24. Guidance on Project Costs

ELIGIBLE PROJECT COSTS

The following notes give answers to common questions regarding eligibility of costs that arise during project development. However, this is just a general guide and does not give full details. Any queries should be directed to Jenny Archard or your Development Worker.  

Capital Costs – What Are They and What Are Eligible Capital Costs?

1. A definition of a capital asset.  The following definition was set by the then ODPM:

A capital asset is a tangible reserve costing in excess of £2,500 which is identifiable and will have a useful life of more than one year. Applications encompassing capital assets are related to physical works that result in the enhancement of an existing asset or the provision of a new permanent asset.

In other words, a capital asset is something the project owns (for example, machinery or a building) that costs more than £2,500 and will have a useful life of more than one year. 
2. .
Eligibility Rules for Capital Projects.  Funding can be used to support costs relating to project activity as long as they are eligible and included in the project application form. The project offer letter will make it clear that claims should only include eligible spending. 

3. Potential Capital Items.  This section looks at potential eligible and ineligible items of capital spending. It also looks at related issues, including any exceptions to the rules. 

The items are grouped under the following headings for ease:

A: Land

Clearing derelict land;
Compulsory purchase order compensation;
Investigating, preparing and clearing sites;
Landfill waste disposal;
Payments for right of access or use of land or buildings;
Planning permission;
Site purchase;
Site servicing and internal services.
B: Buildings

Buying buildings;

Community facilities;
Housing;
Leasing costs;
New and improved access;
Recreational facilities;
Retail facilities.

C: Business and Training Premises

Advance factories;
Industrial, training and research premises;
Managed workspace for SMEs;
Refurbishing accommodation for SMEs;
Workshop units.
D: Environmental Works

Coastal protection work;
Environmental improvements;
Landfill waste disposal.
E: Finances

Contingency fees;
Leasing costs;
Professional fees;
Stamp duty;
VAT;
In-kind contributions.
F: Machinery and Assets

Closed-circuit television (CCTV);
Computer hardware and software;
Fixtures and fittings;
Mobile assets;
Plant and machinery.

G: Infrastructure

Building and improving car parks;
Building and improving footpaths and cycleways;
Energy infrastructure;
ICT capital infrastructure;
New and improved access;
Social infrastructure;
Tourism and visitor infrastructure;
Transport investment.
A: Land.

4. Clearing Derelict Land.  Reclaiming derelict land and associated works are eligible. In practice, this means that land must be set aside for uses that will create jobs and that are eligible for support (for example, reclaiming land to create a retail park would not be eligible, despite the jobs that could be created).

5. Compulsory Purchase Order Compensation.  This is compensation for the costs of buying property as part of compulsory purchase orders. If the applicant have to pay severance payments, these are normally considered as land purchase costs, as they are part of the price of buying the land.  However, if this would bring the land costs significantly above the normal price of the land, it may be better to consider the costs as completely separate.  
6. Investigating, Preparing and Clearing Sites.  Clearing and preparing sites, including decontamination and demolition works, are eligible for support.
7. Landfill Waste Disposal.  Landfill waste-disposal sites are not usually eligible.
8. Payments for Right of Access of Use of Land or Buildings.  These can be eligible. They cover cases where contractors need access to land or buildings, or people need to leave their homes or buildings whilst building work is carried out. 
9. Planning Permission.  The costs of obtaining planning permission are technically eligible. However, as most projects will have this in place before applying for funding, it is rarely an issue.  To accommodate this, subsequent funds could be released subject to the applicant securing planning permission if this was the only practicable way of expediting the project (eg, if the applicant required some form of commitment in order to secure match funding).

10. Site Purchase.  Funding for buying a site is available up to 10% of the total eligible costs of the project in most cases. Individual applications for greater rates of funding will be considered on a case by case basis if the purchase is not speculative. 

11. Site Servicing and Internal Services.  Costs relating to providing or upgrading on-site services, for example, telecommunications, electricity and gas supplies and utilities inside a building such as heating, lighting and plumbing, are eligible. Adjacent offsite infrastructure and services, including limited direct road access for public access and shared public transport, may be eligible. Funding for providing water and sewerage services is available but only within the geographic area of the project.

B: Buildings.

12. Buying Buildings.  The cost of buying buildings, and the land they are built on, is eligible. The price of the building must not be more than the market value for the property, and the applicant must get an independent valuation to confirm the asking price. 

13. Community Facilities. To be considered eligible for funding, facilities should make a direct improvement to people’s ability to access services.

14. Housing.  Housing is not eligible for support. 
15. Leasing Costs.  Finance leases (for example, hire purchase) may be treated as capital costs. For lease costs to be considered eligible, they must show that leasing provides better value for money than buying.  An operating lease is not automatically acceptable as a capital cost because the person granting the lease does not necessarily depend on the first lease to cover their costs (the operating cost could then be treated as a revenue cost). Operating leases need to meet both of the following conditions if they are to be considered eligible as capital costs: They should involve enough payments to cover the costs of assets. The applicant should keep the assets during the life of the project or the life of the Programme, whichever is longer.
16. New and Improved Access.  Building new roads or other related improvements, such as junctions that provide direct access to areas supported through LAG funds may be eligible. Roads that are part of the on-site infrastructure are eligible. Non-site-specific road improvements are not eligible.
17. Retail Facilities.  Retail facilities are not normally eligible. The reason behind this is that support for retail facilities will not help economic development and that improved performance for one facility will negatively affect similar activity elsewhere. There may be very rare exceptions, for example, in target communities where providing or improving a retail outlet will not replace what is already there because there are only a small number of these outlets already, and poor market conditions. 

C: Business and Training Premises.

18. Advance Factories/Workshop Units/Managed Workspace.  Advance factories, workshop units and managed workspace are eligible for funding.  If business premises are supported through LAG funds, there are a number of rules that will apply to this support. These are as follows:
The rent charged to the tenants should be at the current market rate in the area;

The tenants should be SMEs;

The premises should not be built to meet the specific needs of a single user for the economic lifetime of the investment;

All businesses whose activities help to create or safeguard permanent jobs, except direct consumer services (eg, retail) are eligible as tenants. 
19. Industrial, Training and Research Premises.  In general, new or improved facilities must show there is clear evidence that SMEs’ and target communities’ need for the facilities in the region are not being met elsewhere. They must also show that most resources are targeted at the people who should benefit rather than increasing or improving the organisation’s own capacity for training. Costs relating to associated structures, such as living accommodation and features which are not essential such as recreational, catering or sport facilities, are not generally eligible.
20. Refurbishing Accommodation for SMEs.  If refurbishing business space, for example, workshops, businesses can receive aid if they are to be occupied by non-retail or non-residential (for example, hotels) SMEs. The project must also show that it will improve facilities – a straightforward replacement project would not be likely to attract grant, neither would essential repair or maintenance works.
D: Environmental Works.

21. Coastal Protection Work/Soil Conservation.  Coastal protection, soil conservation and infrastructures with an exclusively agricultural bias cannot be supported because they may be able to be supported through other programmes. Coastal protection work that can be supported must be part of a larger project to create jobs (for example, an industrial site).
22. Environmental Remediation/Landscaping.  Projects that restore land or derelict sites must show that the improved area will be available for productive development (that is, to create jobs in eligible sectors). Environmental remediation works can be supported if they contribute to the aims and objectives of the appropriate funding stream, eg, landscaping and similar work may be supported if it is an essential part of a scheme to develop a site or building. Stand-alone landscaping will not be supported. Environmental remediation works in targeted communities are allowed if the scheme will provide training or employment for local residents. 

23. Landfill Waste Disposal.  Landfill waste-disposal sites are not eligible for Devon Renaissance funding.
E: Finances.

24. Contingency Fees.  Contingency fees will only be funded in that, at Full Application stage the applicant should list out the contingency elements of the costs (these should be listed out on the cost category line to which they actually relate. As payments are in arrears against defrayed expenditure, this does not present an issue other than in terms of spend profiling. 

25. In-Kind Contributions.  In-kind costs for capital projects are limited in terms of eligibility. To be eligible, there must be a change of ownership of assets or land. Types of In-kind contributions could be professional services (eg, architects), materials (eg, paving slabs) and land.

26. Leasing Costs.  Finance leases (for example, hire purchase) may be treated as capital costs. For lease costs to be considered eligible, they must show that leasing provides better value for money than buying. An operating lease is not automatically acceptable as a capital cost because the person granting the lease does not necessarily depend on the first lease to cover their costs (the operating cost could then be treated as a revenue cost). Operating leases need to meet both of the following conditions if they are to be considered eligible as capital costs: They should involve enough payments to cover the costs of assets and assets should be kept during the life of the project or the life of the Programme, whichever is longer.
27. Professional Fees.  Spending on professional fees must be directly linked to carrying out physical works. Professional fees will normally be limited to 12.5% of the total eligible capital costs. In applications where proposed fees are higher than 12.5%, detailed reasons should be supplied for this. Applicants should claim consultants’ fees according to the appropriate professional scales, for example, the Royal Institute of Building Architects’ scale for architects’ fees. Financial charges such as interest charges, foreign exchange commissions, fines, financial penalties and expenses for legal procedures related to the capital project are not eligible. The cost of legal fees for advice, and drawing up legal documents, and the costs of technical or financial expertise necessary for preparing and carrying out the project, are eligible if they are directly linked to the project.
28. Stamp Duty.  Any stamp duty or legal fees paid when buying land are eligible. These would normally be considered as land acquisition costs, as they are part of the price of buying land.
29. VAT.  VAT that can be recovered, refunded or offset is not eligible. If the project is not able to recover VAT and so have to pay the full cost, the VAT is eligible for funding.
F: Machinery and Assets.

30. Computer Hardware and Software.  This could be either capital or revenue costs. Hardware is eligible for support. Operating software and related upgrades (for example, Windows) are only eligible as capital spending when they are provided with computer hardware that is also part of the application.

31. Fixtures and Fittings.  Spending on items such as computer equipment and related essential furniture may be eligible if the items are important for activities of the project.  
32. Mobile Assets.  The term ‘mobile asset’ is used to describe assets that can be removed and used elsewhere, such as office equipment and machinery or computer equipment.  They may be eligible if they make a valid contribution to the project. The term can also be used to describe vehicles. These are not generally eligible for support.
33. Plant and Machinery.  Plant and machinery that cannot be moved (and the costs of their installation), including information technology equipment for research and development projects, are eligible for support. Mobile plant and machinery may be considered eligible (see mobile assets above). Replacement or maintenance items, will not normally be eligible.
G: Infrastructure.

34. Building and Improving Car Parks.  Stand-alone car parks are not eligible. Providing a car park may be eligible if it is part of a larger project for developing a site or premises. Numbers of car parking spaces should not be higher than the standards agreed by the local planning authority. If there are more spaces than set out in the standard, they will not be eligible for grant.
35. Building and Improving Footpaths and Cycleways.  Improvements to footpaths and cycleways are not likely to show any economic benefits in their own right and will only be eligible for support if building them provides training or employment for the residents of target communities or they are a distinct and important part of a project (eg, a sustainable tourism project).
36. Energy Infrastructure.  Major investments in public energy infrastructure cannot be supported (for example, power stations, pipelines and so on).  However, the programme may help SMEs to improve energy efficiency or use other energy sources.
37. ICT Capital Infrastructure.  ICT capital infrastructure is not usually eligible for support. In this context it is defined as providing broadband networks such as cabling. This is a potentially profitable activity and the European Commission has said that investment should come from telecom operators' own resources or by borrowing, if appropriate, from the European Investment Bank (EIB). This means that public intervention is not really necessary in this field unless strict conditions are met, and unless the work would not otherwise take place.  This may well be the case in rural areas, however specific eligibility advice should be sought.
38. New and Improved Physical Access.  Building new roads or other related improvements, such as junctions that provide direct access to areas supported by the project may be eligible. Roads that are part of the on-site infrastructure are eligible. Non-site-specific road improvements are not eligible.
39. Transport Investment.  Major investments in public transport infrastructure cannot be supported. 
40. Revenue Costs – What Are They and What Are Eligible Revenue Costs?

41. A definition of Revenue Spending.  

Revenue spending is the money spent on items (not including fixed assets such as machinery), which are normally the 'running costs' of a project. 

Revenue costs cover a project which, provides a service or support (for example, a business support project that advises a company about new manufacturing processes). These costs might include such items such as salaries, recruitment costs, heating, renting or leasing premises, rates, marketing and publicity costs.
42. Potential Revenue Costs. Costs can be supported that relate to project activity as long as they are eligible and included in the project application form. The project offer letter will make it clear that claims should only include eligible spending. The following points explain potential eligible and ineligible items of revenue spending. If parts of a project are not clearly eligible for support, the project should seek guidance from (local contact).
The items are grouped under the following headings for ease:

A: Delivery vs Other Costs
B: Staffing
Staffing costs (including backfilling), and associated pension costs, travel and subsistence;

Childcare and dependency costs.
C: Running Costs

Consumables and Operating Costs;
Hiring and leasing equipment;
Marketing and publicity;
Overhead costs;
Subcontracting.
D: Buildings

Depreciation;
Mortgage payments;
Operating costs;
Renting and leasing buildings.
E: Finances

Audit, Legal and Accountancy Charges;
Banking charges;
Monitoring & Evaluation and Management Fees;
Financial charges;
Professional fees;
VAT.
F: In-kind

A: Delivery vs Other Costs – the 90-10 Rule.  

Other than in exceptional circumstances (agreed by the Programme Management), at least 90% of the total costs of the project must be incurred in directly delivering the service or product to the beneficiaries. This means that projects can include salary or consultancy costs and the associated overheads if they are directly related to the specific time spent delivering the product or service. Any other project costs, eg, the salary of a project co-ordinator or marketing and publicity costs, can only use the other 10% of the approved project costs. This is known as the 90-10 Rule.

As an example, in a project delivering business support to rural SMEs, 90% of the costs incurred must relate to the costs for the trainers and advisors delivering the support (including reasonable on-costs in relation to travel and reasonable overheads in relation to desk rent, apportioned utilities costs and other costs in direct support of delivery such as venue hire and the production of training materials. The other 10% of approved costs must cover all things such as marketing the project, any legal fees associated with drawing up contracts (eg, for sub-contracting), monitoring & evaluation of the project and any associated management fees and costs (eg, the project management, line management, financial management and administration).
B: Staffing.

43. Staff Costs.  Staffing costs will be eligible for staff who are involved in the project if the project can clearly show that those people are doing work which is separate to their usual jobs.
All staff costs included in a project must be actual costs. In some exceptional cases (and only with prior agreement with the Programme Management Team), notional costs can be used if you can prove that you do not have the actual costs, for example, volunteer time (classified as in kind) or self-employment rates. Actual costs should include National Insurance and superannuation if these apply. Projects must be able to separate out costs for each individual as they will be required to invoice these costs at this level of detail on their claim forms. 

	Example Salary Rates

	Position
	Lower
	Upper
	Average

	Operations Director
	£36,000 
	£60,000
	£48,000

	Operations Manager / Programme Manager
	£26,000 
	£45,000
	£35,500

	Project Manager
	£21,600 
	£33,600
	£27,600

	Office Manager
	£18,000 
	£33,600
	£25,800

	Finance Officer
	£18,000 
	£33,600
	£25,800

	Project Officer
	£18,000 
	£28,800
	£23,400

	Project Support
	£18,000 
	£24,000
	£21,000

	Specialist Administrator
	£14,000 
	£21,600
	£17,800

	Administration Officer
	£14,000 
	£20,000
	£17,000

	Customer Services Assistant
	£13,000 
	£19,200
	£16,100

	Administration Assistant
	£13,000 
	£18,500
	£15,750

	Database Administrator
	£12,000 
	£18,000
	£15,000

	Switchboard Operator/Receptionist
	£12,000 
	£16,800
	£14,400

	Post Room Assistant
	£12,000 
	£15,600
	£13,800


Overhead costs (such as Rent & Rates, Utilities, telephones, etc) should be actual and capable of being invoiced separately and audited as such. This is a complex area and the financial systems necessary to collate this data are must be set up from the outset – doing this retrospectively would in some cases be impossible.
44. Backfilling.  Where a funded member of staff is seconded, redeployed, or carries out other duties as part of their role, and this is backfilled using other members of staff, the costs of backfilling are eligible.
45. National Insurance, Pensions, Travel & Subsistence and Training.  There are no limits on the costs associated with employees/er’s National Insurance and pensions superannuation, so long as these are reasonable. Travel and Subsistence costs and training costs associated with project activity similarly have no specific limit. The caveat on all of this is that they should be reasoned beforehand when drawing up the spend profile and able to be audited; clearly National Insurance and Pensions costs will be auditable through payroll and it is advisable that projects set up timesheets and expenses forms to record and monitor the travel and subsistence costs. 

46. Childcare and Caring for Dependants. Childcare or caring for dependants can be supported through projects if this is enables beneficiaries to access the project.  

Eligible costs would be those associated with providing care for dependants either as a direct cost to a beneficiary on a supported programme if the beneficiary is funded for the appropriate costs, or as support for crèche costs if these relate directly to caring for the dependants of beneficiaries on the project.   

47. Pension Schemes. As highlighted above, superannuation (if it is related to staff time employed on, and charged to, the project) is eligible. Payments into private pension schemes are not eligible for support.  

48. Travel and Subsistence. travel and subsistence costs for project staff, including staff training and going to conferences that relate directly to the project, are eligible for support. In terms of project beneficiaries, travel and subsistence costs for beneficiaries taking part in projects are also eligible for support. These can be included either as an allowance paid to beneficiaries, for example, £10 a week, or as a refund of actual costs to beneficiaries. Projects should ensure (and be able to prove they have done so) they achieve best value when incurring travel and subsistence costs (eg, hotel rates, train fares, etc should be reasonable and appropriate).
49. Travel and subsistence costs for things that have a taxable benefit (if an individual has run up costs but is not responsible for paying them) are not eligible for support. This is usually in the case of when a company car is included in a job's package – the costs of using a car would not be eligible.

C: Running Costs.
50. Consumables and Operating Costs. Small items of equipment with a value of less than £2,500 or an asset life of less than one year can be classed as revenue spending. This will include individual pieces of IT hardware as well as items such as postage, stationery etc necessary to ‘operate’ the project. Other costs such as photocopying and telephone bills are classed as operating costs and are eligible for support.

51. Hiring and Leasing Equipment. Operating leases are accepted as a revenue cost because the lessor (the person or organisation who is doing the leasing) does not necessarily depend on the first lease to cover their costs. Finance leases or hire purchase arrangements are not eligible for revenue support and should be classed as capital spending.

Leasing contracts should include an option to buy, or provide a contract for a minimum leasing period that is the same as the useful life of the asset. The maximum amount eligible for funding must not be higher than the net market value of the asset leased.  Other costs connected with the leasing contract (tax, lessor's fees, refinancing costs, overheads, insurance charges and so on) are not eligible expenditure. If a leasing contract is for a period longer than the life of the project, Devon Renaissance will only pay eligible costs up to the end of the project. Projects should show the costs of hiring or leasing equipment, including irrecoverable VAT that (if this applies), as well as the period covered in all your calculation.
52. Marketing and Publicity. Marketing and publicity costs, including advertising costs, are eligible for support if these relate directly to promoting what the project will deliver. Projects must give full credit for the funding received in any publicity materials or marketing initiatives.

53. Overhead Costs. Projects can include a reasonable level of overhead costs as eligible costs (this should reflect actual costs but should not normally be higher than 100% of labour costs). Eligible items of overhead costs include rent, rates, lighting and heating and so on. In the quarterly reporting, projects will be expected to be able to invoice for these overheads clearly and distinctly; it is therefore essential that (particularly in the cases where a project is drawing on rented space and utilities that are not wholly in support of the funded project activity) the method by which these overheads will be calculated must be clarified and agreed during the project development phase.

54. Subcontracting. Subcontracts to other organisations to deliver part of the project are eligible.  There should be no more than two levels of subcontracting within a project.  Projects should only subcontract if this is necessary and adds value to the running of the project. Subcontracts with intermediaries or consultants in which the payment is set out as a percentage of the total cost of the operation are not eligible for support.

Projects must be able to provide adequate audit trails for all subcontracts. Any subcontracts should be let in accordance with accepted procurement and competitive tendering procedures.

D: Buildings.

55. Depreciation of Owned Equipment and Premises. Depreciation is the cost of buying plant, equipment (fixed assets) and buildings and spreading the costs of those assets (less any residual value) over their useful life. Residual value is the amount you may be expected to sell the asset for at the end of its life. Depreciation costs are not usually deemed eligible in projects.  

56. Mortgage Payments. Mortgage payments will normally be considered as capital spending.  In general, endowment mortgages are not eligible for support.  Repayment mortgages where only costs associated with paying the capital (the original amount borrowed) of the mortgage (not including interest) are included may be eligible.

57. Operating Costs of Premises. Spending that is directly related to delivering a project, for example rent, lighting and heating are eligible (apportioned as appropriate). Spending that is classed as not eligible includes premises’ insurance and routine repairs and maintenance, other than where the building is solely dedicated to the delivery of the project.

58. Renting and Leasing Buildings. Eligible spending will only relate to the premises needed for delivering the project. If only part of the premises is used for this purpose, the amount charged to the project should be apportioned in relation to the space that has been used. Notional rental charges if a project’s Managing Organisation own the premises, or for premises occupied rent-free, will not normally be eligible.

Removal costs and early payments of an existing lease may be acceptable to allow the project to move to more suitable premises if this is essential to the project.

E: Finances. 

59. Audit, Legal and Accountancy Charges. The cost of legal fees for advice, drawing up legal documents, and the costs of the audit or accountancy services needed for carrying out a project can be allowed as eligible spending if they are directly related to the project and are necessary for preparing or carrying out the project properly. These should include sufficient profiled costs for the audit requirements associated with practical and financial completion.
All projects are required to provide a copy of the last full set of audited accounts in support of the project’s Practical Completion Report. This should therefore be budgeted for at application stage. The cost would vary depending on the scale of the Managing Organisation and whether a full set of audited accounts were available, or whether a financial accountant was required to conduct the audit. As Companies House, the Charities Commission, etc do not require all organisations to register externally audited accounts (the nature of the Managing Organisation and their turnover will determine the exact requirements), many organisations will not have a full set of audited accounts. Establishing at the outset whether a full set of audited accounts is available is important.

Typically projects should allow between £500 and £2,000 for audit costs.

60. Banking Charges. No banking charges are eligible for support.

61. Monitoring & Evaluation and Management Fees. Costs for monitoring and evaluating projects are eligible for support, as are management fees charged to the project (covering items such as line management, project direction/oversight of project/financial management, etc).
62. Financial Charges. Financial charges, such as interest charges, foreign exchange commissions, and fines, financial penalties and expenses for legal procedures, are not eligible.  

63. Professional Fees. Spending on professional fees if these are linked only to the project are eligible. Professional fees will normally be limited to 12.5% of the total eligible revenue costs.  If the proposed fees are more than 12.5% a detailed justification would be required from the project. Consultants' fees should be charged according to the appropriate professional scales. Examples of the types of eligible professional fees might be fees charged by the FSA for advice to a Credit Union project on the legal requirements of becoming a lender.
64. VAT. VAT that can be recovered, refunded or offset is not eligible. If a project is not able to recover VAT and must pay the full cost, the VAT is eligible for funding.  
F: In Kind Contributions. 

65. In-kind contributions from individuals, which add value and can be given a monetary value, may be eligible spending. Each project would be considered on its merits. In-kind contributions must be able to be audited independently. If the in-kind contributions relate to the time spent on the project by staff, a project can list the cost of those individuals by using timesheets, and the actual salary costs of the individuals concerned. Charge-out rates are not eligible. This is important, as projects will need to justify the cost in the project and cannot include any 'profit' costs.
In-Kind costs should not exceed 10% of total project costs. Projects proposing a funding package where In-Kind is greater than 10% will be considered on a case by case basis but must provide a very strong justification for proposing to do so.
66. Other Selected Revenue Costs.  Revenue costs such as marketing, professional fees and consultancy will vary enormously from project to project, dependent on the mode of delivery as well as the project’s scale. However, certain office costs should be more predictable. The indicative Management/M&E costs, audit costs supporting the requisite Practical Completion Report at project’s end and Admin & Office Running costs (telephone, stationery, desk rent, etc) are given in table 13 below. These are based on the Programme’s own charge out rates.

67. Indicative Capital Project Costs

Capital projects vary hugely in terms of cost, often skewed by local factors beyond the actual construction of the building (eg, remediation of contaminated land, provision of enhanced access, routing of services/utilities, etc). Table 13 below summarises the indicative costs
 for a variety of building types and provides an example of a costed proposal.

The prices shown in this guidance note are average prices for selected typical building types, designed to achieve a BREEAM
 "very good" rating, based at 2008 tender rates (annual tender price inflation is running at circa 5% per annum).  The rates also assume that the prevailing ground conditions on site are "reasonable". It should be noted that the rates given for the individual building types do not allow for external works, furniture, IT & Computers, loose or special equipment and are exclusive of professional fees & VAT (all deemed to be ‘Client Costs’) - an example building cost estimate has been prepared, which attempts to build in these costs to give a realistic picture of the total costs of a capital build.

68. The building rates per m2 given are based upon the total floor area of all storeys measured between external walls and without deduction for internal walls, columns, stairwells, lifts and the like.

69. It should be noted that the cost of external works and external services vary considerably from building to building. The indicative rates provided together with the example estimate will not necessarily apply to all building projects. It should also be noted that cost of site "abnormals", eg, poor ground conditions (necessitating piled foundations) or contamination are excluded from the indicative rates.
70. Finally it should be stressed that the following rates are a guide only and represent indicative price ranges for typical buildings only. They do not seek to identify either extremes or worst case scenarios.
Typical Capital Build Project Costs
	
	Guide Rates
	Remarks
	Lower
	Upper
	Average

	1
	WORKSHOPS
	 
	 
	 
	 

	a
	Factories for Letting (including Lighting, Heating & Power )
	per m2
	500
	660
	580

	b
	Nursery Units (including Lighting, Heating & Power )
	per m2
	610
	940
	775

	c
	Owner occupation for Light Industrial
	per m2
	720
	940
	830

	2
	OFFICE SPACE/INNOVATION CENTRES
	 
	 
	 
	 

	a
	Good Quality Business Park Offices - less than 2,000m2 open plan
	per m2
	1050
	1,270
	1160

	b
	Good Quality Business Park Offices - more than 2,000m2 open plan
	per m2
	990
	1,270
	1130

	c
	Upgrade the above  rates for "high degree" of sub-division
	per m2
	170
	330
	250

	3
	COMMUNITY BUILDINGS
	 
	 
	 
	 

	a
	"Sure-start" Buildings
	per m2
	1,540
	2,210
	1875

	b
	Health Centres
	per m2
	1,380
	1,430
	1405

	c
	Welfare Centres
	per m2
	1,490
	1,760
	1625

	e
	Day Centres
	per m2
	1,320
	1,760
	1540

	f
	General Purpose Halls 
	per m2
	1050
	1,540
	1295

	g
	Visitor Centres
	per m2
	1,380
	2,320
	1850

	h
	Youth Clubs
	per m2
	990
	1,430
	1210

	j
	Arts and Drama Centres
	per m2
	1,430
	1,650
	1540

	4
	OFFICE REFURBISHMENT
	 
	 
	 
	 

	a
	"Minor" refurbishment
	per m2
	280
	550
	415

	b
	"Medium" refurbishment
	per m2
	550
	990
	770

	c
	"Major" refurbishment (including structural repairs)
	per m2
	990
	1,650
	1320

	5
	EXTERNAL WORKS (in addition to the above indicative rates)
	 
	 
	 
	 

	a
	Disposal off-site rate for uncontaminated material
	per m3
	25
	30
	27.5

	b
	Disposal off-site for contaminated material - costs vary considerably
	per m3
	90 
	240
	165

	c
	Imported suitable fill material
	per m3
	20 
	30
	25

	d
	Imported Topsoil
	per m3
	17 
	22
	19.5

	e
	Hard Landscaping / Paving
	per m3
	45
	70
	57.5

	f
	Soft Landscaped areas - lightly planted
	per m3
	8
	11
	9.5

	g
	Surface Parking
	per m3
	45
	55
	50

	h
	Pavements 1.8m wide including kerbs
	per m2
	55
	75
	65

	i
	Not adoptable Feeder Roads - 6m wide including lighting & drainage
	per m2
	500 
	610
	555

	j
	Adoptable Two lane Roads - 7.3m wide - including lighting & drainage
	per m2
	830 
	940
	885

	k
	New Site Entrance off highway / roundabouts
	site specific
	N/A
	N/A
	N/A

	l
	Building Drainage
	per m2
	11
	17
	14

	m
	Site Drainage / m2 of paved area (excluding attenuation)
	per m2
	10
	30
	20

	n
	Incoming Services – Gas, Water, Electricity, Telecom’s, etc 
	site specific
	N/A
	N/A
	N/A

	o
	Services runs in trenches
	per m
	45
	45
	45

	p
	External Lighting to Pedestrian areas & Estates - per bollard
	each
	280
	390
	335

	q
	Fencing
	per m
	20
	50
	35

	r
	Street Furniture, Bin Stores, Cycle Racks etc 
	site specific
	N/A
	N/A
	N/A

	s
	Add 15% to above external works rates for Contractors Preliminaries
	 
	N/A
	N/A
	N/A


Example Project Costing

Construction of 500m2 of Good Quality Offices, where the site is standard and presents no particular challenges
	Basic Building Cost
	Size / Notes
	Rate
	Cost

	2a
	Good Quality Business Park Offices  - largely open plan
	500
	1,160
	580,000

	2c
	Upgrade the above for "high degree" of sub-division
	500
	250
	125,000

	 
	Site Abnormals – eg, piling contamination 
	Assume nil
	0
	0

	Sub-total 
	705,000

	
	
	
	
	

	External Works

	 
	Site Preparation and earthworks
	Estimate
	7,500
	7,500

	5a
	Disposal of un-contaminated material off-site
	200
	0
	0

	5c
	Imported suitable fill material 
	150
	0
	0

	5e
	Car Parking - 20 spaces 
	500
	0
	0

	5e
	Hard Landscaping
	150
	0
	0

	5f
	Soft Landscaping
	350
	0
	0

	5i
	Main Access Road ( from existing entrance)
	50
	0
	0

	5l
	Building drainage
	500
	0
	0

	5m
	Site drainage
	500
	0
	0

	5n
	Incoming Services
	Estimate
	10,000
	10,000

	5p
	External Lighting
	Estimate
	2,500
	2,500

	5q
	Fencing
	100
	0
	0

	5r
	Street Furniture, Bin Stores etc
	Estimate
	1,500
	1,500

	Sub-total 
	21,500

	5s
	Main Contractor's Supervision & Preliminaries  
	@ 15%
	 
	3,225

	External Works Total
	24,725

	 
	 
	
	
	

	Construction Contingency   
	@ 10%
	 
	72,973

	 
	
	
	
	

	Total Construction Costs 
	802,698

	
	
	
	
	

	Client Costs
	 
	
	 
	 

	 
	Professional Fees 
	@ 10%
	 
	80,270

	 
	Allowance for Planning & Building Regulations Fees
	Estimate
	5,000
	5,000

	 
	Allowance for IT, loose furniture, fittings & equipment
	Estimate
	150,000
	150,000

	 
	Allowance for Inflation 
	@ 3% pa
	 
	24,081

	Client Costs Total
	 
	
	 
	259,351

	 
	
	
	 
	 

	SUMMARY
	£
	Rounded
	£/m2

	Basic Building Cost
	705,000
	705,000 
	1,410

	External Works
	24,725
	25,000 
	50

	Construction Contingency   
	72,973
	73,000 
	146

	Client Costs
	259,351
	259,000 
	518

	Client Contingency @ 10%
	106,205
	106,000 
	212

	VAT @ 17.5%
	204,444
	 204,000 
	408

	Total Project Cost
	
	1,372,000
	2,744


� These indicative capital costs were prepared for SWRDA as benchmark costings by Davis Langdon, a Cost Management Consultancy.


� This standard is set as the ‘default’ standard that Devon Renaissance-funded capital projects should seek to achieve. However, given that factors such as geographical proximity to service centres and physical access to the site affect the rating, this is reviewed on a project by project basis, to ensure those projects benefiting communities/groups in rurally isolated areas are not disadvantaged by having to pursue a rating that would be cost prohibitive to achieve. In addition, refurbishing redundant buildings (as in RBGs) can have implications in relation to the target BREEAM standard as existing building layouts, locations and materials will have to be used, placing that project at a significant disadvantage in relation to a ‘new build’.
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