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 Overheads and contributions in kind

Background


The original business case committed 20% of the total budget to partner institution overheads.  The total bid was for 3,497k (net the SDF funds). 3m was awarded; therefore proportion allocated for overheads was £600,000 over the full funding period. The SLN board has agreed this proportion for the current year (2006/07).

Given that the 3m awarded represents an overall reduction of 16.57% on the 3 million we were eventually awarded, the figure for contributions in kind should be revised accordingly. The contribution in kind in the business case, in addition to overheads, is set at  1183k.  Applying the 16.5% reduction,  the revised figure for contributions in kind comes to £987,000.
A set of principles for the calculations of overheads and contributions in kind were discussed at the SLN Foundation Group meeting on 19 May 2006, and the SLN Board meeting 14 February 2007. Following subsequent discussions with Finance colleagues at the University of Brighton, it was proposed that a proportion of the contribution in kind should be set against the overheads cost. This is because, when subject to full economic costing, the real cost of overheads exceeds the level of the payments we are currently making to our partners.  
The detail of this proposal is set out below. It was submitted to HEFCE for their guidance  on June 1 2007. They have advised us that  “are content for us to proceed on this basis” subject to Board approval. 
Revised model for the calculation of overheads and contributions in kind 

What do overheads cover?

· Estates - space, utilities (gas, electric, water), facilities (cleaners, maintenance, security, car parking)

· Information Services - networking, computer and system maintenance, training, upgrades.

· Senior Management Team - involvement in contract discussions and funding applications, liaison during the year on institutional policy, legislation etc.

· Strategic Planning Unit - close involvement and considerable time of Head of Department, with administrative and office support

· Marketing and Communications - help with website development and maintenance as well as publications and promotional material

· Personnel - co-ordination of the staff recruitment and induction process.  Opportunities for staff development, counselling.

· Internal Audit - verification of internal processes and procedures to ensure compliance with institutional policy.

· Health and Safety 

· Occupational Heath

· Finance Department - budget maintenance and advice both during budget setting process and throughout the year, payroll, payments to suppliers, income from HEFCE and debtors.

· Registry - provision of information

· Student Services - facilities available to students re: careers, learning support, welfare.

The overhead would also include a proportion of corporate costs including:

· External Audit services - the SLN accounts are audited as part of the consolidated accounts of the UoB

· Insurance (building, content and staff)

· Copyright licence

The bid included overheads at 20% - of the £1m income per year, this equates to £200,000, or £600,000 over the duration of the project.

Full economic costing

Full economic costing (FEC) would require overheads to be charged at nearer 40%, ie £1,200,000. This means that effectively, the understatement of overhead costs of some £600,000 (£1,200,000-£600,000) is a form of contribution in kind.

Contribution in kind

As mentioned earlier, the current revised figure for contributions in kind comes to £987,000.

Therefore, the total value for overhead and CIK = £1,587,000.

Given that 1,200,000 of this total value can be allocated to the estimated costs of partner and lead institution overhead, the balance of contributions in kind which needs justifying is £387,000. This will be made of up staff time as a contribution in kind. 

The SLN has been counting staff time as a contribution in kind. This includes any staff who are attending a meeting or conference relating to SLN business, who are not themselves paid SLN staff. Based on the FEC model of costing staff (1,650 hours a year), their hourly rates come out roughly as:

Senior Management Team

£75.00

Heads of School/Dept


£55.00

Principal lecturer


£35.00

Admin staff



£20.00
Current measurements of contributions in kind by SLN partners
The table below sets out the contribution in kind which has been recorded so far (to end June 2007). This has been calculated with a measurement of staff time set out above (attendance at staff development events and meetings). The Board will be updated with the total contribution in kind for 2006-07 as part of the financial report to the Board at the next meeting (October 3, 2007). 
	Year 
	Contribution in kind by partners


	2004-05 (Foundation Year)
	51,000


	2005-06 
	90,635


	2006-07 (to end June 2007)
	81,053


	Total
	222,688


	Total commitment
	387,000

	Total outstanding for remainder of funding period (30 June 2007-31 August 2008)
	164,312








The Board is asked to comment on and approve the revised position on contributions in kind, prepared with finance colleagues at the University of Brighton, and submitted to HEFCE. 
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