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I ntroduction

This document presents the philosophy and
principles underlying revenue generation and
equivalent activitiesin Natural Resources Canada
(NRCan). These activities embrace direct revenue
generation from the sales of products and services
and the recovery of codts, the licenaing of intellectua
property, and activities that are equivalent to
revenue generaion in the sense that they enable
NRCan to deliver some programs at a reduced cost
and grester impact. They include the sharing of both
costs and effort between NRCan and other
participants, from the private sector, other public
and government agencies, and universities, often
working collaboratively.

Why arerevenue generation,
external funding and
collaborative activities
Important?

As part of the recent Program Review and Science
and Technology (S&T) Review, the federd
government closaly examined what business it
should be in. An important theme that came out of
these reviews was the need for government
programs to be demonstrably relevant to the
requirements of Canadians. The S& T Review aso
underscored the importance of collaboration with
clients and other stakeholders.

At NRCan our work is principdly for the generd
public good. Often, other organizations, from both
the public and private sectors, share one or more of
our objectives. In such cases, NRCan and those
organizetions benefit from sharing some of the cogts
of ddivering the programs that meet those
objectives. In other cases, specific users, rather than

The document responds to a request from the
Departmental Management Committee to provide a
framework, incorporating common guidelines,
principles and terminology, by which the Sectors of
the Department can plan, assess and report on their
activitiesin the areas of revenue generdtion, externd
funding and collaborative arrangements. It provides
a“how to” toolkit to aid those who are not familiar
with the processes involved in these aress, and it
identifies other documents that describe in detail the

legal and policy aspects.

taxpayers as awhole, benefit from aservice
provided by NRCan. In those cases it may be
appropriate for NRCan to recover from the users
the costs of providing the service. Further, much of
our core research and knowledge generation in
NRCan requires along term effort. Eventudly,
certain industries may benfit through technology
development or new market opportunities. It is
appropriate that we look to these firmsto pay back
ashare of the development costs through the
payment of license fees and royalties.

By contributing their time and effort and by paying
for work, clients and collaborators demonstrate that
NRCan's activities are directly relevant to their
needs and objectives. The financid participation in
our programs by companies dso helpsensure a
commitment on their part to implement the results of
the programs, in order to receive a payback from
their investment.



Why does NRCan need a
Framework on Revenue
Generation, External Funding
and Collabor ative Activities?

A common undergtanding of the principlesinvolved
in revenue generation, externa funding and
collaborative activities is essentid if we are to assess
our effortsin these in a consstent manner.

. We need a dearly articulated management
Srategy and acommon et of guiddines.
. We need acommon lexicon - that is, a

standard set of definitions and descriptions
of the various mechaniams for taking
advantage of externd funding and
collaborations.

. We need to be aware of the range of
possible working relationships for externd
funding and collaborations, and of the
authorities that alow them to be carried out.

. Finaly, we need to have a consstent
method for costing our goods and services.

This Framework for Revenue Generation,
External Funding and Collaborative Activities is
therefore intended to:

. articulate a common understanding within
NRCan of the different kinds of
arrangements that involve the recovery or
sharing of costs,

. provide a set of common principles to guide

decison-making and the implementation of
new arrangements across the Department;

. rase avareness of the range of mechanisms
that are available to offset program costs,

. define a clear rationae for each kind of
mechanism that will help managers make
decisons a the operationd level; and to

. enable usto explain to our clients when and
why we will expect them to share codts.

Terminology

The fallowing definitions relating to revenue
generation, externd funding and collaborative
activities are based on Treasury Board documents,
and should be used congstently within NRCan for
describing and reporting in a uniform manner the
ways in which financid or other resources flow to
NRCan and between the participantsin
collaborative agreements.

. Revenue generation gemsfrom the
recovery of NRCan'sfull or partiad codsin
providing agood, service or use of afacility,
from the sdle of products, and from the
provison of limited rights or privileges and
intellectua property licenses to externa
users. It may dso include repayment of
contributions previoudy made to aclient.
“Service” includes the provison of advice,
etc. as specificaly requested by an
individud client. Revenue generdtion
involves the charging of user feesthat are
established ether by fee schedules or by
specific contracts.

. Cost-sharing arrangementsinvolve NRCan
and one or more participants sharing
specified cogts of acommon undertaking,
such as product development. Thisis done
by both sides providing fundsto athird
party, such as a universty, which actudly
performs the work. The participants who
provide the funds are not involved directly
in the work, and no money is exchanged
between them. The arrangement may
include provisons for the sharing of revenue
generated from commercidization of the
results of the undertaking.

. Task-sharing agreements involve work
undertaken by NRCan and one or more
participants in which each party carries out



its share of the work in its own
facilities, with no money changing
hands between the participants. A
participant may sub-contract part of
the work. Task sharing agreements
may aso include provisons for the
sharing of revenue generated from
the commercidization of the results
of the undertaking.

. Joint project agreements are arrangements
in which the participants may or may not be
involved directly in the project, and
money may change hands. Participants
involvement may include provison and
sharing of personne and financia resources,
sarvices and fadilities. Any financid
resources flowing in to NRCan for ajoint
project are generaly deposited into a
Specified Purpose Account. A project that
does not meet the strict definition of
either cost-shared or task-shared should
be considered ajoint project.

Thereisan important additional mechanism by
which NRCan receives vauable support from its
cients

. In-kind support refersto payment in goods
or sarvices rather than cash and to the
informa support to our programs that we
recaive from clients. Typica examples of the
|atter include accommodation of field
personnd in exploration camps and the
provison of data. Clientswho provide this
kind of support do not receive, nor do they
expect, any privileges for having done so;
their support is purdly an indication of the
vaue they place on NRCan asan
organisation and in its programs.

Guiding principles

We will work according to the following principles,
embracing flexibility and accepting thet thereis no
“one szefitsdl” gpproach to revenue generation
and externdly-funded and collaborative activities
that is appropriate for dl the diverse parts of
NRCan.

Mindful of the public good nature of our
mandate, we will, first and foremost, work
for the bendfit of dl Canadians.

We believe that where the needs of the
public and private sectors have common
eements, externd funding and other
collaborative arrangements can be beneficia
and are consgtent with the public good.

Where appropriate we will recover part or
al of the costs of a particular program,
activity or service from those specific users
who benefit mogt directly fromit, for
example, by the charging of fees

We will continue to maintain and develop
NRCan core competencies in accordance
with our mandate and with the evolving
needs of both our Department and our
clients, and will, when possible, use revenue
generation, externa funding and
collaborative activities as means to ensure
and enhance this.

We will not compete with the private sector
by undertaking an activity that could be
carried out by private indusdtry at a profit
and in the time frame required by the dlient.

We will assessthe possihbility of there being
aconflict of interest, redl or perceived,
before embarking on any new externaly-



funded or collaborative arrangement, in
order not to jeopardise

our important “honest broker” role, give an
unfair advantage to a particular Canadian
client or agency, or give a competitive
advantage to a non-Canadian client. .

. We will report on our activitiesin thisareain
a congstent manner across the Department,
using a condstent terminology for describing
our revenue generation and externaly-
funded and collaboretive activities.

Sectors will define their expectationsin the areas of
revenue generation, externd funding and
collaborative activities, and establish arationde for
mesting those expectations, consstent with these
principles.

Putting the Framework into
Practice: Guidelinesfor
Decision-Making

NRCan Sectors have addressed, through internal
and Departmenta guidelines, the commonly-asked
guestions on externd funding and collaborations.
The Toolkit that accompanies this Framework
document provides you with examples that you may
find useful for addressing the mgor issues around
externa funding and collaborations. The Toolkit
materid is not intended to be prescriptive, and

Sectors may wish to tailor it to their own needs. It .

will be periodically updated. Other reference
materid, principaly in the form of Treasury Board
documents, is available from your Busness
Deveopment Office or its equivadent, and from your
Adminigrative Officer.

How do | choose which mechanism
to use?

The degree to which NRCan' s objectives and
interests coincide with those of its client helpsto
determine which mechanism, or combination of
mechanisms, is the most appropriate.

If the project’s purpose is solely to stidfy a
request from aparticular client, then it is
appropriate for that client to pay the full
project codts (i.e., including sdaries and
overheads). An exampleisaclient asking
NRCan to conduct anaytical work using its
specidized equipment and expertise that is
not available in Canadain the private sector.
NRCan would undertake the work, provide
the client with the results, and would have
no further interest, beyond the bounds of its
normal service standards.

If the objective of the project is principally,
but not exclusively, that of the client, then
having the dient pay partial project costsis
appropriate. An example would be a
gtuation similar to that described above: a
client asking NRCan to andyse samples it
provided, but willing to give some benefit to
NRCan such as providing the results of the
andyses or the samples themsalves for the
Department’ susein a project of itsown. In
this case, adiscount from the full project
costs may be appropriate. This business
decison is made & the Sector level.

If the objective of the project is common to
al participants, the sharing of costs or effort
is gppropriate. The actua mechanism
selected - cost-sharing, task-sharing or
joint project - will be determined by the
resources (financid, personne and technica
expertise) available to each participant and
how they wish to disburse these.

If NRCan anticipates that by its providing
financid or technica support to adlient, the



client will successfully develop and
market a new technology, product
or service, it may be appropriate for
the Department to make such
Support contingent on its
contributions being repaid or for it to
license the technology and receive
royaty payments for its use.

Toolkit material:
Sample Guidelines for Undertaking Joint
Projects

How do | determine which services
should be charged for?

The Department has arange of servicesfor which it
may be agppropriate to charge clients. They include
contract work in science and technology, the
provison of training courses to externd dients,
|aboratory services, consulting, examinations,
licenang, permits, and equipment rentd. The
essentid criteriafor determining which services

should be charged for are:

. do we have unique expertise in providing
this product or service? (that is, we are not
competing with the Canadian private
sector);

. would providing the service jeopardise or

interfere with our fulfilling our mandate?

See dso “How can | avoid competing with
Canadian industry?’

Toolkit material:

Managers Guide for Decision-Making for
Departmental External User Fees and Charges
Avoidance of Competition with Private Sector

In recovering costs, how do | set a
rate or fee?

Two separate authorities are required for NRCan to
undertake cost recovery. Firgly, the mandate to
conduct the activity for which cogis are to be
recovered mugt be identified in legidation (eg.
Department of Natural Resources Act, Resources
and Technical Surveys Act, Explosives Act).
Secondly, there needs to be an authority to set
prices. Thereisadifference between cost recovery
under regulatory and non-regulatory programs. For
the former, fees must be established through the
Federal Regulatory Process, whereas with
non-regulatory programs, fees can be established by
fee schedules (or contracts) established under
minigeria contracting authority. The minigerid
contracting authority does not apply to the sde of
products. Fees for the sale of NRCan products are
established under the authority of an Order in
Council made under the Financial Administration
Act or under the authority of the Resources and
Technical Surveys Act. Seethe Toolkit materid for
further detalls.

Rates and fees are set using standard costing
modedls. It isimportant that the Department be
congstent in how it establishes fees for like types of
sarvice, such aslaboratory andyses, which may
differ widdly in nature.

An important issue to be addressed is whether or
not to charge full or partid costs. Thisis|eft to the
individual manager’ s discretion. There may be some
vaue to discounting the full codts, for example, to
asss ayoung Canadian company in an emerging
industrial sector. Factors to be considered include
the nature of the client (for example, Canadian or
non-Canadian), the Sze of the client, and the benefit
to NRCan, such as extent to which the project
contributes to the development of NRCan'’s core
competency, or adds to our genera knowledge
base.



Toolkit material:
Manager’s Guide for Decision-Making for
Departmental External User Fees and Charges

How Do | Determine How Much
NRCan Should Contribute Toward
a Collaborative Project?

Factors that influence a manager’ s decision on the
amount of NRCan’ s contribution to a cost-shared,
task-shared or joint project - that is, whether
through the provision of financid resources,
personnel expertise, or both, include:

. the client’ s strategic importance to NRCan
in particular and to Canada as awhole;

. the potentia return on investment, both
economic and in terms of NRCan's
mandate;

. the degree of risk involved; and
. the number of participating agenciesin the
project.

The value of NRCan's contribution should be
assessed in terms of its actua costs. Thetota
amount of NRCan'’s contribution should include
financid support, e.g. in acost-shared project, and
in-house effort.

Toolkit material
Guidelines on Contributions toward
Collaborative Project Costs

How can | assess the potential for
perceived or actual conflict of
interest?

Before embarking on a cost-shared or task-shared
activity or agreeing to provide a service for which
the cost will be recovered, we must answer a
number of questions. If the answer to any one of

themis*“yes’, the project should not be undertaken.
The key questions are:

. Is the proposed project in conflict with
NRCan's mandate or with federal
government policy?

. Would this undertaking jeopardise or
appear to jeopardise our ability to provide
objective advice to the Minister of NRCan -
for example, in an environmental
assessment?

. Would this undertaking give an unfar
advantage to a particular Canadian client or
agency, for example, by providing
proprietary information that has been paid
for largely from the generd tax base?

. Would this undertaking give a competitive
advantage to a non-Canadian client without
there being an overal benefit to Canada?

Y our Business Office (or equivadent) and Legd
Services can help you in this area.

Toolkit material:
Sample Guide for Assessing the Potential for
Real or Perceived Conflict of Interest

How can | avoid competing with
Canadian industry?

(Note: Regulatory activitiesin NRCan such asthose
covered under the Explosives Act or Canada
Lands Surveys Act are excluded from concerns of
competition given thet they are considered
public-good monopolies)

The ability to accurately assess whether or not there
is a competition issue with private industry requires
good linkages and communication with that industry
S0 that we know its cgpabilities and limitations, if
any. Some of the key questions to consider when
dedling with a potential competition question in
relation to a particular product or service are;



. Isthis product or service unique to NRCan?

. Could this ectivity be carried out by private
industry a a profit and in the time frame
required by the client?

. Would it be more appropriate for NRCan to
carry out part of the project as sub-
contractor to a Canadian firm? This might
be the case, for example, if the client has
specificaly asked for NRCan involvement.

A generd rule of thumb isthat if, after addressing
the issues exemplified in the Toolkit materid, plus
any others deemed to be Sector-specific, you are
dill in doubt as to whether a competition issue
exists, the project should probably not proceed with
NRCan involvemen.

Toolkit material:
Avoidance of Competition with Private Sector

How do | deal with legal issues?

Collaborative arrangements should be implemented
by means of amemorandum of understanding if the
arrangement is with another federd government
department or by a contract in al other
circumgtances. Consult your Sector Business
Development Office or intellectud property
management office for advice. These offices have
model agreements and standard clauses for usein
establishing contracts with clients. If your Sector
does not have such an office, consult Lega
Services. Doing so will ensure that you do not
break laws relevant to NRCan' s contractual
activities and will hdp minimise the financid risks
managers assume on behdf of the Department.

How do | deal with the disposition
of Intellectual Property?

Many collaborative arrangementsinvolve the
development of intellectud property. Treasury
Board policy on the disposition of Intellectua
Property (IP) arisng from government contractsis
basad on the general assumption that the contractor
will take title to the IP. However, it recognises that
there are instances in which the IP should vest with
the Crown. Regardless of with whom titleto IP,
NRCan has a responshility, and is accountable, for
ensuring that IP arigng from R&D performed for it
under Crown contracts can be exploited by the
private sector for commercidization. The
government’s policy on IP arisng from contractsis
currently under review.

Note that under the Public Servants Inventions
Act, al inventions developed by public servantsin
the line of duty or employment or with facilities,
equipment or financid aid provided by or on behalf
of the Government belong to the Crown. Even if the
invention was made jointly with another person who
is not a public servant, the interest of the public
servant vestsin the Crown.

Authority to assgn rights of use and ownership of 1P
has been delegated to sdlected individuas within
each Sector. Consult your Sector 1P management
office or Business Development Office (or
equivaent) for advice. These offices have modd
agreements and standard clauses for usein
establishing contracts with your clients. If your
Sector does not have such an office, consult Legal
Services.

Toolkit material:

Treasury Board Policy on Ownership of
Intellectual Property in Government Contracts
General NRCan Palicy on Intellectual Property



How do | assessthe value of “in
kind” contributions and support
from clients?

Severd different approaches to the vauation of in
kind support may be envisoned. They can be listed
under the following categories:

. Market Value - the cost to NRCan if it
were to purchase directly the goods,
sarvices or intellectua property that the
client has provided.

. Client’ s acquisition cost - the origind cost
to the client of the goods, services and
intellectud property that werein turn
provided to NRCan.

. Client’ sincremental cost - the incremental
or actud cogt to the dlient (including sdaries
and overheads such as facilities) to provide
the support to NRCan.

The recommended method isto examinefirg of dl if
amarket vaue could be assessed for the in kind
support. In the case of, for example, a set of routine
laboratory measurements made by the client, or
travel expenses underwritten by the client, thisis
feasble. In this case, that would be taken as the
vaue of the support. If asmple market value cannot
be assessed, the client’ sincrementa cost or actudl
cost of providing the support should be assessed.
This can be done using standard rates. Seethe
Tooalkit for further information.

Toolkit material:
Guide to Assessing the Value of Clients' In Kind
upport

Responsibilities

The use and development of the Framework isa
shared responsibility between the corporate level of
the Department and the Sectors.

Corporate responsibilities

. Ensure that the necessary management tools
are in place and that managers/'staff have
access to the up-to-date information they
need.

. Assess theimpact of new management and
financid arrangements, such as vote-netting,
on externally-funded and collaborative
activities, asrequired.

. In conjunction with other Departmental
initiatives such asthe S& T Management
Framework and the Business Plan, negotiate
new authorities with Treasury Board and
other agencies, particularly with regard to
Human Resource issues, if required.

. Report on achievements in the annud
Performance Report.

. Establish methodologies for assessing the
impact (internd and externd) of externa
funding arrangements and collaborative
activities asinput into determining optimum
levels

. Develop a st of standard rates from which
the value of in kind support, in terms of
clients incrementa cogts, can be assessed.

Sectoral responsibilities

. |dentify those parts of their programs that
are and are not appropriate for cost
recovery or cost or task sharing, or for joint
project agreements.

. Undertake andlysesin order to find the
“optima” levels of cost recovery, cost-
sharing, task-sharing, and joint projects.



. Edtablish targets for revenue generation,
where appropriate, and objectives, such as
for leverage from partners.

. Establish performance measures for
achievement of targets or objectives.

. Report on achievementsin their annua
report.
. Consult with clients and stakeholderson a

regular basisin order to ensure that the
Sector’ s revenue generation, and externally-
funded and collaborative activities continue
to be responsive to their needs.

General reference material

External User Charges for Goods and Services,
Property, Rights and Privileges, Treasury Board
Secretariat, December 1989

Guide to User Fees, Treasury Board of Canada,
1992

Managing Better, Vol. 3: Review of Cost Recovery
and User Fee Approval Process, Treasury Board
Secretariat, 1996

Guide on Financid Arrangements and Funding
Options, Treasury Board Secretariat, 1995

Framework for Alternative Program Ddlivery,
Treasury Board Secretariat, 1995.

Guide to the Cogting of Outputs in the Government
of Canada, Treasury Board - Office of the
Comptroller General, February 1989 (revised
1994)



