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Annex 13

Annual TRAC:

The attribution of estates costs:  worked examples

Scope

This Annex contains two worked examples of estates cost attribution.

Status

The material in this Annex was originally issued in April 2004.

Notes to users:

· it is important that space used by PGR students is identified and attributed to Research.  

However, if space is being attributed to research projects on a cost per FTE basis, then the costs of the space used by PGRs should be included in the estates cost total used to calculate the charge-out rate (cost per FTE).  (PGR student numbers are in the denominator of this calculation, weighted).

Where an alternative project-specific method (such as square metres per project) is being used to charge space costs to research projects, then institutions should either ensure the above weightings are reflected in the calculations, or be prepared to justify alternative weightings to their PGR student funders.

See Chapter D.5 of Part III (Annual TRAC);

· mandatory weightings for PGR students should now be used when including them in the denominator of the estates charges.  The weightings are 0.8 for laboratory departments and 0.5 for non-laboratory departments.  See Chapter E.2 of Part IV (Charge-out rates); 

· the second example should include a deduction from the estates cost total before the laboratory estates charge is calculated.  This deduction would cover the total annual costs (annualised depreciation calculated on replacement cost; plus annual operating costs) of major research facilities that are being charged directly to projects.  This is irrespective of who originally funded those facilities, and for how much.  See Chapter E.1 of Part IV (Charge-out rates);

· two years indexing should now be used to convert the estates charges (calculated on Y-1 costs and staff/PGR numbers) to prices quoted in the first year of a project – assumed to start two years after Y-1.  See Chapter E.3 of Part IV (Charge-out rates);

· the references given in the case studies (e.g. to Annex 2(a), Section B1, para B1-111) are to be ignored. They refer to the original TRAC volume III.

this space left intentionally blank

The allocation of estates costs:  case study (a)

The following describes a university’s planned approach to the allocation of estates costs using robust methods that will meet all TRAC requirements in this area.  A worked example is provided.  The focus is on Research, but the model could also be used for Teaching and Other activities.  All figures are illustrative.

Current Methods:  Providing departmental costs for a RAM

A large research-intensive university currently allocates its estates costs to academic departments as part of its Resource Allocation Model (all costs and all income are attributed to academic departments, with the resulting surplus/deficits informing institutional planning).  The university currently uses its space management database to inform these allocations.  This allocates four types of space to each department.  The university RAM does not allocate further to T, R and O.  The information on allocations to departments from the RAM is used for the TRAC allocation model.  The allocation made to T, R and O for TRAC is currently based on academic staff time (AST).

Allocation to departments

Space is allocated to all departments, including residences and central service departments, in an estates database.  Costs are then allocated on the basis of four types of space.  The estates costs in the central service departments (such as Finance) are then allocated along with all other costs in those departments to academic departments as indirect costs.  This meets the new TRAC requirement in this area.

In order to make the allocations, each department’s use of each type of space has been established.  

The database is updated as and when departments’ use of estates changes, plus an annual update when a snapshot of use is taken to inform the planning and budgeting cycle in October of each year.  The database currently includes buildings that are coming on line in the following year; and other known major charges that are planned to space use.  However it is felt that the impact of these changes is unlikely materially to affect TRAC’s requirement for average academic year data.

Departments’ use of four types of space is established.  These space types have been defined specifically to highlight their different costs.  The space types are:

· Type 0: This is typically space that is unsuitable for human occupation, such as stables, basement stores or attic rooms with low ceilings.  This type of accommodation will not usually be heated or cleaned.  It will have minimum power consumption and may have water and drainage.  It is not intended to include rooms that could, with minimal expenditure be classed as type 1.

· Type 1: This is typically office accommodation, seminar rooms, class rooms, stores etc.  This space will normally have the usual facilities that one would expect including heating, lighting, cleaning, telephone and data.

· Type 2: This type of space will have at least one significant additional element of cost.  These cost elements include:  comfort cooling, forced air extraction, high power load, 24 hour use.

· Type 3: This type of space is reserved for particularly expensive space and will typically include more than one of the cost elements identified above.  It also includes space that has more than approx 2 air changes per hour.

This use of four categories of space meets the new TRAC requirements.

Some space is currently allocated to faculties, these costs are then reallocated to the academic departments within the faculty.  Large centrally timetabled lecture theatres are currently not allocated to academic departments or faculties.  This will be done in future, based on departments’ use.

The space usage data will then provide a total m2 by department for each of four types of space, covering all space in the institution.  [A]

Weighting types of space to reflect costs

Each of these space types is given a weighting for each element of estates cost.  These space weightings are based on a mixture of experience, comparisons, reasonableness reviews, and meter readings.   

The current weightings are shown alongside each cost element in the following table.  The table also gives the area of each type of space, and the total cost of each cost element:

	Total university space
	Area m2:


	4866
	101694
	27548
	29487

	
	Space type:


	0
	1
	2
	3

	Cost element
	Cost £k:
	
	
	
	

	utilities

capital project office

cost office

Property Costs

Building Services

space and property costs

administration

Surveying

housekeeping & portering

telephones

security

sites and gardens


	3,467

35

36

139

2,885

924

383

572

2,551

324

656

283


	0

0

0.2

0.2

0.2

0.1

0

0

0

0

0.1

0


	1

1

1

1

1

1

1

1

1

1

1

1


	1.8

1

1.5

1

1.5

1

1

1

1

1

1

1


	3.4

1

3

1

3

1

1

1

1

1

1

1




(The above figures are illustrative only.)

The table does not include six elements of cost defined as estates in the TRAC Guidance:

· capital costs (depreciation and the TRAC infrastructure adjustment) are not included (although depreciation is allocated to departments in the RAM).   A weighting factor will be identified for capital costs and included in the table above.

· maintenance costs are not currently included in the above table – these are incurred locally by departments and currently recorded as part of the general Support costs of each academic department.  The costs are not all clearly identifiable from the ledgers.  A broad estimate of the annual spend on maintenance by each department will be made, and a deduction made from their Support costs.  The total will be included in the above table.  A weighting factor will be identified for each of the four categories of space.

· laboratory technicians’ salaries are currently held at a department level (they are not part of estates costs).  The university considers that it would be a backwards step to allocate them to estates.  Some of their costs are charged to Research and Other projects at the moment and the university plans to introduce direct charging of all of their costs to all Research and Other projects from 2005.  (It is a TRAC requirement to introduce this by 2007.)

· generic IT costs are not included in estates costs.  Most of these costs relate to developments and support (communication costs are charged directly to departments).  The university plans to review how these costs are allocated to departments and to T, R, O (TAS is currently used, but a discussion with the Head of IS will be used to incorporate weightings if appropriate).  These costs will then be included in the indirect cost rate.  (Their inclusion in either the estates charge or the indirect cost rate is acceptable under TRAC.)

· equipment.  Equipment costs are generally recorded in departmental budgets, and are not included in the above table.  Again a total for each department will be broadly identified and transferred out of the general Support costs of each department and into estates (appearing in the table above). This will then be weighted for each type of space.  These equipment costs will still include costs for research facilities and equipment that are to be directly allocated outside of estates.  The adjustment for this is done later.

· the costs of estates provided by the NHS that are not directly charged to the university.  The costs of this estate are part of the O(CS) costs under knock for knock.  An estimate of the cost of this estate will be transferred from O(CS) to Support (estates) and included as an addendum to the above table.

Establishing a cost per m2 for each type of space

A cost per m2 for each type of space is calculated.  This is done in the university model as follows

for each cost element (such as utilities):

i) calculate the total weighted m2 by taking the area for each type of space multiplied by its weighting

e.g. for utilities: (0*4866)+(1*101694)+(1.8*27548)+(3.4*29487) = 251,536 weighted m2
ii) calculate a cost per weighted m2 by taking the total cost divided by total weighted m2 (i)

e.g. for utilities: £3,467k / 251,536 = £13.78 cost per weighted m2
iii) calculate the total cost for each type of space by taking the cost per weighted m2 (ii) multiplied by the weighted  m2 (i) for that type

e.g. for utilities costs in seminar rooms: £13.78 * (1 * 101,694) = £1,401k utilities cost for all type 1 space

finally:

iv) add up the total costs for each type of space (iii) and divide by area (see table)  to give a cost per m2 for each type of space [B].

e.g. for seminar rooms: £1,401k utilities costs + £y portering etc divided by 101,694 m2. 

As the university does not calculate differential costs by type of building, each department will apply the institutional average costs per sq metre for each of the four types of space.

Establishing the estates cost by department

The total m2 of each type of space used by a department is then multiplied by the unit cost m2, to provide a total estates cost per department. [C]  

A notional cost of the NHS estate used by clinical departments (originally included as knock for knock under O(CS)) is then added to the costs of those clinical departments.

Establishing use of space by activity

The university is not currently relying on data produced for EMS to provide space allocations in academic departments between Teaching, Research and Other.  The definitions are too different.  However they acknowledge that their current method, AST, is not now appropriate.

The estates model has a field that currently identifies the use of each room by funder of the staff/users.  The university now plans to use this field to show the use for Research, Teaching and Other.  If a room is shared it will be allocated by the proportionate use (the database can hold percentages and allocate on this basis).  The % allocation will be established following a survey of all departments (followed by an annual confirmation linked to the estates use survey.)  The university plans to ask each head of each academic department to allocate each type of shared space (other than academic staff offices) based on best estimates of use across a year.  It is acknowledged that this is a significant task but is a high priority for the university.

The university is currently considering how it will recognise the allocation of space to PGR students.  The university intends to allocate space used by PGR students in their research work to Research.  Their share of space used on teaching courses (shared with taught students) is to be allocated to Teaching.  (This would then form part of the cost per training course, a notional charge to Research, but will not form part of Research estates cost.)

This will provide the m2 of each type of space (barn, seminar rooms serviced and highly serviced space) in an academic department, for each of Research, Teaching, and Other.  [D1]

Academic staff offices will initially be designated as “offices”.  They will then be allocated to Research, Teaching and Other on the basis of academic staff time.  Secretarial space will also be designated as “offices” and then allocated on the basis of academic staff time.  However, when secretarial space is allocated, a double weighting will be given to Teaching time, to recognise the higher amount of Support provided to Teaching by those staff.

This will provide another total of area in m2, for each academic department for offices, allocated to Research, Teaching and Other. [D2]

Academic space [D1] and office space [D2] will provide the total m2 for Research, Teaching, and Other in an academic department [D]

Establishing department costs by activity

A total cost for each academic department, for each of Research, Teaching and Other would then be calculated, by applying the costs per m2 for each type of space previously calculated [B] to the total m2 for each activity [D].  This would agree to the total estates cost previously calculated for each department [C].

Establishing estates charges

Estates costs are to be allocated to projects either through space used (for given periods of time) or through academic FTEs working on that project, (or through other methods as appropriate).  The minimum TRAC requirement is to use FTEs.  

The university wishes to use TRAC to support its estates planning and management, and therefore plans to use this data in internal benchmarking.  Whilst they are interested in establishing the total area that each project needs, over its planned life, it is considered that this would be too complex to introduce at this stage.  (It would be more complicated to use: academics are likely to underestimate; a separate charge would need to be made for offices; success rates on bidding make it less useful for planning.)  Therefore they will allocate space costs to projects based on academic FTEs.  They intend to review this after three years.

Department costs will be aggregated for the purpose of this calculation.  Three estates charges will be calculated – generic (based on social sciences, arts, and humanities departments), laboratory, and clinical dentistry/medicine.  The university considers that it will be valuable to calculate this separately as it will help to remove any distortions from the other charges that arise from the use of NHS estate, and should help to understand estates issues further in that area.  However, department level charges, and charges for each type of staff will not be used as they are considered to be unnecessarily complex at this stage.  The university will review this later once they have a better understanding of the figures being produced.

The university is however reviewing estates use by PGR students, compared to academic staff, to identify the weighting that should be applied to reflect their lower use of estate.  

The costs of space allocated to Research in each department was established above as D.   This will be aggregated into the three discipline groups. 

From this will be deducted the notional annual cost of research facilities and equipment that are being directly charged to research projects.  When the equipment charge-out rates are calculated, estimated replacement costs and full operating costs will be used, as required in the TRAC Guidance.   However, much of this kit has already been fully written off in the books, or been funded by the sponsor of the project, and to remove double-counting, the total annual cost that has been estimated for these facilities will be removed from the Research estates cost total, before the estates charges are calculated.

 The resulting estates costs for Research will be divided by the number of academic staff working on Research in these departments (including RAs and weighted PGR FTEs) to provide a cost per FTE [E].    

(The university already has robust information on staff FTEs as it has worked hard to achieve a 99% response rate on its in-year AST returns, and already calculates FTE numbers robustly at department level for budgetary purposes.)

Establishing a cost per project

The academic FTEs estimated for the project will be automatically multiplied by the estates charge per FTE to provide the cost of space for each project.  If staff in a laboratory department are working wholly on a desk-based project, they will apply the generic charge (and vice versa).  The FTE of PGR studentships, included on some research projects, will be weighted before the institutional charges are applied, to reflect their lower costs.

The estimated costs will be indexed.  These indexed costs will then be charged throughout the project during its expected life, irrespective of its actual life, any changes in estate charge rates, or changes in space use (either through different numbers of FTEs or through changes in the department’s location).

Reviewing estates use and charges

Although only three estates charges will be applied to projects, the university plans to calculate these for each academic department, and compare the m2 and £ costs per academic for Research across each department.

The university will recalculate estates charges in January of each year, having updated the cost and space usage databases.  The estates model used for planning/RAM will be rerun for TRAC (using historical, rather than forecast, costs).

As at present, each department will receive an allocation of estates costs each month (based on current year RAM and budget, not TRAC), as part of the monthly cost and income reporting on each department.  At the same time, all externally funded research contracts will be charged an estates charge (based on the historic, standard, TRAC-based costs).  The university wishes to identify the over/under recovery on estates charges in each department.  To do this it plans to make a high-level adjustment to the RAM figures to include the six adjustments (see above), and to allocate these RAM figures between Teaching, Research and Other.  The resultant RAM Research total in each department, based on current year costs, can then be compared with the estates charges being made on research projects in the year and an over/under recovery estimated.  This comparison can only be made in a few years time, when all projects are recorded at fEC.

[xls]The allocation of estates costs: case study (b) 










