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Executive Summary

1. A consortium of four Scottish universities (Aberdeen, Glasgow, Glasgow Caledonian, and St. Andrews) collaborated in conducting the case study funded by the Joint Costing and Pricing Steering Group (JCPSG), on the theme of Estates.

2. The case study deals with how estates costs can be directly allocated to university activities in line with TRAC Volume III, which requires a fully robust method to be implemented for August 2007. It provides a practical series of steps which culminates in meeting the TRAC guidelines, as well as information to guide management on estates matters.

3. Two cost models were constructed: one for the university as a whole and a second by individual building. Both are capable of providing estates costs in various formats (e.g. by cost centre, by department, by project and for the entire university), including the formats required in research grant applications and the annual Transparency Review (TR) return. 

4. The emphasis is on provision of useful information on estates costs in a manner that meets TRAC requirements and  management needs, but within a practical and non-resource consuming methodology. 

5. The case study focuses on the process of constructing an appropriate estates costing model. The cost and estate information used are fictitious and the information outputs should not be seen either as standards or as indicators. The processes identified are those which universities should consider adopting. 

6. There are a number of steps, for which the learning outcomes for those using the model are as follows:  

6.1. First step is the identification of estate-related costs within the university’s cost spend. The case study helps to show which costs are appropriate and which are not.

6.2. TRAC requires that for better information on space usage, space should be grouped into four different categories (low cost space, basic furnished/heated room, serviced facility and highly serviced facility). The case study will help HEIs to decide which types of space fit into which category. For example, a laboratory will be seen as a serviced facility whilst a hyperbaric unit will be a highly serviced facility. 

6.3. There is a methodology to help allocate weightings to reflect the level of resource consumption for each element of estates cost, based on as firm evidence as is possible, e.g. electricity evidenced by meterage, and thereafter on sound judgement of suitably qualified staff. 

6.4. The weightings, when applied to the costs and the different types of space, can be used to arrive at a total estate cost per square metre for each of the four types of space identified. The spreadsheets will help HEIs to calculate these four estate costs.

6.5. Ultimately the case study uses the four space charges to assist in pricing, as well as providing estates cost information by categories such as department and activity. This enables the reader to understand how to apply the rates but also to see the range of information available from the model.

6.6. Space management performance measures are integral to estates decision making, and the case study seeks to identify key indicators to guide management.

6.7. The case study considers the inclusion of the estates costs as a direct cost against university activities, as required under full economic costing, within the pricing process. An indicative model is provided showing how the estate cost charges can be incorporated into the tendering process. 

6.8. As well as providing costing models, the cultural issues involved in integrating the costing of estates into university decision making are considered. These include: 

· the model working alongside existing estates management initiatives and the links between the Finance and the Estates functions

· the introduction of working groups to embed the requirement of full economic costing within the academic community. This includes implementing training events to spread the philosophy and developments of TRAC and extol the benefits of using full economic costing 

· developing a more business and entrepreneurial approach to university activities.
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1. Introduction
In order to improve the accuracy and quality of information provided to Funding Bodies and available to universities for management purposes, changes have been introduced to the methodology employed in the Transparency Review (TR)
 process. Fundamental to these developments is that costing of activities is to be based on a full economic cost (fEC)
 basis. Guidance provided in “Transparent approach to costing (TRAC) Volume III
 – Full economic costs of projects” requires that estates costs should be directly allocated to research projects from January 2005, with a fully robust method being implemented for August 2007. The costs of estates was previously included along with all indirect costs and allocated to Teaching (T), Research (R), Other (O) and Support (S), on bases such as staff costs. Space costs, which are commonly the second largest annual cost in a university (e.g. the average for the consortium is 11%), are now to be directly charged or allocated on the basis of space usage.

The case study, created by a consortium of four Scottish universities, deals with how best to solve this problem and provides both a checklist and a cost model. Previous work in TRAC Volume IIa described good practice in allocating estates costs. This case study aims to build on that good work by developing a step by step cost model that is easy to implement. The model has been developed at two levels:

· Cost Model 1, meets the fully robust TRAC requirements, and is calculated for the university as a whole; 

· Cost Model 2, is a model by building, which the consortium felt would provide more appropriate management information and also meet TRAC requirements.

The benefits of the model by building, such as having information on where costs were being incurred, were discussed in relation to the additional resource required. Despite the additional expense in terms of staff and time required to compile and maintain the database, it was felt that overall in the longer term the benefits would outweigh costs. The consortium believes that this may take a number of years to develop as the systems to provide the data evolve.

The major purpose of the reforms under TRAC is to improve the sustainability
 of all activities in higher education. This requires that research projects use a full economic costing methodology, with one of the anticipated benefits being increased cost recovery. Across the sector this will lead to additional research council funds and provide a sound basis for negotiating improved rates with government departments and other funders. Improved information through these processes should also provide and direct management in the pursuit of a more sustainable balance of activity, infrastructure and resource.

The requirements for TRAC Volume III utilising a robust model are as follows:

· Establishing the differentials for at least four different types of space (i.e. shed, office, serviced area and highly serviced facility);

· A rigorous allocation of space to central administration departments and to academic departments based on the use of the types of space;

· An allocation of estates costs to activities (T, R, O and S) based on the use of the types of space;

· Support space costs will then be re-allocated to T, R, and O

· Allocating all space and associated costs, to users by project, activity, department relating to the use of the different types of space.

TRAC Volume III also states that it would be good practice to introduce the robust basis sooner than August 2007 as it will assist the institution in the space management, resource allocation and sustainability processes. Additionally sponsors require confirmation and assurance that providers have fully implemented the TRAC methodology, and that the institutions have embedded the fEC philosophy. At present a quality assurance (QA) review is being carried out by the audit firm KPMG, to discover if this is the case in all higher education institutions throughout the country.

The consortium collaborated in conducting the study on the development of good costing and pricing practice relating to estates. The group is well balanced for this purpose, comprising a mix of ancient and new universities, two with clinical medical schools. The universities presently use differing estate management and financial management systems, and have differing approaches to implementing the TRAC guidelines. For the purposes of the case study, a fictional institution (University of Hardknox) has been used to ensure both confidentially and anonymity. The theme of the case study is to establish how the estates management function in a university can provide information to meet TRAC Volume III requirements, and provide management with significant information in terms of space and costs. The cost model constructed is capable of providing estates costs in various formats (e.g. by cost centre, by department, by project and for the entire university) including those required in research grant applications and the annual TR return.  

Update

The recently published Spending Review 2004 includes the Government’s ten-year investment framework for science and innovation which sets out its ambitions for the next decade. It includes a commitment to develop the TRAC methodology and in particular the introduction of full economic costing. The document emphasises the direction the Government is heading for all activities stating: 

“The Government’s intention is to reach a situation where universities secure sufficient income from all sources to ensure that they can cover the full economic cost of all research that they undertake, taking one year with another, without detriment to their activities or to their long term sustainability. Ultimately, the aim must be for universities to demonstrate that they are achieving medium-term financial sustainability across all activities. The further extension of TRAC to provide detailed information on teaching costs, after 2006, will help achieve this.”

In addition it urges that Research Councils “move towards paying 100 per cent full economic costs whilst ensuring that the assessment process is sufficiently robust to guard against unwarranted price inflation”. All of this is aimed towards achieving sustainability, which is further helped by the Government allocating an extra £80m in the Spending Review 2004 “to further increase the proportion of full economic cost    paid by Research Councils by 2007-08.”

2. Case Study

The Vice-Chancellor (VC) of the University of Hardknox in his role as “TR Academic Champion” and chair of the TR Steering Group is concerned with the university’s position regarding the introduction of full economic costing (fEC). He believes that senior and academic staff do not presently understand the implications of fEC and the University is in danger of losing valuable research income. In addition  there is a general concern as to the current utilisation of estates management information and its impact on senior management’s decision making processes. 

The VC has therefore approached the Finance Director asking for a cost model that could be used for calculating estates costs as required by TRAC Volume III and to assist in management decision making. He also wants an outline of the cultural issues likely to be experienced in embedding fEC. This exercise will undoubtedly involve the Estates and Finance Departments working together.

At present the Estates Department manage the many estates related matters, but in the past have had little involvement in the TR process. It is expected that they will have a major role to play in supplying space information for this new initiative, and will be required to take a more pro-active role. Their involvement will be essential as this information permits more appropriate allocation of estates costs to research projects etc.

The Estates Department have recently implemented a new integrated Computer Aided Facilities Management (CAFM) system which can provide information such as:
· Repairs: reactive and planned;

· Space usage, room size, users, type and activity;

· Running costs of the university estate; energy, rates, maintenance etc;

· Property valuation; historic and current market value, insurance; 

· Key estates ratios and key performance indicators;

· Space costs by building.

The Finance Department maintain separate cost headings related to estates spend within their cost ledger, but little other estates-related financial information. The cost ledger had only two cost centres for the collection of estates costs: one for the estates staff, management and the operating costs of the section; the other for the costs of running the university estate (i.e. building trades wages, materials, rates, cleaning costs, energy costs, plant and equipment and other site costs). This means that information for separate buildings is lost as part of the total, and that to extract the building cost would involve analysing all transactions for each cost element.  

3. The Cost Model

The Finance Department in conjunction with the Estates Department have constructed two cost models which will fulfil the requirements of directly allocating estates costs. The models are very similar in that the calculations and step by step processes are identical. The only difference is the level of information required by each. Cost Model 1 is for the university as a whole. It was felt that this could be more useful to senior management if produced at building level. This is shown in Cost Model 2 but it is believed that it will take a number of years to produce due to the need to accumulate and analyse cost information by building. 

Each model has been produced with two sections which should be read together. The first section is the step by step checklist of the model, while the second section is the step by step spreadsheet calculations shown in Appendices A and B. This allows the reader to follow each step and observe and understand the construction of the model. The processes for Cost Model 1 have been detailed in full on the following pages while Cost Model 2 is only briefly mentioned as the procedure is exactly the same but at building level.

3.1 Cost Model 1: University as a whole

Cost Model 1 (Appendix A) has the following seven steps in the process to produce the analysis of estates costs for T/R/O and S.

· Step 1 Allocation of estates costs;

· Step 2 Analysing the university space in line with TRAC Volume III;

· Step 3 Weighting the space in relation to usage of resources;

· Step 4 Calculate costs by type of space; 

· Step 5 Calculating the total estate cost per square metre of the different types of space;

· Step 6 Calculation of estates costs by activity (T, R O and S); 

· Step 7 Analysis of estate costs by activity.

Step 1: Allocation of estates costs 

The first stage is to obtain the total annual estates costs for the university as a whole. This information was produced by the Finance Department and was based initially on the annual audited accounts. This total was then adjusted for the infrastructure adjustment
 as required by TRAC. In the compilation of costs, and in order to show consistency, the Estates Management Statistics (EMS) guidelines for definitions have been applied in the majority of cases. The codes and definitions in table 1 below refer to the EMS codes used by all higher education institutions (HEIs). It should be noted that the EMS list of codes does not include depreciation
 as a cost nor the infrastructure adjustment, as required by TRAC, and these have been added. The University also has some specific costs (i.e. telephones) which are included as estates costs and are shown separately in table 1. Although there are differences between TRAC and EMS definitions, it is the TRAC methodology of fEC and the direct allocation of costs that is important

Time was spent debating the appropriateness of the cost list for the university, recognising that it may differ between institutions depending on the scope of the estates function (e.g. some HEIs include transport and mail rooms, whilst some exclude telephones). Materiality has been borne in mind when compiling the list of costs. It was felt that it was beneficial that the total maintenance cost (D33), which is normally shown as one value by EMS, was better split into three distinct costs (i.e. building, grounds and other maintenance). Under TRAC Volume III guidelines the complexity in arriving at estates information should not be prohibitive, with reasonable estimates being acceptable where appropriate. As the costs of lab technicians are directly allocated to research projects it is not appropriate to include them under estates costs as suggested in TRAC Volume III. Appendix A, step 1 shows the split of the annual costs (2002/03) for the university which totalled £20 million.

	Table 1: Cost categorisations for estates spend

	 EMS Code
	Definition name

	D28
	Rates 

	D29
	Insurance premium

	D31
	Energy (electricity, gas, oil and steam)

	D32
	Water and sewerage

	D33
	Building maintenance 

	D33
	Grounds maintenance

	D33
	Other maintenance

	D34
	Cleaning

	D35
	Estate management services – Internal costs

	D36
	Estate management services – External costs

	D61
	Security and portering (CCTV, alarms, security)

	D62
	Mail room

	D63
	Transport costs

	Non-EMS categories:
	Depreciation

	
	Infrastructure adjustment

	
	Telephones


Note: Not every cost heading listed by EMS is used by Hardknox, for example there are no costs incurred for D36, Estates management - external costs.

Rent cost not applicable to this example (immaterial/ did not exist).

Step 2: Analysing the university space in line with TRAC Volume III
The next step is to allocate the university space by the four space types specified in TRAC Volume III. The robust method for August 2007 requires grouping rooms (space) by type (see Table 2), recognising that different types of space consume different levels of resource and therefore differ in cost. Splitting all space into one of the four types allows it to be weighted based on consumption of resources and costs. Examples of the four space types are listed in the table 2.

	Table 2: Different types of space used within model

	Type 1:

Low cost space
	Type 2:

Basic furnished / heated room
	Type 3:

Serviced facility
	Type 4:

Highly serviced facility requiring 24/7 consideration

	Barn/Stable
	Staff office
	Laboratory
	Hyperbaric unit

	Store/Cellar
	Classroom
	Workshops
	Imaging facility

	Shed
	Lecture theatre
	Clinical treatment

room
	Medical research facility

	Boat-house
	Tutorial/seminar room
	
	Bioscience facility

	Field station
	
	
	Marine centre


The University’s estates software system (CAFM) was updated room by room, and each room was designated as being one of the types shown in table 2. The analysis (area in square metres) of the space by type is found in Appendix A, step 2 and was prepared for each building before being aggregated for the university. The analysis is based on the net internal area
.

Step 3: Weighting the space in relation to usage of resources

The next step in creating the model is to consider the amount of resource used by each type of space. This was undertaken by looking at each individual item of cost spend for estates and weighting the different types of space in relation to the level of resource utilised. For example, a number of rooms were selected from each type of space and the energy costs logged. In all calculations, an office or classroom was taken as the baseline of 1 and the other space types were weighted in relation to this. 

	Table 3: Methods of weighting the cost elements

	Cost element
	Bases for weighting 

	Rates paid
	Estates management and staff judgement

	Insurance premium
	Estates management and staff judgement

	Energy (electricity, gas, oil and steam)
	Evidence based by testing usage via meters

	Water and sewerage
	Pro rata over all space by square metres

	Building maintenance 
	Evidence-based using repairs register

	Grounds maintenance
	Pro rata over all space by square metres

	Other maintenance
	Evidence-based using repairs register

	Cleaning
	Discussion with cleaning management

	Estate management services
	Pro rata over all space by square metres

	Security and portering (CCTV, alarms, security officers and crime prevention)
	Pro rata over all space by square metres

	Mail room
	Pro rata over all space by square metres

	Transport costs
	Pro rata over all space by square metres

	Depreciation
	Calculation using fixed asset register

	Infrastructure adjustment
	Calculation using fixed asset register

	Telephones
	Pro rata over all space by square metres


The weightings for the types of space in relation to each of the cost elements in table 3 are shown in Appendix A, step 3. These are part of the calculation process to produce the differential cost of space by type. In a somewhat simplistic approach, the initial weighting matrix was formed with 1 being allocated to each box. This was then adjusted after, for example, discussion with estates management staff who had particular experience in each of the areas in table 3. The weightings are constructed on the principle that the type 2 group (office/classroom) is the baseline of 1 and all weightings are in relation to this. The important point is the weightings should be evidenced-based and reviewed annually, although it is expected that initially the weightings will have to be based on the sound judgement of appropriately qualified managers.

Footnote

Before deciding on a set of weightings for the university, it was decided to investigate whether there was a set of weightings already in use by other HEIs. The response was that some weightings had been adopted based on their own information and judgement of their staff, but that there was no approved standard set of weightings. The results shown in Appendix A Step 3 are an illustration only, based on early feedback from estates staff. Another example has been added in Appendix F based on more rigorous investigation. Neither of these examples are presented as an approved standard and act merely as an illustration. It is the process of arriving at the weightings that is shown in the case study.

Step 4: Calculate costs by type of space

This stage involves the calculation of each estate cost by type of space. Appendix A, step 4 shows how an average weighted cost has been calculated for each type of estate cost.  There are two calculations required before arriving at the weighted average:

· The total weighted space per cost element;

· The average weighted cost per cost element.

This is best explained by looking at one of the cost element lines from step 4 and providing a detailed audit trail as shown in table 4 below. All the other cost elements are dealt with using the same logic. 

The objective in table 4 is to charge energy costs for the University (£2,217k) to the different types of space, recognising that each type uses that resource to differing intensities. To do this the actual square metres are weighted in relation to how much energy they consume. Office space is seen as the benchmark and weighted as 1. It is then possible to calculate the total weighted square metres for the University (307,361 weighted square metres) taking into consideration consumption of energy. Thus it is possible to calculate the average cost per weighted square metre for energy by dividing the total energy costs by the total weighted square metres (i.e. energy cost of £2,217k divided by energy weighted space of 307,361 square metres = £7.21 per weighted square metre).
	Table 4  Example of energy costs calculation (D31)

	
	EMS Code
	Description
	Store
	Office
	Serviced facility
	Highly serviced facility
	Total
	Cost 



	
	
	Total cost
	
	
	
	
	
	£2,217K

	a)
	
	Space by type
	5,600
	61,575
	41,500
	49,990
	
	

	b)
	D31
	Energy weightings
	0.2
	1
	1.8
	3.4
	
	

	c)
	D31
	Energy weighted space
	1,120

(5,600 x .2)
	61,575

(61,575 x 1)
	74,700

(41,500x 1.8)
	169,966

(49,990x 3.4)
	307,361

(1,120 +61,575 etc).
	

	d)
	
	Cost per weighted square metre
	
	
	
	
	
	£7.21


Step 5: Calculating the total estate cost per square metre of the different types of space

The key figure that is required is the total cost of each type of space, found by taking the average weighted cost for each cost element and charging these back to the type of space in relation to their usage (i.e. weighted space). The figures can then be totalled for each type of space, and divided by the square metres of that type, to arrive at an average annual cost per square metre of that space type. This is shown in detail in Appendix A, step 5 and extracts are shown below in table 5, with an audit trail for the serviced facility category of space.

	Table 5: Calculation of cost per square metre per space category

	EMS Code
	Definition name
	Store

£k
	Office

£k
	Serviced

facility

£k
	Highly serviced facility

£k
	Total

£k

	D28
	Rates 
	
	
	183

(£4.41x 41,500)
	
	

	D29
	Insurance premium
	
	
	162

(£3.91x 41,500)
	
	

	D31
	Energy 
	8

(£7.21x1,120
	444

(£7.21x 61,575)
	539

(£7.21 x 74,700)
	1,226

(£7.21x

169,966)
	2,217

	D32
	Water and sewerage
	
	
	170

(£4.1 x 41,500)
	
	

	D33
	Building maintenance 
	
	
	566

(£9.09 x 62,250)
	
	

	D33
	Grounds maintenance
	
	
	118
	
	

	D33
	Other maintenance
	
	
	39
	
	

	D34
	Cleaning
	
	
	407
	
	

	D35
	Estate management services
	
	
	628
	
	

	D61
	Security and portering 
	
	
	275
	
	

	D62
	Mail room
	
	
	65
	
	

	D63
	Transport costs
	
	
	92
	
	

	
	Depreciation
	
	
	625
	
	

	
	Infrastructure adjustment
	
	
	321
	
	

	
	Telephones
	
	
	65
	
	

	
	Total cost allocated to each category
	267
	5,678
	£4,255

(183+162 etc..)
	9,801
	20,000

	
	Total square metres in category
	5,600
	61,575
	41,500
	49,990
	158,665

	
	Cost per square metre
	47.68
	92.21
	£102.52

(4,255/41,500)
	196.06
	126.05


Step 6: Calculation of estates costs by activity (T, R O and S)

Once the costs per square metre of the different types of facility have been calculated, these costs can be utilised to charge estate costs directly to research projects in relation to specific rooms being used. However estate costs also need to be allocated as robustly as possible to T, R, O and S, in order to charge costs in the annual TRAC return. This return also requires the information to be available by department for indirect cost calculation.

The estates management system has to be interrogated to provide information by department, by space type and by the activity undertaken in that space. Appendix A, step 6 shows the detail from the university’s system for two departments. Heads of department were requested to inform the Estates Department what use was being made of each room allotted to their department (T, R, O and S), even if this was shared between two categories. The Estates Department then entered this data into the CAFM system so that each type of space could also be gauged against activity. From this the estate cost spend can be calculated for each department in terms of T, R, O and S using the average cost spends calculated at step 5. The calculations are simple given that the university’s system can calibrate all space by department and main activity. The information provided here will assist in calculating the year-end TRAC return. An audit trail of the workings for the Computer Science Department is given in table 6.
	Table 6: Example of calculation of costs for Computer Science Department

	Activity
	Store
	Office
	Service facility
	Highly serviced facility
	Total

	Cost per square metre
	£47.68
	£92.21
	£102.52
	£196.06
	

	
	
	
	
	
	

	Teaching (square metres)
	0 
	10,000 
	5,000 
	7,790
	22,790

	
	
	
	
	
	

	Teaching (cost)
	0
	922

(10,000 x £92.21)
	513

(5,000 x £102.52)
	1,527

(7,790 x £196.06)
	2,962


It should be noted that throughout the model estate costs are being charged not only to academic departments but also to support departments. This allows for the latter to be costed in terms of resource used, which can lead to useful analysis. It will however then require the support costs to be reallocated to the academic departments using appropriate drivers in order to find the total cost for T, R and O.

Step 7: Analysis of estates costs by activity

The information provided from step 6 can be consolidated into a final report showing the estates cost spend for T, R, O and S. The S estates spend will need to be reallocated using appropriate drivers to T, R and O for the final return. Appendix A, step 7 shows the estate spend for the University for T, R O and S.  

Checklist for Cost Model 1

The following list of steps  explains the data required and the calculation processes involved in calculating the estates costs of the university as a whole by type of space in a robust method as required by TRAC Volume III.  

1. Obtain the actual total estates costs for the latest completed financial year for the HEI, split by each element of cost, adding to this the infrastructure adjustment required for TR. 

2. Obtain the total net internal area (square metres) split by the four types of space from Estates Management department, split initially by building and totalled for the university. 

3. Obtain appropriate weightings for each cost element by each type of space. 

4. The cost model performs the first round of calculations which are explained below:

· The first calculation is to determine the total weighted space by cost element;

· The second calculation is to calculate the averaged weighted cost per cost element.

5. This step results in the cost per square metre by type of space:

· The first calculation is the averaged weighted cost for each element of cost multiplied by the amount of space for each type of space; 

· The result of the first calculation is then divided by the total space to arrive at the cost per square metre by type of space..

6. This step results in the cost of space for each department for T, R, O and S. The calculation is the cost of space for each type of space within a department, multiplied by the space split for each of the four types of space by activity (T/R/O/S).

7. This step shows the cost of space by department, summarising the cost of space for each activity(T/R/O/S) by each department and for the whole university.

3.2  Cost  Model 2 - by building
Cost Model 2 (Appendix B) has the following five steps in the process to produce the estate cost for each of the four types of space. The only difference from cost model 1 is that this is by building rather than for the university as a whole.

· Step 1 Allocation of  estates costs by building;

· Step 2 Analysing the university space in line with TRAC Volume III;

· Step 3 Weighting the space by building in relation to usage of resources;

· Step 4 Calculate the weighted cost by type of space; 

· Step 5 Calculating the total cost per square metre of the different types of space.

The TRAC Volume III guidelines state that “institutions can introduce more complex methods if they wish” and include the idea of having different charges for different buildings. The Steering Group believe that, due to the significance of the estates cost spend, information by building would be very helpful in informing estates decision making whilst also meeting TRAC requirements. Therefore the University has constructed Cost Model 2 for analysis by building. Cost Model 2 steps 1 to 5 show the calculations up to the costs per square metre for the different types of space for each building (i.e. up to step 5 in Cost Model 1). These costs can then be charged to departments, projects, activities in line with Cost Model 1 using an identical logic. This will be explained with reference to a checklist and Appendix B. For the purposes of the model we will detail the information for one building in the University.

Checklist for Cost Model 2

The following list of points explains the data required and the calculation processes involved in calculating the estates costs of the university for each building by type of space. Refer to Appendix B for all steps mentioned below.

1. Obtain the actual total estates costs for the latest completed financial year for the university in addition to the infrastructure adjustment, and then split each element of cost for each building using the most reasonable basis for allocating and apportionment (see Appendix B, Step 1) . 
2. Obtain the total net internal area (square metres) split by the four types of space from the Estates Management department split for each building  (Appendix B, Step 2). This is similar to the information used for Costing Model 1.

3. Obtain appropriate weightings for each cost element by each type of space for each building separately (Appendix B, Step 3). The process is similar to Costing Model 1 but by building.
4. The cost model performs the first round of calculations for each building as  shown in Appendix B, Step 4. This is similar to Costing Model 1 except the calculation is by building.
5. This step results in the costs per square metre by type of space for each building as shown in Appendix B, Step 5.
4. Space Management

Until recently the University had not been pro-active in terms of a developing  a strategy for campus development. However at the 2002 Policy and Resources Group (PARG) annual review meeting  the (newly appointed) VC had addressed the need to look at the policy on campus development and space management. 

After discussion with various tiers of management, the University has decided to identify and assess the management information required in terms of key performance indicators. The aim is to provide a series of key estates ratios to determine the performance of space mangement vis-a-vis the key internal targets mentioned previously, and on two levels, namely:

· Year on year trend analysis;

· Sector comparison based on peer group analysis.

The usefulness of performance indicators (PIs) was discussed and a set of criteria established to justify inclusion in the final list. To be useful in the space management process PIs should meet the following criteria:

· Easy to obtain and understand;

· Simple and accurate to calculate;

· Available on an on-going basis;

· Appropriate to the strategy of the university;

· Accepted and recognised by other HEIs.

The criterion for choosing the key estates ratios was based on discussion with the Estates Director. It was recognised that there had been an extensive nationwide EMS project which has produced a dataset of 16 key estate ratios. It was agreed to use the EMS measures rather than try to re-invent the wheel.

Initially seven estates ratios would be produced for strategic purposes and that all 16 would be monitored operationally for the university as a whole:

· HEI income (D1) per square metre NIA (D12); 

· Total property costs (D26) per square metre NIA (D12);  

· Total property costs (D26) per student FTE (D4); 

· Capital expenditure (D25) per square metre NIA (D12); 

· Energy costs (D31) per square metre NIA (D12); 

· Estate management costs (D35a + D36a) per square metre  NIA (D12); 

· Ratio of total property costs (D26) to HEI income (D1). 

The Estates Director explained that the information was already available (it was calculated anually for the EMS return) and could be reported to senior management. Part of the PARG remit would be to review the performance of the University in terms of these seven key estates ratios and make recommendations on their findings. An example of the seven ratios is in table 7 below comparing the results for the last three years.

	Table 7: University of Hardknox Space management – key estates ratios 

	
	
	2000/01
	2001/02
	2002/03

	
	
	
	
	

	1.
	HEI income  per square metre (NIA)
	£821
	£930
	£1,030

	2.
	Property costs per square metre (NIA)
	£79.09
	£81.61
	£91.20

	3.
	Property costs per student FTE
	£1,361
	£1,493
	£1,450



	4.
	Capital expenditure per square metre (NIA)
	£22.66
	£30.21
	£40.21

	5.
	Energy costs per square metre (NIA)
	£7.76
	£9.87
	£10.76

	6.
	Estates management costs per square metre (NIA)
	£3.66
	£3.89
	£4.57

	7.
	Ratio of property costs  to HEI income
	.09
	.10
	.11


 5. Pricing Issues
The need to generate increased cost recovery for research is critical for continuing work that is currently cross-subsidised.
The introduction of full economic costing for research projects will not in itself guarantee that funders will pay more for research. The costing information provided should be considered along with other pricing policies when submitting research grant applications.

In addition, a number of funding bodies have not yet embraced full economic costing. However the robust methodologies adopted in fEC provides a platform for applying and negotiating for the actual level of the cost incurred, with a view to reducing the funding gap.

Appendix C provides a template that could be used in calculating the full economic costs of a research project. This is similar to the template presently used within the current bidding process, but has been adjusted to include estate costs as a direct cost using the model constructed. The estates costs per square metre calculated in Cost Model 1 at step 5 and in table 6 will be included in a project application to evaluate the full economic cost. This would then be indexed for each year for the period of the project, including year 1. 
	Space type
	Rate per square metre
	Space required (square metres)
	Annual amount

	1.  Storage
	£47.68
	20
	£953.60

	2.  Office
	£92.21
	60
	£5,532.60

	3.  Laboratory
	£102.52
	0
	0

	4.  Highly serviced facility
	£196.06
	200
	£39,212

	Total estates costs                    
	£45,698.20


The total annual estates cost of £45,698.20 was based on 2002/03 costs, so the project which starts August 2004 and lasts 12 months will be index linked using the appropriate indices. These costs have been included in the pricing template in appendix C.

Other Pricing Considerations

Once the full economic cost of space is understood, what relationship should this have with the eventual price charged to those hiring the space – including funders of research or teaching? Clearly if the objective is to attain sustainability, the economic rather than the accounting definition of “cost” should be considered when the price is being constructed.  As well as costing there are other considerations when pricing a project no matter the funder. Issues to be considered are:

· Funder financial limits – the funder will not pay the full cost;

· Competition – recognising that other instiutions may be bidding for the work with differing rates (including space charge rates);

· Marketing strategy – it may be that an institution may be willing to have a “loss leader” in order to penetrate a certain field of research activity;

· Funders’ requirements – specific stipulations by the different funding bodies should be recognised, including costs that are unlikely to be accepted along with others that are specifically linked to the project e.g. the use of buildings with specific facilities for which a precise space cost is now available; 

· Market position – market leaders in an area of research will often be able to set a higher bid price and be closer to full economic cost due to funding bodies favouring their expertise and track record;

· Research Assessment Exercise (RAE) 2008 – the strategy adopted by an institution to gain targeted RAE scores may force it to accept less than full economic costs in order to win research contracts and thus improve their prospects in the RAE.

It is critical however that the institution promotes cultural awareness of  commercial and strategic issues. For example, the acceptable level of cross-subsidy should be considered, in that certain research projects may become non-viable where the level of funding will be significantly below fEC. It may be that the University may wish to set a threshold for cost recovery below which authorisation must be sought. This will ensure that the concept of subsidy is brought to academics’ attention.

As well as providing the information for funding purposes, it also assists in reviewing the individual cost lines within a proposal (as detailed on the template) and thus challenges the cost efficiency and economy of the project in the light of the proposed outputs. In relation to space management, this would lead to questioning the magnitude and space types used in individual projects, recognising that there will be competition on all levels with other institutions (i.e. other institutions may be able to carry out the same project with lower manpower and space cost requirements). 

Thus in relation to space it is important to recognise:

· Functional suitability – the area may not be as marketable as other space which incurs the same level of costs;

· Market forces – other providers can offer similar accommodation at a lower price.

6. Cultural Issues

In order to address and co-ordinate the implementation of business strategies, the University has formed a sub-committee for Research Costing and Pricing (RCP) chaired by the VC. He is supported by senior research staff, demonstrating that the commitment is real and that the committee is robust and sustainable.  Their objective is to embed an entrepreneurial and business-like approach for research and incorporate the ethos of TRAC Volume III – full economic costing. An important part of the process is the sustainability of research and this requires technical changes but also changes in culture and attitude. An example of this will be removing the ‘low cost’ culture of pricing research grants to one that uses full economic costing based on applying more direct costs to the project. The need to change the academic culture of this University is not unique. 
To achieve sustainability it is essential that there is a genuine commitment to long- term investment in the infrastructure (physical, human and intellectual) based on meeting the needs of stakeholders and the institution’s corporate strategy. To achieve the culture for sustainability (from an estates perspective) involves addressing five key areas, which require processes to be improved and awareness increased.

The existing culture with regard to each area will have to be evaluated and an implementation plan agreed with outputs and timescales. There is a need to review each area as an integral part in achieving sustainability of research. The five areas are:

1. Estates management strategy;

2. Commercialisation;

3. TRAC Volume III - full economic costing;

4. Space management;

5. Integration.

It is fundamental to the University to include estates management within its strategic planning processes. An effective estates management strategy can help the University to critically consider the resourcing issues relating to estates. It was felt that a strategic approach to space management involved three stages.
· Stage 1 - Develop a strategy;

· Stage 2 - Adopt specific space management measures and develop an implementation plan;

· Stage 3 - Review the success of the plan and evaluate the costs and benefits of the exercise.

It is similar to any strategy in that it needs to be driven from the top and involves staff taking ownership to support the approach. Lack of interest in estates costs often stems from the fact that staff believe that space is a free asset and therefore are ambivalent about managing space and costs. At the highest level of management there needs to be a space management champion to push through change. 

The University acknowledges estates management as a key part of the strategic process and has campus development as one of its key strategic objectives, recognising that students, staff and all stakeholders require a quality environment. It aims “To provide an inspirational real and virtual academic environment that strives to provide the best facilities for the full range of activities balanced with the finance available.”

It is the intention of the University to ensure that the infrastructure is continually improved. To meet this objective, a significant amount of additional research funding received will be used for investment in infrastructure. However the VC is not convinced that senior management within the University critically review the University’s resource spend on estates and this needs to be addressed. For example, at present there is no management information to senior management that reflects the efficiency, effectiveness and economical use of space, although much information is available from the CAFM in the Estates Department if required.

In terms of commercialisation the main focus should be on a business strategy for research. The corporate strategy should provide the aims and objectives for research and a policy document should underpin this strategy. Included in the policy document will be the detailed information examining strengths and weaknesses by type of research, competition, markets, resources, areas for development, targets and goals and the budgets for income and expenditure. There is a requirement to inform all staff involved of the approach and the emphasis being placed on research. Senior management will need to take ownership and lead by example. The best way to address this is to appoint a ‘champion’ at an appropriate level. Their role is to sell the reasons behind change, implement the training of staff, and reinforce the new culture once it has been established. The need to adopt this business-related approach must be cascaded to all tiers of management, who then must take responsibility for selling the culture change to their staff and for ensuring that the day-to-day requirements of the new entrepreneurial yet risk-aware culture are met.

As part of the commercial approach, staff will need to use the methodology of TRAC Volume III - full economic costing in terms of planning and evaluating the research portfolio. This would highlight the gap in funding for research, allowing the University to fully understand the shortfall on research and the subsidy being met from other sources of income. It will also identify projects that are wrongly priced, perhaps badly managed and that are strategically unsuitable as part of the research portfolio. 

Once more there is a need to explain to staff the mechanics behind the new approach and highlight the benefits that will arise in terms of additional funding. An assurance to use this additional funding on improvements in infrastructure (both physical and human) will increase success and show management’s commitment. Management will need to convince academic staff of the benefits of providing information on how they spend their time, and address any fears that they have. One of the TRAC Volume III changes in terms cost recovery is that estates costs can be charged or allocated directly to projects. To raise awareness of this, workshops and seminars will be arranged to describe the changes to the process and at the same time explain our new cost model for calculating estates costs.

Understanding of the importance of space management and the role of estates management needs to be increased among the wider audience of managers. The attitude of many managers and most staff is that space is a free asset, and therefore they are ambivalent about managing space and costs. This position is further compounded by the fact that often most staff have no input into the size and location of their office and/or teaching space and as a result show indifference. The University is trying to improve the information on space management so that attitudes can be changed at a senior level. Production and communication of key estates ratios to managers will highlight the issues. It is hoped that the information will allow for better decision making at a strategic level. 

The final area targeted for changing the culture and attitudes is in terms of co-operation and integration. It has been recognised that for too long departments don’t integrate with one another and appear to act in isolation. This has led to inefficiency and a lack of corporate direction. As a first step in the process this project has involved the Estates and Finance Departments successfully working together on the cost model. The process of joining up departments to work in harmony for the benefit of the University as a whole rather than for their own benefit is not a new concept, but it has been slow to get off the ground here. The change to a culture of co-operation and teamwork will lead to a more balanced approach to research and a greater understanding of the Transparency Review process for full economic costing.

7. Recommendations

The following list of points arose from the work undertaken whilst preparing the case study. They are in certain cases general observations and many have already been introduced in institutions. The embedding of these points in an HEI should assist in the successful implementation of full economic costing for estates costs.

1. Action must be taken now by HEIs to inform staff about the benefits to be gained by the introduction of full economic costing.

2. Training via seminars and workshops must sell the benefits to all involved in the research process.

3. The Estates Department have a major role to play in the supply of space information and must take a pro-active role in assisting the Transparency Review process.

4. There is a need for closer working between Estates and Finance staff in the Transparency Review process. 

5. Sustainability requires all staff working together to move towards recovering full economic costs so that there can be future investment in infrastructure.

6. A significant amount of additional research funding received should be used for investment in infrastructure.

7. A robust cost model required for August 2007 can be readily produced based on the institution as a whole in the short term, and the interim stage suggested in the TRAC guidance may not be necessary.

8. An integrated computing system that can produce space information is vital, and the benefits can quickly outweigh the costs.

9. Estates software should have the facility to recognise each room by type of room (according to TRAC definitions) and by type of activity (T, R, O and S).

10. The benefits of space management should be explained to senior management and heads of department to convince them of the need to make the best use of their space resource.

11. Key performance indicators on space management should be part of management information discussed regularly at senior management level. The EMS project has a series of ready made key estates ratios that are produced annually and could easily be embedded as part of key targets for evaluating and improving performance.

12. Pricing policies must always consider the cost of space, but this information should be seen as part of a dataset before arriving at an eventual bid price.

13. Institutions should consider a threshold level of cost recovery below which authorisation should be required based on justifications other than cost recovery.  

14. Certain funding bodies may not be willing to pay the levels of costs funded by Research Councils and government departments. However an awareness of the fEC may assist in negotiations and inform management of the level of subsidy. 

15. HEIs’ culture must change to be more entrepreneurial in approach.

16. Those who react quickest to these demands may gain short term additional benefits. 

17. The audit and verification of the full economic cost methodology will be essential as Research Councils and other funding bodies seek assurance that HEIs have truly embraced and embedded full economic costing in an effective and robust manner.

APPENDIX A

COST MODEL 1: ESTATES COSTS FOR THE UNIVERSITY AS A WHOLE

Notes

1) The model constructed is based on spreadsheets and thus minor roundings may occur.
2) The numerical information shown in the following steps is merely an illustration and is not expressed as a definite set of values.
3) The main purpose of the model is to illustrate the recommended processes and methodology to be followed in directly allocating estates costs.
	UNIVERSITY OF HARDKNOX

APPENDIX A: STEP 1

ESTATES COST MODELLING EXERCISE

	
	
	
	
	

	ALLOCATION OF ESTATES COSTS 
	£k

	
	
	
	
	

	EMS
	
	
	
	COST

	CODE
	COST ELEMENT
	£

	
	
	
	
	

	D28
	Rates
	
	680

	D29
	Insurance premium
	620

	D31
	Energy
	
	2,217

	D32
	Water and sewerage
	650

	D33
	Building maintenance
	2,500

	D33
	Grounds maintenance
	450

	D33
	Other maintenance
	150

	D34
	Cleaning
	
	1,500

	D35
	Estate management services
	2,400

	D61
	Security and portering
	1,053

	D62
	Mail room
	
	250

	D63
	Transport costs
	350

	
	Depreciation
	
	4,580

	
	Infrastructure adjustment
	2,350

	
	Telephones
	
	250

	
	
	
	
	

	
	Total cost of estates -£k
	20,000

	
	
	
	
	

	Notes :
	
	
	

	
	1. This information for estates costs was provided by the Finance Department and agreed with the audited final accounts

	
	2. The figures were adjusted to include the cost adjustment required by TRAC Volume III to reflect fEC

	
	3. The numerical information above is for illustration only 
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APPENDIX A: STEP 2

ESTATES COST MODELLING EXERCISE: ANALYSIS OF UNIVERSITY SPACE BY TYPE (SQUARE METRES)

	
	
	
	
	
	
	
	
	
	
	SERVICED 
	HIGHLY SERVICED 
	
	TOTAL

	
	
	
	
	
	
	STORE
	
	OFFICE
	
	FACILITY
	
	FACILITY
	
	ACTUAL

	
	
	
	
	
	
	1
	
	2
	
	3
	
	4
	
	

	Site
	Building
	
	Comment
	
	
	
	
	
	
	
	
	
	
	

	Tartan campus
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Greig
	
	Teaching/research
	
	
	1,300
	
	17,000
	
	8,000
	
	9,500
	
	35,800

	
	Baxter
	
	Teaching
	
	
	0
	
	12,000
	
	6,000
	
	7,000
	
	25,000

	
	Wark
	
	Support services
	
	
	0
	
	5,000
	
	10,000
	
	10,000
	
	25,000

	
	Miller
	
	Research labs
	
	
	1,000
	
	3,000
	
	8,000
	
	9,000
	
	21,000

	
	
	
	
	
	
	2,300
	
	37,000
	
	32,000
	
	35,500
	
	106,800

	Thistle campus
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	ABC building
	Learning centre
	
	
	0
	
	5,000
	
	6,000
	
	6,190
	
	17,190

	
	Loan
	
	Residential/students’ union/sports
	
	0
	
	12,705
	
	0
	
	0
	
	12,705

	
	Partick
	
	Teaching
	
	
	2,300
	
	5,000
	
	2,500
	
	2,700
	
	12,500

	
	
	
	
	
	
	2,300
	
	22,705
	
	8,500
	
	8,890
	
	42,395

	Clyde campus
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Copland
	
	Science/shops
	
	
	1,000
	
	1,870
	
	1,000
	
	3,000
	
	6,870

	
	Cessnock
	
	Medical
	
	
	0
	
	0
	
	0
	
	2,600
	
	2,600

	
	
	
	
	
	
	1,000
	
	1,870
	
	1,000
	
	5,600
	
	9,470

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Total
	
	
	
	
	
	5,600
	
	61,575
	
	41,500
	
	49,990
	
	158,665

	1
	The actual space in net internal area (square metres) split by type of space for each building in the university
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APPENDIX A: STEP 3

ESTATES COST MODELLING EXERCISE: WEIGHTING THE SPACE IN RELATION TO USAGE OF RESOURCES

	
	
	
	
	
	
	
	
	
	
	SERVICED 
	HIGHLY SERVICED 
	
	TOTAL

	
	
	
	
	
	
	STORE
	
	OFFICE
	
	FACILITY
	FACILITY
	
	ACTUAL

	SQUARE METRES AS PER STEP 2
	
	5,600
	
	61,575
	
	41,500
	49,990
	
	158,665

	EMS
	
	
	
	COST
	
	
	
	
	
	
	
	
	

	CODE
	COST ELEMENT
	
	£
	
	
	
	
	
	
	
	
	

	D28
	Rates 
	
	680
	
	0.2
	
	1
	
	1
	1
	
	

	D29
	Insurance premium
	620
	
	1
	
	1
	
	1
	1
	
	

	D31
	Energy
	
	2,217
	
	0.2
	
	1
	
	1.8
	3.4
	
	

	D32
	Water and sewerage
	650
	
	1
	
	1
	
	1
	1
	
	

	D33
	Building maintenance
	2,500
	
	0.2
	
	1
	
	1.5
	3
	
	

	D33
	Grounds maintenance
	450
	
	1
	
	1
	
	1
	1
	
	

	D33
	Other maintenance
	150
	
	1
	
	1
	
	1
	1
	
	

	D34
	Cleaning
	
	1,500
	
	0
	
	1
	
	1
	1
	
	

	D35
	Estate management services
	2,400
	
	1
	
	1
	
	1
	1
	
	

	D61
	Security and portering
	1,053
	
	1
	
	1
	
	1
	1
	
	

	D62
	Mail room
	
	250
	
	1
	
	1
	
	1
	1
	
	

	D63
	Transport costs
	350
	
	1
	
	1
	
	1
	1
	
	

	
	Depreciation
	
	4,580
	
	0.2
	
	1
	
	1
	4
	
	

	
	Infrastructure adjustment
	2,350
	
	0.2
	
	1
	
	1
	4
	
	

	
	Telephones
	
	250
	
	1
	
	1
	
	1
	1
	
	

	
	TOTAL COST OF ESTATES -£K
	20,000
	
	
	
	
	
	
	
	
	


Note: These weightings and a more rigorous set of weightings in Appendix F are for illustration only and should not be adopted as a standard by institutions. 
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APPENDIX A: STEP 4

ESTATES COST MODELLING EXERCISE: WEIGHTED SPACE CALCULATION

	
	
	
	
	
	
	
	
	
	
	
	
	HIGHLY
	
	
	AVERAGED 

	EMS
	
	
	
	
	
	
	
	
	
	SERVICED
	
	SERVICED
	
	
	WEIGHTED 

	CODE
	COST ELEMENT
	
	
	COST £
	
	STORE
	
	OFFICE
	
	FACILITY
	
	FACILITY
	
	TOTAL
	COST

	D28
	Rates 
	
	680
	
	1,120
	
	61,575
	
	41,500
	
	49,990
	
	154,185
	4.41

	D29
	Insurance premium
	620
	
	5,600
	
	61,575
	
	41,500
	
	49,990
	
	158,665
	3.91

	D31
	Energy
	
	2,217
	
	1,120
	
	61,575
	
	74,700
	
	169,966
	
	307,361
	7.21

	D32
	Water and sewerage
	650
	
	5,600
	
	61,575
	
	41,500
	
	49,990
	
	158,665
	4.10

	D33
	Building maintenance
	2,500
	
	1,120
	
	61,575
	
	62,250
	
	149,970
	
	274,915
	9.09

	D33
	Grounds maintenance
	450
	
	5,600
	
	61,575
	
	41,500
	
	49,990
	
	158,665
	2.84

	D33
	Other maintenance
	150
	
	5,600
	
	61,575
	
	41,500
	
	49,990
	
	158,665
	0.95

	D34
	Cleaning
	
	1,500
	
	0
	
	61,575
	
	41,500
	
	49,990
	
	153,065
	9.80

	D35
	Estate management services
	2,400
	
	5,600
	
	61,575
	
	41,500
	
	49,990
	
	158,665
	15.13

	D61
	Security and portering
	1,053
	
	5,600
	
	61,575
	
	41,500
	
	49,990
	
	158,665
	6.64

	D62
	Mail room
	
	250
	
	5,600
	
	61,575
	
	41,500
	
	49,990
	
	158,665
	1.58

	D63
	Transport costs
	350
	
	5,600
	
	61,575
	
	41,500
	
	49,990
	
	158,665
	2.21

	
	Depreciation
	
	4,580
	
	1,120
	
	61,575
	
	41,500
	
	199,960
	
	304,155
	15.06

	
	Infrastructure adjustment
	2,350
	
	1,120
	
	61,575
	
	41,500
	
	199,960
	
	304,155
	7.73

	
	Telephones
	
	250
	
	5,600
	
	61,575
	
	41,500
	
	49,990
	
	158,665
	1.58

	
	TOTAL COST OF ESTATES -£K
	20,000
	
	
	
	
	
	
	
	
	
	
	

	Notes
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	1
	First calculation is to determine the total weighted space by cost element 

	2
	Second calculation is to calculate the averaged weighted cost per cost element
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APPENDIX A: STEP 5

ESTATES COST MODELLING EXERCISE: WEIGHTED SPACE CALCULATION PER TYPE OF SPACE

	
	
	
	
	HIGHLY
	

	
	
	
	
	
	
	SERVICED
	SERVICED
	

	EMS
	
	
	
	STORE
	OFFICE
	FACILITY
	FACILITY
	TOTAL

	CODE
	COST ELEMENT
	
	
	
	
	
	
	

	D28
	Rates 
	
	
	5
	272
	183
	220
	680

	D29
	Insurance premium
	
	22
	241
	162
	195
	620

	D31
	Energy
	
	
	8
	444
	539
	1,226
	2,217

	D32
	Water and sewerage
	
	23
	252
	170
	205
	650

	D33
	Building maintenance
	
	10
	560
	566
	1,364
	2,500

	D33
	Grounds maintenance
	
	16
	175
	118
	142
	450

	D33
	Other maintenance
	
	5
	58
	39
	47
	150

	D34
	Cleaning
	
	
	0
	603
	407
	490
	1,500

	D35
	Estate management services
	85
	931
	628
	756
	2,400

	D61
	Security and portering
	
	37
	409
	275
	332
	1,053

	D62
	Mail room
	
	
	9
	97
	65
	79
	250

	D63
	Transport costs
	
	
	12
	136
	92
	110
	350

	
	Depreciation
	
	
	17
	927
	625
	3,011
	4,580

	
	Infrastructure adjustment
	9
	476
	321
	1,545
	2,350

	
	Telephones
	
	
	9
	97
	65
	79
	250

	
	
	
	
	
	
	
	
	

	
	TOTAL COST OF ESTATES -£K
	267
	5,678
	4,255
	9,801
	20,000

	
	
	
	
	
	
	
	
	

	
	COST PER SQUARE METRE
	
	47.68
	92.21
	102.52
	196.06
	126.05
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APPENDIX A: STEP 6

ESTATES COST MODELLING EXERCISE: CALCULATION OF ESTATES COST BY ACTIVITY

	ACCOUNTING AND ECONOMICS: DEPT 01
	
	
	
	
	SERVICED
	
	HIGHLY SERVICED
	
	TOTAL

	
	
	
	
	
	
	STORE
	
	OFFICE
	
	FACILITY
	
	FACILITY
	
	ACTUAL

	COST PER SQUARE METRE
	
	
	47.68
	
	92.21
	
	102.52
	
	196.06
	
	126.05

	
	
	
	
	
	
	
	
	
	
	
	

	Space analysis by activity
	Teaching
	
	
	
	3,000
	
	
	
	
	
	3,000

	
	
	
	Research 
	
	
	
	
	
	
	
	
	
	0

	
	
	
	Others 
	
	
	
	
	
	
	
	
	
	0

	
	
	
	Support
	
	
	
	
	
	
	
	
	
	0

	Total space
	
	
	
	
	0
	
	3,000
	
	0
	
	0
	
	3,000

	
	
	
	
	
	
	
	
	
	
	SERVICED
	
	HIGHLY SERVICED
	
	COST BY

	
	
	
	
	
	
	STORE
	
	OFFICE
	
	FACILITY
	
	FACILITY
	
	ACTIVITY

	Space cost by activity
	Teaching
	
	0
	
	277
	
	0
	
	0
	
	277

	
	
	
	Research 
	
	0
	
	0
	
	0
	
	0
	
	0

	
	
	
	Others 
	
	0
	
	0
	
	0
	
	0
	
	0

	
	
	
	Support
	
	0
	
	0
	
	0
	
	0
	
	0

	
	TOTAL COST OF ESTATES -£K
	
	0
	
	277
	
	0
	
	0
	
	277

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


	COMPUTER SCIENCE DEPT 02
	
	
	
	
	
	SERVICED 
	HIGHLY SERVICED 
	TOTAL

	
	
	
	
	
	
	STORE
	
	OFFICE
	
	FACILITY
	
	FACILITY
	
	ACTUAL

	COST PER SQUARE METRE
	
	
	47.68
	
	92.21
	
	102.52
	
	196.06
	
	126.05

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Space analysis by activity
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Teaching
	
	
	
	10,000
	
	5,000
	
	7,790
	
	22,790

	
	
	
	Research 
	
	
	
	1,175
	
	
	
	
	
	1,175

	
	
	
	Others 
	
	
	
	
	
	
	
	
	
	0

	
	
	
	Support
	
	
	
	
	
	
	
	
	
	0

	Total space
	
	
	
	
	0
	
	11,175
	
	5,000
	
	7,790
	
	23,965

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	HIGHLY
	
	TOTAL

	
	
	
	
	
	
	
	
	
	
	SERVICED
	
	SERVICED
	
	COST BY

	Space cost by activity
	
	
	
	STORE
	
	OFFICE
	
	FACILITY
	
	FACILITY
	
	ACTIVITY

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Teaching
	
	0
	
	922
	
	513
	
	1,527
	
	2,962

	
	
	
	Research 
	
	0
	
	108
	
	0
	
	0
	
	108

	
	
	
	Others 
	
	0
	
	0
	
	0
	
	0
	
	0

	
	
	
	Support
	
	0
	
	0
	
	0
	
	0
	
	0

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	TOTAL COST OF ESTATES -£K
	
	0
	
	1,030
	
	513
	
	1,527
	
	3,070
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APPENDIX A: STEP 7

ESTATES COSTS MODELLING EXERCISE: ANALYSIS OF ESTATES COSTS BY ACTIVITY

	SPACE ANALYSIS BY DEPARTMENT
	
	TEACHING
	RESEARCH
	OTHERS 
	SUPPORT
	TOTAL

	
	Accounting and economics
	
	3,000
	
	0
	
	0
	
	0
	
	3,000

	
	Computer science
	
	
	22,790
	
	1,175
	
	0
	
	0
	
	23,965

	
	English
	
	
	
	4,000
	
	
	
	
	
	
	
	4,000

	
	History
	
	
	
	2,000
	
	
	
	
	
	
	
	2,000

	
	Maths and physics
	
	
	11,200
	
	
	
	
	
	
	
	11,200

	
	Optometry and vision sciences
	5,000
	
	7,000
	
	
	
	
	
	12,000

	
	Estates and finance
	
	
	
	
	
	
	
	
	25,600
	
	25,600

	
	Personnel and admin services
	
	
	
	
	
	
	21,900
	
	21,900

	
	Residences and catering
	
	
	
	
	
	22,500
	
	10,000
	
	32,500

	
	Student services
	
	
	
	
	
	
	
	
	22,500
	
	22,500

	TOTAL SPACE
	
	
	
	
	47,990
	
	8,175
	
	22,500
	
	80,000
	
	158,665


	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	SPACE COST BY DEPARTMENT
	
	
	
	TEACHING
	RESEARCH
	OTHERS 
	SUPPORT
	TOTAL

	
	Accounting and economics
	
	277
	
	0
	
	0
	
	0
	
	277

	
	Computer science
	
	
	2,962
	
	108
	
	0
	
	0
	
	3,070

	
	English
	
	
	
	369
	
	0
	
	0
	
	0
	
	369

	
	History
	
	
	
	184
	
	0
	
	0
	
	0
	
	184

	
	Maths and physics
	
	
	1,573
	
	0
	
	0
	
	0
	
	1,573

	
	Optometry and vision sciences
	461
	
	1,372
	
	0
	
	0
	
	1,833

	
	Estates and finance
	
	
	0
	
	0
	
	0
	
	3,502
	
	3,502

	
	Personnel and admin services
	0
	
	0
	
	0
	
	1,873
	
	1,873

	
	Residences and catering
	
	0
	
	0
	
	2,178
	
	1,961
	
	4,138

	
	Student services
	
	
	0
	
	0
	
	0
	
	3,180
	
	3,180

	
	TOTAL COST OF ESTATES -£K
	
	5,826
	
	1,481
	
	2,178
	
	10,516
	
	20,000


APPENDIX B

COST MODEL 2: ESTATES COSTS FOR THE UNIVERSITY BY BUILDING

Notes

1) The model constructed is based on spreadsheets and thus minor roundings may occur.
2) The numerical information shown in the following steps is merely an illustration and is not expressed as a definite set of values.
3) The main purpose of the model is to illustrate the recommended processes and methodology to be followed in directly allocating estates costs.
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APPENDIX B: STEP 1

ESTATES COST MODELLING EXERCISE: BUILDING COST ANALYSIS BY BUILDING

	EMS
	
	
	
	COST
	
	GREIG
	BAXTER
	WARK
	MILLER
	ABC
	LOAN
	PARTICK
	COPLAND
	CESSNOCK
	OF BUILDING

	CODE
	COST ELEMENT
	
	
	£
	
	
	
	
	
	
	
	
	
	
	
	COSTS

	D28
	Rates 
	
	
	680
	
	153
	108
	107
	90
	74
	54
	54
	29
	11
	
	Averaged by area

	D29
	Insurance premium
	
	620
	
	140
	98
	98
	82
	67
	50
	48
	27
	10
	
	Averaged by area

	D31
	Energy
	
	
	2,217
	
	500
	349
	349
	293
	240
	179
	175
	96
	36
	
	Actual by metering

	D32
	Water and sewerage
	
	650
	
	147
	102
	102
	86
	70
	52
	51
	29
	11
	
	Averaged by area

	D33
	Building maintenance
	
	2,500
	
	564
	394
	394
	331
	271
	200
	197
	108
	41
	
	Actual by repair register

	D33
	Grounds maintenance
	
	450
	
	102
	71
	71
	60
	49
	36
	35
	19
	7
	
	Averaged by area

	D33
	Other maintenance
	
	150
	
	34
	24
	24
	20
	16
	12
	12
	6
	2
	
	Averaged by area

	D34
	Cleaning
	
	
	1,500
	
	338
	236
	236
	199
	163
	120
	118
	65
	25
	
	Actual by cleaning FTE.

	D35
	Estate management services
	
	2,400
	
	542
	378
	378
	318
	260
	192
	189
	104
	39
	
	Averaged by area

	D61
	Security and Portering
	
	1,053
	
	238
	166
	166
	139
	114
	84
	83
	46
	17
	
	Averaged by area

	D62
	Mail room
	
	
	250
	
	56
	39
	39
	34
	27
	20
	20
	11
	4
	
	Averaged by area

	D63
	Transport costs
	
	350
	
	79
	55
	55
	46
	38
	28
	28
	15
	6
	
	Averaged by area

	
	Depreciation
	
	
	4,580
	
	1,000
	600
	800
	550
	550
	300
	400
	200
	180
	
	Fixed asset register

	
	Infrastructure adjustment
	
	2,350
	
	500
	300
	400
	275
	285
	188
	200
	100
	102
	
	Fixed asset register

	
	Telephones
	
	
	250
	
	56
	39
	39
	33
	27
	20
	20
	11
	4
	
	Averaged by area

	
	Total cost of estates -£k
	
	20,000
	
	4,449
	2,959
	3,258
	2,557
	2,251
	1,535
	1,630
	866
	495
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APPENDIX B: STEP 2

ESTATES COST MODELLING: SPLIT OF AREA BY TYPE OF SPACE (SQUARE METRES)

	
	
	
	
	
	
	
	
	
	
	SERVICED 
	HIGHLY SERVICED 
	
	TOTAL

	
	
	
	
	
	
	STORE
	
	OFFICE
	
	FACILITY
	
	FACILITY
	
	ACTUAL

	Site
	Building
	
	Comment
	
	
	1
	
	2
	
	3
	
	4
	
	

	Tartan campus
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Greig
	
	Teaching/research
	
	
	1,300
	
	17,000
	
	8,000
	
	9,500
	
	35,800

	
	Baxter
	
	Teaching
	
	
	0
	
	12,000
	
	6,000
	
	7,000
	
	25,000

	
	Wark
	
	Support services
	
	
	0
	
	5,000
	
	10,000
	
	10,000
	
	25,000

	
	Miller
	
	Research labs
	
	
	1,000
	
	3,000
	
	8,000
	
	9,000
	
	21,000

	
	
	
	
	
	
	2,300
	
	37,000
	
	32,000
	
	35,500
	
	106,800

	Thistle campus
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	ABC building
	Learning centre
	
	
	0
	
	5,000
	
	6,000
	
	6,190
	
	17,190

	
	Loan
	
	Residential/students’union/sports
	
	0
	
	12,705
	
	0
	
	0
	
	12,705

	
	Partick
	
	Teaching
	
	
	2,300
	
	5,000
	
	2,500
	
	2,700
	
	12,500

	
	
	
	
	
	
	2,300
	
	22,705
	
	8,500
	
	8,890
	
	42,395

	Clyde campus
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Copland
	
	Science/shops
	
	
	1,000
	
	1,870
	
	1,000
	
	3,000
	
	6,870

	
	Cessnock
	
	Medical
	
	
	0
	
	0
	
	0
	
	2,600
	
	2,600

	
	
	
	
	
	
	1,000
	
	1,870
	
	1,000
	
	5,600
	
	9,470

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	TOTAL
	
	
	
	
	
	5,600
	
	61,575
	
	41,500
	
	49,990
	
	158,665

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	1
	The actual space in net internal area (square metres) split by type of space for each building in the university
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APPENDIX B: STEP 3

ESTATES COSTS MODELLING EXERCISE: WEIGHTING THE SPACE IN RELATION TO USAGE OF RESOURCES

	GREIG BUILDING
	
	
	
	
	
	
	
	
	
	
	HIGHLY
	
	

	
	
	
	
	
	
	
	
	
	
	SERVICED
	
	SERVICED
	
	

	EMS
	
	
	
	COST
	
	STORE
	
	OFFICE
	
	FACILITY
	
	FACILITY
	
	TOTAL

	CODE
	COST ELEMENT
	£
	
	1300
	
	17000
	
	8000
	
	9500
	
	35800

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	D28
	Rates 
	
	153
	
	0.2
	
	1
	
	1
	
	1
	
	

	D29
	Insurance premium
	140
	
	0.2
	
	1
	
	1
	
	1
	
	

	D31
	Energy
	
	500
	
	0.2
	
	1
	
	2
	
	4
	
	

	D32
	Water and sewerage
	147
	
	0
	
	1
	
	1
	
	1
	
	

	D33
	Building maintenance
	564
	
	0.2
	
	1
	
	2
	
	4
	
	

	D33
	Grounds maintenance
	102
	
	0
	
	1
	
	1
	
	1
	
	

	D33
	Other maintenance
	34
	
	0
	
	1
	
	1
	
	1
	
	

	D34
	Cleaning
	
	338
	
	0
	
	1
	
	1
	
	1
	
	

	D35
	Estate management services
	542
	
	0.2
	
	1
	
	1
	
	1
	
	

	D61
	Security and Portering
	238
	
	0
	
	1
	
	1
	
	1
	
	

	D62
	Mail room
	
	56
	
	0
	
	1
	
	1
	
	1
	
	

	D63
	Transport costs
	79
	
	0
	
	1
	
	1
	
	1
	
	

	
	Depreciation
	
	1,000
	
	0.2
	
	1
	
	2
	
	4
	
	

	
	Infrastructure adjustment
	500
	
	0.2
	
	1
	
	2
	
	4
	
	

	
	Telephones
	
	56
	
	0
	
	1
	
	1
	
	1
	
	

	
	Total cost of estates -£k
	4,449
	
	
	
	
	
	
	
	
	
	


NOTE –THIS IS FOR ILLUSTRATION ONLY
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APPENDIX B: STEP 4

ESTATES COST MODELLING: WEIGHTED SPACE CALCULATION

	GREIG BUILDING
	
	COST
	
	STORE
	
	OFFICE
	
	SERVICED FACILITY
	
	HIGHLY SERVICED FACILITY
	
	TOTAL
	
	AVERAGE WEIGHTED COST

	
	SQUARE METRES
	
	
	1,300
	
	17,000
	
	8,000
	
	9,500
	
	35,800
	
	

	CODE
	COST ELEMENT
	
	
	
	
	
	
	
	
	
	
	
	
	

	D28
	Rates paid
	
	153
	
	260
	
	17,000
	
	8,000
	
	9,500
	
	34,760
	
	4.41

	D29
	Insurance premium
	140
	
	260
	
	17,000
	
	8,000
	
	9,500
	
	34,760
	
	4.02

	D31
	Energy
	
	500
	
	260
	
	17,000
	
	16,000
	
	38,000
	
	71,260
	
	7.02

	D32
	Water and sewerage
	147
	
	0
	
	17,000
	
	8,000
	
	9,500
	
	34,500
	
	4.25

	D33
	Building maintenance
	564
	
	260
	
	17,000
	
	16,000
	
	38,000
	
	71,260
	
	7.92

	D33
	Grounds maintenance
	102
	
	0
	
	17,000
	
	8,000
	
	9,500
	
	34,500
	
	2.94

	D33
	Other maintenance
	34
	
	0
	
	17,000
	
	8,000
	
	9,500
	
	34,500
	
	0.98

	D34
	Cleaning
	
	338
	
	0
	
	17,000
	
	8,000
	
	9,500
	
	34,500
	
	9.81

	D35
	Estate management services
	542
	
	260
	
	17,000
	
	8,000
	
	9,500
	
	34,760
	
	15.58

	D61
	Security and portering
	238
	
	0
	
	17,000
	
	8,000
	
	9,500
	
	34,500
	
	6.89

	D62
	Mail room
	
	56
	
	0
	
	17,000
	
	8,000
	
	9,500
	
	34,500
	
	1.64

	D63
	Transport costs
	79
	
	0
	
	17,000
	
	8,000
	
	9,500
	
	34,500
	
	2.29

	
	Depreciation
	
	1,000
	
	260
	
	17,000
	
	16,000
	
	38,000
	
	71,260
	
	14.03

	
	Infrastructure adjustment
	500
	
	260
	
	17,000
	
	16,000
	
	38,000
	
	71,260
	
	7.02

	
	Telephones
	
	56
	
	0
	
	17,000
	
	8,000
	
	9,500
	
	34,500
	
	1.64

	
	TOTAL COST OF ESTATES £K
	4,449
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APPENDIX B: STEP 5

ESTATES COST MODELLING EXERCISE: WEIGHTED SPACE CALCULATION PER TYPE OF SPACE

	
	
	
	
	
	
	
	
	
	
	
	
	HIGHLY
	

	GREIG BUILDING
	
	
	
	
	
	
	
	
	SERVICED
	
	SERVICED
	
	

	
	
	
	
	
	
	STORE
	
	OFFICE
	
	FACILITY
	FACILITY
	TOTAL

	
	SQUARE METRES
	
	
	1,300
	
	17,000
	
	8,000
	
	9,500
	
	35,800

	CODE
	COST ELEMENT
	
	
	
	
	
	
	
	
	
	
	

	D28
	Rates 
	
	
	
	1
	
	75
	
	35
	
	42
	
	153

	D29
	Insurance premium
	
	
	1
	
	68
	
	32
	
	38
	
	140

	D31
	Energy
	
	
	
	2
	
	119
	
	112
	
	267
	
	500

	D32
	Water and sewerage
	
	
	0
	
	72
	
	34
	
	40
	
	147

	D33
	Building maintenance
	
	2
	
	135
	
	127
	
	301
	
	564

	D33
	Grounds maintenance
	
	0
	
	50
	
	24
	
	28
	
	102

	D33
	Other maintenance
	
	
	0
	
	17
	
	8
	
	9
	
	34

	D34
	Cleaning
	
	
	
	0
	
	167
	
	78
	
	93
	
	338

	D35
	Estate management services
	
	4
	
	265
	
	125
	
	148
	
	542

	D61
	Security and portering
	
	0
	
	117
	
	55
	
	65
	
	238

	D62
	Mail room
	
	
	
	0
	
	28
	
	13
	
	16
	
	56

	D63
	Transport costs
	
	
	0
	
	39
	
	18
	
	22
	
	79

	
	Depreciation
	
	
	
	4
	
	239
	
	225
	
	533
	
	1,000

	
	Infrastructure adjustment
	
	2
	
	119
	
	112
	
	267
	
	500

	
	Telephones
	
	
	
	0
	
	28
	
	13
	
	16
	
	56

	
	TOTAL COST OF ESTATES -£K
	
	16
	
	1,537
	
	1,011
	
	1,885
	
	4,449

	
	COST PER SQUARE METRE
	
	12.00
	
	90.43
	
	126.42
	
	198.39
	
	124.27
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APPENDIX C: FULL ECONOMIC COST TEMPLATE

	Project Number:
	Sponsor:

	Project Description:

	Directly incurred costs
	
	£
	£

	Salaries:
	Academics
	
	X
	

	
	Research assistants
	
	X
	

	
	Postgraduates
	
	X
	

	
	Technicians
	
	X
	

	
	Clerical
	
	X
	X

	Other direct
	Postgraduate support
	
	X
	

	
	Consumables
	
	X
	

	
	Travel/conference
	
	X
	

	
	Equipment
	
	X
	

	
	Health and safety
	
	X
	

	`
	Other
	
	X
	X

	Directly allocated costs
	
	
	

	Salaries
	Share of principal investigator’s time
	
	X
	

	
	Equipment (shared)
	
	X
	

	
	Other (shared)
	
	X
	X

	Total directly allocated costs
	X

	Direct Allocation of Estates Costs
	
	
	

	Space
	Rate per square metre
	Space required (square metre)
	Cost
	

	Type 1: Storage
	47.68
	20
	953.60
	

	Type 2: Office
	92.21
	60
	5,532.60
	

	Type 3: Serviced facility
	102.52
	0
	0
	

	Type 4 Highly serviced facility
	196.06
	200
	39,212.00
	45,698.20

	Allocated indirect costs
	Laboratory (based on laboratory overhead rates)
	X

	
	Non-laboratory (based on non-laboratory overhead rates)
	X

	Full economic costs
	
	
	
	X

	Proposed bid
	
	
	
	X

	% recovered
	
	
	
	X%


NOTE: THIS TEMPLATE IS FOR ILLUSTRATION ONLY.

APPENDIX D 
GLOSSARY 

CAFM  – Computer Aided Facilities Management system
HEI – Higher Education Institution
fEC – Full economic cost
TRAC –Transparent Approach to Costing
TR – Transparency Review
EMS–- Estates Management Statistics – information provided to improve estate management performance 

TRAC VOLUME III-– Full economic costs of projects, guidance manual
PARG – Policy and Resources Group
NAO – National Audit Office

RCP – Research Costing and Pricing
FTE – Full-time equivalent
SHEFC – Scottish Higher Education Funding Council
QA – Quality Assurance
VC – Vice-Chancellor
Appendix E: Contacts/website links/resources

· Research Administrators' Group Network:

       http://www.ragnet.ac.uk/
· British Institute of Facilities Management

      http://www.bifm.org.uk/
· The Sustainability of University Research - A consultation on reforming parts of the Dual Support system

      http://www.ost.gov.uk/policy/universityresearch.pdf
· Investing in Innovation –July 2002

      http://www.ost.gov.uk/policy/science_strategy.pdf
· The Scottish Higher Education Funding Council (SHEFC)
      http://www.shefc.ac.uk/
· The Higher Education Funding Council for England (HEFCE)
      http://www.hefce.ac.uk/
· Research Councils UK 

       http://www.rcuk.ac.uk/
· Estates Management Statistics Annual Report 2003

      http://www.opdems.ac.uk/uploads/AnnualReport2003.pdf
· Higher Education Estates website

      http://www.heestates.ac.uk/
· Progress by government departments in meeting the recommendations of the Cross Cutting Review of Science and Research http://www.ost.gov.uk/policy/invest-innovation/index.htm. 

· Progress by departments regarding paying full economic costs

             http://www.ost.gov.uk/policy/invest-innovation/rec3.htm 

· JCPSG website for information on Transparency Review

      http://www.jcpsg.ac.uk/transpar/index.htm
· Government spending review details for 2004 

http://www.hm-treasury.gov.uk/spending_review/spend_sr04/associated_documents/spending_sr04_science.cfm
· The Government’s requirement to cost projects on a full economic cost basis by January 2005, with the principles to guide the pricing of research projects
http://www.hm-treasury.gov.uk/media/FEE95/spend04_sciencedoc_2-3_090704.pdf
· The Research Base Funders Forum will seek confirmation that full economic costing has been successfully implemented

http://www.ost.gov.uk/fundersforum
· Space Management Group 
www.smg.ac.uk 
· Association of University Directors of Estates (AUDE) 
 http://www.aude.ac.uk
· Kilner Planning 
http://www.kilnerplanning.co.uk
· Cross-Cutting Review of Science and Research: Final Report March 2002.

· NAO -Space Management in Higher Education, a Good Practice Guide-June 1996.

· Financial Reporting and Activity Costing Group Report- Robustness of the TRAC methodology.

· 
· Transparent Approach to Costing Volumes I, II, IIa and III –Joint Costing and Pricing Group.

Appendix F

	ILLUSTRATION
	TABLE 4: WEIGHTINGS FOR EACH COST ELEMENT BY TYPE OF SPACE GROUPING
	
	

	
	
	
	
	
	
	
	
	
	SERVICED 
	
	HIGHLY SERVICED 
	
	TOTAL

	EMS
	
	
	
	
	STORE
	
	OFFICE
	
	FACILITY
	
	FACILITY
	
	ACTUAL

	CODE
	COST ELEMENT
	(Appendix 1)
	
	5,600
	
	61,575
	
	41,500
	
	49,990
	
	158,665

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	D28
	Rates 
	
	
	0.2
	
	1
	
	1.5
	
	3
	
	

	D29
	Insurance premium
	
	0.2
	
	1
	
	1.5
	
	3
	
	

	D31
	Energy
	
	
	0.2
	
	1
	
	1.8
	
	3.4
	
	

	D32
	Water and sewerage
	
	1
	
	1
	
	1
	
	2
	
	

	D33
	Building maintenance
	
	0.2
	
	1
	
	1.5
	
	3
	
	

	D33
	Grounds maintenance
	
	1
	
	1
	
	1
	
	1
	
	

	D33
	Other maintenance
	
	0.1
	
	1
	
	1
	
	3
	
	

	D34
	Cleaning
	
	
	0
	
	1
	
	1
	
	1
	
	

	D35
	Estate management services
	
	0.1
	
	1
	
	1
	
	3
	
	

	D61
	Security and portering
	
	1
	
	1
	
	1
	
	1
	
	

	D62
	Mail room
	
	
	1
	
	1
	
	1
	
	1
	
	

	D63
	Transport costs
	
	1
	
	1
	
	1
	
	1
	
	

	
	Depreciation
	
	
	0.2
	
	1
	
	1
	
	3
	
	

	
	Infrastructure adjustment
	
	0.2
	
	1
	
	1
	
	3
	
	

	
	Telephones
	
	
	1
	
	1
	
	1
	
	1
	
	


NOTE –THIS IS FOR ILLUSTRATION ONLY

Appendix G
Estates Cost Model TRAC Volume III – Full Economic Costing











Estates costs by other departments’ spend





1.  Obtain the actual total estates costs for the latest Financial Year





2. Obtain the net internal area ( square metres) split by the 4 types of space:


Shed


Office


Serviced facility


Highly serviced facility





Total cost of the estates department





Infrastructure adjustments





Other estates costs i. e. depreciation and insurance that may be charged to Finance





3. Agree weightings for each cost element by each type of space 





Evidence-based – energy usage





Evidence-based repairs register and fixed asset register 





Estates staff judgement





Pro rata - square metres








4. 1st round of calculations – a. determine total weighted space by cost element. 


      b. calculate the average weighted cost per cost element





7. Analysis of estates costs by activity.





Information in step 6 is consolidated. Support estates spend will need to be reallocated using appropriate drivers to T, R and O





6. Identify costs of space per activity.





Costs of space for each department should now be allocated to T, R, O and S. Cost of space for each category of space, multiplied by the space usage for each of the four types by activity.


Support costs reallocated to academic departments.








5. 2nd round of calculations –





Average weighted cost for each element, multiplied by amount of space for each type


Result divided by total space to arrive at cost per square metre by type of space








� Transparency Review - is a Government initiative for institutions to demonstrate the full costs of research and other publicly funded activities in order to improve public accountability.





� Full economic cost - The full economic cost of a project includes all direct and indirect costs including the cost adjustments required under TRAC.





� Transparent approach to costing - This is the methodology recommended to implement full economic costing and meet the requirements of the Transparency Review. The processes are  published by JCPSG in the various guidance manuals.


� Sustainability- An institution is being managed on a sustainable basis if taking one year with another it is recovering its full economic costs across its activities as a whole, and is investing in its infrastructure at an adequate rate to maintain its future capacity. 





� Infrastructure adjustment -This is a financial value adjustment required to reflect the full long term costs of maintaining the infrastructure in a safe and productive state, and to a standard that reflects the norm required to be competitive in the sector.  


� Depreciation - The measure of the cost or revalued amount of the economic benefits of the tangible fixed asset that have been consumed during the period.





� Net internal area (NIA) - This includes all areas used for a specific purpose (e.g. teaching, research, staff accommodation, residences, support staff) and excludes balance areas (e.g. corridors, stairways, toilets etc). This definition of net internal area is consistent with the EMS code D12.
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