Annex 2

Financial Conditions

Subject to the following conditions, grant funds may be used, without reference to NERC, in such a manner
as to best carry out the research. The value of a grant may be varied in accordance with the Treasury Gross
Domestic Product (GDP) deflators or to take into account any other Government decisions affecting the
funding available to NERC.

Research grant funds are provided for a specific research project and may not be used to meet costs on any
other project or activity. Any commitment incurred before a research grant is formally announced, or any
commitment in excess of the amount awarded, is the responsibility of the Research Organisation.

Applications should be at current price levels with no allowance for inflation. Awards will include funding for
future pay awards and inflation based on the UK Treasury GDP deflators. Costs awarded for equipment will
not be inflated.

NERC, on behalf of the funders, reserves the right to examine, in detail, all items of expenditure charged to
an award, and in addition the funders and other representatives from the ESPA programme may visit
selected Research Organisations.

A ESPA research grant will fund 80% of the Full Economic Cost (fEC) of a programme of research for UK
organisations, and 100% of the direct research costs for non-UK organisations.

All costs associated with the research project must be itemised and fully justified in the Justification of
Resources, with the following exceptions:

UK HEI's and Independent Research Organisations do not have to justify costs related to Estates costs;
Indirect costs; Investigators’ salary costs (not time, which must be justified); some other Directly Allocated
costs, e.g. Infrastructure Technicians.

UK Researchers should also refer to the NERC Grants Handbook

Non-UK researchers do not have to justify the overheads costs or the investigators salary (but time spent on
the project should be justified).

The main categories of costs which can be funded from a research grant are indicated below.

Non-UK organisation should identify all costs as an ‘exception’ on Je-S, using the exceptions tick
boxes, for the full (100%) cost to be paid.

Fund cateqories

1 Directly Incurred Costs

Directly Incurred costs are costs that are explicitly identifiable as arising from the conduct of a project, are
charged as the cash value actually spent and are supported by an audit record. They can include:

> Staff

payroll costs for staff, full or part-time, who will work on the project and whose time can be supported by
a full audit trail during the life of the project e.g. research assistants or dedicated technicians. Please
note: Research Council Fellows (or others wholly funded by a sponsor external to the Research
Organisation) cannot request their salary or associated Estates and Indirect costs during the period of
their fellowship award.

> Travel and subsistence

funds for travel and subsistence for use by staff, including any project students who work on the project,
where these are required by the nature of the work.

Funding will be provided for journeys, visits and fieldwork where these costs are approved at the outset
of the grant. Each journey must be itemised, justified and fully costed in the grant application.

NERC will consider funding the cost of low-carbon approaches to collaboration (including, where
appropriate, the costs of technology or of less economic, but more environmentally friendly means of
transport). Please note that ESPA (in common with the Research Councils) will not pay for the cost of
proposed carbon offsetting arising from travel associated with research grants.

Risk assessment for safety and security should be carried out for travel to non-UK regions.

Requests for funding to attend conferences will be considered. These must be named, justified and


http://www.nerc.ac.uk/funding/application/researchgrants/

costed in the application. The justification should show how the conference will either directly benefit the
research or facilitate future impacts of research.

» Equipment

Equipment includes the cost of individual items of equipment dedicated to the project and costing more
than £3,000 (including VAT). This may include capital costs plus any maintenance and other related
costs that are not included in the Research Organisation’s estates costs, for example computers,
laboratory/workshop equipment, installation costs and costs of essential modifications necessary to
house equipment. Where equipment costs exceed £50,000 in total (including VAT), the amount above
this figure will be paid in full and will automatically be entered under the ‘Exceptions’ heading (see
‘Exceptions’ below).

For all items of equipment costing between £10,000 (including VAT) and the OJEU threshold, but
excluding that to be used for instrument development, the Research Organisation will need to provide
evidence of an evaluation of the use of existing relevant capital assets. The Justification of Resources
should be used to:

¢ Confirm that the piece of equipment is not readily available for use within the host
institution, or any other assessable location (for instance by making reference to any asset
registers consulted);

¢ Provide evidence that all other reasonable options have been considered;

o Explain, if the equipment requested will replace existing equipment, what will happen to the
existing equipment;

Set out what contribution the Research Organisation will be making towards the cost of the
equipment. Contributions of the order of 50% from the Research Organisation will be
expected

The procurement of equipment, consumables and services, including maintenance, must comply with all
relevant national and EU legislation and the Research Organisation’s own financial policy and
procedures. Accepted procurement best practice in the higher education sector must be observed. The
guidance issued by the Procurement Strategy Implementation Group (Proc-HE) on their website at
www.proc-he.ac.uk, outlines the minimum requirement. For all equipment and services where the
contract value is more than £25,000, excluding VAT, professionally qualified procurement staff must be
consulted before the procurement process begins, and, where appropriate, at the market research stage,
and must approve the order/contract before it is placed with a supplier.

Applications for items of equipment costing more than £25,000 must include estimates of cost based on
adequate functional specifications. All estimates must be explained. Telephone quotations may be
regarded as the minimum justification for equipment up to £25,000, but additional documentary evidence
must be provided for more expensive items, and must always be provided for equipment costing
£100,000 or more. For single items costing more than £100,000 a minimum of 3 quotations must be
provided.

Equipment purchased from grant funds is primarily for use on the research project for which the research
grant was awarded, and belongs to the Research Organisation.

Essential maintenance of equipment under the Provision and Use of Workplace Regulations (PUWER)
1998, should be justified and costed in the grant application. The Research Organisation is responsible
for the safety maintenance and safe operation of equipment purchased under a grant. The Research
Organisation must insure and protect such equipment to the same extent as any other equipment it
owns.

When equipment is to be bought from overseas, advice on taxes and duties should be sought from HM
Revenue and Customs. NERC will not provide additional funding to cover fluctuations in exchange rates.

» Other costs

Costs of other items dedicated to the project including, for example, consumables, books, purchase/hire
of vehicles and items of equipment costing less than £3,000.

Non-UK organisations should enter overhead costs as an ‘Other Directly Incurred cost’.

» Directly Allocated Costs
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Directly Allocated costs are the costs of resources used by a project that are shared by other activities. They
are charged to projects on the basis of estimates rather than actual costs and do not represent actual costs
on a project-by-project basis. They include:

» Investigators’ salaries

This includes only the salaries of Investigators whose time is charged to the grant on estimates rather than
actual costs (where costs are actual and auditable, they are included under the Directly Incurred Staff
heading); they may be actual or the average of a band (dependent upon the policy at the Research
Organisation). Please note that Research Council Fellows and Fellows wholly funded by a sponsor external
to the Research Organisation, cannot claim salary costs during the period of the fellowship award.

> Estates Costs

These may include building and premises costs, basic services and utilities and any clerical staff and
equipment maintenance/operational costs not already included under other cost headings. Research Council
Fellows and Fellows wholly funded by a sponsor external to the Research Organisation, cannot claim
Estates costs if the fellowship was awarded under fEC terms and conditions. If the fellowship was awarded
pre-fEC terms and conditions, Estates costs may be claimed. Where an individual will be working away from
the Research Organisation on long-term secondment for a period in excess of six months during the project,
estates costs should not be charged for the period of secondment. No reduction should be made for shorter
term absence.

Non-UK organisations should not enter any costs under Estates costs.

» Other Directly Allocated Costs

these may include, for example, the costs of shared resources including: estimated costs of technicians or
other support staff in academic departments; technicians and other support staff who are part of a ‘staff pool’
supporting a range of projects and activities; Infrastructure Technicians; or access to institutional research
facilities and shared equipment.

Estimating investigator time: investigators should include only the estimated salary costs
for the time they will spend working directly on the grant. It is a requirement of the fEC
costing methodology that for any one investigator, the maximum amount of time that
Research Councils will fund across all the projects they support is 1650 hours a year
(equivalent to 37.5 hours a week, 44 weeks a year). Salary costs must not include
supervision time for postgraduate research students or time for writing publications after
the end of the project. They may include the costs of a Principal Investigator’s time for
writing up the final report (although the duration of the grant should not be extended to
include this), and Investigators’ time for research, fieldwork, supervising other research
staff, project management and interaction with project partners.

2 Indirect Costs

Indirect costs are non-specific costs charged across all projects based on estimates, which are not otherwise
included as Directly Allocated costs. They include the costs of the Research Organisation’s administration
such as personnel, finance, library and some departmental services. Requests for minor consumables, such
as postage, photocopying and telephone costs should also be covered in the Indirect costs. Please note that
Research Council Fellows and Fellows wholly funded by a sponsor external to the Research Organisation,
cannot claim Indirect costs if the fellowship was awarded under fEC terms and conditions. If the fellowship
was awarded under pre-fEC terms and conditions, Indirect costs may be claimed.

Non-UK organisations should not enter any costs under Estates costs.

3 Exceptions

For UK organisations, these are Directly Incurred costs that NERC will fund at 100% of fEC, subject to actual
expenditure incurred, or items that are outside fEC. These include project studentships’ maintenance grant,
tuition fees and any equipment costs exceeding £50,000 (including VAT). These costs are automatically
identified as exceptions.

Non-UK organisations only should identify all their costs as ‘exceptions’ using the tick boxes on the
Je-S application.



Guidelines on Overheads (Indirect Costs) for
non-UK or non-Academic Institutions

The rates of overheads that can be charged by non-UK institutions participating in the ESPA
programme has been set at 50% of staff cost for organisations based in developing countries (low
and middle income) and 20% of staff cost for institutions based in developed countries. The
following notes provide guidance on how these funds should be used.

Please not that there is no need for institutions to officially account for expenditure of the
overheads, but they must be used to pay for that which they are intended.

Costs that must be covered by overheads.

The main costs that must be covered by overheads are those that would be considered as part of
the cost of running an effective office or research institution. The following are examples of costs
that may not be charged directly to ESPA grants and would therefore be expected to be covered
by overheads.

o Charges for office or laboratory space
e Electricity, heating, lighting

e Telephone and basic communication costs (unless there is need for significant project-
based activities such as phone interviews)

e Routine photocopying and printing (Large print runs such as publications or workshop
papers may be charged to the grant)

e Standard Office computing, including desktop and laptop computers and associated
software. Individual items of computing equipment may not be charged to a grant
(High performance computing facilities which are linked to a specific research task may in
some circumstances be charged to the grant — for further clarification please check with the
ESPA Secretariat).

e Office support staff (e.g. finance staff, basic secretarial support, computing support staff)

¢ Continuing Professional Development for staff.

Additional costs that may be covered by overheads

Institutions may use any additional overhead funds that remain unallocated from the core costs
above in any way that they wish, but we encourage applicants to use these funds to add value to,
and ultimately benefit the operation of the ESPA funded research.

Use of overheads for additional costs could include:
e Strategic investments in infrastructure, equipment or people.
e Personal and Professional Development of staff

e Employing additional staff to support projects (This does not need to be restricted to ESPA
projects). Staff employed on overheads are not considered to be ESPA project staff.

If you are in any doubt about whether a specific cost should, or should not, be covered
within overheads, please contact the ESPA Secretariat at espa@nerc.ac.uk.
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