TRAC (T) Update April 2008
This is a summary of points made at the TRAC (T) workshops held in March 2008 to discuss the interim results for 2006-07.  It has been produced by J M Consulting and does not necessarily represent the view of the Funding Councils.  It does not contain any new mandatory Guidance.
1.  The data

The data covered the first set of figures produced for 2006-07 and there is now an opportunity for institutions to revise them in the light of benchmarking.   Data should be resubmitted to HEFCE no later than Friday 25 April 2008.
132 institutions from England, Northern Ireland and Scotland returned data, out of 153 – 86%.  Whilst returns were voluntary this year, they become mandatory in 2009 (2007-08 data) for England and Northern Ireland.  (A decision will be made later this year as to whether this also applies to Scotland.)
For England, the returns covered over 90% of the HEFCE-fundable students in most cost centres (there was a low coverage in the split between price groups A and B in clinical medicine, clinical dentistry, veterinary science, and in education).

94% of the sector felt that the data they produced met the minimum requirements of TRAC (T).

83% of the sector felt that these figures were more appropriate than those shown in the HESA FSR to use to inform HEFCE’s review of its Teaching Funding Model, and were fit for this purpose.

In support of this, 89% of the sector reported that their data was robust at the level of department.

However, any scrutiny of the data should be carried out in the knowledge that:

· This is only the second year that TRAC(T) data  has been produced, and the first year that annual TRAC is fully robust.  Therefore, there are likely to be significant changes made since last year, and that are taking place between the pre-benchmarked data and end April re-submissions this year.  Some institutions felt that a third year would provide higher quality data.
· Non-subject related costs are still being excluded using proxies (the funding received in each area).  These costs account for 12.4% of Funding Council-fundable Teaching costs (one-eighth).  There is little information available to indicate whether the income proxies are an understatement or overstatement of the non-subject related costs.  However, the sensitivity of Subject-FACTS to this assumption can be understood.  If, say, the non-subject related costs were being understated by a quarter, this would mean that Subject-FACTS currently being calculated would be overstated by 3-4% overall.  (This varies by cost centre, for example those reported by specialist institutions are affected more significantly.) 
· Subject-FACTS are historical costs.  To some extent, they represent the way that institutions have allocated their funding internally.  In many institutions this replicates the Funding Council teaching funding models to some extent (for some allocations to academic departments), and therefore the cost relativities will reflect, to some extent, the current price group relativities.  This  is diluted with the impact of funding, and spend, on Research and non-FC fundable provision, as well as by costs in the areas of central services and estates.  Over time, the impact of FC funding models may decline with higher tuition fees in some parts of the UK.

· Subject-FACTS do not represent the long-term sustainable costs of Teaching.  A sub-group of the TRAC Strategy Group is currently considering this.  See http://www.hefce.ac.uk/finance/fundinghe/transparencyreview/stratgrp.asp
However, overall, this data is considered fit for purpose to inform HEFCE’s review of its Teaching Funding Model.  It could inform:

· the allocation of subjects to price groups, 

· the number of price groups, and 

· the relativities between price groups.

Data that is used by each funding council will of course be that from institutions in their respective country.   They may wish to exclude outliers and may use different techniques to do this from those used for the sector benchmarking.  In benchmarking there was little ‘cleaning’ of the data reported (to remove obviously odd figures, for example).  Subject-FACTS that were less than £1,500 or more than £20,000 were excluded from all of the analysis (except in cost centres 1, 2 and 3).
The final Subject-FACTS data for the sector (produced on figures submitted by 25 April) will differ from the figures reviewed in March.  The sector data for England is likely to be issued in some form as part of HEFCE’s consultation on its Teaching Funding Model.  SFC has no plans to publish the data this year, although it may in future. SFC will also discuss with institutions the sharing of this year’s final (anonymised) data with TRAC(T) contacts in institutions.
2.  The methods used

Discussions at the workshops covered a number of the methods that are used by institutions as part of the calculation of Subject-FACTS.

a.  Student numbers.  

Some institutions experienced difficulties in obtaining good quality, timely, information on student numbers from their own Students Records/Registry departments.  HEFCE provided data on HEFCE-fundable student FTEs by cost centre for each institution, from the data submitted to HESA for use as the denominators (when calculating costs per student).  To enable institutions in England and Northern Ireland to check these numbers, HEFCE included a TRAC(T) output in their web facility on the HEFCE extranet.  The facility allowed institutions to submit HESA files for processing and then view outputs.  One of the outputs generated upon submission was the 2006-07 HEFCE-fundable student FTEs for TRAC(T).  This output was designed to assist each institution in verifying the HEFCE-fundable student FTEs for TRAC(T) prior to submission of the student data to HESA.  This facility will be available again later this year for the preparation of 2007-08 data. 
However, institutions often use different data sets to allocate the costs in their annual TRAC process.  

The following suggestions were made at the workshops:
· TRAC managers should ask their Students Records/Registry departments for student numbers as early as possible in the year, and in a form that makes it easy for them to compare with their HESA numbers provided by HEFCE.  Full definitions and explanations of the student numbers required are available in the TRAC (T) Guidance, and the TRAC (T) benchmark forms;
· Special care should be taken when recording data that is not easily or always available from HESA (e.g. franchised–out numbers, a split of some categories between NPFT and non-FC fundable, non-credit-bearing courses);
· Particular note should be taken of changes in the student numbers that might occur very close to the HESA deadline for final figures.  This often happens with nursing provision, for example.  A reconciliation with annual TRAC figures and TRAC (T) figures should be carried out, significant differences understood and the cost allocations, especially between FC-fundable and non-FC fundable PFT provision, adjusted if material.
SFC plans to hold discussions with institutions in Scotland to ensure that their student numbers can be presented in as helpful a way as possible.  For example, to formalise the way that students are allocated between HESA academic cost centres, to inform institutions as to how this has been done, and to instruct institutions on the circumstances and the extent that they need to alter the allocations.  

Institutions in Scotland are invited to provide any comments on the current method, and any suggestions, directly to Sarah Kirkpatrick at SKirkpatrick@sfc.ac.uk (phone 0131 313 6613).

b.  Allocation of costs between PFT, NPFT, Research and Other
It is suggested that institutions with surpluses on PFT, and high indirect cost rates or estates cost rates for Research or low deficits on Research (compared to their peers), should consider reviewing their cost drivers, particularly in the areas of:

· Corridors and other shared or circulation space;

· Non-staff costs in academic departments;

· Support staff costs in academic departments;

· Support time of academics.

Time allocation survey results should not generally be used as cost drivers for these types of cost.  Specific cost drivers should be chosen for each area which fairly indicate the use of these resources.

Some institutions are showing surpluses on PFT and deficits on NPFT.  This would be a very surprising outcome, and it is suggested that those institutions review their cost drivers carefully to ensure that they are appropriate.

There appears to be a wide variety of practice in the allocation of costs of Other (Clinical Services).  The annual TRAC Guidance, as amended in 2002, states that all clinical academics should complete a time allocation schedule, which records their clinical time (CS) and that:

· if their costs are partially or wholly reimbursed, their CS time should be allocated to Other.  The rest of their time would be allocated to Teaching or Research – as per their time allocation schedule;

· if their costs are not partially or wholly reimbursed, their CS time should be allocated to Teaching or Research, based on the activity in those areas carried out for the university by NHS clinicians.
c.  Costs per student

The costs per NPFT student, and per non-FC-fundable student, were shown for the first time on the TRAC (T) benchmark reports.  Institutions are encouraged to return the data required to produce these costs per student (Sections C.5 and D.2) as they provide a valuable check that appropriate costs have been allocated to these areas.  The costs per NPFT and non-FC fundable student for a cost centre will often be very similar to the cost per FC-fundable student.  The main exception to this is where the provision is very different (e.g. for nursing, or for off-campus provision).
The averages in the benchmarking report for this section suffered from poor quality data in many returns.  Further checks on the data will be performed in 2007-08, to exclude any data where institutions have returned costs and no students, or vice versa, for a particular cost centre. 
In 2007-08 the total cost per FC-fundable student will be shown as a comparison, i.e. Subject-FACTS plus non-subject related costs.  Bursaries will be excluded from all figures.  As the total cost per FC-fundable student will include the full costs of long courses, there will be no attempt to exclude these costs from the cost per NPFT student and non-FC student (In 2006-07 PGTs in these two areas were weighted to try to eliminate the impact of similar ‘long course’ costs).   
Institutions will be encouraged to complete at least some part of these optional sections of the TRAC (T) report.   Some institutions expressed concern that they could not make available information on all cost centres.  They will be able to enter the unallocated costs on a line: ‘costs not possible to analysis by cost centre’.
d.  PGT/long course provision
It is suggested that institutions consider weighting their student FTEs in their annual TRAC cost allocation model to ensure TRAC (T) includes the higher costs of their PGT and/or long course provision (where appropriate).  By doing this, the exclusion of the long course premium in TRAC (T) should not lead to an understatement of Subject-FACTS in cost centres with long course provision.

Sometimes PGT students have been allocated a higher level of resource than UG students in a cost centre, but there are significantly fewer long course students than PGTs in that cost centre.  This comparison is given by cost centre in the benchmark reports.  Where this happens, the Subject-FACTS (calculated on student FTEs which have not been weighted for type of degree) will be higher as it will include the higher costs of the PGT provision that have not been deducted through the long course premium.
e.  WP and other premiums

Institutions agreed that a different cost driver should be used when excluding each type of non-subject related cost from FC-fundable provision e.g. long course student numbers for the long course premium, PT student numbers for the PT premium. 
For the WP premium institutions felt that the most appropriate cost driver firstly reflected the way that the premium had been allocated to academic departments to spend; and then reflected total student numbers, not only the students classified as WP by the Funding Councils.

f.  Franchised-out provision

The costs of franchised-out provision generally include the money that is passed over to the further education college that is providing teaching, and some costs in the HEI to cover quality assurance, marketing, registration, library etc. 

When student numbers are used as cost drivers in the annual TRAC model, franchised-out students should be included where those students benefit from the resources being allocated.

Institutions generally allocate the money passed over to the FEC – a cost to the HEI - directly to one cost centre.  Where the money has to be split between cost centres this is being done either on the basis of the money provided for the students in each subject (this will be the same for all students if the money is based on the standard fee), or institutions are using some basis for allocating the total sum of money between subjects (cost centres) using information from the FECs, or current price relativities.  The Guidance on this is likely to be formalised, but this will not be agreed in time to affect the 2006-07 returns.

Some information on franchised-out students are returned on the HESA student record.  HEFCE may be able to use this data next year to assist institutions to identify the volume of their provision. 

The benchmark averages produced this year took into account zeros for institutions who did not complete the column, as well as those who specifically had no franchised-out provision in particular cost centres.  The averages were therefore understated.  This data will be ‘cleaned’ next year, with inappropriate zeros suppressed.

g.  Allocating departments’ costs across HESA academic cost centres

Some institutions experienced problems with robustly mapping the costs in their faculties or departments to HESA academic cost centres.  This was of most concern where a department maps to a number of HESA academic cost centres that are currently classified into different price groups.  
It was suggested that each type of cost should be considered separately:

· The costs of academic staff could be split according to student numbers, subject to a head of department review which would ask for a weighting to reflect their different curriculum/workload/timetabling loads.  Heads of department could be provided with the mapping of staff already done by their institution for the HESA Staff return, and asked to consider how appropriate this is if it was just to reflect Teaching alone;
· Non-staff costs and Support staff costs could be weighted towards particularly resource-intensive provision (e.g. the Teaching costs of technicians would be allocated to the more scientific or studio-based subjects).  This would be informed by a head of department view, assisted by the mapping of academic department costs already carried out for the HESA Finance Statistics Return; 
· Estates costs could be weighted to reflect smaller group sizes and higher estates cost per square meter in the laboratory and studio-based subjects.   A single high level calculation could be done for this that could then be applied across all departments that are being allocated across cost centres currently classified to different price groups. 
· Central service costs might be allocated on the basis of the number of students.

It is not good practice just to use the current price group relativities to allocate costs from departments to HESA academic cost centres, or just to use student numbers, (unless it is specifically known that they do not vary by subject).   This was also covered in the September 2007 Update (paragraphs 4.8 to 4.11).  Guidance may be formalised in this area over the coming year – but not before the end of April 2008.
h.  Cost elements
Section C.5 analyses costs in each cost centre by type of cost (central services, estates etc).  This is particularly useful when comparing Subject-FACTS within an institution as it:
i) improves an understanding of the figures (why do they differ between HESA academic cost centre?)
ii) provides a check to ensure that the cost drivers are appropriate and that the model is working appropriately (e.g. why do central service costs per student vary?)
iii) helps​ to focus minds on all areas of cost, not just on academic staff time (central service costs, for example, make up 35% of the Subject-FACTS total).

To help with this comparison, next year the definitions will be sharpened up (e.g. RFI to be included wholly under central services); and three extra columns will be added – to cover franchised-out provision, O(CS), and (as a negative) non-subject related costs.
3.  Subject-FACTS

The 2006-07 benchmarking reports do not represent the final figures for this year, therefore it is inappropriate to draw any conclusions about relativities at this stage.  However, some points emerged during benchmarking which will be useful to bear in mind when interpreting the figures:

· As stated above, Subject-FACTS are not the long-term sustainable costs of Teaching – they are historical figures, affected by past levels of income and past budgetary decisions;

· They are probably higher where there is a significant amount of NPFT provision (as the funding is often higher than the Funding Council’s ‘standard unit of resource’, and this generally subsidises a higher level of spend across all Teaching in that department/academic cost centre);

· They are probably higher where there is significantly more PGT provision than there is long course provision (because higher costs may have been allocated to those cost centres, but only some of the higher costs have been excluded through the long course provision); 
· They are probably flattened where there are significant volumes of franchised-out provision;

· The exclusion of the premium for small and specialist institutions has a significant impact on some cost centres (notably design and creative arts) in England.  For some HEIs this premium will be rolled into mainstream grant for  2008-09.  Subject-FACTS will therefore be higher than 2006-07 levels at least in the early years, for the cost centres most affected.  For other HEIs the premium is being converted into a targeted allocation and with therefore continue to be treated as a non-subject related cost in TRAC(T);  
· The level of Subject-FACTS in clinical medicine and dentistry are significantly affected by the treatment of O(CS) time;

· The analysis of costs by sub-cost centre (e.g. A and B in clinical medicine) has not been carried out by many institutions and the data is not as reliable as the main Subject-FACTS for that cost centre;

· A high level scrutiny of the graphs seemed to indicate that the costs per student did not vary with the volume of provision (Subject-FACTS with very small numbers of students had already been excluded);
· For some institutions, declining student numbers has led to higher Subject-FACTS in some cost centres, as have new courses.  In both cases costs are higher than those required to teach the students in the current year.
4.  Next steps

Institutions are invited to review their 2006-07 data, particularly if it includes outliers and they are not sure why, or if it shows odd results that might affect Subject-FACTS figures.  
Please send resubmissions of 2006-07 TRAC (T) data to HEFCE via email - to Rachel Nickels at r.nickels@hefce.ac.uk  (noting cells that have changed, or attaching a copy of the spreadsheet).

All institutions in England and Northern Ireland should send the hard-copy sign-off document (signed by head of institution) to HEFCE by Friday 25th April 2008. The sign-off sheet is available as part of institutions’ “results packages” on the HEFCE extranet.  (Please note that, at present, Scottish institutions do not need to have the data signed off by the head of institution.)
5.  Next year (2007-08 data)
Returns will be mandatory for institutions in England and Northern Ireland.

Returns are to be made by 28 February 2009 (irrespective of the date for returning the annual TRAC report).

It is likely that HEFCE will make available a benchmarking exercise for TRAC (T) data in future years, to accompany institutions’ annual TRAC (T) submission.  During discussions in the workshops institutions expressed the view that:

· The type of benchmarking report produced in 2006-07 would be welcome;

· If sector workshops were not offered, then it would be useful if a checklist of things to look for could be provided, and perhaps some review of the data to point out unexpected results that could be investigated by institutions (e.g. data outside the 5th and 95th percentiles);
· The graphs were of some interest, but would be more useful if ‘total costs’ was replaced by ‘Subject-FACTS’ (with size of provision remaining along the x axis).  The average and quartiles could then be shown.  Production in a spreadsheet format would allow easier resizing and comparison;
· There was no desire to increase the number of mandatory sections (currently A and B), but increasing numbers of institutions acknowledged the usefulness of the voluntary sections and indicated that they would try to complete some of them as well;

· The forms could be improved with the changes described previously in this paper.
6.  Course costing – correction to web link
An email from J M Consulting dated 4 April (subject: TRAC update) announced the publication of the advice note on course costing.  The web link stated in that email inadvertently omitted ‘www’.  It should read http://www.jcpsg.ac.uk/guidance/costing.htm
Any queries or comments on this Update should be directed to Melanie Burdett at director@jmc1.org or 0117 959 3687.  Melanie operates the TRAC (T) Helpdesk for institutions in England and Northern Ireland.  Institutions in Scotland should contact Sarah Kirkpatrick skirkpatrick@sfc.ac.uk for TRAC (T) queries or Jennifer McLaren JMcLaren@sfc.ac.uk  for general TRAC queries.
Melanie Burdett

J M Consulting Ltd
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