TRAC EC-FP7 Update

12 March 2009

This is the first in a series of updates that will be produced over the next year.  It clarifies the TRAC EC-FP7 Guidance, issued 10 November 2008.  

1.  The Guidance

The Guidance can be found on the Universities UK website. Please go to the research policy section at 

http://www.universitiesuk.ac.uk/PolicyAndResearch/PolicyAreas/Pages/Research.aspx and scroll down to the sub section on Europe. The guidance is the first link under this section. The associated annexes are also included.  Please note that annex 3 has two parts.  The Guidance is dated 10 November, but now represents the final version, rather than the draft. 

A letter from Janez Potocnik, Member of the European Commission, is included with the Guidance.  This was issued 10 December 2008 and states that the TRAC EC FP7 Guidance provides a sound reference framework for the costing of FP7 grants.
Annex 1 (Model form E) has changed to reflect the final FP7 Model Grant Agreement, Version 2, 02/10/2008.  Track changes are given in this latest version, dated 22 December, to indicate the differences from this and the previous version dated 10 November 2008.

2.  Clarification and development of the Guidance

The following FAQs change or add to the TRAC EC-FP7 Guidance.  They have arisen as institutions have started to consider implementing the methods, during the workshops, or as the EC itself has issued new guidance.  

The answers have been prepared in consultation with those involved in EC-FP7 in the UK.  They are only in draft at this stage – they are being submitted to the EC for comment or approval.  It should be noted, however, that this may take some time and that additional detail cannot be guaranteed.  In the meantime, we recommend that institutions implement the methods as described here.

Q1.  What is the latest eligibility criteria to be able to apply for a Certificate on the Methodology?

A1.  The Commission has now agreed
 the following:

· to keep the FP6 eligibility criteria: at least 8 participations in FP6 contracts with an EC contribution equal or above EUR 375,000, and

· to add criteria for the beneficiaries who did not meet the above FP6 criteria but would meet :

· either at least 4 participations in FP7 Grant Agreements signed before the 1st January 2010 with an EC contribution equal or above EUR 375,000,

· or, at least 8 participations in FP7 Grant Agreements with an EC contribution equal or above EUR 375,000 at anytime during the implementation of the FP7.
Q2.  When I move to TRAC EC-FP7 do I use it on all projects from then on?

A2.  Yes, apply the same methodology to all projects that are pre-contract stage.  You do not have to back-date this to cover existing contracts, or to re-cost them.

Q3.  Do you need to apply TRAC EC-FP7 before you apply for a Certificate on the Methodology?

A3.  Yes.  You need to have been actively using TRAC EC-FP7 on at least one project before you apply for a CoM.  Part of the audit procedures include looking at the results of your costing methods for a project.

Q4. Can you apply TRAC EC-FP7 and not apply for a Certificate on the Methodology?

A4.  Yes.  A Certificate on the Methodology is optional (however, see Q5).  It is there to give the institution assurance.  However, without a CoM in place, the indirect cost methods may be reviewed as part of every Certificate on the Financial Statements, and it would be more cost effective, and provide more reassurance to the institution, if they had a CoM.  

Q5.  Do I need to ask for approval of a CoM on my average personnel cost method?

A5.  Yes.  And you need to obtain this approval before you apply any average personnel costs to a project.  Until you have this approval you need to apply actual personnel costs.   (“The beneficiary is obliged to use actual costs per person until the Commission approves the proposed average methodology”
)

Q6.  What happens if the auditors find something amiss during their QAV audit?

A6.  The TRAC methods should be amended to ensure that the institution is in compliance with the TRAC/fEC requirements.  If the methods are not corrected, then this may need to be reflected in the ‘statement to be made by the beneficiary’ or ‘factual findings’ (Annex VII Form E (part)) for that institution. 

Q7.  How do I calculate the GDP expenditure deflator?

A7.  The deflator should be applied to the whole year.  The first example on http://www.hm-treasury.gov.uk/data_gdp_annex.htm may be helpful.  The whole year applies irrespective of when the project finished during its final year.  

The deflator relates to H M Treasury year-end (March) which is different from universities’ year-ends (July).  This timing difference can be ignored (and the deflator for the year to March 2009 just applied to the costs for the year to July 2009, for example), or the costs can be split into 8 months (August to March) and 4 months (April to July) and the deflators for the two separate years can be used.

Where necessary, forecast GDP deflators can be used (provided by the Office for National Statistics, on the Treasury website, above).

Please note that the reference to the GDP expenditure deflator on p14 and p35 of the TRAC EC-FP7 Guidance is incorrectly stated as GPD.

Q8.  When exactly do academics (and other staff on FP7 projects) need to start completing timesheets under TRAC EC-FP7?

A8.  Please note that this advice applies to organisations using TRAC EC-FP7. Organisations that do not use TRAC EC-FP7 will require a reliable way of measuring working time on a project for the duration of that project’s Grant Agreement. If you are not using TRAC EC-FP7 you should refer to the guidance on time recording provided in the FP7 Guide to Financial Issues on page 38 – 41.

Timesheet Guidance for TRAC EC-FP7

There are two reasons why timesheets are required. Firstly, to charge time to a project, and secondly, to determine the annual productive hours that are used to calculate the personnel charge-out rates (annual salary/annual productive hours).  This second, equally important, use of timesheets under TRAC EC-FP7 means that timesheets will need to be completed for longer than just for the duration of that project’s Grant Agreement. 

For TRAC EC-FP7, the point in time that timesheets must start to be completed depends on whether institutions are calculating average personnel charge-out rates (e.g. based on pay groups), or individual charge-out rates.   

a)  average personnel charge-out rates

All staff working on FP7 projects should start completing timesheets at the start of the negotiation stage i.e. after application.  This may be before the co-ordinator or the EC have signed the contract, but will be after award.  

Some institutions may find it difficult to ensure that their academics start completing timesheets at this early stage.  This is an important requirement from the EC, and they need to put in place procedures that will remind or check that this is happening.

If a university employee did not know at the start of the negotiation stage that they would be working on that project then they should start to complete timesheets as soon as they became aware.  No backdated timesheets are necessary.

If a university employee knows at the time of the award that they will be working on the project only in year 3 (say) then they should start completing timesheets immediately (at the start of the negotiation stage), and not just in year 3.

Note that timesheets must be completed by staff until the end of the institution’s financial year in which they have finished their work on any FP7 project.

b) individual personnel charge-out rates

Staff working on the project in year one should again start completing timesheets at the start of the negotiation stage i.e. after application. 

Staff starting to work on FP7 projects after year one should start to complete timesheets at the beginning of the financial year in which they start work on the project.  

Again, all staff must complete timesheets until the end of the institution’s financial year in which they have finished their work on any FP7 project.

Q9.  Where should academics record their management time?

A9.  Some management time falls within the category of ‘management’ activity that is separately identified in a FP7 project budget.  This needs to meet the criteria for this activity (as set out on page 18 of Annex II of the General MGA) and does not include scientific management.  Eligible management time should be recorded separately under the first category of time on the timesheet (“1(a), 1(b) etc:  time on each Commission project, by activity (i.e. with reference to the relevant ‘action’ or ‘work package’)).  This management work would of course relate specifically to that project.

All other management activities (as defined by TRAC) should be recorded under the second category of time (“2: time on management and administration”). 

Q10.  Do PGR students working on a TRAC EC-FP7 project need to complete timesheets?

A10.  Yes.  PGR students who are working on a FP7 project costed and charged using TRAC EC-FP7, and whose stipends are being charged to that project should complete timesheets.  Both estates and indirect costs should be applied to their time (or salary, depending on method chosen).  If the FTE method of charging is being used then their time should be weighted, as for TRAC/fEC.  If the % salary method of charging is being used then this should be applied to their stipend (not to fees), but no weightings should be applied.

Q11.  How do I identify irrecoverable duties?

A11.  The attached paper ‘irrecoverable duties.doc’ describes what duties should be included and how they can be identified.

Q12.
When calculating irrecoverable VAT do I still use the publicly-funded and non-publicly funded classifications?

Yes, continue to use the example described in Annex 2 of the TRAC EC-FP7 Guidance as a basis.  TRAC/fEC no longer formally classifies Research as PFR or NPR, but the classification given in Annex 2 is still relevant.  

Note that the definition of the EC research sponsor type in TRAC/fEC is changing, to fall in line with HESA, with EC Government Bodies being combined with European Community grants.  However, you should continue to use the classifications given in Annex 2.

Q13.  What adjustments do I need to do to my research facility rates?

A12.  Your policies on what to charge as a research facility would remain the same as for TRAC/fEC.  

As only historical cost depreciation is allowed under TRAC EC-FP7, then the depreciation included in the rate, and any adjustment made to the estates cost pool, should reflect only this type of depreciation.  

As for indirect cost rates, the actual costs incurred each year should be used to calculate actual cost rates – whether the facility is DI or DA, and is a MRF or a SRF.  This will need to replace any facility rates that have been calculated using prior year, or estimated, costs.

Under TRAC/fEC, DI research facilities are charged on the basis of actual utilisation – this would continue (a timesheet similar to that for personnel costs could be used).  Actual costs would then be charged to projects (when the information is available) based on actual utilisation.

Under TRAC/fEC DA research facilities are charged on the basis of estimated utilisation, as records of actual utilisation are not available.  These are therefore considered to be similar to estates costs under TRAC EC-FP7.  Therefore actual costs would replace the estimated costs (when the information is available), and the institution’s allocation methods (used to make the original TRAC/fEC charges to projects) would continue to inform the allocation of these actual costs to projects.

Q14.  And laboratory technician charges?

Q13.  These should be calculated exactly the same way as for TRAC/fEC.  

Any DI technicians charged to projects need to complete timesheets.  They will charge actual costs to a project, based on time spent.

DA charges for TRAC/fEC (whether pool or infrastructure) are usually based on past or estimated costs.  Again, these will need to be replaced with actual costs for TRAC EC-FP7.  As these staff do not complete timesheets, DA laboratory technician costs are considered part of the estates costs and the methods for their allocation to projects should be consistent with that of TRAC/fEC.

Note that no indirect costs are charged onto technicians’ time.

Q15.  How are TRAC EC-FP7 costs reported on the Certificate on the Financial Statements?

A14.  Costs calculated using the TRAC EC-FP7 methods are of course included as eligible costs in each project’s Certificate on the Financial Statement (CFS).  

The adjustments to reflect actual indirect costs for prior years (replacing the estimated costs that had to be used before the actual costs were available) would be entered as ‘prior year adjustments’ on the Financial Statement.  

If the Financial Statement straddles two of an institution’s financial years then the costs will need to be split to reflect the different indirect cost rates in those two years.

If you have an approved CoM (covering both personnel and indirect costs) then the obligation to provide an intermediate CFS (whenever the EUR 375,000 threshold is reached) is waived.  This applies whether the CoM covers the methods for actual personnel costs or average personnel costs.

3.  TRAC EC-FP7 Helpdesk

The HelpDesk for TRAC EC-FP7 is run by Melanie Burdett of J M Consulting, contactable at director@jmc1.org or 0117 959 3687

The basis on which Melanie can answer queries is as follows:

· she is authorised by UUK (and HEFCE/TDG) to do so; and as the main author of the original TRAC EC-FP7 Guidance she is very conversant with the reasons behind the requirements stated in it, and was closely involved in discussions and negotiations with officials in the EC.  She will take advice from UKRO and KPMG where helpful. 

· If she is unsure of the answer she will contact the European Commission’s “Research Enquiry Service” (http://ec.europa.eu/research/enquiries).  Whilst this facility is open to any institution, institutions are encouraged to contact Melanie in the first instance, to try to maintain a co-ordinated and consistent implementation of TRAC EC-FP7.

· However, only the European Commission can approve an institution’s methodology (through their submission of their own CoM).  

Please note that the HelpDesk supports all UK Higher Education Institutions but only covers matters relating to TRAC EC-FP7.  For all other matters relating to the EC, or FP7, please contact UKRO (if you are an organisation that is a UKRO subscriber).  For other matters relating to TRAC, please contact the funding councils (or Melanie in the case of TRAC (T) and laboratory technicians/research facilities).

Melanie has set up a contacts list, members of whom will receive copies of updates and other material on TRAC EC-FP7.  If you no longer wish to appear upon this list, or know of a colleague who would like to be included, please let Melanie know.

Melanie Burdett

J M Consulting

director@jmc1.org
0117 959 3687
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