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 also QAV-METHOD Part A, points 3, 4 and 5.


	INDIRECT

and

ESTATES

	Assessment                                   

                                                                            
	Level

	B4.1.  Are details of academic staff and researchers who are considered for inclusion in the time allocation survey (TAS) obtained from an appropriate source (e.g. payroll, staff record, budget etc)?  (Part III, Chapter C.1, para 54)
	

	B4.2.  Are appropriate categories of staff 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)
	

	B4.3.  In total, are the staff numbers (head count) considered for inclusion in the TAS 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 (QAV-DATA C)?  Are differences explained and do they appear reasonable?
	

	B4.4.  When time is extrapolated across a year is the distribution of vacations and bank holidays across the year appropriately taken into account ?  (Part III, Chapter C.1, paras 37 and 45).  When hours are converted into %s, are they weighted by FTEs? (Part III, Chapter C.2, para 8)
	

	B4.5.  Is O(CS) time 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?  (Part III, Chapter C.1, para 11)
	

	B4.6.  Where different TAS methods have been used to provide data (for different years) to the TAS results, have these have been aggregated, averaged or updated in an appropriate way?  (Part III, Chapter C.1, para 68)
	

	B4.7.  Where data from one year is used as a proxy for the following year, are there processes which would identify material changes in departments, and are assessments made of the impact of these changes on the allocations of time? Review these calculations.  (Part III, Chapter C.1 paras 68-70)
	

	B4.8.  Are reasonableness reviews carried out?:  e.g. a review of high-level results from the AST process (Part III, Chapter C.2, paras 16-17) – covering, e.g. the respective time allocated to T, R, O, S between departments and/or peer institutions; a comparison with previous years.
	

	B4.9.  Has the institution assured itself that academics are not overstating their time on Research at the expense of Teaching?  If there is any doubt, is this likely to affect (a) the costs attributed to T or R at the institution level; (b) the indirect and estates costs for Research? (both are equally important, however only the latter would lead to a level 3 assessment on this point).
	

	B4.10.  Have these reviews led to a high-level adjustment in the figures?  If so, is this being followed up with changes to the time allocation methods to ensure that the collected data is robust in future years?
	

	B4.11.  Are there any outlying figures in TAS %s at an institutional level?  (QAV-DATA  E)
	

	B4.12.  Are TAS results used as the driver of academic staff costs in the TRAC model?  Are allocations of staff cost grouped into categories consistent with the staff allocations from TAS? (Part III, Chapter C.2, para 6).  Is the data weighted to recognise the different pay levels of individual staff?  (Part III, Chapter C.2, para 6)
	

	B4.13.  Recast a selection of the calculations that originate from the TAS survey and lead to the percentages of TAS that are used to attribute costs (e.g. to ensure that the staff in one department or grade are used to attribute the staff costs of that department or grade).
	

	B4.14.  Do the academic staff costs that are attributed using TAS represent the total salary costs for those staff? (Part III, Chapter C.2, para 4)


	

	Method

	B4.1 – Through discussion with the TRAC Manager understand how the institution identifies the academic staff that should be invited to participate in the time allocation process.  Ensure that this list is sourced from either the payroll or HR system.  Where the institution collects data over more than one year ensure that the list is refreshed annually.

B4.2 – Gain an understanding from the TRAC Manager whether, and if so how, dedicated staff are allocated to the TRAC categories.  Ensure that these staff do not subsequently complete a TAS return and understand how the institution ensures that this does not happen (i.e. double count).  Also appraise how other staff that are wholly dedicated to an activity are identified and processed within the TRAC model.  

B4.3 – Identify the variance between the staff FTE completing TAS, the staff FTE used in the cost driver model and the FTE used in the cost rate denominator.  Gain an explanation for any variances and assess whether this is reasonable and consistent with other explanations provided in other parts of this review.

B4.4 – Where the TAS process uses sampling, appraise how the process takes account of holidays and sickness.  It is important that the TAS returns are weighted to take account of these periods.  Also, where TAS collects percentages, verify whether the responses are weighted for the respective FTE of that member of staff.

B4.5 – Where the institution has clinical provision gain an understanding of how O(CS) time is allocated between the TRAC categories.  This should ideally be based on the judgement of the head of school / dean in order to reflect the actual activities undertaken.  The basis of this apportionment should be refreshed periodically.

B4.6 – Through discussion with the TRAC Manager gain an understanding of how the TAS data has been aggregated each year.  Where the institution changed its approach to TAS mid-way through a collection period (3 years) walk through how these results have been aggregated to ensure there has been no double counting and that if necessary weightings have been applied.

B4.7 – Gain an understanding of whether a process is in place for reviewing the ongoing validity of the TAS data that will be use din producing the TRAC return, but which was collected in prior years.  Consider whether the process as described would actually identify any changes that would impact on the data.  Understand whether a high level adjustment has been made to prior years TAS data, possibly after a merger or changes to the profile of activities.  Where this is the case obtain a copy of the workings and review for reasonableness.  Specifically appraise the basis of the judgement that has informed the change.

B4.8 – Gain an understanding of how the TAS data is reviewed for reasonableness.  Consider whether this review is undertaken at Departmental level, the role of the Heads of School (or equivalent) in validating the information and whether the TRAC steering group has reviewed the data.  Although not required it may be helpful to obtain a copy of the information that informed such reviews.  By reviewing the QAV DATA consider whether the TAS data does look reasonable.  Where this is not the case enquire as to the reasons for the variances.

B4.9 & B4.10 – In discussing the TAS process gain the views of the TRAC Manager as to the degree / risk of academics over stating the time that is allocated to Research.  Where the institution is concerned about this consider the level of work performed to quantify / address the issues.  Appraise the impact that this issue may have on the TRAC rates.

B4.11 – Review the QAV DATA return and the benchmarking analysis and consider whether there are any outlying results (outside of the upper and/or lower quartiles).  Where this is the case ascertain what work the institution has done to understand these variances and seek explanations for them.  Where there is a lack or clarity as to the reasons for the variances consider this alongside previous and remaining results of the QAV review.  

B4.12 – Confirm with the TRAC Manager how academic staff costs are attributed to the TRAC activities.  Ascertain whether the institution applies TAS data to groups of staff or individuals. Ensure that the TAS data is weighted in accordance with the guidance.

B4.13 – For a sample of staff agree the individual TAS schedules to the TRAC model for the whole year (i.e. 3 returns per member of staff in the sample).  Re-cast the processing of this data (weighting etc.) and agree that the individual / group TAS data is used to apportion the salaries of the same staff.

B4.14 – Confirm the source of the salary costs that are apportioned to the TRAC categories.  Ensure that the costs apportioned in clued all on-costs, but exclude any restructuring costs.



	Results


	Conclusion
	Overall assessment




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)

	TRAC requirement
	Category

	Estates costs are attributed robustly between T, R and O.  

(Part III, Section B; and Section D, Chapter D.5)

See also QAV-METHOD Part A, point 6.


	ESTATES

	Assessment                                           
                                                                   
	Level

	B5.1.  Has a specific policy been taken on how shared space and circulation space should be attributed to activities?  Have the methods used for this, and the impact on T, R and O, been considered and agreed by an appropriate manager (e.g. Finance Director or TRAC Steering Group member/s)?  In particular is:

· shared space (used for T, R, and O, e.g. circulation space such as corridors, reception areas, workshops) 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?  (Part III, Chapter D.5, para 12)  

· Support space in academic departments (e.g. academic offices, administrative offices) attributed to T, R and O on a basis that that the institution feels reflects usage?  (Annex 12).  
	

	B5.2.  Agree  the costs allocated to estates to the trial balance plus relevant cost adjustments.  Check that the estates elements of the infrastructure adjustment and the RFI adjustment are included.   (Part IV, Chapter E.1, para 5)
	

	B5.3.  Check that the costs of space used for Teaching and Other activities are excluded from the Research estates cost total.  Trace a selection of figures for space usage data (from the survey) to its use in attributing estates costs.   Agree the estates cost total for Research to QAV-DATA  B.
	

	B5.4.  Are academic department estates costs classified between at least two categories: laboratory and classroom?  Is the cost per sq meter for laboratory space higher than that for classroom/generic space:  if not, is there is a reasonable explanation?
	

	Method

	B5.1 – Through discussion with the TRAC Manager understand whether the space data used to allocate space costs is the net usable space (i.e. excluding circulation space) or is inclusive of this.  Specifically understand how the cost of circulation space has been apportioned and consider whether this reflects the usage of that space.  If any of the basis outlined in the assessment section above have been used, this is a matter for the institution to quantify and address.  Also consider how the support space in academic departments is allocated across the TRAC categories.  Consider whether the basis used reflects the use of this space.

B5.2 – From the TB agree the estates costs to the TRAC model.  Ensure that the total from the TB plus the share of the RFI and Infrastructure adjustments agrees to the estates cost used in the TRAC model.  

B5.3 – With the TRAC Manager walk through how the TB estates figure plus the adjustments gets allocated to Research.  Ensure that the total Research Estates cost used as the denominator in the rates does not include any aspect of estates costs associated with Teaching and Other activity.  Verify on a sample basis the source estates usage data to the TRAC model.  Also ensure that the estates costs reported in QAV Data agrees to the TRAC model (as B5.2).

B5.4 – From discussion with the TRAC Manager identify if and how the institution has allocated departments between generic and laboratory.  This should be on a reasonable basis (HESA price bands / type of activity etc.)  Review the QAV Data return and identify the number of estates cost rates (2-4 where appropriate)  Ensure that the rates are higher for the lab and highly serviced areas of the institution.



	Results


	Conclusion
	Overall assessment




B.6  Attribution of indirect costs (S) to T, R, O

(to identify the Support costs of Research so that the indirect cost rate can be calculated)

	TRAC requirement
	Category

	Cost drivers are appropriate and robust; and have been applied to the appropriate costs.   (Part III, Section B.)

See also QAV-METHOD Part A, point 7.


	INDIRECT

	Assessment                        
                                                                                      
	Level

	B6.1.  Check that the costs in the indirect cost total agree to the trial balance (e.g. financial statements (QAV-METHOD B.1) less directly allocated (B.3) plus cost adjustments (B.2) and plus Support time of academics (B.4))

Agree to QAV-DATA  A.3 and QAV-DATA  B.  Check that the relevant part of the RFI has been included correctly.
	

	B6.2.  Compare the total Support costs that have been attributed to R with those attributed to T and O, and consider reasonableness, e.g. identify any unusual figures. 
	

	B6.3.  Are the cost drivers used for learning resources/libraries robust? e.g.  the head of libraries agrees with the methods used and with the overall reasonableness of the resulting attribution (Part III, Chapter D.4, para 1)
	

	B6.4.  Are the student numbers (FTE or headcount) that are used as a cost driver robust? (Part III, Chapter D.1, para 22) 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 (see QAV-DATA  D).   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.
	

	B6.5.  Are one-off costs such as restructuring appropriately allocated to all of T, R and O (not just to O)?  (See e.g. Annex 15, page 12, July 2006 Update; 2005 Validation Checklist; and definition of O in Annex 6.)
	

	B6.6.  Review a selection of cost attributions to ensure that these have been performed satisfactorily. (The nature of this review will depend on the systems being used.  Formula may be checked, or data tables and the operations performed on them will be scrutinised.  Logic will be reviewed.) 

This procedure will involve the selection of one (or more) of the cost figures shown in QAV-DATA  B, such as non-staff costs in academic departments, in order to:

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

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

· consider the appropriateness and robustness of the cost drivers used (see QAV-METHOD  Part A point 7); 

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

· calculate the attributions made to Research;

· check the correct cost appears in the Research indirect cost total on QAV-DATA  B.

Institutions will find it helpful to rehearse for this part of the QAV Review Team’s review, by carrying out at least some of the procedures described above themselves.  This could be done for some or all of the cost items making up the Research indirect cost total, as listed on QAV-DATA  B.


	

	Method

	B6.1 – Identify the indirect costs within the financial statements and agree this to the TB and TRAC model.  Verify this total plus the cost adjustments and the share of academic support costs to the total indirect cost total in the QAV Data.  Verify that section A3 and B of QAV DATA agree and vouch the R element of indirect costs to the TRAC model and ensure that this is the same as reported in the QAV DATA Benchmarking.

B6.2 – Using the QAV Data and (if available) the QAV Benchmarking analysis identify whether there is a disproportionate split of indirect costs to R.  Consider how this allocation compares to the split of TAS to R (this is only  a proxy). Where this is the case seek explanations and consider whether any of the issues already identified could be impacting upon this attribution.

B6.3 – Discuss with the TRAC Manager how the Library/ Learning Resources costs are allocation.  Consider the cost drivers that are used and identify whether the librarian has validated the approach as being representative of consumption.  A similar test could be applied to the attribution of computing services.  It is important that the basis of allocation reflects usage.  Under no circumstances should TAS be used as a basis for allocating these costs.

B6.4 – Identify the range of cost drivers that are used to allocate indirect costs.  

· For the student FTE cost driver ascertain the source of this data and ensure that it is reliable.  

· Ensure that the Student FTE’s recorded in section D of QAV DATA agrees to the HESA Data and the cost driver model.  Gain an explanation for any variances.  

· Confirm whether NCB students are included or not in the student FTE cost driver.  Where this is not the case ask the institution to quantify the significance of NCB students and consider if material at departmental level.

· Where the institution has FE provision ensure that these student FTEs are included in the cost driver

· Review if/how PGR FTEs have been included in the cost drivers.

B6.5 – From the financial statements identify whether the institution incurred any restructuring costs.  Where this is the case identify the basis used for allocating these costs across the TRAC categories and appraise for reasonableness and compliance with the guidance.

B6.6 – Perform the verification set out in B6.6 of the assessment section above.  Retain evidence of the checks performed and ensure that there is a complete audit trail.  Where the institution uses a third party software product to make this attribution, verify the input tables to the financial statements and TB and then review the output and recalculate this manually to gain assurance as to the validity of the calculations.



	Results


	Conclusion
	Overall assessment




B.7  Other attributions and allocations (to ensure that the costs and income in the annual TRAC report are robustly reported)

	TRAC requirement
	Category

	There is robust attribution of the costs of T to PFT and NPFT; and R to PFR and NPFR.  Income has been robustly attributed to activities.

The TRAC requirements listed here have no potential impact on the Research charge-out rates.


	N/A

	Assessment                                   

                                                                            
	Level

	B7.1.  Are the costs of Teaching 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)
	

	B7.2.  Are costs attributed robustly to research sponsor types and then categorised correctly as PFR or NPFR?  (Part III, Chapter C.1, para 13 and Chapter D.3, para 6)
	

	B7.3.  Are academic staff costs attributed to the Research Councils compared to the academic staff costs recorded against individual Research Council projects in the year?  Where there is a material difference, has a review been instigated to establish reasons, and to identify potential improvement in methods where appropriate?  

This review can only be carried out on 2008-09 figures.  (Part III, Chapter C.2, paras 23-27)
	

	B7.4.  Has income been attributed using the schedule provided in Annex 16 of the TRAC Guidance, as updated in July 2006?  Check that the total income figure on QAV-DATA  A.5 agrees to the financial statements.
	

	Method

	B7.1 – Discuss with the TRAC Manager the basis used to allocate Teaching costs between PFT and NPFT.  Ensure that this attribution is made a departmental level.  Where a basis other than student numbers is used carefully consider the rationale and robustness of such an approach.

B7.2 – Identify the basis used to allocate costs across the Research sponsor types.  This should be on a reliable and representative basis.  It may include R Staff FTEs by activity, weighted RAs and PGRs or possibly TAS. 

B7.3 – ONLY APPLICABLE FOR REVIEW OF 2008/09 - Review the level of staff costs attributed to RCs and compare this to the staff costs allocated against individual RC funded projects.  Establish the reasons for any significant variances. 

B7.4 – Agree the total income figure in the financial statements to the TRAC return and QAV Data A5.  Also identify the basis used by the institution for attributing income to TRAC activities.    

	Results


	Conclusion
	Overall assessment




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

C.1  Full-time equivalents (staff numbers)

	TRAC requirement
	Category

	Staff FTEs are used in the denominator (bottom-line) of the indirect, estates, and laboratory technician (infrastructure) rates.  

They are to be robustly calculated at least by 2006-07 (i.e. the data used as part of the calculation of the 1 February 2008 rates).  

(Part IV, Section C)

See also QAV-METHOD Part A, point 8.


	GEN and LAB

ESTATES and INDIRECT



	Assessment                                             
                                                                  
	Level

	C1.1.  Is the proportion of time that academic staff spend on Research shown in the TAS data for that year applied to the FTEs to give the total academic FTEs on Research that are used in the rate calculations?  Does this exclude all Support time attributable to Research?  Agree the institutional % of academic staff time on R from the TAS system (QAV-DATA  E) to the calculation of the FTEs used in the denominator of the rates (QAV-DATA  C).  (Part IV, Chapter C.2, para 9)
	

	C1.2.  Do staff included in the denominators of the indirect and estates Research rates include academic staff, research assistants and research fellows?  Has academic Support time, and the time of Support staff, been excluded?  Do the denominators include the FTE equivalent for O(CS) time that has been allocated to R?  (Part IV, Chapter C.2, paras 2-8 and 10)
	

	C1.3.  Is there a process for identifying any significant impact on the FTE numbers used in the two estates rates that arise from off-campus work, and from desk-based work in laboratory departments?  (Part IV, Chapter C.2, para 17; and July 2006 Update)
	

	C1.4.  Is there a robust process for allocating staff and PGR FTEs between laboratory and non-laboratory departments?  (Part IV, Chapter E.2, paras 10-14)
	

	C1.5.  Are FTEs for PGR students based on HESES or the equivalent, HESA or Student Records?  (Part IV, Chapter D.2, para 19)  Are these either the same as the PGR student numbers used in the cost drivers, or are differences explained and appear reasonable (in practice, one may be based on HESES data, the other on HESA)?
	

	C1.6.  Have the right weightings been applied to the PGR FTEs that are included in the estates, indirect or 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)
	

	C1.7.  Recast the FTE numbers that are used for the Research rates and agree these to QAV-DATA  C.
	

	Method

	C1.1 – Through discussion with the TRAC manager gain an understanding of the basis used for calculating the Research Academic FTE.   Recalculate the R FTE use din the calculation of the rates and by reference to the TRAC model validate the number disclosed in QAV as outlined in the assessment section above.

C1.2 – In addition to the Academic Research staff above identify the other FTEs that make up the cost rate FTE denominator.  Ensure that this excludes the academic department’s support staff.  Also for institutions with medical schools ensure that eth O9CS) FTE has been included. 

C1.3 – Gain an understanding of how off campus staff have been taken into account in the FTE used in the Estates rate denominator.  These should be excluded/weighted accordingly.   Also ascertain how the institution has taken account of desk based laboratory work.  Appraise the reasonableness of the approach i.e. if they have not appraised this area then work should be undertaken through contact with the Heads of Department to appraise the extent of this work.  

C1.4 – Through discussion understand how the PGR FTEs are allocated between laboratory and research.  This should be on the departments for which the research is being undertaken.  

C1.5 – Identify the source of the PGR FTE count and ensure that this is appropriate.  Check whether this is broadly consistent with the PGR numbers in the HESA return.  Where there are significant differences, understand the reasons for such variances.  

C1.6 – Verify the weightings that have been applied to the PGR FTEs in the denominator.  Ensure that these are 0.8, 0.5 and 0.2 respectively (Estates lab, Estates general and indirect costs).  

C1.7 – Agree all of the FTE figures from the source record to the QAV Data return and verify the castings.  Retain evidence of this check.    

	Results


	Conclusion
	Overall assessment




C.2  Estates rates for Research

	TRAC requirement
	Category

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

Full robustness is to be achieved on 2006-07 data i.e. rates calculated for 1 February 2008.  This relates in particular to the FTEs (see QAV-METHOD  C.1); the use of four types of space in the estates cost allocation to R (see QAV-METHOD  B.5) and the separate calculation of laboratory technician and MRF charge-out rates (see QAV-METHOD  C.3 and C.5).  


	ESTATES

	Assessment









	Level

	C2.1.  Agree the costs in the numerator of the estates rates calculations to the estates cost total allocated to Research from the TRAC estates cost model (see QAV-METHOD  B.5)  
	

	C2.2.  Trace the costs of laboratory technicians and MRF costs to ensure that the costs removed from estates are the same as those used in the laboratory technicians and MRF calculations (QAV-METHOD C.3 and C.5).  This applies irrespective of whether those 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 must be deducted from the estates cost total.)  (Part IV, Chapter E.1, para 11)

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

This requirement applies from 1 February 2008.
	

	C2.3.  Are at least two estates rates produced?  (Part IV, Chapter E.2, para 5)  Is the allocation of costs between the laboratory and non-laboratory calculations based on data from the TRAC estates cost model?
	

	C2.4.  Are estates costs directly allocated to projects on a £/FTE basis?  (Part IV, Chapter E.2, para 1)  If not, see point 10 below.
	

	C2.5.  Have the estates rates been indexed by two years price rises?  (Part IV, Chapter E.3, para 9)  Is the index appropriate? (i.e. it is used for planning purposes, or from an established source).   Is it reasonable?
	

	C2.6.  Is there an appropriate process for institutional approval of the rates once calculated?
	

	C2.7.  Is 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)
	

	C2.8.  If the rates are outside the UQ or LQ sector rates, calculated from the February figures each year, is there justification for this? (The same question was asked under QAV-METHOD  A.3)  (Part IV, Chapter E.5)
	

	C2.9.  Recalculate the rates.  A breakdown of the rates is given on QAV-DATA  C.
	

	C2.10.  If alternative charge-out rates are used, i.e. other than a £/FTEs, the Review Team needs to satisfy themselves that these are at least as robust.  (Part IV, Chapter E.4)
	

	Method

	C2.1 – Verify the estates rates disclosed in QAV Data and verify that these are the rates that are actually being used by the institution.  Agree the estates costs from the TRAC model to the QAV Data in total and the R share of these costs and verify that it is this estates cost that has been used in calculating the Estates cost rates for Research. 

C2.2 – Obtain details of the Laboratory technician rates and the rates calculated for all MRFs.  Through discussion gain an understanding of how these costs have been removed from the estates costs.  Agree the removal of the MRF costs and Laboratory technician costs from the estates cost rate.  Use QAV data to verify the removal of these costs and agree them back to the TRAC model. 

C2.3 – Verify the number of estates costs rates that have been calculated and confirm whether these are being used.  Discuss with the TRAC manager the basis of the apportionment of cost between laboratory and non-laboratory (and other types if more than two rates are used) and ensure this is reasonable.  

C2.4 – Confirm the basis of allocating estates costs to projects (£/FTE).  

C2.5 – Confirm with the TRAC Manager whether the cost rates have been indexed.  If so, identify the number of years indexation applied and the rate of indexation.  Ensure that the rate applied is reasonable and confirm the basis of the rate applied.   

C2.6 – Gain an awareness of when the rates were calculated and identify if/how the rates were reviewed and approved by the institution in advance of these being used (from 1 February).  Where the rates have not been approved enquire as to how the institution is assured that the rates are correct.  Consider the result of this test alongside the findings from section A as to the control environment and degree of management oversight.

C2.7 – Confirm with the TRAC Manager the process for updating the cost rates that are used by the institution each year.  Identify the date when the new rates were effective for the last year and ensure that this is no earlier than 1 February and no later than 6 months from this date.

C2.8 – Review the QAV Data benchmarking and appraise whether any of the cost rates (Estates and Indirect) are outside of the upper or lower quartile.  Where this is the case identify whether the institution has investigated the reasons for this and obtain an explanation for the outlying results.

C2.9 – Re-cast section C of QAV Data to ensure that the rates have been correctly calculated.

C2.10 – Where the answer to C2.4 was that a basis other than £/FTE is used for allocating estates costs to project obtain a detailed explanation of the basis used and the reasons for this.  Consider whether the basis ensures that costs are consistently allocated to projects in a way that ensures that the allocating is aligned with estimated consumption.



	Results

	

	Conclusion
	Overall assessment




C.3  Laboratory technicians charge-out rates for Research

	TRAC requirement
	Category

	The costs of laboratory technicians are directly allocated to research projects no later than 1 February 2008, and are not in the estates or indirect cost rates from that date.  (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 to TRAC Guidance)

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


	LABTECH



	Assessment                                                   
                                                            
	Level

	C3.1.  Have the costs of time of laboratory technicians been identified?  This will cover DI staff (working 100% on a specific project or completing timesheets) and DA staff (not completing timesheets).  (The latter can be identified either by identifying specific staff, or by establishing the difference between the technician support in laboratory departments and that in classroom/generic departments.)
	

	C3.2.  Have the costs of DI staff been separately identified?  Are they all 100% chargeable to one project, or completing timesheets?  (Part IV, Chapter G.1, para 2)  Has their time been separately identified for each of:  time spent in supporting specific Research projects and activities (covering research projects, institution-/own-funded Research, support for PGRs); the time supporting Teaching and Other activities; the time providing infrastructure support.  (This split of time can be obtained from timesheets or from a survey or estimate.)
	

	C3.3.  Check the calculation of the hourly/daily DI staff charge-out rates that will be charged to projects based on actual hours recorded on timesheets.  Check that 1650 hours is the total productive hours used in the denominator.
	

	C3.4.  Has an estimate been made of all other laboratory technician (DA staff) time to understand which activities they support (e.g. a survey or a Head of Department estimate)?  (Part IV, Chapter G.1, para 7; July 2006 Update to the Guidance)   Has this recorded the time they have spent in support of specific Research projects and activities (covering research projects, institution-/own-funded Research, support for PGRs); the time supporting Teaching and Other activities; the time providing infrastructure support?   (This survey or estimate should be updated at least every three years along with all other cost drivers.)
	

	C3.5.  Trace laboratory technician time and costs that is being included in a specific research facility charge-out rate to ensure that they have been excluded from all laboratory technician charge-out rates and have been included in the MRF costs (see QAV-METHOD  C.5).
	

	C3.6.  Recalculate the pool technician rate.  Ensure that no DI staff are included (see point 2 above) and that the costs are only for DA staff time spent in supporting specific research projects and activities (covering research projects, institution-/own-funded Research, support for PGRs).
	

	C3.7.  Recalculate the infrastructure technician rate.  Ensure that it excludes all DI staff (see point 2 above) and excludes any costs included in the pool technician rate (point 6 above).  Ensure that it excludes all T and O activity.
	

	C3.8.  Total the laboratory technician costs included in points 5, 6 and 7 above and check that this figure has been excluded form the estates (or indirect cost) totals for Research, along with all DI staff (see  point 2 above).
	

	This part of the review is informed by the rates, their calculation and an audit trail to the trial balance.
	

	Method



	C3.1 – Discuss with the TRAC Manager where the costs of Laboratory Technicians are in the TRAC model (i.e. identify whether they have been left in the estates or indirect costs).  Identify whether the institution has the three categories of laboratory technician costs and understand how these costs have been identified.  Ensure that the basis used to identify these costs is in accordance with the guidance.

C3.2 – For DI Laboratory technicians consider whether the basis used to identify these costs supports that these staff are 100% chargeable to a project.  Where they are 100% utilised across a number of research projects identify whether timesheets have been used to inform the split of costs.  Review the level to which costs have been allocated as detailed in the assessment section above.

C3.3 – Obtain the calculations for the DI staff charge out rates.  Agree the costs back to the TRAC model and ensure that 1650 hours has been used as the denominator.   If not already covered elsewhere in the QAV review agree the laboratory technician costs from the TRAC model to the Trial Balance.  

C3.4 – Through discussion with the TRAC Manager gain an understanding of how the activities of DA Laboratory technicians have been identified.  Ensure that there has been a survey of some form that collated data in the areas outlined in the assessment section on the previous page.  Remind the institution that this basis will need revision at least every three years.  

C3.5 – Confirm how the institution has prevented double counting where laboratory technician costs have been included within MRF costs (where relevant).  Ensure that where laboratory technician costs have been included in the MRF that these cost shave been deducted form the laboratory technician charge out rates. 

C3.6 – Obtain the detailed workings for the Pool Technician charge out rate.  Verify that the DI laboratory technician costs have been excluded.  Confirm that only the DA Laboratory technician costs in respect of work on specific research projects are included in the Pool Technician rate.  Agree the figures used in calculating the rate to the source documentation and re-cast the calculation.

C3.7 – Obtain the detailed workings for the Infrastructure Technician charge out rate.  Verify that the DI laboratory technician costs have been excluded and that any costs included in the Pool Technician calculation have been excluded.  Verify that the total costs included in the DI, DA Pool Technician and the DA Infrastructure technician rates do not exceed the total laboratory technician costs incurred by the institution.  Agree the figures used in calculating the rate to the source documentation and re-cast the calculation.

C3.8 – Discuss with the TRAC Manager how the institution has ensured that the laboratory technician costs have been excluded from the Estates costs.  Verify that this is the case.



	Results

	

	Conclusion
	Overall assessment




C.4  Major Research Facilities (MRF)

	TRAC requirement
	Category

	Major Research Facilities are to be charged as separate DA costs no later than 1 February 2008.   

(Part IV, Section G.2)
	LAB

ESTATES



	Assessment                                 

                                                                              
	Level

	C4.1.  Are at least three research facilities are being charged directly to research projects, separately from estates, in research-intensive institutions?  Is the biological services facility one of these, costed as a major research facility (MRF)? *
	

	C4.2.  Is it clear how each facility is being charged?  i.e. as a MRF (including depreciation, estates, technicians costs etc) or as a small research facility (SRF)?  And as DI (charges made on actual recorded usage or actual expenditure) or as DA (charges made on estimated usage)? *
	

	C4.3.  Are there procedures in place to ensure that all DI or DA equipment or facility costs, that are being charged to research projects via charge-out rates, follow the TRAC minimum requirements (see C.5 (A) below)?  This would include all ‘access charges’. *
	

	C4.4.  Is there a procedure to ensure that any likely changes to the classification of a research facility during the year are planned in advance – and an estimate of the likely impact is reflected in the estates costs at the beginning of the year? *
	

	This part of the review is informed by a list of all research facilities that are being charged directly to projects, and their classification as MRF or SRF; and as DI or DA. *
	

	Method



	C4.1 – Obtain a list of the MRFs for which cost rates have been calculated, ensuring that at least three research facilities are being separately charged to projects.  From the list of costed MRFs ascertain whether any of these relate to the biological services facility.  If this is not the case consider appropriateness of the range of MRF rates calculated.  Where MRFs have not been calculated obtain explanations and pragmatically consider whether this is appropriate given the type of institution.  

C4.2 – Review the list of MRF/SRF rates together with the guidance/instructions that are provided to PIs and ascertain whether it is clear as to how such facilities should be costed within projects (DI / DA).  Verify that the calculated of SRFs excludes the relevant items as outlined in the assessment section.   Consider the clarity of the guidance that is provided to PIs concerning MRFs / SRFs and the basis for costing these into bids.

C4.3 – Discuss with the TRAC Manager the control framework over the calculation and publication of MRF rates.  It is expected that all such rates will be reviewed (where calculated locally) and approved centrally in the institution to ensure compliance with the TRAC requirements.  Where this is not the case, identify how the institution is assured that its MRF rates have been calculated in accordance with the TRAC requirements?

C4.4 – Through discussion with the TRAC Manager identify whether there is a process in place through which details of purchases / changes in the research facilities available in the institution, are communicated to the TRAC Manager in order for the necessary adjustments / estimates to be obtained and represented in the Estates cost rate.  Identify whether there are any live examples of this and walk through how/if these costs have been estimated and included within the estates cost.

	Results

	

	Conclusion
	Overall assessment




The review carried out for a sample research facility rate is described in Section C.5 (A) below.  Please review three research facilities, including the biological services facility, where the institution has one. 

C.5 (A)  Named MRF

	TRAC requirement
	Category

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

This requirement applies no later than 1 February 2008.

The financial impact on the estates rate will be considered when making an assessment of the overall level of compliance.

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


	Relevant MRF rate (from 1 February 2008)

	Assessment                                   

                                                                            
	Level

	C5.1.  For MRFs: Is the depreciation element of the annual costs of the MRF 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 are deducted from the estates cost, resulting in no additional charge to sponsors).  (Part IV, Chapter G.2, para 8)  Recalculate depreciation.
	

	C5.2.  Are all other annual costs robustly estimated?  e.g. the annual costs include fixed costs such as insurance, estates usage, management and administration.  They include appropriate running costs which might vary by the amount and type of usage – these costs might include consumables, spares, power, 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).  Recast the total annual costs.
	

	C5.3.  If the time of a technician or academic is included in the MRF costs, is this time excluded from the laboratory technician (pool or infrastructure) rates, estates rates, or indirect costs? (i.e. it 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 indirect cost total).  (Part IV, Chapter G.2, para 10)   Trace the figures.
	

	C5.4.  Is an annual usage (expressed for example in hours per day, or units of output) estimated by an appropriate expert?  Does this usage cover all activities – i.e. its use for Teaching, PGRs, institution-/own-funded Research, external Research projects, Other activities – whether the cost of that use is recoverable or not?  (Part IV, Chapter G.2, paras 15-17)

If this usage is lower than a ‘reasonably efficient’ utilisation that could be expected from a similar MRF in a university environment then has the latter been used?  (A proxy for this might be obtained from a comparison with market prices.)
	

	C5.5.  Are the total annual costs divided by the annual usage by all activities to give a charge-out rate for each time or unit of output?   (Part IV, Chapter G.2, para 18)  Recalculate.
	

	C5.6.  Is an estimate made of the total MRF costs attributed to (used for) Research?  Does this cover the use by PGRs, institution-/own-funded Research and all external sponsors?  Does this reflect 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)  Recalculate.
	

	C5.7.  Are these Research costs (that reflect actual utilisation) 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?  (Part IV, Chapter G.3, para 3)  Trace the figures to the estates and indirect cost models (see also QAV-METHOD  C.2 point 2).
	

	This part of the review is informed by the rates, their calculation and an audit trail to the trial balance.
	

	Method



	C5.1 – Discuss with the TRAC Manager the basis used for calculating the depreciation costs that have been included in the MRF calculation.  Ensure that the calculation includes each element highlighted in the assessment section.  Recalculate the charges and agree each figure back to the source data.  

C5.2 – Gain an understand of how the annual costs have been estimated.  Appraise whether the approach accords with that outlined in the assessment section above.  Recalculate the costs for accuracy and agree each figure back to the source workings.

C5.3 – Further to the test at C2.2 identify from the TRAC Manager whether there is any element of laboratory technician costs included in the MRF rates.  Where this is the case verify that the relevant costs are only included in the MRF rate and that the appropriate deduction has been made from the Estates / Indirect cost and/or Laboratory Technician cost rate.  Verify the deduction of these costs to be satisfied that the process as described has ensured that the costs are only included once.

C5.4 – Confirm with the TRAC Manager how the annual usage has been estimated.  Ensure that this is an appropriate and informed basis which, if necessary, has involved an appropriate expert.  Confirm whether the estimation of usage covers all activities and not just research activity.  Where the utilisation level appears very low seek an explanation for this.  Also consider contacting the QAV reference point to confirm whether the explanation provided accords with experience across the sector.  

C5.5 – Recalculate the charge out rates by agreeing the costs back to source documentation.  Ensure that the certified ‘usage’ has been used as the denominator to give the unit cost.  Confirm that this has been calculated accurately. 

C5.6 – Confirm with the TRAC Manager how the institution has calculated the total MRF costs that should be deducted from the estates cost rate calculations.  Confirm the basis of utilisation that has been used and ensure that this is the actual / best estimate of utilisation and not a reasonably efficient utilisation figure.  Verify that utilisation figure used and re-cast the calculation of MRF costs incurred in respect of R activity.

C5.7 – Using the calculations verified in C5.6 verify that these costs have been from the Laboratory estates cost rate and if appropriate the indirect cost rate.

	Results

	

	Conclusion
	Overall assessment




C.6  Indirect cost rate for Research

	TRAC requirement
	Category

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

Full robustness is to be achieved on 2006-07 data i.e. rates calculated for 1 February 2008.  This relates in particular to the FTEs (see QAV-METHOD  C.1)


	INDIRECT



	Assessment                     

                                                                                       
	Level

	C6.1.  Agree the indirect cost total used in the calculation of the indirect cost rate with the indirect costs for Research identified in the TRAC model (see QAV-METHOD  B.6).
	

	C6.2.  Is there a single indirect cost rate, expressed in terms of £ per academic/researcher/PGR?  (Part IV, Chapter D.2, para 4)
	

	C6.3.  Has the indirect cost rate been indexed by two years price rises?  Is that index appropriate? – i.e. it is used for planning purposes, or is from an established source.   (Part IV, Chapter D.3, paras 3-4)  Is it reasonable?
	

	C6.4.  Is there an appropriate process for institutional approval of the rate once calculated?
	

	C6.5.  Is 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)
	

	C6.6.  If the rate is outside the latest set of upper quartile or lower quartile (UQ or LQ) sector rates then is there a justification for this? (The same question was asked under QAV-METHOD  A.3)  (Part IV, Chapter D.5, paras 1-3)
	

	C6.7.  Recalculate the rate.  The rate calculation is shown on QAV-DATA  C.
	

	Method



	C6.1 – Agree the indirect cost total used in the calculation of the indirect cost rate through to the TRAC model.  

C6.2 – Through review confirm whether the indirect cost rate is expressed in terms of £/FTE.

C6.3 – Confirm with the TRAC Manager whether the cost rates have been indexed.  If so, identify the number of years indexation applied and the rate of indexation.  Ensure that the rate applied is reasonable and confirm the basis of the rate applied.   

C6.4 – Gain an awareness of when the rates were calculated and identify if/how the rates were reviewed and approved by the institution in advance of these being used (from 1 February).  Where the rates have not been approved enquire as to how the institution is assured that the rates are correct.  Consider the result of this test alongside the findings from section A as to the control environment and degree of management oversight.

C6.5 – Confirm with the TRAC Manager the process for updating the cost rates that are used by the institution each year.  Identify the date when the new rates were effective for the last year and ensure that this is no earlier than 1 February and no later than 6 months from this date.

C6.6 – Review the QAV Data benchmarking and appraise whether any of the cost rates (Estates and Indirect) are outside of the upper or lower quartile.  Where this is the case identify whether the institution has investigated the reasons for this and obtain an explanation for the outlying results.

C6.7 – Re-cast section C of QAV Data to ensure that the rates have been correctly calculated.



	Results

	

	Conclusion
	Overall assessment




C.7  Academic staff charge-out rates

	TRAC requirement
	Category

	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.


	STAFF

	Assessment                                                      
                                                         
	Level

	C7.1.  Are charge-out rates established for every individual, or for pay groups or bands?  If the latter, are these described in a way that they will be correctly and consistently applied?  (Part V, Chapter C.3, para 3)   Scrutinise the staff categories used for pay bands and their definitions.  
	

	C7.2.  Are the pay bands based on the average pay for appropriate staff?  (Part V, Chapter C.3, para 5).  Are these recalculated at least every three years?  (Part V, Chapter C.3, para 5) (Annually for TRAC EC-FP7).
	

	C7.3.  Do the salaries or pay bands include on-costs, allowances, honorariums?  Do they exclude payments that relate solely to clinical work (e.g. merit awards/clinical excellence awards) or academic overtime?  (Part V, Chapter C.3, para 4)  Are redundancy and severance payments included in the indirect cost rates, and excluded from the salary charge-out rates?  (Part V, Chapter D, para 33)
	

	C7.4.  Is an uplift included, when appropriate, to reflect a proportion of additional payments incurred for increment drift?  Are the charge-out rates on RC projects costed on current scales adjusted to include average increments for the whole project, but with no indexation to start date?  Are any likely increases related to pay modernisation etc included? Are promotions and performance related pay included where they are reasonably certain (not ‘just in case’)? (July 2006 Update to the Guidance)
	

	C7.5.  Are there adequate control procedures to ensure that:

· staff are classified against the appropriate scale and band;

· pay is updated correctly?


	

	C7.6.  Are the annual salary costs divided by 1650 hours when calculating hourly rates, and 220 days when calculating daily rates?  (Part V, Chapter C, paras 11-13)  Recalculate the rates.  (This is may require access to and review of that part of the project costing system.)
	

	Method



	C7.1 – Through discussion with the TRAC Manager identify how the charge out rates for academic staff are calculated.  Where pay bandings are used are these consistently used across the TRAC model?  Review the pay bandings used and consider the definitions of the bandings.  

C7.2 – Although not a requirement it could be easiest to actually review the TRAC model to verify a sample of different staff and trace the grouping to which they have been classified.  Ensure that these staff are allocated to the most appropriate category.   Then continue to confirm how the average salaries have been calculated.  Ensure that the actual salaries of all staff in each group have contributed to the calculation of the average cost..

C7.3 – Confirm with the TRAC Manager whether the staff costs are inclusive of all on-costs.  Verify that redundancy costs have been excluded from the staff costs and included in the indirect cost rate.  Where the institution has a medical school appraise whether any work has been undertaken to ensure that payments that relate solely to clinical activities have been excluded.   

C7.4 – Discuss with the TRAC Manager or possibly the Research Office how incremental drift and inflationary staff cost increases have been factored into the staff charge out rates.  Also verify that the impact of pay harmonisation and performance related pay included.  It may be helpful to review the workings of these costs to understand how these items have been reflected in the rates.

C7.5 – Given the volume of data gain an awareness of the process and controls that are in place to ensure that staff are appropriately classified and that pay scales / pay information is updated accurately.  

C7.6 – Review the calculations for the staff charge out rates and verify that 220 days / 1650 hours are used as the denominator.  Verify the staff costs from the TRAC model and recalculate the staff charge out rates for each band.  Where ‘spot salaries’ are used for costing purposes select a sample of staff and manually calculate the rates and compare this to the rate calculated by the TRAC model / Costing software.

	Results

	

	Conclusion
	Overall assessment




Section D.   Charging DA and Indirect costs to projects

This section of the QAV process reviews the methods used to charge directly allocated (DA) costs and indirect costs to Research projects.

This mainly covers the application of the charge-out rates to the quantity of resources needed to carry out the project.  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.

D.1   Academic staff costs (DA)

	TRAC requirement
	Category

	Academic staff time and academic staff charge-out rates are applied robustly to projects.  

(Part V, Section B)


	STAFF

	Assessment         
                                                                                                         
	Level

	D1.1.  Has there been a review of the techniques and estimates used to estimate time (required no later than 31 December 2007) to ensure a fair and reasonable estimate of the actual time likely to be taken is being made? (Part V, Chapter C.2, para 11)
	

	D1.2.  Do 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?  Do they take account of name/grade (see categories for full pay bands and definitions, QAV-METHOD  C.7)?  Do 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.2, paras 2-6)
	

	D1.3.  Do the processes ensure that the latest rates are applied to project costings once they are available, but not before the salary scales apply?   Is there version control?
	

	D1.4.  Do 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) 
	

	D1.5.  Are the processes 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)
	

	D1.6.  Do the instructions inform staff that the total time that charges by a group of individuals to projects priced on a cost-basis in a year should not exceed 1650 hours per FTE? (it is not a requirement for the time of each academic to be recorded or aggregated to check this.)  (Part V, Chapter C.4, para 1 (b) and (c))
	

	D1.7.  Are there processes that:

· highlight cases where the academic will not have available the time that they have estimated is necessary to carry out the work (Part V, Chapter C.4, para 1 (a))?  

· check that the salary costs (or time) estimated and charged by a group of academics on projects funded on a full cost basis by public sponsors (RCs, OGDs, EC-FP7) and including a part of their time on Support does not exceed the total salary cost that it is estimated that they will be paid (or 1650 hours) (Part V, Chapter C.4, para 1 (b))?

· 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 F, paras 26-29)
	

	Method



	D1.1 – Obtain details of how staff time is estimated for the purposes of allocating DA time to projects.  Obtain details of when this approach was last reviewed.    

D1.2 – Obtain a copy of the instructions that have been provided to PIs.  Consider whether this guidance is consistent with the process described in D1.1.  From the TRAC Manager identify how any existing grants/funding awarded is reflected in the calculation of staff costs to be allocated to projects.  Review the PI instructions and appraise whether the staff bandings described are consistent with this identified in C7.1.  Where this is not the case seek explanations for any differences.  

D1.3 – Through discussion ascertain the process that is followed to provide update staff charge out rates.  How does the institution ensure that salary rates are not released in advance of any pay awards / increments taking effect?   Identify if/what version controls are in place over the release of new staff charge out rates and appraise for sufficiency.

D1.4 – Gain an understanding of how academic staff time spent training and supervising PGR students that are working on projects is recorded.   

D1.5 – From the TRAC Manager identify the basis (unit) that staff are instructed to use in estimating their input to projects.  Ensure that this is consistent with the basis used in the calculation of the staff charge out rates.  

D1.6 – Review the PI guidance to ascertain whether staff are informed that no more than 1650 hours should be allocated to cost based research projects in a given year.  Where the guidance is not explicit discuss with the TRAC Manager whether the 1650 rule is applied and if so, how.

D1.7 – Through discussion with the TRAC Manager identify the processes, controls and reporting protocols that are in place to fulfil the three requirements set out in the assessment section above. Appraise these sufficiency of such processes.

	Results

	

	Conclusion
	Overall assessment




D.2  Application of DA and indirect charge-out rates

	TRAC requirement
	Category

	There are robust processes to ensure that other DA and indirect cost charge-out rates are applied robustly to projects.   Part V, Section B


	Relevant RATE



	Assessment                               

                                                                                   
	Level

	D2.1.  Do the instructions to PIs (or other staff preparing project costs) and/or the methods they use ensure that the rates:

· are the correct institutional rates?  Check that the rates are those reported on QAV-DATA C.
· 
relate to the right time period (i.e. are updated no earlier than 1 February of each year)?

· are indexed correctly?  (i.e. indirect and estates rates used to calculate charges on Research Council projects incorporate two years indexation; and laboratory technician, MRF and DA staff rates are at current price levels; but those submitted to other sponsors are indexed to derive Year 1 costs and are then further indexed to derive the costs for each subsequent year of the project.)  (Part V, Chapter E, paras 2-16; and July 2006 Update)
	

	D2.2.  Are the rates based on FTEs applied to:

· the same type of staff who are included in the denominator of the indirect cost, estates, and laboratory technician infrastructure rate calculations?  For example, 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 (see July 2006 Update to the Guidance); the right rate is applied to laboratory staff working on desk-based projects and vice versa;  (Part V, Chapter C.3, para 8)

· PGR student numbers that are weighted (by 0.2 for indirect cost rate, 0.8 for laboratory estates rate and laboratory technician infrastructure rate and 0.5 for non-laboratory estates rate)? (Part V, Chapter D, para 46)
	

	D2.3.  Are MRF rates based on units of consumption, output or process (e.g. hours, plates, runs) applied to the right output type or process type? 
	

	D2.4.  Are laboratory technician pool charge-out rates applied to pool technician estimates based on the same unit of time?  Are there instructions to ensure that these estimates do not include any time of staff that is being charged as a DI cost or is considered to cover infrastructure activity?
	

	D2.5.  Is the difference between costing and pricing clear?  e.g. project costs under TRAC fEC include the costs of supervising and training a PGR 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.  (It is not a minimum requirement to include costs that are not eligible for funding by sponsors, but it is good practice.)  (Part V, Chapter D, paras 39-45)
	

	Method



	D2.1 – There will be two approaches to appraising these requirements, which will depend on whether the institution has a costing system or whether a more manual approach is adopted.  Where there is a costing system, agree the indirect and estates cost rates to the source data in the system.  Ensure that the current year rates are being used by the costing system.  Ensure that the rates used by the system are those that are indexed and agree to the rates verified in the previous sections of the QAV review.  Where the system is more manually driven agree the various rates to the guidance / other form of communication.    

D2.2 – Verify that in the calculation of the estates and indirect cost the PGR student numbers are weighted using the appropriate weightings are detailed in the assessment section above.  Discuss with the TRAC Manager how FTEs are counted for application of the estates cost rate.  Ensure that FTEs for staff working off campus are excluded from the project costing.  Conversely where there are visiting academics participating in research projects then these FTEs should be included.  

D2.3 – Possibly by reviewing an example, identify the units of MRFs used to calculate the cost to include in a research bid.  Ensure that this costing is based on the agreed units of consumption.  

D2.4 – Gain an awareness of the instructions that are provided for costing into projects pool laboratory technicians.  Ensure that this prevents any double charging between DI and the pool rate.  Also appraise how costs associated with infrastructure are excluded from the estimates of pool technician consumption.     

D2.5 – Through discussion identify the actual costs that are recorded against individual projects.  Gain an awareness of whether indirect and estates costs are allocated on the basis of the costs awarded over the lifetime of the project.  Similarly appraise the extent to which PGR costs are allocated to projects.



	Results

	

	Conclusion
	Overall assessment




Annex 1 - List of evidence to be sighted by the QAV Review Team
The institution’s completed QAV-METHOD and QAV-DATA will be obtained from RCUK.

Other evidence to be sighted by the Team does not need to be sent to RCUK in advance of the review, but should be readily available when the Team visits:

· TRAC cost model (computer system that attributes the costs, along with the associated documentation supporting the system.  This would cover the attribution of all costs (but not TRAC (T)) and would include the estates cost attribution model and  the calculation of the estates, indirect cost, MRF, laboratory technician and academic staff pay band rates;

· Access to the project costing system (to see how the rates are being applied);

· Reviews by the internal or external auditors or from a TRAC EC-FP7 audit;

· Financial statements;

· Annual TRAC return;

· Insurance valuation;

· Trial balance;

· Payroll/staff record/budget etc that provides a list of academic staff who are considered for inclusion in the time allocation survey;

· TAS survey form and accompanying instructions/definitions;

· Estates usage (e.g. survey)  – showing estates use by department and by activity;

· Cost per square meter for laboratory space and for non-laboratory space;

· Description of cost pools and cost drivers;

· Source of the data for each cost driver (which have been used to attribute significant levels of costs) including:

· Academic staff numbers used as a cost driver of the TRAC cost model;

· The two staff counts used to provide staff FTE numbers used in the denominator of the rates calculations;

· PGR student numbers used as a cost driver;

· List of costs that are 100% allocated to T, R, O (i.e. not to S);

· The laboratory technician and MRF rates, their calculation and audit trails to the trial balance;

· Description of pay bands and their definitions;

· Instructions to PIs (or to other staff) for use when costing projects;

· Calculation of academic staff charge-out rates (possibly requiring access to the project costing system);

· Reconciliation of staff numbers (academic staff, RAs/fellows, hourly paid lecturers):

· Used as a cost driver in the annual TRAC model;

· Reported in the financial statements;

· Included in the denominator of the Research rate calculations;

· Reconciliation of student numbers (PFT, NPFT including overseas and non-credit bearing NCB):

· Used as a cost driver in the annual TRAC model;

· TRAC (T) HESA numbers (plus NCB) where available;

· The PGR numbers included in the denominator of the Research rate calculations;

· Reconciliation of the costs used to calculate the Research indirect and estates cost rates to various parts of the TRAC model:

· Total indirect costs;

· Total estates costs;

· Costs allocated 100% to T, R, O;

· Academic staff costs;

· Reconciliation of these (listed directly above) to the trial balance (plus cost adjustments).

Annex 2 – QAV Review – File Structure

Below is a template for the structuring of the review file. 

	Institution

	

	Date of Visit

	

	Review team
	


A. Review completion checklist

B. Quality review

C. Reporting & Follow up

CA. Follow up review / confirmation of compliance



CB. Final Report



CC. Draft report



CD. Closure meeting record and summary assessment

D. Planning


DA. Correspondence


DB. Kick off meeting record

E. QAV documents


EA. Institution completed QAV Method


EB. Institution completed QAV Data
F. Testing


FA. Control Environment


FB. Annual TRAC


FC. Calculation of the charge-out rates for research


FD. Charging DA and Indirect costs to projects

G. Supporting documentation

Annex 3 – Closure meeting record and summary assessment
Below is the template to use for the closure meeting.  A copy of this can be left with the institution on the understanding that this does not constitute the formal written output and is simply an aide memoir for the closure meeting.

	Institution
	
	Date
	
	WP No.
	

	Attendees
	Institution
	

	
	QAV Review team
	


Preliminary assessment

	A – Control Environment
	Assessment
	

	No
	WP Ref
	Observation/recommendation
	Management response
	Included in Report

Yes/No
	Comment

	1) 
	
	
	
	
	

	2) 
	
	
	
	
	


	B – Annual TRAC
	Assessment
	

	No
	WP Ref
	Observation/recommendation
	Management response
	Included in Report

Yes/No
	Comment

	3) 
	
	
	
	
	

	4) 
	
	
	
	
	


	C – Calculation of the charge-out rates for Research
	Assessment
	

	No
	WP Ref
	Observation/recommendation
	Management response
	Included in Report

Yes/No
	Comment

	5) 
	
	
	
	
	

	6) 
	
	
	
	
	


	D – Charging DA and indirect costs to projects
	Assessment
	

	No
	WP Ref
	Observation/recommendation
	Management response
	Included in Report

Yes/No
	Comment

	7) 
	
	
	
	
	

	8) 
	
	
	
	
	









