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NOTE: We are no longer planning to introduce a memorandum account for goods
for the 2019/2020 financial year, as we will not be moving to full cost recovery
immediately. We will look to move to a memorandum account when we move to

full cost recovery.









e People and Capability
s Policy, Legal and Governance
¢ Comptroller

The various services each corporate service provider provides to internal customers have
been analysed, and the cost of each of those services has been assigned to customer cost
centres based on the volume of each of the services consumed. Those business sustaining
services (e.g. audit) will not be driven to cost centres but to their own activity and then to the
business sustaining part of the cost object in ABC. During the fee setting (a move from cost
to ‘amount to recover’) these business sustaining costs will be attributed to service on the
basis of cost to provide a fully absorbed cost.

This corporate service assignment is the first step within the ABC model. The most complex
part of this, is the costing of the IT services and applications. To facilitate this, corporate
service costs flow down in a cascade (whereby costs can only flow down the cascade, not up
—e.g. if IT were above Finance in the cascade, any usage of IT services such as the running
of the FMIS would be attributed from IT to Finance, however any usage of Finance by IT would
not have the associated cost attributed).

The order of the cascade within the model is:

Level 1: Occupancy costs, depreciation and capital charge

Level 2: People and Capability (P&C)

Level 3: Information Services

Level 4: Comptroller and Finance, Strategy & Performance (FS&P)
Level 5: Policy, Legal & Governance (PLG)

Costs undergo an initial iterative step to ensure that operational and PLG cost centres (being
at the lowest level of the cascade) do not draw unduly high costs relating to shared services
types of activities such as recruitment, FMIS maintenance, accounts payable processing,
Payroll, etc. which are activities that are consumed within all levels of the cascade. As an
example, although FS&P sits lower in the cascade than P&C, P&C will receive some initial
costs from FS&P based on the number of cost centres in P&C and how many accounts
payable invoices each of those cost centres may have required processing, for example.

In effect, this step reflects the complete cost of cost centres undertaking their activities within
the organisation based on the centralised shared services activities it consumes such as:

Centralised Shared Service Activity Driven by

Payroll No. of Employees (by cost centre)

Recruitment No. of New Employees (by cost centre)

General Ledger Maintenance No. of Cost Centres on FMIS (by cost centre)

Accounts Payable No. of APs Processed (by cost centre)

Asset Register Maintenance No. of) Fixed Assets on FA Register (by cost
centre
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Pages 16 - 39 of this document have been
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