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C1   The requirements

There is a new Annex to Section C1.  There are no other updates to this Section.





C1  Annex

TR requirements are summarised in two checklists:

· minimum requirements
· full requirements.


New

C 1   Annex

TR requirements:  checklists





New

The TR requirements, as given in the Reference Manual July 2000, have been summarised into two checklists.

The first relates to the minimum requirements which institutions need to satisfy in order to meet TR requirements for Year 1 (1999-2000 – reporting in July 2001).  These also need to be satisfied for each subsequent year until the full requirements can be met.  

The second summarises the full requirements which institutions need to satisfy in order to meet the TR requirements for a robust system.  These must be met at least by the fifth year (2003-04 – reporting in December 2004).

The lists summarise the costing standards in the Reference Manual, and also all the shoulds given in the Manual.  The word should in bold indicates points with which institutions need to comply in order to meet TR requirements.

These checklists could usefully be considered as part of institutions’ project management and planning processes.  They could also be used by internal audit services as they review the controls on the systems that are designed to meet the requirements.

Please note that these lists of requirements refer only to the original July 2000 Reference Manual.  They do not include any additional requirements given in this update, Volume IIa.

Transparency Review

The minimum requirements (for data on years 1999-2000 to 2002-03)


References

at least heads of department have provided time allocations for their members of staff (if not provided by the individuals themselves). 

costs have been allocated directly where reasonable to do so

at least four cost drivers have been used to allocate other costs, using activity-based costing conventions

tests have been carried out by institutional managers to confirm that the data are ‘fair and reasonable’, and the results of these tests have been shown to the Finance (or equivalent) Committee

reported figures (excluding cost adjustments) are those in the audited consolidated financial statements, are gross costs, and are fully costed on an absorption basis

cost adjustments have been calculated and included in the TR reported figures 

but no other adjustments for TR reporting have been made to the total costs shown in financial statements 

five figures are to be reported, in the required format, for signature by the head of institution

the TR systems have been improved in some way since the preceding year 

if previous years’ time data, or other cost driver data, are being used, they have been updated for significant changes

if indirect cost rates have been calculated and are being applied to sponsors as being ‘in accordance with TR standards’ then:

· they have been calculated in accordance with TR requirements

· the institution’s own guidance on the use of indirect cost rates ensures that:

-    there is no double-counting 

-    holidays and sickness are properly accounted for

-    adjusted rates are applied where relevant

-    the rates are recalculated at least every three or five years, or whenever there is significant restructuring or changes in workload patterns
C3 p3
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Transparency Review

Full requirements (in place for 2003-04 data, or earlier)


References

costs of T, R, O and S have been calculated

costs of T, R, and O have been calculated by department and research sponsor type 

costs have not been part-allocated to more than one research sponsor type

the definitions of T, R, O and S have been followed

indirect cost rates have been calculated for T, R, O and by subject type

if indirect cost rates applied to sponsors are being described as being ‘in accordance with TR standards’ then:

· they have been calculated in accordance with TR requirements

· the institution’s own guidance on the use of indirect cost rates ensures that:

- there is no double-counting 

- holidays and sickness are properly accounted for

- adjusted rates are applied where relevant

accounting and costing principles and conventions have been met:

· fair and reasonable

· consistency of costing treatment

· auditability

costs have been allocated directly where reasonable to do so

a robust method of time allocation was in place and used for reporting 2003-04 activity

· costs were allocated directly where appropriate

otherwise, time allocation schedules were used:

· that covered periods that were representative of 12 months

· individual academics completed the schedules (and response rates, and methods of correcting mistakes, and of completing data-sets for non-respondents and leavers, were appropriate to ensure ‘fair and reasonable’ results)

· and where in-year schedules were completed, there were at least three of these completed over the year (i.e. each was less than six months in length) 

when sampling time periods or academic staff:

· they were representative of the staff type and departments in each of the three subject types; and of the weeks or periods in the year

· acceptable levels of statistical accuracy were achieved 

the time recorded on the time allocation schedules reflected the total time being worked on institution activities, irrespective of any ‘standard’ working week

clinical services time has been allocated to O(CS) and subsequently reallocated to T, R, O, S, on the basis of services received from the NHS: 


this was informed by either an analytical review (e.g. a discussion with each head of department; or specific study); or by a knowledge of what was actually being received

work towards developing a better understanding of the NHS/HEI knock-for-knock arrangements has taken place

the time/costs of training and supervising PGR students was allocated to R, and then between research sponsor type depending on the project being worked on

the time research assistants/fellows spend on Teaching and Support has been identified (at a high level) to review materiality and the appropriateness of direct allocation to R

the method of attributing costs to research sponsor type has been reviewed to ensure it is fair and reasonable

an appropriate cost factor was applied to staff time when used to allocate costs

there were clear policies, and communication of these policies, for:

· confidentiality/anonymity of time data

· the use of the time data

a cost driver model was used in the allocation of costs, with a minimum of four to six cost drivers

cost drivers for library/learning resources, and for estates/ infrastructure, were robust (informed  by surveys etc)

tests have been carried out to confirm that the data are ‘fair and reasonable’

the TR reported figures (excluding cost adjustments) are those in the audited consolidated financial statements

cost adjustments have been calculated and included in reported figures

but no other adjustments have been made under TR reporting, to the costs reported in the financial statements

five figures are to be reported, in the required format, for signature by the head of institution

the Finance (or appropriate other institutional) committee has been provided with sufficient information to provide assurance that the outcomes are ‘fair and reasonable’

the Audit Committee has assessed the adequacy and effectiveness of the controls operating

there are plans to re-run or introduce new robust systems over the next five-year cycle (commencing on 2004-05 data)

but otherwise to use the chosen methods consistently over time
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C2  Attribution of staff costs – the requirements

An update is provided on: 

C2 2  The information to be collected



C2

C2 2 The information to be collected





C2 2.2 The application of these definitions

Training and supervision of PGR students

Establishing the costs of training and supervision

The alternatives here are to:

· record time spent in training and supervision of PGR students separately on the time allocation schedule.

This is the most robust, and simplest, method, although it does add another line to the schedule;

· record the time on the time allocation schedule against each sponsor type.
If the supervision time is being allocated to sponsor type by academics, they should use the guidance for this which is given below;

· record the time as part of one time category ‘Research’, or ‘externally sponsored Research’.

A proxy would be required to identify the total costs of supervision and training prior to their allocation to sponsor type.

An example of a proxy is to use a factor of (e.g.) 0.15 of an FTE  academic per student (this is based on the HEFCE funding methodology).

Allocating the costs to sponsor type

The time spent supervising PGR students is to be allocated to the sponsor type that relates to the sponsor of the project that the research student is working on: 

where the PGR student’s research area is within an externally funded research project, then the supervisor’s time should be allocated to the appropriate research sponsor type for the project.  (Reference Manual)
The sponsor of the student’s fees could be used as a proxy for the research sponsor of the project.  (Central institutional records could be used to provide this, or, alternatively, a list of students could be provided to each head of department asking them to indicate the source of funding.)  

If there is no externally funded project, and/or the student fees are paid by the student or their institution, then the supervision time should be allocated to institution-/own-funded.

Some PGR students (particularly in the arts and humanities) are not working on externally funded projects (they are not funded from Research Council or charity studentships, but from institution funds).  The costs of supervising these students should be allocated to institution-/own-funded Research.

Applying the above guidance might mean that the time spent in the supervision of some privately funded research students (where the students are working on larger externally funded projects) has been allocated to publicly-funded research sponsor types, rather than non publicly-funded research sponsor types.  This is unlikely to be material and is acceptable under TR.
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 (bottom bullet point)

Overseas and self-funded students

Costs of teaching many overseas and self-funded students (where they are being taught on UK credit-based courses) are generally recorded to PFT by academics in the first instance.  

The costs of teaching these students should then be allocated from PFT to NPFT.  A proxy of student numbers can be used (the number of FTE overseas and self-funded students, divided by total students being taught).  However, this calculation should be made at a departmental level, not at an institutional level.
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Holidays and ‘standard’ sick leave

‘Normal’ periods of holiday and sickness leave are excluded from the time recorded and allocated for Transparency Review purposes.  This means that they are excluded from the Support totals, and thus are not added into the indirect cost rates.  The rationale here is that institutions generally use a daily staff rate that has been calculated on the days available to work (i.e. around 208 or 220 days).  These daily rates therefore already include an ‘uplift’ for holidays and ‘average’ sick leave.  It would be double-counting if holiday and sickness were also included in the indirect cost rate.

Similarly, when full annual salaries are quoted to sponsors, holiday and sickness time is part of those salaries, and should not also be in the indirect cost rate.

The time allocation schedules are therefore to exclude any allowance for holidays (and sickness).  However, where an academic is completing their time allocation schedule in percentages, they express time spent on activities as a percentage of total time.  It is necessary to estimate what the ‘total time’ for each period is, and therefore to consider when these holidays might have been taken.  Each column, or each complete time allocation schedule, relates to a different number of weeks, and the data collected under each should be weighted by an appropriate number of weeks which excludes holidays, when being aggregated for the year.  For simplicity, in calculating the number of weeks applicable to each time period, holiday entitlement could be spread evenly over the time periods that contain vacations.
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see also

C4 p6

and C9 p4

see also

C4 p10 (updated in Volume IIa)

C3  Attribution of staff costs – methods

Updates are provided on:

C3  1   Robustness

C3  2  Alternative time allocation methods

C3  3  The method to use

C3

C3  1   Robustness

The criteria for robustness are given in the table.  This requires that:

all weeks (or periods) in the year are covered; and

when the whole year is being covered, by an individual,  at least three time allocation schedules must be used  

(the italics represent an update)
The requirement for a minimum of three time allocation schedules stems from the need for academics to record time over periods of less than six months (to aid robustness by removing difficulties of recall).  Institutions will commonly choose three or six time periods, linked to their semester/term and vacation periods.

However, when statistical sampling techniques are used, an individual will be reporting on their activities over only a part of a year.  In that case the sample methodology will dictate how many time allocation schedules should be collected for each individual.  It will also determine the time period covered by each time allocation schedule – which would be less than six months in length.  For example, two or three one-week diaries, chosen from 12 representative weeks out of 52, completed by every academic, can provide statistically accurate information.
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C3  2  Alternative time allocation methods





C3  2.1 Direct allocation

The project costs in the financial ledger may be used to provide the direct cost of some staff on Research, Consultancy/Other Services Rendered, or Teaching (short course) activities.  This can be allocated directly to the appropriate activity.  If that individual works only on one activity then no other form of time allocation need be used.

However, where staff work on more than one activity they should complete time allocation schedules.  This applies to most academics in an institution.

The time and cost of this second group of staff held in the project cost ledgers is likely to total a different amount from the total that is calculated from the Transparency Review time allocation schedules.

This is because:

· project costs do not generally include principal investigators’ (permanent academics’) time on the projects;

· not every research project has a project code – costs on institution-/own-funded projects are often not recorded.  This means that the direct staff costs (for Transparency Review) of contract researchers, technicians and other staff will be higher than that recorded in the project ledger;

· where permanent academics’ time is recorded on the project ledger, it is recorded on a standard cost basis (e.g. costs based on a 37 or 40 hour working week).  If more than this time is worked in practice, then the costs charged to the project codes will be higher than the time that will be charged for the Transparency Review (which recognises the longer working week, spreads time across all activities in that week, but does not adjust the actual costs.  This means that the cost per hour that could be calculated from Transparency data would be lower than the standard cost per hour);

· time is sometimes charged to project codes on budget (rather than actual time).

Special payments to academics for their work (e.g. daily fee rates paid in addition to their salary) are sometimes recorded on the project ledger.  The academic’s time recorded on time allocation schedules for Transparency Review will include the time on this work.  When calculating the Transparency Review costs, the time allocations from the time allocation schedule could be applied to the basic salary (plus on-costs) plus the extra payments.  Alternatively, the extra payments could be allocated solely to the projects recorded on the project cost ledger, and a high-level adjustment made to the allocation of time to this activity under Transparency Review to ensure that there is no double-counting against that activity.  In either case, the costs recorded against the project ledger will differ from the cost recorded against that activity for Transparency Review purposes.
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A careful reconciliation and understanding of the differences should be carried out before Transparency Review costs and costs from a project ledger are used together.  This is particularly important when applying Transparency Review indirect cost rates to direct staff costs.  The definitions used to generate time and cost entries on the project costs ledger should follow those used for the Transparency Review if Transparency Review indirect cost rates are to be applied to those direct costs.  In particular, the recording of time on Support activities (compared with Teaching activities) and on holidays needs to follow the same approach.

see also

 C2 p13 

C4 p3 
and C9 p7

C3  3  The method to use

Implementing the phased approach (i.e. 25% coverage each year)

Institutions can use a ‘big-bang’ or phased approach to implementing robust time allocation methods.  The ‘big-bang’ approach means that 100% of relevant academics are covered in one year:  under the phased approach 25% or 33% of academics or departments are covered each year, concluding in Year 4 or 5 of the five-year cycle.

However, such a phased approach is not appropriate in Year 1 for the collection of 1999-2000 data.  The information reported in July 2001 should be comprehensive and cover the whole institution.  Information on every department should be gathered.  (The use of ‘representative departments’ is acceptable.  However, ensuring appropriate ‘representation’ would need a clear evidence basis.)

C3 p8

C4  Attribution of staff costs – processes

Updates are provided on:

C4  2
Time allocation schedules

C4  3
The costs to be attributed

C4  4 
Implementation


C4 Annex   Examples of time allocation schedules



C4

C4  Attribution of staff costs – processes





C4 2     Time allocation schedules



C4 2.2  Distribution of the time allocation schedules 

Confidentiality/anonymity

Institutions need to ensure that their implementation methods comply with the Data Protection Act 1988 or other similar legislation.  This arises because institutions will be holding a record with personal time data, for an individual.  Project managers are advised to discuss data protection requirements with their Data Protection Officer.  

The following website might provide some useful assistance in understanding Data Protection requirements:

http://www.jisc.ac.uk/pub99/sm09_data.prot.html
It is unlikely that compliance will cause much difficulty, but there are some areas that need to be considered carefully.

Firstly, it is likely that institutions need to register the fact that they are collecting and holding this data on individuals.  Although the Transparency Review is being undertaken in response to a government request this does not necessarily give an exemption. Even if there was an exemption, time allocation data/staff activity analysis is not required to be reported (to the funding councils or to government) under the Transparency Review requirements, and therefore would not be covered by any exemption.  The terms ‘activity analysis’ and ‘management information for the institution’ might be appropriate when recording the purpose of the data.  This does assume that this data is ‘personal data’ under the Act, and interpretation of this may differ between institutions.

Secondly, interpretation of the requirements may vary, depending upon individual institutional Data Protection Officers.  Some institutions have had no issues or questions raised.  However, even in cases where the Officer raised issues, these should not pose problems.  In one institution, the areas raised mainly ensured that individuals who are asked to provide time allocation information were made fully aware of :

· the reasons why this information is being collected;

· the purpose for which such information will be used;

· how long such information will be held; and

· to whom the information may be disclosed.

Whilst this is in effect good practice, there are a number of practical aspects that should be considered:

· data held on any one individual should not be amended without notification to them (e.g. if an institution is quality assuring the returns, through their head of department or other manager, any material changes made by that manager may need to be shown to the individual concerned).  There should of course be strict controls over making material changes to the data in any case, to maintain its integrity;

· equally, individuals have the right to see the information being held in their name, and any remarks written on the schedules during the quality assurance process (e.g. by the head of department) would need to be made available to the individual concerned should they ask;

· if data has not been provided for an individual (e.g. non-respondents) then a proxy would need to be used to allocate the salary costs of that individual.  (This applies to institutions that are allocating actual staff costs against each individual’s time record.  Other institutions use staff groupings and notional salaries, without such a direct link to a specific individual.)  When linked to an individual’s name, the proxy data should clearly be marked as such, to avoid any requirement to notify the individual of the data being recorded against their name;

· data should not be used for purposes other than those stated.  There may be instances where data on a particular group of staff (e.g. time spent on Support by heads of department) could be useful to the institution, and care may need to be taken to ensure that it was not possible to identify any individual member of staff from the information used;

· all data should be kept for five years for Transparency Review, or more if the institution generally keeps cost data longer, but should not be kept for longer than is necessary.
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see also

C8 p5 

(updated)

C4 2.3 Systems

To record time and attribute costs:  diaries

Particular care should be taken when using diaries as the method of time recording.  The sample data should be aggregated appropriately.  Hours on each one-week diary should be added together to produce total hours for each member of staff, and annual percentages then calculated for each individual.  It is not robust to calculate percentages for each week for each individual, and then add these together to provide annual percentages for that individual.

Holidays (bank holidays or vacations) need not be recorded on time allocation schedules/diaries (costs are not attributed to holiday time).  However, whether or not this time is included, it is not appropriate to calculate percentages of time separately for each week, as these weekly percentages cannot be compared to or aggregated with other weeks that do not contain holidays.  It is also not appropriate to scale up these hours to produce a week that is equivalent to one without bank holidays.  The principle should be that each day worked is equal in terms of time and cost to another day of similar length worked by that academic in that year, irrespective of whether it is part of a 3, 5 or 7 working-day week.

It is therefore useful to account for total time (24 hours, 7 days) in each sampled week, including bank holidays etc, to ensure that all weeks are comparable.  Percentages of time spent on TR activities can then be worked out using total hours from which holidays have been excluded.

The same principle applies to part-time staff.   Numbers of hours on each activity should be aggregated, not percentages for each day or week.
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C4 3    The costs to be attributed





C4 3.3  Cost pools

The cost pool for Research – allocation of costs to research sponsor type

One of the most robust methods of allocating time (and costs) to research sponsor type is to record academic time (including contract researchers) on time allocation schedules at the level of research sponsor type.   If sampling techniques are used to collect this time allocation information then they should be designed to ensure information by research sponsor type is collected on a statistically accurate basis.

If this is not done, then a proxy is needed to allocate Research time to sponsors.  This should be applied at department level.  Proxies include:

· the number of research assistants (and PGR students, but see below);

· the total direct staff costs allocated to projects.

Three other drivers should not be used as the proxy:

· income, as the funded elements vary by sponsor (and some sponsors pay indirect costs and some do not);

· direct costs, as levels of equipment and consumables purchased are not indicators of how staff time was spent;

· total expenditure, for similar reasons to direct costs.

Even the number of research assistants or direct staff costs do not work well as proxies in all departments e.g.

· as neither generally takes into account principal investigator time they are less robust proxies in arts and humanities departments, where there are generally fewer research assistants and lower levels of direct costs relative to the volume of research work;

· in departments with higher levels of industrial or charitable sponsors allocations will be affected as these sponsors often pay for principal investigators’ time as a direct cost;

· principal investigator time on a larger project (requiring more research assistant input) may in fact be less than that on a smaller project (where there are fewer research assistants).

An alternative, probably more robust, method would be to ask the head of department (or resource manager) to inform the allocation.  Income will prove a useful piece of information for this.  

Irrespective of the proxy used:

· time on institution-/own-funded activities should be collected separately as a proxy cannot be used;

· it is more robust to record separately the costs of the supervision and training of PGR students.
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see also 

C5 p17

C5 p22

see also 

C2 p9 

(updated)


C4 4 Implementation





C4 4.3  Implementation – the main steps

Follow up non-respondents

Institutions should ensure that those who respond to requests to complete time allocation schedules are representative of those who do not respond.  If this is not the case, then specific types of the non-respondents should be identified for follow up.
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and

C3 p25

C4  Annex


Examples of time allocation schedules





Descriptions of activity V2

The box ‘All Other Research’ should read


Research where an external sponsor has been identified


(the PGR student reference should be removed)
The supervision of PGR students could be recorded under institution-/own-funded research, as well as all other research.  (Supervision time is allocated to research sponsor type according to the sponsor of the project being worked on.  If there is no sponsor, then the supervision time should be allocated to institution-/own-funded research.)
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see also

C2 p9

(updated)





C5  Attribution of non-staff costs

C5

Updates are provided on:

C5 3
Cost drivers and cost pools 

C5 4
Implementation

There are two new Annexes to Section C5:

Good practice in allocating library costs for the Transparency Review

Good practice in allocating estates costs for the Transparency Review





C5 3
   Cost drivers and cost pools





C5 3.2  Illustrative cost model

Table C5/1:  Cost drivers

Non-staff costs in academic departments

Most non-staff costs in academic departments are likely to be incurred for Teaching.  This is because many of the non-staff costs attributable to Research or Other (e.g. consultancy) projects will already have been charged directly to those headings in the project ledgers, and there will be a correspondingly lower demand on the remaining areas of spend from Research or Other (e.g. consultancy).

These costs should not be allocated to activities on the basis of staff time.  A robust approach is to provide heads of department or equivalent with a list of these costs and ask them to indicate the appropriate percentage split between Teaching and Research.

Academic services – learning resources 


see C5 Annex

Premises 


see C5 Annex

Attribution of Support to activities

A number of cost drivers are suggested in the Table.  For areas other than learning resources, or premises, the main alternative cost drivers are academic staff time; direct costs; or direct staff costs.

· if academic staff time is to be used as a cost driver then the time of research assistants should be included;

· if direct costs are being considered as a cost driver, then two factors should be considered:

· large items of equipment should be excluded;

· allocations to Other (e.g. consultancy) activities will be lower than if academic staff time was used.

Direct staff costs may therefore form a more suitable driver than direct costs.

C5 p9

C5  4   Implementation





C5 4.8 Amend methods as appropriate

New guidance is given in the Annexes on the allocation of library costs, and the allocation of estates costs.

C5 p22, 

see also

C5 p15
and 

Annexes (Volume IIa)

C5 Annexes

The Annexes consist of:

· Good practice in allocating library costs for the Transparency Review

· Good practice in allocating estates costs for the Transparency Review

The Annexes include some mandatory guidance.  Institutions should satisfy the minimum standards of good practice as described in the Annexes to meet the Transparency Review requirements of a robust method.

New



C5 Annex

Good practice in allocating library costs for the Transparency Review

Introduction

The Reference Manual states that institutions should review the cost drivers for libraries and learning resources and introduce robust methods no later than 2003-04 (Section C5 p22; data to be reported in January 2005).

Libraries and learning resources represent nearly 4% of total institutional costs.  It would be inappropriate for institutions to be required to develop bureaucratic or complex allocation systems for Transparency Review (TR) purposes alone.  However, there are advantages to institutions in understanding their library and learning resources costs better, and activity based costing and TR principles will assist them to do this.

Types of cost

The costs of the library service discussed here are defined as a subset of the costs reported against central libraries and information services (code 51 in academic services) for the Higher Education Statistics Agency’s Finance Statistics Return (HESA FSR).  The totals actually allocated in the TR model may be different from HESA FSR totals, but it is minimum good practice for the two to be reconciled.

The cost categories that might be appropriate to use for cost allocation are:

library staff costs (including on-costs) 

Time allocation schedules are not required for Transparency, however, if information is available (for non-TR purposes) staff costs could be analysed between:

selection/acquisition/collection management



cataloguing



binderies



enquiries/staffing reading rooms/training for academics and students



shelving/book retrieval



preservation/conservation



publicity



income-generation (e.g. retail)



management/administration/training/general


non-staff library costs

acquisition of books


acquisition of journals and serials



inter-library loans (ILL)


e-services:  serviced access to external databases



special collections


other costs not included above.

To this can be added the estates costs of libraries.  These will have been allocated to libraries via the estates costing model (refer to the Annex to C5:  estates costs allocations).  

The costs of library services as discussed in this report do not include the following items that are included in the HESA FSR code 51 line:


other student services


PC clusters in the LRCs including associated communication costs


other academic services
audio visual aids, television slide and tape production, photography, language centres, other central information services costs

The categories marked above in bold broadly describe the minimum categories of cost appropriate for separate review and allocation under TR – i.e. about nine in number (subject to materiality).  The precise definitions and naming of these categories will vary by institution.  It may be appropriate to use a similar measure and proxy for more than one category of cost, which can be grouped for this purpose.

Library costs can also be grouped with other costs for allocation purposes.  They need not be identified separately in the costing model, nor in the final allocations.  However, this might result in more useful information being available for internal management purposes.

Main steps in allocation

Three steps are described in the allocation process given in this Annex:

1. identification of the costs of the institution’s libraries

2. allocation of these library costs to academic departments

3. allocation of these academic department library costs to activities.

Minimum good practice

The table below describes, against each of these three steps, the minimum standards of good practice in allocating the costs of libraries and learning resources.  This would provide a robust method of allocation for TR.

Many institutions need to consider slightly improving their methods to align with this good practice, and in particular institutions should note the following:

· the use of staff and student FTE numbers (not just student numbers) to allocate costs to academic departments (unless staff numbers are very small in comparison to student numbers);

· the use of staff and student numbers (not just academic staff time, AST) to allocate costs to activities.  The use of AST alone will overstate the costs of research;

· the inclusion of research assistants in the AST percentages (irrespective of whether they were included in the AST collection or not - if not, then it could be assumed that they represent 100% R);

· the discussion, and agreement with the librarian, of the overall proportion of the library costs that is being allocated to each activity.

Implementing this minimum good practice should not be an onerous burden on institutions.

More complex methods

Many other institutions have, however, gone much further in developing costing methods for their library services for their own purposes.  These will give a better quality of result. Examples of these methods are described in the third column of the table below.  However, as the libraries cost area is not significant when compared with total institutional costs, institutions need not follow these more complex methods to meet the minimum good practice for Transparency and to provide the robust figures required at an institutional level.

Testing for fairness and reasonableness

Institutions might like to consider the following as they test the results for fairness and reasonableness.  These questions and propositions have been based on detailed discussions at a representative sample of institutions:

1. Is it a research library, or are most research materials accessed elsewhere?  

2. Do the students physically using the library do so because it is a secure (and open) study space, or because they can get access to the library materials?

3. Where the institution has a large, nationally recognised research library, then it might be appropriate for the costs of that library to be significantly allocated to research.  (Based on a review of results of a small sample of institutions, the percentage allocated to research may match the percentage of total institutional costs allocated to research, excluding residences and catering.)

4. Where the institution has significant research activity, but has not managed to maintain a good level of book purchases for research, then it may be appropriate for the costs of the library to be significantly allocated to teaching, irrespective of the research activity of that institution.  (Based on the sample review, the percentage allocated to research might be about half of the percentage of total institutional costs allocated to research.)

5. Where the institution has significant student numbers, and has not built up research collections over many decades, then it may be appropriate for the library costs allocated to research to be very low, irrespective of the institution’s level of research activity.  (Based on the sample review, the percentage allocated to research might be less than 10%.)

These are highly simplified descriptions, but it is helpful for institutions to consider the type of their own library provision and use at this high level of enquiry, which will assist in testing the fairness and reasonableness of the final allocation.

Good practice in the allocation of library costs

Table showing methods

Step


Minimum for good practice
Examples of more complex methods

1.  Identification of the costs of libraries

Library costs are identified, and agreed with the librarian.  These costs might be held either centrally (where there is one central library service/building), or by (branch) library with some central service units (e.g. management, cataloguing etc).

 
The costs of internal service units (e.g. cataloguing) are allocated to branch libraries that provide services to students and staff, on the basis of their use of each service (e.g. number of books catalogued).

Other central library costs (management, equipment etc) are attributed between branch libraries pro rata to their size.

An initial iteration of the model takes place, e.g. central service department costs such as finance and estates are attributed to libraries; and library costs are attributed to central service departments on the basis of usage (note that the latter are likely to be small).



2.  Allocation of branch library cost to academic departments
The academic departments using each library are identified.

The costs of each library are allocated to their relevant academic departments, based on staff and student FTE numbers in these departments.(1)  
Each type of cost is allocated to academic departments using different cost drivers, e.g.:

Materials purchases are allocated on the basis of use/demand (books and serials allocated on the basis of actual spend for each department).  E-services and inter-library loans are allocated on the basis of usage.

Staff costs and all other non-staff costs are allocated on the basis of unweighted staff and student FTE numbers; using either institutional volume figures; or local measures of use e.g. issues, enquiries.

(A more complex method still would be to weight the staff and student numbers, reflecting their type of use of the libraries.)



Table showing methods (continued)

Step
Minimum for good practice
Examples of more complex approaches



3.  Allocation of academic department costs to activities
The costs of each library are allocated directly to an activity where possible – e.g. research libraries or purchases out of research budgets to research; student cluster costs and media services to Teaching; archives, special collections and conservation to research.

Otherwise student and staff FTEs, or direct costs, are used. (2) The use of academic staff time alone to allocate library costs to activities does not fully recognise the support provided to teaching.  The use of student numbers alone to make this allocation may not fully recognise staff use for teaching or research purposes.

The costs in the ‘staff numbers’ pool are allocated using AST.  AST includes research assistant time.

The costs in the ‘student load’ pool are allocated according to the type of student.

Central costs (eg management, equipment) are allocated in proportion to all other library costs.

The percentages allocated to each activity as a result of these methods are discussed with the librarian, and the librarian’s agreement is reached as to the reasonableness of the overall allocation.
A) (least complex)

Each type of staff and student user is given a weighting factor by the librarian, better to reflect the balance of use. (2)
B) (more complex)

The allocation of the costs of books, periodicals, ILL, e-services, and discrete units of staff (e.g. conservation) are considered separately by the librarian.  A broad percentage split for each of these cost totals to each activity is given.   Some measures (e.g. issues, suggestions on purchase) are used, where available, but librarians’ estimates form the main source for the allocation percentages.   The residual costs are allocated pro rata to all other library costs already allocated. (3)

(A variation on this would involve the librarians estimating an allocation for each cost total separately for each library.)                                                                                     

C) (most complex)
Staff costs are attributed (on the basis of time analysis schedules) between various professional and administrative services.(4)
Staff and student users of each professional service are identified (through measurement, survey, or estimate), and allocations made on this basis.



Notes to Table:

1. If staff numbers are relatively small in relation to student numbers, then student numbers alone could be used.

2. Examination of a small sample of institutions’ data has shown that these proxies do not give very close approximations of the right allocations to be made – but given the size of the library costs compared to total institutional costs, this is still acceptable for TR.  However, the methods given in the right-hand column under A and B might  prove of more use internally to an institution.  The method given under A may be conceptually difficult to implement, as data of the type used in B may be required to estimate weightings.

3. An example of this method is given below.  This example assumes that there is no breakdown of staff time or costs by professional service, except for cataloguing, bindery and conservation, which are discrete units (but institutions will differ from this):

Non-staff costs
Staff costs
Total cost
Allocated to activities

cost of books purchased

-

cost of serials purchased

cost of ILL

subscriptions

-

all other non-staff costs
cataloguing unit

conservation unit

bindery

-

-

30% of staff costs is estimated as the total cost of staff answering enquiries and staffing the desks

all other staff costs
[sum of left hand columns]
suggestions by academics ordering the book, 

or issues (numbers to staff and students) with the staff element then allocated on the basis of AST, and the student element then allocated on the basis of their type (PGR and all taught)

librarian estimate:  mainly Research

student and staff numbers, then AST/type of student as above

librarian estimate:  almost all Research

librarian estimate: almost all Research

librarian estimate:  almost all Teaching

pro-rata to all other library costs

4. Activity based costing work has been undertaken by a few institutions in the UK, and internationally. One set of definitions used for this purpose has been:  material related (selection, ordering, receiving, cataloguing and classification, shelving and reshelving, conservation and preservation);  user related (loan activities, staffing the desks, retrieval of materials, producing materials, answering enquiries, user education, exhibitions/displays, inter-library loans, income-generation); administration and management (IT related, finance related, personnel related, user related, janitorial and maintenance, committee work and management, staff development/receiving training, providing training).  These studies are typically initiated by the librarian, who sees them as a useful  management tool.  They are not required for Transparency, but can provide useful information for TR.

C5 Annex


Good practice in allocating estate costs for the Transparency Review 

1.  Introduction

This Annex describes good practice that meets Transparency Review (TR) requirements for a robust method of allocating estate costs to departments, and to activities.  A robust method is to be used no later than 2003-04 (for reporting in 2005).

The information that is provided from this exercise will be useful for management analysis and will be able to contribute to decision-making in important areas such as:

· portfolios of activity and the cost of new activities;

· space utilisation;

· whether space is fit for purpose;

· capital spend programmes;

· internal charging;

· budgetary control of infrastructure costs;

· budgetary control of academic department costs;

· understanding the costs of non-academic space, and the management of that  space;

· financing and ownership decisions (e.g. borrowing, purchase or rent).

These cover a wide range of operational as well as strategic areas.  Recent infrastructure projects and reviews
 have helped to focus management attention on the importance of infrastructure management and costing.  

The estate is a significant cost in many institutions – premises expenditure comprised 10.5% of institutional costs in 1999-2000; the infrastructure and cost of capital employed (COCE) cost adjustments added another 7.5% to institutional costs. 

Estates directors have been providing useful information for decision-making, and new mechanisms such as the Estates Management Statistics (EMS) database has provided consistent definitions and formats for the collection and comparison of this information.  However, infrastructure issues are not well understood at all management levels in many institutions, and there is more work to be done in producing further high quality information and tools for managers to use.  The Transparency Review provides the opportunity to do this and institutions are increasingly interested in the allocation of estate costs required under TR for their own internal purposes.  

When allocating costs for TR it is good practice for institutions to produce information that will offer a greater benefit to institutions than just the identification of costs for TR.   External benchmarking, and support for such initiatives as the EMS, can also be considerably facilitated by the TR process.  Without this, TR could only be an accountant’s tool, and never properly owned or used by an institution.

Under TR, there is considerable scope for choice in the design of the model used for allocating estate costs.  Some institutions will wish to use as simple a model as possible (‘minimum good practice’), most others will wish to do more than this (‘best practice’).  A full range of options is described in the Annex.  Institutions need to satisfy ‘minimum good practice’, as described in this Annex, to meet the TR requirements of a robust method.
The guidance given in the Reference Manual has been strengthened in various areas.  In particular, institutions may need to make changes to satisfy minimum good practice for TR purposes in the following areas:

· calculating a net infrastructure adjustment separately for residential estate from non-residential estate.  This requires the application of the insurance values, depreciation, and gross book values, separately for residential buildings and non-residential buildings;

· identifying the net COCE adjustment separately for residences from non-residential activities.  This requires the identification and application of buildings insurance values, and interest/financing costs of residences separately from non-residential buildings;

· allocating space costs to departments and to activities based on space usage.  Proxies such as academic staff time or staff and student numbers are not sufficiently robust for TR.  This would require the collection of information on the use of each room or group of rooms (i.e. the activity being carried out) in each department; and the relative recurrent estates costs of those rooms (designated as high, low or medium cost).

It is important that institutions use consistent information in their decision-making.  Currently there are three types of cost information in use: TR estates costs, premises costs reported in the Finance Statistics Return for the Higher Education Statistics Agency (HESA FSR), and EMS total property costs and facilities costs.  There may currently be two types of space usage information in use – that collected and defined under EMS, and that collected and defined under TR.  

It is best practice for TR, EMS and HESA FSR all to be based on common data sets.  However, this will take some time to implement, and given the required implementation timetable for TR, it is probably only possible to achieve this in the longer-term.  Therefore at this stage, use of common data sets is ‘best practice’ rather than the ‘minimum good practice’ required to satisfy TR.  It is likely that, in due course, separate papers issued by the EMS Steering Group will take forward estates management and EMS issues associated with the data collection specified for TR.  This will facilitate the full involvement of estates directors in the data collection for both TR and EMS, using common data definitions and records.  This would be best practice.

This Annex has been written for TR project managers to use to help with implementation.  It focuses on TR issues and refers to TR definitions and principles throughout. It does not cover wider estates management issues.  However, it is minimum good practice for TR project managers to identify the best methods to implement now (i.e. for 2003-04) in consultation with their estates director, even if EMS data cannot currently be fully used for this purpose.  

This Annex covers definitions and principles (section 2) and the steps to take in the allocation of estates costs (section 3).  Ten steps are identified (plus one further optional step).  These are shown on Figure 1.

Figure 1  The attribution of estates costs: the costing model


(bold indicates the input of new data into the model)





























2.  Definitions and principles

Introduction

This Annex is written for TR project managers.  Readers are assumed to have a good knowledge of TR principles and requirements, and of the Reference Manual. Reference is also made to the EMS in which most institutions report their estates costs and other statistics for benchmarking purposes.

This Annex describes methods in detail, but some institutions will have alternative methods, sometimes much more complex.  They should satisfy themselves that these are at least as rigorous as the model described here as minimum good practice, in order to satisfy TR requirements for robust allocations.

Definition of estates costs

The terms ‘estates costs’ and ‘premises costs’ are used synonymously.  They are defined for the purposes of this report as:

i) ‘Premises expenditure’ as defined in the HESA FSR and including rates, rents, energy, water and sewerage, repairs and maintenance, long term maintenance charge (where this still exists), and other expenditure (such as insurance, cleaning, portering and security).  (Depreciation is generally within premises in the HESA FSR expenditure, but is included for the purposes of this Annex under (ii));

ii) the TR infrastructure and COCE gross cost adjustments, including depreciation and interest.

The COCE adjustment is not strictly an estates cost (development and restructuring activities would also require staffing and operational expenditure, as well as infrastructure spend) but it also provides financing charges for capital estate spend.  For the purposes of TR, the notional COCE charge is attributed on the same basis as estates costs.

‘Estates costs’ for TR purposes do not include the purchase or depreciation of equipment; nor, here, do they include capital expenditure on buildings.  They do include buildings depreciation.

To satisfy TR requirements it is not necessary for estates costs to remain separately identifiable as such in any internal or external reporting of TR costs by department or activity.  However, such information on estates costs would assist management understanding and use of TR information and would therefore represent best practice.

Source of estates costs data

Institutions will be using cost data from their financial ledgers, management accounting systems, and/or HESA FSR return, to build up and analyse costs for TR.  The aggregation and definitions of estates/premises costs are unlikely to be the same for each of these.  The total allocated for TR does not have to be the same as that reported through the HESA FSR.   

Reconciliations of estates costs

There are now three sets of ‘total costs’ in use by institutions – EMS, HESA FSR, and TR.  If HESA FSR and TR data are not the same, then it is minimum good practice to reconcile these figures.  

It would be best practice to reconcile HESA FSR figures with EMS.  The EMS Steering Group is likely to prepare notes to assist with the reconciliation between HESA FSR and EMS in due course.

The main reconciliation items are likely to be: 

· depreciation, actual rents and interest (HESA FSR), and the two cost adjustments (in TR), compared to the notional rent based on rateable value (EMS);

· any charges to and from long-term maintenance provisions reported under HESA FSR and TR (EMS would include actual spend only);

· differences in classifying expenditure as capitalised and annualised (in the internal estates systems used for EMS, the financial ledgers used for the HESA FSR, and the management accounting systems sometimes used for TR);

· the recording of (some) facilities management costs (e.g. cleaning) in EMS separately from ‘total property costs’ (TPC) in EMS.  Most facilities costs are included as premises costs under the HESA FSR (although some costs such as reception, catering, archiving are not included);

· residential premises costs are not reported separately from other residential costs under the HESA FSR; but they are reported separately under EMS;

· the treatment of estates costs that were directly charged against academic department budgets (these may or may not be included in either EMS or TR total estates costs);

· the inclusion (in some institutions) of some central service department expenditure in TR estates costs.

A further difference between EMS and HESA FSR/TR figures might arise from timing (commitments), although arguably this should be eliminated.

The distinction between residential and non-residential estate

Costs should be allocated to residential estate and to non-residential estate.  Every trading activity should be categorised into either residential estate or non-residential estate, for allocation purposes.

Residential estate is here defined as including student residences/accommodation; and it could also include catering and conferences for the purposes of allocation under TR.  

Non-residential estate includes academic activities of Teaching, Research and Other (e.g. consultancy).  It would generally also include Other trading activities such as shops.  It would include catering and conferences if they had not been included under residential estate.

Irrespective of whether catering and conferences have been categorised as residential or non-residential, it is best practice to identify their costs separately in the costing model during the allocation process.

TR allocations to departments and to activities

Non-residential estates costs are allocated to (a) departments and (b) activities.  

The term ‘department’ here includes:

· academic departments and units;

· trading departments, for those trading units not included in the residential category (see above);

· central service departments (see below).

Activities are defined as Teaching, Research, Other, and Support.  These terms, as used in this report, reflect TR definitions.  Under TR all estates costs, along with other central service department costs, are defined as Support costs under TR.  

All Support costs, including estates costs, are then allocated to Teaching (and re-termed Support for Teaching), or Research (Support for Research), or Other (Support for Other activities).  However, for ease of reading, allocations of TR estates costs to activities will be referred to throughout this report as allocations to Teaching, Research and Other, without the initial term ‘Support for’.

EMS definitions of activity

TR definitions of activity are different from those used under EMS.  It is best practice for institutions to use EMS database data for TR purposes wherever possible.  This would provide, for example, usage by type of activity (refer to the Pathfinder Group final report December 2000 at www.opdems.ac.uk/cgi-bin/pubfiles.pl).  However, the definitions of Teaching, Research, Other and Support are not currently the same for EMS as for TR.  The main areas of difference relate to: 

· the use of the term Support.  Under EMS this is used as a fourth category alongside Teaching, Research and Other.  All estates space is categorised into one of these four categories.  Under TR, the costs of all estates space are identified as Support - categorised as Support for Teaching, Research, or Other, as described above;  

· the allocation of students union space under EMS to Other.  Under TR this would be allocated to Teaching and Research;

· the allocation of catering space under EMS to Support.  Under TR this would be allocated to Other;

· and the permitted use of the technique of ‘predominant use’ when allocating space to activities under EMS.  ‘Proportionate use’ by each activity is required for TR, subject to materiality.  

Work is in hand to develop common definitions to ensure that the space use data recorded for EMS will be of direct application to TR.   Estates directors will be notified of this through the EMS Steering Group in due course.  This may not be formalised before the implementation dates for TR, as explained above.   Therefore, although it would be best practice to use the same space usage data for TR allocations as for EMS, it is not the minimum good practice required to satisfy TR requirements. 

The use of space to allocate costs

To meet the minimum good practice standards for TR, space usage (area) is to be used to allocate estates costs both to departments and to activities.

Some institutions have used a simple proxy such as staff and student numbers to allocate estates costs to academic departments.  (Sometimes staff numbers have inappropriately excluded research assistants.  Sometimes only staff or student numbers have been used which would bias the results towards Research, or towards Teaching, respectively.)  Tests have shown that the use of staff and student numbers to allocate costs does not give very useful or good quality allocations, when compared to space usage.  Nor does it give useful information for internal purposes.  This simple proxy does not meet minimum good practice for TR.

Many institutions are using academic staff time as the cost driver to allocate academic department space costs to activities.  Again, this is not a robust method as it underestimates the costs attributable to Teaching (because, for example, an hour of teaching face to face with a group of students would take more space than an hour of desk-based research.)

Estates spend against departments’ budgets

Most estates spend is recorded against an estates budget (the responsibility of the estates director).  However, many institutions record ‘direct’ estates spend against the budgets held by academic departments (and central service departments).  This is commonly in areas such as rents, repairs and maintenance, rates, utilities, and janitorial services.  The extent to which this is done depends on institutions’ accounting and measurement (e.g. metered usage) systems; as well as their policy on devolved budgetary control.

Other institutions may not record estates spend against academic department budgets, but carry out complex allocations of these costs in their resource allocation models.  In these cases many costs are allocated on the basis of measured usage or selected cost drivers for each type of cost.  These cost drivers might include: insurance on the basis of sq metres, rate bills on the basis of space occupied, maintenance on the basis of occupied space or student load depending on the type of maintenance item, and so on.

These resource allocation models (RAM) do not allocate costs to activities.  They may include motivational or incentive factors (e.g. poor quality space is ‘cheaper’ irrespective of its actual costs). These can provide good quality allocations, as long as the allocations take into account the different type of space being used by each department.  It is obviously preferable for TR and RAM systems to be the same, as much as possible.

When using existing allocations or recharges for TR, best practice would mean that the following four criteria are met:

a) the whole of that type of cost within the estates costs total is being recharged, thereby eliminating it from the residual estates costs;

b) the recharges of estates labour and non-labour costs (traditionally termed ‘overheads’) are at current rates;

c) if estates labour and non-labour costs are recharged to any department they cover all services provided to that department, or are deemed to be on the same basis as all recharges made to all other departments;

d) all motivational or incentive factors are removed.

If these criteria are not met, then it becomes difficult to allocate the remaining costs to academic departments robustly for TR.  It is also more useful for institutions’ internal pricing or costing policies if the recharges are robust.  

Recharging systems do not have to be introduced for TR purposes.  Neither do measurement and usage systems, but if they are in place best practice would require that they form the basis for the allocation of relevant estates costs to departments (for example, metered water consumption).  Materiality is, however, an important concept.  

Where existing allocations or recharges are being used for TR allocations then care should be taken that there is no double-charging.  For example, if non-university estate rents are borne directly by a department, then that department should not be allocated a ‘full share’ of all depreciation/infrastructure adjustment costs (see step 8, which removes double-counting).  

The treatment of the estates costs of central service departments

a) attributing estates costs to other central service departments

In some institutions, non-residential estates costs are allocated only to academic departments, and not to other central service departments.  However, it is minimum good practice for estates costs to be allocated to other central services departments, as well as to academic departments.  An appropriate portion of estates costs is therefore to be allocated to other central service departments such as libraries, personnel, and students union.

Allocating estates costs to other central service departments will ensure that useful management information is being provided about the total costs of service departments (such as libraries).  It will ensure that the estates costs of central service departments are not forgotten when costing a major project, or when costing a major new programme of teaching such as nursing (their omission can easily occur when academic department estates costs are being included as a separate cost item in a programme-costing model for example).

It is of note that estates space that is not directly used for teaching or research comprises 60% of HEI estate.  This is a significant part of institutional estate, and identifying what this is, the costs of each area, and their allocations to teaching and research, would provide important management information.

An allocation of estates costs to other central service departments should be undertaken when costs are allocated to academic departments.  These costs would then be allocated to academic departments (and their activities) along with all other costs in the central service departments as a final step.   This is minimum good practice.

b) attributing other central service departments’ costs to estates

It would be best practice for some of the costs of other central service departments to be allocated to the estates department (i.e. the use of a single iteration or ‘one crank of the handle’, or multiple iterations).  An allocation of costs from other central service departments to the estates department would be made at the beginning of the estates model (step one).  This would be best practice.

3.
The ten steps in allocating estates costs

There are ten steps (plus one further associated step) which need to be undertaken to allocate estates costs to departments and to activities.  These were shown diagrammatically in Figure 1 and are to:

1. identify the costs to be allocated under this method;

2. attribute these costs between residential and non-residential estate;

for non-residential estate:

3. identify the area (square metres) used by each department;

4. for each room (or group of rooms) in each department, identify the type of the room in terms of its costs.  For academic departments, also identify the activity(s) being carried out;

5. identify cost weights that can be applied to high, low and medium cost rooms;

6. calculate the weighted square metres for each room; and for the institution;

7. calculate a cost per weighted square metre; and thus a cost for each room, for each department, and for the activities carried out in each academic department;

8. adjust the allocations to departments for any direct estates costs borne by each department;

9. check that the institutional total still agrees with the costs to be allocated; adjust pro rata if necessary;

10. calculate the total cost for each department, and, for academic departments, the cost of each activity;

11. (as a separate part of the costing model) allocate the estates costs in central service departments to academic departments and activities on the basis of the cost drivers used in those central service departments.
Each step is described in turn below, along with options for alternative methods.  Alternative methods, often more complex, can be used as long as they produce allocations that are no less robust than the methods described here.

Step 1.  Identify the total costs to be allocated in the estates model

Total costs were discussed earlier under definitions (section 2).

They consist of:

i)
estates spend by departments (held under their own budgetary heads);

ii)
estates spend by the estates department, or recorded as estates spend in the accounting system;

iii)
the TR cost adjustments;

iv)
an allocation of some of the costs of other central service departments to the estates department (this is optional).

Steps 3 to 7 cover the allocation of the total of (ii), (iii) and (iv).  

Estates spend by individual departments, (i) above, is covered separately under step 8.

Step 2.  Allocate total estates costs between residential and non-residential estate

The estates costs for residential estate should be established separately from non-residential estate.  The costs of residential estate are significant in many institutions, and these are currently reported separately for the HESA FSR, so identifying their estates costs separately for TR should not be onerous.

The term residential here includes residence operations, and as noted earlier, can also be deemed to include conferences and catering operations.  HESA FSR includes all three types of operations under the generic heading ‘residences’.  Some institutions may not have separate insurance valuations for catering or conference facilities, and therefore the infrastructure adjustment allocation to residential estate (see below) may not include an element for catering or perhaps conference facilities.  This is acceptable for TR.

The minimum good practice is to:

· identify all estates costs directly related to residences separately (as it is for the HESA FSR) and allocate these to Other;

· allocate an appropriate portion of central estates costs such as estates management, gardening etc, to residences.  This could be done using a proxy such as insurance value (of residential vs non-residential estate);

· calculate an infrastructure adjustment for residences that is separate from non-residential estate (institutions are unlikely to have made a separate calculation so far).  This can be done easily as the gross book value, depreciation, and insurance, on residential and non-residential estate, is identified and reported separately in the HESA FSR or EMS;

· calculate the cost of capital adjustment for the institution as a whole.  Part of the gross cost of capital adjustment should be allocated to residences on the basis of its share of total buildings insurance value.  The interest specifically incurred on residences should be deducted from this gross adjustment, to arrive at a net COCE adjustment for residences

i.e.


COCE gross adjustment for the institution as a whole


w

COCE gross adjustment applicable to residences: 

calculated as:

COCE  (w)    *      residential insurance value

                             ------------------------------------

                             residential and non-residential insurance value


x

interest and other financing charges attributable to residences (e.g. as reported for the HESA FSR) 

all other interest and financing charges for the institution


y

z

COCE adjustment (net) for residential estate

COCE adjustment (net) for non-residential estate


(x-y)

(w-x-z)

Step 3.  For each department, identify its non-residential area by room or group of rooms

The area, in square metres (either gross or net) should be identified for each room or group of rooms in:

· each academic department;

· each central service department;

· each trading department not being allocated along with residential estate.

The term ‘room’ is here used loosely to denote a particular area of space sharing common characteristics (such as the activity being carried out).  It would be best practice for estates databases to hold information by individual room, although this is not a minimum good practice requirement for TR, (which would allow rooms to be grouped).

Space usage information (the amount of area which each department is using) is generally obtained through a survey.  This should be undertaken at least once each five year period for TR, but should be updated annually for significant change (e.g. restructuring of departments or new buildings).  Best practice would incorporate constant revisions for less significant changes in use (EMS requirements may dictate this in due course).

Some institutions may be able to draw upon data from their space charging system.  This should be reviewed to ensure that there is no incentive or bias built in that does not reflect actual use.  

Step 4.  Identify the type of room, and (for academic departments) the activities being carried out

For each room or group of rooms identify:

i)
      the type of room and building, in terms of its cost weighting;

and, for academic departments:

ii) the proportion that it is used for each activity.

The first would be undertaken by the estates director; the second could be undertaken through a survey of heads of academic department if the information is not already available.

i) The type of room and building

Buildings, and rooms within, can be more or less costly (per square metre) because of: 

· the state of the building – e.g. older buildings can be less energy-efficient and can cost significantly more to maintain each year when compared to newer buildings; (conversely, some high-technology new buildings can be costly to maintain after 5 or 10 years;

· the capital expenditure on a building – e.g. if significant levels of spend have been made over the last 10 years or so then this may have led to lower energy or maintenance costs;

· the nature of the building – e.g. listed buildings are generally more costly in terms of their replacement and insurance values, and their repairs and maintenance requirements;

· the use of each room – e.g. research laboratories often have health and safety requirements, and functional requirements which add to the initial costs of building (e.g. cold cabinets, temperature control mechanisms); utilities costs (the amounts used); and perhaps repairs and maintenance.

At least three cost weights should be used – high, low or medium – to take into account these factors.  Some institutions will wish to use more.  Some institutions will wish to consider each of the above four factors separately, assigning a cost weight for each.  Such complexity is not necessary for TR although it would add robustness. 

Although estates departments will have very detailed information on relative costs (new-build or running costs) for a wide variety of types of space, care should be taken not to form too complex a model for TR purposes alone. 

A broad-brush approach could be used.  For example, a simple approach would be only to identify rooms which are exceptions from a norm of ‘medium-cost’:  is the room higher cost than others due to the age or poor condition of the building, is it in a listed building, is it a research laboratory or not?  Answering yes to one of these might mean it is assigned a high-cost weighting.  Conversely, is the room in a building that was particularly cheap to construct (and maintain) – and therefore might be low cost?

It should be noted that the costs of each room arrived at in this way reflect the real levels of costs for that room.  It will however include costs or space that is not under the control of or ‘required’ by the department to carry out an activity (e.g. higher costs from a listed building).  It is important for management to understand real estates costs and the impact that they have on activity cost totals.  This gives the ‘real cost’ of carrying out each activity.  

ii) The proportion of space used for each activity (for academic departments)

The space used by trading departments is allocated to Other.

The space used by other central service departments is allocated to activities through a separate process (outside the estates costing model) - see step 11 below.

Information needs to be obtained on the use of space by academic departments – i.e. the activities carried out in each room.  The estates department should already have information on this.  If this is not the case, or the information is not of high quality, then a useful approach to develop or improve existing data may be for the TR project manager to send a short survey to heads of academic departments or their secretaries or resource managers.  This should be done in conjunction with the estates director, and under the authority of the TR champion.  For academic departments this would seek to establish, for the space each department occupies, the square metres (or percentage split of total square metres) for each of the following categories of space:

i. dedicated teaching space;

ii. dedicated research space;

iii. mixed use teaching/research space used for both teaching and research e.g. academic offices (and a broad estimate of a % split of this);

iv. all other department space e.g. support staff, common rooms, stores, workshops, libraries, etc.

Space dedicated to an activity (i or ii) or allocated by a HoD estimate (iii) would be allocated directly to that activity.

All other space (iv) could be allocated to activities using a proxy, such as the total of all space already allocated under (i) (ii) and (iii), but subject to confirmation by the HoD. 

Three points of note in implementation:

· where a room is used for more than one activity (e.g. an academic office, used for both teaching and research), an allocation should be made to all relevant activities (where material).  This reflects proportionate use.  The concept of ‘predominant use’ (currently allowed for EMS) should not be used for TR allocations;

· centralised (booked, or timetabled, or used) teaching space should be allocated to departments on a basis that reflects the amount of use that each makes (e.g. hours booked) as a proportion of the total use that is made by all departments.  (Note that the hours these rooms are used is not the same as the hours that they are available);
· departments sometimes identify ‘surplus’ space, vacant space, or space that is in such poor condition that it cannot be used.  Subject to institutional policy, this space need not be allocated to a department, but could be spread across the whole institution.   This is a fairer method of reflecting the use and benefit gained for a particular activity.  An easy approach to this is to ignore the area (square metres) of this type of space when arriving at total departmental space.  It is, however, separately identified in EMS.
Step 5.  Agree weightings

The relative weightings for low-cost, medium-cost and high-cost space should be agreed.  For example:  1.00, 1.50, 2.00.  (These are purely illustrative and institutions should draw up their own weightings.)

The factors that could be considered when setting rates are those listed under step 4 – the state and age of building, its maintenance history, whether it is listed or not, the activity for which it is designed and maintained.  This could theoretically be a very difficult and complex exercise.  It may be useful to agree a proxy to avoid undue complexity – such as three levels of rebuild costs (with research laboratories or space in listed buildings representing high-cost, and an empty seminar room in a cost-efficient building representing low-cost).
Step 6.  Apply cost weightings to each room

The relative cost weight or cost factor (high, low, medium) from step 5 should be applied to the square metres for each room, depending on its categorisation as high, low or medium (from step 4).  This provides a cost-weighted total for each department.

Step 7.  Calculate total costs per department

The cost-weighted space for each department should be aggregated to arrive at a total for the institution as a whole (this will of course total more than the square metres of the institution, due to the cost weights now incorporated).  The total of this cost-weighted space should be divided into the total institutional costs to be attributed.  This cost total will include those discussed in step one – including infrastructure adjustments, and costs of central service departments if required – but excluding the direct estate spend by departments.

This will provide a ‘standard’ cost per square metre, of the weighted space.

This standard cost per square metre would then be applied to the weighted number of square metres for each department, to give a cost for each department.  To this should be added the direct estate spend for each department, to give a total cost for each department.

Step 8.  Identify if adjustments are necessary to reflect direct costs

These allocations would need to be adjusted as necessary to avoid any double-allocations.  These might arise if direct costs were allocated or charged to any one department, but not generally to other departments.  For example, if the department has had ‘rent’ charged to it, or space provided free by a sponsor or the NHS, then it may not be appropriate to allocate all other costs for that space to that department.  If a department pays for maintenance out of its own budget, then a lower allocation of the maintenance costs charged from the estates budget may be appropriate.

The total for each department (step 7) should be reviewed for the possibility of any double counting, and a reduction made if necessary.  However, the standard cost per square metre need not be recalculated.

Step 9.  Ensure cost totals agree and adjust pro rata if necessary

The calculated totals for all departments, adjusted as required under step 8, would form a derived total for the institution.  This will be different from the actual total requiring allocation (because of the impact of the adjustments in step 8).  Each department’s total should then be adjusted pro rata to ensure that the derived total for the institution agrees with the institutional estates costs to be allocated.

Step 10.  Calculate final allocated cost totals

The final cost totals would then be available:

· for residences (and perhaps some trading departments);

· for each academic department (and the other trading departments);

· by activity within each academic department;

· for each central service department.

Step 11.  Attribute the estates costs of central service departments

Some estates costs were attributed to central service departments.  Separate exercises should now be undertaken to allocate those costs to academic departments, and to activities.  This would be done outside the estates costing model.  

It would be acceptable under TR for the estates costs to be aggregated with all other costs in their respective central service department.  The same cost drivers in each department could then be used to allocate all costs in that department (for example, number of staff for personnel; total of all costs for accounts payable and so on.)

C6 Attribution of costs in medical and dental schools

C6

There is a new Annex to Section C6 which significantly updates the guidance given in Section C6  4 of the Reference Manual.





C6  Annex  

Allocating the costs of medical and dental schools to activities

This Annex describes ten steps (rather than six, as described in the original Reference Manual C6 4) for allocating costs of medical and dental schools to activities.

The guidance in this Annex is additional to that in the Reference Manual and both should be followed.

The Annex comprises the material issued in Transparency Review Update No 2 (March 2001).  In addition it includes further material from the meetings where allocations in medical and dental schools were discussed (March 2002 and May 2002: material published by J M Consulting to institutions with medical and dental schools in March and June 2002 respectively).

C6 4 

p12 -  p16

C6  Annex  

Allocating the costs of medical and dental schools to activities
Six steps were identified and discussed in Section C6 of the Reference Manual.  These have been developed further, and ten steps are now described: 

1. Identify total staff costs for each department/group of departments.

2. From this, allocate the total costs of reimbursed ‘agency’ costs (distinction awards, payments for Additional Doctors Hours (ADHs), intensity payments) to O.

3. Allocate the remaining costs to T, R, O(CS), S and O on the basis of time on those activities, recorded in the allocation schedules.  This initial allocation to OC(S) should preferably show the total time on clinical services (or alternatively, an allocation could be made to O(CS)(T), O(CS)(CS) using the time allocation schedules).

4. For those staff whose salaries are partly or wholly reimbursed, allocate the time they have recorded in O(CS) – but only this part of their total time – to O.

5. Calculate a total allocation of S costs to O(CS) based:

· firstly, on any infrastructure etc costs directly used by the NHS

· secondly, on an appropriate share of all other infrastructure costs, on the basis of the  chosen cost drivers for each type of cost (square footage, academic staff time, etc).

Note that this allocation, although calculated to inform knock-for-knock deliberations, need not formally be part of the costing model.  This would avoid multiple iterations in the model.

6. Allocate the part of O(CS) to T (and perhaps R) that relates to the clinical services which have been undertaken where the primary purpose is T (and perhaps R).

7. Allocate the balance of O(CS) to T, R, S and O on the basis of the services being received from the NHS.

8. Allocate S across activities T, R, O.  Ensure S is allocated to O on the basis of the reimbursed salaries, but not the reimbursed ‘agency’ payments.

9. Ensure the results are fair and reasonable.

10. Over time, achieve more knowledge and clarity about implementation.

Each step is discussed below.  The guidance given here is additional to that in the Reference Manual, which should still be followed.

1.
Identify total staff time

Refer to the Reference Manual  C6, 4.1, p12.

2.
Allocate the costs of agency payments to O

Refer to the Reference Manual C6, 4.1, p12.

There are two types of reimbursements in the arrangements with the NHS – where all or part of a salary is reimbursed in exchange for services rendered, and where the HEI is making a payment on behalf of another body (and is fully reimbursed). 

The first of these is covered under step 4 below.  The second relates to ‘agency’ arrangements where the HEI is ‘just’ acting as paymaster.  These payments cover reimbursed distinction/merit awards, reimbursed ADHs and (recently) reimbursed intensity payments for consultants, as well as other specifically reimbursed costs such as in-training payments to clinical lecturers.  No specific activity is required as a result of the payments of these sums.

For those types of reimbursed costs, costs equivalent to the amounts that are reimbursed should be allocated directly to O, before any costs are allocated to activities on the basis of time.  

If these costs are an integral part of the payroll records, then they may already have been allocated to activities.  In this case, they should be extracted from the activities in proportion to that initial allocation, and re-allocated to O.

No Support costs should be attributed to O for these ‘agency’ type of reimbursed costs as no additional activity is being delivered/taking place.

3.
Allocate the time of clinical academics to activities 

Refer to the Reference Manual C6, 4.2, p12.

Three aspects are dealt with further below:

· allocating time in clinical sessions

· allocating other time spent on NHS activities

· response rates.

Allocating time in clinical sessions

The Reference Manual gives some suggestions on how clinical academics should be allocating the time in sessions which include both teaching and service provision, by:

a) referring to service commitment (the number of sessions formally contracted to the NHS); or 

b) using primary purpose (if the primary purpose of the session is to provide patient care – students may still be present – the time should be allocated to O(CS)).

Institutions are generally using the latter method.  The sessional (6/11th) basis has proved to be inappropriate (not reflecting practice), as are job plans that use different definitions and are for a different purpose.  Instructions accompanying the time allocation schedules should not refer to sessions (as different activities could be taking place during one session).

The interpretation of primary purpose has sometimes been left to the individual to decide, and sometimes the Dean has specified how these sessions should be allocated.  Ratios for allocating clinical sessions between T and O(CS)  have ranged from 50:50 to 80:20, the latter for a school of dentistry.  In one school of dentistry the allocation of clinical time to T or O(CS) depended on whose list the patient was held on (student or clinical academic) – but this would not work in medical schools.  All these approaches have tended to ignore the O(CS) time which is contributing to/spent on Research (materiality has probably informed this).

There is obviously a danger that these assumptions are rather subjective, and institutions are (correctly or not) using different methods.   This early allocation of clinical sessions between O(CS) and T is decidedly unhelpful for institutions who wish to use TRAC information better to understand some of the aspects of knock-for-knock.

All institutions should therefore ask their clinical academics in future time allocation collection, to identify separately all time in clinical sessions under O(CS) but not at that stage to directly allocate some of this to T (or R).  Alternatively, clinical academics could be asked to split their time between O(CS)(T) and O(CS)(CS) – this would give a clear picture of the consistency of these judgements on allocation, and would allow high-level adjustments if necessary.

If no clinical sessions are allocated to T by academics then this could be done as a next step, in conjunction with the Dean (primary purpose could be used to allocate some of O(CS) to T).  The balance in O(CS) would then be that which is to be allocated on the basis of services being received from the NHS.  

This two-stage process will ensure that information is available on the total time spent on clinical activity.  Any deliberations over knock-for-knock will be better informed by this total O(CS) input, rather than by the balance in O(CS) that has remained after what might prove to be rather arbitrary initial judgements on the allocations to T.

Allocating other time spent on NHS activity

There are several other tricky areas in allocating time not in clinical sessions to activities:

· teaching NHS staff as part of T (or O(CS)) sessions should be allocated to O

(if it has been left in T on the grounds of materiality, any calculations of costs per student should ensure that appropriate student numbers also include the NHS staff)

· time on private practice in university time should be allocated to S

this is where the institution is not receiving the income, but the work is being done in ‘institutional time’ (ie it is part of the normal individual’s contract of employment that x days a week or year can be spent on private practice)

· time spent on hospital management (membership of Trust or hospital boards) should be allocated to O(CS); as should hospital responsibilities e.g. duties as Director of Surgery

· time spent on professional committees etc should normally be allocated to S

· time spent on-call, when no institutional or NHS activity is undertaken, should be considered private time, and excluded from the time allocation schedules.

Response rates
Response rates can be calculated as the number of returned, completed, time allocation schedules, as a proportion of the number that were sent out to clinical academics for completion.

The factors that help to produce good response rates include:

· the support of the head or deputy head of the institution;

· the positive involvement of the Dean;

· allowing the full set of options for responses:  e-mail, web or hard-copy returns

· asking heads of department to chase non-respondents;

· communication about TRAC (including attending staff meetings etc);

· seeking secretaries’ support in following-up;

· linking TRAC positively with such initiatives as the recent NHS’ ADH survey (time allocation is of interest to an increasing number of bodies - even though they all want slightly different things, it is of increasing importance);

· reporting response rates compared with other departments to the senior management group/Dean.

Some aspects that have hindered good response rates are:

· academics working ‘outside the university’ and not necessarily wholly regarding themselves as part of the university in such administrative matters;

· confusion over the parallel NHS survey requests;

· having two surveys (annual retrospective and in-year) at once.

4.
Allocate the O(CS) costs of staff whose salaries are reimbursed, to O

Refer to the Reference Manual, C6, p10.

The Reference Manual currently assumes that staff whose salaries are reimbursed by the NHS are wholly engaged on clinical activities i.e. their costs are to be directly allocated to Other.

However, in practice these staff usually carry out a wide range of activities.  The revised guidance for these staff is that:

The costs of the academic staff whose salaries are reimbursed should firstly be allocated to activities on the basis of their time.  These staff therefore need to be included in the collection processes for academic time allocation.

Some of their time is likely to be attributed to clinical activity O(CS).  This part of their time should then be reallocated to Other, to reflect the services being provided under the reimbursed salary arrangements.

This applies whether or not these staff are partly reimbursed (less than 100%) or wholly reimbursed.  It is the total amount of the time that they have allocated to O(CS) that is to be reallocated to O.

If the time for any one individual cannot be specifically identified (through absence, or because sampling methods are being used), then a proxy of the average or norm for that type of staff member should be used to identify a figure in O(CS) for that individual which can then be allocated to O.

Time that has been allocated to O(CS)(T) or O(CS)(R) should not be allocated to O as part of this.  This is because T and R were the primary purpose of this time, by definition.

This part of academic staff costs, now allocated to O, should bear an appropriate share of Support costs (as do all other parts of staff costs). 

If staff are on joint appointments then their total time should be recorded, with that part of their time recorded under O(CS) ignored in the allocations of cost (reducing their total time to a PT basis).  Alternatively only their time on ‘university activities’ could be recorded – again TRAC would account for only part of their time.

This treatment of reimbursed salaries is fully consistent with TRAC costing methods – costs should be allocated to activities on the basis of what is being done, not on the basis of the income received.  It will mean that O costs (O(CS) activities plus Support costs) may not equal the income received through reimbursement, as with other activity areas identified under TRAC.

Any considerations of knock-for-knock should of course take into account both the reimbursed salary income, and the costs on these posts in O.  The surplus (if there is one) will show the extent to which the NHS is contributing to T and R deficits in the institution.

Some HEIs need to record, as expenditure, the costs of clinicians’ time spent on Teaching that has been recharged by Trusts.  These costs should be allocated directly to Teaching and should not form part of O(CS), knock-for-knock or reimbursed salary calculations.

5.
Allocate Support costs to O(CS)

(There is no specific mention of this in the Reference Manual.)

A number of points have been raised about the allocation of Support costs to O(CS).

Ideally, Support costs should be allocated to O(CS) so that the total in O(CS) is complete (a full-cost total of activities carried out for the NHS).  However, as O(CS) then needs to be allocated across other activities, including S, this can lead to rather cumbersome iterations on spreadsheets (databases probably handle this better).  Institutions are choosing whether to allocate S to O(CS) or not – but they should carefully record what they have done, and what has or has not been included in O(CS).  

It would be helpful under either scenario to calculate what total of Support could theoretically have been allocated there.

When calculating the Support costs for O(CS) two main areas need to be considered:

· firstly, what Support costs are incurred by the HEI that are for NHS use.  This might include buildings or maintenance costs of hospital buildings

· secondly, what Support costs relate to the O(CS) activity.  These would include, inter alia, part of the buildings and secretarial support for the clinical academics, plus ‘their’ share of central costs in the HEI.

Both of these should be allocated to O(CS) – either as a formal part of the costing model or by way of note alongside it.

6.
Allocate part of O(CS) to T which reflects the ‘primary purpose’ of the clinical session

T refers to O(CS)(T).  All references here to OC(CS)(T) should also be read as referring to O(CS)(R) or O(CS)(O) as the primary purpose may alternatively be Research or a clinical trial (Other).

It is important that this allocation is made.  If it is, then the allocations of time and cost for staff whose salaries are reimbursed can be made appropriately.  It means that the costs of Teaching are not understated.  It also means that the O(CS)(CS) total is smaller, and the difficulties of using NHS services as a proxy for the allocation of this total will have a minor impact on the figures that result.

Primary purpose is discussed in the Reference Manual C6, p13 – however, this suggested that the academics make this allocation on their time allocation schedules without showing what they had done.  It is now suggested (see above) that the total of clinical activity is recorded by the clinical academic.  

The allocation between O(CS)(CS) and O(CS)(T) could also be made by the clinical academic (but the O(CS)(T) activity would be recorded separately from other T work).  Given the challenges in explaining definitions in this area, and the need to encourage responses, it may be preferable for academics to record all their clinical service activity as O(CS) and for heads of department to make the allocations subsequently.

When making this allocation, discussions or a small survey would help to identify the type of clinical service work being undertaken.  The following questions could be asked:

· are any students present? (or research, or clinical trial, taking place?) If not, then O(CS)(CS);

· would the patient services have been provided by the clinical academic if the students were not present?  If not, then O(CS)(T);

· has the presence of the students (or research, or clinical trial) significantly increased the time spent on patient care?  (If yes, then O(CS)(T) or O(CS)(R) etc);

· in dental schools:  are the patients on the students’ list?  (If yes, then O(CS)(T).)

The following table provides another means of examining the drivers behind the clinical activity:

Type of clinical service activity


allocation

i.
time with patients (no students)
O(CS)(CS)

ii.
time with patients and students (the latter receiving some training)
O(CS)(T) and O(CS)(CS) depending on primary purpose

iii.

iv.
trust management

professional committees (e.g. The Royal Colleges, BMA)
O(CS)(CS)

Support

v.
private practice carried out in ‘university time’
Support (scholarship)

vi. 
time on call

a) when they are called
O(CS)(CS)


b) when they are not called and not otherwise working
not counted in ‘total time’ therefore not allocated to T or O(CS)


c) when they are not called but are working (e.g. on a research project)
recorded against the activity undertaken (e.g. Research)

vii.
other (defined locally)




7.
Allocate O(CS) to activities

Refer to the Reference Manual C6, p14.

The approach taken here should reflect materiality – O(CS) can be a very small figure once the O(CS) time of clinical academics whose salaries are reimbursed have been allocated to O.

If so then institutions could:

· consider that the services mainly relate to T.  If R (and O) is very small, then this might be a reasonable approach, or

· use a simple proxy – such as the allocations that reimbursed staff have provided (excluding their time allocated to O(CS)).  This could be weighted if it would unfairly hit Research (Trust clinicians may undertake less Research than university clinical academics, even those 100% reimbursed).

Institutions could alternatively:

· ask their Deans/heads of department to advise on an appropriate first year allocation; or 

· consult with their NHS colleagues to identify the relative proportion of activities (in percentage terms, rather than absolute numbers) being delivered on behalf of the HEI by the Trust staff.

An allocation to S (for T) should be considered as part of this.  This would reflect buildings, infrastructure etc, as well as any teaching administration or management that the hospital academics carry out for the HEI.  

The additional clinical costs incurred by a Trust because of teaching should theoretically not be included in this analysis.  This is because they are deemed to be covered by DoH monies (SIFT/ACT or PCET), not funding council monies (O(CS)).

8.
Allocate S to activities

Refer to the Reference Manual C5, p12.  

Support costs should be allocated to O on the basis of the costs that relate to reimbursed salaries that are now held in O.  

They should not, however, be allocated to O on the basis of the costs of the ‘agency payments’ (reimbursed distinction awards etc).

9.
Ensure the results are fair and reasonable

Refer to the Reference Manual C6 p15.

10.
Over time, achieve more knowledge and clarity about implementation

Refer to the Reference Manual C6, p16.

TRAC provides a useful set of information to feed into any discussions and considerations over knock-for-knock.  However O(CS) should not be interpreted as the HE side of knock-for-knock – the issues are much more complex than this.  TRAC also does not require a calculation of the absolute value of services received in return.

TRAC can assist institutions to start to understand knock-for-knock by providing various pieces of information:

· clinical academics’ time on O(CS) (including the appropriate Support element);

· the hidden subsidy in the reported O(CS) and O costs – from the hours worked by academics in excess of ‘normal’ hours (if collected).  This means that the costs reported in any one activity are at a subsidised rate;

· university Support costs incurred for the NHS;

· the impact of reimbursed salaries (including the appropriate Support element) – the surplus on this element of O that is providing a contribution to the costs of T and R.

TRAC encourages the emergence of a broad understanding of what services are being received from the NHS in return.

C7  Cost adjustments

C7

Updates are provided on:

C7 2
   Adjustment for infrastructure costs

C7 3
   Adjustment for cost of capital employed





C7 2  Adjustment for infrastructure costs





C7 2.3 The required adjustment

C7 p5


The Transparency Review infrastructure adjustment helps to ensure that the costs reported show closer to the full economic cost of their estates.  However it is only a proxy, and it is conservative, and institutions (and other organisations) should not consider that it fully reflects the full economic cost of estate.

The adjustment ensures that all institutions include an estates cost (e.g. equivalent to depreciation) in their annual Transparency Review cost totals that is based on the true value of their estate.  It restates depreciation on a current cost basis.   However:

· no adjustment is made for equipment costs;

· the adjustment does not question the assumptions about the assets’ useful life (e.g. the 40 or 50 years used in depreciation calculations);

· it does not represent the cash that should be spent on the estate;

· nor does it give any measure of the condition of the estate (i.e. the amount that should be spent on backlog maintenance, or on establishing or continuing to maintain estate in a fit-for-purpose condition).

The infrastructure adjustment is to be calculated separately for residential, and for non-residential estate.  Refer to the guidance in the new Annex to C5 on the allocation of estates costs to activities.

see also
C5 Annex: estates

(new)

Task 4. Review the insurance valuation of assets, that applied at the year-end of the year reported.

The insurance value should cover assets that are part of the depreciation charge (or have already been fully depreciated).  If assets are insured but are not, or have not been, subject to depreciation, then they should be excluded from the insurance value when calculating the infrastructure adjustment.  This is to ensure that the assets in the insurance valuation are consistent with those reflected in the depreciation charge.

On leased properties (e.g. sale and leaseback schemes) the main options are either to leave the capital costs in assets and insurance values (and deduct any rental payments from the gross infrastructure charge) or ensure that the capital costs are in neither; and continue to include the rental payments in costs:

· if the properties are in the depreciated asset balances of the institution’s consolidated balance sheet, then they should be in the insurance value.  They will form part of the infrastructure adjustment:  the rental payments are the equivalent of depreciation and should be deducted from the gross infrastructure charge.  If there is a financing charge then this needs to be deducted from the gross COCE during the COCE adjustment calculation, but this is not relevant to the infrastructure calculation;

· if the properties are not in the asset balances, then they should be excluded from the insurance values (if they are in there in the first case).  The rental payments should be left in as a cost (and not deducted from the infrastructure charge).



C7 p8

C7
point 3

p16

Worked example – infrastructure adjustment (high-level method)

Item B in the table should say:

Depreciation for 1999-2000 reported in financial statements for Buildings.  This is on the same assets reported under A.


(The date of 1998-1999 was incorrect.)
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C7 3   Adjustment for cost of capital employed

C7 3.1  Introduction
The cost of capital employed is a proxy for the full economic costs of capital across the sector as a whole.  

However, it does not determine the level of surplus that a particular institution should be generating on its activities in order to meet its specific needs for development and rationalisation.  Guidance on this is given elsewhere, for example in the HEFCE publication 2002/34 ‘Financial strategy in higher education institutions’.
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C7 3.3 The calculation

Where the calculation of ‘total assets less current liabilities and less cash and investments’ leads to a negative figure, then a COCE adjustment should not be calculated.

If banks have agreed a set-off (a loan accompanied by a high cash balance, with no interest receivable on the cash) then the cash should be netted off against the loan, and the cash should not be deducted from the ‘total assets less current liabilities and less cash and investments’.

Separate COCE calculations should be made for residential, and for non-residential, estate.  This can be done at a high level.  Refer to the new Annex in C5 on the allocation of estates costs to activities.



C7 p15

see also

C5 Annex: estates 

(new)



C8  Quality assurance

C8

Updates are provided on:

C8 1   The TRAC requirements

C8 2    Frequently asked questions

There is a new Annex to Section C8.



C8  1  The TRAC requirements





C8 1.1  Compliance with process standards

The appropriate institutional committee should confirm compliance with the set of process standards given in this Reference Manual  (not ‘a’ set of process standards).

C8 p2

C8 1.3  The process standards

The responsibilities of institutions’ Audit Committees and institutions’ internal audit services are those given in the new Annex to Section C8 paragraph 21.

An appropriate committee should confirm compliance with the TR requirements.  Compliance is the responsibility of institutional managers and institutions would generally wish to involve their Finance Committee in ensuring that this is achieved.  The Audit Committee can then, independently, on the advice of the internal audit service, confirm this compliance.
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see also 

C8 Annex (new)



C8 2 Frequently asked questions

Retention of Transparency Review documents

Transparency Review documents should be kept for the longer of:

· the period that is required to satisfy the Data Protection Act (institutions will need to consult with their Data Protection Officer); 

· the period for which institutions normally keep their financial or cost accounting records; or

· until the time data has been re-collected and replaced.

Where time data has been collected anonymously, the keys to the anonymous codes should be destroyed as soon as the response rates are of a level that no more chasing of responses is necessary.
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see also

 C4 p8 (updated)

C8 Annex

The Annex consists of 

· Internal Audit – further guidance

Reference is made to the checklists – minimum requirements and the full requirements – which are given in Volume IIa as an Annex to C1

New

see also

C1 Annex (new)

C8  Annex

Internal Audit – further guidance 

Introduction

1. One of the 10 costing standards which needs to be met under the Transparency Review (TR) requirements refers to audit (costing standard 7).  This is covered in depth in Section C8 of the Reference Manual.

2. Institutions need to comply with a set of process standards, which include the internal audit service reviewing and commenting on the adequacy of the systems established by management for satisfying themselves that the costing method follows the recommendations in the Transparency Review report and is being applied consistently.

3. This further guidance gives internal audit services some advice about how to approach this.  

4. Readers of this further guidance are assumed to be familiar with TR requirements – see particularly the Reference Manual, and material on the JCPSG website: http://www.jcpsg.ac.uk

5. An audit review of TR systems should be approached in a similar way to all other internal audit reviews.  It should be a periodic review, incorporated into the internal audit strategic plan.

The objectives of the internal audit programme

6. The aim of the internal audit review of the TR systems is to assess the extent of compliance with the TR requirements as described in the Reference Manual.

7. The internal audit programme should help to:

· ascertain that accounting and other information is reliable as a basis for producing accounts, and financial, statistical and other returns;

· ascertain the integrity and reliability of financial and other information provided to management, including that used in decision making.

Risks and controls

8. The work to be carried out should depend on the institution’s view of:

· the risks;

· the controls and checks needed and those that are in place;

· the tests of these controls and checks that are necessary to assess their effectiveness;

· whether the methods being used are ‘tried and tested’ (e.g. described in the Reference Manual and in wide use in the sector) or developed and used by only a small number of HEIs;

· the quality of TR project management during the development and implementation stages;

· other objectives that the institution is seeking to satisfy, which rely on TR data or systems, e.g. pricing decisions and other internal decision making.

9. The particular risks to be considered under TR would include:

· the risk of not reporting (perception of a poorly managed institution that is unable to provide information);

· reporting results that are not robust (not in compliance with the costing standards) – and asking the head of the institution to underwrite these results;

· the inability to provide information that would be considered to be sufficiently robust by external sponsors (loss of stakeholder confidence; potentially lower recovery rates on work);

· using inadequate or misleading information for internal decision making;

· implementation of an overzealous or inappropriate approach to implementation (including towards internal audit work in this area) – diverting institutional time from other priorities.

10. The TR internal audit plan should be designed in a way that respects the principles which underpin the design of the TR requirements.  These principles require the TR process to be minimally burdensome and as helpful to institutions as possible.  Institutions are allowed flexibility in the systems and methods they use, and can improve and adapt the guidance within the overall standards and requirements set out.  The methods should focus attention onto important costs and do not require repeated measurement of factors which do not change year-to-year, or undue precision over small cost elements.  Materiality is an important principle, along with recognition that there will always be elements of judgement in cost allocation.

Scope and timing of audit work

11. Institutions’ internal audit services will wish to draw up their own audit plan.  This may cover advice on institutional implementation, and should cover on-going systems assurance.  The following might provide a basis for an audit plan:

year:

data for financial year of:

reported:


Year 1

1999-2000 

Jly  2001
Years 2-4

2000-01 – 2002-03

Jan 2002 – Dec 2003
Year 5

2003-04 

Dec 2004

a) review of project management arrangements; review of implementation plans; advice on systems development


( as required
(as required
( as required

b) review of controls in systems designed to meet minimum requirements 

or

review of controls in systems designed to meet full requirements – full systems audit


(
(as required
( or earlier

if appropriate

12. To meet the TR requirements institutions need to satisfy a minimum set of requirements each year from July 2001 (1999/2000 data) until they achieve full robustness.   A summary of these is given in the Annex to Section C1 - TR requirements: checklists (minimum requirements).  

13. A review of the controls in systems designed to meet these minimum requirements might take place only once, or more than once, over a five year cycle.  On a first review, adequate controls might be found to be in place and risks considered low.  The review of controls in the systems designed to meet minimum requirements may therefore not need to be repeated in the five year cycle, prior to the full systems audit.  Alternatively, systems may be significantly changing year-on-year, for example reflecting a phased approach to introducing fully robust systems.  Under such circumstances reviews may need to be undertaken two or three times over for the first four years.

14. A review of the controls in systems designed to meet full requirements forms the basis of the full systems audit.  A summary of these requirements is given in the Annex to Section C1 - TR requirements: checklists (full requirements).  The full systems audit might take place towards the end of the five year cycle (i.e. in 2003/04) or sooner if the systems are in place earlier.

15. In the early years the systems may not all be fully auditable.  Where this occurs it would be more appropriate to direct audit effort at systems development, and implementation plans, rather than planning to look at controls and audit trails which are not yet in place.  (For example, heads of department may have little or poor evidence on which to base the annual retrospective time allocations which they may have completed for their staff in year one.)

16. In subsequent five-yearly cycles, commencing with data collected on 2004-05 (to be reported in December 2005), the systems should now be planned to continue to meet full requirements in every year.  The full systems audit should be undertaken at least once.  In other years, the internal audit risk analysis, incorporating a view of potential changes to the TR systems, should inform whether additional reviews are required.

Allocation of days

17. The number of days required for these reviews will depend on several factors:

· the risks identified;

· the types of system being introduced;

· the approach and level of assurance identified for the reviews; and 

· the quality of the systems and project management arrangements found to be in place.  

18. The internal audit approach to TR audit is expected to rely largely upon management assurances, supported by limited testing, as opposed to carrying out detailed compliance testing.  The reviews of project management arrangements and advice on systems development would facilitate the former.

19. It is difficult to generalise over the number of days internal audit services should spend on these reviews.  However, early indications show that some institutions are planning 2-10 days in year one, 2-10 days in the year that the full systems audit is required, and 0-2 days in other years.  

20. This excludes the time required of internal audit staff in the first year as they gain an understanding of TR requirements.  

Confirming compliance

21. The Audit Committee should oversee the programme of internal audit and should receive reports from the internal auditor.  The Audit Committee should report to the Governing Body that it has done this and whether it was satisfied on the extent of the compliance with the TR requirements.  The Audit Committee may advise the Finance Committee (or other appropriate committee).

22. TR reporting to the relevant funding council is made by the head of institution as accounting officer.  He/she would satisfy him/herself that the institution has complied with the TR requirements, reassured by advice from internal audit.  Depending on the committee structure and governance relationships, the Finance Committee or other appropriate committee should receive a report on the compliance and maintain a strategic overview of the development of costing and other financial management initiatives in the institution.   

23. The information listed in the Reference Manual, Section 8, 1.3 (key assumptions, supporting evidence, results of tests for reasonableness, results from robust time allocation method) should be prepared by management.  Management should present these to the Finance or other appropriate committee along with the information to be reported under the TR.  A reconciliation with the audited financial statements should be included as part of this.

C9  Rate calculation

C9

There is a new Annex to Section C9



C9  Annex

The use of indirect cost rates in costing government contracts – technical guidance

This is not mandatory guidance.  However, if institutions wish to show sponsors indirect cost rates that have been prepared in accordance with Transparency Review principles, this guidance should be followed.

New

C9 Annex

The use of indirect cost rates in costing government contracts - technical guidance
1 Introduction
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1 Introduction

1.1 This guidance describes how the indirect cost rates produced as part of the Transparent Approach to Costing (TRAC) can be used to cost projects of Research and Other academic activities funded by public sponsors.

1.2 This is practical guidance that will enable institutions to use TRAC indirect cost rates in order to calculate the total cost for any activity; and thereby produce a ‘should-be price’ where cost-based pricing is appropriate.

1.3 It is not mandatory guidance.  However if institutions wish to show sponsors indirect cost rates that have been prepared in accordance with TRAC this guidance should be followed.

1.4 This guidance is aimed at those who support institutional managers in costing and pricing contracts.

1.5 It is assumed throughout this guidance that readers are familiar with TRAC principles and approach, and are familiar with the Reference Manual: Transparent Approach to Costing, JCPSG, July 2000 (obtainable from HEFCE).  This guidance does not repeat material that is in there, except in reiterating some of the key principles behind TRAC.

1.6 If this guidance is shown to a government sponsor, it should be accompanied by an appropriate explanation of TRAC.

Scope

1.7 This guidance applies to all publicly-funded contracts for Research and for Other academic activities, including for the Ministry of Defence and other UK government departments; and contracts for Research and Other academic activities sponsored by the EC and the Research Councils.

1.8 It is to be used for Research (R) grants and contracts and Other (O) academic activities (consultancy projects, clinical trials, and any other academic activities) but internal trading activities (printing, residences etc) are outside its scope.

1.9 It can be used for costing non-publicly funded contracts, with certain amendments.  These are described in Appendix B.

1.10 The indirect cost rates under TRAC can also be used to cost Teaching (T) contracts; however the approach described in this guidance is not directly aimed at Teaching provision.  There are more appropriate ways of costing Teaching, and this is covered briefly in Appendix B.

1.11 This guidance focuses on establishing the appropriate levels of indirect cost for contracts, it does not provide guidance on estimating the full cost of a contract (i.e. establishing staff time and other spend).

1.12 It establishes a full-cost of a contract irrespective of whether it is currently funded by a particular sponsor at that level or not.  Costs are incurred irrespective of how they are funded. 

1.13 This guidance does not specifically cover pricing.  The full-cost derived by application of this guidance should be used to help determine cost-based prices.  It would also be of benefit to institutions to use this guidance to inform market-based pricing negotiations and decisions.

Status 

1.14 The approach described in this guidance builds on TRAC which is the approach accepted by Government for transparent and robust costing and reporting of all UK higher education activities.

1.15 The TRAC methodology is fully developed; subject only to introduction of an infrastructure adjustment for equipment, the methodology for which is still to be fully developed.

1.16 The indirect cost rates that are produced from TRAC, and implemented following this guidance, should form the basis for a full-cost price for publicly-funded work.  Acceptance of this is under discussion with sponsors, led by the Office of Science and Technology.

1.17 In the meantime, institutions could start to inform their cost-based pricing when they are able to negotiate with sponsors; or alternatively to use these indirect cost rates to consider their strategic policy on volumes and types of research and commercial work.

Content 

1.18 This guidance builds on the indirect cost rates calculated under TRAC.  Each chapter of the Reference Manual is referred to.  Any amendments to the costing process for TRAC that are required to produce full-cost figures for government contracts, are described in this guidance.  The actual calculation of the indirect cost rates is described in the Reference Manual (in particular, Section C9).

1.19 The complete costing process for a contract can be described in terms of nine steps.  The diagram in paragraph 1.26 shows these nine steps.  The shaded steps are covered in this guidance.  

1.20 This guidance assumes that the time of all direct staff (including permanent academic staff) are included in the costs of each project.  Only when all direct costs are included can the full surplus/deficits be calculated.  Institutions may in the past have inappropriately excluded the costs of permanent or core academic staff from the total costs of a contract, because these costs were not recoverable from the sponsor.  This does not facilitate fully informed decision-making.

Definitions

1.21 The term ‘academic’ includes permanent academic staff and contract research staff.

1.22 The term ‘permanent academic staff’ includes all staff on academic pay scales, but excludes contract research staff (see below).  The term principal investigator (PI) is here considered to be a member of the permanent academic staff.

1.23 The term ‘contract research staff’ includes all research assistants, associates and fellows.

1.24 The term ‘clerical’ includes all secretarial and administrative staff.

1.25 All other definitions, including those for Support and direct costs, are given in the TRAC Manual. 

Overview of contract costing

1.26 The following diagram gives an overview of the key steps in costing project contracts.  Those that are shaded are covered in more depth in this guidance.


















TRAC – the Reference Manual

Principles behind TRAC

1.27 The Transparent Approach to Costing is based on ten costing standards and a number of key costing principles.  These apply to this guidance in their entirety, and are replicated here because of their importance. 

Summary of standards to be achieved under TRAC

Area
Standard to be achieved

1.  Annual transparency reporting – accountability for public funds
· total gross costs of institutional activity on T, R, O as defined

· calculated in an auditable manner and reconciled to consolidated financial accounts

· signed off by head of institution

2.  Costing for internal purposes and to inform pricing
calculation of T, R, O by department and research sponsor type

3.  Attribution of academic staff costs to activities
· at least:  retrospective annual time allocation signed off by head of department; backed up by in-year time allocation, on a sample basis, to validate and confirm accuracy

· consistent treatment of all staff time as direct (e.g. to T, R, O) or Support (indirect cost rate)

4.  Attribution of other costs to activities
· directly where possible and cost-effective

· at least a cost-driver model with 4-6 robust drivers, verified by surveys etc for larger cost pools and used consistently

5.  Cost adjustment
full economic costs including adjustment for:

· infrastructure costs

· cost of capital employed

· any exceptional items

no other adjustments to gross costs

6.  Costs in medical and dental schools


· allocate this time to T, R, O, S to represent services received from NHS under knock-for-knock

· improve basis of allocation over next five years (by end 2003-04)

7.  Audit
appropriate institutional committee reviews management confirmation of compliance with standards

8.  Materiality and dispensations
· for institutions with R income less than £0.5m verification of costs is optional

· no requirement to recalculate or verify costs if institution can show that impact is minimal or effort disproportionate

9.  Review and development
· annual review of cost driver information

· annual calculation of cost driver costs

· indirect cost rates recalculated every 3-5 years

· time allocation verified on a rolling 5 year basis

10.  Rate calculation
calculate indirect cost rates for T, R, O by the three main subject types

1.28 TRAC is built on several key principles and conventions, which cover the following:

Principles

materiality

fair and reasonably stated

flexibility and choice

consistency of costing treatment

auditability

Accounting and costing conventions

audited consolidated financial statements

gross costs

adjusted costs

full costing

absorption costing

activity based costing

cost-plus basis

1.29 These principles and conventions are requirements of TRAC, and they ensure that institutions provide, over time, information of sufficiently high quality that satisfy requirements for accountability and transparency, and are appropriate to justify costs to external sponsors.

1.30 They are described in detail in Section D1 of the Reference Manual.

Requirements – Section C1 of the Reference Manual

1.31 This section covers the reporting requirements.  The inclusion of costing standard 10, described here, means that any institution which quotes indirect cost rates that comply with TRAC should be able to receive recognition by sponsors of the robustness and quality assured nature of those rates. (Discussions with sponsors are taking place at a national level to achieve this.)

1.32 A matrix of indirect cost rates is to be calculated – 


clinical, laboratory, classroom


for each of


Teaching, Research, Other academic activities.

1.33 For an institution which has all three activities in all three departments, the matrix of indirect cost rates would look like this:

The rate matrix


Teaching
Research
Other activities

clinical




laboratory




classroom




1.34 Under TRAC data needs to be gathered in a robust way at the level of department type – classroom, laboratory and clinical.  The term department is an institutionally-defined ‘management unit’.  This unit might be a Faculty of Health, School of Medicine, School of Nursing and Biological Sciences, etc.  Their grouping into department type is defined by institutions.

1.35 These three department types are broad classifications.  Not all activities (contracts or teaching provision) within one department type will display similar characteristics in terms of equipment and the use of other resources.  However, this identification is sufficient for the purposes of TRAC.

1.36 There are alternatives to using the clinical, laboratory, classroom groupings:

· some institutions wish to gather data robustly at department level.  They may then choose to calculate indirect cost rates by department;

· alternatively, some institutions wish to use department groupings that represent high cost, medium-cost and lower-cost departments.

1.37 Under TRAC institutions are able to follow any of these approaches, or use the clinical, laboratory, classroom groupings.  For simplicity, this guidance generally assumes the production of indirect cost rates by this latter method.

1.38 TRAC requires a recalculation of indirect cost rates every 3-5 years.  In practice this should be more frequent if there has been major change in the activities or structure of the institution, or material changes at the level of department type.

Time allocation – Sections C2 to C4 of the Reference Manual

1.39 These sections cover the methods and processes used to allocate staff time.  All parts of this section are relevant to pricing cost-based publicly-funded contracts.

1.40 It should be noted in particular that vacations and ‘normal’ sickness absence are not part of the time recorded under TRAC.  The time for these activities should not be allocated to Support and should be excluded from the time that is recorded.

1.41 The definitions used under TRAC are relevant to pricing full-cost publicly-funded contracts.  In particular, costs are normally classified as direct (to a project) or indirect (Support) according to TRAC definitions.  However, sponsor practice in accepting costs as direct varies.  

1.42 Some sponsors will accept certain items of cost as eligible direct costs on a contract, whereas under TRAC they are included in the Support costs (the indirect cost rates).  It is a fundamental principle of TRAC that double-counting should be avoided.   

1.43 The method for addressing this through Rate Abatements is described under section 3 below.

1.44 If institutions are calculating an indirect cost rate for a department, rather than a department type, then the time allocation methods used should be robust at department level, rather than at the department type level.  This is of particular note if institutions are using statistical sampling techniques.

1.45 TRAC requires institutions to charge academic time spent on institution-/own-funded Research as a direct cost.  It therefore is excluded from the Support costs used to calculate the indirect cost rates.  However, this is an eligible Support cost on government and EU contracts.  Its exclusion from the indirect cost rate calculation is a pragmatic one, and contributes to the strength of the indirect cost rate methodology described in this Annex.

Non-staff costs – Section C5 of the Reference Manual

1.46 This section covers the attribution of all non-staff costs to activities. All parts of this section are relevant.  Non-staff costs are either to be attributed directly to activities (e.g. research projects) or to be allocated to Support costs.

1.47 Again some sponsors will accept costs as direct when they are indirect under TR definitions.  Double-counting in costing contracts should be avoided.  This is covered below (section 3).

Medical/dental schools - Section C6 of the Reference Manual

1.48 This section covers the attribution of costs in medical and dental schools taking into account reimbursed salaries, and knock-for-knock arrangements.   All parts are relevant.

1.49 Of note is the requirement for institutions to consider what Support activities are being provided by the NHS under knock-for-knock e.g. provision of estates, or secretarial support etc.  When allocating staff time in Other (Clinical Services) to T, R and O on the basis of services received from the NHS, an appropriate element of this time should be considered to be Support, to reflect the Support element of the NHS provision.

Cost adjustments - Section C7 of the Reference Manual

1.50 The three cost adjustments are an integral part of TRAC costs and should remain part of the Support costs included in the indirect cost rate calculations.

1.51 There is as yet no infrastructure adjustment for equipment.

1.52 When indirect cost rates are used to cost non-publicly funded projects, the discount built into the COCE rate under TRAC should be removed.  This is covered in Attachment B.

Internal audit - Section C8 of the Reference Manual

1.53 The audit and quality assurance requirements set out in Section C8 are designed to provide a sufficiently robust Quality Assurance process and validation of indirect cost rates in order to satisfy sponsors.

1.54 Some sponsors may require external audit review of project cost records.  These record the actual direct costs and should be backed up by measurement and costing records.  This should not be extended to audit of the indirect cost rates, which, as they are based on TRAC, are already quality assured.

2  Rate calculation

2.1 The calculation of indirect cost rates should be undertaken as described in Section C9 of the Reference Manual.  The indirect cost rate calculation, for each activity and department type, is:

Support costs (including the Support time of permanent academics, and of technicians and clerical staff)

over 

direct staff costs:

· the costs of the direct time of permanent academics, 

· the total staff costs of contract research staff time (both Support and direct time), and 

· the costs of the direct time of technicians and clerical staff.


2.2 A rate is produced for each activity and for each subject type (department grouping), as shown in the matrix of indirect cost rates, in paragraph 2.7 above.

2.3 Alternative indirect cost calculations can be used, subject to institutional and sponsor acceptance, ie % total direct costs, or £ per FTE.   These methods are not covered in this guidance.   Again, double-counting of costs should be avoided, and similar methods to those outlined here should be used whatever the indirect cost rate calculation.

2.4 The calculation shown above, and the definitions from the Reference Manual, make certain assumptions about how a sponsor considers a cost – whether direct or indirect.  The assumptions used in this guidance and in the Reference Manual aim to ensure that:

a) the indirect cost rate reflects most sponsors’ and institutions’ understanding of indirect cost rate calculations and definitions;

b) there is no double-charging of costs to sponsors where classifications (of what costs are direct and what are not) differ between sponsor and institution.

2.5 The calculation of the indirect cost rate, and its application, makes no assumption about the total level of the funding on the contract being costed.  Many sponsors do not currently pay full overheads, many do not cover the costs of permanent academic staff time.   This is illustrated in Appendix A.  The total cost of a particular contract remains the same irrespective of the sponsor.

2.6 The level of  subsidy to or surplus from the project should be calculated as part of the costing process.  This is shown in Appendix A, and also in the example given in section 4.

Avoiding double-counting

2.7 In some areas, under TRAC, a cost will have been defined as a Support cost, and will have  been included in the indirect cost rate, but a sponsor may accept that particular cost as a directly fundable cost.  It will have been identified as a direct cost on the project costing form.  For example, the Support time of a permanent member of academic staff will be treated as a Support cost under TRAC (and included in the indirect cost rate), but a sponsor may agree to fund 100% of their time.  This could lead to a potential double-charging of some of the indirect costs on that contract.

2.8 To address this, a set of Rate Abatements should be used to remove the double-counting.  This method draws heavily upon the key TR principles of robustness and transparency.  An overview of the method of Rate Abatements is given below.

1. calculate a fully-inclusive indirect cost rate for each department type and activity as shown in the rate matrix (paragraph 2.7);

2. for each indirect cost rate, calculate a defined set of Rate Abatements.  Each Rate Abatement will relate to a particular type of cost.  Where those costs are included by the sponsor as a direct cost, then the Rate Abatement will be applied to the indirect cost rate.



2.9 The relevant abated indirect cost rate will then be used to calculate a daily/hourly/annual full-cost staff rate for each member of staff (or type of staff), which can then be used in costing a contract.  These steps were shown in paragraph 1.26.

The Rate Abatements

2.10 Rate Abatements should be calculated for each department type and activity.  These are figures that are to be deducted from the fully-inclusive indirect cost rate specifically to avoid double-counting of charges to projects.  They are only applied when the relevant cost item is being charged to the project as a direct cost;  that cost item is then removed from the indirect cost rate via the Rate Abatements.

2.11 The following Rate Abatements should be calculated:

a) technicians in academic departments

b) clerical/administrative staff in academic departments

c) support time of permanent academic staff.

2.12 Other Rate Abatements can be calculated, for example, for student services or library, if the sponsor is funding the full cost of those elements as direct cost elements, and the amounts are material.

2.13 The bottom-line (denominator) of each Rate Abatement calculation is the same as that used in the fully-inclusive indirect cost rates calculated under TRAC.

2.14 The top-line (numerator) of each Rate Abatement are costs that were originally in the top-line of the fully-inclusive indirect cost rates calculated under TRAC.

2.15 The three Rate Abatements are described below.

a) Technicians in academic departments

2.16 The Rate Abatement for the staff costs related to technicians is:

the staff costs of technicians in academic departments that were treated as Support and included in the top-line of the indirect cost rate calculation

over

the direct staff costs that formed the bottom-line of the indirect cost rate calculation:

· the costs of the direct time of permanent academics, 

· the total staff costs of contract research staff time (both Support and direct), and 

· the costs of the direct time of technicians and clerical staff.



2.17 This Rate Abatement should be applied to the indirect cost rate where some or all of a particular technician’s costs are treated as direct costs under a particular contract and that technician was wholly charged to Support costs under TRAC.    

2.18 The Support costs of all technicians in all academic departments should be removed from the fully-inclusive indirect cost rate.

2.19 However, the costs of technicians in central services should be left in Support.

2.20 Where a technician was partially charged to Support, and partially charged as a direct cost, under TRAC, then this rate abatement should not be applied.  Where a technician is filling a new post (and was not part of TRAC) then this rate abatement should not be applied.

2.21 The Rate Abatement can be applied on its own or with other appropriate Rate Abatements.  Any relevant Rate Abatements should be deducted from the fully-inclusive indirect cost rate.  The resulting abated rate should then be applied to all direct staff costs included in the project costs.

2.22 An illustration is given in section 4.

b) Clerical/administrative staff in academic departments

2.23 The Rate Abatement for the costs of clerical and administrative staff in academic departments is:

the staff costs of clerical and administrative staff in academic departments that were treated as Support and included in the top-line of the indirect cost rate calculation

over

the direct staff costs that formed the bottom-line of the indirect cost rate calculation:

· the costs of the direct time of permanent academics, 

· the total staff costs of contract research staff time (both Support and direct), and 

· the costs of the direct time of technicians and clerical staff.

2.24 This Rate Abatement should be applied to the indirect cost rate where some or all of the costs of a member of the clerical or administrative staff in an academic department are treated as direct costs under a particular contract and that member of staff was wholly charged to Support costs under TRAC.    

2.25 The costs of all clerical and administrative staff in all academic departments should be removed from the fully-inclusive indirect cost rate.  

2.26 However, the cost of clerical and administrative staff in central services should remain in Support. 

2.27 Where a member of staff was partially charged to Support, and partially charged as a direct cost, under TRAC, then this rate abatement should not be applied.   Where a member of staff is filling a new post, and was not included in TRAC, then this rate abatement should not be applied.

2.28 The Rate Abatement can be applied on its own or with other appropriate Rate Abatements.  Any relevant Rate Abatements should be deducted from the fully-inclusive indirect cost rate.  The resulting abated rate should then be applied to all direct staff costs included in the project costs.

2.29 An illustration is given in section 4.

c) Support time of permanent academic staff

2.30 The Rate Abatement for the Support time of permanent academic staff is:

the costs of the Support time of all permanent academics in academic departments which were treated as Support and included in the top-line of the indirect cost rate calculation

over

the direct staff costs that the formed the bottom-line of the indirect cost rate calculation:

· the costs of the direct time of permanent academics, 

· the total staff costs of contract research staff time (both Support and direct), and 

· the costs of the direct time of technicians and clerical staff.

2.31 This Rate Abatement should be deducted from the fully-inclusive indirect cost rate, along with other Rate Abatements if applicable, when the Support time of a permanent member of academic staff is being charged as a direct cost on a contract.  This will mainly happen in the following situations:

a) when the time costed onto the project includes activities that were defined as Support under TRAC (e.g. bid preparation; staff development etc);

b) where all of the time is costed onto the project (e.g. a secondment or fellowship) when under TRAC a split between direct and Support activities was made.

2.32 Application of this Rate Abatement will ensure that the Support time of that academic is not included both in the direct and in the indirect cost categories in the project costs.

2.33 The Rate Abatement can be applied on its own or with other appropriate Rate Abatements.  Any relevant Rate Abatements should be deducted from the fully-inclusive indirect cost rate.  The resulting abated rate should then be applied to all direct staff costs included in the project costs.

2.34 An illustration is given in section 4.

Contract research staff

2.35 The time that contract research staff spend on Support activities is being collected in a few institutions.  However, this time is normally covered by sponsors in the (often annual) staff rates.

2.36 Therefore, as shown in the indirect cost rate calculation in paragraph 3.1, the costs of contract research staff Support time should be excluded from Support and included as a direct cost when calculating the fully-inclusive indirect cost rate.

2.37 There is then no need to use Rate Abatements when the Support time of contract research staff is funded as a direct cost by sponsors.

Application of the abated rates – a fair and reasonable result

2.38 The abated rate for a project should be applied to the total direct staff costs that have been identified for that project. 

2.39 Use of the Rate Abatements will have significantly reduced any double-counting of the Support time of permanent academics or non-academic staff.  There may still be a small amount, as the abated rate has been calculated on a lower direct staff cost in the bottom-line than is now being charged directly.  For example, if under Transparency, 70% of a permanent academic staff member was allocated directly to T and R, and 30% was charged to S, then the indirect cost rate would have been based on only 70% of their costs in the bottom-line.  However, if 100% of their time was then charged directly to an external research project, then the abated rate would be applied to 100% staff cost, not 70% of it.  This might lead to an over-recovery of Support costs. 

2.40 However, overall, this will have been offset by the under-recovery in other areas.  This under-recovery will have arisen through:

· the exclusion in the indirect cost rates of institution-/own-funded research costs;

· the removal in the rate abatements of costs in all academic departments that are similar to those now being charged as direct.  All academic staff Support costs are removed from the indirect cost calculation, including those of the Head of Department etc, and not just those of that particular member of staff.  Similarly for the rate abatements for technicians, and clerical staff.

2.41 There will also be small amounts of under- and over-recovery of Support costs resulting from the historical nature of the indirect cost rate calculation (based on the prior year’s costs and staffing).

2.42 Overall, these have been considered as broadly balancing each other, with a small bias towards under-recovery.  This means that the abated rates and method described here provide a fair and reasonable basis for attributing Support costs to projects.

Treating costs as direct

2.43 Institutions should encourage their academic staff and other managers to include costs as direct on contracts where they can.  It has often been easier to obtain funding of direct costs than indirect costs.  

2.44 The acceptance of TRAC by sponsors should encourage moves to a full-cost price, or to a price shown as full-cost staff costs plus non-staff direct costs, rather than separately identifiable direct and indirect cost elements.

2.45 Currently, costs should only be included as direct if the costs can be recorded on a monthly basis in the institution’s accounting system.  Unless 100% of the time of that staff member is direct, then this would require the completion of a project-cost timesheet for staff time (which may be used only for that project) and similar measurements of non-staff costs (IT use, estates use, etc).  It requires standard costing and  recharging systems (to record costs monthly in the accounting system).  

Treatment of vacations and sickness time

2.46 Actual weekends and vacations (annual leave, bank holidays) and actual ‘normal’ sickness absence (not long-term sick leave) should not be in the Support costs.  They should not be recorded on time allocation schedules or used to allocate time.  

2.47 The calculation of daily rates should be made on the basis of working days a year – the generally accepted total is a figure around 220 – not on the number of calendar days, i.e. 365 or the number of weekdays (i.e. 260).   The daily rate will therefore make allowance for vacation and normal sickness time, which has not been included as a Support cost.

2.48 Similarly, sponsors paying annual salaries will be covering the costs of vacations etc.

2.49 As the time (cost) of vacations etc was not in the indirect cost rate, no adjustment is required to the indirect cost rates or the staff costs when a sponsor covers vacations or sickness leave.

Equipment

2.50 Under TR, equipment purchase costs under the capitalisation limit are either included in the indirect cost rates, if a general piece of equipment; or included as a direct cost on a research grant or contract, if specific to that project.

2.51 When costing a contract that has equipment specifically included (as a direct cost) it is assumed that this is in addition to the equipment already in the institution.  The costs of the latter will stay in the indirect cost rates. 

Other non-staff costs

2.52 All other incidental costs charged as direct (eg IT, consumables, printing, equipment maintenance, etc) should be considered as additional costs to those in the indirect cost rate.  

2.53 There is no Rate Abatement required to the indirect cost rate to remove any costs related to these elements of expenditure.

Implementation:  the balance of simplicity and equity

2.54 The above describes the use of indirect cost rates, calculated as described in the Reference Manual, according to TR principles.  These principles, listed above, include materiality.  They also encompass pragmatism and fairness.  The above method draws extensively on these.  

2.55 Indirect cost rates also need to be as simple as possible to use in  practice.

2.56 On balance the method described in this guidance provides a fair and equitable way forward.  The method is understandable and can be implemented as a follow-on from TR reporting.

Illustrative examples 

A.  Rate Abatement Calculations 

Example showing calculation for Research activity in laboratory departments

DIRECT NON-STAFF COSTS

all direct non-staff costs attributed to research grants or contracts in laboratory departments:

staff recruitment, travel, computer time, consumables, animals, printing, phones, VAT, etc


A



Support for laboratory department Research from TRAC:

· the costs of the time of technicians in laboratory departments allocated to Support for Research

· the costs of the time of clerical and administrative staff in laboratory departments allocated to Support for Research

· the costs of the Support time of academics in laboratory departments (the time specifically allocated to Support for Research; plus appropriate share of general management, administration etc)

· all other Support attributable to laboratory Research – appropriate part of indirect costs in academic departments and of central services including estates and cost adjustments

TOTAL Support for laboratory Research activity
B1

B2

B3

B4

-----

B



DIRECT STAFF COSTS from TRAC:

the costs of the direct academic time on laboratory Research                                  

the costs of contract research staff in laboratory Research                                    

the costs of the direct time of technicians and clerical staff on laboratory Research

TOTAL direct costs


C

INDIRECT COST RATE

B

---      or  q%

C




RATE ABATEMENT calculations

a) technicians           B1

----      i.e. x%

C

b) clerical                  B2

----       i.e. y%

C

c) Support time of permanent academic staff

  B3

-----     i.e. z%

                                              C


B.  A rate card for Research and Other activities

The following gives an illustration of a rate card for Research and Other activities.

This assumes that the institution carries out Research and Other activities in all three department types.

Indirect cost rate card
Research
Other academic activities



Clinical fully-inclusive rate


q clinical
p clinical

Rate Abatements (not cumulative)

a.  technicians 

b.  clerical staff

c. Support time of PI
abatements

x clinical

y clinical

z clinical
abated rate

q-x clin

q-y clin

q-z clin
abatements

a clinical

b clinical

c clinical
abated rate

p-a clin

p-b clin

p-c clin

Laboratory fully-inclusive rate
q lab
p lab



Rate Abatements (not cumulative)

a.  technicians 

b. clerical staff

c. Support time of PI 
abatements

x lab

y lab

z lab
abated rate

q-x lab

q-y lab

q-z lab
abatements

a lab

b lab

c lab
abated rate

p-a lab

p-b lab

p-c lab

Classroom fully-inclusive rate
q classrm
p classrm



Rate Abatements (not cumulative)

a.  technicians 

b.  clerical staff

c. Support time of PI 
abatements

x class

y class

z class
abated rate

q-x class

q-y class

q-z class
abatements

a class

b class

c class
abated rate

p-a class

p-b class

p-c class

The Rate Abatements should only be applied where the costs are significant

The abated rates shown above are not cumulative.  Where a number of Rate Abatements apply, they should be added together and their total deducted from the fully-inclusive rate.

C.  Example of project costing form

TOTAL COSTS
Costs: period 2001/02
SPONSOR

CONTRIBUTION



STAFF COSTS

(including Funding Council funded staff/ permanent staff)

name  and grade


% FTE
salary:  refer to standard salary rates; include all increments, inflation, employer’s NI, superannuation

salary                  salary X

% FTE


PERMANENT ACADEMIC STAFF 

Professor X


does this include Support time? **

yes
30%
£


£
0

CONTRACT RESEARCH STAFF

Dr Y


100%
£
£
£

NON-ACADEMIC STAFF

technician:  Ms A

clerical staff:  Mr B
was this post wholly charged to Support under TRAC? **

no

yes


50%

30%
£

£


£

£
£

£

TOTAL STAFF COSTS
£


SUPPORT COSTS

abated indirect cost rate (see below)**

multiplied by  total staff costs
q-y-z
£
£

NON-STAFF RECURRENT COSTS

staff recruitment, travel, computer time, consumables, animal, printing, phones, VAT etc – itemised separately, not shown here
£
£

EQUIPMENT COSTS  itemised separately, not shown here
£
£

TOTAL COSTS
£
£

SURPLUS, OR (SUBSIDY) FROM  DEPT OR INSTITUTIONAL FUNDS
£


** Indirect cost rate calculation:

apply indirect cost rate for this department and activity

select appropriate rate abatements: 

a) where the technicians were wholly charged to Support under TRAC 

b) where the clerical staff were wholly charged to Support under TRAC

c) where the Support time of academics is in the project costs above

giving abated indirect cost rate to apply to total staff costs on this contract
q

n/a

y

z

q-y-z
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Current contribution levels from sponsors


Total cost
Sponsor contribution
Total sponsor contribution
Subsidy

(or

surplus)



Research

Councils
charities
EU (2)
UK govt



PI (1)

contract     research staff

techn/admin /clerical

direct

non-staff +

equipment

Support costs (indirect

cost rate)

(
(
sometimes

(
part


(
(
sometimes

(
(
(
(
sometimes

(
part


(
(
sometimes

(
part



(1)  principal investigator (permanent academic staff)

(2)  EU on the assumption of the additional cost pricing basis

The Head of Department or appropriate academic would indicate the source/s of the funding for the subsidy now identified.
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Note on use of this guidance for other activities

Non-publicly funded (NPF) Research and Other contracts

The methods described in this guidance can be applied to all research grants and contracts  and other academic projects, including for non-public sector sponsors.  However, for NPF contracts, a separate set of indirect cost rates should be calculated that removes the 25% discount on COCE (for publicly-funded assets).  The COCE should be calculated at 11.4% of relevant assets if on historical cost basis (not 8.6%); and at 8.05% if on current cost basis (not 6.0%).

The total cost should inform institutional pricing decisions, and should not be quoted to sponsors.

Teaching provision

The indirect cost rates also provide the basis for charging indirect costs to programmes, when costing Teaching contracts.  This has been illustrated in guidance that has been developed by JCPSG on the costing of nursing and other health professional teaching provision.

For Teaching, the use of indirect cost rates is not so relevant.  Three alternative techniques are generally used to establish total staffing costs:

a. contact hours required for that course, grossed up for assessment, pastoral, etc time, plus development time; 

b. percentage of the FTE staff who will be working directly on the programme;

c. FTE staff based on overall staff:student ratios (SSR).

An application of the relevant Teaching indirect cost rate to the staff costs is not a useful technique to apply to any of those staff cost totals.   This could be done, but a more equitable and transparent technique is to use a method of allocating Support costs that is based on the TRAC data before the indirect cost rate calculation was actually made – i.e. the total Support cost for Teaching in the relevant department group (laboratory, classroom, clinical).  (This is the figure that is in the ‘top-line’ of the indirect cost rate calculation.)

Any costs that have been entered as a direct cost on the programme costing form (e.g. secretarial support, Support time of academics if SSRs are used) should then be removed from the Support cost total for this exercise.  The remaining costs can be divided by the appropriate number of students (FTEs) to arrive at a cost per student FTE.  Alternatively, credit-hours or student-module numbers could be used.  This will depend in part upon the cost drivers used to allocate these costs to Teaching under TR.

This will provide a Support cost per FTE student (per programme, 10 credits,  or module).  This could then be built into the programme costing form based on the estimated number of students.

If the teaching provision is significant then a more precise allocation of Support costs may be appropriate – e.g. an estates costs allocation based on the buildings devoted to this provision.  This is covered in more detail in the guidance on costing nursing and other health professional teaching provision.  Again, any elements allocated directly in this way should be removed from the Support costs total before the remaining Support costs are allocated on the number of FTE students, or credit-hours etc.

D2
Definitions for the allocation of time to activities

D2

An update is provided on:

D2  1  Teaching





D2  1  Teaching

European Social Fund (ESF), European Regional Development Fund (ERDF), Teaching Company Scheme (TCS)

The costs associated with these projects are difficult to classify between Teaching and Other as these programmes often incorporate training, or skills transfer, either as part of a formal programme or not; and they involve both public and private funding.  The concept of materiality is important here.

The following principles could be used as a guideline:

· if there is a significant sponsor then the costs should be allocated to that sponsor’s PF or NPF classification; or (if the institution prefers) split between the sponsor types;

· if the programmes are Research (e.g. the training and supervision of PGR students) they should be allocated to Research;

· if the programmes are training activities and are not material at an institutional level, they could be allocated either to O or to NPFT;

· if the programmes are training activities, and are material at an institutional level, they should be allocated as follows:

-  to T if they are a defined programme of learning, and the programme is accredited by the institution or an appropriate academic or professional body;

-  to O if they are consultancy or the provision of non-T or non-R services (e.g. problem-solving, development of strategies, provision of support facilities, marketing, provision of on-line facilities) or the provision of advice (e.g. advice on the training schemes that the client should be planning to improve business success).

D2 p2

also 

D2 p5

D3
Definitions of activities

D3

Updates are provided on:

D3  4  Other

D3  5  Support





D3  4  Other

Sale and leaseback schemes

Costs (rent/payments) from sale and leaseback schemes should be recorded as Other activity (the activity is one of financing, not teaching).   If it is not material the costs can be spread across activities along with other estates costs.



D3 p6

Special initiative projects funded under grants from the funding councils

Institutions obtain a number of grants from the funding councils in support of work carried out for a special initiative (e.g. Research Support Library Programme (RSLP), student services, aspects of financial management etc).  Materiality is an important concept here:

· if the activities are significant and are directly related to the institution’s students then the costs of the work should be allocated to Teaching;

· if the funding supports assets or provision in the institution with the aim of benefiting the sector as a whole (e.g. RSLP, national facilities, good management initiatives) then the costs should be allocated to Support for Teaching or Research;

· if the activities comprise advice or input that is a contribution to the sector (e.g. membership of a national steering group or Panel) and is not specifically paid (e.g. is funded as part of the funding council’s block grant to the institution as a whole), then the time should be allocated to Support;

· if they are income-generating activities (e.g. paid consultancy or a commercial project in response to a competitive invitation to tender) then the time should be allocated to Other.

D3 p6
D3 p5
D3 p8
D3 p8
D3 p6

D3  5     Support





D3 5.2  Scholarship and continuing professional development (CPD)

Institutions need to take care that academics are allocating time appropriately between scholarship and Research.  If they allocate scholarship to Research, this will overstate the costs of Research, and understate the costs of Teaching.  Institutions will find it useful to confirm whether they are satisfied with the following:

a) Was general Support/scholarship/CPD asked for separately on the time allocation schedule?  If not, then many academics might have put their scholarship-type activity to Research.

b) What do the Research costs show when compared to outputs in each department (e.g. HEFCE quality related research funding, research grants and contract income, PGR student income)?  Are all departments showing the same levels of unfunded Research, or are some significantly higher than others?  

c) Are academics and heads of department aware of the difference between scholarship and Research?  Research should be considered to be research by their peers – is all the work they put down potentially fundable (i.e. could be returned under the Research Assessment Exercise or covered by a sponsor)?  If not, then is it really research?

d) Are all departments showing the same levels of percentage allocations?  What do heads of department think about the reasonableness of this?

e) It may be useful to gather a small group of academics together with their head of department, in one or two departments that are showing relatively higher Research figures compared to income, and talk through how they view a typical week in a term/semester and in a vacation period.  How did they draw up their percentage allocations?  Are they putting too much time spent ‘thinking in the bath’ to Research; is time spent in travelling being allocated to Research; is all of the time spent at conferences being allocated to Research?  There are several ‘grey’ areas such as these, and it would be more appropriate to allocate these to scholarship (if they are recorded at all) rather than to Research.

D3 p9
also C1 p10
C2 p14 and
D2 p7

1. identify total costs to be attributed in the estates model





Estates spend against departments’ budgets





Estates spend against estates budget





2a. attribute to residential estate





Infrastructure adjustments





2b. attribute to non-residential estate





Other central service dept costs attributable to estates (optional)





3. identify the area (square metres) of non-residential estate for each:


* academic department


* trading department (non-residential)


* central service department





4.  identify sq metres for each room, or group of rooms, identified in terms of:





proportionate use for each activity – e.g. teaching, research,  other


(academic departments only)





type of room (high, low, medium cost) 


(all departments)





5. agree weightings for: low cost, high cost, medium cost space





6. apply to each room to arrive at total weighted sq metres for each department; each activity in academic departments; and a total for the institution








7. divide non-residential costs by institutional weighted sq metres to give cost per weighted sq metre; calculate total costs for each activity in each department





8. identify adjustments to individual departments’ calculated cost totals to take into account costs borne directly, or free space





9. add departmental totals to arrive at total institutional costs; check these agree to total costs (above) – adjust pro rata if necessary 





10. gives total cost for each academic department, by activity; for each trading department; and for each of the other central service departments





11. (outside the estates model) attribute the estates costs of other central service departments: 


to academic departments by activity;


to trading departments; 


and to residences;


using cost drivers that have already been agreed for each central service department’s costs.





1.  estimate direct costs of academic staff (including permanent or contract staff), technicians, clerical and administrative staff (time, basic salary plus on-costs)





2.  select the appropriate fully-inclusive indirect cost rate


for 	classroom, laboratory, clinical


for 	Teaching, Research, Other academic activities


      	(calculated through TRAC)





3.  identify if any Rate Abatement(s), required to eliminate any double-counting, apply





4.  select the appropriate (abated) fully-inclusive indirect cost rate for the type of activity and type of department





5.  apply this indirect cost rate to the staff costs that are being included in the project costs (basic salary plus on-costs)





6.  estimate non-staff direct costs and equipment





7.  calculate a total cost and perhaps a full-cost daily rate 





8.  this should be the price for cost-based government contracts once sponsors have agreed to the methodology





this should not be the price for market-based contracts, but it may indicate the lowest price below which the institution may not wish to undertake the work





9.  any subsequent decision whether to take the contract or not should be made on academic and policy grounds,  as well as on financial grounds








� For example: UK HE sector space study: maximising the effective use of the estate, DEGW for the funding councils, October 2000; Study of Science Research Infrastructure, J M Consulting Ltd for the OST, December 2001 www.ost.gov.uk/research/funding/underinvest/index.htm; Teaching and Learning Infrastructure in HE, report to the HEFCE and UUK by J M Consulting Ltd, 2002/31 � HYPERLINK "http://www.hefce.ac.uk/Pubs/hefce/2002/" ��www.hefce.ac.uk/Pubs/hefce/2002/�  
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