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Module 5: Financial, Resource and Risk Management
Introduction
As a researcher, you will need to exercise financial control over your projects. To do this you will need to
be financially literate and have a clear understanding of the financial processes associated with research
projects. Specifically, you will need to understand how to accurately cost research bids as part of the
grant application process, how to prepare and monitor budgets, how to assess and manage risk, and how
to interpret financial reports. You also need to understand the importance of financial control and the
audit requirements associated with research projects.
This module comprises independentstudy online learning material that needs to be reviewed prior to an
endofmodule workshop. The total time commitment (including the workshop) is in the order of 10 hours.

Aims
The aim of this module is to equip you with the financial skills to properly cost, manage, and report on
research projects for which you are responsible.

Learning outcomes
After completing this module you should be able to:
Prepare a realistic funding request for a project;
Prepare a budget for your project;
Correctly interpret a project budget statement;
Identify and manage risks and other issues that may arise during your project; and
Prepare a financial report relating to your project.

Content overview
The module comprises the following topics:
Topic 1: An introduction to research project financial management
Topic 2: Costing research proposals
Topic 3: Preparing and managing a research project budget
Topic 4: Risk assessment and management
Topic 5: Financial reporting

Module facilitator at you University
You will be advised of the module and workshop facilitator and the timing of the workshop by email.

Workshop details
There will be a 4hour workshop associated with this module.
Acknowledgements
The first version of this module was developed for Monash University by Birch Consulting Group,
Melbourne.
The module was revised in 2011/2 by The University of Western Australia.
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Accessing the module material
Now that you have read the module introduction you can access and navigate your way through the
module content via the Module 5 Organiser link in the navigation bar at the top left of this page or in the
bar below.
If you wish to print this page you can generate a pdf file via this printer icon [
]. A pdf file for each
topic in this module can be generated using the printer icon to the left of each topic title on the
Organiser page.
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Online reading materials for participants
Participants are required read the online materials prior to attending the workshop.
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Module review and
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Checklist
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Module 5: Financial, Resource and Risk Management
Topic 1: Understanding financial information and reports
The first step in good financial management of your research project is to build a broad understanding of
how research funds management operates. This initial topic offers you an overview of the principles that
underpin effective research project funds management and how those processes fit into the project
management cycle.

Learning outcomes
After completing this module you should be able to:
Outline the different financial processes that need to be reflected throughout the project’s life cycle;
Identify the full costs of a research project; and
Define direct and indirect costs.

Topic content
1.1 The financial management cycle of a research project
1.2 Costing principles

Activities
Activity 1: The research finance context at your university
It is very important to realise that you do not need to work through your financial management in isolation.
Your university is keen to ensure you have the correct information at your fingertips and that you can seek
suitable help when needed. In this first exercise, you will need to visit your university website and/or talk
with colleagues in your faculty to identify the information you can access and the sources of support
available to you.
Try to identify some additional useful sources you might access – particularly in your faculty or school. You
may find that there are a range of areas, including the research or grants office, financial services, faculty
finance officers, faculty or school managers, and experts in your own research area. While you are
reviewing this information, take note of any university requirements that you may need to meet in terms of
managing your project.
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Topic 1.1: The financial management cycle of a research project
The financial management of research projects operates across many stages, from the initial process of
developing a proposal for funding, through the ongoing dispersal of those funds to meet the agreed
commitments, and finally, the reporting of expenditure to show that the funding was appropriately
deployed.
In reading this module, it is important to be aware of your own university’s requirements and expectations
as to how the funding process operates. You will find that there are many sources of support that you can
access. These may include your faculty or school financial experts, your research office, and research
advisers who are employed to assist you. You should also be able to access considerable information from
your university website on the process that operates in your institution. This may include information about
required forms that must be completed, reporting deadlines, and sources of expertise that will be helpful to
you in costing and managing the research expenditure. At The University of Western Australia, for example,
all grant applications must be routed through the Grants Office to ensure they are properly costed.
Similarly, formal acceptance of the grant and the setting up of the project files must occur before funds are
released to a project.
Typically, your research project may follow a similar path to that illustrated in Figure 1. There will be many
points in this process where you will be applying good financial practices to ensure the project runs
smoothly.

Click here to view Figure 1(PDF)
As Figure 1 illustrates, at each stage of the project you will be involved in some form of financial
management or oversight. These are not hard tasks, but they do need to be undertaken regularly.
Module 1 offered a set of guidelines for financial management as part of the full project management
checklist. A copy of the section relating to financial management has been extracted and is included as a
resource for your use. (See: Handout 1: Financial management checklist for a research project). It is a
useful practical guide as to what steps should be taken during each part of the project. We will explore
these elements more fully in the rest of this module.
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Topic 1.2: Costing principles
Research projects can be challenging, because once the project is funded the researcher must keep to the
agreed allocation. To ensure this happens, each researcher must ensure the estimates were accurately
made in the first place.
Many research projects are inadequately costed. A frequent reason is that detailed analyses of the real
resource needs may not have been undertaken. (See ‘Module 1: Research Strategy and Planning’ for an
explanation of ‘work breakdown structures’ that can help your properly estimate the time required to
execute your research tasks.) Another cause of undercosting occurs when the researcher overlooks a
range of costs that should be included in estimates. This next section outlines some of the costing
principles that have to be reflected in your budget planning and expenditure to ensure your project is
properly supported.

1.2.1 Full costing
Full costing means that all costs associated with the project are accurately identified, estimated, and
explicitly noted in the funding bid. This is critical to successful management of your project.
Sometimes your project will only receive partial funding. This can occur if:
You are seeking support from nationally competitive sources, where full funding is rarely awarded
because of limited funds.
The funding source does not cover administrative, technical, and other overheads that need to be
funded through the grant; or
The costs are not covered in the type of funding that is allocated through that funding body.
Partial funding makes it even more critical that all costs are clearly identified and justified. With a clear
understanding of all costs, you can make an informed decision about how you might address the shortfall. It
may be possible to seek support from your school or faculty, or to explore other funding sources to assist
with the balance. In the first instance, you need to be accurately informed of the real costs that the
project will incur.
Universities expect to cover some standard costs that occur as a result of research work. For example,
staff members on a research project will potentially have a range of benefits, including annual, sickness,
longservice, and parental leave. The project team will anticipate receiving services from a range of
sources, including the research office, financial services, legal services, human resources, the library,
information services, etc. All of these services are part of the university infrastructure. When costing your
research project, you will need to ensure you have covered all costs – both those you directly manage
yourself and others that are overheads handled by the university. The rate and charges levied by the
university will be different in each institution, and they may also vary according to the type of grant or
research project. A consultancy project, for example, may be charged a higher levy than a research grant.
The 1996 Guidelines issued by the then Australian Vice Chancellors’ Committee (AVCC) for the costing and
charging of university research provide a reference point for this subject. Column 3 of Table 1 illustrates the
many costs that may need to be included when you are estimating your research costs.
Table 1: Full Costing of Research Grants

Cost

Definition

Examples

Total direct payroll
costs

the salary and salary on
costs of all staff directly
involved with the project

salaries of all academic and professional staff
(including fractional time) involved in the
project;
all relevant salary oncosts, including advertising
and payroll tax;
superannuation, workers compensation, long
service leave, leave loading;
other leave, training, travel, appointment and
relocation costs

Direct project costs

the costs of consumables,
travel, equipment, etc, for
the work of the contract
or project

materials, supplies, and component parts;
equipment costs specially required for the
project such as freight, installation, minor works,
and maintenance;
travel and field expenses;

reporting expenses including printing,
photocopying, and binding costs;
project management services;
animals;
sample survey reports;
special library materials
Direct costs for
specific services

the total direct payroll
costs of support for
people for the time that
they are dedicated to the
project

secretarial and technical support;
external professional services

Major capital costs

the costs of large items of
equipment and facilities,
provided wholly or
substantially for the
project

special space requirements (usually charged at
commercial rates);
building works;
provision of major capital items

Infrastructure costs

the costs of providing
overheads and general
support for the work such
as the contribution to
libraries, general
workshop, and
administrative support

general technical support;
accounting and administration services;
building maintenance and running costs;
ICT and communications;
library and information services;
workshops;
use of existing equipment;
office support and secretarial services;
office and laboratory space;
amortisation of buildings
(Source: AVCC 1996, p. 13).

1.2.2 Direct and indirect costs
When you estimate the costs of a research project, you need to identify both direct and indirect costs.
Direct costs are clearly linked to your project as expenditures necessary to undertake the core activities.
They include:
The salary costs of all staff directly employed in the project
Experimental equipment and resources
Licenses and software that are purchased for use by the research group.
Indirect costs are expenditures that will be levied against the project, but may be less directly identified as
part of the project, as they are generally hidden. For example, the costs of staff are much more than their
direct salary or wages. In addition to the salary component, there are other overheads that need to be
covered, including the costs of payroll tax, insurance, workers compensation, and the provision of various
services that assist staff. Each university calculates these overheads slightly differently and you should be
familiar with how they are assessed. When requesting funding for a research staff member, then, it is
critical to make sure that sufficient funding is gained to cover both direct and indirect costs.
Further, your university operates a number of support services that have, for efficiency purposes, been
centralised to provide essential services to the whole university. Research projects that rely on the library,
central services, IT, and other support groups will be required to contribute to the upkeep of these services
through an infrastructure levy. These are another example of indirect costs.
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Topic 2: Costing research proposals
Costing your research takes practice and it needs time to identify key sources that have to be accessed.
This topic will offer you some insights into the processes you might employ in costing your research.
The first step in effective financial management is to ensure your project is accurately scoped and fully
costed to support the work to be undertaken. This is a stage where many researchers come undone. They
may underestimate the resources required or fail to include some of the hidden costs. Your ability to
accurately cost research projects is a vital skill that will ensure you can actually do the research you have
proposed.
In this topic we will look at some examples to illustrate the concepts.

Learning outcomes
After completing this topic you should be able to more accurately cost your research proposals through:
Recognising the importance of accurate costing;
Incorporating direct and indirect costs; and
Calculating the full costs of employing staff.

Topic content:
Read the following notes:
2.1
2.2
2.3
2.4
2.5
2.6
2.7

Reviewing your project budget needs and priorities
Estimating direct costs
Identifying what will not be funded
Estimating indirect costs
Estimating salary oncosts
Estimating total oncosts
Other issues

Activities
Activity 2.1 What do you cost?
Review the ARC salary scales (http://www.arc.gov.au/applicants/salaries.htm). Calculate what your
position would receive in funding from an ARC grant.
Now do the same calculation using your current university salary schedules and oncosts.
What is the difference? How would you address this gap in your next project?

Optional Activity 2.2 Research case study
Review the Sample Case Study and identify the costs that would need to be covered in an ARC project
for the salaries of Dr Allison, Dr Black, Dr Stuart, and Mr Van Driver and for teaching relief for Dr Beard.
When you have calculated these, review the Salary Costing Example to compare your answers.
Please also see Answers and Budget Template.
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2.1 Reviewing your project budget needs and priorities
There are a number of key questions to ask when designing your research project:
What do you want to achieve? What is the focus of your research and what are the expectations of
key stakeholders such as the granting body, your university, and your research team? You will be
promising to deliver certain things and will need to ensure they can be achieved. It is therefore
important to make sure you have sufficient resources to accomplish your goals.
What have you done in the past and what would you do differently if you could? What have you learned
from the past that would inform superior performance on this project? Think about where costs have
been poorly managed in the past. Can you do better this time around?
What must you do well to succeed with this project? You need to identify the key success factors for
the project. This can be a complex question in a research project where the outcomes are usually not
known at the start of the project and where the directions of the project may change based on
research progress and findings. It will be particularly important in considering where your limited funding
priorities will be allocated.
What can you do? What are the strengths and weaknesses of your resources and capabilities? Often
you will have access to fewer resources than you would like. How can you optimise your efforts to
achieve the most possible? What is beyond your capacity? Be realistic.
What can you do? What opportunities might arise and what threats could emerge in a rapidly changing
environment? Keep in mind that there may be some avenues you could access to draw on additional
resources or other funding avenues. These can assist in supplementing your project.
If you follow Module 1’s project planning process, you will be in a good position to estimate your budget
requirements. The research objectives will be clearly spelt out, and your estimates will neatly follow
through. If you have submitted a loose plan, you are well advised to sit down and very carefully think
through the detailed costs that have to be covered. You might find that your estimates are well below
what they should be.
Obviously, the financial objective of most research projects is not to make a profit. (In fact, having money
left at the end of a project can make things very complicated!) Realistically, the objective will be to
complete high quality research within the budget and timeframe specified in the grant deed, agreement, or
contract. However, you should not underestimate the real costs of doing research.
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2.2 Estimating direct costs
The first stage of calculating your project costs are to identify your direct costs. Remember, these
generally relate to the salary costs and expenditures required to do the proposed research.
Each funding agency will have different expectations and guidelines as to what should be included in a
budget and what is out of scope. For example, your university has a set of salary schedules that are used
to determine staff remuneration. However, these scales are determined by each university and will vary
accordingly. While some funding bodies will accept the university scales, others will offer their own versions
of what will be paid.
An example based on Australian Research Council principles is offered here to show how the estimation
process operates. However, you will need to read the guidelines for any grant to check the limitations and
requirements.

The Australian Research Council: Estimating project requirements

A useful example of a budget proposal can be found on the Australian Research Council (ARC)
website. See: http://www.arc.gov.au/pdf/DP13_Sample_Application_Form.pdf
The comments below relate to this sample form.
Salary costs
A critical step in accurately estimating project costs is to calculate the real cost of employing each
staff member. Some grants provide guidance on the costs that can be levied against a grant. The
ARC, for example, requires applicants to source its own ARC salary scales. This information is
automatically populated into the grant application budget section. The ARC calculates oncosts as
28%. This is usually less than the real costs levied by your university.
You will need to check whether you need to seek funds from some other source to topup the costs.
You will also need to factor in additional salary rises that will occur over the cost of the project and
include those in your budget. Note in the example, for instance, that salaries being funded by the
ARC are not projected to increase over the course of the grant. In fact, they will escalate in keeping
with university enterprise bargaining agreements.
The difference between the ARC 28% oncosts and the university’s required overheads will need to be
borne by the relevant school and noted under the "University" column in Section C of the budget. For
example, if the base salary of a staff member is $61,399, the real cost borne by the ARC would be
$78,591.
These amounts have been calculated, and are:
Salary $61,399 + 28% oncosts of $17,192 = Total of $78,591
So $78,591 needs to be entered under the ARC column for each year. The following amounts would
need to be entered under the University column, indicating that these additional overheads would be
covered by a university source:
$1596 (Year 1)
$4002 (Year 2)
$6479 (Year 3).
If your funding body does not offer a salary scale for particular types of employees, you should use
the university salary scales. In ARC grants, for example, funding requests for Research Associates and
Senior Research Associates would be based on institutional rates. For ARC grants, an additional 28%
to cover staff overheads remains the ceiling. Other sources will need to be found to offset the further
costs of employing those staff.
Your university may have different tools to help you calculate your costs. At UWA, for example, a
comprehensive set of guidelines and a costing template can be found at
http://www.research.uwa.edu.au/staff/applyingforfunding/budget/. This is an invaluable source of
guidance. The template will automatically perform appropriate calculations when different base salary
amounts are keyed in and for different types of grants.
Inkind contributions
In addition to entering the amount requested from ARC to fund research associates, Chief

Investigators and Partner Investigators are required to show the cost of their time on the project
("University" or "Other" inkind contribution). The proportional cost of salary and oncosts needs to be
assessed. Your university may offer assistance in estimating these.
Teaching relief
At the end of 2011 a maximum of $65,944 per annum could be requested for teaching relief. In an ARC
bid, this would be registered in the "ARC" column.
Equipment/maintenance/other
Because universities are GST exempt for research activities, you can estimate the costs as GST
exclusive prices. If the University or Other organisation (very important in the case of partner
investigators) is to make a contribution, this would be inserted under the relevant column.
Relocation and appointment expenses
Advertising and relocation costs for staff can be expensive and should be included in the budget. You
would need to check with Human Resources if in doubt about the potential costs – these need to be
well justified.
Other costs
You also need to estimate other direct costs that need to be covered. Make sure you have fully
anticipated the real needs of the project. Materials, for example, can be expensive and will need some
level of contingent funding for loss and damage.
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2.3 Identifying what will not be funded
Universities in Australia (AVCC 1996) and overseas have long expressed concerns that research grants do
not cover administrative, technical, and other overheads. Recently, Universities Australia and the Group of
Eight (Go8) have raised the issue again in their submissions to the Australian government’s Review of the
National Innovation System (Go8 2008). Other submissions have also addressed this matter (ANU 2008,
IRUA 2008).
Tables 2.2 and 2.3 below show an overview of the allowable costs under some ARC and NHMRC research
grants schemes. These schemes do not generally contribute to indirect costs and often do not meet the
full direct costs of projects.

TABLE 2.2: INDICATIVE FUNDING SOURCES AND COVERAGE OF COSTS: NHMRC

National Health and Medical Research Council (NHMRC) – Infrastructure Support
Funding
source

Infrastructure covered under the grants

Infrastructure
not covered
under the grants

Enabling
Grants

The scheme supports excellent facilities and/or activities where
there is a clearly demonstrated national need for the particular
facilities and/or activities in order to underpin aspects of the
national health and medical research effort

N/A

Infrastructure
Grants

Payments support the following types of overhead infrastructure
used to support research activity:

Capital works
(i.e.
construction of
buildings)

Funding of noncapital aspects of facilities (e.g. libraries,
laboratories, computing centres, animal houses, herbaria, and
experimental farms)
Equipment purchase, installation, maintenance, hire and lease
Salaries of research support staff (including research
assistants, accounting and administrative staff, and
technicians)

Rental of
accommodation
Salaries of
research staff
and supporting
staff
Travel

TABLE 2.2: INDICATIVE FUNDING SOURCES AND COVERAGE OF COSTS: ARC
Australian Research Council Competitive Grants
Funding
source

Infrastructure covered under
the grants

Infrastructure not covered under the
grants

ARC –
Discovery
Projects,
Indigenous
Researchers
Development,
Federation
Fellowships

Not covered

Capital works and general infrastructure
Salaries of Chief Investigators and Partner
Investigators
Basic facilities such as accommodation, access
to workshops, access to film and music editing
facilities, access to basic library collection,
standard reference materials, provision of
computers and software, and the use of
photocopies, telephones, mail, fax, email, and
internet
Publication costs

ARC –
Linkage
Projects, ARC
Research

Not covered

Capital works and general infrastructure
Rental of accommodation
Salaries of researchers and support staff
Basic facilities such as accommodation

Linkage
Projects, ARC
Research
Networks,
Linkage
International

Linkage
Infrastructure,
Equipment and
Facilities

Rental of accommodation
Salaries of researchers and support staff
Basic facilities such as accommodation
access to workshops, film and music editing
facilities, basic library collection, standard
reference materials
provision of computers and software
use of photocopiers, telephones, mail, fax, email,
and internet
Publication costs
Minor equipment
Infrastructure, equipment
and facility purchases,
construction and installation
Major computing/data
facilities, animal
houses,herbaria and
experimental farms
Salaries directly associated
with creating and installing
infrastructure, equipment,
or facilities
Consortium membership
costs, travel to the facility
and secretariat costs in the
case of Australia's
participation in the use of
significant international
scale research facilities
Library and research
information infrastructure

Capital works and general infrastructure
Salaries of researchers
Basic facilities such as accommodation, access
to workshops, film and music editing facilities,
basic library collection, and standard reference
materials
Provision of computers and software
Use of photocopies, telephones, mail, fax, email,
and internet
Publication costs

Source: various sources
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2.4 Estimating indirect costs
Indirect costs are costs that support an employee and are paid by the institution by which they are
employed. These costs are in addition to the salary and oncosts paid to the employee and include
laboratory and office space, electricity, building maintenance, cleaning, and so on.
At The University of Western Australia, a formula is available to calculate these costs by means of using a
"multiplier" for high laboratorybased schools, medium laboratorybased schools, and low laboratorybased
schools. The following multipliers are used when estimating professional (academic) staff time only (because
the multiplier includes provision for general/administrative support):
highcost school – 127%
mediumcost school – 114%
lowcost school – 100%.
In this university, to calculate the indirect costs, the total amount for professional staff shown for salaries
and oncosts should be multiplied by the appropriate multiplier and entered under the relevant column
(University or Other). In the case of an ARC grant, nothing would be entered under the ARC column as it
does not pay for laboratory and office space, electricity, and the like.
You can see that the costings can get quite complex. It is important to access your expert advisers to gain
advice as to webtools and principles as early as possible in your grant preparation.
Example 1 below illustrates how indirect costs might be represented.

Example 1: Calculating indirect costs (PDF)
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2.5 Estimating salary oncosts
Indirect costs are costs that support an employee and are paid by the institution by which they are
employed. These costs are in addition to the When you employ someone, you need to ensure that you
factor in the full costs of their employment.
Oncosts are the additional costs (above the annual salary) incurred in employing someone to fill a position
or undertake a role. These costs include provisions for superannuation, long service leave, workers'
compensation, and payroll tax.
Salary oncosts vary depending on the staff employment type and applicable budget year.
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2.6 Estimating total oncosts
Check first whether your home university has an oncost calculator on its website. If so, it will provide you
with the current oncost percentages. The oncosts may vary according to whether the length of a
contract is less than or greater than 2 years. Generally, you will not have to estimate all the different on
costs. Your university will advise you of the overall multiplier that needs to be added. However, it is helpful
to understand what is included in that estimate. The following outlines the key costs that are covered.
1. Superannuation
There are a number of different superannuation schemes. For Australian superannuation schemes, the
difference will normally be whether it is universityfunded scheme, in which case the oncost could be
around 17%, or if not, 9%.
2. Long service leave
For Australian university employees, long service leave accrues at 6.5 weekdays per year. Based on
historical and actuarial data, an oncost percentage of 3.4–3.5% is required to cover costs associated with
future long service leave payments and it includes salary increments, promotions, and enterprise bargaining
increases that occur between the time of leave accrual and the time of actual payment.
While casual employees are entitled to accrue long service leave, because most projects operate for a
short time most employees in this category will not reach a paid entitlement, and so for budgetary purposes
this item is usually set at 0%. Check however, that your university does not require that funds be set
aside for this purpose.
3. Annual leave
Noncasual staff will normally be entitled to 4 weeks annual leave for 12 months service and they should be
encouraged to take that leave in the year it is accrued. To ensure that the cost of leave is reflected in the
year that the entitlement is accrued and that there are sufficient funds to cover the salary, funds are is
placed in a 'Provision' account and a portion of the cost of each fortnightly salary is charged to that
account. The Provision account reflects the monetary value of annual leave liabilities that have been
accrued at that point in time. When annual leave is actually taken, a corresponding reduction in the
relevant faculty/division's outstanding liability occurs.
4. Payroll tax
Payroll tax varies between states. In Western Australia the oncost is 5–7% of total gross salary and all
loadings plus superannuation. This is levied by the state government and applies to all employees.
5. Workers' compensation/work cover
Every employer is obliged to pay workers’ compensation if a staff member is injured. The university will
therefore have insurance to cover this and this charge will vary from one university to another.
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2.7 Other issues
There are other considerations you may need to cover.
Casual Employees
Casual employees may be treated differently with respect to annual leave loading or longservice lave.
They are normally not entitled to these benefits, so no costs need to be allocated.
Parttime employees
Oncosts that must be budgeted for parttime employees are usually calculated on a prorata basis.
Employees funded by other than university funds
Where a position is funded by other than university funds, the university requires the funding body to meet
the costs of salary and all oncosts associated with salary loadings, superannuation, payroll tax, workers
compensation, annual leave, annual leave loading, and long service leave.
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Topic 3: Preparing and managing a research project budget
Once you have received funding for your project and agreed to the allocation, you are ready to move onto
the implementation. At this stage, you will need to set up your budget parameters and then make every
effort to stick to them.

Learning outcomes
After completing this topic you should be able to:
describe the difference between a project plan and a budget
Set up a budget allocation for a project
Review budget reports to check the budget is being well managed

Topic content:
Read the following notes:
3.1

What is a budget?

3.2

The benefits of budgeting

3.3

Why do I need to prepare a budget for my research project?

3.4

What do I need to include in my budget?

3.5

Setting up the project budget

3.6

Creating processes and protocols for expenditure

3.7

Reporting systems

3.8

Monitoring and control

Activities
Activity 3: Estimating your project costs
List all the likely costs that you might need to cover in your next project budget, or that you think are
covered in a project you are familiar with. Now go to the Sample Costing Template to see if you have
missed anything.
Explore your university guides and check their rules and costings. Do you need to change anything? (The
more familiar you become with the costings and sources of guidance, the better.)
A Sample Budget Template is also provided for your consideration. How easily would you be able to
transfer the budget allocation from your proposal to this format? (This is one of the challenges of working
within a university system: the categories you identified for your request may not map directly with the
university’s expenditure categories – you may need to split some funds into different cost codes to allow
their tracking and reporting.)
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3.1 What is a budget?
There is often confusion between a project plan and a financial budget. The main differences between the
two are:
The scope of a plan is more extensive than a budget, which is based primarily on the financial
management of a project;
The function of a plan is to identify:
internal strengths and weaknesses
critical deadlines and milestones, especially those required in the grant deed, agreement, or
contract
risk assessment and how to manage risks
the optimum way forward for the project
The primary function of a budget is to plan shortterm revenue, expenditure, and cash flow
A plan should cover the entire timeframe of a research project, whereas budgets should be prepared on
at least an annual basis
However, both a project plan and a budget need to be reviewed regularly.
There are five conditions for progress in planning, budgeting, and control:
1. An overall budget plan to allocate resources so that they are appropriately deployed
2. A system for recording transactions, accurately and completely
3. A system for reporting actual performance on a regular basis
4. Some knowledge of the behaviour of costs during the project
5. Some ability to forecast levels of activity during the project.

3.2 The benefits of budgeting
The benefits of budgeting are as follows:
Allocation of resources – an approved budget gives the authority and boundaries within which your
research team can operate with confidence;
Planning and coordinating the activities of the project is more regulated;
Where each research project has a budget, it allows for the review of total university performance for
the coming year and for actions to be identified and taken where necessary;
Good budgeting allows faculties to keep good oversight over all the projects that are being undertaken.
While the funds must be spent according to the deed, agreement, or contract that attaches to the
research, the monitoring process can help deans to monitor, as a risk management strategy, the levels
of expenditure against available resources;
Each research leader can take responsibility for his/her share of the financial performance of each
project; and
Monitoring, control, and corrective action can be readily undertaken where necessary.

3.3 Why do I need to prepare a budget for my research project?
In most instances the answer is simply that a budget is prescribed in the grant, agreement, or contract you
enter into with the funding body. In other words you have no choice.
Regardless of these requirements, a budget is necessary to ensure that you have sufficient resources to
complete your research. (Resources include financial, personnel, equipment, materials, and the use of
facilities.) Your budget will ensure you set boundaries around what is spent on each of your expenditure
categories. It will ensure you have sufficient funds to maintain support for the project right through to the
end of the designated period.

3.4 What do I need to include in my budget?
For the most part the likely costs will generally relate to:
Direct costs, which include salary and oncosts of staff funded by the project, salary and oncosts of
academic staff working on the project, consumables, capital items, direct use of specialised facilities
(for example the use of a wind tunnel in scientific research), travel, etc.
Subcontractor costs
Indirect costs, which are those costs that are not necessarily directly related to the project, but which
must be incurred nonetheless, such as university physical and ICT infrastructure, and access to
research equipment and facilities
Overheads, which may be a percentage of direct costs or calculated in a different manner (refer to

Topic 2)
GST where applicable (refer to Topic 5).

3.5 Setting up the project budget
Your university will have a particular financial system that it employs to set up new project grants. When
you commence a project, one of your first tasks will be to allocate your received funding against the
different account codes (e.g. staffing, travel, office expenses). The majority of your money is likely to be
allocated to staffing costs. This commits the money to ensure you do not run short prior to the end of the
project.
It is likely that your university has prepared a template or proforma spreadsheet for this process. Where
possible, use the official codes that are generally applied in your university. Consistency is easier to achieve
if you don’t recreate a system each time. Obviously your budget will relate to the estimated costings
carried out as part of the application process.
Table 3 offers an example of the UWA cost and account codes. Consider which elements you would employ
in your typical project.

3.6 Creating processes and protocols for expenditure
As the delegated authority for the expenditure of funds, you are responsible for how your budget is
committed and then deployed. There are some important principles that, if followed, will benefit you:
Limit the number of people who can spend money from your grant. The more hands in the cookie jar, the
less accountability for the outcomes. Be sure that any people with that authority have a clear
understanding of their boundaries and the budget allocation that they can commit.
All expenditure should be carefully documented and invoiced, and recorded through the university
systems.
Look closely at expenditures on a monthly basis to check that items have been correctly coded.
Mistakes happen, and this can be challenging to track back if you do not review your transactions
regularly.
Meet with your financial officer to gain an update on university policies and expectations as to financial
management, particularly if you are using a corporate credit card.
Look carefully at your expenditures to identify costs that could be reduced. You may, for example, be
buying from an expensive source or could be purchasing in bulk to reduce shipping costs. There might
also be potential to share costs with other projects.

3.7 Reporting system
Having understood the purpose of budgeting and the requirements for preparation, it is also vital to have a
good reporting system. The characteristics of a good system are that it:
Identifies variances by budget heading
Provides an explanation of:
The reason for the variance
Action being taken to correct any adverse variance
Time required to effect corrective action
Shows a revised annual forecast (actual to date plus budget to the year end)
Shows minimum delay.
You will greatly benefit from an understanding of your reporting system, even if you do not personally
handle the regular processes. Financial literacy is critical to good management.

3.8 Monitoring and control
Having prepared a budget it should not be forgotten until the end of the project. It is an important
management tool and should be used to compare actual results with the budgeted forecast. By comparing
actual and budgeted figures any slippage or deviation from the plan can be swiftly identified and corrective
action taken. If you have support staff available to conduct this task, you need to exercise oversight of
their work, as you hold the authority to approve variations within the terms and conditions of your deed,
agreement, or contract.
Without an effective monitoring procedure, adverse variances can continue to the point where your project
may be closed well before its completion date. This will have many negative consequences for your
reputation, your staff, and your research. It is important to monitor the budget regularly. A monthly
statement is a good management practice to get into.
Of course, certain variances may be outside the control of the research team, e.g. an unexpected rise in
the cost of materials due to changes in exchange rates. In the case where the variance is material and
may even get worse, a revised forecast should be prepared to show a new budgeted level of expenditure.
The main purpose of this is to ensure that there are no surprises at the year end or at completion of the
project. Overexpenditure on research projects must be funded by your faculty, so it is important that such
items can be identified early and your supervisor advised accordingly. In some universities, funding will not
be made available. Address funding variances quickly. Should there be an adverse variance that will affect
the project, the plans must be amended to ensure that it comes back on course. This may mean that other
budgeted expenses are delayed or cancelled or that you will need to seek alternative sources of revenue.
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Topic 4: Risk assessment and management
"The whole point of undertaking a project is to achieve or establish something new, to venture, to take
chances, to risk."
Project Management Body of Knowledge (PMBOK), 1987
Project risk management seeks to anticipate and address uncertainties that threaten the goals and
timetables of a project. The uncertainties may include:
questions of scope;
research in other institutions that may impact on your research;
the availability of suitable facilities;
the availability and quality of researchers available to you;
budgetary and personnel constraints; and
incomplete knowledge.
These risks lead rapidly to delays in research completion and budget overruns which can severely
undermine confidence in the project and in the chief investigator. Since project risk management is process
oriented, it remains possible to have a successful project and an unsuccessful product (for example, a
research project that meets all time, budgetary, and quality requirements yet is overtaken by research
breakthroughs in another part of the world).
While any project accepts a certain level of risk, regular and rigorous risk analysis and risk management
techniques serve to identify and defuse problems before they arise.

Learning outcomes
After completing this topic you should be able to:
Recognise the concepts of risk assessment and management
Apply these concepts to financial risk and financial management of research projects
Recognise the concept of internal control
Apply the principles of internal control to research projects.

Topic content
Read the following notes:
4.1 The risk management process
4.2 Benefits of risk management
4.3 Example of a risk assessment technique
4.4 Internal control
4.5 Managing and monitoring your grant

Activity 4 – Create a risk matrix
Take 10–20 minutes to complete the following tasks. Make a note of your responses and bring them to the
workshop.
Make a list of some budgeted expenditure in a project on which you are currently working (or are familiar
with). When you have done that, create your own version of the risk assessment figure presented in
Subtopic 4.3 and place each expenditure item within the risk matrix. Note the risk associated with each
expenditure item.
Now answer the following questions:
Who are the major stakeholders associated with your project?
What are the major financial risks associated with your project?
What would be the major impacts if critical or high level financial risks occurred?
For each step in a research project which you have undertaken – from application through to project
closure – identify the internal controls that are in place
Would you recommend additional controls?
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4.1 The risk management process
The risk management process entails the systematic application of management policies, procedures, and
practices to the tasks of establishing the context of risks; identifying, analysing, and assessing risks; and
treating, monitoring, and communicating risks.
It is an iterative process of welldefined steps which, when taken in sequence, enables you to continually
improve your decisionmaking by providing you with greater insights into research risks and their potential
impacts. The main elements of the risk management process are as follows:
1. Communicate and consult
Communicate and consult with internal and external stakeholders about the process as a whole and at each
stage of the risk management process.
2. Establish the context
Establish the external, internal, and risk management context in which the rest of the process will take
place. Establish the criteria against which risk will be evaluated. Define the structure of the analysis.
3. Identify risks
Identify where, when, why, and how certain events could prevent, minimise, delay, or improve the
achievement of your research objectives.
4. Analyse risks
Identify and evaluate existing controls. Determine the likelihood, severity, and the resulting level of risk.
5. Evaluate risks
Rank and prioritise the risks to assist decisionmaking regarding the extent and nature of treatments
required.
6. Treat risks
Develop and implement appropriate risk treatment strategies to address the risks.
7. Monitor and review
Monitor the effectiveness of all steps in the risk management process to ensure continuous improvement.
The figure in section 4.3 illustrates this iterative process.

4.2 Benefits of risk management
Applying and maintaining the risk management process brings these benefits:
provides a structured framework for more effective strategic planning, ensuring that opportunities are
maximised and losses are minimised;
widens researcher perspective and encourages initiative and proactive behaviour;
contributes to improved school/faculty efficiency and effectiveness;
optimises the use of resources;
promotes greater openness in decisionmaking and improves communication;
provides heads of school/deans with a concise summary of the major risks affecting the university and a
mechanism to ensure that appropriate resources are directed towards areas of high risk;
provides an effective and systematic approach that enables researchers to focus on areas of risk in
their projects;
improves the level of accountability in the university.

4.3 Example of a risk assessment technique
The following figure shows how the threat of any particular risk factor can be tackled.

4.4 Internal control
Internal control refers to all those systems, processes, and procedures aimed at protecting university
assets; collecting, recording, and protecting revenue; and ensuring that expenditure is properly approved,
classified, recorded, and paid in full at the appropriate time.
The following describes some of the types of controls:
Organisational. All enterprises, including universities, should have an organisation plan which defines and
allocates responsibilities and identifies lines of reporting for all aspects of its operations, including controls.
The delegation of authority and responsibility should be clearly specified.
Segregation of duties. One of the prime means of control is separating those responsibilities or duties
which, if kept single, would enable one individual to record and process a complete transaction. Segregation
of duties reduces the risk of error or intentional manipulation and provides an element of checking.
Functions which should be separated include authorisation, execution, custody, recording, and, in the case
of a computerbased accounting system, systems development and daily operations.
Physical. These are concerned mainly with the custody of assets and involve procedures and security
measures designed to ensure that access to assets is limited to authorised personnel. This includes both
direct access and indirect access via documentation. These controls assume importance in the case of
valuable, portable, exchangeable, or desirable assets.
Authorisation and approval. All transactions should require authorisation or approval by an appropriate
responsible person. The limits for this authorisation should be specified in a delegation manual.
Arithmetical and accounting. These are the controls within the recording function which check that the
transactions to be recorded and processed have been authorised, that they are all included, and that they
are correctly recorded and accurately processed. Such controls include checking the arithmetical accuracy
of the records, the maintenance and checking of totals, reconciliations, control accounts and trial
balances, and accounting for documents.
Personnel. There should be procedures to ensure that personnel have capabilities commensurate with their
responsibilities. Inevitably, the proper functioning of any system depends on the competence and integrity
of those operating it. The qualifications, selection and training, and innate personal characteristics of the
personnel involved are important features when setting up any control system.
Supervision. Any system of internal control should include the supervision of daytoday transactions by
responsible officials who ensure that transactions are properly recorded.
Management. These are the controls exercised by university management (heads of

centre/school/faculty) outside the daytoday routine system. They include the overall supervisory controls
exercised by management, the review of management accounts and their comparison with budgets, the
internal audit function, and any other special review procedures.
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4.5 Managing and monitoring your grant
Your project has to be managed in accordance with the university policies and procedures and in line with
the requirements of the funding body. The following checklist offers a quick overview of the key risk
management processes that will help contain any likely financial risks.
Managing checklist:
Implement internal controls
Set clear expectations
Implement policies and procedures
Clarify responsibility and accountability
Regularly monitor expenditure against the budget
Understand and comply with funding agreement/conditions of award
Invoicing on milestones/tasks/expenditure
Employment on research projects
Financial acquittals.
Monitoring checklist:
Do you have a mechanism to track expenses?
Do you have access to regular ‘budget vs. actual’ reports (variance analysis)?
Do you check the progress towards achieving your goal?
Is it still possible to achieve your goal on time within the budget?
Is there a need to revise the budget and/or log frame?
Do you have a mechanism to track expenses?
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Topic 5: Financial reporting
When managing a research project it’s important you understand and comply with the accounting policies of
your university. The following gives a general description of accounting policies and procedures for auditing
a research project and for reporting on it. This is intended as a guide only, and you should acquaint yourself
with the specific accounting policies of your university. In doing so you should also familiarise yourself with
the university’s accounting information system and gain an understanding of the reports it generates.
Examples of accounting information systems used in some Australian universities include SAP, PeopleSoft,
and Oracle.
Your university's accounting policies will complement policies on research grant administration, with which
you should also become familiar.
Research activity must be conducted in accordance with the terms and conditions of the research grant
deed, agreement, or contract under which the research funds are provided. You are obligated to submit a
full report at the end of your grant, including a full account of expenditures. All costs associated with
research activity must be properly recorded and accounted for in accordance with the approved budget
contained in the deed, agreement, or contract (and any approved variations).
Research revenue and expenditure must be 'recognised' appropriately, with invoices raised in a timely
manner and revenue accounted for on an accrual basis. Accrual accounting is an accounting convention
that requires income to be recorded at the time it was earned and expenditure recorded when costs are
incurred, regardless of when payments are received or made.

Learning outcomes
After completing this topic you should be able to:
Comply with the financial reporting requirements associated with research projects;
Be able to prepare required financial reports;
Recognise the concept of internal control;
Meet audit requirements associated with research projects and your responsibilities in respect of the
audit process.

Topic content
Read the following notes:
5.1 General principles
5.2 Overview of the accounting process
5.3 Accounting for research fund revenue
5.4 Accounting for research fund expenditure
5.5 Use of research funds
5.6 Assigning costs
5.7 Limits to research fund expenditure
5.8 Financial reporting and acquittal requirements
5.9 What to do if your grant is not tracking well financially

Activity 5 – Check a research project
Take 10–20 minutes to complete the following tasks. Make a note of your responses and bring them to the
workshop.
Obtain a copy of a report associated with a recent research project you are familiar with. Does this report
fully comply with reporting and audit requirements? What changes would you make?
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5.1 General principles
The following points list some general principles about research project finances.
The only legal entity that can enter into a research contract or accept a research grant is the
university – not the faculty, school, or department.
All universities require signoff by a senior designated officer of the university, such as the DVC
Research. You are not permitted to sign on behalf of the university.
Research grants and research contracts may only be entered into when the research activities and its
outputs and outcomes accord with your university's interests and those of its staff and students.
The Chief Investigator is responsible for properly managing and acquitting the funds received from the
funding body. A funding body is a grantawarding body, industry partner, sponsor, client organisation
that contracts out research work, or any other external organisation which provides funding for
research or research consultancy undertaken by staff of the university.
Funds provided for research may only be used for research and may only be used on items listed in the
original deed, agreement, or contract, unless specific authorisation has been received from the funding
body. Misapplying funds constitutes a breach of the deed, agreement, or contract.
Research funds revenue is recognised on an accrual basis in accordance with ‘Australian Equivalents to
the International Financial Reporting Standards’ (AEIFRS) and is cognisant of the contractual obligations
attached to the funding provision. Where the funding is reciprocal, the recognition of research revenue
received may require a figure for the proportion of the transaction that has been completed.
In compiling its annual income statement and its internal reports, your university complies with AEIFRS.
You may not need to handle the daily transactions of your research project. Check to see if there is an
available finance officer or administrative officer to assist you with financial processes.

5.2 Overview of the accounting process
5.2.1 Submitting applications and establishing projects
Research projects must be fully costed, taking into account any limitations imposed by the funding body.
The application for funds must be necessary and sufficient for the research activity to be undertaken. For
further guidance on the construction of research budgets you should access your university's policy on
research grant administration.
5.2.2. Review of grant applications and draft contracts
All grant applications and draft research contracts should be reviewed and approved by your university's
research office. In addition, your university's financial management division will review the research budget
and if necessary consider any taxation implications.
5.2.3. Establishing the research project
Each approved research project will be given its own discrete costcode.
Once the research contract is approved, the research office will confirm the status of the research project
and request the establishment of a research account costcode which will be created by your accounting
staff. You need to identify names and contact details of the appropriate accounting staff available to you.
Invoices relating to the research project must be raised to the correct research account costcode.
5.2.4. Invoicing for research funds
You will have, within your faculty or school, accounting staff who will have responsibility for the preparation
and dispatch of invoices to the funding body, requesting payment. You need to ensure that invoices are
prepared and dispatched in a timely manner, in accordance with the payment schedule for the grant deed,
agreement, or contract.
5.2.5. Goods and Services Tax (GST)
Tax invoices (including GST) must be issued. GST is chargeable for research projects with the following
exceptions:
ARC grant funding
The Industry Partner component of ARC Linkage grant funding
Funding provided by an overseas entity, where the transactions are treated as 'exports'; and
Funding in the form of gifts and donations.
Any inkind (noncash) contributions received from the funding body may also be liable for GST. You should
consult with your accounting staff regarding the full GST implications for research grants.
Some funding bodies such as the National Health and Medical Research Council (NHMRC) operate on a
"recipient created invoice" basis, which means that the university, as a "service provider", is not required to
issue a tax invoice in order to receive payment. It will be clear in the deed, agreement, or contract whether

the funding body will issue recipient created invoices.

5.3 Accounting for research fund revenue
Revenue in the form of research funding is recognised on a basis that reflects the contractual obligations
attached to the funding provision.
Research funds may be provided as:
A contribution (a nonreciprocal transfer)
A payment in exchange for deliverables (a reciprocal transfer).
Nonreciprocal basis funding
Research grant contributions received on a nonreciprocal basis are recognised as revenue in full upon the
receipt of the funds when the following conditions have been satisfied by the university:
It has control of the contribution; or
It has the right to receive the contribution; and
It has fulfilled the conditions under which the funding is provided.
Invoices for the grant funds are raised in accordance with the payment schedule as set down in the terms
and conditions of the grant award. When a single upfront payment is made, an invoice for the total amount
of the research grant is raised when the university has been awarded the grant.
Reciprocal basis funding
When research grant contributions are received on a reciprocal basis, at the end of the financial year the
stage of completion of the project is estimated by measuring the costs of the research project effort in
producing the deliverable to date.
The total expenditure incurred by the end of the financial year therefore defines the revenue earned on a
stageofcompletion basis, and this amount is recorded in the university's annual ‘income statement’ as the
research revenue earned. Costs relating to the research activity must be properly isolated so that the
costs (and therefore the stage of completion) can be measured accurately.

5.4 Accounting for research fund expenditure
Research expenditure, like all other types of expenditure, may only be incurred and approved in accordance
with your university's policies and financial delegations. You should familiarise yourself with the delegations
you have authority to exercise.

5.5 Use of research funds
Unless specific authorisation has been received from the funding body, research funds may only be
expended on items listed in the research grant deed, agreement, or contract.
Expenditure of funds on ARC projects involving industry collaborators must be in line with the budget. The
budget justification text should, in most cases, explain what the industry collaborator's funds are meant for.
If the industry collaborator's funds are not clearly allocated in the budget, then ARC funds are spent first.
The reason for this is that ARC funds must be returned to the ARC and this affects your university's total
research quantum in subsequent years.
Expenditure of funds under the University Industry Collaboration Grants Scheme must be in line with the
budget. Where the budget is unclear on the allocation of funds, then the industry collaborator's funds will
be spent before university funds.
The Chief Investigator must ensure that expenditures are in accordance with the deed, agreement, or
contract. Misapplying funds provided under a deed, agreement or contract will constitute a breach of
contract and has the potential to place the university in an invidious legal and financial position.

5.6 Assigning costs
Since most funding bodies require the return of unspent monies, surplus funds which result from non
charging or undercharging of costs incurred on the research activity results in a financial loss to the
university, and this reduces resources available for other activities. In this regard, particular attention
needs to be paid to the assignment of salaries to the research account costcode, the recognition of capital
expenditure items, and the costs associated with the use of high cost facilities.
Chief Investigators need to be mindful of the oncosts associated with staff. Oncosts such as
superannuation, leave loadings, maternity leave, etc. can add as much as 26% to base staff costs,
depending on whether the staff member in question is employed full time with employer super contributions;
employed full time without employer super contributions (for example, a contractor); or employed on a
casual basis.
A consistent and transparent approach must be taken to the classification and coding of expenditure. All
difference between the university and the funding body in the way that expenditure is coded must be

reconcilable between the financial reports of the university and those of the funding body.
Under conditions of a grant or research contract, a research assistant may be entitled to additional
payments for activities undertaken. Where such payments are allowed, remuneration and associated on
costs must be paid through the university's payroll system.

5.7 Limits to research fund expenditure
The Chief Investigator must ensure that research expenditure does not exceed the funding available for the
research project. Expenditure which exceeds available funds is deemed to be unauthorised.
Overexpenditures on a research project are met by the Chief Investigator's faculty or school.

5.8 Financial reporting and acquittal requirements
Chief Investigators are responsible for the successful outcome of the research project, including meeting all
project milestones and complying with reporting requirements set out in the deed, agreement, or contract.
Progress Financial Reports
Most funding bodies require regular financial reports to be provided. Where there is a need for progress
financial reports, your university's research office will usually coordinate report preparation. If you are the
Chief Investigator, you will need to check reports before they are sent to funding bodies. You will need to
refer to the original deed, agreement, or contract documents and the budgets specified in them, together
with any approved variations.
Your university's research office has responsibility for submitting reports to funding bodies on time.
Acquittal and final financial reports
Funding bodies usually require that the funds are to be expended by the date stipulated in the deed,
agreement, or contract, and if you are Chief Investigator it is your responsibility to ensure that all research
activities occur within the period for which funding has been awarded.
Most funding bodies require a certification from your university confirming that funding has been spent in
accordance with the terms and conditions attached to the funding. Therefore, on completion, you will need
to provide a final acquittal, or financial report. Your university's research office will have responsibility for
coordinating preparation of the report. As with progress financial reports, you will need to refer to the
original deed, agreement, or contract and their budgets, together with approved variations.
You should ascertain from your research office the form and contents of reports provided to funding bodies.
Your faculty support staff should ensure that all invoicing is complete and that all expenditure has been
properly allocated to the research project within 2 months of the completion of the research project.
Audits
Funding bodies may require an audit at any stage of the project. From a financial perspective, you should
ensure that your faculty/school support staff have retained all income and expenditure documents and that
these are forwarded to your research office. The research office will coordinate the university's obligations
in respect of a response to the audit.
Authority to close research projects
The final financial position of the research project must be reported to your supervisor. If the research
project is in deficit, your school or faculty will have to expunge the debt, usually within a month of
receiving notification.
After the completion of the final report and acquittal statement for the research project, your
school/faculty support staff should arrange with the university's finance division to close the research
account costcode.
Unspent research funds
The use of unexpended funds after completion of an externally funded research project is subject to the
terms and conditions associated with the original deed, agreement, or contract.
Research grant agreements and research contracts usually specify that unexpended funds are to be
returned to the funding body, although some agreements specifically allow your university to retain unspent
funds.
If the funds that are unspent are returned in the same year as received, the refund must be debited
(offset) against the same revenue account that was used to record the original receipt of the funds. If the
refund of unspent research funds relate to funds received in a prior year, then the refund must be treated
as an expense in the year that it is refunded.
Where the deed, agreement, or contract does not specify whether unspent funds are returnable, your
university may deem it as a "fixed price contract". In such cases any unspent funds will be retained by your

university.
You should liaise with your school/faculty support staff, research office, and, if necessary, central finance
staff to clearly understand how long such unexpended funds are available to you, if at all, and where these
funds go if not retained by you or your school/faculty.
Funds provided for research may only be used for research.

5.9 What to do if your grant is not tracking well financially
It is important to keep checking how you are travelling, so that you can see targets and compare one
period to another – that will allow you to see how things have changed. Your project must be able to deal
with rapid change and so must your budgeting/financial systems. So it makes sense that you can update
and reforecast your budget.
If you don't update, then variances become meaningless and information is useless. If you don't reforecast
you will find the budget very much out of whack. Report against your reforecast budget (revised budget).
And don't forget you can also do several reforecasts – for bestcase and worstcase scenarios.
Below is a typical budget cycle. It illustrates the need to regularly revise and adjust your original plans and
budget.

If your grant is not tracking perfectly well, it’s time to revise your costing, your budget, and your plans.
Here are some proposed solutions:
Decide which costs can be eliminated or reduced – and do this as the first step
Find out what extra funding can be accessed and make enquiries
Then, talk to the dean about seeking supplemental funding – Nothing ventured, nothing gained!
However, it’s better to show what you have done to resolve the problem first.
Seek supplemental funding opportunities.
Develop a reforecast budget.
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Glossary of terms
Term

Definition

Australian Tax Office
(ATO)

The government department responsible for collecting tax.

Balance Sheet

A statement showing the financial position (the assets and liabilities) of your project on
a certain date. The term 'balance sheet' implies that the total assets (incoming funding)
matches the expenditure (outgoings).

Cost centre

Splitting up expenses by departments or project grants. For example, your grant travel
or postage costs will be listed to your project cost centre, rather than the faculty as a
whole. This helps track where funds are being spent.

Expenses

Goods or services purchased directly for the running of the project.

Fixed Cost

A fixed cost is one where the total cost does not change when there is a change in
activity level. Examples include rent, rates, insurance, etc.

Fixtures & Fittings

This is a class of fixed asset/noncurrent asset which includes office furniture, filing
cabinets, display cases, warehouse shelving and the like.

Goods and Services
Tax (GST, applies in
many countries)

GST is a sales tax which increases the price of goods and services. The Australian GST
standard rate is 10%, so if an item is priced at $10, it will sell at $11 after GST is added.

Receipt

A term typically used to describe confirmation of a payment – if you buy some petrol you
will normally ask for a receipt to prove that the money was spent legitimately.

Reconciling

The procedure of checking entries made about expenditures with records on a statement
sent by a third person (e.g. checking the university log of expenditure against the
invoices held for that account).

Variable Cost

A cost that varies in line with volume/activity levels. Variable costs usually include raw
materials in a production process or sales commissions.

Wages

Payments made to employees for their work on behalf of the project.
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Module 5: Financial, Resource and Risk Management
Frequently asked questions
I have support staff who look after finances for me. Why should I get involved?
As a research leader you have primary responsibility for your research project. If you don’t manage your
finances well, it may affect your ability to attract future grants. Also, you may adversely affect the
financial position of your university.
It is entirely appropriate that you delegate tasks to your support staff. However, delegation does not mean
that you are free of responsibility. You need to oversee budgets and control expenditure for projects under
your control.
Why bother to accurately cost research proposals when grants never match the application
amount?
It is important to accurately cost research proposals for a number of reasons. Firstly, even if the grant
does not match what you have asked for, your university will need to consider whether to subsidise your
project. Underestimating your costs may adversely affect your university's financial position. Furthermore, if
research projects are systematically undercosted, for competitive or other reasons, the entire tertiary
education system is undermined.
If you accurately cost your project, you are well placed to manage it appropriately, including negotiating
with your faculty for additional funds where necessary. A few years ago, the ViceChancellors of Australian
universities sponsored research into how accurately research projects were costed. They found that
sciencebased projects were undercosted by 25% on average. It is thus more difficult for funding bodies
such as the ARC to accurately assess grant proposals.
If you plan your project appropriately (see Module 1: Research Strategy and Planning) there will be less
likelihood of insufficient funding for your project through poor estimation of costs.
Why are there so many central charges, which ultimately mean there is less money for
research?
Central charges represent the costs of running the university as a whole. The level of central charges will
vary from university to university, but a rough rule of thumb is 30%. These charges cover the cost of IT,
legal services, finance, HR, library services, etc. There are ongoing initiatives, such as benchmarking
exercises, to ensure that these costs are kept under control.
When budgeting for salaries, which are my biggest cost item, why should I take into account
things like long service leave?
It is important that you account for the full costs associated with salaries. In general, salaries will
constitute about 90% of the total costs of your research project.
The full cost of salaries includes the base salary of researchers, assistants, etc., plus salary oncosts.
These include allowance for recreation leave loading where applicable, superannuation, allowance for long
service leave, workers' compensation, maternity leave, etc. These costs represent the true cost of
employing your people.

